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(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1 
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PART I - BUSINESS AND GENERAL INFORMATION 
 
 

Item 1. Business 

  

Business Development 

 

Philippine Bank of Communications ("PBCom" or the "Bank") was incorporated as one of the 

earliest non-American foreign banks in the country on August 23, 1939. It received the authority 

to engage in commercial banking from the then Bureau of Banking of the Department of Finance 

under the Philippine Commonwealth, with a capitalization of Two Million Pesos.  The Bank 

commenced operations on September 4, 1939.  However, operations were temporarily 

interrupted during World War II, but were immediately reconstituted in 1945 through the infusion 

of fresh funds.  The Bank came under full Filipino ownership in 1974 when a group of 

industrialists led by Ralph Nubla Sr. bought majority of the Bank’s outstanding shares. 

 

The Bank is a registered government securities dealer, having been granted the license on 

December 14, 1981.  It also has a trust license which was approved on August 24, 1961. 

 

PBCom acquired a license to operate as an expanded commercial bank from the Bangko Sentral 

ng Pilipinas (“Bangko Sentral” or “BSP”) on December 24, 1993 and operated as such until the 

year 2000.  In order to concentrate on its core strengths and maximize utilization of available 

resources, the Bank applied with the Bangko Sentral for a conversion of the expanded 

commercial bank license into a regular commercial banking license.  The Monetary Board of the 

BSP (the “Monetary Board”) approved in its Resolution No. 508 dated March 31, 2000 the 

amendment of the Bank’s license. PBCom has since opted to capitalize on its core strength by 

focusing on and pursuing traditional commercial banking operations.  In December 2000, the 

Bank acquired 100% of Consumer Savings Bank as part of its strategy to expand its consumer 

banking business. 

 

PBCOM Finance Corporation is a domestic corporation incorporated in March 1980 and is 

engaged mainly in financing activities.  The Bank owns 40% equity in PBCom Finance 

Corporation.  

 

PBCOM Insurance Services Agency, Inc., (PISAI) was incorporated on May 9, 2014 and is a 

wholly-owned subsidiary engaged in soliciting and promoting insurance products.  On August 14, 

2014, Pru-Life Insurance Corporation of UK, PBCom and PISAI executed an agency agreement 

for five years to distribute the former’s insurance array of life, health and protection programs. 

PISAI was appointed as a non-exclusive agent. 

 
Acquisition of Rural Banks 
 
The Bank received BSP approval to acquire almost 100% of the shares of two rural banks:  Rural 
Bank of Nagcarlan Inc. (RBNI) on July 28, 2014 and Banco Dipolog Inc. (BDI) on September 8, 
2014.  The acquisitions support the Bank’s strategy to expand its distribution network and reach 
underserved and unbanked segments, thus contributing to the development and strengthening of 
small businesses.  RBNI is Laguna-based with six branches, while BDI is headquartered in 
Dipolog and has 13 branches. 

 

PBCOM's head office is now in the Central Business District of Makati.  Previously, the Bank’s 

Head Office was based in Binondo where it had developed its core clientele in the Filipino-

Chinese community. Originally, clients belonging to this group comprise the majority of the 

Bank's customer base.  However, the Bank has been diversifying and expanding its market by 

making inroads into the corporate finance market.  The transfer of the bank's Head Office in 2001 

to the PBCOM Tower along Ayala Avenue in Makati City provided better access to corporate 

clients that were otherwise inaccessible from its previous Binondo Head Office. 
 



On July 26 2011, the major shareholders of the Bank, namely the Chung, Luy, and Nubla 
Groups, signed a Memorandum of Agreement (MOA) with a group of investors led by ISM 
Communications Corporation (the “ISM Group”), involving the sale of their entire stake in the 
Bank to the ISM Group and the commitment of the Chung and Nubla groups to reinvest the 
proceeds of the sale of their respective shares amounting to approximately P2.8 Billion in the 
Bank. 
 
On October 13, 2011, the Monetary Board approved the acquisition of PBCom by the ISM 
Group. 
 
On December 23, 2011, the acquisition by the ISM Group of a controlling interest in the Bank 
was successfully transacted through the facilities of the Philippine Stock Exchange. 
 
On December 27, 2011, the Chung and Nubla Groups had reinvested P2.4 Billion as deposits for 
future subscription of PBCom shares of stock.  Another P0.4 Billion was deposited in March 2012 
and additional P22 Million in April 2012 to complete their commitment of approximately P2.8 
Billion. 
 
On May 31, 2012, the LFM Properties Group deposited P0.72 Billion for future subscription to 
PBCom shares of stock.  Another P30 Million was deposited by the LFM Properties Group on 
October 24, 2012. 
 
On February 8, 2013, BSP issued a Certificate of Authority to the Bank to enable it to register its 
Amended Articles of Incorporation and Amended By-Laws with the SEC.   
 
On March 8, 2013, the Bank obtained approval from SEC for a quasi-reorganization and an 
increase in authorized capital stock.  The Articles of Incorporation were amended to implement 
the following:            

a. Reclassification of Bank’s existing 120,000,000 preferred shares to common shares 
b. Reduction of the par value of all its common shares from P100 per share to P25 per 

share; and 
c. Increase in authorized capital stock to P19,000,000,000 divided into 760,000,000 

common shares with a par value of P25 per share. 
 
The reclassification of the said preferred shares to PBCom common shares took effect on March 
19, 2013.   On December 2013, the Bank received the approval by both the BSP and SEC to 
apply P3.94 Billion in APIC to partially wipe out the bank’s outstanding deficit. 
 

On March 26, 2014, the Bank exited from 10-years Financial Assistance Agreement with PDIC 

by settling the loan of P7.6 Billion which represents financial assistance by the latter to the Bank 

in 2004.  

 
The subscription by P.G. Holdings (PGH) to new PBCom shares amounting to P5.97 Billion was 
approved by BSP on September 23, 2014.  The first installment of P1.79 Billion was paid by PGH 
on September 25, 2014.  Subsequently on October 1, 2014, VFC Land Resources Inc. (VFC) 
bought P1.95 Billion PBCOM shares from ISM Communications Corporation.  Both PGH and 
VFC are owned by retail tycoon Lucio Co, bringing his total stake in PBCom to 49.99%. 
 
On September 22, 2015, the Bank received second installment payment amounting to P1.39 
Billion for the subscribed shares of PG Holdings, Inc. 
 
Business of Registrant 

 
PBCom offers a wide range of products and services to clients.  These include basic commercial 
banking services such as deposit products, treasury and foreign exchange trading, trade-related 
services, cash management services, credit and loan facilities, and Trust and Investment 
Management services. 

 

Deposit products and services include peso, dollar and third currency savings, checking and time 

deposit accounts, ATM accounts, foreign and domestic remittance services, cash management 



services namely deposit pick-up and cash delivery, payroll and check-writing services.  Ancillary 

services such as safety deposit boxes and manager’s checks, demand drafts, acceptance of tax 

and SSS payments are also available.  These products are both offered on a retail basis to 

individuals and to corporate clients as well.  Various product variations customized to address 

unique client needs are currently being offered. 

 

Trade-related services include import LCs, standby LCs,  credit bank guaranty and shipside 

bond, export LC advising,  export packing credits & export bills negotiation  and collections, trade 

financing of receivables and payables,  domestic LCs and trust receipt financing.  These services 

are financing facilities offered to importers and exporters. 

 

Credit and loan facilities include working capital financing, post-dated check discounting, 

specialized lending programs such as mortgage and contract-to-sell financing.  Structured 

Products including trade financing were introduced in August 2005. The Bank continues to see 

the potential of the expanding consumer market.  In 2012, the Bank launched home and auto 

loans while an all-purpose personal loan product was launched in April 2013.  

 

Treasury products include dealership and brokering of government securities and commercial 

papers both domestic and international, deposit substitutes like promissory notes and repurchase 

agreements, foreign exchange proprietary trading and commercial client servicing. 

 

Trust services include investment management services, personal trust funds, escrow agency 

services, employee benefit trust services and estate planning. 

 

Subsidiaries and Affiliates 

 

Banco Dipolog, Inc. (BDI), a rural bank formally organized under the Corporation Code of the 

Philippines on October 8, 1957.   It’s the first bank established in Dipolog City and in the 

Zamboanga Peninsula.  It is one of the leading rural banks in Southern Philippines.  The Bank is 

99.8% owned by PBCom which caters primarily to small entrepreneurs, educators, farmers and 

government employees. Currently, BDI has 13 branches and 7 other banking offices located in 

Mindanao and Visayas.  Another branch from an earlier acquisition is pending consolidation with 

BDI.  

 

 

Rural Bank of Nagcarlan, Inc. (RBNI) is 96.32% owned by PBCom which was registered with the 

Securities and Exchange Commission on May 31, 1962 with Registration No. 20816.  RBNI was 

authorized by the Bangko Sentral ng Pilipinas (BSP) on June 2, 1962 to engage in rural banking 

business. Its head office is located at 692 Jose Coronado St., Nagcarlan, Laguna and has 6 

branches located in various municipalities of Laguna.  

 

The BSP approved the banks’ acquisitions in July 2014 for RBNI and in September 2014 for BDI.  

The acquisitions are in line with PBCom’s plan to expand its market reach and engage in 

countryside and SME lending.  

 

 

PBCom Insurance Services Agency, Inc. (PISAI) – was incorporated and registered with the 

Securities and Exchange Commission on May 9, 2014 to engage primarily in the business of 

soliciting and promoting insurance products. The company offers a range of insurance agency 

services specific to life and investment-linked products to meet customers’ wealth management 

and risk protection needs.  

 

PBCom Finance Corporation – was incorporated and registered with the SEC on January 9, 

1980 to provide, grant and/or extend credit facilities to any person, business, juridical or 

otherwise. It is 40% owned by the Bank while the remaining 60% is owned by various individual 

shareholders. Its principal place of business is located at 7
th
 floor, PBCom Building, 214-216 

Juan Luna St. Binondo, Manila.  

 



 
Contribution to revenue 

 

The contribution to sales/revenues from these products/services is broken down as follows: (1) 

interest income derived from lending, investment securities and  others receivables accounted for 

63.35% of gross revenues while (2) other operating income (consisting of trading gains, service 

charges, fees and commissions, income from trust operations, profit/loss from asset sold, fair 

value gain/(loss) from investment properties, foreign exchange gain/loss, rental income and 

miscellaneous income accounted for 36.65% of the Bank’s gross income.  

 

The Bank does not maintain any branch or sales office abroad.  Hence, all revenues are 

generated domestically. 

 
Distribution Methods of Products and Services 

 

The Bank’s liability and ancillary products and services are distributed primarily through its 82 

branches and 11 other banking offices (OBOs).  These branches and OBOs were complemented 

by a network of 170 automated teller machines deployed in strategic branch sites.  Of the 170 

ATMs, 94 are in off-site/off-branch locations.  A total of 6 new branches and 2 OBOs were added 

to the network in 2015. 
 
Competition  
 

In 2015, Philippine commercial banking industry is composed of 20 commercial banks (KB) of 

which 5 are private domestic commercial banks and 15 are foreign banks with either established 

subsidiaries or foreign branch licenses.  

 
Patents, Trademarks, Licenses, Franchises, Concessions, and Royalty 

 

There are no outstanding patents, trademarks, copyrights, franchises, concessions, and royalty 

agreements held as of December 31, 2015. 
 
Customers 
 
PBCom has nurtured and grown a strong core clientele in the Filipino-Chinese community over 
the years and this has become a significant market for the Bank.  Today, the Filipino-Chinese 
market remains a major customer base despite the Bank’s recent success in expanding into 
other markets where the larger universal banks dominate. The Bank continues to strengthen its 
presence in the middle market by focusing on the products that will address the needs of these 
customers. 

 
Transaction with and/ or Dependence on Related Parties 
 
The Bank’s related parties include key management personnel, close family members of key 
management personnel and entities which are controlled, significantly influenced by or for which 
significant voting power is held by key management personnel or their close family members, 
associates and post-employment benefits for the benefit of the Bank’s employee.   

 
As required by BSP, the Bank discloses loan transactions with its associates, affiliates and with 
certain directors, officers, stockholders and related interests (DOSRI).  As of December 31, 2015 
the Bank is in compliance with such regulations. 

 
The Bank’s related party transactions are presented and discussed in Note 32 of the 2015 
Audited Financial Statements. 
 
 
 
 
 



Effect of Existing or Probable Government Regulations 
 
Bangko Sentral ng Pilipinas 
 
The Bank fully complies with the required capitalization for commercial banks without expanded 
banking licenses (non-unibanks) as prescribed by the BSP.  The Bank's consolidated capital as 
of end-December 31, 2015 stood at P8.9 Billion while its capital to risk assets ratio under the 
BASEL III reporting standards covering credit, market and operational risks as reported to BSP 
remained well above the 10%  prescribed minimum capital requirement at 14.97%. 
 
Bureau of Internal Revenue 
 
RA No. 9337, An Act Amending the National Internal Revenue Code, provides that starting 
January 1, 2009, the regular corporate income tax rate (RCIT) shall be 30% while interest 
expense allowed as a deductible expense is reduced to 33% of interest income subject to final 
tax.  
 
A Minimum Corporate Income Tax (MCIT) of 2% on modified gross income is computed and 
compared with the RCIT. Any excess MCIT over RCIT is deferred and can be used as a tax 
credit against future income tax liability for the next three years.  In addition, NOLCO is allowed 
as a deduction from taxable income in the next three years from the year of inception.  
 
FCDU offshore income (income from non-residents) is tax-exempt while gross onshore income 
(interest income from loans to residents) is subject to 10% income tax. Income of the FCDU, 
other than offshore and onshore, is subject to the 30% RCIT or 2% MCIT whichever is 
applicable.  
 
On March 15, 2011, the BIR issued RR 4-2011 which prescribes the attribution and allocation of 
expenses between the FCDUs/EFCDUs or OBUs and RBU and within RBU.   

 
Research and Development Activities 

 
The bank offers basic commercial banking products and services that require no significant 
amount to be spent on product research and development. 

 
Employees 

 
As of December 31, 2015 the bank had 1,243 employees with 830 officers and 413 rank and file 
employees.  All rank and file employees are covered by 3-years collective bargaining agreement 
(CBA) signed on April 12, 2013, with effect until December 31, 2015.   The Bank is currently 
negotiating for the new CBA in 2016.  There had been neither dispute nor occurrence of 
employees’ strike for the past years.  

 
Risk Management 
   
PBCOM applies risk management across the entire organization — from the Board of Directors, 
Senior Management, Business Segments and Groups, Business Centers, support units, and to 
individual employees; as well as in specific functions, programs, projects and activities. 
Implementation of the Framework contributes to strengthening management practices, decision 
making and resource allocation, and increasing shareholder value; while protecting the interest of 
its clients, maintaining trust and confidence, and ensuring compliance with regulations.  
 
Enterprise risk management (ERM) is the framework of policies, processes and systems, 
effected by an entity’s board of directors, management and other personnel, applied in strategy 
setting and across the enterprise, designed to identify potential events that may affect the entity, 
and manage risk to be within its risk appetite, to provide reasonable assurance regarding the 
achievement of entity objectives.  
 



The Risk Oversight Committee (ROC) assists the Board of Directors in the effective discharge of 
its function in overseeing the enterprise risk management program of the Bank.  Its 
responsibilities include: 
 

A. Review and recommend for approval by the Board of Directors written enterprise risk 
management programs to identify, measure, monitor and control risks.  

B. Review reports on risk exposures, recommend necessary actions and communicate 
enterprise risk management plans to concerned segments and groups to address or 
reduce the risks; 

C. Report to the Board of Directors significant matters concerning PBCOM’s risk exposures 
including any BSP examination findings on unsafe and unsound banking practices; and 
actions taken to manage those risks; 

D. Recommend a system of risk limits and authorities for approval by the Board, and any 
necessary changes to these limits and authorities; 

E. Establish a monitoring system to ensure that limits set are observed and that immediate 
corrective actions are taken whenever limits are breached; 

F. Evaluate the magnitude, direction and distribution of risks across the Bank and its 
subsidiary; 

G. Ensure that business units provide for ongoing review and validation of the adequacy 
and soundness of risk management policies and practices; 

H. Create and promote an enterprise risk culture that requires and encourages the highest 
standards of ethical behavior by risk managers and risk-taking personnel. 

 
In 2014, the annual review of the ROC charter included an amendment providing for the Risk 
Oversight Committee to oversee PBCOM’s subsidiaries; in view of recently acquired or 
incorporated companies.  The ROC also approved organizational enhancement of the Enterprise 
Risk Management/ICAAP Group to streamline functions and simplify the structure. The 
ERMG/ICAAP Group is the ROC’s implementing arm in carrying out its functions. 
 
Enterprise Risk Management Control Framework Model 
 
PBCOM built its enterprise risk management system based on the concepts of the COSO 
Enterprise Risk Management – Integrated Framework as its model.  The ERM Framework and 
related policies, procedures and methods are further refined with regulatory guidelines to ensure 
compliance to external rules and regulations.  
 
Business Objective and ERM Components 
 
The enterprise risk management framework for PBCOM’s goals can be summarized as the 
Management setting the strategic objectives, selecting the strategy and laying down more 
specific objectives throughout PBCOM; guided by its mission and vision.  The overall objectives 
can be categorized into:  

 Strategic – high-level goals, aligned with and supporting its mission 
 Operations – effective and efficient use of its resources 
 Reporting – reliability of reporting 
 Compliance – compliance with applicable laws and regulations.   

 
Governance, Risk and Compliance Control (GRC) 
 
GRC is the general term encompassing PBCOM’s approach to corporate governance, enterprise 
risk management and corporate compliance with applicable laws and regulations.   

 Corporate Governance – The system whereby shareholders, creditors, and other 
stakeholders of PBCOM ensure that Management enhances the value of the Bank as it 
competes in an increasingly global market place.  It is the framework of rules, systems 
and processes in and of PBCOM that governs the performance by the Board of Directors 
and Management of their respective duties and responsibilities to the stockholders. 

 Risk Management – The process, effected by PBCOM’s Board of Directors, 
Management and other personnel, applied in strategy setting and across the enterprise, 
designed to identify potential events that may affect the Bank, and manage risk to be 
within its risk appetite, to provide reasonable assurance regarding the achievement of 



the Bank’s objectives.  It also refers to the architecture that is used to manage risk; that 
includes risk management principles, a risk management framework and a risk 
management process. 

 Compliance – Adherence to applicable laws, regulations, directives, rules of professional 
conduct and related or similar matters.  

 
The interrelated functions primarily involved in the implementation of the PBCOM’s Governance, 
Risk and Control system are Compliance Group, Enterprise Risk Management Group and 
Internal Audit Group.  
 

Risk Vision Statement  
 
To protect and optimize PBCOM’s enterprise value through effective risk management. 

 
Risk Mission Statement 
 
To develop risk awareness and a risk/return consciousness in the Bank in order to protect 
deposits, preserve capital and ensure adequate return on capital. 

 
ERM Philosophy 
 
PBCOM recognizes that enterprise risk management is fundamental for its safe and sound 
operation and sustainable growth. It ensures business success through balanced risk and 
reward, operational excellence and conformance to the highest ethical standards and 
regulatory requirements. 
 
Enterprise Risk Management in PBCOM is aligned to its business objectives and strategies. 
It operates at all levels and in all units of PBCOM that continually manage risk in an 
environment fostered by an appropriate governance structure, a strong "control culture" and 
a proactive process of identification, understanding, assessment and mitigation of all its 
material risks. 

 
ERM Objectives 
 
 Identify, measure, manage and control risks inherent in PBCOM's activities or embedded 

in its portfolio. 
 Define and disseminate risk management philosophy and policies. 
 Assist risk-taking business and operating units in understanding and measuring 

risk/return profiles. 
 Develop a risk management infrastructure that includes policies and procedures, 

organization, limits and approval authorities, MIS and reporting, systems and risk 
models. 

 Promote a risk awareness and strong "control culture" in PBCOM. 
   
Capital Management 
 
PBCOM’s capital management framework involves providing shareholders optimal returns within 
the ability of the capital to protect the interests of all the bank’s stakeholders.  The framework 
involves monitoring both capital requirements and capital resources to ensure: 

 Qualified capital remains above minimum requirements of ten (10) percent of risk 
weighted assets; 

 Quality of capital resources aligns with the risks present or to be taken to achieve growth 
& return and; 

 Prudent balance between the growth and return required of strategic plans and the 
continuing institutional strength of bank. 

 
PBCOM consistently maintains a ratio of qualified capital to risk weighted assets that are in 
excess of the ten (10) percent minimum requirements of Philippine Banking Regulations. 
 



The bank conducts an annual Internal Capital Adequacy Assessment Process (ICAAP), along 
with its strategic planning exercise.  The ICAAP provides the bank the opportunity to: 
 
 Articulate its holistic risk appetite, strategic growth and return targets; 
 Identify the businesses, products and services the bank will pursue or use to achieve the 

targets;   
 Define and measure the risks each business, product or service will create; 
 Consider how the bank will mitigate and manage the identified risks; 
 Determine the amount and the quality of the capital resources necessary to sustain financial 

strength through a risk event; 
 Conduct stress tests to aid in identifying break points and vulnerabilities; and  
 Develop capital build-up and contingency plans. 
 
The ICAAP is a collaborative effort of the Management and the Board of Directors.  PBCOM 
submits the documentation of the results of its ICAAP to the supervisory review and examination 
of the Bangko Sentral ng Pilipinas.   
 
The regulatory qualifying capital of the Bank consists of Common Equity Tier 1 and Additional 
Tier 1 is comprised of paid-up common stock, retained earnings including current year profit and 
surplus reserves less required deductions such as unsecured credit accommodations to DOSRI, 
and goodwill. The other component of regulatory capital is Gone-Concern Capital (Tier 2), which 
includes appraisal increment reserves (as authorized by the Monetary Board) and general loan 
loss provision. 
 
The Bank’s capital charge for credit risk is computed at 10% of credit risk-weighted on- and off- 
balance sheet assets. Risk weights of on-balance sheet assets are based on third party credit 
assessment of the individual exposure given by eligible external credit assessment institutions as 
listed in BSP Circular No. 538.  For off-balance sheet assets, the risk weights are calculated by 
multiplying the notional principal amount by the appropriate credit conversion factor as specified 
in BSP Circular No. 538.  
 
Market risk capital charge is computed according to the methodology set under BSP Circular No. 
360, as amended by BSP Circular No. 538 using the standardized approach.  Under this 
approach, capital for market risk is equivalent to 10% of market risk-weighted assets that cover 
interest rate, equity and foreign exposures of the bank.   
 
Operational risk capital charge is computed using the Basic Indicator Approach, under which 
capital for operational risk is equal to 15% of the Bank’s average of the previous three years of 
positive annual gross income.   
 
Market, Liquidity and Interest Rate Risk Management 
Market risk arises from adverse fluctuations in the market value of financial instruments in both 
on- and off-balance sheet items. The Bank employs Value-at-Risk (VaR) using a 99% one-tailed 
confidence level to measure market risk while a regular back testing program is conducted to 
ensure an accurate and robust VaR model. Stress Testing is also employed to determine the 
earnings impact of extreme market movements not captured by VaR calculations. Finally a 
system of risk limits that reflect the Bank’s level of capital, expected returns and the overall risk 
appetite is used to manage market risk. These limits include the VAR limit, Nominal Position limit, 
and Stop-loss limit. The Bank also uses Market Risk Assessment Matrix to assess the overall 
market risk profile of the Bank. 
 
Liquidity risk refers to the possibility that the Bank will be unable to meet its financial obligations 
in any currency. The Bank employs liquidity ratios, liquidity stress testing, liquidity gapping report, 
liquidity funding concentration, and Maximum Cumulative Outflow (MCO) limit to manage liquidity 
risk. Market stress testing results are also applied to the Liquidity Gap report to measure impact 
on future cashflows. The Bank also uses Liquidity Risk Assessment Matrix to assess the overall 
liquidity risk profile of the Bank.  In managing intraday liquidity, the Bank has an internal buffer 
fund called “Secondary Reserve” for Deposit Liabilities, Deposit Substitutes, and Repurchase 
Agreements. The buffer fund serves to manage demand and supply of funds for new loans and 



funding of potential amount of liability outflows. This will allow the Bank to readily support its new 
business strategies and direction and management of liquidity risk. 
 
Interest rate risk arises from the possibility that changes in interest rates will affect future cash 
flows or fair values of financial instruments. The Bank follows a prudent policy in managing its 
assets and liabilities so as to ensure that the exposure to fluctuations in interest rates is kept 
within acceptable limits.  A substantial proportion of the total loan portfolio is for a term of less 
than one year, and the majority of the balance of its medium-term portfolio is on a floating-rate 
basis.  Floating rate loans are repriced periodically by reference to the transfer pool rate which 
reflects the Bank’s internal cost of funds.  As a result of these factors, the Bank’s exposure to 
interest rate fluctuations, and other market risks, is significantly reduced.  The Bank, in keeping 
with banking industry practice, aims to achieve stability and lengthen the term structure of its 
deposit base, while providing adequate liquidity to cover transactional banking requirements of 
customers. The Bank uses Earnings-at-Risk (EaR), Economic Value of Equity (EVE), and 
Interest Rate Repricing Gap reports to measure the possible impact to net interest income and 
net worth of the Bank under a simulated parallel movement of interest rate. Likewise, a system of 
risk limits and key risk indicators is also employed by the Bank to manage interest rate risk in the 
banking book.  
 
Credit Risk Management 
 
Credit Risk Management Process 
 
Credit risk is the primary financial risk in the banking system and exists in all revenue generating 
activities.  Credit risk is the risk that one party to a financial instrument will fail to discharge an 
obligation and cause the other party to incur a financial loss.  The risk arises any time when 
Bank’s funds are extended, committed, invested or exposed through actual or implied contractual 
agreements.  Capital depletion through loan losses has been the ultimate cause of most 
institutions' failures.  The Bank’s credit risk arises from its lending and trading of securities and 
foreign exchange activities. 
 
The Credit Risk Management Group (CRMG) is responsible for the overall management of the 
Bank’s credit risk, achieved through various functions embedded within the Group.  The Bank, in 
recognition of the importance of identifying and rating credit risk as the initial step towards its 
effective management, has put in place a comprehensive set of policies and established 
underwriting processes, as approved by the Board of Directors.  Regular analysis of the ability of 
potential and existing borrowers to meet interest and capital repayment obligations is made, 
including amendment of lending limits when appropriate.   The Bank is thus able to continually 
manage credit-related risks in its risk asset portfolio through objective assessments/evaluations 
of credit proposals prior to presentation to the appropriate approval authority, ensuring the 
highest standards of credit due diligence and independence.  The Bank’s approval matrix begins 
at carefully reviewed and selected individual limit delegations, working its way up to the 
Management Credit Committee (MCC), the Executive Committee (EXCOM) and the Board of 
Directors as appropriate. 
 
Credit Exposure Limits 
 
The Bank manages and controls credit risk by setting limits on the amount of risk it is willing to 
accept for individual borrowers and groups of borrowers as well as limits on large exposures, 
maturity, industry/geographical concentrations, real estate loan ceilings, secured/unsecured 
exposures, related exposures and mandatory lending to agricultural/agrarian entities as well as 
small and medium-sized enterprises.  Such risks are monitored on a regular basis and subjected 
to annual or more frequent review, when considered necessary.  Limits on large exposures and 
credit concentrations are approved by the Board of Directors.  The exposure to any one borrower 
is further restricted by sub-limits covering on- and off-balance sheet exposures.  Actual 
exposures against limits are monitored regularly.     
 
 
 
 



Other Credit Enhancements 
 
Exposure to credit risk is also managed in part by obtaining collateral, surety ship or guarantees.  
The amount and type of security required depends on an assessment of the credit risk of the 
counterparty.  In order to minimize credit loss, additional security shall be sought from the 
borrower when impairment indicators are observed for the relevant individual loans and 
advances.  The Bank implements guidelines on the acceptability and valuation parameters of 
specific classes of collateral for credit risk mitigation.  The main types of collateral obtained are 
as follows:  (i) for securities lending and reverse repurchase transactions: cash or securities; (ii) 
for commercial lending: mortgages over real estate properties, machineries, inventory and trade 
receivables; and (iii) for retail lending:  mortgages over residential properties and vehicles.  It is 
the Bank’s policy to dispose of repossessed properties in an orderly fashion.  The proceeds are 
used to reduce or repay the outstanding claim. In general, the Bank does not occupy 
repossessed properties for business use.   
 
The Bank also has in place an independent review of the loan portfolio quality and credit process 
that allows it to continuously identify and assess the risks on credit exposures and take corrective 
actions.  This function is carried out by the Credit Review Division under the Bank’s Credit Risk 
Management Group (CRMG).   
 
The Bank also measures credit risk exposure in terms of regulatory capital requirement using the 
standardized approach.  Under this method, credit exposures are risk-weighted to reflect third-
party credit assessment of the individual exposure from acceptable external credit rating 
agencies and allow the use of eligible collaterals to mitigate credit risk.  All documentation used 
in the collateralized transactions and for guarantees are binding on all parties and legally 
enforceable in the relevant jurisdiction. 
 
The management of the credit portfolio is subject to internal and regulatory limits which serve to 
control the magnitude of credit risk exposures and preserve the quality of the portfolio.  CRMG 
also monitors large exposures and credit risk concentrations in accordance with BSP Circular 
414. 
 
Operational Risk Management 
 
Operational risk arises from inadequate or failed internal processes, people, systems and 
external events. The primary tool in controlling operational risk is an effective system of internal 
controls effected by the Board and participated by each and every employee of the Bank.  
 
Proactively, the Bank has implemented a robust operational risk identification, assessment, 
monitoring, control and reporting system in each operating unit in the Bank.  The principal risk 
management tools include the Risk and Control Self-Assessment, Operational Losses and Key 
Risk Indicators Report, Incident Reports and the Internal Loss Database.  Moreover, a system for 
reporting of operational crimes and losses, and policies on whistle-blowing and handling of 
administrative cases are in place.   
 
Periodic reports to the ROC on operational risk exposures include among others the Profile of 
Complaints, the Legal Case Profile and the Fraud Report.    
 
Aside from securing adequate insurance coverage’s over properties owned and acquired, putting 
up of reserve for self-insurance and setting up allowances for probable losses, operational risk is 
mitigated through preventive and detective controls which are embedded in operating policies 
and procedures, approval limits and authorities to govern day-to-day operations. 
 
To instil risk awareness and operational risk control environment, the Bank’s ERMG and 
Compliance Group (CG) are an inherent part of the bank’s seminars and trainings, like the 
orientation for newly-hired employees; with presentations focusing on risk management and 
regulatory compliance.  Both Groups continuously develop and implement risk management and 
compliance policies, while holding interactive meetings with operating units to address risk issues 
and implement process enhancements.  In the last quarter of 2015, both ERMG and Compliance 
Group led in the initial implementation of the Bank’s Computer-Based Training project. The 



project is aimed at enabling training content more readily available and accessible; providing 
training and tests statistics and analytics, and a database for employees’ educational 
achievements.  Both ERMG and CG also directly involved banking units in risk and compliance 
processes through the Risk Control and Compliance Officer – a function embedded in business 
lines that serve as a liaison to enterprise activities of ERMG and CG. 
 
The Bank’s Technology Risk Management Framework continues to provide strengthened 
foundation and guidance on how the Bank should effectively manage emerging technology risks. 
It incorporates the requirements under existing BSP regulations and which takes into account 
strategic, operational, compliance and reputational risk is periodically reviewed and updated to 
ensure that all risks in the Bank’s technology-enabled products, services, delivery channels and 
processes are effectively managed and that any gaps are being regularly monitored and 
addressed. 
 
A comprehensive risk assessment and profiling methodologies for both IT functions and 
application systems were instituted. Risk identification and assessments over project 
management were enhanced from project initiation to implementation.  Control validation process 
was incorporated in technology risk assessments to ensure effectiveness of established risk 
mitigation strategy. The Bank’s risk management team continues to play an active role in 
providing risk insights and assessments during launch of new products, technology and services, 
development of risk management policies and imbibing a culture of risk aware organization 
through conduct of trainings and seminars to Bank employees. 
 
The Bank has in place a Business Continuity Management Framework that provides guidance for 
continuous operations in the event of any disruptions, and proactive mechanisms designed to 
prevent interruptions to critical business functions and improved Bank’s resiliency.   It follows a 
robust business continuity planning process that involves the conduct of a business impact 
analysis/risk assessment, periodic review and updating of business continuity plans and conduct 
of BCP tests and tests evaluation. 
 
To manage risks relative to PBCOM’s growing business, the Bank anticipated that added 
protection must be given to its resources and customers; thus, a Fraud Prevention program was 
established to: 

 Foster a Control Environment 
 Establish the Fraud Risk Management Framework 
 Perform Fraud Risk Assessment 
 Design & Implement Anti-Fraud Control Activities 
 Timely capture, analyze, monitor and report fraud risks 

 Monitor activities 

 

Information and policies were shared with the enterprise; and fraud databases were also 

acquired for eventual integration with the various systems.  As a result, the Bank ably prevented 

the use of its facilities for underhanded schemes and saved a significant amount in averted 

potential losses. 

 

 

Information Security 

 

The Information Security documentations of the Bank, namely:  IS Charter, IS Enterprise Policy 

and IS Programs were periodically reviewed and updated to conform with the minimum 

provisions prescribed by the regulatory authorities, government statutes and generally accepted 

standards.  With the advent of cyber-security attacks in the country there is a compelling need to 

continuously enhance the safeguard of the Bank’s information assets.  Information Security 

played a key role in ensuring protection of data, hence, preserving its confidentiality, integrity and 

availability, particularly during system migration, new products and services; and other initiatives 

involving third-party services. 

  

The enhanced Information Security Awareness Program shall sustain the employee security 

awareness and maturity by way of regularly communicating critical information to all employees 



through PBCOM On-Boarding for New Employees (P-ONE), the Continuing Education Program 

through Information Security Office email publication called InFoSec Bytes – that provides 

information security related matters needing urgent attention of all employees such as but not 

limited to, dissemination of information security documentation updates, cybersecurity, ATM 

Skimming, social engineering like phishing, vishing and smishing, and other security related 

fraudulent activities.  

 

Trust Risk Management 

 

The Trust and Wealth Management Group (TWMG) is exposed to fiduciary risks in managing 

funds and assets entrusted under its care and custody.  Failure of the Group to fulfill its fiduciary 

responsibilities to the trustor/principal may result to a loss, damage liability, or any undesirable 

event that can have adverse impact on the Bank. The major risks associated with the fiduciary 

activities of TWMG are market, credit, liquidity, operational, legal, compliance, strategic and 

reputation risks. Having account management, , portfolio and trading, trust credit, and operations 

functions within TWMG, the Bank has also designated personnel performing independent risk 

management function on fiduciary activities who directly report to the Enterprise Risk 

management Group (ERMG). The fiduciary risk exposure exists in both discretionary and non-

discretionary trust arrangements. 

 

Risks arising in the performance of trust duties and obligations are addressed through the Trust 

Committee, Risk Oversight Committee (ROC) and ERMG.  The Trust Committee performs 

oversight function on wealth, trust and other fiduciary services including the implementation of 

the risk management framework ensuring that internal controls are in place relative to the 

fiduciary activities of the Group.  The ROC has the overall responsibility of the development of 

the risk strategy and implementing principles, risk framework, policies and limits of the Bank, 

including its Trust business.  ERMG through its Trust Risk Unit spearheads the effective 

implementation of the risk management process through the following risk tools and controls: 

a. Periodic stress testing of Trust and Wealth portfolio 

b. Key risk indicators (KRIs) 

c. Issue/borrower/counterparty accreditation and utilization 

d. Value-at-Risk (VaR) 

e. Risk and Control Self-Assessments (RCSA) 

f. Risk profile 

g. Risk management dashboard 

h. Loss events 

i. Complaint management 

j. Legal cases 

k. Internal and regulatory limits 

l. Operational losses and key risk indicators report (OLKRIR) 

m. Monthly monitoring of key regulatory requirements 

n. Trust risk management policies 

 

 
Item 2. Properties 

 

The Bank’s Head Office is located at PBCom Tower, 6795 Ayala Avenue corner V.A. Rufino 

Street, Makati City.  PBCom currently owns 50% of PBCom Tower which was constructed under 

a Joint Development Agreement with Filinvest Asia.  The Bank has 82 branches and 11 Other 

Banking Offices (OBOs) nationwide as of December 31, 2015. Most of these are located in the 

metropolitan areas of Luzon, Visayas and Mindanao. These branches are owned and/or leased 

by the Bank. The list of our branches is attached herewith marked as Annex “A”.  

 

All properties owned by the bank are unencumbered.  

 

 

 



Item 3. Legal Proceedings 
 

To the best of the knowledge of management, the Bank is not aware of: 

 

(a) any bankruptcy petition filed by or against any business of which they are incumbent 
directors or senior officers, was a general partner or executive officer either at the time of 
the bankruptcy or within two years prior to that time; 

(b) any conviction by final judgment in a criminal proceeding, domestic or foreign, pending 
against any of the incumbent directors or executive officers; 

(c) any order, judgment, or decree, not subsequently reversed, suspended or vacated, of 
any court of competent jurisdiction, domestic or foreign, permanently or temporarily 
enjoining, barring, suspending or otherwise limiting the involvement of the incumbent 
directors or executive officers in any type of business, securities, commodities or banking 
activities; and 

(d) any finding by a domestic or foreign court of competent jurisdiction (in civil action), the 
SEC or comparable foreign body, or a domestic or foreign exchange or electronic 
marketplace or said regulatory organization, that any of the incumbent directors or 
executive officers has violated a securities or commodities law, and the judgment has not 
been reversed, suspended or vacated. 

 

which may have a material effect in the operations and deter, bar or impede the fulfillment of his/ 
her duties as a director or executive officer of the Bank. 

 

 

Item 4. Submission of Matters to a Vote of Security Holders 

   

Nothing was submitted during the fourth quarter of the fiscal year covered by this report to a vote 

of security holders. 

 

 

 

PART II – OPERATIONAL AND FINANCIAL INFORMATION 

  

Item 5. Market for Issuer's Common Equity and Related Stockholder Matters 

  

Common Shares of the Bank are traded in the Philippine Stock Exchange. 

  

Stock prices: 

 

 2015 2014 2013 

 High Low High Low High Low 

First Quarter 33.00 31.00 66.00 66.00 73.00 73.00 

Second Quarter 31.05 27.50 64.50 64.00 73.00 68.50 

Third Quarter 28.40 24.00 46.00 46.00 70.00 70.00 

Fourth Quarter 25.45 22.45 32.00 32.00 - - 

 

As of March 29, 2016, closing price of the Bank’s common shares was P23.60. 

 

Holders   

 

As of 31 December 2015, there were 399 shareholders of the Bank’s 480,645,163 issued and 

outstanding common shares. 

 
 
 
 
 
 



The top 20 registered stockholders of the Bank as of 31 December 2015 are as follows: 
 
 

 Name of Shareholder No. of Shares % 

1 PCD Nominee Corporation: 191,006,369 39.74% 

      Filipino – 190,946,076   

      Non-Filipino – 60,293   

2 P.G. Holdings, Inc. 181,080,608 37.67% 

3 Eric O. Recto 61,409,942 12.78% 

4 Langford Universal Finance Ltd. 15,263,964 3.18% 

5 Nubla, Ralph, Jr., C. 7,643,529 1.59% 

6 ISM Communications Corporation 4,806,987 1.00% 

7 TTC Development Corporation 4,181,665 0.87% 

8 Roxas-Chua, Ray Anthony Go 3,070,724 0.64% 

9 Cham, Edison Siy 1,790,853 0.37% 

10 KLG International, Inc. 1,790,853 0.37% 

11 Gregorio T. Yu 1,432,692 0.30% 

12 Chan Kok Bin 1,279,870 0.27% 

13 Chua, Renato C. 814,666 0.17% 

14 Chungunco, Edwin Ng  (Singaporean) 631,730 0.13% 

15 TFC Holdings, Inc. 562,588 0.12% 

16 Chung, Patricia Regine K. 261,294 0.05% 

17 Chung, Philippe Ryan K. 261,294 0.05% 

18 Ching, Winnifred 187,798 0.04% 

19 Ching, Jeffrey 175,505 0.04% 

20 Chung, Dexter Noel T. 174,196 0.04% 

21 Chung, Sidney T. 174,196 0.04% 

22 Chung, Zachary T. 174,196 0.04% 

 

Dividends History:  

 

Year Stock Dividend Cash Dividend 

2015 - - 

2014 - - 

2013 - - 

 

The Bank strictly complies with the BSP regulatory requirements under Subsection X136.2 of the 

Manual of Regulations for Banks which states that “before any declaration of dividends, banks 

shall comply with the following: 

 

(a) Clearing account with the Bangko Sentral is not overdrawn; 

(b) Liquidity floor requirement for government funds; 

(c) Minimum capitalization requirement and risk-based capital ratio; 

(d) Prescribed EFCDU/FCDU cover; 

(e) Statutory and liquidity reserves requirement; 

(f) No past due loans or accommodations with the Bangko Sentral or with any 

institution; 

(g) No net losses from operations in any one (1) of the two (2) fiscal years immediately 

preceding the date of dividend declaration; 

(h) Has not committed any of the major violations enumerated in Subsection X136.2.h. 

 

Recent Sale of Unregistered Securities 

 

There were no sales of unregistered securities within the fiscal year covered by this report.  

 

The Bank has no registered debt securities. There are no existing or planned stock options. 

There are no registered securities subject to redemption or call. There are no existing or planned 

stock warrant offerings. 

 



 

Item 6.  Management's Discussion and Analysis or Plan of Operation. 

 

(1) Management’s Discussion & Analysis 

 

Financial Condition & Results of Operations: 2015 (Consolidated) 

 
The Bank’s total assets as of December 31, 2015 stood at P76.08 Billion, up by P4.14 Billion 
from the 2014 year-end level of P71.94 Billion.  The increase was brought about by the P0.91 
Billion increase in trading and investment securities as the inventory of fixed-income securities 
and dollar bonds went up in line with the Bank’s strategy. Total loan portfolio of the Bank 
increased by P2.99 Billion to P36.50 Billion from P33.51 Billion. Non-performing loans (NPL) 
deteriorated by P0.49 Billion to P2.44 Billion with the NPL ratio registered at 1.44% from 1.40% 
in December 2014.  
 
PBCom’s liquidity position continued to remain stable as the Bank met all its financial obligations 
and loan commitments. We are fully compliant with the regulatory reserve requirements on 
continuing basis at an optimum funding mix. 
 
Total property and equipment declined by P0.10 Billion mainly due to depreciation and 
amortization partially offset by higher appraisal value of P29.9 Million. Investment properties 
improved by 21% or P988.6 Million mainly due to the fair value adjustment on Condominium 
Units for Lease on the 15

th
 and 18

th 
floor of PBCom Tower in September 2014 and foreclosed 

properties.  Other assets improved by P31.3 Million mainly due to higher prepaid expense that 
include software maintenance and business licenses for the year, and Creditable Withholding 
Tax.  
 
The deposits base of the Bank inclusive of deposit substitutes/repos improved by 3.58% from 
P62.54 Billion in 2014 to P64.78 Billion. There  was a shift in focus from high cost deposits to 
lower cost of funds as time deposits declined by P4.94 Billion while CASA deposits grew by 
P4.13 Billion.   This resulted in favorable reduction in interest expenses which went down by P5.3 
Million from P978.9 Million in 2014 to P973.6 Million this year. Deferred tax liabilities and Other 
acceptances, likewise grew by P292.2 Million and P16.4 Million, respectively.  
 
The Bank’s capital base is at P8.92 Billion, up by P1.71 Billion from P7.22 Billion in 2014, 
primarily attributed to the 2

nd
 tranche payment of PG Holdings Corporation. Re-measurement 

losses on defined benefit liability improved our losses by P98.5 Million to P172.7 Million in 2015. 
PBCom maintained healthy capital ratios to support its businesses and to maximize 
shareholder’s value.   The Bank’s Risk Based Capital Adequacy Ratio of 14.97% under the new 
BASEL 3 reporting standards covering credit, market and operational risk as of report date is well 
above the 10% minimum requirement. 
 
Amidst the unfavorable market conditions brought about by the global economic slowdown, 
PBCom maintained its profitable performance posting a net income of P203.6 Million in 2015 
from last year’s level of P110.5 Million.  
 
PBCom’s net interest income improved by 19.8% or P384.0 Million largely attributed by the 
decrease in interest expense on deposits and bills payable, the full year impact of income from 
subsidiaries (vs one quarter in prior year) and higher average volume of earning/interest bearing 
assets coming from current loans and Trade Receivables and Deposit with banks/BSP (delta of 
P517.8 Million and P34.5 Million, respectively). However, said increase was tempered by lower 
interest income from Trading and Investment Securities (by P169.21 Million) and Inter-
bank/SPURA (by P10.28 Million). 
 
Non-Interest Income significantly rose by 67.1% to P1.91 Billion from P1.14 Billion last year 
primarily due to the increase in fair value gain from investment properties of P561.3 Million. 
Additional contributors to the increase in non-interest income are the rental income from PBCom 
Tower (P90.6 Million) and other fees and commission (P100.09 Million). Trading Gains dropped 
by P54.0 Million due to lackluster trading opportunities.  
 



Operating expenses went up by P870.2 Million from 2014 level of P2.67 Billion to P3.54 Billion. 
The increase is mainly attributable to increase in provision for impairment losses by P638.7 
Million. Non-controllable costs also went up due to Depreciation and Amortization (by P92.6 
Million) and Taxes and Licenses (by P55.7 Million). The full year share in the operating expenses 
of the subsidiaries, compared to only 3 months in 2014 when BDI and RBNI were acquired, also 
contributed to the increase in our consolidated expenses. These were partly offset by lower 
representation expense (P18.9 Million) and advertising expense (P31.2 Million).  Manpower cost 
improved by 1.6% or a P21.9 Million savings as a result of lower headcount. 

 

Financial Condition & Results of Operations: 2014 (Consolidated) 

 
As of end December 2014, the consolidated total resources of the PBCom Group (parent 
company and subsidiaries) reached P71.93 Billion, while total liabilities and equity amounted to 
P64.71 Billion and P7.22 Billion, respectively. Total resources increased by P9.34 Billion 
compared to the December 2013 pre-consolidated level of P62.59 Billion. Said increase was 
brought about by the increase in the level of liquid assets and due from bank accounts 
amounting to P4.99 Billion. Meanwhile, securities declined by P6.19 Billion mainly due to lower 
debt securities carried at HTC. Loans and receivables improved by 34.20% or P8.55 Billion as 
result of renewed sales efforts during the year. Bank’s NPL for the period was at 1.68%, versus 
the previous year’s level of 0.60%. As the Bank expand its branch network to 76 branches, 
property and equipment increased by P144.5 Million from the previous year’s level of P1.75 
Billion to P1.89 Billion. Investment properties, likewise, improved by P915.0 Million. Moreover, 
intangible assets and other assets went up by P652.4 Million and P276.5 Million, respectively.  
 
Total liabilities increased by 10.57% from P58.53 Billion in 2013 to P64.71 Billion largely due to 
the increase in deposits by P11.83 Billion. However, bills payable dropped by 63.78% or P6.03 
Billion from 2013’s level of P9.46 Billion to P3.42 Billion as a result of the Bank’s full payment of 
the loan extended by the PDIC under its 10-year Financial Assistance Agreement. Deferred tax 
liability increased by P222.4 Million mainly due to the fair value adjustment for Investment 
Properties particularly on PBCom Tower held for lease. Other liabilities went up by 18.28% from 
last year’s level of P537.9 Million to P636.3 Million.    
 
The Bank’s total equity improved by 111.54% or P4.54 Billion, due to the following: 
 

 Payment of 30% subscription of PG Holdings, Inc. in 2014 for 181,080,608 common 
shares amounting to P1.79 Billion. 

 Transition adjustment for the early adoption of PFRS 9 from PAS 39 which resulted to a 
reversal of net unrealized loss on available-for-sale investment of P 1.25 Billion in 2013. 

 Consolidated net income for the year reached P110.5 Million.  

 

The non-controlling interest (NCI) from the two rural banks acquisition was recorded at P 5.5 

Million.  The measurement basis for the fair value of NCI is the proportionate interest method, 

where the net fair value of assets (liabilities) of the acquiree is multiplied by the percentage of 

ownership held by the minority stockholders. 
 
Consolidated RBCAR ratio of the Bank for 2014 stood at 15.91% and CET 1 ratio of 12.02% 
based on BASEL III guidelines of BSP Circular 781 that took effect starting January 2014. This 
covers credit, market and operational risk and is above the minimum requirement of 6% for CET 
1 and 10% for qualifying capital. 
 
In terms of profitability, PBCOM posted a consolidated net income of P111.5 Million in 2014 
compared to P1.63 Billion pre-consolidated net income in 2013. Decrease in income was 
primarily brought about by significantly lower Trading Gains by 96% or P1.48 Billion due to 
current market conditions and the resulting absence of trading income opportunities. Total 
Interest Income decreased by P214.1 Million from P3.34 Billion in 2013 to P3.13 Billion.  Interest 
income from trading and investment securities dropped by P457.9 Million mainly due to maturity 
of government securities purchased from proceeds of the loan extended by PDIC as part of the 
financial assistance program.  This, however, was partially offset by higher interest on loans and 
receivables that grew by 34.1% on loan outstanding balance as of end December 2014.  
Consumer loans increased by 217.7% or P2.14 Billion to P6.81 Billion in 2014 while commercial 



loan products increased by 28.7% or P5.01 Billion from P17.48 Billion in 2013.  Overall, interest 
income from Loans and Receivables increased by 63.45% or P809.3 Million to P2.08 Billion in 
2014. 
 
Interest and finance charges dropped by 27.22% or P442.6Million mainly due to higher interest 
on deposits (by P193.7 Million) but was offset by the decrease in bills payable and other fees by 
P24.7 Million and P611.7 Million, respectively. Overall, net interest income improved by 13.30% 
or P228.5 Million from last year’s level of P1.72 Billion to P1.95 Billion this year. 
 
Operating income went down by 23.20% or P933.0 Million due to lower Trading Gains coupled 
by the decrease in gain on assets exchange by P44.8 Million. Meanwhile, rental income and 
service charges, fees and commissions were up by P57.1 Million and P111.0 Million, 
respectively. Fair value gain, on the other hand, went up by P131.5 Million. 
 
Operating expenses increased by P682.9 Million from the previous year’s level of P1.99 Billion to 
P2.67 Billion.  The growth in expenses was mainly due to the increase in compensation and 
fringe benefits, depreciation and amortization, and occupancy and other equipment-related cost 
by P285.8 Million, P65.2 Million and P80 Million, respectively.  In addition, Recovery from 
impairment losses during the year went down from P402.7 Million in 2013 to P207.8 Million.   
 

The Bank’s Board of Directors approved in principle on May 28, 2014 the early adoption of PFRS 

9 which prompted the Bank to conduct an evaluation on the possible financial impact using the 

latest financial data.  The Board of Directors provided final approval on July 30, 2014.   

 

Following are the qualitative and quantitative results of the Bank’s impact evaluation: 

 

In accordance with the transition provisions of PFRS 9, the classification of debt financial assets 

that the Bank held at the date of initial application (i.e. January 1, 2014) was based on the facts 

and circumstances of the business model in which the financial assets were held at that date and 

on their contractual cash flow characteristics.  The initial application of PFRS 9 has had an 

impact on the following financial assets of the Bank: 

 

a. The Bank’s investments in debt instruments previously classified as AFS investments 

that met the criteria to be classified as at amortized cost under PFRS 9 were reclassified 

as such, because the business model is to hold these instruments in order to collect 

contractual cash flows.  The reclassification had no impact on the Bank’s surplus as of 

January 1, 2014.  

 
Investments on debt instruments previously classified as AFS investments that did not 
meet the criteria to be classified as at amortized cost under PFRS 9 have been classified 
as financial assets at FVTPL under PFRS 9. The accumulated net unrealized loss on 
AFS investments as of January 1, 2014 amounting to P11.1 Million was adjusted to 
opening ‘Deficit’ as of January 1, 2014. 

 
b. The Bank did not have any financial assets in the statement of financial position that 

were previously designated at FVPL but are no longer so designated.  Neither did it 
designate any financial asset as at FVTPL on initial application of PFRS 9.  

 
Investments in equity securities previously classified as AFS investments have been classified as 
financial assets at FVTOCI under PFRS 9. The reclassification had no impact on the Bank’s 
surplus as of January 1, 2014.  

 
The adoption of PFRS 9 has no material impact on the Bank’s financial liabilities. As of January 
1, 2014, all of the Bank’s financial liabilities are classified and measured at amortized cost. 
 
 
 
 
 



Financial Condition & Results of Operations: 2013 

 

PBCom’s total assets stood at P62.59 Billion while total liabilities and equity amounted to P58.53 

Billion and P4.07 Billion, respectively.  Total assets improved by 36.59% or P16.76 Billion from 

last year’s level of P45.83 Billion. Liquid Assets increased by 26.90% or P6.65 Billion from last 

year’s level of P24.7 Billion.  Due from Bangko Sentral ng Pilipinas improved by P4.12 Billion 

because of  the shift of funds from the interbank loans and receivable and SPURA amounting to 

P791.0 Million and due from other banks by P225.0 Million resulting from the reserve 

requirement on its higher deposit liabilities.  Available for Sale Investment improved its level from 

P16.78 Billion to P20.09 Billion due to improved liquidity generated from higher deposits.  Loans 

and receivable posted a 56.65% increase from last year’s level of P15.96 Billion to P25.00 Billion 

of the current year, as the Bank went aggressive on its lending activities.  Allowance on probable 

losses on loans decreased by P410 Million from the reclassification of some loans and the 

corresponding allowances to Investment Properties - foreclosed properties as well as from 

overall improved credit quality of the Bank’s loan portfolio.  Property and equipment account went 

up by P409.0 Million resulting from new and refurbished branches.  Investment Properties of the 

Bank likewise increased by P228.0 Million mainly due to the reclassification of some loans and 

receivable accounts to foreclosed properties and the fair value adjustment of certain properties in 

compliance with PFRS 13.    

 

Total liability increased year on year by 41.23% or P17.08 Billion from last year’s level of P41.44 

Billion.  Deposit Liabilities rose by P15.92 Billion or 50.78% from last year’s level of P31.35 Billion 

to this year’s level of P47.28 Billion. Bills payable and outstanding acceptance, likewise, 

increased by P1.63 Billion and P10.8 Million, respectively. Moreover, Accrued Interest, Taxes 

and other expenses and Deferred Tax liabilities went up by P62.1 Million and P91.4 Million. On 

the other hand, other liabilities dropped by P744 Million due to the reversal of unearned income 

from the accretion of the PDIC borrowings. 

 

The Bank’s equity decreased by 7.24% or P318 Million from last year’s level of P4.4 Million to 

P4.1 Million mainly due to the P1.89 Billion reduction in unrealized gains from the mark-to-market 

valuation of its Available-for-Sale Financial Assets. The Bank’s total deficit improved by 64.41% 

or P5.58 Billion from last year’s level of P8.66 Billion to P3.08 Billion from higher operating profits 

generated by the Bank’s core operation, i.e. from last year’s net income level of P984 Million to 

P1.63 Billion. The Bank’s Risk Based Capital Adequacy Ratio of 16.18%, computed according to 

the BASEL II guidelines issued under BSP Circular no. 538 covering credit, market and 

operational risk, is well above the 10% minimum requirement.  

 

PBCom posted P1.63 Billion net income in 2013. Interest income on loans and receivable 

increased by P174.8 Million, while deposit from other banks, rose by P12.5 Million. Interest 

expense on bills payable, borrowings and others went up by 10.16% or P86.4 Million. However, 

interest expense on deposit liabilities dropped by 12.12% or P95.1 Million in line with the 

decrease in market interest rates.  Overall operating income improved by P1.14 Billion due to 

increase in trading and securities gain by P786 Million, service charges, fees and commission by 

P61 Million and  income from trust operations by P7.1 Million. Fair value gain from investment 

properties also increased from a loss of P4.5 Million to P248 Million income in accordance with 

PFRS 13.  Operating expenses increased by P388.9 Million or 24.26% from last year’s level of 

P1.6 Billion due to the increase in compensation and fringe benefits by P372 Million, taxes and 

licenses by P133.3 Million, occupancy and other equipment-related cost by P33.5 Million, 

Depreciation and Amortization by P55.3 Million and Miscellaneous expenses by P195 Million.  

Provision for credit and impairment losses improved by P401 Million resulting from the release of 

excess allowance on loans and receivable.     

 

 

 

 

 

 

 



(2) Discussion of various key indicators: 
 
A. Key Performance Indicators 

 

Ratio 
December 

2015 
(Conso) 

December 
2014 

(Conso) 
Remarks 

Profit Margin 
(Net income divided by Gross 
income) 

4.81% 3.58% Net Profit Margin increased by 1.2 percentage points 
due to higher net income as well as gross income for 
2015 on account of improved performance of the parent 
bank and full year impact of the consolidation of 
subsidiaries. 

Return on Average Asset 
(Net income divided by Average 
assets) 

0.31% 0.16% Higher income for the year and increase in Average 
Assets improved ROA versus 2014 

Return on Average Equity 
Net income divided by Average 
equity) 

2.52% 1.96% Higher net income and increased average equity 
resulted to 0.57% improvement in ROE for the year. 

Capital Adequacy Ratio 
Qualifying capital divided by total 
of risk-weighted assets that 
include credit, market and 
operational risk) 

14.97% 15.91% Qualifying capital grew by P258M but was outweighed 
by higher total risk-weighted asset (by P4.88 billion) 
mainly on improved loan portfolio by P3.6 billion resulted 
to lower ratio.  It, however remains above the 10% 
minimum CAR required by the BSP. 

Basic Earnings per share 
Net income divided by average 
no. of common shares) 

0.68 0.36 Higher net income versus 2014, which is driven primarily 
by increased operating income, improved earnings per 
share  

 

B. Financial Soundness 

 

Ratio 
December 

2015 
(Conso) 

December 
2014 

(Conso) 
Remarks 

Liquidity Ratio (Liquid Assets to 
Total Deposits) Liquid Assets 
include cash, due from banks, 
interbank loans, and trading and 
inv. Securities. Total deposit 
refers to the total of peso and 
foreign currency deposits.  
 

52.14% 51.04% The Bank’s liquidity ratio improved by 1.10% due to 
higher liquid assets while deposit liabilities contracted by 
1.38% or P815 million for the year. 

Debt Ratio (Total Liability to 
Total Asset) 
Debt refers to the total liabilities 
while assets is the total assets 
 

88.27% 89.97% Minimal decrease in the Bank’s debt ratio has been 
observed due to growth in liabilities by 4.04% 
particularly bills payable by P3 Billion but was 
outweighed by the increase in total asset by 6.01% for 
the current period.   
 

Asset to Equity Ratio (Total 
Asset to Total Equity 
 
 

852.49% 996.55% 
 

The Bank’s lower leverage was due to 24% increase in 
equity as a result of 2

nd
 tranche payment of subscribed 

common stock by new investor last Sep 2015 while 
Total assets managed to grow only by 5.7%. 

Interest Rate Coverage Ratio 

(Earnings before interest & taxes 

to Interest Expense) 
 
 

170.87% 134.76% Interest rate coverage grew by 34% mainly due to 
improved earnings from loans and receivables while 
interest expense contracted by 18% compared to 2014 
level.  

Net Interest Margin   
Net interest income over Average 
Earning assets 

3.56% 3.24% NIM slightly increased as result of higher average yield 
in the earning assets by 0.33%.   

 

(a) Full Fiscal years 

 

o The Bank does not anticipate any cash flow or liquidity problems in the next 12 

months after year-end 2015. 

 

o The Bank does not foresee any events that will trigger direct or contingent 

financial obligation that is material to the company, including any default or 

acceleration of an obligation. 

 



o There are no material off-balance sheet transactions, arrangements, obligations 

(including contingent obligations), and other relationships of the company with 

unconsolidated entities or other persons created during the reporting period.   

 

o There are no material commitments for capital expenditures. 

 

o Uncertainties regarding the sustainability of economic growth of the country may 

pose challenges in the Bank’s drive to expand its loan portfolio.  Any negative 

impact of a slower economic growth, however, may be overcome or mitigated at 

the very least by aggressive spread management initiatives. 

 

o There were no significant elements of the Bank’s income in 2015 that did not 

arise from continuing operations. 

 

o Material Changes from Period to Period 

 
Statement of Condition: December 2015 vs. December 2014 (consolidated) 
 

(in thousands) 
Increase 

(Decrease) 
Percentage Remarks 

Cash and Other Cash Items 161,748 13.69% Higher Cash on Hand 

Due from BSP (612,839) -4.89% Lower investment in BSP-SDA 

Due from Other Banks 371,881 22.72% There has been an increase in the balance of settlement 
accounts maintained with correspondent banks versus the 
comparable period. 

Interbank Loans Receivable 
and Securities Purchased 
Under Resale Agreements 
(SPURA) 

(603,323) -72.46% Lower investment in interbank loans during the period  

FA at Fair Value through Profit 
or Loss 

(288,961) -42.23% Lower investment in FVTPL for the period  

Investment Securities at 
Amortized Cost 

1,197,526 9.02% Higher investment in debt securities for the period 

Equity Securities Carried at 
FV-OCI 

1,478 3.44% Fair value adjustments on club shares for the year. 

Loans and Receivables 2,987,183 8.91% Loan volume increased during the reporting period 

Property and Equipment (100,228) -5.30% Depreciation and amortization of fixed assets for the period 

Investment Properties 988,582 20.99% Higher fair value of PBCom Tower and ROPA. 

Other Assets 31,312 5.32% Higher Creditable Withholding Tax and Prepaid Expenses 

Demand Deposits 3,302,446 35.81% Improved deposit mix due to conscious effort to lower cost 
led to higher  low cost deposits and lower high cost 
deposits during the period 

Savings Deposits 826,505 19.55% 

Time Deposits (4,944,701) -10.83% 

Bills Payable 3,056,193 89.22% Higher due to new REPO product.    

Outstanding Acceptances 16,445 64.19% The higher outstanding acceptances is due to a increase in 
bills of exchange accepted by the Bank 

Manager’s Checks (96,802) -45.85% There was an increase in un-negotiated MC’s as of report 
date 

Accrued interest, Taxes and 
Other Expenses 

5,012 0.94% There was an increase in accruals on other expenses and 
on retirement liability for the year. 

Income Tax Payable 4,516 17.88% Higher tax due for the year 

Deferred tax liabilities – net 292,222 39.42% FV Gain recognized on Tower and ROPA 

Other Liabilities (21,433) -3.37% Lower Accounts Payable to Vendors, AP Tax, etc. 

 
 

Statement of Income and Expenses: Jan-Dec 2015 vs Jan-Dec 2014 (consolidated) 
 

(in thousands) 
Increase 

(Decrease) 
Percentage Remarks 

Interest Income on Trading 
and investment securities 

(169,206) -21.20% Lower interest income earned due to the maturity of high 
yielding government securities in March 2014 as we exit 
FAA (Financial Assistance Agreement). 

Interest Income on Loans and 
receivable 

517,880 24.90% Higher loan volume and  full-year share from interest 
income of subsidiaries (v.s. 1 quarter only in 2014) 

Interest Income on IBCL & 
SPURA 

(10,284) -47.36% Lower income due to lower volume 

Interest Income on Deposit 
with other Banks 

34,467 125.94% Higher interest income from Due from BSP as a result of 
various placements to SDA for the year. 



Interest Income on Others (197,642) -100.00% Interest income booked in relation to accretion of unearned 
income arising from FAA transaction, none in 2015 

Interest Expense on 
Deposit Liabilities 

(12,169) -1.38% Improved deposit mix due to conscious effort to lower cost 
led to higher  low cost deposits and lower high cost 
deposits during the period 

Interest Expense on Bills 
payable and borrowings  

7,910 8.26% Higher interest expense mainly due to higher volume from 
REPO product 

Interest Expense on Others 
 

(204,553) -100.00% Interest expense booked in relation to amortization of 
discount on bills payable arising from FAA transaction, 
none in 2015 

Trading and Securities Gain – 
net 

(102,423) -165.31% There was a reduction in trading income due to the impact 
of rising market rates on bond prices. 

Gain (loss) on disposal of 
investment securities at  
amortized cost 

48,432 -18739% Higher gain on disposal of securities for the year 

Service Charges, Fees & 
Commissions 

100,092 30.66% Higher PBCOM fees and full-year share from fees of 
subsidiaries (v.s. 1 quarter only in 2014) 

Rent Income 90,648 28.92% The escalation of rental rates in 2015 and the additional  
floors rented out has generated increased income from 
rent 

Fair Value Gain 561,321 147.56% Higher FV Gain recognized on Tower and ROPA 

Gain on asset exchanged 25,134 -117.27% 2014 loss on foreclosure of Fil Estate 

Foreign Exchange Gain (Loss) 
–Net 

(21,604) -67.93% A combination of lower revaluation income and lower 
actual/realized gain from foreign exchange trading has led 
to a decrease in foreign exchange gains. 

Miscellaneous Other Income 69,005 309.59% Higher ancillary income generated for the period 

Compensation and Fringe 
Benefits 

(21,874) -1.60% Lower manpower costs due to lower headcount offset by 
higher subsidiaries costs due to impact of full year share in 
expenses (vs. 1 quarter only in 2014)  

Depreciation & Amortization 92,570 46.64% Due to branch transformation, new branches and systems 
upgrade and higher subsidiaries costs due to impact of full 
year share in expenses (vs. 1 quarter only in 2014) 

Occupancy and other 
equipment- related costs 

7,219 3.43% Mainly due to higher subsidiaries costs because of impact 
of full year share in expenses (v.s. 1 quarter only in 2014) 

Taxes and Licenses 55,653 14.64% Higher documentary stamp taxes due to increase in 
average time deposits volume and higher subsidiaries 
costs due to impact of full year share in expenses (v.s. 1 
quarter only in 2014) 

Provision for impairment 
losses 
 

6,38,655 -327.76% 2014 include reversal of provisions, additional provisions 
required in 2015 for corporate and retail loans and higher 
subsidiaries costs due to impact of full year share in 
expenses (v.s. 1 quarter only in 2014) 

Insurance 25,175 
 

24.47% Increase in PDIC Insurance due to higher deposit level in 
2015 

Security, clerical, messengerial 
and janitorial services 

3,133 3.25% Mainly due to higher subsidiaries costs because of impact 
of full year share in expenses (v.s. 1 quarter only in 2014) 
and higher security services rate 

Entertainment, amusement 
and recreation 

(18,946) -23.15% Lower spend on entertainment costs due to conscious 
effort of the Bank to reduce costs 

Management and professional 
fees 

81,800 101.20% Higher consultancy fees 

Miscellaneous 6,894 2.41% Mainly due to higher subsidiaries costs because of impact 
of full year share in expenses (v.s. 1 quarter only in 2014) 

Provision for Income Tax 
 

186,783 62.35% Higher FV gain recognized from Tower and ROPA. 

 

Interest income on non-discounted loans is recognized based on the accrual method of 

accounting while unearned discounts are amortized to income over the terms of the loans.  As 

such, there are no seasonal aspects that materially impact on the Bank’s interest revenues. 
 

Item 7. Financial Statements 

 

Attached hereto are the Audited Financial Statements for the year ended December 31, 2015. 

 
The accounting firm of Sycip, Gorres, Velayo and Co. (“SGV”), with address at SGV Building, 
6760 Ayala Avenue, Makati City, has been the Bank’s independent public accountants for the 
past years. The same accounting firm will likely be recommended for re-election at the scheduled 
annual meeting this year. Ms. Josephine A. Abarca was assigned partner starting in 2014 in 
compliance with SRC 68(3)(b)(ix).   
 



SGV is expected to be represented in the coming Annual Stockholders’ Meeting with an 
opportunity to make statements, if they so desire, and will be available to respond to appropriate 
questions. 

 

There is no disagreement with the Bank's accountants on matters of accounting and financial 

disclosure. 

 

The aggregate external audit fees billed for each of the last three (3) fiscal years for the audit of 

the registrant’s annual financial statements or services that are normally provided by the external 

auditors are as follows: 

 

  

Fiscal Year Audit Fees  All other fees 

2015 P3,127,626 P - 

2014   3,018,400  1,601,600 

2013   3,193,344   1,923,647 

 

The above audit fees are inclusive of the following: (a) Other assurance related services by the 

External Auditor that are reasonably related to the performance of the audit or review of the 

Bank’s financial statements and (b) All Other Fees.  Fees paid to professional partnerships like 

SGV are not subject to withholding tax. 

 

The Audit Committee is directly responsible in selecting and appointing the independent public 

accountants.  Annually, the Committee recommends that the Board request shareholder 

ratification of the appointment of the independent public accountants.  The Committee is also 

responsible for setting the compensation of the independent public accountants and periodically 

reviews the fees charged for all permitted audit-related expenses and other services.  It is also 

their responsibility to evaluate and, when appropriate, to remove the independent public 

accountants. 

 

At present, the Audit Committee is composed of: Emmanuel Y. Mendoza as Chairman with 

Bunsit Carlos G. Chung and Levi B. Labra as Members. 

 

 

Item 8. Changes in and Disagreements with Accountants on Accounting and Financial 

Disclosure 

 

There were no changes and disagreement with accountants on matters of accounting and 

financial disclosure. 

 

 

 

PART III - CONTROL AND COMPENSATION INFORMATION 

  

Item 9. Directors and Executive Officers of the Issuer 

 

(1) Directors and Executive Officers of the Registrant 

 

 
NAME 

 

 
OFFICE 

 

 
AGE 

 
CITIZENSHIP 

 

YEAR OF 
ASSUMPTION 

OF OFFICE 

Eric O. Recto Chairman of the Board/Director 52 Filipino 2011 

Leonardo B. Dayao Vice Chairman / Director 72 Filipino 2014 

Patricia May T. Siy President & CEO / Director 55 Filipino 2015 

Carmen G. Huang Executive Director 65 Filipino 2015 

Bunsit Carlos G. Chung Director 65 Filipino 1997 

Lucio L. Co Director 61 Filipino 2014 



Susan P. Co Director 58 Filipino 2014 

Ralph C. Nubla, Jr. Director 64 Filipino 1984 

Patrick Sugito Walujo Director 40 Indonesian 2011* 

Gregorio T. Yu Director 57 Filipino 2011 

David L. Balangue Independent Director 64 Filipino 2014 

Jesus S. Jalandoni, Jr. Independent Director 58 Filipino 2013 

Levi B. Labra  Independent Director 57 Filipino 2014 

Roberto Z. Lorayes Independent Director 72 Filipino 2014 

Emmanuel Y. Mendoza Independent Director 50 Filipino 2014 

Victor Q. Lim Executive Vice President – 
Consumer Finance Group 

54 Filipino 2012 

Eriberto Luis S. Elizaga Executive Vice President – Corporate 
& Commercial Banking Group 

51 Filipino 2015 

Expedito G. Garcia Senior Vice President – Customer 
Information & Transaction Banking 
Group 

58 Filipino 2015 

Arlene M. Datu Senior Vice President – Finance 
Group 

57 Filipino 2013 

Angelo Patrick F. Advincula Corporate Secretary 45 Filipino 2014 

Michael Stephen H. Lao Asst. Corporate Secretary/Chief 
Information Officer 

32 Filipino 2014 

* Resigned effective 1 December 2015 
 
 

BOARD OF DIRECTORS  
 
 
ERIC O. RECTO, Chairman of the Board and Director 
Mr. Recto, Filipino, 52 years old, was elected Director and Vice Chairman of the Board on July 
26, 2011, appointed Co-Chairman of the Board on January 18, 2012 and Chairman of the Board 
on  May 23, 2012. He is the Chairman and CEO of ISM Communications Corporation, Chairman 
and President of Bedfordbury Development Corporation; Vice Chairman of Atok-Big Wedge Co., 
Inc., and President and Director of Q-Tech Alliance Holdings, Inc.; a Director of  Petron 
Corporation and a member of the Board of Supervisors of Acentic GmbH. Prior to joining the 
Bank, Mr. Recto served as Undersecretary of Finance of the Republic of the Philippines from 
2002 to 2005, in charge of handling both International Finance Group and the Privatization 
Office. Before his stint with the government, he was chief finance officer of Alaska Milk 
Corporation and Belle Corporation. Mr. Recto has a degree in Industrial Engineering from the 
University of the Philippines as well as an MBA from Johnson School, Cornell University, USA. 
 
LEONARDO B. DAYAO, Vice Chairman and Director 
Mr. Dayao, Filipino, 72 years old, was elected Director on September 29, 2014 and Co-Vice 
Chairman on October 24, 2014. He is the President of Cosco Capital, Inc., a publicly-listed 
company.  He is the Chairman of PSMT Philippines, Inc., Catuiran Hydropower Corporation, 
Fertuna Holdings Corporation and Vice-Chairman of Union Energy Corporation.  Mr. Dayao is 
also the President of Alcorn Petroleum and Minerals Corporation, Puregold Finance, Inc., 
Puregold Duty Free (Subic), Inc., San Jose I Power Corporation and NE Pacific Shopping 
Centers Corporation. Mr. Dayao is a Director of Puregold Price Club, Inc., Entenso Equities, Inc., 
Puregold Realty Leasing and Management, Inc., Fontana Development Corporation, Fontana 
Resort and Country Club,  Liquigaz Philippines Corporation, Puregold Finance, Inc., Puregold 
Duty Free (Subic), Inc., Bellagio Holdings, Inc. and VFC Land Resources, Inc.    Mr. Dayao was 
previously connected with Ayala Investment and Development Company as Vice-President from 
1980 to 1984 and Bank of the Philippine Islands as Vice President from 1984 to 1994. Mr. Dayao 
received a Bachelor of Science degree in Commerce from the Far Eastern University. He is a 
Certified Public Accountant. He has completed Basic Management Program at Asian Institute of 
Management and earned units in MBA from the University of the Philippines-Cebu. 
 
PATRICIA MAY T. SIY, President and Chief Executive Officer, Director 
Ms. Siy, Filipino, 55 years old, was elected Director, President and Chief Executive Officer on 
June 1, 2015. Prior to joining PBCom, she was the Chief Corporate Planning Officer of Travelers’ 
International Hotel Group and Chief Finance Officer of Rustan’s Supercenter Inc. She was 
formerly an Executive Vice President of Security Bank Corporation and became Head of its 



Commercial and Retail Banking Segment, Corporate Relationship Group and Middle Market 
Group.  She also served in various positions at Standard Chartered Bank, the last of which as 
First Vice President-Head of Consumer Credit and Assistant Vice President of Private 
Development Corporation of the Philippines - Head of Branch Lending.  Ms. Siy obtained her 
Bachelor of Science degree in Industrial Management Engineering minor in Chemical 
Engineering from De La Salle University. 
 
CARMEN G. HUANG, Executive Director 
Ms. Huang, Filipino, 65 years old, was elected Executive Director on April 29, 2015.  She 
obtained both her Bachelor of Arts in Mathematics and Bachelor of Science in Accountancy at St. 
Scholastica’s College Manila, and completed the academic requirements for Master in Business 
Administration at the Ateneo Professional School.  In the past, she held various critical 
management positions in both government and private financial institutions.  Ms. Huang is a 
Certified Public Accountant. 
 
BUNSIT CARLOS G. CHUNG, Director  
Mr. Chung, Filipino,  65 years old, was elected Director on June 17, 1997. He is President of 
Supima Holdings, Inc., and Director of La Suerte Cigar & Cigarette Factory, Century Container 
Corporation, Bicutan Container Corporation, Tosen Foods Corporation, PBCom Finance 
Corporation, State Land, Inc., State Investment, Inc. and State Properties, Inc. He is also a 
member of the Board of Advisors of Xavier School Inc., Board of Trustees of Tiong Se Academy, 
Immaculate Conception Academy Greenhills Scholarship Foundation Inc., Mother Ignacia 
National Social Apostolate Center, Seng Guan Temple and Kim Siu Ching Family Association. 
He is also Chairman of Tiong Se Academy Building Renovation, Academic & Faculty 
Development Programs & Ways & Means. Mr. Chung has a degree AB (Economics) - BSBA 
from De La Salle University as well as an MBA from the University of Southern California. 
  
LUCIO L. CO, Director 
Mr. Co, Filipino, 61 years old was elected Director on September 29, 2014. He is the Chairman 
of the Board of Puregold Price Club, Inc., Cosco Capital, Inc. and Da Vinci Capital Holdings Inc., 
all publicly-listed companies. Mr. Co has been an entrepreneur for the past 40 years.   
 
SUSAN P. CO, Director 

Mrs. Co, Filipino, 58 years old was elected Director on September 29, 2014. She is currently 
Director and Treasurer of Puregold Price Club, Inc. and Cosco Capital, Inc., both publicly-listed 
companies. She is the Chairman of Cosco Price, Inc. and Star Alliance, Inc., Treasurer of Luis 
Co Chi Kiat Foundation, Alcorn Petroleum & Minerals Corporation, Union Energy Corporation, 
Union Equities, Inc., and Bellagio Holdings, Inc.  She is also a Director of Kareila Management 
Corporation, 118 Holdings, Inc., CHMI Hotels and Residences, PPCI-Subic, Inc., Ellimac Prime 
Holdings, Inc., Meritus Prime Distributions, Inc., Montosco, Inc., Nation Realty, Inc., Illido 
Management Corporation, PG Holdings, Inc., San Jose City I Power Corp., League One, Inc., 
Patagonia Holdings Corp., Premier Wine and Spirits, Inc., Pure Petroleum Corp., Forbes 
Company, KMC Realty Company, Puregold Duty Free, Inc., Puregold Duty Free (Subic), Inc., NE 
Pacific Shopping Centers Corporation, Puregold Realty Leasing and Management Inc., and 
Puregold Properties, Inc. Ms. Co received a Bachelor of Science in Commerce from the 
University of Santo Tomas. 
 
RALPH C. NUBLA, JR., Director 

Mr. Nubla, Filipino,  64 years old was elected Director on March 24, 1982. He is Director of 
PBCom Finance Corporation, Director and President of R. Nubla Securities, Echague Realty 
Corporation and RN Realty Corporation. He was an Executive Director of the Bank in 2004, 
Senior Vice President in 1982, Vice Chairman in 2000 and Chairman of the Board in 2010. He 
has more than 30 years of experience in banking. He was also President of CNC Investment Inc. 
He graduated from Ateneo de Manila University with a Bachelor of Science degree in 
Commerce. 
 
PATRICK SUGITO WALUJO, Director 
Mr. Walujo, Indonesian, 40 years old, was elected Director in July 26, 2011. He is co-founder and 
co-managing director of Northstar Equity Partners (Northstar), a leading private equity fund with 
a primary focus on Indonesia. Northstar is the Indonesian Partner of TPG Capital, one of the 



world’s leading private equity funds. Before co-founding Northstar, he was Senior Vice President 
of Pacific Century Group in Tokyo, Japan. Prior to working at Pacific Century Group Japan, he 
was an associate at the investment banking division of Goldman, Sachs & Co., in London and 
New York. Mr. Walujo holds a degree in Bachelor of Science in Operations Research and 
Industrial Engineering from Cornell University, USA and is Ernst & Young Indonesia’s 2009 
Young Entrepreneur of the Year.  
 
GREGORIO T. YU, Director  
Mr. Yu, Filipino, 57 years old, was elected Director on July 26, 2011. At present, he is also the 
Chairman of Auto Nation Group Inc., CATS Automobile Corporation and American Motorcyles, 
Inc. He is also the Vice Chairman of the Board and Chairman of Executive Committee of Sterling 
Bank of Asia. He is also a Director of Philippine Airlines, CATS Asian Cars, Inc, Philippine 
National Reinsurance Corporation, PhilEquity Management Inc., Vantage Equities Inc., Iremit 
Inc., Unistar Credit and Finance Corporation, Prople BPO Inc., Glyph Studios, Inc., WSI 
Corporation, Nexus Technologies and Jupiter Systems Corporation. He is also a Trustee of 
Government Service Insurance System and of Xavier School Inc., Chairman, Ways and Means 
of Xavier School Educational and Trust Fund, a Board Member of Ballet Philippines and The 
Manila Symphony Orchestra.  Mr. Yu was formerly President and CEO of Belle Corporation, 
Tagaytay Highlands International Golf Club, Inc., Tagaytay Midlands Golf Club and the Country 
Club at Tagaytay Highlands, Vice Chairman of APC Group and Philippine Global 
Communication. He was  formerly a member of the Board of Directors of CATS Motors Inc., 
International Exchange Bank, Philequity Fund Inc., Vantage Equities Corporation and Filcredit 
Finance.  He was also a Director of Yehey Corporation,  iRipple, RS Lim, Director for Corporate 
Finance of Chase Manhattan Bank Asia in Hong Kong and a Vice President, Area Credit for the 
Chase Manhattan Bank Regional Office in Hong Kong.  He received his MBA from the Wharton 
School of the University of Pennsylvania in 1983 and his Bachelor of Arts in Economics (Honors 
Program) Summa Cum Laude from De La Salle University in 1978. 
 
DAVID L. BALANGUE, Independent Director 
Mr. Balangue, Filipino, 64 years old, was elected Independent Director on April 7, 2014. He is 
presently Director of Manufacturer’s Life Insurance (Philippines), Inc., Manulife Financial Plans, 
Inc., Trans-Asia Oil and Energy Development Corporation, Trans-Asia Power Generation 
Corporation, Subic One Power Generation Corp., Roxas Holdings, Inc., Holcim Philippines, Inc. 
Maybank ATR Kim Eng Capital Partners, Inc., ATR Asset Management, Inc. Unistar Credit & 
Finance Corporation, and Omnipay, Inc., and Director and Trustee of Habitat for Humanity 
(Philippines) Foundation, Inc. He is also Chairman of Philippine Financial Reporting Standards 
Council and Coalition Against Corruption, Chairman of National Citizen’s Movement for Free 
Elections (NAMFREL), Chairman and President of Makati Commercial Estate Association and 
Philippine Council for Population and Development, and President of Makati Parking Authority, 
Inc. In the past, he served as the Chairman and Managing Partner of Sycip, Gorres Velayo & Co. 
He obtained his Bachelor of Science in Commerce Major in Accounting (Magna Cum Laude) at 
the Manuel L. Quezon University and his Master in Management (With Distinction) at the Kellogg 
School of Management, Northwestern University in Evanston, Illinois, USA. Mr. Balangue is a 
Certified Public Accountant and placed 2

nd
 in the 1972 CPA Board Examination. 

  
JESUS S. JALANDONI, JR., Independent Director 
Mr. Jalandoni, Filipino,  58 years old, was elected Independent Director on January 28, 2013. He 
is currently Director of Liberty Flour Mills, JM & Co., Inc., Personal Computer Specialist, Inc. as 
well as Chairman and President of Alegria Development Corporation. He is also Executive Vice 
President of Enterprise Leasing Corporation, President of LFM Properties Corporation, Valueline 
Realty & Development Corporation, Buendia Offices Condominium Corporation and Second 
Midland Corporation. He is Vice President of Kanlaon Development Corporation and Kanlaon 
Farms, Inc., Mr. Jalandoni holds a Bachelor of Science degree in Business Management major in 
Economics at Simon Fraser University, Burnaby, British Columbia. 
 
LEVI B. LABRA, Independent Director 
Mr. Labra, Filipino, 57 years old, was elected Independent Director on October 24, 2014. He is 
also Director of Cosco Capital, Inc. Mr. Labra obtained his Bachelor of Science degree in 
Business Administration (Cum Laude) at the University of San Carlos, Cebu City.  
 



ROBERTO Z. LORAYES, Independent Director 

Mr. Lorayes, Filipino, 72 years old, was elected Director on October 24, 2014. He currently 
Chairman of the Board of PhilEquity Management, Inc., Director of I-Vantage, Inc., E-biz 
Corporation, Stategic Equities Corporation and House with No Steps Foundation. Mr. Lorayes 
obtained his Bachelor of Science degree in Commerce and Liberal Arts at De La Salle University 
and Masters in Business Management at the Ateneo De Manila University. 
 
EMMANUEL Y. MENDOZA, Independent Director 
Mr. Mendoza, Filipino, 50 years old, was elected Independent Director on December 19, 2014. 
He is currently the Managing Partner of Mendoza Querido & Co., (a member firm of Moore 
Stephens International Limited), President of MQ Agri Unlimited Inc., Treasurer of Two Delta 
Holdings, Inc. and Pacific Harbour Investment Holding. He is Director of Crossgate Holdings, 
Pinoyfoods and Beverages Corporation, Leyte Export and Trading Corporation, F. Mendoza 
Realty Development Corporation. He obtained his Bachelor in Business Administration in 
Accountancy at the University of the Philippines and a Master in Management at the Asian 
Institute of Management. Mr. Mendoza is a Certified Public Accountant.   
  
ANGELO PATRICK F. ADVINCULA, Corporate Secretary 
Mr. Advincula, Filipino, 45 years old, was elected Corporate Secretary on October 24, 2014. He 
is currently a Partner of Zambrano and Gruba Law Offices, Director of Da Vinci Capital Holdings, 
Inc., and ZG Global Advisors Corporation. Mr. Advincula holds a Bachelor of Arts degree in 
Philosophy and a Bachelor of Laws both from the University of the Philippines. He is a Member 
of the Philippine Bar. 
 
MICHAEL STEPHEN H. LAO, Asst. Corporate Secretary and Corporate Information Officer 
Mr. Lao, Filipino, 32 years old, was elected Assistant Corporate Secretary and Corporate 
Information Officer on November 30, 2014. He is currently an Associate of Zambrano and Gruba 
Law Offices. Mr. Lao holds a Juris Doctor degree from the Ateneo de Manila – Law School and a 
Bachelor of Science in Business Administration from the College of St. Benilde. He is a Member 
of the Philippine Bar. 

 

EXECUTIVE OFFICERS 

 
VICTOR Q. LIM, Executive Vice President- Prosperity Banking Segment 

Mr. Lim, Filipino, 55 years old, was hired on October 30, 2012.  He was formerly EVP and Retail 

Banking Group Head of Chinatrust Commercial Bank Philippines, Senior Asset Manager/Project 

Consultant of Solomon Edwards Group/Federal Insurance Corporation, Vice President and 

Compliance and Control Director of Citibank N.A. Shanghai, Vice President & Country Business 

Manager of Citibank N.A. Guam, USA, and held various managerial positions with Citibank N.A. 

Philippines. Mr. Lim graduated from Asian Institute of Management (AIM) with a degree of 

Master in Business Administration. 
 
ERIBERTO LUIS S. ELIZAGA, Executive Vice President – Corporate & Commercial Banking 
Group 
Mr. Elizaga, 51 years old, was hired on September 14, 2015.   Prior to joining PBCom, he was a 
Senior Relationship and Team Head of Corporate Banking Division of Security Bank Corporation 
with the rank of Senior Vice President. He likewise had stints in commercial and consumer loans 
with the same bank.   Mr. Elizaga held various managerial positions in the areas of Corporate 
and Commercial Banking Credit Services, Branch Credit in Standard Chartered Bank, Union 
Bank of the Philippines and Philippine Commercial and International Bank.  He has an AB 
Economics degree from the Ateneo de Manila University is a candidate for MBA at the Ateneo 
Graduate School. 

 
EXPEDITO G. GARCIA, Senior Vice President – Customer Information & Transaction Banking 
Group 
Mr. Garcia, 58 years old, was hired on September 1, 2015.  He was formerly FVP Head of 
Operations, Data Analytics and was also FVP Head of Personal Cash Management Division of 
Banco de Oro.  He also served as Vice President, Head of Product Management, Payments and 



Cash Management of HSBC Philippines as well as Corporate Planning Officer and Product 
Management Head of Security Bank.  He was formerly a Product Manager of BPI. Mr. Garcia 
has a degree in Industrial Management Engineering from De La Salle University and has 
Masters in Business Administration from the same university.  He holds a Certificate in 
International Cash Management from the Association of Corporate Treasurers, United Kingdom, 
England. 
 
ARLENE M. DATU, Senior Vice President – Finance Group 
Ms. Datu, 57 years old, was hired on January 21, 2013.  She was formerly SVP and Franchise 
Controller of Citibank N.A. – Philippines and Guam. Prior to the said position, she was the Chief 
Finance Officer of Citibank-Guam.   She also held various managerial positions with Citibank – 
Philippines where she started her career in banking, focusing on the areas of Operations and 
Finance.   Ms. Datu obtained her Bachelor of Science in Commerce degree Major in Accounting 
at the Polytechnic University of the Philippines. 

 

The directors of the bank are elected at the annual stockholder's meeting to hold office until the 

next succeeding annual meeting and until their respective successors have been elected and 

qualified.  

 

Directorship in Other Reporting Companies 

 
Mr. Eric O. Recto is also a director of ISM Communications Corporation, Atok-Big Wedge Co. 
Inc., and Petron Corporation. 
 
Mr. Leonardo B. Dayao is also a Director of Puregold Price Club, Inc. and Cosco Capital, Inc. 
 
Mr. Lucio L. Co is also a Director of Puregold Price Club, Inc., Cosco Capital, Inc., and Da Vinci 
Capital Holdings, Inc. 
 
Ms. Susan P. Co is also a Director of Puregold Price Club, Inc. and Cosco Capital, Inc. 

 

Mr. Gregorio T. Yu is also a director of IRemit, Inc., Yehey Corporation, National Reinsurance 

Corporation of the Philippines, Philequity Fund, Inc., PAL Holdings, Inc.,  and Vantage Equities, 

Inc. 

 
Mr. Levi B. Labra is also a Director of Cosco Capital, Inc. 

 

Mr. Jesus S. Jalandoni, Jr. is a Director of Liberty Flour Mills. 

 

Mr. Roberto Z. Lorayes is a Director of Vantage Equities, Inc. 

 

Mr. David Balangue is an Independent Director of Roxas Holdings, Inc. and Trans-Asia Oil and 

Energy Development Corporation. 

 

Mr. Angelo Patrick F. Advincula is also a Director of Da Vinci Holdings, Inc. 

 
Shares of Atok-Big Wedge Co., Inc. (AB), ISM Communications Corporation (ISM), Petron 
Corporation (PCOR), Puregold Price Club, Inc. (PGOLD), Cosco Capital, Inc. (COSCO), Da Vinci 
Capital Holdings, Inc. (DAVIN), Liberty Flour Mills (LFM),), National Reinsurance Corporation of 
the Philippines, IRemit, Inc. (I), Yehey Corporation (YEHEY) and Vantage Equities, Inc. (V) are 
all listed in the Philippine Stock Exchange, Inc. PhilEquity Fund, Inc. is an open end mutual fund 
company whose capital stock are covered by Registration Statements filed with the SEC. 

 

Significant Employees 

 

There is none to disclose. The Bank currently does not employ any person who is not an 

executive officer but makes a significant contribution to the business. 

 

 



Family Relationships 

 

Mr. Lucio L. Co and Ms. Susan P. Co are husband and wife. Other than the foregoing, the 

persons nominated or chosen by the Bank to become directors or executive officers are not 

related to each other up to the fourth civil degree either by consanguinity or affinity.   

 

Involvement in Legal Proceedings  

 

The Bank is not aware of any legal proceeding including without limitation any (a) bankruptcy 

petition, (b) conviction by final judgment, (c) order, judgment or decree, or (d) violation of a 

securities or commodities law, during the last five (5) years up to the date of the filing of this 

Statement, to which any of its Directors and Executive Officers is a party and which is material to 

an evaluation of their ability or integrity to act as such. 

 

Item 10. Executive Compensation 

 

a. Compensation of Directors and Executive Officers 

 

Since the Bank obtained an exemption from the SEC to disclose the required detailed 

compensation information, disclosure of aggregate compensation paid or accrued during the last 

three fiscal years 2013 to 2015 of the Bank's Chief Executive Officer and four other most highly 

compensated executive officers are as follows: 

 
 2015 2014 2013 

CEO and four most 
highly compensated 
Executive officers 
 
 
 
 
 
 
 

Nina D. Aguas 
President & CEO (Jan – 
Feb) 

Henry Y. Uy (Mar – May) 

Patricia May T. Siy (Jun – 

Dec) 

President & CEO 
 

Victor Q. Lim 
Executive Vice President 
 
Arlene M. Datu 

Senior Vice President  
 
Maria Teresita R. Dean (Jan 
– Nov) 
Senior Vice President 
 
Helen G. Oleta (Jan – Oct) 
Senior Vice President 

Nina D. Aguas 
President & CEO 
 
 
 
 
 
 

Horatio S. Aycardo 
Exec. Vice President 
&COO 
 

Victor Q. Lim 
Exec. Vice President 
 
Patrick D. Cheng 
Executive Vice President 
 
Emmanuel S. Santiago 
Executive Vice President 

Nina D. Aguas 
President & CEO 
 
 
 
 
 
 
Daniel Ang Tan Chai 
Executive Vice President & 
CFO 
 
Horatio S. Aycardo 
Executive Vice President & 
COO 
 
Victor Q. Lim 
Executive Vice President 
 
Emmanuel S. Santiago 
Executive Vice President 

Salary 
Bonus 
Other Annual Compensation 

P26,157,477.50 

8,290,653.43 

- 

P39,649,200.00 

13,216,400.00 

- 

P28,923,750.00 
9,491,250.00 

- 

TOTALS P34,348,130.93 P52,865,600.00 P38,415,000.00 

 

 
All officers and directors  
as Group Unnamed 

 
Salary 
Bonus 
Other Annual Compensation 

 
 
 

P577,143,844.18 
177,878,425.66 

- 

 
 
 

P364,654,005.96 
116,351,335.32 

- 

 
 
 

P356,354,452.84 
110,852,714.63 

- 

TOTALS P755,022,269.84 P481,005,341.28 P 467,207,167.47 

  

 

 



 

The following is the estimated annual compensation for year 2016: 

  

  

Salary 

 

Bonus 

Other Annual 

Compensation 

 

Total 

Total of CEO and Four 

most highly compensated 

Executive Officers 

P34,050,000.00 P11,350,000.00 none P45,400,000.00 

All officers as a group 

unnamed 
P500,470,619.52 P166,213,539.84 none P666,684,159.36 

 
The director’s per diem and other fees amounted to P13.7M, P21.7M, and P23.3M of December 
31, 2015, 2014 and 2013, respectively. 
  
The five (5) independent and two (2) other Directors are entitled to a Director’s fee for attending 
Board meetings.  The remaining eight (8) Directors have waived their right to receive Director’s 
fees.  As stipulated in the By-laws, Directors are also entitled to share in the net profits to be 
distributed in such manner as the Board may provide but not exceeding four (4) percent. 
 
There are no other terms and conditions with regards to employment contract between PBCom 
and named Executive Officers or any other more compensatory plans or arrangement except 
those disclosed above. 
 
There are no Outstanding Warrants or Options held by the Directors, Officers as of December 
31, 2015. 
 
The Bank has no record of adjusting or amending the exercise price of stock warrants previously 
awarded to any of the officers and directors. 
 
 

Item 11. Security Ownership of Certain Beneficial Owners and Management 

 

A. Security Ownership of Certain Record and Beneficial Owners of more than 5 percent of the 

Bank’s capital stock: 

 

Title of 
Class 

 
Name and Address of 
Record Owner and 
relationship with Issuer 
 

Name of Beneficial 
Ownership and relationship 
with Record Owner 

Citizenship 
No. of 
Shares 

% 

Held 

Common P.G. Holdings, Inc. 

900 Romualdez St.,  

Paco, Manila 

Stockholder 

Lucio L. Co – Chairman & 

President 

Susan P. Co - Director  

Filipino 181,080,608 37.67% 

Common PCD Nominee Corporation 

Stockholder 

Various stockholders Filipino 190,946,076 39.73% 

Common Eric O. Recto 

(5/F PBCom Tower 6795 

Ayala Ave. cor. V.A. Rufino 

St., Makati City) 

Stockholder 

Eric O. Recto – same as 

record owner 

Filipino 61,409,942 12.78% 

 

B.   Security Ownership of Management 

 

Title of 
Class 

Name of Beneficial Owner  
Amount and Nature of 
Beneficial Ownership 

Citizenship Percent 

Common Eric O. Recto Direct 61,409,942 Filipino 12.78% 

Common Leonardo B. Dayao Direct 1301 Filipino 0.00% 

Common Patricia May T. Siy Direct 100 Filipino 0.00% 



Common  Carmen G. Huang Direct 500 Filipino 0.00% 

Common Bunsit Carlos G. Chung Direct 550,716 Filipino 0.11% 

  Indirect 449,294  0.09% 

Common Lucio L. Co Direct 1 Filipino 0.00% 

  Indirect 91,985,704  19.14% 

Common Susan P. Co Direct 1 Filipino 0.00% 

  Indirect 91,893,719  19.12% 

Common  Ralph C. Nubla, Jr. Direct 51,779,374* Filipino 10.77% 

Common Patrick Sugito Walujo Direct 10 Indonesian 0.00% 

Common Gregorio T. Yu  Direct 1,432,692 Filipino 0.30% 

Common David L. Balangue Direct 50 Filipino 0.00% 

Common Jesus S. Jalandoni, Jr. Direct 10 Filipino 0.00% 

Common Levi B. Labra Direct 100 Filipino 0.00% 

Common Roberto Z. Lorayes Direct 500 Filipino 0.00% 

Common Emmanuel Y. Mendoza Direct 100 Filipino 0.00% 

* Out of his total shareholdings, 44,135,845 shares are temporarily lodged with Philippine Depository 

and Trust Corporation pursuant to PSE’s requirement for the listing of additional shares.  

 

C.  Voting Trust Holders of 5% or more 

 

There are no voting trust agreements or any other agreements/arrangements that may result in a 

change in control of the Company. 

 

Item 12. Certain Relationships and Related Transactions 

 
Parties are considered to be related if one party has the ability, directly or indirectly, to control the 
other party or exercise significant influence over the other party in making financial and operating 
decisions.  The Bank’s transactions with related parties include key management personnel, 
affiliates (i.e. entities which are controlled, significantly influenced by or for which significant 
voting power is held by the Bank or key management personnel or their close family members 
and retirement plan for the benefit of the Bank’s employee).  These transactions are made in the 
ordinary course of business and on substantially same terms with that of other parties. 
 
The Bank’s related party transactions below are also presented and discussed in details in the 
Audited Financial Statements. 
 
 

Related Party Transaction with the Bank 

Post-retirement Plan Investment made in retirement plan is approved by the Bank’s 
Retirement Board.  Trust fee income from such service and total 

deposits maintained with the Bank in 2015 amounted to P1.9 

Million and P 52.8 Million, respectively while interest expenses 

paid by the Bank to the deposits was P537,366. 

Provident Fund Outstanding deposit and interest paid by the Bank as of year-end 

was P32.6 Million and P0.5 Million, respectively while trust fees 

earned from such service amounted to P2.9M. 

Key Management 
Personnel 

Senior Management Team constitutes key management 
personnel for purposes of PAS 24.  Short term benefits and post-

employment benefits given to SMT in 2015 amounted to P120.8 

and P8.2 Million, respectively. Year-end balance of deposits and 

interest expenses increased to P63.8 Million and P603,366 

respectively.  Outstanding balance of loans and interest income 

earned from SMT amounted to P0.3 Million and P38,775, 

respectively. 

Affiliate Year-end balance of deposits and interest expenses incurred by 

the Bank amounted to P8.1 Million and P0.02 Million, 

respectively.  Rental income earned for the year is P0.13Million. 

Subsidiaries Year-end balance of deposits and interest expenses incurred by 

the Bank reached P101.4 Million and P2.4 Million, respectively.  



Interest income on deposit placements by PBCom amounted to 

P7.6 Million during the year.  Rental income earned for the year is 

P0.13 Million. 

Significant Investors Year-end balance of deposits and interest expenses incurred by 

the Bank amounted to P3.5 Million and P12.5 Million, 

respectively.  Rental income and expenses during the year 

amounted to P2.8 Million and P15.1 Million. 

 

 
As required by the BSP, the Bank discloses loans transactions with certain directors, officers, 
shareholders and their related interests (“DOSRI”) in the ordinary course of business, under 
commercial terms and on an arm’s length basis observing at all times the legal limits prescribed 
under current BSP regulations on DOSRI loans. The amount of individual loans to DOSRI, of 
which 70% must be secured, should not exceed the amount of their respective deposits and 
book value of their respective investments in the Bank.  In the aggregate, loans to DOSRI 
generally should not exceed the lower of the Bank’s total unimpaired capital or 15% of the total 
loan portfolio.  These limits do not apply to loans secured by assets considered as non-risk as 
defined in the regulations.  As of December 31, 2015 the Bank is in compliance with such 
regulations. 

 



 
PART IV - CORPORATE GOVERNANCE 

 
Please refer to the attached Annual Corporate Governance Report of the Bank. 
 
 

PART V - EXHIBITS AND SCHEDULES 
 

Item14. Exhibits and Reports on SEC Form 17-C 
 

1. Exhibits – None 
 

2. Reports on SEC Form 17 - C 
 

Date of Report Contents of Report 

February 25, 2015 The Bank disclosed that the Board of Directors has accepted the resignations of Ms. 
Nina Aguas and Mr. Patrick D. Cheng, effective March 1, 2015, as President and CEO, 
and Executive Vice President and Chief Trust Officer respectively.  
During the same meeting, the Board then appointed Mr. Henry Y. Uy as PBCOM’s Acting 
President and Filemon A. Cabungcal as its new Chief Trust Officer. 

March 25, 2015 The Bank disclosed that the Annual Meeting of the Shareholders will be held on June 9, 
2015 (Tuesday) at 3:00 P.M. at the Manila Golf and Country Club, Inc., Forbes Park, 
Makati City to discuss the following: 
1.  Call to Order 
2.  Certification of Notice of Quorum 
3.  Review and Approval of the Minutes of the Previous Meeting held on 7 April 2014. 
4.  Annual Report of Management and Approval of the Audited Financial Statements for 
2014. 
5. Ratification of Acts of the Board of Directors and Management since the Last Annual 
Meeting of Stockholders 
6.  Election of Directors 
7.  Appointment of External Auditor 
8.  Other matters 
9.  Adjournment    

April 15, 2015 The Bank disclosed the List of Stockholders entitled to vote at the annual stockholders’ 
meeting as of record date - April 13, 2015 

April 29, 2015 The Bank disclosed the election of Ms. Carmen G. Huang as regular member of the 
Board effective 29 April 2015. 

May 27, 2015 The Bank disclosed the following:  (1) resignation of Mr. Henry Y. Uy as Director and 
Acting President of the Bank, effective 01 June 2015. (2) Appointment of Ms. Patricia 
May T. Siy as the Bank’s President and Chief Executive Officer, effective 01 June 2015. 

May 28, 2015 The Bank disclosed the Final List of candidates nominated for election to the Board of 
Directors for  2015 Annual Stockholders’ Meeting,  to be held on June 9, 2015. 
 

Eric O. Recto 
Leonardo B. Dayao 
Patricia May T. Siy 

Bunsit Carlos G. Chung 
Lucio L. Co 
Susan P. Co 

Carmen G. Huang 
Ralph C. Nubla Jr. 

Patrick Sugito Walujo 
Gregorio T. Yu 

David Balangue- Independent Director 
Jesus  S.Jalandoni Jr.- Independent Director 

Levi B. Labra- Independent Director 



Roberto Z.  Lorayes- Independent Director 
Emmanuel Y. Mendoza- Independent Director 

June 9, 2015 The Bank disclosed the result of the Annual Stockholders’ meeting and the 
Reorganizational Board Meeting as follows: 
 
Members of the Bank’s Board of Directors for 2015-2016 
 

Eric O. Recto 
Leonardo B. Dayao 
Patricia May T. Siy 
Carmen G. Huang 

Bunsit Carlos G. Chung 
Lucio L. Co 
Susan P. Co 

Ralph C. Nubla, Jr. 
Patrick Sugito Walujo 

Gregorio T. Yu 
David L. Balangue- Independent Director 

Jesus S. Jalandoni, Jr.- Independent Director 
Levi B. Labra- Independent Director 

Roberto Z. Lorayes- Independent Director 
Emmanuel Y. Mendoza- Independent Director 

 
At the Organizational Meeting of the Board of Directors of the Company held 
immediately afterwards, the following were elected corporate officers of the Company 
for 2015-2016: 
 

Chairman of the Board: Eric O. Recto 

Vice Chairman: Leonardo B. Dayao 

President & CEO: Patricia May T. Siy 

Executive Director: Carmen G. Huang 

EVP & Branch Banking Group Head: Victor Q. Lim 

SVP & Controller: Arlene M. Datu 

FVP & Chief Trust Officer: Filemon Cecilio A. Cabungcal 

SVP & Treasurer Helen A. Oleta 

Corporate secretary Angelo Patrick F. Advincula 

Assistant Corporate Secretary Michael Stephen H. Lao 

 
The Board of Directors likewise constituted the following committees and elected their 
members as follows: 
                       Executive Committee 
                       a.   Lucio L. Co (chairman) 
                       b.  Eric O. Recto (Vice-Chairman) 
                       c.   Leonardo B. Dayao (Vice-Chairman) 
                       d.  Patricia May T. Siy 
                        e.  Carmen G. Huang 
                        f.   Bunsit Carlos G. Chung 
                        g.  Raph C. Nubla, Jr.  
 
                        Risk Management Committee 
                        a.  David L. Balangue (Chairman/ Independent ) 
                        b.  Jesus S. Jalandoni 
                        c.  Bunsit Carlos G. Chung 
                        d.  Patricia May T. Siy 
                     
                         Governance Committee 



                        a.  Roberto Z. Lorayes (Chairman & Independent Director) 
                        b.  Eric O. Recto 
                        c.  David L. Balangue 
                        d.  Leonardo B. Dayao 
                         
                        The Governance Committee also serves as the bank’s Nominations 
Committee, Compensation and Remuneration Committee and Performance Evaluation 
Committee. 
                          Audit Committee 
                         a.  Emmanuel Y. Mendoza (Chairman & Independent Director) 
                         b.  Bunsit Carlos G. Chung 
                         c.   Levi B. Labra 
      
                          Trust Committee 
                         Eric O. Recto (Chairman) 
                         Patricia May T. Siy 
                         Filemon Cecilio S. Cabungcal (Chief Trust Officer) 
                         Jesus S. Jalandoni, Jr. (independent Director) 
                         Roberto Z. Lorayes (Independent Director) 

August 26, 2015 The Bank disclosed the hiring of the following Seniors Officers at the Governance 
Committee: 
1.  Mr. Expedito G. Garcia, Jr. as SVP-Customer Information and Transaction Banking 
Group Head (effective 1 September 2015) 
2.  Mr. Eriberto Luis S. Elizaga as Executive Vice President of Corporate and Commercial 
Banking Group (effective 14 September 2015). 

September 30, 2015 The Bank disclosed the resignation of Ms. Helen G. Oleta as Senior Vice President- 
Treasurer effective 16 October 2015. 

November 26, 2015 The Bank disclosed the resignation of Mr. Patrick Sugito Walujo as Director of the Bank, 
effective 01 December, 2015.  Per endorsement of the Governance/Nomination 
Committee of the Bank, the remaining Board members duly elected Mr. Ridha 
Wirakusumah as new member of the Board, effective 1 December, 2015.  In the same 
meeting, the Board has confirmed the Governance Committee’s acceptance of the 
resignation of Ms. Maria Teresita R. Dean, Senior Vice President and Chief Credit Officer 
of the Bank effective 1 December 2015. 

December 16, 2015 The Bank disclosed the hiring of the following Senior officers: 
(1)  Mr. Manuel A. Goseco as Executive Vice President and treasurer of the Bank 
(Effective 04 January 2016). 
(2)  Mr. Alan E. Atienza as Senior Vice President and Treasury Trading Head of the 
Treasury Group. (Effective 04 January 2016) 
(3)   Mr. Salvador R. Serrano as Senior Vice President and Branch Banking Head of the 
Branch Banking Group. He is anticipated to join the Bank no later than 01 February 
2016.    

 



SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation
Gode, this report is signed on behalf of the issuer by the undersigned, thereunto duly authorized,
in the City of Makati on 14 April 2016.

By

,/l <A / fHL /l'tt7'nf --r" /
PATRICIA MAY T. SIY
President and Chief Executive Officer

ANGELO PATRICK F. ADVINCULA
Corporate Secretary
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No. BRANCH ADDRESS
OWNED/L

EASED

 MONTHLY RENTAL                  

(OFFICE &  

PARKING 

EXPIRY DATE RENEWAL OPTIONS

1 BINONDO BANKING CENTER214-216 Juan Luna St., Binondo, Manila owned                               -   

2 CAGAYAN DE ORO Tiano Bros corner Hayes St., Cagayan de Oro City owned                               -   

3 CEBU Magallanes near corner Manalili Streets, Cebu City owned                               -   

4 DAVAO 41 Monteverde St., Davao City owned                               -   

5 GENERAL SANTOS Santiago Blvd., General Santos City owned

6 ILOILO Ledesma corner Valeria Sts, Iloilo City owned                               -   

7 KORONADAL Gen. Santos Drive, Koronadal, South Cotabato owned                               -   

8 Makati Banking Center
PBCOM Tower, 6795 Ayala Avenue corner V.A. Rufino, 

Makati City
owned

9 Mandaue National Highway corner Jayme Street, Mandaue City owned                               -   

10 Mango General Maxillom (Mango) Ave., Cebu City owned                               -   

11 Marikina 34 J.P. Rizal St., Calumpang, Marikina owned                               -   

12
Meralco Ave 

(former Julia Vargas)
C-1 Horizo Condominium, Meralco Avenue, Pasig City owned                               -   

13 Quirino-Davao 111 E. Quirino Avenue, Davao City owned                               -   

14 Tagum Pioneer Avenue, Tagum, Davao del Norte owned                               -   

15
U.N. Avenue 

(former Mabini)

U101 & 102, Don Alfonso Cond. 1108 MH del Pilar cor. 

UN Ave. & Guerreo Sts., Ermita, Manila
owned                               -   

1 Annapolis
Unit 101 Victoria Plaza, 41 Annapolis St., Greenhills, 

San Juan
leased                149,520.00 15-Apr-19

Newly Renovated. Renewed - 5 yr. 

lease term

2 Ayala-Alabang
ALPAP II Building, Investment Drive cor. Trade St., 

Madrigal Busines Park, Ayala Alabang, Muntinlupa City
leased                167,173.77 31-Jan-16

Not yet Renovated. For renewal, 

Since no relocation site pointed yet to 

date.

3 Bacolod
Units A-E, Ground Floor, Sorrento Building, Lacson 

Street, Bacolod City
leased 105,029.53               28-Feb-19

Relocated, Newly Renovated. 

Renewed - 5 yr. lease term

4 Batangas Diego Silang St., Batangas City leased                107,855.40 31-Jan-19
Newly Renovated. Renewed - 5 yr. 

lease term.

5 BMA Web-Jet Building, Quezon Ave., Q.C. leased                  75,807.89 30-Nov-15 Not yet Renovated. For renewal.

6 Caloocan 298-C2 6th Avenue Ext. Caloocan City leased                  48,384.00 14-Sep-17

Newly Renovated. Renewed - 5 yr. 

lease term (From 09/15/12 To 

09/14/17)

7 Congressional 
No. 8 Congressional Ave.,Brgy. Bahay Toro, Quezon 

City
leased                  76,804.00 30-Apr-18

Relocated, Newly Renovated. 

Renewed - 5 yr. lease term ( From 

05/01/12 To 04/30/18 )

8 Corinthian Gardens Sanso Street, Corinthian Gardens, Q.C. leased 
 Leasehold Rghts               

P12 Million 
30-Sep-21

Newly Renovated.  Php12MM one-

time assessment  over a 20 yr lease 

term.                                                                                                       

9 Cubao (new site)
2nd Floor SPARK Place, P. Tuazon cor. 10th Avenue, 

Quezon City
leased                110,941.04 19-Mar-19

Relocated, Newly Renovated. 

Renewed - 5 yr. lease term

10 Dagupan (new site)
Ground Floor, Balingit Building, Arellano Street, Dagupan 

City
leased                  81,250.00 16-May-19

Relocated, Newly Renovated. 

Renewed - 5 yr. lease term

11 Dasmarinas
EVY Building Salawag-Paliparan Road Dasmariñas, 

Cavite
leased                  97,721.78 31-Oct-19

Newly Renovated. Renewed - 5 yr. 

lease term.

12 Davao Bajada
RAQ Bldg., J.P. Laurel Avenue, Bajada Street, Davao 

City
leased                132,555.24 30-Sep-17

Relocated, Newly Renovated. 

Renewed - 5 yr. lease term ( From 

10/01/12 To 09/30/17 )

13 Echague
ERC Building, Echague cor. Isla Del Romero, Quiapo, 

Manila
leased                  81,550.56 31-Mar-20 Newly Renovated. 

14 Elcano SHC Tower, Elcano St., San Nicolas, Manila leased                141,073.82 29-Feb-16

Newly Renovated. Renewed - 5 yr. 

lease term (From 03/01/12 To 

02/29/16)

15 Greenhills
Quadstar Building, 80 Ortigas Avenue, San Juan, Metro 

Manila
leased                203,278.95 31-Mar-16

Newly Renovated. Renewed - 5 yr. 

lease term (From 04/01//11 To 

03/31/16)

16 Iligan Juan Luna cor. Del Pilar Sts., Iligan City leased                135,417.45 15-Jul-16 Not yet Renovated. 

17 Imus Luis Gaerlan St., and  Imus Boulevard, Imus, Cavite leased                  78,750.00 30-Jun-18

Newly Renovated. Renewed - 5 yr. 

lease term (From 07/01/11 To 

06/30/18)

18 La Union Quezon Avenue, San Fernando City, La Union leased                  92,881.79 31-Jan-20 Newly Renovated. 

19 Legaspi Village
Unit 1-A, Vernida I 120 Amorsolo St., Legaspi Vill., 

Makati City
leased                  65,651.19 31-Jul-16

Newly Renovated. Renewed - 5 yr. 

lease term (From 08/01/11 To 

07/31/16)
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20 Lipa
ATDRMAM Building Ayala Highway Mataas na Kahoy, 

Lipa
leased                  92,400.00 31-Jan-19

Newly Renovated. Renewed - 5 yr. 

lease term

21 Lucena VCCI Building Merchan cor. San Fernando, Lucena City leased                  72,930.38 15-Nov-18

Newly Renovated. Renewed - 5 yr. 

lease term (From 11/16/13 To 

11/15/18)

22
Makati Place (Former Taft 

Nakil)

Group Floor Unit C-15, Alphaland Makati Place, Ayala 

Ave. cor. Malugay St. Makati City.
leased                126,021.10 31-Jul-18

New Branch. Renewed - 5 yr. lease 

term (From 08/01/13 To 07/31/18) 

23
Malabon (Robinson Town 

Mall) (new site)

Gov. Pascual Avenue, Crispin St., Tinajeros, Malabon 

City.
leased                111,367.87 31-Mar-19

Relocated, Newly Renovated. 

Renewed - 5 yr. lease term

24 Malolos
Malolos Shopping Arcade Paseo Del Congreso, Malolos 

City
leased                  54,755.66 15-Aug-15

Not yet Renovated. For renewal, 

Since no relocation site pointed yet to 

date.

25 Mandaue-Basak
Co Tiao King Building Cebu, North Road Basak, 

Mandaue City 
leased                  66,565.10 31-Jan-16

Not yet Renovated. Since no 

relocation site pointed yet to date.

26 Masangkay 1004-1006 Masangkay St. Binondo, Manila leased                134,400.00 30-Sep-18
Newly Renovated. Renewed - 5 yr. 

lease term

27 Meycauayan
Mancon Building McArthur Highway, Calvario, 

Meycauyan City
leased                  67,701.79 16-Apr-16

Not yet Renovated. Since no 

relocation site pointed yet to date.

28 Ongpin Chinatown Center, 729 Ongpin Street, Sta. Cruz, Manila leased                225,400.00 30-Sep-16
Newly Renovated. Renewed - 3 yr. 

lease term

29 Padre Rada 951 Juan Luna Street, Tondo, Manila leased                116,981.04 30-Jun-17

Relocated, Not yet Renovated. 

Renewed - 5 yr. lease term (From 

06/15/12 To 07/14/17)

30 Paranaque
Unit 3-4, Kingsland Building Dr. A. Santos Avenue, 

P'que. City
leased                123,480.00 31-May-17

Not yet Renovated. 6 yr. lease term 

(From 06/01/11 To 05/31/17)

31 Pasay 2492 Taft Avenue, Pasay City leased                123,480.00 31-Oct-20 Newly Renovated. For renewal.

32 Pioneer
RFM Corporate Center Pioneer cor. Sheridan Sts., 

Mandaluyong City
leased                205,164.08 30-Apr-16

Newly Renovated. Renewed - 5 yr. 

lease term (From 05/14/11 To 

05/31/16)

33 Quezon Ave APC Building, 1186 Quezon Avenue, Q.C. leased                185,689.22 30-Sep-16

Newly Renovated. Renewed - 5 yr. 

lease term (From 10/11/11 To 

09/30/16)

34 San Fernando McArthur Highway Dolores, San Fernando, Pampanga leased                  85,632.80 31-Mar-19
Newly Renovated. Renewed - 5 yr. 

lease term. 

35 San Miguel
Unit G101OMM-CITRA Condominium, San Miguel 

Avenue, Ortigas Center, Pasig City
leased                127,008.00 31-Jul-20 Not yet Renovated. 

36 San Pablo Rizal Avenue, San Pablo City, Laguna leased                  81,682.03 30-Apr-16 Newly Renovated. 

37 San Pedro
Bldg. 2, Unit No. 20 & 21 of Centro Pacita, Pacita 

Complex, San Pedro, Laguna
leased                  68,096.00 15-Oct-16 Not yet Renovated. 

38 Sen. Gil Puyat
Unit 101-C, Oppen Building, 349 Sen. Gil Puyat Avenue, 

Makati City
leased                149,272.48 14-Jul-17

Relocated, Not yet Renovated. 

Renewed - 5 yr. lease term (From 

07/15/12 To 07/14/17)

39 Shaw Blvd 146 Shaw Boulevard cor. San Roque St., Pasig City leased                126,000.00 15-Nov-19
Newly Renovated. Renewed - 5 yr. 

lease term

40 Soler No. 943 Soler St., of R & S Tower, Inc., Binondo, Manila leased                113,258.88 31-May-17

Relocated, Not yet Renovated. 

Renewed - 5 yr. lease term (From 

05/01/12 To 05/31/17)

41 South Gate Mall Branch

Unit T06 and T07, Third Floor, Alphaland Southgate Mall, 

2258 Chino Roces Avenue corner EDSA, Makati City, 

Metro Manila

leased                167,833.13 30-Nov-16

Newly Renovated. Renewed - 5 yr. 

lease term (From 12/11/11 To 

12/18/16)

42 Sta. Mesa G. Araneta Avenue, Sta. Mesa, Q.C. leased 176,906.35               31-Jul-18

Newly Renovated. Renewed - 5 yr. 

Lease term and Extended - 17.5 Mos.

(From 01/15/12 To 07/31/18)

43
Sta. Rosa-Paseo de (new 

site)
Unit No. 2, Paseo 5, Phase 2, Paseo de Sta. Rosa leased 203,813.00               31-Mar-17 New Branch. For renewal.

44 Sto. Cristo 563 Sto. Cristo Street, Divisoria, Manila leased                  90,000.00 15-Sep-20 Not yet Renovated. 

45 T. Alonzo T. Alonzo Street, Sta. Cruz, Manila leased 
 Leasehold Rights 

P18 Million 
10-Sep-15

Newly Renovated. For renewal. 

(Php18MM. Financed of the 

construction commercial building for 

PBCOM use without rental for 15 

years.)

46 Tutuban
Prime Block Building, Tutuban Center, C.M. Recto 

Avenue, Manila
leased 

 Leasehold Rights  

P9.92 Million 
22-Aug-39

Not yet Renovated. PBCom paid a 

reservation deposit - P18 Million plus 

EVAT and Construction/Renovation 

deposit - P20,000.00 and Renewed 

for another 25 yr. term from 8/23/14 to 

8/22/39.
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47 Valenzuela 246 McArthur Highway, Karuhatan, Valenzuela leased                164,116.96 30-Apr-16

Newly Renovated. Renewed - 6 yr. 

lease term (From 05/19/10 To 

05/18/16)

48 Zamboanga Valderosa LKG Building, Valderosa Street, Zamboanga City leased                  72,640.00 17-Feb-16

Not yet Renovated. For renewal, 

Since no relocation site pointed yet to 

date.

49 Zamboanga Veterans
BSC Tower (formerly Zamsulu Bldg.) Ground Floor, Door 

5-7, Veterans Avenue, Zamboanga City
leased                  88,000.00 31-Aug-19

Newly Renovated. Renewed - 5 yr. 

lease term

50 Baguio
Ground Floor Level, Unit Nos. 105, 106 & 106-B, Baguio 

Holiday Villas, No. 10 Legarda Road, Baguio City
leased 124,425.00               30-Nov-18 New Branch.  5 yr. lease term

51 Cabanatuan
Ground Floor, SAM Building along Maharlika Highway, 

Cabanatuan City
leased 60,000.00                 31-Jan-19 New Branch.  5 yr. lease term

52 Calamba
Ground Floor Walter Mart, National Highway corner Real 

Street, Calamba, Laguna
leased                  54,227.01 31-Oct-18

New Branch.  4 yrs. And 11 mos. 

lease term

53 Cauayan Isabela
Mateo-Patricia Bldg., Rizal Avenue Extension, Cauayan, 

Isabela
leased 75,000.00                 31-May-19 New Branch.  5 yr. lease term

54 Cebu Business Park
Unit 1, Ground Floor, Creativo 2 Building. Mindanao 

Avenue, Cebu Business Park, Cebu City
leased 191,520.00               20-Jan-19 New Branch.  5 yr. lease term

55 Dumaguete Unit No. 6 Yala Building, Calindagan, Dumaguete City leased 47,600.00                 28-Feb-19 New Branch.  5 yr. lease term

56 F1 Hotel
F1 Hotel Building, Lane Q corner Lane A Roads, 

Bonifacio Global City, Taguig
leased 344,509.20               15-Feb-18 New Branch.  5 yr. lease term

57 Naga
Ground Floor, Rodriguez Building, 956 Panganiban St., 

corner Balintawak St., Naga City
leased 70,000.00                 28-Feb-19 New Branch.  5 yr. lease term

58 Salcedo (V Corporate Centre)
Ground Floor, Unit Nos. 7 & 8, V Corporate Centre, LP 

Leviste St., Salcedo Village, Makati City
leased 268,316.16               30-Apr-19 New Branch.  5 yr. lease term

59 Angeles
Ground Floor, MLT Centre Building, Lot 28, Block 2, 

McArthur Highway, Brgy. Ninoy Aquino, Angeles City
leased                  75,600.00 15-Aug-19 Newly Relocated.  5-year lease term

60 Cainta
LGF 04 & LGF 05, CK Square Bldg., Ortigas Ave. 

Extension cor. Sunset Drive, Cainta, Rizal
leased                  72,716.00 19-Sep-19 New Branch.  5-year lease term

61 Olongapo
Grd. Flr. YBC Centre Mall, Rizal Avenue Extension, 

Olongapo City
leased                109,482.75 31-Aug-19 New Branch.  5-year lease term

62 Legazpi Albay
G/F De Los Santos Commercial Bldg. LANDCO 

Business Park, Legazpi City
leased                111,600.00 9-Aug-19 New Branch.  5-year lease term

63 J.P. Rizal
G/F Santini Corp. Bldg., 519 J.P Rizal Ave. Bgy. 

Olympia, Makati City
leased                123,499.38 31-Jan-20 New Branch.  5-year lease term

64 M. De Santos 553-561 M. De Santos St. Divisoria City leased                218,400.00 31-Mar-20 New Branch.  5-year lease term

65 Tomas Morato
G/F Atherton Bldg. Tomas Morato Ave. cor. Don A. 

Roces Av., Q.C.
leased                  90,720.00 30-Sep-19 New Branch.  5-year lease term

66 Timog 75 Ave. Timog Ave., Q.C. leased                102,601.09 15-Jul-19 New Branch.  5-year lease term

67 Tagbilaran G/F LTS Bldg. Carlos P. Garcia Ave., Tagbilaran City leased                  67,200.00 31-Jul-19 New Branch.  5-year lease term

1 Araneta Center
Upper Ground Floor, Opulent Arcade, EDSA cor Gen 

Roxas St, Araneta Center, Cubao, Quezon City
leased                  14,018.75 30-Nov-16 2-year lease term

2 Commonwealth
Upper Ground Floor, Berkeley Square, Commonwealth 

Ave, Old Balara, Quezon City
leased                  12,000.00 15-Sep-17 3-year lease term

3 Davao

Unit A-2, Ground Floor, Buhangin Grand Complex, 

Diversion Road cor Carnation Street, Buhangin, Davao 

City

leased                  20,000.00 31-Oct-17 3-year lease term

4 Fairview
Unit 108 GF Regalado Hive Bldg., Lot No. 7 Fairview 

Park Subd., Fairview, Quezon City 
leased                  25,504.00 7-Nov-17 3-year lease term

5 Lapu-Lapu

Unit 11, Ground Floor, Alpha Arcade Bldg, M.L. Quezon 

Ave National Highway, Pajo, Lapu-Lapu City, Mactan, 

Cebu 

leased                  17,500.00 31-Jul-17 3-year lease term

6 Shaw Blvd.
Unit 110-A, Ground Floor, Beacon Plaza, Shaw Blvd. cor. 

Ideal St., Mandaluyong City
leased                  14,018.75 31-Jul-17 3-year lease term

7 Sucat
Unit B-2, Ground Floor, La Buena Bldg 1, 1439 Dr. A. 

Santos Ave., Brgy San Isidro, Sucat , Paranaque City
leased                  22,000.00 31-Jul-17 3-year lease term

8 Pasay Road
Ground Floor, Loyola Plans Bldg. A. Arnaiz Ave. Legaspi 

Village, Makati City
leased                  16,704.00 31-Jul-17 3-year lease term

9 Robinsons Bacolod

Cluster 4, Space 9, Ground Floor, Central Citywalk, 

Robinsons Place Bacolod, Lacson Street, Mandalagan, 

Bacolod City

leased                  65,446.67 15-Oct-16 2-year lease term

10 Caltex C-5 E. Rodriguez Ave. cor. Atis St., Valle Verde 1, Brgy. 

Ugong, Pasig City
leased 

30,000.00                 15-Dec-17
3-year lease term

11 Katipunan Unit 285-E Alcal Commercial Bldg., Katipunan Avenue, 

Q.C.
leased 

30,000.00                 31-Mar-18
3-year lease term

      NEW BRANCH SITE

C.  LEASED PROPERTIES UTILIZED AS OBOs 
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A. BOARD MATTERS 
 

1) Board of Directors   
 

Number of Directors per Articles of Incorporation 15 

  

Actual number of Directors for the year 15 

 

(a) Composition of the Board    
 

Complete the table with information on the Board of Directors: 
 

 
Director’s Name 

 

Type 
[Executive 
(ED), Non-
Executive 
(NED) or 
Indepen 

dent 
Director 

(ID)] 

 
If nomi 

nee, 
identify 

the 
princi 

pal 

 
Nominator in 

the last 
election (if 

ID, state the 
relationship 

with the 
nominator) 

 

Date  first 
elected 

Date last elected 
(if ID, state the 

number of years 
served as ID)1 

Elected 
when 

(Annual 
/Special 
Meeting 

 
No. of years served 

as director 

Eric O. Recto NED   7/26/11 6/9/15 ASM 4 years, 5 months. 

Leonardo B. Dayao NED   9/29/14 6/9/15 ASM 1 year, 3 months 

Patricia May Siy ED   5/27/15 6/9/15 ASM 7 months 

Carmen G. Huang ED   4/29/15 6/9/15 ASM 8 months 

Ralph C. Nubla, Jr. NED   3/24/82 6/9/15 ASM 33 years, 9 months 

Bunsit Carlos G. Chung NED   6/17/97 6/9/15 ASM 18 years, 6 months 

Lucio L. Co NED   9/29/14 6/9/15 ASM 1 year, 3 months 

Susan P. Co NED   9/29/14 6/9/15 ASM 1 year, 3 months 

Ridha D.M. Wirakusamah NED   11/26/15 11/26/15 SM 1 month 

Gregorio T. Yu NED   7/26/11 6/9/15 ASM 4 years, 5 months 

David L. Balangue  ID   4/7/14 6/9/15 
(1 yr., 8mos) 

ASM 1 year, 8 months 

Jesus S. Jalandoni, Jr. ID   1/28/13 6/9/15 
(2 yrs., 11mos.) 

ASM 2 years, 11 months 

Levi B. Labra ID   10/24/14 6/9/15 
(1 yr., 2mos.) 

ASM 1 year, 2 months 

Roberto Z. Lorayes ID   10/24/14 6/9/15 
(1 yr., 2mos.,) 

ASM  1 year, 2 months 

Emmanuel Y. Mendoza ID   12/19/14 6/9/15 
(1 yr., 1mo) 

ASM 1year, 1 month 

 
(b) Provide a brief summary of the corporate governance policy that the board of directors has adopted. Please emphasize the 

policy/ies relative to the treatment of all shareholders, respect for the rights of minority shareholders and of other 
stakeholders, disclosure duties, and board responsibilities.  
 
The Bank recognizes that the most cogent proof of good governance is that which is visible to the eyes of its investors. The 
Board shall be committed to respect the following rights of the stockholders: 
 

 a. Voting Right 
b. Pre-emptive Right 
c. Power of Inspection 
d. Right to Information 
e. Right to Dividends 
f. Appraisal Right 
g. It shall be the duty of the Directors to promote shareholder rights, remove impediments to the exercise of the shareholders 
rights and allow possibilities to seek redress for violation of their rights. They shall encourage the exercise of shareholders’ 
voting rights and the solution of collective action problems through appropriate mechanisms. They shall be instrumental in 

                                                 
1 Reckoned from the election immediately following January 2, 2012. 
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removing excessive costs and other administrative or practical impediments to shareholders participating in meetings and/or 
voting in person. The Directors shall pave the way for the electronic filing and distribution of shareholder information necessary 
to make informed decisions subject to legal constraints. 
The Board shall commit at all times to fully disclose materials information dealings. It shall cause the filing of all required 
information for the interest of the stakeholders. It shall accomplish annually the scorecard for Banks, the Securities and 
Exchange Commission (SEC) and The Philippine Stock Exchange, Inc. (PSE) on the scope, nature and extent of the actions of the 
Board to meet objectives of the Code of Corporate Governance.  
 
The position of the bank director is position of trust. The Director assumes certain responsibilities to different constituencies or 
stakeholders, i.e., the Bank itself, its stockholders, its depositors and other creditors, its management and employees, and the 
public at large. These constituencies or stakeholders have right to expect that the Bank is being run in a prudent and sound 
manner. 
 
The Board of Directors is primarily responsible for approving and overseeing the implementation of Bank’s strategic objectives, 
risk strategy, corporate governance and corporate values. It is also responsible for monitoring and overseeing the performance 
of senior management as the latter manages the day to day affairs of the institution. The Board of Directors should establish 
the Bank’s vision and mission, strategic objectives, policies and procedures that will guide and direct the activities of the Bank 
and the means to attain the same as well as the mechanism for monitoring management’s performance. 
 

(c) How often does the Board review and approve the vision and mission?  
 
The Bank first conceptualized its vision and mission in 1996 after a visioning exercise among Senior Officers.  In 2000, the Bank 
reviewed and revised its vision and mission and corporate values and most recently again in 2012 the Bank reviewed and 
revised its vision and mission as part of its re-launch and re-branding under its new management. 
 
The Board formally adopted the PBCom Code of Ethics on 8 October 1997, the product of the visioning exercise. The Board 
approved the PBCom Code of Conduct on 27 November 2003 which embodies the implementing guidelines of the PBCom Code 
of Ethics. It was printed in handbook form & disseminated to all employees starting February 2004. 
 

(d) Directorship in Other Companies  

 
(i) Directorship in the Company’s Group2  

 
Identify, as and if applicable, the members of the company’s Board of Directors who hold the office of director in other 
companies within its Group:    
 

Director’s Name  
Corporate Name of the  

Group Company 

Type of Directorship (Executive, Non-
Executive, Independent).  Indicate if director 

is also the Chairman. 

Eric O. Recto ISM Communications Corporation Executive, Chairman & CEO 

Patricia May T. Siy PBCom Finance Corporation Non-Executive 

PBCom Insurance Security Agency, Inc. Non-Executive, Chairman 

Lucio L. Co P.G. Holdings, Inc. Executive, Chairman & President 

Susan P. Co P.G. Holdings, Inc. Non-Executive 

Bunsit Carlos G. Chung PBCom Finance Corporation  Non- Executive 

Telengtan Brothers and Sons, Inc. Non-Executive 

Ralph C. Nubla, Jr. PBCOM Finance Corporation Non-Executive 
 

(ii) Directorship in Other Listed Companies  
 

Identify, as and if applicable, the members of the company’s Board of Directors who are also directors of publicly-listed 
companies outside of its Group:  
 

Director’s Name  Name of Listed Company 
Type of Directorship (Executive, Non-

Executive, Independent).  Indicate if director 
is also the Chairman. 

Recto, Eric O. Petron Corporation (PCOR) Non-Executive 

ISM Communications Corporation (ISM) Executive, Chairman & CEO 

                                                 
2 The Group is composed of the parent, subsidiaries, associates and joint ventures of the company. 
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Atok-Big Wedge, Co Inc.  (AB) Executive, Vice Chairman 

Lucio L. Co Puregold Price Club, Inc. (PGOLD) Non-Executive, Chairman 

Cosco Capital, Inc.(COSCO) Non-Executive, Chairman 

Da Vinci Capital Holdings, Inc. (DAVIN) Executive, Chairman & President 

Leonardo B. Dayao Puregold Price Club, Inc.(PGOLD) Non-Executive 

Cosco Capital, Inc.(COSCO) Executive, President 

Susan P. Co Puregold Price Club, Inc. (PGOLD) Non-Executive 

Cosco Capital, Inc. (COSCO) Non-Executive, Vice Chairman 

Gregorio T. Yu I-remit Inc (I) Independent Director 

Yehey! Corporation (YEHEY) Independent Director 

National Reinsurance Corporation of the 
Philippines (NRCP) 

Executive, Treasurer 

Vantage Equities, Inc (V) Independent Director 

PAL Holdings Inc (PAL) Independent Director 

Levi B. Labra Cosco Capital, Inc. (COSCO) Non-Executive 

Roberto Z. Lorayes Vantage Equities, Inc (V) Director 

David L. Balangue Roxas Holdings Inc. (ROX) Independent Director 

Trans-Asia Oil and Energy Development Inc 
(TA) 

Independent Director 

Jesus S. Jalandoni, Jr. Liberty Flour Mills (LFM) Non-Executive 

 
(iii) Relationship within the Company and its Group  

 
Provide details, as and if applicable, of any relation among the members of the Board of Directors, which links them to 
significant shareholders in the company and/or in its group:  
 

Director’s Name 
Name  of the  

Significant Shareholder 
Description of the relationship 

Lucio L. Co P.G. Holdings, Inc. Chairman and President 

Susan P. Co P.G. Holdings, Inc. Director 

Chung, Carlos Bunsit G. Telengtan Brothers and Sons, Inc. Director  

 
(iv) Has the company set a limit on the number of board seats in other companies (publicly listed, ordinary and companies 

with secondary license) that an individual director or CEO may hold simultaneously? In particular, is the limit of five board 
seats in other publicly listed companies imposed and observed? If yes, briefly describe other guidelines:   
 
Yes for the CEO. The CEO is mandated to devote his/her full-time to the Bank.  For the other directors, there is no limit as 
to the number of directorships in other companies that he/she may hold simultaneously.  However, there is a guideline 
that an individual who is an independent director in more than five entities shall provide sufficient justification on his/her 
ability to effectively perform his/her duties. 
 

 
Guidelines 

Maximum Number of 
Directorships in other 

companies 

Executive 
Director 

The Governance Committee shall decide whether or not a director is able to 
and has been adequately carrying out his/her duties as director based on its 
own assessment or the assessment of external facilitators, bearing in mind 
the director’s contribution and performance. 
 
An individual who is an independent director in more than five (5) entities 
shall provide sufficient justification on his/her ability to effectively perform 
his/her duties as provided by the rules and regulations of the SEC governing 
public and listed companies on the maximum number of companies of the 
conglomerate in which an individual can serve as an independent director 
shall apply to independent directors of all types of banks.   

None 

Non-Executive 
Director  

same above same as above 

CEO The CEO is not allowed to hold any simultaneous position with other entities Full time for the bank 
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(c) Shareholding in the Company  
 
Complete the following table on the members of the company’s Board of Directors who directly and indirectly own shares in 
the company:   

Name of Director  Number of Direct shares 
Number of  

Indirect shares / Through (name of record 
owner) 

% of Capital Stock 

Eric O. Recto 61,409,942 0 12.78% 

Leonardo B. Dayao 1001 0 0.00% 

Henry Y. Uy 100 0 0.00% 

Carmen G. Huang 500 0 0.00% 

Bunsit Carlos G. Chung 550,716 
449,294 thru immediate members of the family 

of the same household 
0.21% 

Lucio L. Co 1 91,740,305 thru P.G. Holdings, Inc. 19.09% 

Susan P. Co 1 91,648,565 thru P.G. Holdings, Inc. 19.07% 

Ralph C, Nubla, Jr. 51,779,374 0 10.77% 

Ridha D.M. Wirakusamah 10 0 0.00% 

Gregorio T. Yu 1,432,692 0 0.30% 

David L. Balangue 50 0 0.00% 

Jesus S. Jalandoni, Jr. 10 0 0.00% 

Levi B. Labra 100 0 0.00% 

Roberto Z. Lorayes  500 0 0.00% 

Emmanuel Y. Mendoza 100 0 0.00% 
 

2) Chairman and CEO  
 

(a) Do different persons assume the role of Chairman of the Board of Directors and CEO?  If no, describe the checks and balances 
laid down to ensure that the Board gets the benefit of independent views.  

 

Yes  No (v)  

 
            Identify the Chairman and CEO:         

Chairman of the Board Eric O. Recto 

CEO/President Patricia May T. Siy 

  
(b) Roles, Accountabilities and Deliverables  

 
Define and clarify the roles, accountabilities and deliverables of the Chairman and CEO.   

 Chairman Chief Executive Officer 

Role  To provide leadership in the Board of 
Directors. 

 To ensure that the board takes an 
informed decision 

 To set the tone of good governance from 
the top 

  

 To set the tone of good governance from the top 

 To oversee the day-to-day management of the bank 

 To ensure that duties are effectively delegated to the 
staff and to establish a management structure that 
promotes accountabilities and transparency 

 To promote and strengthen check and balance system 
in the bank 

Accountabilities  Ensure effective functioning of the board, 
including maintaining a relationship of 
trust with board members 

 Ensure a sound decision making process 
and he should encourage and promote 
critical discussions and ensure that 
dissenting views can be expressed and 
discussed within the decision-making 
process 

 Ensure that the meetings of the Board are 
held in accordance with the by-laws or as 
the chair may deem necessary; 

 Supervise the preparation of the Agenda of 
the meeting in coordination with the 

 Ensure that policies and procedures on governance as 
approved by the board of directors are consistently 
adopted across the bank  

 Ensure that bank’s activities and operations are 
consistent with the bank’s strategic objectives, risk 
strategy, corporate values and policies as approved by 
the board of directors 

 Direct and execute the policy of the Bank in 
consonance with the resolutions and directives of the 
Board of Directors or the stockholders, manage its 
operations and perform all the duties incidental to his 
officer; 

 Submit reports to the Board on the Bank’s activities, 
accomplishments, problems and propose solutions 
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Corporate Secretary, taking into 
consideration the suggestions of the CEO, 
Management and the Directors. 

through the Chairman prior to the regular monthly 
meetings, or whenever required by the Chairman of 
the Board of Directors. 

Deliverables • Lead the Board of Directors in achieving it 
mandate of setting the overall direction of 
the organization and representing the 
interests of shareholders. 

• Corporate strategy is being effectively implemented 
and that goals are being met. 

• Bank is operating in safe and sound manner. 
 

 
3) Explain how the board of directors plans for the succession of the CEO/Managing Director/President and the top key management 

positions?   
 
The new policy on Management Succession Planning was approved by the Board on 28 October 2015. Segment/Group Heads are 
required to prepare and submit a new and updated succession chart every 1st half of January identifying at least two (2) 
understudies/successors to key management positions. All designated successors shall undergo comprehensive training particularly 
on leadership skills and enhancement of general/technical competencies.   
 
The Board ensures that there is a qualified deputy assisting each senior officer in key management position. In addition to the 
deputy gaining valuable experience and training while assisting the position holder, that deputy is also qualified to take over in the 
event a vacancy occurs. 
 

4) Other Executive, Non-Executive  and Independent Directors 
 

Does the company have a policy of ensuring diversity of experience and background of directors in the board?  Please explain.  
 
Yes, the Bank’s Corporate Governance Committee which is composed of four (4) members, two (2) of whom are independent 
directors conducts review and evaluation of the qualifications of all persons nominated to the board as well as those appointed to 
other positions requiring appointment by the Board of Directors. The Governance Committee also serves as the Company’s 
Nomination Committee, Compensation and Remuneration Committee and Performance Evaluation Committee. 
 
Does it ensure that at least one non-executive director has an experience in the sector or industry the company belongs to? Please 
explain.   
 
One of the qualifications of director is that he must be fit and proper for the position of a director of the bank. In determining 
whether a person is fit and proper for the position, the following matters must be considered: 1) integrity/probity; 2) 
physical/mental fitness; 3) competence; 4) relevant education/financial literacy/training; and 5) diligence/and 
knowledge/experience. 
 
Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive and Independent Directors:  

 Executive Non-Executive 
Independent 

Director 

Role  To remain fit and proper for the position for the duration of his term; 

 To conduct fair business transactions with the Bank and to ensure that 
personal interest does not bias board decisions; 

 To act honesty and in good faith, with loyalty and in the best interest of 
the Bank, its stockholders, regardless of the amount of their stockholdings, 
and other stakeholders; 

 To devote time and attention necessary to properly discharge their duties 
and responsibilities; 

 To act judiciously; 

 To contribute significantly to the decision-making process of the Board; 

 To exercise independent judgment; 

 To have  working knowledge of the statutory and regulatory requirements 
affecting the Bank; and 

 To observe confidentiality. 

 To observe the highest standards of ethical conduct and comply with all 
laws, rules and regulations to which they are subject. 

Same as the 
Executive 
Director  
 

Same as the 
Executive 
Director 

Accountabilities  Ensure that Bank’s strategic objectives and business plan shall 
implemented with clearly defined responsibilities and accountabilities and 
with established system for measuring performance against plans through 
regular monitoring and reviews with corrective actions taken as needed; 

Same Same 



9 

 

 Establish and ensure compliance with sound written policies; 

 Responsible for the formulation and maintenance or written policies and 
procedures relating to the risk management throughout the Bank. 

 Ensure to appoint competent management team at times, monitor and 
assess the performance based on established performance standards that 
are consistent with the bank’s strategic objectives and conduct regular 
review of bank’s policies with management team; 

 Ensure to establish the tone of good governance from the top; 

 Ensure timely and effective actions on issues identified; 

 Ensure consistent adoption of corporate governance policies across the 
group structure.   

Deliverables • Act in the interests of the Bank to the best of their ability and judgment, 
consistent with their responsibilities in achieving the overall direction of 
the organization and protecting the interest of its shareholders. 

same same 

 
Provide the company’s definition of "independence" and describe the company’s compliance to the definition.   
 
The Bank follows the definition of “independent director” as prescribed by the BSP and SEC. All five (5) independent directors comply with 
the definition. 
 
Does the company have a term limit of five consecutive years for independent directors? If after two years, the company wishes to bring 
back an independent director who had served for five years, does it limit the term for no more than four additional years? Please 
explain.   
 
Yes, the Bank complies with the term limit of independent directors as prescribed by SEC Circular no. 9 series of 2011. 
 
5) Changes in the Board of Directors (Executive, Non-Executive and Independent Directors) 

 
(a)  Resignation/Death/Removal  

 
Indicate any changes in the composition of the Board of Directors that happened during the period:   

Name Position Date of Cessation Reason 

Nina D. Aguas Director March 1, 2015 Personal commitments 

Henry Y. Uy Director June 1, 2015 Appointed as Board Advisor of the Bank. 

Patrick S. Walujo Director December 1, 2015 Other professional commitments. 

 . 
(b) Selection/Appointment, Re-election, Disqualification, Removal, Reinstatement and Suspension   

 
Describe the procedures for the selection/appointment, re-election, disqualification, removal, reinstatement and suspension 
of the members of the Board of Directors.  Provide details of the processes adopted (including the frequency of election) and 
the criteria employed in each procedure:  

Procedure Process Adopted Criteria 

a.  Selection/Appointment 

    (i)  
Executive 
Directors 

Directors of the Bank are elected at the annual 
stockholders’ meeting to hold office until the next 
succeeding annual meeting and until their respective 
successors have been elected and qualified. 
 
In compliance with the SEC SRC Rule 38, and as a matter 
of practice, the Bank has adopted the following rules in 
the nomination and election of Directors: 

 All nominations for directors and independent 
directors shall be submitted to the Nominations 
Committee though any of the members of the 
Committee or the Corporate Secretary at any time 
before the submission of the Definitive Information 
Statement to the Securities and Exchange Commission 
(SEC), allowing the Nominations Committee sufficient 
time to pass upon the qualifications of the nominees. 

 Must be at least  twenty-five (25) years of age at 
the time of election or appointment; 

 He shall own at least one (1) share of the capital 
stock of the Bank, which share shall stand in his 
name in the books of the Bank; 

 He shall be at least a college graduate or have at 
least five (5) years in business; 

 He must have attended a special seminar on 
corporate governance for Board of Directors 
conducted or accredited by the BSP. Provided, that 
director must attend said seminar within a period 
of six (6) months from the date of election; and 

 He must be fit and proper for the position of a 
director of the Bank. In determining whether a 
person is fit and proper for the position of director, 
the following must be considered: 
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 All nominations shall be in writing duly signed by a 
stockholder and accepted  and conformed to by the 
nominees likewise in writing indicating whether a 
particular nominee/s is/are intended to be an 
independent director or not. It must contain the 
nominee’s age, educational attainment, work and/or 
business experience and/or affiliation. 

 No individual shall be nominated as director or 
independent director unless he meets the minimum 
requirements/qualifications prescribed by the 
regulatory agencies/offices concerned of listed banks. 

 The Nominations Committee shall pre-screen the 
qualifications of the nominees and prepare a final list 
of candidates, including a summary of all relevant 
information about them. 

a. integrity/probity 
b. physical and mental fitness 
c. competence 
d. relevant education /financial literacy/training 
e. diligence/and knowledge/ experience 

 Member of the Board shall possess the foregoing 
qualifications for directors in addition to those 
required or prescribed under R.A. No. 8791 and 
other existing applicable laws and regulations. 

 He should possess unquestionable credibility to 
make decisions objectively and resist undue 
influence. 

    (ii) Non-
Executive 
Directors 

Same procedures are being observed in the 
election/appointment of Executive Directors. 

Same criteria as the Executive Directors 
 

    (iii) 
Independent 
Directors 

Same procedures are being observed in the 
election/appointment of Executive and Non-Executive 
Directors. 

 Must have all the qualifications of a Regular 
Director and in addition - 

 Is not or must not be an officer or employee of the 
Bank, its subsidiaries or affiliates or related 
interests during the past three (3) years counted 
from the date of his election; 

 Is not a director or officer of the related companies 
of the Bank’s majority stockholder; 

 Is not a majority stockholder with shares of stock 
sufficient to elect a seat in the board of directors of 
the Bank, or in any of its related companies, or of 
its majority corporate shareholder; 

 Is not a relative within the fourth degree of 
consanguinity or affinity, legitimate, legitimate or 
common-law of any director, officer or a 
stockholder holding shares of stock sufficient to 
elect one seat in the board or any of its related 
companies; 

 Is not acting as a nominee or representative of any 
director or substantial shareholder of the bank, any 
of its related companies or any of its substantial 
shareholders; and 

 Is not retained as professional adviser, consultant, 
agent or counsel of the Bank, any of its related 
companies or any of its substantial shareholders, 
either in his personal capacity or through his firm; is 
independent of management and free from any 
business or other relationship, has not engaged and 
does not engaged in any transaction with the bank 
or with any of its related companies or any of its 
substantial shareholders, whether by himself or 
with other persons or through a firm of which he is 
a partner or a company of which he is a director or 
substantial stockholder, other than transactions 
which are conducted at arm’s length and could not 
materially interfere with or influence the exercise of 
his judgment.  

b.  Re-appointment 

    (i)  
Executive 
Directors 

Same as appointment, all director nominees were 
subject to the deliberations of the Governance 
Committee. 

Same above 
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    (ii) Non-
Executive 
Directors 

Same above Same above 

    (iii) 
Independent 
Directors 

Same above Same above 

c. Permanent Disqualification 

    (i)  
Executive 
Directors 

 The Board of Directors and Management of the Bank 
shall be responsible for determining the existence of 
the ground for disqualification of the Bank’s 
Director/Officer or employee and reporting the same 
to the BSP. While the Bank may conduct its own 
investigation and impose appropriate sanction/s as 
are allowable, this shall be without prejudice to the 
authority of the Monetary Board to disqualify a 
director/officer/employee from being 
elected/appointed as director/officer in any financial 
institution under the supervision of the BSP. Grounds 
for disqualification made known to the Bank, shall be 
reported to the appropriate supervising and 
examining department of the BSP within seventy-two 
(72) hours from knowledge thereof. 

 The Board of Directors shall be immediately informed 
of cases of disqualification approved by the Monetary 
Board and shall be directed to act thereon not later 
than the following Board Meeting. Within seventy-
two (72) hours thereafter, the Corporate Secretary 
shall report to the Governor of the BSP through the 
appropriate supervising and examining department 
the action taken by the Board on the director/officer 
involved.  

 All cases of disqualification shall be elevated to the 
Monetary Board of the Bangko Sentral ng Pilipinas. If 
after evaluation, the Monetary Board shall find 
grounds for disqualification, the Director/Officer so 
elected/ appointed may be removed from office even 
if he/she has assumed the position to which he/she 
was elected.   

Without prejudice to specific provision of law 
prescribing disqualifications for directors/ 
officers/employees, the following are disqualified 
from becoming directors: 

 Persons who have been convicted by final judgment 
of a court for offenses involving dishonesty or 
breach of trust such as, but not limited to estafa, 
embezzlement, extortion, forgery, malversation, 
swindling, theft, robbery, falsification, bribery, 
violation of B.P. Blg. 22, violation of Anti-Graft and 
Corruption Practices Act and prohibited acts and 
transactions under Section 7 of R.A. No. 6713 (Code 
of Conduct and Ethical Standards for Public Officials 
and Employees) 

 Persons who have convicted by final judgment of a 
court sentencing them to serve a maximum term of 
imprisonment of more than six years; 

 Persons who have convicted by final judgment of a 
court sentencing them to serve a maximum of term 
of imprisonment of more than six years; 

 Persons who have been judicially declared 
insolvent, spendthrift or incapacitated to contract; 

 Directors, officers or employees of closed banks 
/quasi-/banks trust entities who were found to be 
culpable for such institution’s closure as determined 
by the Monetary Board; 

 Directors and officers of quasi-banks and trust 
entities found by the Monetary Board; 

 Directors and officers of banks, quasi-banks and 
trust entities found by the Monetary Board as 
administratively liable for violation of banking laws, 
rules and regulations where a penalty of removal 
from office is imposed, and which finding of the 
Monetary Board has become final and executor. 

 Directors and officers of banks, quasi-banks and 
trust entities or any person found by the Monetary 
Board to be unfit for the position of directors or 
officers because they were found administratively 
liable by another government agency for violation 
of banking laws, rules and regulations or any 
offense/violation involving dishonesty or breach of 
trust, and which finding of said government agency 
has become final and executory. 

    (ii) Non-
Executive 
Directors 

Disqualification procedures are the same as that of the 
Executive Directors.  

 Same as that of the Executive Directors. 

    (iii) 
Independent 
Directors 

Disqualification procedures are the same as that of the 
Executive Directors. 

Same as that of the Executive Directors. 

d.  Temporary Disqualification 

    (i)  
Executive 

 The Board of Directors and Management of the Bank 
shall be responsible for determining the existence of 

Directors/officers/employees disqualified by the 
Monetary Board from holding a director position for 
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Directors the ground for disqualification of the Bank’s 
Director/Officer or employee and reporting the same 
to the BSP. While the Bank may conduct its own 
investigation and impose appropriate sanction/s as 
are allowable, this shall be without prejudice to the 
authority of the Monetary Board to disqualify a 
director/officer/employee from being 
elected/appointed as director/officer in any financial 
institution under the supervision of the BSP. Grounds 
for disqualification made known to the Bank, shall be 
reported to the appropriate supervising and 
examining department of the BSP within seventy-two 
(72) hours from knowledge thereof. 

 The Board of Directors shall be immediately informed 
of cases of disqualification approved by the Monetary 
Board and shall be directed to act thereon not later 
than the following Board Meeting. Within seventy-
two (72) hours thereafter, the Corporate Secretary 
shall report to the Governor of the BSP through the 
appropriate supervising and examining department 
the action taken by the Board on the director/officer 
involved.  

 All cases of disqualification shall be elevated to the 
Monetary Board of the Bangko Sentral ng Pilipinas. If 
after evaluation, the Monetary Board shall find 
grounds for disqualification, the Director/Officer so 
elected/ appointed may be removed from office even 
if he/she has assumed the position to which he/she 
was elected.   

a specific/ indefinite period of time. Included are: 

 Persons who fully disclose the extent of their 
business interest or any material information to the 
appropriate supervising and examining department 
when required pursuant to a provision of law or of 
a circular, memorandum, rule or regulation of the 
BSP. Disqualification shall be in effect as long as the 
refusal persists; 

 Directors who have been absent or who have not 
participated for whatever reasons in more than 
fifty percent (50%) of all meetings, both regular and 
special, of the Board of Directors during their 
incumbency, and directors who failed to physically 
attend for whatever reasons in at least twenty-five 
percent (25%) of all board meetings in any year 
except that when a notarized certification executed 
by the Corporate Secretary has been submitted 
attesting that said directors were given the agenda 
materials prior to the meeting and that their 
comments/decisions thereon were submitted for 
deliberation/discussion  and were taken up in the 
actual board meeting. This disqualification applies 
only for purposes of the immediately succeeding 
election; 

 Those who are delinquent in the payment of their 
obligation as defined hereunder: 

 
1.Delinquency in the payment of obligations means 

that an obligation of a person with the Bank 
where he/she is a director or officer, or at least 
two (2) obligations with other banks/financial 
institution, under different credit lines or loan 
contracts, are past due pursuant to Section X306; 

2.Obligations shall include all borrowings from a 
bank obtained by: 

 
a. A Director or Officer for his account or as a 
representative or agent of others or where he/she  
acts as a guarantor, endorser, or surety for loans 
from such financial institutions; 
b. The spouse or child under the parental 
authority of the director or officer; 
c. any person whose borrowing s or loan proceeds 
were credited to the account of, or used for the 
benefit of a director or officer;  
d. A partnership of which a director  or officer, or 
his/her spouse is the managing partner or a 
general partner owning a controlling interest in 
the partnership; and  
e. A corporation, association or firm wholly-
owned or majority of the capital of which is 
owned by any group or persons mentioned in the 
foregoing items above   

 

 persons who have been convicted by a court for 
offenses involving dishonesty, breach of trust such 
as but not limited to, estafa, embezzlement, 
extortion, forgery, malversation, swindling, theft, 
robbery, falsification, bribery, violation of B.P. Blg. 
22, violation of Anti-Graft and corrupt Practices Act 
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and prohibited acts and transactions under Section 
7 of R.A. 6713 (Code of Conduct and ethical 
Standards for Public Officials and Employees), 
violation of banking laws, rules and regulations or 
those sentenced to serve a maximum term of more 
than 6 years imprisonment but whose conviction 
has not yet become final and executory; 

 Directors and officers of closed banks pending their 
clearance by the Monetary Board; 

 Directors disqualified for failure to 
observe/discharge their duties and responsibilities 
prescribed under existing regulations. This 
disqualification applies until the lapse of the 
specific period of disqualification or upon approval 
by the Monetary Board on recommendation by the 
appropriate supervising and examining department 
of such director’s election/reelection; 

 Directors who have failed to attend the special 
seminar for board of directors required; This 
qualification applies until the director had attended 
such seminar; 

 Persons dismissed /terminated from employment 
for cause. This disqualification shall be in effect 
until they have cleared themselves of involvement 
in the alleged irregularity or upon clearance, on 
their request, from the Monetary Board after 
showing good justifiable reasons; 

 Directors under preventive suspension  

 Persons with derogatory records as certified by, or 
on the official files of, the judiciary, national Bureau 
of Investigation, Philippine National Police, quasi-
judicial bodies, other government agencies or 
authorities of foreign countries for irregularities or 
violations of any law, rules and regulations that 
would adversely affecting the integrity of the 
director/officer or the ability to effectively 
discharge his duties. This disqualification applies 
until they have cleared themselves of the alleged 
irregularities/violation or after a lapse of five (5) 
years from the time of the complaint, which was 
the basis of the derogatory record, was initiated; 

 Directors and officers of banks, quasi-banks and 
trust entities found by the Monetary Board as 
administratively liable for violation of banking laws, 
rules and regulations where a penalty of removal 
from office is imposed, and which finding of the 
Monetary Board is pending appeal before the 
appellate court, unless execution or enforcement 
thereof is restrained by the court; 

 Directors and officers of banks, quasi-banks and 
trust entities found by the Monetary Board as 
administratively liable for violation of banking laws, 
rules and regulations where a penalty of suspension 
form office if fine is imposed, regardless of whether 
the finding of the Monetary Board is final and 
executor; or pending appeal before the appellate 
court, unless execution or enforcement is retrained 
by the court. The disqualification shall be in effect 
during the period of suspension or so long as fine is 
not fully paid. 
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    (ii) Non-
Executive 
Directors 

Same above Same above 

    (iii) 
Independent 
Directors 

Same above  If the beneficial equity ownership of the 
independent director in the Bank exceeds two 
percent (2%) of the Bank’s subscribed capital stock. 
The disqualification shall be lifted if the limit is later 
complied with. 

e.  Removal 

    (i)  
Executive 
Directors 

Director/Officer elected or appointed who does not 
possess all the qualifications &/or has any 
disqualifications shall not be confirmed by the 
confirming authority provided under Confirmation of 
the election/appointments of directors and officers shall 
be removed from office even if he/he has assumed the 
position to which he/she was elected or appointed. 

Non possession of qualifications 

    (ii) Non-
Executive 
Directors 

Same above Same above 

    (iii) 
Independent 
Directors 

Same above Same above 

f.  Re-instatement 

    (i)  
Executive 
Directors 

Director/Officer, prior to assuming the position to which 
he/she was elected/appointed, must submit with 
appropriate supervising and examining department of 
BSP a verified statement that he/she has all the 
qualifications and none of the disqualifications.  

Same criteria in selection/appointment 

    (ii) Non-
Executive 
Directors 

Same above Same above 

    (iii) 
Independent 
Directors 

Same above Same above 

g.  Suspension 

    (i)  
Executive 
Directors 

All cases of disqualifications shall be elevated to the 
Monetary Board of the BSP. If after evaluation find 
grounds for disqualification, the Director/Officer so 
elected/appointed may be removed from office even 
he/she has assumed the position to which he/she was 
elected. 

Non possession of qualifications 

    (ii) Non-
Executive 
Directors 

Same above Same above 

    (iii) 
Independent 
Directors 

Same above Same above 

 Note: Since new management took over in 2014, there have been no removals, re-instatements or suspensions of 
 directors.  All vacancies in the Board of Directors have been via voluntary resignations.  

 

Voting Result of the last Annual General Meeting.  
 Voting Result of the last Annual General Meeting 

Name of Director Votes Received  

Eric O. Recto Since there were only 15 nominees, the shareholders approved 
a motion to cast all the votes of all shareholders present 
equally among all the 15 nominees. 

Leonardo B. Dayao 

Patricia May T. Siy 

Carmen G. Huang 

Bunsit Carlos G. Chung 

Ralph C. Nubla, Jr. 
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Lucio L. Co 

Patrick S. Walujo 

Gregorio T. Yu 

Susan P. Co 

David L. Balangue 

Levi B. Labra 

Roberto Z. Loraves 

Jesus S. Jalandoni, Jr. 

Emmanuel Y. Mendoza 
 

6) Orientation and Education Program 
 

(a) Disclose details of the company’s orientation program for new directors, if any.  
 
New directors are required to attend a special seminar on corporate governance for board of directors which shall be 
conducted by a private or government institute recognized/accredited by the BSP and SEC. 
 
The Corporate Governance Seminar (BSP required) organized by Bankers Institute of the Philippines last February 5 & 6, 2015 
covers the following topics: 
 Module 1 - Overview of Good Corporate Governance 
 Module 2 - Board Qualifications and Practices  
 Module 3 - Complex or Opaque Corporate Structures 
 Module 4 - Compensation Systems 
 Module 5 - Checks and Balances Systems 
 Module 6 - Disclosure and Transparency 
 
Corporate Governance Seminar (SEC required) organized by Center for Training and Development, Inc. last June 22, 2015 covers 
the following topics: 

 Duties of Corporation 

 Liabilities of Directors 

 Key to a Sound Strategic Management 

 Understanding the Roles of Board Committees 

 Financial Disclosures 
 

(b) State any in-house training and external courses attended by Directors and Senior Management3 for the past three (3) years:  

HRG 

 
Below table indicates the In-house and External training/courses which were attended by Directors and Senior Management for the 
past three (3) years – 2013 to 2015 
 

Name 
Position 

Title 
Training Title Date Training Partner 

Recto, Eric O. Chairman of 
the Board 

Anti-Money Laundering Seminar February 27, 2013 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 Risks, Opportunities, Assessment and Mgt. 
(ROAM) Inc. 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Dayao, 
Leonardo B. 

Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 
 

June 22, 2015 Center for Training and Development, Inc. 

                                                 
3 Senior Management refers to the CEO and other persons having authority and responsibility for planning, directing and controlling the activities of the 
company. 
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Advincula, 
Angelo Patrick 
F. 

Corporate 
Secretary 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Huang, Carmen 
G. 

Executive 
Director 

Economic Briefing for the Key 
Leaders of Mr. Co’s Businesses 

January 23, 2015 ING Bank 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Co, Lucio L. Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Lorayes, 
Roberto Z. 

Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Balangue, David 
L. 

Director Anti-Money Laundering Seminar February 27, 2013 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC Required) 

June 26, 2014 Securities and Exchange Commission 

Corporate Governance Seminar 
(BSP Required) 

September 18-19, 
2014 

Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Mendoza, 
Emmanuel Y. 

Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Co, Susan P. Director Corporate Governance and Risk 
Management for Banks and Quasi-
banks (BSP required) 

March 5-6, 2015 Ateneo De Manila University - Center for 
Continuing Education 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Chung, Bunsit 
Carlos G. 

Director Anti-Money Laundering Seminar February 27, 2013 PBCom  

Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Jalandoni, Jesus 
Jr. S. 

Director Anti-Money Laundering Seminar February 27, 2013 Anti-Money Laundering Council (AMLC) 

Corporate Governance Orientation 
Program (BSP Required) 

February 28 - March 
1, 2013 

Institute of Corporate Directors, Inc. (ICD) 

Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Labra, Levi B. Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Nubla, Ralph Jr. 
C. 

Director Anti-Money Laundering Seminar February 27, 2013 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 
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Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Walujo, Patrick 
S. 

Director Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

Yu, Gregorio T. Director Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Siy, Patricia May 
T. 

President & 
CEO 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Tychuaco, Irwin 
Joseph T. 

Trust & 
Wealth 
Manageme
nt Group 
Head & 
Chief Trust 
Officer, OIC 

PMS (Performance Management 
System) Workshop 

March 15, 2013 PBCom - Compliance & RMG  

CEP (9th Continuing Education 
Program) 

October 5, 2013 PBCom - Compliance & RMG  

Signature Verification Seminar 
(SIGVER) 

February 22, 2014 National Bureau of Investigation (NBI) 

Wealth Management Training July 19, 2014 PBCom - TWMG 

Economic Briefing for the Key 
Leaders of Mr. Co’s Businesses 

January 23, 2015 ING Bank 

Cuatico, Rose 
Margaret T. 

Compliance 
Group Head 
and Chief 
Compliance 
Officer 

Anti-Money Laundering Briefing March 11, 2013 Anti-Money Laundering Council (AMLC) 

CEP (9th Continuing Education 
Program) 

May 4, 2013 PBCom - Compliance & RMG  

Trust Products and Services June 10, 2013 PBCom  

Innovative Thinking Training December 19, 2013 External Facilitator 

BEST (Building Excellence through 
Synergy and Teamwork) 
Compliance Group  

January 10, 2014 PBCom - HRG TDAD 

T24 Training  January 14, 2014 PBCom  

Meet and Greet (Risk Control and 
Compliance Officers) 

March 24, 2014 PBCom - Compliance & RMG  

Financial Wellness Seminar October 15, 2014 PBCom - Trust and Wealth Mgt. Group 

A Time of Inspiration for PBCom 
Women 

February 9, 2015 PBCom - Office of the President and CEO 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

AML Quarterly Briefing October 30, 2015 Association of Bank Compliance Officer 
(ABCOMP) 

Vinluan, Evelyn 
D. 

Enterprise 
Risk Mgt.  
Group/ 
ICAAP Head 

Anti-Money Laundering Seminar March 11, 2013 AMLC 

CEP (9th Continuing Education 
Program) 

May 11, 2013 PBCom - Compliance & RMG  

Trust Products and Services June 10, 2013 PBCom  

Innovative Thinking Training December 19, 2013 External Facilitator 

T24 Training  January 16, 2014 PBCom  

Meet and Greet (Risk Control and 
Compliance Officers) 

March 24, 2014 PBCom - Compliance & RMG  

T24 Technical Walkthrough 
Sessions  

March 31, 2014 PBCom - Branch Operations Group 

Philippine Financial Reporting 
Standards (PFRS) 9 Briefing 

June 20, 2014 SGV & Co. 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Basel III: Building Strong Decision 
Making and Implementation 
Instincts 

October 9 - 11, 
2013 

The Asian Banker (Singapore) 
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Dean, Maria 
Teresita R. 

Credit 
Manageme
nt Group 
Head 

PMS (Performance Management 
System) Workshop 

September 28, 2013 PBCom 

CEP (9th Continuing Education 
Program) 

October 26, 2013 PBCom - Compliance & RMG  

P-ONE (PBCOM On-boarding 
Program for New Employees) 

December 9, 2013 PBCom 

Innovative Thinking Training December 19, 2013 External Facilitator 

Philippine Financial Reporting 
Standards (PFRS) 9 Briefing 

June 20-24, 2014 SGV & Co. 

Corporate Governance Seminar 
(BSP Required) 

September 18-19, 
2014 

Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

Economic Briefing for the Key 
Leaders of Mr. Co’s Businesses 

January 23, 2015 ING Bank 

A Time of Inspiration for PBCom 
Women 

February 9, 2015 PBCom - Office of the President and CEO 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

28th BAIPHIL National Convention February 27 - March 
1, 2015 

Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

Credit Risk Management December 5, 2014 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

Lobien, Jeruel N. Internal 
Audit Group 
Head and 
Chief Audit 
Executive 

Corporate Governance Seminar 
(BSP Required) 

September 18-19, 
2014 

Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

Economic Briefing for the Key 
Leaders of Mr. Co’s Businesses 

January 23, 2015 ING Bank 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

ACL Class Onsite Training October 26-29, 
2015 

ACL Services 

Elizaga, Eriberto 
Luis S. 

Corporate 
Banking 
Group Head 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Go, James Y. Branch 
Banking 
Segment 
Head 

PMS (Performance Management 
System) Workshop 

March 8, 2013 PBCom 

Anti-Money Laundering Briefing March 11, 2013 Anti-Money Laundering Council (AMLC) 

Next Level Banking Professional July 4-5, 2013 PBCom  

Career Advancement Program 
(CAP) 

July 22, 2013 PBCom  

Economic Briefing for the Key 
Leaders of Mr. Co’s Businesses 

January 23, 2015 ING Bank 

Lim, Victor Q. Consumer 
Finance 
Group Head 

Anti-Money Laundering Seminar March 11, 2013 Anti-Money Laundering Council (AMLC) 

Corporate Governance May 30, 2013 PBCom  

Innovative Thinking Training December 19, 2013 External Facilitator 

Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

Economic Briefing for the Key 
Leaders of Mr. Co’s Businesses 

January 23, 2015 ING Bank 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Baltazar, 
Felimon F. 

Treasury 
Segment 
Head 

PMS (Performance Management 
System) Workshop 

March 5, 2013 PBCom  

Anti-Money Laundering Briefing March 11, 2013 Anti-Money Laundering Council (AMLC) 

CEP (9th Continuing Education 
Program) 

October 26, 2013 PBCom - Compliance & RMG  

BEST (Building Excellence through 
Synergy and Teamwork) Treasury 
Segment  

January 25, 2014 PBCom - HRG TDAD 

Philippine Financial Reporting 
Standards (PFRS) 9 Briefing 

June 20, 2014 SGV & Co. 

AML Updates and Refresher Course September 30, 2015 Anti-Money Laundering Council (AMLC) 
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Garcia, Expedito 
Jr. G. 

Transaction 
Banking & 
Client 
Engagemen
t Segment 
Head 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Datu, Arlene M. Finance 
Group Head 

P-ONE (PBCOM On-boarding 
Program for New Employees) 

March 4-5, 2013 PBCom  

PMS (Performance Management 
System) Workshop 

March 6, 2013 PBCom  

Anti-Money Laundering Briefing March 11, 2013 AMLC 

Corporate Governance May 30, 2013 PBCom 

Innovative Thinking Training December 19, 2013 External Facilitator 

Corporate Governance Seminar 
(SEC Required) 

May 28, 2014 ROAM 

Philippine Financial Reporting 
Standards (PFRS) 9 Briefing 

June 20-24, 2014 SGV & Co. 

A Time of Inspiration for PBCom 
Women 

February 9, 2015 PBCom - Office of the President and CEO 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Yu, Daniel M. Global 
Operations 
Segment 
Head 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Lao, Eriene C. Information 
Systems 
Group Head 

PMS (Performance Management 
System) Workshop 

March 6, 2013 PBCom  

Corporate Governance May 30, 2013 PBCom  

CEP (9th Continuing Education 
Program) 

October 26, 2013 PBCom - Compliance & RMG 

Sapphire Ticketing System User 
Training 

July 2, 2014 H2 Consulting Services 

A Time of Inspiration for PBCom 
Women 

February 9, 2015 PBCom - Office of the President and CEO 

Justiniani, Belle 
Rosamond D. 

Marketing 
Group Head 

PMS (Performance Management 
System) Workshop 

July 26, 2013 PBCom - Compliance & RMG Faci 

Accrual Training October 22, 2013 PBCom - Finance Group 

CEP (9th Continuing Education 
Program) 

October 26, 2013 PBCom - Compliance & RMG  

P-ONE (PBCOM On-boarding 
Program for New Employees) 

October 29-31, 
2013 

PBCom  

Sapphire Ticketing System User 
Training 

July 10, 2014 H2 Consulting Services 

Martinez, Mina 
F. 

Human 
Resources 
Group Head 

Signature Verification Seminar 
(SIGVER) 

July 31, 2015 PBCom - Credit Management Group 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

Achieving Harmony in the 
Workplace: Using Mediation as a 
Management Tool 

April 24, 2015 National Center for Mediation, Inc. 

Alba, Jason J. Legal 
Services 
Group Head 

Anti-Money Laundering Briefing March 11, 2013 AMLC 

Teambuilding: Legal Services Group  November 23-24, 
2013 

PBCom - Legal Service Group 

Innovative Thinking Training December 19, 2013 External Facilitator 

Financial Wellness Seminar October 15, 2014 PBCom - Trust and Wealth Management 
Group 

AML Updates and Refresher Course September 28, 2015 Anti-Money Laundering Council (AMLC) 

MCLE Seminar  February 21-22, 28 
and March 1, 2013 

Asian Center for Legal Excellence, Inc.  

Bautista, Editha 
N. 

General 
Services 

PMS (Performance Management 
System) Workshop 

March 8, 2013 PBCom - Compliance & RMG Faci 



20 

 

Group Head A Time of Inspiration for PBCom 
Women 

February 9, 2015 PBCom - Office of the President and CEO 

 

(c) Continuing education programs for directors: programs and seminars and roundtables attended during the year.  
 

Name Position Title Training Title Date Training Partner 

Recto, Eric O Chairman of 
the Board 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Dayao, 
Leonardo B. 

Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Advincula, 
Angelo Patrick 
F. 

Corporate 
Secretary 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Huang, Carmen 
G. 

Executive 
Director 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Co, Lucio L. Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

  AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

  Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Lorayes, 
Roberto Z. 

Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Balangue, David 
L. 

Director AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Mendoza, 
Emmanuel Y. 

Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Co, Susan P. Director Corporate Governance and Risk 
Management for Banks and 
Quasi-banks (BSP required) 

March 5-6, 2015 Ateneo De Manila University - Center for 
Continuing Education 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Chung, Bunsit 
Carlos G. 

Director AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Jalandoni, Jesus 
Jr. S. 

Director AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Labra, Levi B. Director Corporate Governance Seminar 
(BSP required) 

February 5-6, 2015 Bankers Institute of the Philippines, Inc. 
(BAIPHIL) 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 
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Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Nubla, Ralph Jr. 
C. 

Director AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Yu, Gregorio T. Director AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Siy, Patricia May 
T. 

President & 
CEO 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

A Time of Inspiration for PBCom 
Women 

February 9, 2015 PBCom - Office of the President and CEO 

Cuatico, Rose 
Margaret T 

Compliance 
Group Head 
and Chief 
Compliance 
Officer 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Corporate Governance Seminar 
(SEC required) 

June 22, 2015 Center for Training and Development, Inc. 

Lobien, Jeruel N. Internal Audit 
Group Head 
and Chief 
Audit 
Executive 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Elizaga, Eriberto 
Luis S. 

Corporate 
Banking 
Group Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Lim, Victor Q. Consumer 
Finance 
Group Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Baltazar, 
Felimon F. 

Treasury 
Segment 
Head 

AML Updates and Refresher 
Course 

September 30, 2015 Anti-Money Laundering Council (AMLC) 

Garcia, Expedito 
Jr. G. 

Transaction 
Banking & 
Client 
Engagement 
Segment 
Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Datu, Arlene M. Finance 
Group Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Yu, Daniel M. Global 
Operations 
Segment 
Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Martinez, Mina 
F. 

Human 
Resources 
Group Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

Human 
Resources 
Group Head 

Legal 
Services 
Group Head 

AML Updates and Refresher 
Course 

September 28, 2015 Anti-Money Laundering Council (AMLC) 

 

B. CODE OF BUSINESS CONDUCT & ETHICS  
 
1) Discuss briefly the company’s policies on the following business conduct or ethics affecting directors, senior management and 

employees:  
 
PBCom Code of Ethics and Code of Conduct 
 
The PBCom Code of Ethics embodies the corporate principles that serve to guide the conduct and behavior of Bank employees in 
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every situation.  As an institution imbued with public trust, the Bank requires a high level of integrity and professionalism among all 
employees.  Our Code of Ethics prescribes the standards which must permeate all business dealings and relationships.  
 
Through the Code of Ethics, the Bank has institutionalized the observance of its Core Corporate Values such as, Trust, Integrity, 
Professionalism, Loyalty and Excellence.  The specific objectives of the Code of Ethics are to: 
1. Promote a corporate culture of good governance and best practices. 
2. Empower and protect employees by making them aware of the criteria/standards involved in carrying out their functions and 

in making decisions. 
3.  Standardize application of policies and regulations and corrective measures in case of deviations from expected behavior. 

 
The Code of Ethics enforces the following fundamental policies of the Bank: 
1. Putting the interests of the Bank above in situations where actual or potential conflict of interest exists. When such situation 

occurs, employees must put the Bank’s interests over and above other interests and ensure that employees’ personal interests 
do not conflict with the duties, which they must perform for the Bank, or with the duties, which the Bank performs for clients.  

2. Probity in handling of confidential information, the disclosure or non-disclosure of such information is vital to the Bank’s well-
being 

3. Compliance with the law and with internal regulations challenging within the Bank, any values or policies that are inconsistent 
with these guidelines. 

4. Provide quality customer service toward clients while protecting the legitimate interests of the Bank at all times. 
5. Render services to customers on the basis of rational business criteria rather than on factors such as race, gender or religion. 
6. Conduct personal, professional or business affairs in accordance with the highest moral standards so that there can be no 

opportunity for unfavorable reflections upon the Bank. 
  
To ensure employees’ adherence to the Code of Ethics, the Bank formulated its implementing guidelines under the PBCom Code of 
Conduct. The Code of Conduct was discussed and adopted by the Labor Management Committee of the Bank consisting of 
representatives from the Human Resources Group and Union representatives to ensure support and commitment from all sectors in 
the Bank. The Code of Conduct serves as guidelines for the enforcement of the provisions of the Code of Ethics and prescribes the 
applicable sanctions in case of deviation thereof.  
 
Any breach of the provisions of the Code may result in disciplinary action ranging from reprimand to termination of employment, 
depending on the gravity of the offense, after observance of due process of law. However, the spirit of implementation also gives 
more emphasis on positive motivation rather than punitive measures.  Penalties are to be resorted to only when necessary and only 
to the extent required by the circumstances. Applications of sanctions are always guided by impartiality, open-mindedness, 
consistency, and fairness.  
 
The Code of Ethics and the Code of Conduct are printed in handbook form and disseminated to all officers and staff. Adherence to 
the Code is the responsibility of each employee of the Bank and is a condition for continued employment. Employees of PBCom 
annually confirm their adherence to these guidelines.  
 

Business Conduct 
& Ethics 

Directors 
Senior 

Management 
Employees 

(a) Conflict of 
Interest 

The Bank’s Code of Ethics requires officers and employees to put the 
interests of the Bank above in situations where actual or potential conflict 
of interest exists. Directors/officers /employees must put the Bank’s 
interests over and above other interests and ensure that employees’ 
personal interests do not conflict with the duties, which they must perform 
for the Bank, or with the duties, which the Bank performs for clients. This 
covers the following restrictions:   
• Personal transactions with clients. 
• Receiving gifts and gratuities from clients. 

same same 

(b)  Conduct of 
Business 
and Fair 
Dealings 

Employees are required to conduct business in accordance with the 
highest moral standards so that there can be no opportunity for 
unfavorable reflections upon the Bank as follows: 
In accordance with law, employees must: 
• Keep client information confidential 
• Provide quality customer service toward clients while protecting the 

legitimate interests of the Bank at all times. 
• Render services to customers on the basis of rational business criteria 

rather than on factors such as race, gender or religion. 

Same same 

(c) Receipt of The Code of Ethics & Conduct prohibits employees from receiving directly same same 
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gifts from 
third parties 

or indirectly from clients gifts and gratuities, money or anything of value 
or any offer thereof in consideration of any act or service in relation to any 
Bank transaction. Examples: 
• Offering, soliciting or receiving anything of value to perform any act 

prejudicial to the Bank 
• Soliciting money, gifts, shares, benefits or favors from any person 

through the intercession of another as a condition for the performance 
of one’s duty 

• Receiving gifts or gratuities in exchange for a favorable decision on 
Bank-related matters 

(d) Compliance 
with Laws & 
Regulations 

Employees are required to: 
• comply with law particularly on confidential client information, 
• comply with regulatory requirements to disclose and report specific 

information as mandated by the anti-money laundering law 
• Comply with the law and with internal regulations challenging within 

the Bank, any values or policies that are inconsistent with these 
guidelines 

same same 

(e) Respect for 
Trade 
Secrets/Use 
of Non-
public 
Information 

Employees are mandated  under the Code of Ethics to: 
• Apply probity in handling of confidential information, the disclosure or 

non-disclosure of such information is vital to the Bank’s well-being. 
• Support good internal governance by prompt reporting of critical 

information within the Bank. 
• In accordance with law, keep client information confidential including 

the Bank’s propriety rights to trade secrets. 
• Comply with regulatory requirements to disclose and report specific 

information as mandated by the anti-money laundering law. 

same same 

(f) Use of 
Company 
Funds, 
Assets and 
Information 

• Employees especially those having money and property accountability, 
are accountable for funds and assets issued to them.  

• Handling of confidential information and the disclosure or non-
disclosure of such information are covered by specific policies of the 
Bank. 

Same same 

(g) Employment 
& Labor 
Laws & 
Policies 

 The Bank recognizes the right and prerogatives of employees under the 
Labor Code and applicable laws of the Philippines 

 Bank Employment Contracts, Policies, Rules & Regulations, Code of 
Ethics, Code of Conduct & other circulars are compliant with the 
provisions of the Labor Code. 

same same 

(h) Disciplinary 
action 

 The Bank enforces due process in handling administrative cases against 
employees who are found to have committed fraudulent acts and/or 
violated Bank policies, rules and regulations.  

 It aims to achieve impartiality in the handling of such cases and to 
ensure that due process is accorded to all parties concerned. 

 It supports the good corporate governance practices of the Bank and 
clearly delineates the responsibilities of the various units as well as 
defines the rights of employees being charged with administrative cases. 

 Any breach of the provisions of the Code may result in disciplinary action 
ranging from reprimand to termination of employment, depending on 
the gravity of the offense, after observance of due process of law.  

same same 

(i) Whistle 
Blower 

 The Bank requires employees to report any misfeasance/malfeasance, 
irregularities, fraud, violations of Bank policies, regulations of BSP and 
other regulatory bodies and/or any provisions of the law to concerned 
Bank unit for proper action. 

same same 

(j) Conflict 
Resolution 

 Labor-management conflicts are resolved under the Labor-Management 
Committee or the Grievance Committee under the Collective Bargaining 
Agreement. 

 Customer complaints are addressed thru the quality assurance units of 
the Bank.    

same same 

 
2) Has the code of ethics or conduct been disseminated to all directors, senior management and employees?  

Officers and employees were furnished their own copy of the Code of Ethics and Code of Conduct. 
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3) Discuss how the company implements and monitors compliance with the code of ethics or conduct.  
 
Human Resources Group of the Bank conduct lifestyle checking of officers and employees of the Bank as part of their core functions. 
The Bank also required directors and officer to disclose Outstanding Obligations and Equity Holdings annually. 
 
Additionally, the Bank has in place policies on Whistle Blowing/Reporting of Crimes and Losses and Handling of Administrative Cases 
to support the monitoring of employees’ compliance with the Code and implementation of sanctions as applicable. 
 

4) Related Party Transactions  

 
(a) Policies and Procedures  

 
Describe the company’s policies and procedures for the review, approval or ratification, monitoring and recording of related 
party transactions between and among the company and its parent, joint ventures, subsidiaries, associates, affiliates, 
substantial stockholders, officers and directors, including their spouses, children and dependent siblings and parents and of 
interlocking director relationships of members of the Board.  

 
There is no transaction with or involving the Bank or its subsidiary or affiliate in which a director, executive officer or 
stockholder owning ten percent (10%) or more of total outstanding shares and member of their immediate family had or is to 
have a direct or indirect material interest. However, the Bank grants loans to certain directors, officers, shareholders and their 
related interests (“DOSRI”) in the ordinary course of business, under commercial terms and on arm’s length basis observing at 
all times the legal limits prescribed under current BSP regulations on DOSRI loans. 

   

Related Party Transactions Policies and Procedures 

(1) Parent Company Credit accommodation to Directors, Officers, Stockholders and Related 
Interest (DOSRI) shall be subject to the provision enumerated under section 
X326-339 of the Manual of Regulation for Banks of the Bangko Sentral Ng 
Pilipinas and Section 36 of RA 8791 (The General Banking Law of 2000) 
All credit extended to DOSRI accounts require the approval of the Board of 
Directors.  
Grant to DOSRI should be in the regular course of business and upon terms 
not less favorable to the bank than those offered to others.  

(2) Joint Ventures Same above 

(3) Subsidiaries Same above 

(4) Entities Under Common Control Same above 

(5) Substantial Stockholders Same above 

(6) Officers including   
       spouse/children/siblings/parents 

Same above 

(7) Directors including  
      spouse/children/siblings/parents 

Same above 

(8) Interlocking director relationship  
      of Board of Directors 

Same above 

 
(b) Conflict of Interest  

 
(i) Directors/Officers and 5% or more Shareholders  

 
Identify any actual or probable conflict of interest to which directors/officers/5% or more shareholders may be involved.         
 
None 
 
 

 Details of Conflict  of Interest (Actual or Probable) 

Name of Director/s Not applicable 

Name of Officer/s Not applicable 

Name of Significant Shareholders Not applicable 
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(ii) Mechanism 
 

Describe the mechanism laid down to detect, determine and resolve any possible conflict of interest between the 
company and/or its group and their directors, officers and significant shareholders. 
 

 Directors/Officers/Significant Shareholders 

Company Full disclosure through reports with regulatory agency 

Group Same above 
 

5) Family, Commercial and Contractual Relations 
 

(a) Indicate, if applicable, any relation of a family,4 commercial, contractual or business nature that exists between the holders of 
significant equity (5% or more), to the extent that they are known to the company:  

Names  of Related 
 Significant Shareholders 

Type of Relationship Brief Description of the Relationship 

P.G. Holdings, Inc. Commercial/Business/Contractual Mr. Lucio L. Co is the Chairman, President and 
shareholder of P.G. Holdings, Inc. 

P.G. Holdings, Inc. Commercial/Business/Contractual Ms. Susan P. Co is a Director and shareholder of 
P.G. Holdings, Inc. 

Telengtan Brothers and Sons, Inc. 
and Bunsit Carlos G. Chung 

Commercial/Business/Contractual Mr. Bunsit Carlos G. Chung is a director of 
Telengtan Brothers and Sons, Inc. 

 
(b) Indicate, if applicable, any relation of a commercial, contractual or business nature that  exists between the holders of 

significant equity (5% or more) and the company:      
 
None 

 

Names of Related  
Significant Shareholders  

Type of Relationship Brief Description 

Not applicable   

 
(c) Indicate any shareholder agreements that may impact on the control, ownership and strategic direction of the company:      

None 

 

Name of Shareholders 
% of Capital Stock affected 

(Parties) 
Brief Description of the Transaction 

Not applicable   

 
6) Alternative Dispute Resolution 
 

Describe the alternative dispute resolution system adopted by the company for the last three (3) years in amicably settling conflicts 
or differences between the corporation and its stockholders, and the corporation and third parties, including regulatory authorities.  
 
None 
 

  Alternative Dispute Resolution System 

Corporation & Stockholders  

Corporation & Third Parties  

Corporation & Regulatory Authorities  

 
C. BOARD MEETINGS & ATTENDANCE 
 
1) Are Board of Directors’ meetings scheduled before or at the beginning of the year?  Yes 
 
 
 
 
 

                                                 
4 Family relationship up to the fourth civil degree either by consanguinity or affinity. 
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2) Attendance of  Directors   

Board Name  
Date of 
Election 

No. of Meetings 
Held during the 

year 

No. of 
Meetings 
Attended 

% 

Chairman Eric O. Recto 7/26/11 13 13 100.00% 

Vice Chairman Leonardo B. Dayao 9/29/14 13 13 100.00% 

Executive Director Carmen G. Huang 4/29/15 10 10 100.00% 

Member Patricia May T. Siy 6/1/15 8 8 100.00% 

Member Bunsit Carlos G. Chung 6/17/97 13 13 100.00% 

Member  Lucio L. Co 9/29/14 13 13 100.00% 

Member Susan P. Co 9/29/14 13 11 84.61% 

Member Ralph C. Nubla, Jr. 3/24/82 13 11 84.61% 

Member Ridha D.M. Wirakusumah 12/1/15 1 1 100.00 

Member Gregorio T. Yu 7/26/11 13 10 76.92% 

Independent David L. Balangue 4/7/14 13 11 84.61% 

Independent Jesus S. Jalandoni, Jr. 1/28/13 13 10 76.92% 

Independent Levi B. Labra 10/24/14 13 12 92.30% 

Independent Roberto Z. Lorayes 10/24/14 13 13 100.00% 

Independent Emmanuel Y. Mendoza 12/19/14 13 13 100.00% 

 

3) Do non-executive directors have a separate meeting during the year without the presence of any executive?  If yes, how many 
times?   
None 
 

4) Is the minimum quorum requirement for Board decisions set at two-thirds of board members? Please explain.  
 
No, quorum is not set at two-thirds (2/3) of the membership of the Board. Quorum is set as majority of the members of the Board 
(lowest integer greater than 50% of the members; or 8 out of 15). Except if a law/regulation require a higher vote requirement for 
a particular issue, a majority vote of the directors present (provided there is a quorum) shall suffice to approve a corporate act. 
 

5) Access to Information 
(a) How many days in advance are board papers5 for board of directors meetings provided to the board?   

 
Materials for the Board meeting are sent to the members of the Board at least three (3) days prior to the scheduled Board meeting. 

 
(b) Do board members have independent access to Management and the Corporate Secretary?  

Yes 
 

(c) State the policy of the role of the company secretary. Does such role include assisting the Chairman in preparing the board 
agenda, facilitating training of directors, keeping directors updated regarding any relevant statutory and regulatory changes, 
etc.?    
 
Under the Bank’s Manual on Corporate Governance the Duties and Responsibilities of the Corporate Secretary are as follows: 
1. Furnish all the directors with a copy of the specific duties and responsibilities of the Board of Directors under Items “b” and 

“c” of Subsection X141.3 of the BSP within ten (10) banking days after election; 
2. Require the directors to acknowledge receipt of the copies of such specific duties and responsibilities and shall certify that 

they fully understand the same; 
3. Submit to the BSP copies of the acknowledgment and certification required in accordance with Appendix 6   of the manual of 

Regulations; 
4. Gather and analyze all documents, records and other information essential to the conduct of his duties and responsibilities to 

the Bank; 
5. As to agenda, get a complete schedule thereof at least for the current year and put the Board on notice at least three days 

before every meeting; 
6. Assist the Board in making business judgment in good faith and in the performance of their responsibilities and obligations; 
7. Furnish a copy of the Bank’s Compliance Policies and Procedures contained in the Manual on Corporate Governance and 

succeeding updates thereof to all incumbent and newly elected directors. 
8. Attend all Board meetings and maintain record of the same; 

                                                 
5 Board papers consist of complete and adequate information about the matters to be taken in the board meeting.  Information includes the background 

or explanation on matters brought before the Board, disclosures, budgets, forecasts and internal financial documents. 
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9. Submit reportorial requirements to the Bangko Sentral ng Pilipinas (BSP), the Securities and Exchange Commission (SEC) and 
The Philippine Stock Exchange, Inc. (PSE). 

 
(d) Is the company secretary trained in legal, accountancy or company secretarial practices? Please explain should the answer be 

in the negative.   
 
Yes, the Bank’s incumbent Corporate Secretary is a member of the Philippine Bar and is a practicing lawyer. 
 

(e) Committee Procedures 
 

Disclose whether there is a procedure that Directors can avail of to enable them to get information necessary to be able to 
prepare in advance for the meetings of different committees 

 

Yes  No  

 

Committee Details of the procedures 

Executive  The regular schedule (weekly) of ExCom meetings has been set beforehand. ExCom Materials are 
distributed before the actual meetings 

Audit Com The Internal Audit Group distributes the agenda, audit and administrative reports to the 
members of the Audit Committee at least two (2) days before scheduled meetings. 

Nomination *  Nomination of New Executives – Materials on the nominees are provided before the actual 
meeting 

Remuneration *  Materials on Compensation are asked from the GovCom secretariat (HRG) and are provided 
before the actual meeting 

Others (specify) Risk Oversight   Succeeding meeting’s date already agreed and set at end of current meeting.  Materials are 
provided days before the actual meeting.  Directors can readily communicate with Enterprise 
Risk Management Group for other concerns 

*Nomination and Remuneration Committee are sub-committees of the Governance Committee 
 

6) External Advice 
 
Indicate whether or not a procedure exists whereby directors can receive external advice and, if so, provide details:  

Procedures  Details 

A director is free to procure any professional and external advice it may 
desire in order to assist in the discharge of his/her functions. 

 

 

7) Change/s in existing policies  
 

Indicate, if applicable, any change/s introduced by the Board of Directors (during its most recent term) on existing policies that may 
have an effect on the business of the company and the reason/s for the change:   
Existing Policies Changes Reason  

Corporate 
Governance  

 Redefine the Non-executive director 

 Add the definition of Independent Director, Related Party 
Transactions 

 Redefine the role of Chief Compliance Officer  

 Add role of Board overseeing Compliance Policy 

 Add minimum number of Independent Director 

 Add under General Responsibility the oversight function of the 
Board 

 Categorize/expand the specific duties and responsibilities of the 
board 

 Add duties and responsibilities of the board 

 Add criteria on qualification and disqualification of Independent 
Director 

 Add Chief Risk Officer and Risk Management Function 

To incorporate requirements/revision 
of BSP circular 747, 749 and 758, SEC 
circular no. 6. 

Enterprise Risk 
management 

In light of the recommendations from the review of the Bank’s ERM 
Framework, the risk control function is now embedded in the 
business/operating line units. This is facilitated thru the Risk Control 
and Compliance Officer function (or RCCO) who acts as the liaison 
between the Risk Management and Compliance Groups and the 

To strengthen the enterprise risk 
management structure and effectively 
manage risk across all banking units. 
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business units. The RCCO’s responsibility includes the following, 
among others:  
a. Facilitate effective risk management and compliance at the 
Business/Operating Unit level;  
b. Oversee the implementation of controls within the 
Business/Operating Unit to meet all regulatory and internal 
requirements;  
c. Monitor effectiveness of day-to-day controls, and coordinate the 
timely resolution of risk, compliance and audit issues.  
 

A policy and procedure on Control Validation was also put into place 
to strengthen integrity of the Risk and Control Self-Assessment 
process 

 
D. REMUNERATION MATTERS 
 
1) Remuneration Process 

 
Disclose the process used for determining the remuneration of the CEO and the four (4) most highly compensated management 
officers:   
 
Under the Governance Committee, the Compensation and Remuneration Sub-Committee is tasked to assist the Board of Directors in 
overseeing the implementation of a program of salaries and benefits for directors and senior management that would attract the 
best talents to help the bank accomplish its objectives. 
 
By periodically benchmarking with practices/offers of other leading financial institutions, the sub-committee shall monitor 
adequacy, effectiveness and consistency of compensation program vis-à-vis corporate philosophy and strategy. 
 

Process CEO Top 4 Highest Paid Management Officers 

(1) Fixed remuneration Based on the needs of the business to attract the best 
talents to help it accomplish its objective and guided by 
periodic benchmarking with practices/offers and other 
leading Financial Institution, Compensation and 
Renumeration Sub-Committee shall recommend and 
oversee implementation of program of salaries and 
benefits for Directors, CEO and Senior Management; 
Compensation and Renumeration Sub-Committee shall 
monitor adequacy, effectivity and consistency of 
compensation program vis-à-vis corporate philosophy 
and strategy. 
Note: Compensation and Renumeration is a sub- 
committee of the Governance Committee 

same with CEO 

(2) Variable remuneration Same above Same above 

(3) Per diem allowance NA NA 

(4) Bonus Same above Same above 

(5) Stock Options and  
      other financial  
      instruments 

Same above Same above 

(6) Others (specify) Profit 
Sharing 

Same above Same above 

 
 
 
  
2) Remuneration Policy and Structure for Executive and Non-Executive Directors 
 

Disclose the company’s policy on remuneration and the structure of its compensation package.  Explain how the compensation of 
Executive and Non-Executive Directors is calculated.   
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  Remuneration Policy 
 Structure of Compensation 

Packages 
How Compensation is Calculated 

Executive 
Directors 

No Director, acting as such, shall receive any 
compensation, but a director may receive a 
reasonable “per diem” for every attendance 
at any meeting, regular or special, of the 
Board of Directors, for each day of session, in 
any amount as the Board of Directors may 
from time to time provide. However, that 
nothing herein contained shall be construed 
to preclude any director from serving in any 
other capacity and receiving compensation 
thereof. 

Compensation and 
Renumeration Sub-
Committee shall 
recommend and oversee 
implementation of program 
of salaries and benefits for 
Directors, CEO and Senior 
Management; 
 
 

A director mayl receive a 
reasonable “per diem” for every 
attendance at any meeting, 
regular or special, of the Board of 
Directors, for each day of session, 
in any amount as the Board of 
Directors may from time to time 
provide. 

Non-
Executive 
Directors 

No Director, acting as such, shall receive any 
compensation, but a director may receive a 
reasonable “per diem” for every attendance 
at any meeting, regular or special, of the 
Board of Directors, for each day of session, in 
any amount as the Board of Directors may 
from time to time provide. 

Same above Same above 

 
Do stockholders have the opportunity to approve the decision on total remuneration (fees, allowances, benefits-in-kind and other 
emoluments) of board of directors?  Provide details for the last three (3) years.   
 
Under the Bank’s By-Laws, stockholders are given the opportunity to approve the decision of total remuneration with regard to 
Director’s fees, allowances, benefits-in-kind and other emoluments. There are no changes in the directors’ remuneration package 
that requires stockholders’ approval for the past three (3) years.  
 
The compensation of Directors and Executive Officers for the last three years was disclosed in the Information Statement.  
 

Remuneration Scheme  Date of Stockholders’ Approval 

Not Applicable  

 
3) Aggregate Remuneration 
 

Complete the following table on the aggregate remuneration accrued during the most recent year:   
The bank obtained an exception from SEC requirement of detailed compensation information.  
 
The director’s per Diem as of Dec 31, 2015 is Php1,834,750.00 and the total director’s fee is P13,749,750.00  

Remuneration Item Executive Directors 
Non-Executive Directors (other 

than independent directors) 
Independent Directors 

(a) Fixed Remuneration    

(b) Variable Remuneration    

(c) Per diem Allowance P1,834,750.00 

(d) Bonuses    

(e) Stock Options and/or 
other financial 
instruments 

   

(f) Others : Director’s fee P11,915,000.00 

Total P13,749,750.00 

 

 

 

Other Benefits Executive Directors 
Non-Executive Director (other 
than independent directors) 

Independent Directors 

1) Advances    

2) Credit granted    
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3) Pension Plan/s  
Contributions 

   

(d) Pension Plans, 
Obligations incurred 

   

(e) Life Insurance Premium    

(f) Hospitalization Plan    

(g) Car Plan    

(h) Others (Specify)    

Total  none 
 

4) Stock Rights, Options and Warrants 
 

(a) Board of Directors  
 

Complete the following table, on the members of the company’s Board of Directors who own or are entitled to stock rights, 
options or warrants over the company’s shares:   
 
The Bank has not declared any stock rights, options and warrants for the past three (3) years. However, during the Annual 
Shareholders meeting held on 28 March 2012 the stockholders ratified the adoption of a Stock Option Plan for directors, 
officers and employees subject to regulatory approval in line with the Bank’s desire to be at par with its competitor in terms of 
providing incentives.  

 

Director’s Name  
Number of Direct 

Option/Rights/ 
Warrants 

Number of Indirect 
Option/Rights/ 

Warrants 

Number of Equivalent 
Shares 

Total % from Capital Stock 

Not Applicable     

 
(b) Amendments of Incentive Programs 

 
Indicate any amendments and discontinuation of any incentive programs introduced, including the criteria used in the 
creation of the program. Disclose whether these are subject to approval during the Annual Stockholders’ Meeting:    
 
None 
 

Incentive Program  Amendments  Date of  Stockholders’ Approval 

Not Applicable   

 
5) Remuneration of Management 
 

Identify the five (5) members of management who are not at the same time executive directors and indicate the total 
remuneration received during the financial year:   

Name of Officer/Position Total Remuneration 

Luis Eriberto S. Elizaga., EVP (September –December 2015) P31.1MM 

Victor Q. Kim, EVP (January – December 2015) 

Arlene M. Datu, SVP (January – December 2015) 

Helen S. Oleta SVP & Treasurer (January – October 2015) 

Teresita R. Dean, SVP  (January – November 2015 ) 

 
E. BOARD COMMITTEES 

 
1) Number of Members, Functions and Responsibilities 

 
Provide details on the number of members of each committee, its functions, key responsibilities and the power/authority 
delegated to it by the Board:   
 

Commi
ttee 

No. of Members 
Commi

ttee 
Charter 

Functions Key Responsibilities Power 
Exec
utive 
Direc

Non-
execut

ive 

Ind
epe
nde
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tor 
(ED) 

Direct
or 

(NED) 

nt 
Dire
ctor 
(ID) 

Execu 
tive 

1 6 0 Yes / 
By 
Laws 

The Executive Committee 
shall have and exercise all 
the powers and authority 
of the Board, within the 
limits set forth, in 
overseeing bank operations 
in between monthly 
meetings of the entire 
Board. The Executive 
Committee shall focus in 
providing business 
development and financial 
policy directions 

• Review of corporate 
financial status, 
policies and 
procedures and the 
approval/ 
recommendation for 
revisions thereto, 
including periodic 
registration and 
disclosure statements, 
publications.     

• Review of specific 
business or operating 
plans (e.g. CAPEX, 
OPEX,) regarding 
significant 
investments, 
acquisition or disposal 
of assets. 

• Authorization or 
approval, subject to 
limits imposed by the 
Board, to invest in or 
acquire another 
company, extend loans 
to corporations or 
individuals, enter or 
terminate partnership, 
joint venture or any 
other business dealing, 
sell or dispose acquired 
and/or fixed bank 
properties. 

• Evaluation and 
recommendation to 
the Board of policies 
and/or actions where 
the amount involved 
exceeded the limit 
imposed. 

• Approval of any and all 
major policy and 
strategic actions to be 
undertaken by 
management beyond 
the authorities 
established for 
management. 

• Such other functions 
that may be delegated 
by the Board to 
perform any and all 
functions including 
approval of credits and 
setting of 
authorization limits 
thereof. 

The Executive 
Committee shall have 
the power to exercise 
functions and 
prerogatives of the 
Board of Directors 
during intervals 
between meetings of 
said Board except as to 
such matters as the 
Board may have 
specifically reserved for 
itself by appropriate 
resolution. 
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Audit 0 1 2 yes The function of the 
Committee is oversight. 

The Committee assists 
the Board in fulfilling its 
oversight responsibilities 
with respect to internal 
controls including 
financial reporting 
control and information 
technology security, 
accounting policies, and 
auditing and financial 
reporting practices 

The Committee will 
have full access to the 
Bank’s books, records, 
facilities, and 
personnel. The 
Committee has the 
authority and available 
funding to perform or 
supervise special 
investigations, to 
engage outside experts, 
including legal and 
accounting experts, and 
to incur administrative 
expenses in connection 
with fulfilling its 
obligations. The 
Committee will have 
the sole authority to 
approve fees and 
related terms of 
engagements for 
outside experts. 

Nomi 
nation 

0 2 2 yes Falls under the purview of 
the Bank’s Governance 
Committee. 
 
The Nomination Sub-
Committee is tasked to 
assist the Board of 
Directors in defining and 
assessing Board 
membership criteria and in 
ensuring that a process 
that identifies and develops 
highly qualified individuals 
to take on key board 
committee positions when 
vacancies occur is in place. 

The Sub-Committee is in 
charge of reviewing and 
recommending to the 
Board who of the 
directors should be 
assigned to what 
committee. The Sub-
Committee also oversees 
the selection and 
appointment of key 
senior management 
officers, from the level of 
Senior Vice Presidents 
(SVP) and up as required 
by the Manual of 
Regulation. 
The Sub-Committee shall 
meet at least twice a 
year or as often as 
necessary or whenever a 
key vacancy occurs. 
The Sub-Committee shall 
prepare/ distribute 
minutes and make other 
regular reports to its 
mother committee which 
in turn shall prepare 
consolidated reports to 
the Board.  
Annually, it shall review 
and assess the adequacy 
of its Charter and its 
overall performance 
then recommend 
changes for the approval 
of the Board when and 
where necessary. 

The Sub-Committee 
oversees the selection 
and appointment of key 
senior management 
officers, from the level 
of Senior Vice 
Presidents (SVP) and up 
as required by the 
Manual of Regulation. 
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Remu
nera 
tion 

0 2 2 yes Falls under the purview of 
the Bank’s Governance 
Committee. 
 
The Compensation and 
remuneration Sub-
Committee is tasked to 
assist the Board of 
Directors by recommending 
an overseeing the 
implementation of a 
program of salaries and 
benefits for directors and 
senior management that 
would attract the best 
talents to help the bank 
accomplish its objectives. 

By periodically 
benchmarking with 
practices/offers of other 
leading financial 
institutions, the sub-
committee shall monitor 
adequacy, effectiveness 
and consistency of 
compensation program 
vis-à-vis corporate 
philosophy and strategy.  
 
 
 

The Sub-Committee 
oversees the selection 
and appointment of key 
senior management 
officers, from the level 
of Senior Vice 
Presidents (SVP) and up 
as required by the 
Manual of Regulation. 
 
 

Others 
– 
Gover
nance 
Comm
ittee 

0 2 2 yes  Assist the Board 
of Directors in fulfilling its 
corporate governance 
responsibilities.   

 Review and 
evaluate the 
qualifications of all 
persons nominated to the 
board as well as those 
nominated to other 
positions requiring 
appointment by the 
board of directors. 

 Assists the Board 
of Directors in its 
oversight of the Bank's 
compliance with legal 
and regulatory 
requirements, the Bank's 
Compliance Function and 
the performance of the 
Chief Compliance Officer 
and the Compliance 
Group.  

 

 Responsible for 
ensuring the Board’s 
effectiveness and due 
observance of 
Corporate Governance 
principles and 
guidelines. 

 Oversee the periodic 
performance 
evaluation of the 
Board and its 
committees and 
executive 
management; and 
shall also conduct an 
annual self-evaluation 
of its performance. 

 Decide whether or not 
a director is able to 
and has been 
adequately carrying 
out his/her duties as 
director bearing in 
mind the director’s 
contribution and 
performance (e.g. 
competence, candor, 
attendance, 
preparedness and 
participation).  

 Make 
recommendations to 
the Board regarding 
the continuing 
education of Directors, 
assignment to Board 
Committees, 
succession plan for the 
Board Members and 
Senior Officers, and 
their remuneration 
commensurate with 
corporate and 

The Committee oversee 
the overall Bank’s 
corporate governance.  
 
The following sub-
committees fall under 
the purview of the 
Governance 
Committee: 
 

 Nomination Sub-
committee 

 Compensation and 
Remuneration Sub-
Committee 

 Performance 
Evaluation Sub-
Committee 
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individual 
performance. 

 Decide the manner by 
which the Board’s 
performance may be 
evaluated and propose 
and objective 
performance criteria 
approved by the 
Board.  Such 
performance indicators 
shall address how the 
Board has enhanced 
long term 
shareholders’ value. 

 Develop and 
recommend 
amendments to the 
Articles of 
Incorporation and By-
Laws as well as the set 
of guiding corporate 
governance principles, 
policies and best 
practices 

Others
-  Risk  
Over 
sight 

1 3 2 Yes Risk Oversight Committee 
has been established by the 
Board of Directors to assist 
it in the effective discharge 
of its function in overseeing 
the risk management 
program of the Bank, its 
subsidiaries and its trust 
unit. It is a critical 
component for the safe and 
sound operation of the Ban 
k and a key element in 
achieving PBCom's goals 
and objectives, optimizing 
growth and capital while 
minimizing losses to the 
Bank. 

 Review and 
recommend for 
approval by the BOD 
PBCom’s written risk 
management program 
to identify, measure, 
monitor and control 
the following risks: 
-Credit 
-Market 
-Interest Rate 
-Liquidity 
-Operational 
-Compliance 
-Strategic 
-Reputation 

 

 Review reports on risk 
exposures, recommend 
necessary actions and 
communicate risk 
management plan to 
concerned 
segment/group to 
address or reduce the 
risks. 

 Report to the BOD 
significant matters 
concerning risk 
exposures of the Bank 
including any BSP 
examination findings 
on unsafe and unsound 
banking practices and 
actions taken to 

The Risk Oversight 
Committee was 
established by the 
Board of Directors to 
approve and oversee 
the processes used to 
identify, evaluate and 
manage risk across the 
Bank for all categories 
of Risk. 
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manage those risks. 

 Recommend a system 
of risk limits and 
authorities for 
approval by the BOD 
and any necessary 
changes to these limits 
and authorities. 

 Establish a monitoring 
system to ensure that 
limits set are observed 
and that immediate 
corrective actions are 
taken whenever limits 
are breached. 

 Evaluate the 
magnitude, direction 
and distribution of risk 
across the Bank and its 
subsidiary. 

 Ensure that business 
units provide for 
ongoing review and 
validation of the 
adequacy and 
soundness of risk 
management policies 
and practices. 

 Create and promote a 
risk culture that 
requires and 
encourages the highest 
standards of ethical 
behavior by risk 
managers and risk-
taking personnel. 

   
2) Committee Members 
 

(a) Executive Committee   
 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of Service 
in the Committee 

Chairman Lucio L. Co 9/29/14 40 33 82.50 1 yr., 3 mos. 

Member (NED) Eric O. Recto (Vice Chairman) 7/26/11 40 31 77.50 4 yrs &5 mos. 

Member (NED) Leonardo B. Dayao (Vice Chairman) 11/17/2014 40 31 77.50 1 yr., 1  mo. 

Member (ED) Patricia May T. Siy 5/27/15 28 28 100 7 mos 

Member (NED) Ralph C. Nubla, Jr. 4/7/14 40 30 75 1 yr. 8 mos. 

Member (NED) Bunsit Carlos G. Chung 4/7/14 40 38 95 1 yr., 8 mos. 

Member (ED) Carmen G. Huang 4/29/15 31 29 93.55 8 mos. 

Member (NED) Nina D. Aguas * 09/26/12 4 3 75 2 yrs., 5 mos. 

Member (NED) Henry Y. Uy ** 04/7/14 12 12 100 1 yr., 1 mo 
*Resigned March 1, 2015 
**Resigned June 1, 2015 
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(b) Audit Committee   

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of 

Service in the 
Committee 

Member (ID) Emmanuel Y. Mendoza 12/19/2014 13 13 100 2yrs 

Member (ID) Levi B. Labra 10/24/2014 13 11 85 2 yrs & 2mos 

Member (NED) Bunsit Carlos G. Chung 07/26/2011 13 10 77 5yrs & 5mos 

Member (NED) Henry Y. Uy * 09/26/12 2 1 50 2 yrs & 8 mos 
*Resigned June 1, 2015 
 

Disclose the profile or qualifications of the Audit Committee members.  
 
Emmanuel Y. Mendoza 
He was elected Independent Director on December 19, 2014. He is the Managing Partner of Mendoza, Querido and Co. Mr. 
Mendoza started his career and spent 10 years with the Financial Services Group of the leading accounting firm in the 
Philippines, SyCip Gorres Velayo & Co. He was the Deputy Managing Partner of a local accounting firm and headed the 
Business Consulting and Tax Group for three years. He was also directly involved in banking operations, as First Vice President 
and Financial Controller of Global Business Bank. Mr. Mendoza also served as Global Business Bank’s Deputy Compliance 
Officer and Liaison Officer with the Bangko Sentral ng Pilipinas and was a member of the Bank’s Asset Liability Committee and 
the Operations and Compliance Committee.  
 
Mr. Mendoza is a graduate of Bachelor in Business Administration in Accountancy from the University of the Philippines and 
took his Master in Management from the Asian Institute of Management. He is a Certified Public Accountant and is a member 
of the Philippine Institute of Certified Public Accountants (PICPA) and the Association of Certified Public Accountants in Public 
Practice (ACPAPP). He is also a member of the Bank Institute of the Philippines.  

 
Levi B. Labra  
He was elected Independent Director on October 24, 2014. Mr. Labra is a Director of Cosco Capital, Inc.. He was the former 
Director for Customer Business Development for the Asia Pacific Region of Procter and Gamble Distributions, Inc. He was with P 
& G for 35 years and involved himself in sales management, distributor operations, logistics, forecasting, among others. He is a 
graduate of San Carlos University with a Bachelor of Science in Business Administration.  

 
 Bunsit Carlos G. Chung 

He was elected Director on June 17, 1997. He is President of Supima Holdings, Inc., and Director of Hambrecht & QUIST (Phils.), 
La Suerte Cigar & Cigarette Factory, Century Container Corporation, Bicutan Container Corporation, Tosen Foods Corporation 
and PBCom Finance Corporation. He is also a member of the Board of Trustees of Xavier School Inc., Mother Ignacia National 
Social Apostolate Center, Seng Guan Temple and Kim Siu Ching Family Association. Mr. Chung has a degree in Economics from 
De La Salle University as well as an MBA from the University of Southern California  
 
Describe the Audit Committee’s responsibility relative to the external auditor.   
1. The Committee has direct responsibility to select and appoint the external auditors. Annually, the Committee will 

recommend that the Board request shareholder ratification of the appointment of the external auditors. The external 
auditors are to report to the Committee. The Committee also has the responsibility to evaluate and, when appropriate, to 
remove the external auditors. If the external auditor resigns or communicates an intention to resign, the Audit Committee 
should follow up on the reasons/explanations giving rise to such resignation and consider whether it needs to take any 
action in response to those reasons. The Committee is responsible for setting the compensation of the external auditors, 
and the Committee shall periodically review the fees charged by the external auditors for all audit services and permitted 
audit-related, tax and other services.   

 
2. The Committee shall appoint, dismiss and re-appoint external auditors based on fair and transparent criteria such as:  

a. core values, culture and high regard for excellence in audit quality,  
b. technical competence and expertise of auditing staff,  
c. independence,  
d. effectiveness of the audit process, and  
e. reliability and relevance of the external auditor’s reports. 

 
3. The Committee will ensure that the internal and external auditors act independently from each other and that both 

auditors are given unrestricted access to all records, properties and personnel to enable them to perform their respective 
audit functions. 

 



37 

 

4. The Committee shall regularly review and monitor the external auditor’s technical competence, independence, objectivity 
and overall effectiveness of the external audit process. The Committee is responsible for oversight of the external auditors’ 
work as it pertains to the audit of the Bank’s financial statements and related disclosures, control evaluations and other 
audit or attest services. The Committee will discuss with the external auditors the overall scope and plans for their audit, 
including the adequacy of staffing and it will continually engage the external auditor on matters concerning audit quality. 
The external auditors will also report to the Committee on the results of the audit, and the Committee will discuss any 
management or internal control letter issued or proposed to be issued by the external auditors. The Committee shall 
establish a system that addresses, in a timely and effective manner any findings of fraud or error on the financial 
statements.  
 

5. In assessing the effectiveness of the external auditor’s work, the Audit Committee should closely coordinate with the 
external auditor during all phases of the external audit engagement, as follows: 
a. It should discuss and agree to the terms of the engagement letter issued by the external auditor prior to the approval 

of the engagement. Where relevant, the engagement letter should reflect changes in circumstances relevant to the 
external audit; 

b. It should obtain an understanding of the scope and audit approach which shall be adopted by the external auditor for 
purposes of meeting the Bank’s financial reporting requirements; 

c. It should ascertain and take steps to address the major areas of concern identified by the external auditor during the 
course of its audit. These issues my cover significant accounting estimates, valuation methodologies and accounting 
policies adopted; 

d. It should review management representation letters before these are transmitted to the external auditor to ensure 
that items in the letter are complete and appropriate; 

e. It should assess the extent of cooperation provided by the Bank’s management during the conduct of the external 
audit; and 

f. It should understand and duly assess the external auditor’s opinion regarding the capability of Bank management 
and the adequacy of accounting/ information systems to comply with financial and prudential reporting 
responsibilities. 

 
6. The Committee will ensure proper coordination if more than one audit firm is involved in the activity to secure proper 

coverage and minimize duplication of efforts.  
 

7. The Committee will receive from the external auditors written disclosures about their independence and discuss with them 
any factors that might detract from their independence. Public accountants will not be independent if, at any point during 
the audit and professional engagement period, any audit partner earns or receives compensation based on that partner’s 
procuring engagements with the Bank to provide any services other than audit, review, or attest services. The lead and 
concurring partner must rotate after five years and be subject to a five-year “time-out” period after rotation. Audit 
partners, other than the lead and concurring partner, will be subject to rotation and time-out periods as prescribed by 
regulation.  

 
8. The Committee is responsible for the pre-approval of all audit and permitted non-audit services performed by the external 

auditors, and the Committee will not engage the external auditors to perform the specific non-audit services prescribed by 
law or regulation. The Committee may delegate authority for the pre-approval of all audit and non-audit services to a 
member of the Committee. All such approvals will be reported at the next subsequent Committee meeting. As an 
alternative to pre-approving each non-audit service, the Committee may establish and disclose policies and procedures for 
pre-approval, provided they are consistent with requirements of applicable laws and regulations. The Committee will 
review periodically the non-audit fees paid to the external auditor in relation to their significance to the total annual 
income of the external auditor and to the corporation’s overall consultancy expenses. 

 
9. The Committee will disallow any non-audit work that will conflict with his duties as an external auditor or may pose a 

threat to his independence. The non-audit work, if allowed, will be disclosed in the Bank’s annual report. 
 

10. The Committee will require the external auditors to certify annually that they are in compliance with all applicable legal and 
regulatory requirements including those addressing rotation of lead and concurring partners, provisions of prohibited 
services, document retention, and the submission of timely reports.  

 
11. The Committee will prohibit management from hiring as a manager overseeing financial reporting matters of the Bank, any 

person who was employed by the external auditors and was the lead partner, concurring partner, or any other member of 
the audit engagement team who provided more than ten hours of audit, review or attest services for the Bank within the 
one-year period preceding the commencement of the audit of the current year's financial statements.  
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12. The Committee will review with the external auditors any audit problems or difficulties and management’s response and 
will consider disagreements between management and the external auditors, if any arise, and oversee any process for 
resolution. 
 

13. In order to reinforce the Audit Committee’s effectiveness in performing its key role in strengthening corporate governance, 
the Audit Committee shall maintain effective communication channels with the external auditor through regular and 
structured dialogues in the course of the external audit. Such communications should focus on the key accounting or 
auditing issues that, in the external auditor’s judgment, give risk to a greater risk of material misstatement in the financial 
reports, as well as other external audit concerns of the Audit Committee. On a regular basis, meet separately with the 
external auditors to discuss any matters that the committee or auditors believe should be discussed privately. During 
regular meetings of the Audit Committee, matters that may be raised include audit findings that would impact on the 
Bank’s compliance with regulatory requirements, disclosures and other accounting concerns. 

 
(c) Nomination Committee      

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of 

Service in the 
Committee 

Member (NED) Eric O. Recto 7/26/11 12 9 75 4 yrs & 5 mos 
Member (NED) Ralph C. Nubla, Jr.* 7/26/11 4 4 100 3 yrs &9 mos 

Member (ID) David L. Balangue 05/26/14 12 11 92 1 yr & 7 mos. 
Chairman (ID) Roberto Z. Loraves 12/18/14 12 12 100 1 yr &1 mo. 
Member (NED) Leonardo B. Dayao 12/18/14 12 12 100 1 yr &1 mo. 

 *resigned April 2015 
 

(d) Remuneration Committee      

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of 

Service in the 
Committee 

Member (NED) Eric O. Recto 7/26/11 12 9 75 4 yrs & 5 mos 
Member (NED) Ralph C. Nubla, Jr.* 7/26/11 4 4 100 3 yrs &9 mos 

Member (ID) David L. Balangue 05/26/14 12 11 92 1 yr & 7 mos. 
Chairman (ID) Roberto Z. Loraves 12/18/14 12 12 100 1 yr &1 mo. 
Member (NED) Leonardo B. Dayao 12/18/14 12 12 100 1 yr &1 mo. 

 *resigned April 2015 
 

(e) Others (Specify)    
 
Provide the same information on all other committees constituted by the Board of Directors:     
 
1) Governance Committee  

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of 

Service in the 
Committee 

Member (NED) Eric O. Recto 7/26/11 12 9 75 4 yrs & 5 mos 
Member (NED) Ralph C. Nubla, Jr.* 7/26/11 4 4 100 3 yrs &9 mos 

Member (ID) David L. Balangue 05/26/14 12 11 92 1 yr & 7 mos. 
Chairman (ID) Roberto Z. Loraves 12/18/14 12 12 100 1 yr &1 mo. 
Member (NED) Leonardo B. Dayao 12/18/14 12 12 100 1 yr &1 mo. 

 *resigned April 2015 
 

2) Risk Oversight Committee 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of 

Service in the 
Committee 

Chairman (ID) David L. Balangue 4/7/14 13 13 100 1 yr & 8 mos. 

Member (ID) Jesus S. Jalandoni Jr. 4/7/14 13 9 69 1 yr & 8 mos. 

Member (ED) Nina D. Aguas* 6/23/13 2 2 100 1 yr & 10 mos.. 

Member (NED) Ralph C. Nubla, Jr.** 8/23/10 6 6 100 4 yrs. & 7 mos. 

Member (NED) Henry Y. Uy ** 6/23/13 6 5 83 2 yrs. 
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Member (NED) Bunsit Carlos G. Chung 6/9/2015 7 6 86 7 mos.  

Member (ED) Patricia May T. Siy 6/9/2015 7 7 100 7 mos. 

*Resigned March 2015 
**Resigned June 2015 
 

3) Changes in Committee Members 
 

Indicate any changes in committee membership that occurred during the year and the reason for the changes:     
Name of Committee Name Reason 

Governance Committee -
Nomination/Renumeration 

Ralph C. Nubla, Jr Resignation – April 2015 

Risk Oversight Committee Dir. Patricia May T. Siy and Dir. 
Bunsit Carlos G. Chung replaced 
Dir. Nina D. Aguas, Dir. Ralph C. 
Nubla Jr. and Dir. Henry Y. Uy. 

At the Organizational Meeting of the Board of Directors of 
the Company held immediately after the Annual Meeting of 
Stockholders on June 9, 2015, Dir. David L. Balangue was re-
elected Chairman whereas Dir. Jesus Y. Jalandoni Jr., Dir. 
Patricia May T. Siy and Dir. Bunsit Carlos G. Chung were 
elected members of the Risk Oversight Committee (ROC).  
 
Dir. Nina D. Aguas resigned from the Bank on March 1, 
2015 to focus on other professional commitments. 

 
4) Work Done and Issues Addressed 

 
Describe the work done by each committee and the significant issues addressed during the year.   

Name  of 
Committee 

Work Done Issues Addressed 

Executive The Executive Committee shall have and exercise all the 
powers and authority of the Board, within the limits set 
forth, in overseeing bank operations in between 
monthly meetings of the entire Board. The Executive 
Committee shall focus in providing business 
development and financial policy directions. It includes: 

 Review of corporate financial status, policies and 
procedures and the approval/ recommendation for 
revisions thereto, including periodic registration and 
disclosure statements, publications.     

 Review of specific business or operating plans (e.g. 
CAPEX, OPEX,) regarding significant investments, 
acquisition or disposal of assets. 

 Authorization or approval, subject to limits imposed 
by the Board, extend loans to corporations or 
individuals, enter or terminate partnership, joint 
venture or any other business dealing, sell or dispose 
acquired and/or fixed bank properties. 

 Evaluation and recommendation to the Board of 
policies and/or actions where the amount involved 
exceeded the limit imposed. 

 Approval of any and all major policy and strategic 
actions to be undertaken by management beyond the 
authorities established for management. 

 Approval of credits and setting of authorization limits 
thereof. 

Business development & financial policy 
directions 

Audit 
Audit 

 Reviewed and approved the 2014 Audit Plan & 
Budget and related status updates. 

 Approved Audit Policy, Audit Charter and Core Audit 
Manual updates 

 Assessed 2014 Audit Performance 

Oversight over the Audit Function 

 Reviewed and approved updates to the Audit 
Committee Charter 

Regulatory and/or leading practices 
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 Reviewed the 2014 Audited Financial Statements 

 Reviewed the ongoing audit of the 2015 Financial 
Statements 

 Performed 2014 Self-Assessment 

 Reviewed the 2014 BSP Final Report of Examination 

 Various instructions and directives These relate to risk management, policy, 
training, business continuity & disaster recovery, 
human resource, process improvement, 
accounting & reconciliation, legal, taxes, 
regulatory, compliance, financial reporting, 
operational, security and business issues. 

 Reviewed Credit Review, Business Center, Head Office 
and Information Systems audit reports and the results 
of special investigations/incident reports (if any) 

Operational and ethical 

 Reviewed outstanding internal audit issues, 
comparative audit ratings, ratings profiles and 
common risk issues 

Risk management and operational 

 Reviewed and approved the 2015 Audit Plan & 
Budget and related status updates. 

 Approved Audit Policy, Audit Charter and Core Audit 
Manual updates 

 Assessed 2014 Audit Performance 

Oversight over the Audit Function 

Nomination  Review of qualifications & confirmation of 
appointment and promotions of senior officers 

Qualifications/disqualifications of senior officers  

Remuneration  Review of qualifications & confirmation of 
appointment of senior officers 

Qualifications/disqualifications of senior officers  

Risk Oversight •Review the Bank’s Risk Management Structure 
•Oversee and confirm significant activities of the 
Enterprise Risk Management/ICAAP Group 
•Review and Update of Policies and Procedures 
•Analysis and confirmation of results of reviews or 
assessments made by RMG and other units 
 

 Commented and approved the amendments 
made in  
1.Credit Policy No. 45 wherein the Loan-to-
Value (LTV) criteria of 
real-estate loans intended for residential 
dwelling was changed from 80% to 60%. The 
LTV of real-estate loans for the acquisition of 
vacant lots, either for residential or investment 
purposes, was likewise changed from 70% to 
50%. Changes in the policy were effected to 
comply with the provisions in BSP circular No. 
855, Guidelines on Sound Credit Risk 
Management Practices 
2. CP No. 02 – Credit Approval Process 
whereby revisions include deletion of 
proposing authority of resigned officers and 
delegation of proposing limits for newly 
appointed GM’s. 
3.CP No. 6B – Internal Credit Risk Rating 
System clarifying the conduct of consolidated 
rating for group accounts and inclusion of FX 
lines in the Facility Risk Factor (FRF) points.  
4. CP No. 09 – Documentation General 
Guidelines, updating the approval 
requirements for full or temporary release of 
collateral. 

 Evaluated, commented and noted the Stress 
Test results of Trust and Wealth Management 
Group portfolio as of end-December 2014.. 

 Evaluated, commented and noted the 
periodic/quarterly report on Profile of 
Complaints   

 Evaluated, commented and noted the updates 
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on pending issues on the T24 core banking 
migration. 

 Evaluated, commented and approved the 2015 
ICAAP methodologies and parameters to be 
used in assessing and quantifying internal 
capital requirements to cover risks under BSP 
Cir 639 and the assumptions to be used for the 
2015 Integrated Bank wide Stress Testing 
program of the Bank. 

 Evaluated, commented and approved the  
revisions to approving authorities and 
approval limits for settlement of transactions 
via the eClear System-Philippine Domestic 
Dollar Transfer System – Payment vs. Payment 
System or eCS PDDTS – PvP System Risk. 

 Evaluated, commented and approved the 
contents of part 1 of 2 of the 2015 ICAAP 
document. 

 Evaluated, commented and endorsed for 
approval of the Board the 2015 ICAAP: 
1. Holistic Risk Appetite level. 
2. PBCOM Risk Appetite Statement 
3. Market Risk Limits 
4. Eight components of the Bank’s  Holistic 

Risk Appetite 

 Evaluated, commented & upheld the periodic 
credit risk management assessment reports.   

 Evaluated, commented & upheld the periodic 
Trust Risk assessment/Dashboard report.   

 Evaluated, commented & upheld the periodic 
reports on Internal Operational Loss Database.   

 Evaluated, commented & upheld the periodic 
Information System Risk 
assessment/Dashboard reports. 

 Evaluated, commented & upheld the periodic 
Market Risk assessment reports. 

 Evaluated, commented & upheld the periodic 
reports of the Bank’s Legal Cases Profile.   

 Evaluated, commented & upheld the ATM Unit 
update in line with the BSP proposed specific 
controls to mitigate exposure from ATM 
skimming attacks (as indicated in BSP 
Memorandum No. M-2014-040).   

 Evaluated, commented & noted the periodic 
status updates on outstanding issues on the 
core banking system (T24) migration.   

 Evaluated, commented and approved the 
policy on classification and provisioning of 
Consumer Loans.   

 Evaluated, commented & upheld the results of 
impairment testing of the Bank’s Unquoted 
Debt Securities Classified as Loans.   

 Evaluated, commented & noted the 
presentation of the Moody’s Credit Rating 
System.   

 Evaluated, commented & upheld the periodic 
reports of the Bank’s Profile of Complaints.   

 Evaluated, commented and approved the 
policy on approval matrix on fraud related 
losses. 
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 Evaluated, commented and approved the 
updated Operations Committee (OPCOM) 
Charter and Policies & Procedures Manual.   

 Evaluated, commented and approved the 
policy on Approving Authorities and Approval 
Limits for Treasury Operations and Cash 
Management 37 Services. 

 Evaluated, commented & upheld the minutes 
of the ICAAP Steering Committee Reports.   

 Evaluated, commented & upheld the periodic 
Liquidity Risk assessment reports. 

 Evaluated, commented & noted the CFO’s 
presentation on the Financial Asset 
Classification and highlights of the Business 
Model under PFRS 9.   

 Approved the timeline for the regularization of 
risk related policies based on the 
recommended priority level. 

 Evaluated, commented and approved the 
amendments to the Risk Management 
Guidelines for Trust and Other Fiduciary 
Business and Investment Management 
Activities 

 Evaluated, commented and approved the 
alignment of credit limits of the Enterprise 
Banking Group (EBG) head and division/region 
heads with their counterparts in Credit 
Management Group (CMG), the adjustments 
in the proposing and approving limits of 
ranking officers, updating of designations to 
align with the existing Table of Organization, 
and revisions on various provisions in the 
policy on Commercial Lending.   

 Evaluated, commented & noted the Chief 
Information Security Officer’s report on the 
result of the external vulnerability assessment 
and the new guidelines on data classification 
and handling. 

 Evaluated, commented & upheld the periodic 
ICAAP monitoring reports. 

 Evaluated, commented & upheld the periodic 
ICAAP monitoring reports on the Eight (8) 
Components of the Holistic Risk Appetite.   

 Evaluated, commented & upheld the periodic 
Loan impairment assessment report.   

 Evaluated, commented & upheld the periodic 
Stress-Test result of Trust and Wealth 
Management portfolio.  

 Evaluated, commented and approved the 
policy revisions to the Liquidity Risk 
Management Process.   

 Evaluated, commented and approved the 
policy revisions to the Liquidity Gap report 
cash flow assumptions.39   

 Evaluated, commented & noted the periodic 
reports on results of the Uniform Stress 
Testing for Credit and Market Risks 

 Evaluated, commented and approved revisions 
made to the existing Liquidity Contingency 
Funding Plan (LCFP). 
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 Evaluated, commented and approved the 
proposed 2015 Liquidity Risk Limits. 

 Evaluated, commented and approved the 
revisions to the Operational Losses and Key 
Risk Indicators Report (OLKRIR) which include 
the definition of thresholds, general and 
specific KRIs; establish the Red-Amber-Green 
(RAG) ratings as basis for escalation triggers 
and management action; and adopt the 
Corrective Action Plan (CAP) template as 
tracking tool for actionable items.  

  Evaluated, commented and approved the 
amendments to the Risk and Control Self-
Assessment (RCSA) Guidelines covering the 
Risk Dictionary and severity rating specific to 
the Financial Impact of Operational Losses.   

 Evaluated, commented and approved the 
RCSA control validation guidelines. 

 Commented and noted the progress update on 
the resolution of issues raised in the 2014 BSP 
Advance Findings of Enterprise Risk 
Management/lCAAP Group.   

 To reflect a more appropriate job title for the 
“risk specialist” function.   

 Evaluated, commented and approved the 
revised Information Security Group Key Risk 
Indicators.  

 Evaluated, commented and approved the 
Bank-wide Risk Profile.   

 Evaluated, commented and approved the 2014 
ICAAP Document.   

 Amendments to CP No. 45 Mortgage Loan 
Policy & CP No. 2 Credit Delegation 

 Amendments to CP No. 02 Credit Approval 
Process 

 Amendments to CP No. 6B Internal Credit Risk 
Rating System 

 CP No. 09 Documentation General Guidelines 

 Review of Methodologies & Parameters for 
Internal Capital Risk Assessment 

 Integrated Bankwide Stress Testing Review of 
Assumptions 

 Amendment to Credit Policy No. 02 (Credit 
Authorities, Deviation Approver, and Credit 
Delegation) 

 Amendment to Credit Policy No. 45 - Mortgage 
Loan-to-Value (LTV) 

 Amendment to Credit Policy No. 02 - Credit 
Approval Process 

 eCS PDDTS – PvP System Approving Authorities 
and Approval Limits 

 Review & Renewal of 2015 Market Risk Limits  

  PBCOM Risk Appetite Statement for 2015 

  Components of 2015 Risk Holistic Appetite 

  Amendment to CP No. 02 - Personal Loans 
Delegation 

 Operations Committee (OPCOM) Approved 
New Policies & Procedures (2nd Qtr - 4th Qtr 
2013)                     

a)Credit Risk Rating (Moodys)                                                                                                                                    
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bExpenseAccrual                                                                                                                                                                                
c)Purchasing Guidelines                                                                                                                                                                   
d)SupplierAccreditation                                                                                                                     
e)    Supplier Evaluation 

 
5) Committee Program 

 
Provide a list of programs that each committee plans to undertake to address relevant issues in the improvement or enforcement 
of effective governance for the coming year.  

Name  of Committee Planned Programs Issues to be Addressed 

Executive None None. 

Audit Quality Assurance and Improvement 
Program for 2017 

To validate the Audit Function’s effectiveness 
in evaluating the Bank’s governance, risk 
management and control processes. 

Nomination * Conduct evaluation of directors, board and 
board committees 

To align with best practice 

Remuneration * Review benefits and salary of officer To align with industry  

Risk Oversight Develop the appropriate tools, templates and 
guidelines in implementing on enhanced ERM 
process 

Enterprise Risk Management (ERM) 

*Nomination and Remuneration is a sub-committee of the Governance Committee 

 
F. RISK MANAGEMENT SYSTEM 
  
1) Disclose the following: 

 
(a) Overall risk management philosophy of the company;  

PBCom recognizes that enterprise risk management is fundamental for its safe and sound operation and sustainable growth. It 
ensures business success through balanced risk and reward, operational excellence and conformance to the highest ethical 
standards and regulatory requirements.  
 
Enterprise Risk Management in the bank is aligned to its business objectives and strategies. It operates at all levels and in all 
units of the bank that continually manage risk in an environment fostered by an appropriate governance structure, a strong 
“control culture” and a proactive process of identification, understanding, assessment and mitigation of all its material risks. 
 

(b) A statement that the directors have reviewed the effectiveness of the risk management system and commenting on the 
adequacy thereof;   
 
Overseeing the bankwide implementation of the risk management process and ensuring compliance with defined risk 
parameters is the Risk Oversight Committee (ROC). It is composed of members of the Board of Directors who possess adequate 
knowledge of the Bank’s risk exposures. Directly reporting to the ROC is the Enterprise Risk Management Group (ERMG), a 43 
distinct and independent unit in the bank whose responsibility is to enable the risk management process in the areas of 
Treasury, Credit, Operations, Trust and Information Security, and to develop and continually update the bank’s risk 
management system.  
 
The PBCOM Risk Oversight Committee charter mandates the review and revision of the risk management plan as needed to 
ensure its continued relevance, comprehensiveness and effectiveness. The charter also requires the ROC to assess the 
performance of the Chief Risk Officer (CRO) and the Enterprise Risk Management Group on an annual Basis.  
 
ERMG received a composite rating of “Strong” in the latest (2015) Risk Oversight Committee assessment of ERMG’s oversight 
of the management of risks inherent in the Bank’s activities. A rating of “Strong” signifies that ERMG’s mandate, organization 
structure, resources, methodologies and practices meet or exceed what is considered necessary, given the nature, scope, 
complexity and risk profile of the Bank and that it has consistently demonstrated highly effective performance, superior to 
generally accepted risk management practices 
 

(c) Period covered by the review; 2015 
 

(d) How often the risk management system is reviewed and the directors’ criteria for assessing its effectiveness; and    
 
The PBCOM Risk Oversight Committee charter mandates the review and revision of the risk management plan as needed to 
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ensure its continued relevance, comprehensiveness and effectiveness. The charter also requires the ROC to assess the 
performance of the Chief Risk Officer (CRO) and the Risk Management Group on an annual basis.  
 
PBCOM’s Risk Management Function Assessment Survey is an annual evaluation made by the members of the Risk Oversight 
Committee (ROC) to assess the effectiveness with which the Enterprise Risk Management Group (ERMG) demonstrates its 
ability to support the Bank’s risk mission of developing risk awareness and a risk/return consciousness in order to protect 
deposits, preserve capital and ensure adequate return on capital. The ROC rates the Group in the areas of carrying out its 
mandate, its organizational structure, resources, methodologies and practices; and the manner of reporting its assessments 
and recommendations. 
 

(e) Where no review was conducted during the year, an explanation why not.  Not applicable 
 

2) Risk Policy 
 

(a) Company 
 
Give a general description of the company’s risk management policy, setting out and assessing the risk/s covered by the 
system (ranked according to priority), along with the objective behind the policy for each kind of risk:  
 
Risk Assessment and Prioritization Policy 
All units across the Bank should account for, quantify and assess the risks it takes through a risk assessment process at least 
annually. Each division or segment of the Bank shall update its Risk Profile when an emerging risk surfaces in conjunction with 
their business planning process; when there are new products, services or processes; and if new or emerging risks are 
identified. Hence, everyone has a responsibility to continually apply the risk management process when making business 
decisions and when conducting day-to-day management of the business. 
 
Objectives 
The Risk Assessment and Prioritization Process aims to: 

 Ensure that risks are understood; 

 Ensure that each unit of the Bank fully identifies and effectively manages its risks that is consistent with the Banks’s risk 
appetite; 

 Have a complete list of assessed risks (i.e. risk universe) and related information and provide aid for informed decisions in 
strategic and operational objectives; 

 Provide a standard approach and risk assessment criteria across the Bank in identifying and measuring risks; 

 Monitor and review risk levels to ensure that risk exposure remain within an acceptable level. 
 

The process involves a series of ratings using a numeric system with qualitative equivalents after identifying the risk events. In 
summary, the rating process for each negative event entails: 

Risk Identification 1. Enumerating risk events and identifying their causes and consequences  

Inherent Risk Level 2. Rating its Probability  
3. Rating its Severity along its impact areas  
4. Using the highest severity impact rate as its Severity Rating  
5. Using the Probability and Severity ratings to get the Inherent Risk Level  
6. Identifying the qualitative value of the Inherent Risk Level and its matching 

quantitative value  

Existing control Level 7. Rating its Existing Control level  

Residual Risk Level 8. Using the Inherent Risk Level quantitative value and the Existing Control Level to 
get the Residual Risk  

9. Identifying the Residual Risk qualitative value  

 
Risk aggregation is a process of grouping correlated or similar identified negative events of all business units (i.e. an enterprise-
wide scale), in order to obtain the Top Key Residual Risks of the Bank.  It provides current risk information and an overall status 
of risks relevant to the management of the business, as of a certain cut-off date.  Risk Names with High or Moderate Residual 
Risks items shall comprise the Top Key Residual Risks of the Bank. 
 
The Top Key Residual Risks of the Bank are as follows: 

Risk Exposure Risk  Management Policy Objective 

Operational Risk on: 
Deficiencies in Policies & 
Procedures 

Action Plan 

 Policy updating & enforcement for both procedure and 
products 

Risk Treatment 
Risk Avoidance and Risk Reduction 
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 Operational incident escalation process  

 Regular refresher training 

 Document Service Level Agreement for interdependencies 
between units. 

 Reporting/Disclosure through: Incident Reports, Monthly 
report of units on losses and risk indicators; Internal Audit 
Reports 

Operational Risk on: 
Errors in Transaction 
Processing 

 Adherence to policies & procedures 

 Improve and standardize business processes including timely 
report generation 

 Communication of policy and process changes   

 Resolution of any reported system issues 

 Performance metrics for accuracy in processing   

 Enforce internal controls e.g. Maker-Checker 

 Training and refresher seminars 

 Reporting/Disclosure through: Incident Reports, Monthly 
report of units on losses and risk indicators; Internal Audit 
Reports 

Risk Reduction 

Operational Risk on: 
 Non-conformance to 
other external 
regulations or ethical 
standards 

 Monitor new circulars or regulations   

 Ensure dissemination of regulatory policies and procedures   

 Trainings to secure updates on recent developments in 
regulations   

 Reporting/Disclosure through: Incident Reports, Monthly 
report of units on losses and risk indicators; Internal Audit 
Reports 

Risk Reduction 

Operational Risk on: 
Potential losses from 
dependability or 
readiness of hardware, 
software or utilities to 
provide regular service or 
continuous operation in 
contingencies 

 

 Timely reporting of issues affective systems  Coordination 
between units on resolution of system issues  

 Upgrade or replacement of systems 

 Periodic system maintenance   

 Ensure presence of Business Continuity Plan (BCP)  

 Update BCP for e.g. emerging risks   

 Data back-up 

 Reporting/Disclosure through: Incident Reports, Monthly 
report of units on losses and risk indicators; Internal Audit 
Reports 

Risk Reduction 

Operational Risk on: 
Errors or deficiencies in 
processing of transactions 
on the validity, propriety 
or absence of 
authorizations 

 Improvement of Maker-Checker procedures  

  Monitor and regularize policy deviations 

   Embed controls in the system 

 Enhance or update system of limits and authorizations   

 Ensure compliance to existing procedures 

 Reporting/Disclosure through: Incident Reports, Monthly 
report of units on losses and risk indicators; Internal Audit 
Reports 

Risk Reduction 

 
(b) Group 

 
Give a general description of the Group’s risk management policy, setting out and assessing the risk/s covered by the system 
(ranked according to priority), along with the objective behind the policy for each kind of risk:        
 
None 
 

Risk Exposure Risk  Management Policy Objective 

   

 
(c) Minority Shareholders 

Indicate the principal risk of the exercise of controlling shareholders’ voting power.   
 
Because of the Financial Assistance Agreement, there is no risk that Minority Shareholders will not be represented in the Board 
of Directors. 
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Risk to Minority Shareholders 

 

 
3) Control System Set Up 
 

(a) Company  
 
Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the company:    

Risk exposure 
Risk Assessment 

(Monitoring and Measurement Process) 
Risk Management and Control 

(Structures, Procedures, Actions Taken) 

 
Operational Risk on: 
Deficiencies in Policies 
& Procedures  

 

 Residual Risk Rating through Inherent Risk 
Rating and Control Assessment  

 Reporting, recording and escalation through 
related Incident Reports, Loss Database, 
Operational Losses & Key Risk Indicators 
Report, and Reports on Crimes and Losses 

Action Plan 

 Policy updating & enforcement for both procedure 
and products 

 Operationalize incident escalation process   

 Regular refresher training 

 Document Service Level Agreements for 
interdependencies between units 

 Reporting/Disclosure through: Incident Reports, 
Monthly report of units on losses and risk 
indicators; Internal Audit Reports 

Operational Risk on: 
Errors in Transaction 
Processing 

 Residual Risk Rating through Inherent Risk 
Rating and Control Assessment  

 Reporting, recording and escalation through 
related Incident Reports, Loss Database, 
Operational Losses & Key Risk Indicators 
Report, and Reports on Crimes and Losses 

 Adherence to policies & procedures 

 Improve and standardize business processes 
including timely report generation 

 Communication of policy and process changes 

 Resolution of any reported system issue 

 Performance metrics for accuracy in processing 

 Enforce internal controls e.g. Maker-Checker 

  Training and refresher seminars 

 Reporting/Disclosure through: Incident Reports, 
Monthly report of units on losses and risk 
indicators; Internal Audit Reports 

Operational Risk on: 
Non-conformance to 
other external 
regulations or ethical 
standards  

 Residual Risk Rating through Inherent Risk 
Rating and Control Assessment  

 Reporting, recording and escalation through 
related Incident Reports, Loss Database, 
Operational Losses & Key Risk Indicators 
Report, and Reports on Crimes and Losses 

 Monitor new circulars or regulations   

 Ensure dissemination of regulatory policies and 
procedures  

 Trainings to secure updates on recent developments 
in regulations 

 Reporting/Disclosure through: Incident Reports, 
Monthly report of units on losses and risk 
indicators; Internal Audit Reports 

Operational Risk on: 
Potential losses from 
dependability or 
readiness of hardware, 
software or utilities to 
provide regular service 
or continuous 
operation in 
contingencies 

 

 Residual Risk Rating through Inherent Risk 
Rating and Control Assessment  

 Reporting, recording and escalation through 
related Incident Reports, Loss Database, 
Operational Losses & Key Risk Indicators 
Report, Technology Risk Indicators Report and 
Reports on Crimes and Losses 

 Timely reporting of issues affective systems 

 Coordination between units on resolution of system 
issues   

 Upgrade or replacement of systems 

 Periodic system maintenance 

 Ensure presence of Business Continuity Plan(BCP) 

 Update BCP for e.g. emerging risk 

 Data back-up 

 Reporting/Disclosure through: Incident Reports, 
Monthly report of units on losses and risk 
indicators; Internal Audit Reports 

Operational Risk on: 
Errors or deficiencies in 
processing of 
transactions on the 
validity, propriety or 
absence of 
authorizations 

 Residual Risk Rating through Inherent Risk 
Rating and Control Assessment  

 Reporting, recording and escalation through 
related Incident Reports, Loss Database, 
Operational Losses & Key Risk Indicators 
Report, and Reports on Crimes and Losses 

 Improvement of Maker-Checker procedures   

 Monitor and regularize policy deviations 

 Embed controls in the system 

 Enhance or update system of limits and 
authorizations   

 Ensure compliance to existing procedures 

 Reporting/Disclosure through: Incident Reports, 
Monthly report of units on losses and risk 
indicators; Internal Audit Reports 
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(b) Group 

 
Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the company:   
 
Not applicable 

Risk Exposure  
Risk Assessment 

(Monitoring and Measurement Process) 
Risk Management and Control 

(Structures, Procedures, Actions Taken) 

   

 
(c) Committee 

 
Identify the committee or any other body of corporate governance in charge of laying down and supervising these control 
mechanisms, and give details of its functions:   

 Committee/Unit Control Mechanism Details of its Functions 

Board of Directors Policy approval and 
accountability 

Accountable for all risk-taking within the Bank; Establish and 
maintain a sound risk management system through: 

 Policy Structure & Risk Management Framework 

 Setting Limits 

 Measuring Exposures 

 Decision-making 

 Implementation 

 Oversight  

Risk Oversight 
Committee 

Creation and oversight of 
corporate risk policy 

 Review and recommend for approval of the Board: 
• Corporate policies and guidelines for risk measurement, 

management and, accurate and timely reporting. 
• A system of risk limits 

 Evaluate risk magnitude, direction and distribution 

 Ensure that business units provide for ongoing review and 
validation of the adequacy and soundness of policies and practices. 

 Create and promote a risk culture 

Enterprise Risk Management 
Group 

Review risk management 
policy 

 Identify, analyze and measure risks  

 Recommend control policies and procedures 

 Establish standards to monitor and report compliance with limits. 

 Analyze exposures and recommend limits and enhancements to 
the risk limit structure to the Risk Oversight Committee. 

Operations Committee Policy-making and review 
for the Bank 

Standardize operating procedures: 

 Establish policies & procedures for uniform implementation 

 Review processes and identify areas for improvement 

 Require units to issue guidelines vis-à-vis their functions  

Trust Committee Policy-making and review 
for the Trust Group 

 The maintenance of necessary controls and measures to protect 
assets under his custody and held in trust or other fiduciary 
capacity  

Internal Audit Group Validation of controls 
 

 Periodic testing of adequacy and effectiveness of internal control 
system  

Compliance Group • Disseminate 
information on  
new/amended/revised 
circulars/laws/regulatio
ns from different 
regulatory agencies  to 
all staff/officers and 
directors  

• Review bank’s policy on 
Corporate Governance, 
Compliance and Anti-
Money Laundering  

 Identify, assess, monitor compliance risk 

 Identify at an early stage the risk associated with regulations which 
could harm the Bank’s reputation, to avert such risk as far as 
possible and to guarantee the Bank’s irreproachable  business 
conduct 

 Identify and mitigate business risks which may erode the franchise 
value of the  bank 

 Provides assistance and support for compliance activities 

 Report to senior management and the Board and/or Board 
Committees on any irregularities or breaches of laws, rules and 
standards 

 Oversee overall compliance to laws and regulations, corporate 
governance and anti-money-laundering of the Bank 

 Issue internal directives and ensure appropriate training of 
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employees in areas of Compliance, Corporate Governance and 
Anti-Money Laundering 

 Monitor developments for best practices in the banking industry 
and ensures that related Compliance Manual, Governance Manual 
and Money Laundering Prevention Program are updated 
accordingly 

 Conduct independent validation of compliance testing plan 

 
G. INTERNAL AUDIT AND CONTROL 
 
1) Internal Control System 

 
Disclose the following information pertaining to the internal control system of the company: 
 

(a) Explain how the internal control system is defined for the company;  
 
Management is charged with the responsibility for establishing a network of processes with the objective of controlling the 
operations of the Bank in a manner which provides the Board of Directors’ reasonable assurance regarding the achievement of 
objectives.  The Board approves the policy and likewise renders oversight on the effectiveness while management implements. 
 

(b) A statement that the directors have reviewed the effectiveness of the internal control system and whether they consider them 
effective and adequate;   

 
Such statement is found in the Bank’s 2015 Annual Reports wherein the Audit Committee assists the Board of Directors in 
fulfilling its statutory and fiduciary responsibilities with respect to internal control among others. 
 

(c) Period covered by the review;      
 
Annual. 
 

(d) How often internal controls are reviewed and the directors’ criteria for assessing the effectiveness of the internal control 
system; and   
1. Year-round. 

2. Criteria for assessing the effectiveness of the internal control system. 

 Data and information published either internally or externally is accurate, reliable, and timely. 

 The actions of Directors, Officers, and Employees are in compliance with the Bank’s policies, standards, plans and 
procedures, and all relevant laws and regulations. 

 The Bank’s resources (including its people, systems, data/information bases, and customer goodwill) are adequately 
protected. 

 Resources are acquired economically and employed profitably; quality business processes and continuous 
improvement are emphasized. 

 The Bank’s plans, programs, goals, and objectives are achieved. 
 

(e) Where no review was conducted during the year, an explanation why not.   
 
Not applicable. 

 
2) Internal Audit 

 
(a) Role, Scope and Internal Audit Function 

  
 Give a general description of the role, scope of internal audit work and other details of the internal audit function.   
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Role Scope 

Indicate 
whether In-

house or 
Outsource 

Internal 
Audit 

Function 

Name of Chief 
Internal 
Auditor/ 

Auditing Firm 

Reporting process 

Internal Audit is an 
independent appraisal 
function that examines and 
evaluates bank activities as a 
service to management and 
the Board of Directors.  The 
mission of Internal Audit is to 
support officers and staff of 
the bank in the effective 
discharge of their 
responsibilities.  To this end, 
Internal Audit will furnish 
them with analyses, 
recommendations, counsel 
and information concerning 
the activities examined. 

Internal 
Audit’s 
coverage and 
service 
extends to all 
Business and 
operating 
units of the 
bank as well 
as to its 
subsidiaries. 
 

In-house Jeruel N. 
Lobien, 
MBA, CPA, 
CIA, CFSA 

A written report is prepared and issued by the 
Chief Audit Executive following the conclusion 
of each audit engagement.  Copies of the 
reports are provided to appropriate parties.  
Concerned management receiving the report 
is responsible for ensuring that progress is 
made toward correcting any unsatisfactory 
conditions.  Internal Audit is responsible for 
determining whether the action taken is 
adequate to resolve the audit findings.  If the 
action is not adequate, Internal Audit will 
inform Bank Management of the potential 
risk and exposure in allowing the 
unsatisfactory condition to continue. 

  
(b) Do the appointment and/or removal of the Internal Auditor or the accounting /auditing firm or corporation to which the 

internal audit function is outsourced require the approval of the audit committee?    Yes 
 

(c) Discuss the internal auditor’s reporting relationship with the audit committee.  Does the internal auditor have direct and 
unfettered access to the board of directors and the audit committee and to all records, properties and personnel?   

 

 Reporting Relationship. The Internal Audit Group reports operationally to the Board’s Audit Committee with a dotted line 
reporting to the President and Chief Executive Officer for administrative matters.   

 Access. Yes. The Chief Audit Executive functionally reports directly to the Board’s Audit Committee. The Internal Audit 
Group has the authority to audit all parts of the Bank and shall have full and complete access to any of the organization’s 
records, physical properties, and personnel relevant to the performance of an audit. This authority is embodied in the 
Internal Audit Charter and the Bank’s By-Laws. 

 
(d) Resignation, Re-assignment and Reasons 
 

Disclose any resignation/s or re-assignment of the internal audit staff (including those employed by the third-party auditing 
firm) and the reason/s for them.   

Name of Audit Staff Reason 

Ma. Christina R. Leong Transferred to another institution 

Mary Grace Y. Uy Transferred to an accounting firm 

Veronica B. Tacderas Availed of early retirement program 

Carmelita E. Baltazar Transferred to another institution 

 
(e) Progress against Plans, Issues, Findings and Examination Trends 

 
State the internal audit’s progress against plans, significant issues, significant findings and examination trends.   

Progress Against 
Plans 

The 2015 Plan was substantially met. 

Issues6 
There were no “Issues” pertaining to compliance matters during audit engagements that arose from 
adopting different interpretations as defined under this report. 

Findings7 
“Findings” were mostly composed of non-conformances manifesting certain lapses that generally points 
to operations risk. 

Examination Trends The audits generally point toward an emphasis on branches audit given certain operational performance 

                                                 
6 “Issues” are compliance matters that arise from adopting different interpretations. 
7 “Findings” are those with concrete basis under the company’s policies and rules. 
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deterioration compared to 2014. As earlier discussed above, “findings” were mostly composed of non-
conformances manifesting certain lapses that generally points to operations risk. 

 
[The relationship among progress, plans, issues and findings should be viewed as an internal control review cycle which 
involves the following step-by-step activities:   

1) Preparation of an audit plan inclusive of a timeline and milestones;    
2) Conduct of examination based on the plan;   
3) Evaluation of the progress in the implementation of the plan;   
4) Documentation of issues and findings as a result of the examination;  
5) Determination of the pervasive issues and findings (“examination trends”) based on single year result and/or year-

to-year results;   
6) Conduct of the foregoing procedures on a regular basis.   

 
(f) Audit  Control Policies and Procedures 

 
Disclose all internal audit controls, policies and procedures that have been established by the company and the result of an 
assessment as to whether the established controls, policies and procedures have been implemented under the column 
“Implementation.”       

Policies & Procedures Implementation 

Annual Planning Implemented 

Deviations to the Annual Plan Implemented 

Annual Planning – Monitoring System Implemented 

Engagement Planning Implemented 

Performing and Supervising the Engagement Implemented 

Communicating the Results Implemented 

Monitoring Progress Implemented 

Monitoring Outstanding Audit Exceptions Implemented 

Management’s Acceptance of Risk Implemented 

Understanding Business Risks, Internal Controls, and Governance Processes Implemented 

Working Papers Implemented 

Audit Rating System Implemented 

Audit Time and Project Management Implemented 

Code of Conduct in Fieldwork Implemented 

Measuring the Effectiveness of the Audit Process Implemented 

Review of the Audit Group Implemented 

Quality Assurance and Improvement Program Defined.  

Control Objectives and Guidelines for IS Audit Implemented 

Audit’s Role in the System Development Lifecycle Implemented 

Personnel Implemented 

Training and Professional Development Implemented 

Performance Evaluation Implemented 

Audit’s Role in the Business Continuity Plan Defined and periodically tested. 

Audit’s Role after a Disaster Defined and periodically tested. 

 
(g) Mechanism and Safeguards  

 
State the mechanism established by the company to safeguard the independence of the auditors, financial analysts, 
investment banks and rating agencies (example, restrictions on trading in the company’s shares and imposition of internal 
approval procedures for these transactions, limitation on the non-audit services that an external auditor may provide to the 
company):     

Auditors  
(Internal and External) 

Financial 
Analysts 

Investment 
Banks 

Rating 
Agencies 

Internal Audit. The Audit Committee Charter provides that: 

 The Committee will ensure that the internal and external auditors act 
independently from each other and that both auditors are given unrestricted 
access to all records, properties and personnel to enable them to perform 
their respective audit functions. 

 The Committee will establish and identify the reporting line of the Chief 
Auditor to enable him to properly fulfill his duties and responsibilities. He 
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shall functionally report directly to the Committee. The Committee shall 
ensure that, in the performance of the work of the Chief Auditor, he shall be 
free from interference by outside parties. 

• The Committee will review recommendations of management with respect 
to the appointment, compensation, and replacement of the Chief Auditor 
prior to management’s taking actions to hire, set compensation or replace 
the Chief Auditor. 

External Audit. The Audit Committee Charter provides that: 
• The Committee has direct responsibility to select and appoint the external 

auditors… The Committee is responsible for setting the compensation of 
the external auditors, and the Committee shall periodically review the 
fees charged by the external auditors for all audit services and permitted 
audit-related, tax and other services.   

• The Committee shall appoint, dismiss and re-appoint external auditors 
based on fair and transparent criteria…  

• The Committee will ensure that the internal and external auditors act 
independently from each other... 

• The Committee will receive from the external auditors written disclosures 
about their independence and discuss with them any factors that might 
detract from their independence….  

• The Committee is responsible for the pre-approval of all audit and 
permitted non-audit services performed by the external auditors, and the 
Committee will not engage the external auditors to perform the specific 
non-audit services prescribed by law or regulation...  

• The Committee will disallow any non-audit work that will conflict with his 
duties as an external auditor or may pose a threat to his independence…  

• The Committee will prohibit management from hiring as a manager 
overseeing financial reporting matters of the Bank, any person who was 
employed by the external auditors and was the lead partner, concurring 
partner, or any other member of the audit engagement team who 
provided more than ten hours of audit, review or attest services for the 
Bank within the one-year period preceding the commencement of the 
audit of the current year's financial statements. 

   

 
(h) State the officers (preferably the Chairman and the CEO) who will have to attest to the company’s full compliance with 

the SEC Code of Corporate Governance. Such confirmation must state that all directors, officers and employees of the 
company have been given proper instruction on their respective duties as mandated by the Code and that internal 
mechanisms are in place to ensure that compliance.   
 
Chairman, President & CEO and Chief Compliance Officer 

 
H. ROLE OF STAKEHOLDERS 

 
1) Disclose the company’s policy and activities relative to the following:   

 
Policy Activities 

Customers' welfare  Employees must act fairly and in good faith towards 
clients while protecting the legitimate interest of the 
Bank. 

Training on Service Fundamentals scheduled 
beginning April 2014 for all employees of the 
Bank 

Supplier/contractor 
selection practice 

The bank has a Policy on Supplier/Vendor Accreditation 
and Evaluation.  Checklist of documents required for 
submission of prospective vendors/suppliers.  

 Site visit/inspection and evaluation is 
conducted to prospective Suppliers/Vendors. 
Checking /validation of documents 
submitted. Required to submit Non-
Disclosure Agreement (NDA) before 
participation in bidding activities. Required 
to post bonds related to our orders, Conduct 
Suppliers Forum/Briefing every year after the 
conduct of evaluation for issuance of 
Certificate of Accreditation. 

Environmentally 
friendly value-chain  

 none   
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Community 
interaction 

The Bank espouses being meaning and relevant to the 
communities where it is located and serves. The Bank 
also endeavors fulfill its corporate social responsibility by 
reaching communities in most need of help that the Bank 
can provide & sustain. 

Santa’s Coming to Town, Fundraising 
program was launched 16 November 2015. 
Proceeds were donated to Children’s Joy 
Foundation Inc. which aims to provide the 
underprivileged children in the Philippines 
with various services including medical, 
psychological and educational support and 
emergency assistance to harness their 
potentials that are necessary for nation 
building. 
 
In 2013, PBCOM activated `PBCom Moves’, 
in response to those affected by Typhoon 
Yolanda. Employees and the Corporation 
collaborated with Organizations on the 
Ground to deliver meaningful help to the 
Eastern Visayas communities 

Anti-corruption 
programmes and 
procedures?  

 Bank’s Code of Ethics states that Employees of PBCom 
should ensure that their interest do not conflict with the 
duties which they must perform for the Bank or the 
duties which the Bank performs for its clients.  
 
Employees should not transact business on behalf of the 
Bank, with organizations with which they are affiliated 
with and has direct or indirect financial interest including 
close friends or relatives. 
 
Employees shall also not be involved in the business of 
“lending and investing” as well as the buying and selling 
of foreign exchange. Such acts deprive the Bank of 
legitimate business and directly competing with the 
Bank’s business. 
 
Employees may not receive gifts, free travel, out-of-the-
ordinary entertainment, or anything else of value in 
exchange for a favorable decision on Bank-related 
matters.  

The Code of Ethics was updated, re-
circularized, and orientation programs for 
managers to cascade the latest provisions 
are scheduled 

Safeguarding 
creditors' rights  

 none   

 
2) Does the company have a separate corporate responsibility (CR) report/section or sustainability report/section?    

 
Yes. There is a section in the company’s website under Corporate Governance which talks about the Bank’s Corporate Social 
Responsibility  
  

3) Performance-enhancing mechanisms for employee participation. 
 

(a) What are the company’s policy for its employees’ safety, health, and welfare?   
 
The Bank maintains a healthcare plan under an HMO for every Bank employee and one nominated dependent. The plan 
provides out-patient and in-patient benefits in HMO accredited hospitals and clinic up to a maximum benefit limit of 
P200,000.00 per illness per year.   
 
The Bank also complies with Labor Code requirement of providing a medical clinic with part-time physician and full-time nurse 
for offices with 200 or more employees. The medical clinic maintains and updates the medical records of all Bank employees 
under its health maintenance and wellness program. 
 
The Bank’s security program covers the safety and security of people, specifically, employees, customers, clients, and other 
stakeholders of the Bank. This includes the installation of electronic equipment, such as CCTV, card-activated door access 
system, biometric time recording systems, etc. 
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The bank also develops and maintains recreational and sports program to promote the physical fitness and development of all 
employees. 
 

(b) Show data relating to health, safety and welfare of its employees.   
 
For the last 5 years, only 3 accidents involving slight injuries were recorded within Bank premises   
2009 – Slight injury to an employee when ATM glass door broke due to strong typhoon due to glass fragments 
2011 – Slight foot injury to an employee when her foot got stuck in the ATM glass door. 
2012 – Employee slipped in the stairwell and suffered facial injuries. 
 

(c) State the company’s training and development programmes for its employees. Show the data.  
 
For 2015, below table indicates the In-house training programs which were conducted for PBCom’s employees arranged per 
training category. 

2015 Training & Development Calendar 

Code Training Title Description 

Regulatory Trainings 

SigVer  
& CoDe 

Signature Verification and 
Counterfeit Detection 
Seminar 

SigVer & CoDe is a ten-hour module conducted by a certified in-house subject matter 
expert which aims to: 
• Provide basic training and information to selected employees whose work requires 

an understanding of the basic principles of signature verification and counterfeit 
detection 

• Establish a pool of efficient verifiers familiar with signature comparison process 
and recognition of currency bills (foreign and local) who are able to detect  
possible fraudulent transactions involving fake signatures/ handwritings and 
currencies including the different kinds of forgery that may be encountered during 
regular official transactions 

Corp. Gov. Corporate Governance 
Seminar (BSP & SEC) 

The Corporate Governance Course for Directors is a mandatory requirement for all 
Directors of the Bank as part of their qualifying requirements of BSP & SEC. Senior 
Officers are also included as this is part of best practice to have Senior Officers 
aware of and instill Corporate Governance.   

AML 
Updates and 
Refresher 
Course 

AML Updates and Refresher 
Course 

A two-hour refresher course that aims to equip BOD and Senior Officers of PBCom, 
RBNI & BDI with the proper knowledge in protecting and preserving the integrity and 
confidentiality of bank accounts and to ensure that the bank shall not be used as a 
money laundering site for the proceeds of any unlawful activity. 

On-Boarding Orientation 

P-ONE PBCom Orientation for New 
Employees 
 
NOTE: Done thru Computer-
Based Training; no pertinent 
# of hours; self-paced based 
on given deadline of access. 
New hires submit 
Acknowledgement Form 
once done. 

The PBCom Orientation for New Employees or P-ONE has the following general 
objectives for participants: 
• Acquire the necessary information they need to hit the ground running and work 

productively  
• Develop critical thinking about their work, which will inspire them to contribute 

Behavioral and Management Trainings 

LR Learning Session on Labor 
Relations & Management 
Prerogative 

A two-hour learning session that tackles the basic concepts in Labor Relations and 
teach managers to:  
1. Gain awareness and familiarity with relevant Labor Laws, the New CBA and  

PBCom's current Code of Conduct 
2. Heighten their appreciation of their role and prerogatives as managers, and their 

assertive exercise of control over employees 

AL Walk-thru HRG-TDAD Learning Session: 
Basic Accelerated Learning 
Walk-Thru 

After the 60-minute learning session, CBT SMEs would have: 
1.Learn how to formulate effective training objectives or outcomes for their 

respective CBT Courses 
2.  Discuss the importance of Training Outlines and view a sample 
3.  Gain knowledge in Accelerated Learning and the SAVI Approach to Learning 
4. Learned how to prepare a coherent and effective presentation or training deck for 

CBT by using the recommended tools and techniques and applying the principles of 
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Accelerated Learning. 

Technical/Job-Specific Trainings 

BOG 
Townhall 

Branch Operations Group 
Townhall: Roll-out of BOM 
Role, Job Ladder Grid for the 
Staff & QA Review Process 

A four-hour training for officers and staff of Branch Operations Group that aims to: 
1. Orient all members of the group about the new organization structure and roles 

to fulfill 
2. Understand the key changes affecting the current business of the bank 
3. Identify the skills/competencies needed to perform duties, responsibilities and 

tasks of the Branch Operations staff 
4. Determine the appropriate job levels for the Staff job functions based on the 

skills/competencies required for the role 
5. Provide a career path for BOG Staff that will encourage professional growth 

TCAF Branch Operations Group: 
Training on Common Audit 
Findings 

A four-hour training conducted by BCOO Regional Operations Managers (ROMS) to 
educate business center personnel on the common audit findings raised in the 
business centers. 

SME RMT SME Banking Group: 
Relationship Manager (RM) 
Training 

A sixteen-hour training that will train Marketing Assistants (MAs) to do the task of 
Relationship Managers (RMs) which is to renew Credit Applications. MAs should 
pass all written and oral exams. 

FAS Fraud Awareness Seminar A four-hour training that aims to:  
1.Equip the participants with the knowledge to recognize, prevent and report 

various types of financial misconduct that threatens the bank and our customers 
2. Raise awareness on the current fraud trends and be aware of responsibilities to 

protect the reputation and integrity of the bank 
3. Guide participants in fraud detection and identification techniques 

CBG – CMS Corporate Banking Group: 
Cash Management Solutions 
(CMS) Sales Certification 
Program 

A one-day intensive training that aims to: 
1. Know the different CMS Solutions - product features, benefits, target industries 

and product bundling 
2. Know how to compute pricing to ensure profitability 
3. Understand the CMS process and ensure document completion prior to 

implementation 
4. Set appointments with target clients 
5. Deliver standard client presentation on CMS 
6. Get a client to sign up for CMS Solutions 

BBS – CMS Branch Banking Segment: 
Cash Management Solutions 
(CMS) Sales Certification 
Program 

The CMS Certification Program is a one-day intensive training booster designed to: 
1. Enable participants to independently do sales presentations, offer the right CMS 

financial solutions and close CMS deals in support of our drive to grow CASA 
volume 

2. Create product champions per region to decentralize CMS function for a more 
efficient CASA acquisition method 

ATM Recon ATM Reconciliation Training A four-hour training which aims: 
• To review the ATM Reconciliation process (full cycle) 
• To understand and be familiar with daily HPS Internal reports such as approved 

and rejected transactions 
• To identify valid payables and credit these to Cardholder’s account using Debit 

without expense, Dispense without debit and Cash retracted 

Economic 
Briefing 

Macro Economics and 
Financial Crises Session 

A two-day session that aims to:  
• Expose young macroeconomists to the most recent work in macroeconomic and 

financial history 
• Learn about the central issues in macroeconomics  
• Learn about  macroeconomics policy and strategy 
• Study recent international financial crises 

Training on 
Review 
of IDs 

Training on Review of IDs A two-hour training which is relevant for client-facing officers and staff. At the end 
of the two-hour session, participants are expected to: 
• Have enhanced knowledge on how to efficiently identify evidentiary identifications 

and other relevant documents 
• Understand which alternative documents are acceptable, if the primary documents 

are not available 

BCP Training  BCP Training (Branch 
Support Program) 

Business Continuity Plan is a nine-hour training conducted to discuss the measures 
to be adopted to prevent business disruption, to ensure safety of manpower & other 
resources, to mitigate risks to mission critical processes and minimize interruption to 
customer service. 
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For 2015, a total of 8,890 training hours were spent by the bank on its in-house training programs participated in by 1,168 
employees. 

2015 In-House Trainings 
Total 
PAX 

Total 
Training 

Hours 
Segments/Groups 

Economic Briefing for the Key Leaders of Mr. Co's Businesses 32 64 Various segments/groups 

Corporate Governance Seminar (BSP & SEC) 23 248 Senior Officers & Board of Directors 

A Time of Inspiration for PBCom Women 147 147 Various segments/groups 

Branch Operations Group Townhall: Roll-out of BOM Role, Job 
Ladder Grid for the Staff & QA Review Process 

107 428 Branch Operations Group 

Wealth Management Training 29 166 Various segments/groups 

Learning Session on Labor Relations & Management Prerogative 10 20 Various segments/groups 

HRG-TDAD Learning Session: Basic Accelerated Learning Walk-Thru 7 14 Human Resources Group 

Branch Operations Group: Training on Common Audit Findings  190 570 Branch Operations Group 

Branch Banking Segment: Cash Management Solutions (CMS) Sales 
Certification Program 

73 988 Branch Banking Group 

SME Banking Group: Relationship Manager (RM) Training 42 204 Corporate & Commercial Banking Group 

Information Systems Group: T24 Architecture Arrangement 
Enablement Training 

25 2928 Information Systems Group 

Fraud Awareness Seminar 48 192 Various segments/groups 

Corporate Banking Segment: Cash Management Solutions (CMS) 
Sales Certification Program 

48 348 Corporate & Commercial Banking Group 

Branch Operations Group: ATM Reconciliation 18 54 Branch Operations Group 

Signature Verification & Counterfeit Detection Seminar 53 424 Various segments/groups 

Operations Segment: Commercial Loans and Discount Unit System 
Process 

11 22 Global Operations Segment 

Macro Economics and Financial Crises Session 32 480 Various segments/groups 

Training on Review of IDs 40 80 Various segments/groups 

BCP Training (Branch) Support Program 49 441 Various segments/groups 

AML Updates and Refresher Course 59 236 Various segments/groups 

ACL Class Onsite Training 16 384 Various segments/groups 

ACL Class 
Onsite 
Training 

ACL Class Onsite Training A three-day training that aims and teaches participants to: 
1. Learn fundamentals such as basic data concepts and how to work within the ACL 

Analytics environment 
2. Learn the proper methodology and best practices for all five phases of the data 

analysis cycle (planning, importing, preparing, analyzing, and reporting) 
3. Learn how to effectively use ACL Analytics to accomplish audit and/or business 

objectives 

BBG - Sales 
Clinic 

Branch Banking Sales Clinic 
(Ignition 2016) 

BBG Sales Clinic is an eight-hour workshop on Change Management and a Product 
Refresher Course for all Metro Manila Branches. This exercise is conceived to 
prepare them to welcome change positively and a refresher of all bank products to 
make them ready to sell. 

Systems Training 

T24 
Enablement 

Information Systems Group: 
T24 Architecture 
Arrangement Enablement 
Training 

An eight-hour training that aims to undertake a dedicated enablement program 
focused on AA training which will equip the Bank personnel to address current issues 
and develop future requirements in an efficient and effective manner.        

S&R 
Suppliers 
Check 
Releasing 
Training 

S&R Suppliers Check 
Releasing Training 

A two-hour systems training with the following objectives: 
1. To define a standard process/procedures in printing & releasing S&R suppliers 
check payment 
2.  To secure branch cooperation & contribution needed for a smooth transaction 
flow 
3.  To define the roles & responsibilities of the New Accounts Officer & Branch 
Manager in the implementation of this project 
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S&R Suppliers Check Releasing Training 70 140 Branch Banking Group 

Branch Banking Sales Clinic (Ignition 2016) 39 312 Branch Banking Group 

  
For 2015, a total of 545 training hours were spent by the bank on its external training programs participated in by 69 Bank 
officers/employees. 

2015 External Trainings Total 
PAX 

Total 
Training 

Hours 

Segments/Groups 

One-Year Course on Trust Operations & Investment Management 9 117 Trust & Wealth Management Group 

28th BAIPHIL National Convention 4 47 Enterprise Risk Management Group & 
Credit Management Group 

2015 Tower Watson HR BEAT Conference (Future of Work: Beyond 
2015) 

1 4 Human Resources Group 

Corporate Governance and Risk Management for Banks and Quasi-
banks 

1 14 Board of Director 

Financial Regulatory Reform and Impact to Business Models & 
Transforming Risk  

1 8 Enterprise Risk Management Group  

What's in Store for the Real Estate Industry? Bubble? Or Bust? 2 6 Credit Management Group 

Arbitration & Compliance Workshop - Level III 1 14 Operations Segment - Cards & Loans 
Group 

Credit Information System (RA No. 9510) 2 13 Credit Management Group & 
Information Systems Group 

BSP Circular 808: IT Risk Management Framework 2 6 Enterprise Risk Management Group & 
Credit Management Group 

Sound Credit Risk Management 1 8 Credit Management Group 

Briefing on RR No. 2-2015, Compliance on Withholding Tax and 
Other Tax Updates 

2 6 Finance Group 

Assessing Risk: Ensuring Internal Audit Value 1 15 Internal Audit Group 

No-Nonsense Distressed (NPL) Accounts Management 2 16 Credit Management Group 

TOAP Seminar: Updates on BSP Trust Audit 2 6 Enterprise Risk Management Group & 
Trust and Wealth Management Group 

ASEAN Corporate Governance Scorecard Workshop for Publicly 
Listed Companies 

3 9 Compliance Group 

Comprehensive Consumer Protection Framework 5 38 Legal Services Group, Marketing Group, 
Client Engagement Group & Human 
Resources Group 

Achieving Harmony in the Workplace: Using Mediation as a 
Management Tool 

4 12 Human Resources Group 

IT Governance Summit - Keeping Up with the Tides of Time 2 16 Internal Audit Group 

Follow-up Session on SEC Corporate Governance Roundtable 
Discussion on the ASEAN Corporate Governance Scorecard 

2 8 Compliance Group 

Audit Sampling: A Means to an End 1 8 Internal Audit Group 

Implementing the New IFRS 9 Expected Credit Loss Model for Banks 2 16 Enterprise Risk Management Group & 
Finance Group 

Project Management 1 8 Enterprise Risk Management Group 

8th ABCOMP Biennial Workshop: Compliance Beyond Borders  4 37 Compliance Group 

Counterfeit Detection Training for Trainors 3 20 Credit Management Group & Human 
Resources Group 

Taxation for Banks 1 8 Finance Group 

Business Continuity Management 1 5 Enterprise Risk Management Group 

2015 Information Security Governance  & Anti-Fraud Summit 2 32 Enterprise Risk Management Group & 
Internal Audit Group 

Credit Risk Modelling 1 3 Enterprise Risk Management Group 

Supervisory Expectation on Compliance System 2 15 Compliance Group 

AML Quarterly Briefing 3 11 Compliance Group 

Fundamentals of Project Management 1 24 Internal Audit Group 



58 

 

 
The combined Total Training Hours for In-house and External Training Programs is 9,435. Since the closing employee complement 
for 2015 is 1,243, the average total training hours per employee is 7.60 or 8 hours.  

 
(d) State the company’s reward/compensation policy that accounts for the performance of the company beyond short-term 

financial measures.   
 
PBCom Compensation philosophy is grounded on 3 basic pillars: External Competitiveness, Internal Equity and Meritocracy.  
This is the means by which the company promotes excellence, fairness as well as attracts and retains talent.  The company 
periodically undertakes a salary study comparing industry compensation with those of its employees.  The salary structure is 
then set to guide salary administration.  The company also administers a performance management system where 
performance is contracted, monitored and evaluated at the end of a semi-annual period. Overall performance of individuals 
versus performance contracts is the main basis of each one’s eligibility to the merit increase and to what rates.  In addition to 
this reward mechanism, different incentive programs are in place to reward and recognize contributions to the company:  
achievement of revenue goals, referral of clients, referral of employees and other measurable contributions to the company.   
 

4) What are the company’s procedures for handling complaints by employees concerning illegal (including corruption) and unethical 
behaviour?  Explain how employees are protected from retaliation.  
 
The Bank has an established policy requiring all Bank employees to report any and all instances of internal or external frauds and 
crimes as well as operational and fidelity losses arising from errors and negligence which may lead to losses for the Bank. Failure to 
report such incidents will be considered as a breach of duty which may lead to disciplinary action including suspension, dismissal, 
and prosecution of the officer/employee who is duty-bound to report. Covered by this reporting requirement s are operational 
and/or fidelity losses regardless of whether these may have been paid or reimbursed by the officer/staff concerned.  
 
1. All actual and/or potential losses arising from real or suspected fraudulent acts and crimes (whether consummated, frustrated or 

attempted) committed by any officer or employee of the bank or by third parties, regardless of amount, should be reported. 
Fraudulent acts shall refer to those acts intended to defraud, misappropriate assets of the Bank or circumvent regulations and 
internal policies. These shall include but shall not be limited to the following:  

 
a. External fraud, forgery, theft, robbery, check kiting, etc. 
b. Internal fraud such as embezzlement, padding of reimbursable expenses, unauthorized credit to personal account, lapping, 

temporary borrowing, etc.  
c. Forgery of checks and other posting media, such as withdrawal slips, credit memos, etc.  
d. Manipulation of internal records, such as attendance or other personnel records.  

 
2. Also required to be reported are actual operational losses amounting to P5,000.00 and above (or its equivalent in foreign 

currency) arising from deviations from internal policies, unintentional processing errors, or negligence. These shall include but 
shall not be limited to the following:  

 
a. Tellers' / ATM shortages  
b. Double payment or misposting of remittance / loan proceeds to client's account which are no yet recovered by the Bank 
c. Loans/advances and other forms of habitual temporary credit accommodation extended to third parties without the 

corresponding authority.  
d. Other forms of continuing and/or regular arrangements with third parties which expose the Bank to possible losses (for 

example, the payment of funds based on verbal or invalid instructions even if subject to regularization after the fact).  
e. Failure to regularly apply and collect the stipulated rates of interest and commissions/fees. 
f. Misfeasance or engagement in activities that directly compete with the Bank or conflict with the Bank's interest, such as:  

 
• buying and selling of foreign currencies for personal benefit;  
• acting as agent for insurance companies, customs/insurance/stock brokerages, bonded warehouses, etc.;  
• receiving commissions or rebates, for one's personal account, on transactions of the bank (such as purchases, service 

contracts, etc.); and  
• undertaking directly or indirectly lending activities to third parties.  

 
3. Reports should be made immediately by the officer/staff upon discovery or knowledge of any potential or actual losses incurred. 

Delays in reporting should be avoided as this may result in a loss or increased loss to the Bank, facilitate cover-up and render 
investigation more difficult. 

 
4. A drop box, with lock and key, was installed in the branches and Head Office for use by the employees in reporting suspected 

improprieties, malpractices or fraudulent activities. Should the reporting employee feel that the drop box might not be secure 
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reporting method, the report may be filed directly in any form or in any manner to the Chairman of the Audit Committee. 
Chairman if the audit Committee shall contact appropriate unit to establish the necessary investigation team and procedures 

 
5. The Bank has also a policy that aims to encourage and protect officers and staff in reporting possible improprieties or 

malpractices to persons or entities that have power to take corrective action. As such, retaliation for filing a good faith report is 
prohibited by the policy, and is cause for disciplinary action, up to and including termination. The guideline likewise discourages 
“witch-hunting” and filing of malicious and unwarranted or false information against another employee. Such actions shall be 
subjected to administrative sanctions pursuant to the Banks Manual of Personnel Policies and Procedures and the Code of 
Conduct.  

 
I. DISCLOSURE AND TRANSPARENCY 
 
1) Ownership Structure   

 
(a) Holding 5% shareholding or more    

 

Shareholder Number of Shares Percent Beneficial Owner 

P.G. Holdings, Inc. 183,480,608 38.17% Same as record owner 

PCD Nominee Corporation 191,006,369 39.74% various 

Eric O. Recto 61,409,942 12.78% Same as record owner 

Ralph C. Nubla, Jr. 51,779,374 10.77 Same as record owner 

Telengtan Brothers & Sons, Inc. 31,859,844 6.63% Same as record owner 

  

Name of Senior Management  Number of Direct shares 
Number of  

Indirect shares / Through (name 
of record owner) 

% of Capital Stock 

Not Applicable    

TOTAL    

 
 At present, no senior officer/s of the Bank has any substantial interest direct or indirect of more than 5%. 

 
2) Does the Annual Report disclose the following:  (SEC Form 17A – Annual Report)  

 

Key risks Yes 

Corporate objectives Yes 

Financial performance indicators Yes 

Non-financial performance indicators Yes 

Dividend policy  Yes 

Details of whistle-blowing policy Yes 

Biographical details (at least age, qualifications, date of first appointment, relevant experience, and any 
other directorships of listed companies) of directors/commissioners 

Yes 

Training and/or continuing education programme attended by each director/commissioner No  

Number of board of directors/commissioners meetings held during the year No  

Attendance details of each director/commissioner in respect of meetings held No  

Details of remuneration of the CEO and each member of the board of directors/commissioners Yes 

 
         Should the Annual Report not disclose any of the above, please indicate the reason for the non-disclosure.  
 

 Those items not disclosed in the Annual Report (SEC 17A) are included in the SEC Form 17-C Manual on Corporate Governance and 
Annual Report - Audited Financial Statement. 

 
3) External Auditor’s fee   

 

Name of auditor Audit Fee Non-audit Fee 

Sycip, Gorres, Velayo and Co. (2015)  P 3,127,626.00 P 
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4) Medium of Communication   
 
List down the mode/s of communication that the company is using for disseminating information.   
 
As a listed company, the Bank submits required disclosures to PSE and SEC such as financial reports and other information relating 
to material corporate actions and transactions.  The bank maintains its website and regularly updates the published information 
relevant to its business and financial performance.   
 
The Bank also maintain a Public Relations Officer/Company to disseminate information to its target market and stakeholders 
through print media or internet regarding its latest products, programs or projects with emphasis on the current business direction 
and strategy. 
 

5) Date of release of audited financial report:   
The 2015 Audited Financial Statements were authorized for issue by the Board of Directors of the Bank on March 30, 2016. 
 

6) Company Website    
Does the company have a website disclosing up-to-date information about the following?   
 

Business operations Yes  

Financial statements/reports (current and prior years) Yes 

Materials provided in briefings to analysts and media Not applicable – no analyst & media 
briefings held  

Shareholding structure Yes 

Group corporate structure Yes 

Downloadable annual report Yes 

Notice of AGM and/or EGM Yes 

Company's constitution (company's by-laws, memorandum and articles of 
association)   

Yes 

 
        Should any of the foregoing information be not disclosed, please indicate the reason thereto.  

 
7) Disclosure of Related Party Transaction (RPT)    

 
Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise significant 
influence over the other party in making financial and operating decisions.  The Bank’s transactions with related parties include key 
management personnel, affiliates (i.e. entities which are controlled significantly influenced by or for which significant voting power 
is held by the Bank or key management personnel or their close family members and retirement plan for the benefit of the Bank’s 
employee).  These transactions are made in the ordinary course of business and on substantially same terms with that of other 
parties. 

 
The Bank’s related party transactions below are also presented and discussed in details in Note 27 of the Audited Financial 
Statements 
 

Related Party Transaction with the Bank 

Post-retirement Plan Investment made in retirement plan is approved by the Bank’s Retirement Board.  Trust fee 
income from such service and total deposits maintained with the Bank in 2015 amounted P1.94 
Million and P 52.97Million, respectively while interest expenses paid by the Bank to the deposits 
was P537,366. 

Provident Fund Outstanding deposit and interest paid by the Bank as of year-end was P32.59M and P0.5M, 
respectively while trust fees earned from such service amounted to P2.95M. 

Key Management Personnel Senior Management Team constitutes key management personnel for purposes of PAS 24.  Short 
term benefits and post-employment benefits given to SMT in 2015 amounted to P120.8 and 
P8.22M, respectively. Year-end balance of deposits and interest expenses increased amounted to 
P63.79M and P603,366 respectively.  Outstanding balance of loans and interest income earned 
from SMT amounted to P0.29M and P38,775, respectively. 

Affiliates  Year-end balance of deposits and interest expenses incurred by the Bank amounted P8.067M and 
P0.02M, respectively.  Rental income earned for the year is P0.133M. 

Subsidiaries Year-end balance of deposits and interest expenses incurred by the Bank amounted P101.41M and 
P2.44M, respectively.  While interest income on deposit placements by PBCom amounted to 
P7.60M during the year.  Rental income earned for the year is P0.126M. 
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Significant Investors Year-end balance of deposits and interest expenses incurred by the Bank amounted to P3.48M 
and P12.52M, respectively.  Rental income and expenses during the year amounted to P2.84M 
and P15.14M. 

 
When RPTs are involved, what processes are in place to address them in the manner that will safeguard the interest of the 
company and in particular of its minority shareholders and other stakeholders?   
 
The transactions with related parties are made in the ordinary course of business, under commercial terms and on an arm’s length 
basis.  For DOSRI Loans, the Bank adheres at all times the legal limits prescribed under current BSP regulations.  Full disclosures of 
these transactions were made through reports with the appropriate regulatory agency.  As of December 31, 2015, the bank is in 
compliance with such regulations. 

 
J. RIGHTS OF STOCKHOLDERS 
 
1) Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings 

 
(a) Quorum 

 
Give details on the quorum required to convene the Annual/Special Stockholders’ Meeting as set forth in its By-laws.   

Quorum Required 
No stockholders’ meeting shall be competent to decide any matter or transact 
any business unless a majority of the outstanding capital stock is present or 
represented thereat, except in cases in which the law requires a larger quorum.  

 
(b) System Used to Approve Corporate Acts  

 
Explain the system used to approve corporate acts.   

System Used Voting is based on the number of shares held. 

Description 

Voting upon all questions at all meetings of the stockholders shall be by the number shares of stock and 
not per capita. In the election of Directors cumulative voting shall be allowed. A majority of the votes 
cast shall decide every question submitted to the shareholders at any meeting, except in cases where the 
law or the By-laws require the affirmative vote of a greater number. 

 
(c) Stockholders’ Rights 

 
List any Stockholders’ Rights concerning Annual/Special Stockholders’ Meeting that differ from those laid down in the 
Corporation Code.   
The Bank’s Manual on Corporate Governance nor its By-laws does not provide any Stockholders’ Rights concerning 
Annual/Special Stockholders’ meeting that differ from those laid down in the Corporation Code. 

Stockholders’ Rights under  
The Corporation Code 

Stockholders’ Rights not in  
The Corporation Code 

Not Applicable  

 
Dividends   

Declaration Date Record Date Payment Date 

Not Applicable   
 

(d) Stockholders’ Participation 
 

1. State, if any, the measures adopted to promote stockholder participation in the Annual/Special Stockholders’ Meeting, 
including the procedure on how stockholders and other parties interested may communicate directly with the Chairman of the 
Board, individual directors or board committees.  Include in the discussion the steps the Board has taken to solicit and 
understand the views of the stockholders as well as procedures for putting forward proposals at stockholders’ meetings.    
 

Measures Adopted Communication Procedure 

 Sending of notice of stockholders’ 
meeting and information statement  

Disclosures to the PSE and SEC; The information statement is mailed to the addresses 
of the stockholders’ recorded in the books of the Corporation. They are given the 
option to contact the Bank, thru the Office of the Corporate Secretary. 

Open Forum during the stockholders’ 
meeting 

During all stockholders’ meeting, all stockholders present are given the right to object 
to or oppose to any proposed action to be voted upon. All stockholders present are 



62 

 

also invited to ask questions to the board of directors and management during the 
meeting. All questions will be answered by the board and management.    

 
2. State the company policy of asking shareholders to actively participate in corporate decisions regarding:   

a. Amendments to the company's constitution    
b. Authorization of additional shares   
c. Transfer of all or substantially all assets, which in effect results in the sale of the company    

 
The shareholders’ shall have appraisal right or right to dissent and demand payment of the fair value of their shares in the 
manner provided under section 82 of the Corporation Code of the Philippines 

 
3. Does the company observe a minimum of 21 business days for giving out of notices to the AGM where items to be resolved by 

shareholders are taken up?   
 

Yes. Notice to the Annual General Meeting is being circulated on the same date as the disclosure of the Record Date to the 
Philippine Stock Exchange. 

 
a. Date of sending out notices:  March 25, 2015 
b. Date of the Annual Stockholders’ Meeting:   June 9, 2015 

 
4. State, if any, questions and answers during the Annual/Special Stockholders’ Meeting.  

 
Shareholders are allowed to ask questions but only significant points are minuted. 
 

5. Result of Annual/Special Stockholders’ Meeting’s Resolutions   

Resolution Approving Dissenting Abstaining 

• Approval of the Minutes of the ASM held on 07 April 2014 
• Annual Report of Management & Approval of the Audited Financial 

Statements for 2014 
• Ratification of Acts of the Board of Directors & Management Since 

the last Annual Meeting of the Shareholders 
• Election of Directors 
• Appointment of External Auditor 

Approved 
by all 

  

 
6. Date of publishing of  the result of the votes taken during the most recent AGM for all resolutions:   

June 9, 2015 
 

(e) Modifications 
 

State, if any, the modifications made in the Annual/Special Stockholders’ Meeting regulations during the most recent year and 
the reason for such modification:   
 
None 
 

Modifications Reason for Modification 

Not applicable  

 
(f) Stockholders’ Attendance 

 
(i) Details of Attendance in the Annual/Special Stockholders’ Meeting Held:   

Type of 
Meeting 

Names of Board members / Officers 
present 

Date of 
Meeting 

Voting Procedure (by 
poll, show of hands, 

etc.) 

% of SH 
Attending 
in Person 

% of SH 
in 

Proxy 

Total % of 
SH 

attendance 

Annual  Eric O. Recto 
Leonardo B. Dayao 
Paticia May T. Siy 
Carmen G. Huang 
Carlos Bunsit G. Chung 
Ralph C. Nubla, Jr. 

 June 9, 2015  
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Gregorio T. Yu 
Lucio L. Co 
Susan P. Co 
Jovita D.S. Larrazabal 
Patrick S. Walujo 
Jesus S. Jalandoni Jr. 
Levi B. Labra 
Roberto Z. Loraves 
Emmanuel Y. Mendoza 
Angelo Patrick Advincula 
Michael Stephen H. Lao 
Evelyn Vinluan 
Rose Margaret Cuatico 
Victor Q. Lim 
Daniel Ang Tan Chai 
Concepcion Barcenas 
Melissa Angela Henson 
Belle Rosamond Justiniani 
Bremel Peter R. Guiao 
Patrick Peter R. Santos 

Special NA      

 
(ii) Does the company appoint an independent party (inspectors) to count and/or validate the votes at the ASM/SSMs?    

 
Yes, SGV & Co. 
 

(iii) Do the company’s common shares carry one vote for one share?  If not, disclose and give reasons for any divergence to 
this standard. Where the company has more than one class of shares, describe the voting rights attached to each class of 
shares.    
 
Yes 

 
(g) Proxy Voting Policies 

 
State the policies followed by the company regarding proxy voting in the Annual/Special Stockholders’ Meeting.  
 

 
 

Company’s Policies 

Execution and acceptance 
of proxies 

Stockholders may vote at all meeting either in person or by proxy duly given in writing and 
presented to the Secretary for inspection and record five (5) banking days prior to the 
opening of the said meeting. 

Notary No requirement to notarize. 

Submission of Proxy 
Proxy must be submitted to the office of the Corporate Secretary five (5) banking days prior 
to the opening of the said meeting. 

Several Proxies Allowed. 

Validity of Proxy Proxies are valid only for the meeting for which it was intended. 

Proxies executed abroad None 

Invalidated Proxy none 

Validation of Proxy Validation of Proxies is conducted five (5) banking days prior to the meeting. 

Violation of Proxy None 

 
(h) Sending  of Notices 

 
State the company’s policies and procedure on the sending of notices of Annual/Special Stockholders’ Meeting.  

Policies Procedure 

Notice of meeting, written or printed for regular or special 
meeting of the stockholders shall be prepared and send to 
each stockholders at his last address registered in the books of 
the Bank by registered mail, postage prepaid at least two (2) 

Notice shall be send to each stockholders at his last 
address registered in the books of the Bank by registered 
mail, postage prepaid at least two (2) weeks before the 
date of meeting, provided however that if the registered 
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weeks before the date of meeting, provided however that if the 
registered address of the shareholder be outside the 
Philippines, notice may be waived in writing by stockholders. 

address of the shareholder be outside the Philippines, 
notice may be waived in writing by stockholders. 

 
(i) Definitive Information Statements and Management Report    

Number  of Stockholders entitled to receive Definitive 
Information Statements and Management Report and Other 
Materials 

405 Shareholders 

Date of Actual Distribution of Definitive Information Statement  
and Management Report and Other Materials held by market 
participants/certain beneficial owners 

 May 19, 2015 

Date of Actual Distribution of Definitive Information Statement 
and Management Report  and Other Materials held by 
stockholders 

May 19, 2015 

State whether  CD format or hard copies were distributed 
The Definitive Information Statement and Management 
Report and Other materials were distributed to the 
shareholders in CD format. 

If yes, indicate whether requesting stockholders  were 
provided hard copies 

The Definitive Information Statement and Management 
Report and Other materials were distributed to the 
shareholders in CD format. 

 
(j) Does the Notice of Annual/Special Stockholders’ Meeting include the following:   

Each resolution to be taken up deals with only one item.  Yes (in the Information Statement)  

Profiles of directors (at least age, qualification, date of first appointment, 
experience, and directorships in other listed companies) nominated for 
election/re-election. 

Yes (in the Information Statement) 

The auditors to be appointed or re-appointed.  Yes (in the Information Statement)  

An explanation of the dividend policy, if any dividend is to be declared.  Not applicable. No dividend declared  

The amount payable for final dividends.  Not applicable. No dividend declared 

Documents required for proxy vote.  No.  The Bank does not solicit proxies. 

 
Should any of the foregoing information be not disclosed, please indicate the reason thereto.  

 
2) Treatment of Minority Stockholders 
 

(a) State the company’s policies with respect to the treatment of minority stockholders.    

Policies Implementation 

Voting Right  Shareholders shall have the right to elect, remove and replace directors and vote on certain corporate 
acts in accordance with the Corporation Code; 

 Cumulative voting shall be used in the election of directors; and 

 A director shall not be removed without cause if it will deny minority shareholders representation in 
the Board. 

Pre-emptive 
Right 

 The pre-emptive rights of shareholders are denied in the Articles of Incorporation. 

Power of 
Inspection 

 All shareholders shall be allowed to inspect corporate books and records including minutes of Board 
meetings and stock registries in accordance with the Corporation Code and shall be furnished with 
annual reports, including financial statements, without cost or restrictions. 

Right to 
Information 

 The Shareholders shall be provided, upon request, with periodic reports which disclose personal and 
professional information about the directors and officers and certain other matters such as their 
holdings of the company's shares, dealings with the company, relationships among directors and key 
officers, and the aggregate compensation of directors and officers.  

 The minority shareholders shall be granted the right to propose the holding of a meeting, and the right 
to propose items in the agenda of the meeting, provided the items are for legitimate business 
purposes; 

 The minority shareholders shall have access to any and all information relating to matters for which 
the management is accountable for and to those relating to matters which the management shall 
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include such information, and if not included, then the minority shareholders shall be allowed to 
propose to include such matters in the agenda of stockholders’ meeting, being within the definition of 
legitimate purposes. 

Right to 
Dividends 

 Shareholders shall have the right to receive dividends subject to the discretion of the Board.  

Appraisal Right  The shareholders' shall have appraisal right or the right to dissent and demand payment of the fair 
value of their shares in the manner provided for under Section 82 of the Corporation Code of the 
Philippines. 

 

(b) Do minority stockholders have a right to nominate candidates for board of directors?    
Yes 
 

K. INVESTORS RELATIONS PROGRAM 
 

1) Discuss the company’s external and internal communications policies and how frequently they are reviewed.  Disclose who reviews 
and approves major company announcements.  Identify the committee with this responsibility, if it has been assigned to a 
committee.    MARKETING 
 
The Bank does not have an Investor Relation Officer. These functions are handled by the Bank’s Corporate Information Officer and 
Corporate Communications Department.  

 
2) Describe the company’s investor relations program including its communications strategy to promote effective communication 

with its stockholders, other stakeholders and the public in general.  Disclose the contact details (e.g. telephone, fax and email) of 
the officer responsible for investor relations.    
 
None 

 Details 

(1) Objectives  

(2) Principles  

(3) Modes of Communications  

(4) Investors Relations Officer  

 
3) What are the company’s rules and procedures governing the acquisition of corporate control in the capital markets, and 

extraordinary transactions such as mergers, and sales of substantial portions of corporate assets?    
 
For 2015, the Bank did not enter into any such transactions. However, in the event that the Bank will consider entering into such 
transactions, it does the necessary due diligence for the project. Moreover, all such transactions shall be submitted to the Executive 
Committee of the Board of Directors, then to the full Board of Directors for approval.  
 
Name of the independent party the board of directors of the company appointed to evaluate the fairness of the transaction price.   
 
None for 2015. 
 

L. CORPORATE SOCIAL RESPONSIBILITY INITIATIVES 
 

Discuss any initiative undertaken or proposed to be undertaken by the company.   

Initiative Beneficiary 

Santa’s Coming to Town, Fundraising program was launched 
in 16 November 2015 which aims to provide the 
underprivileged children in the Philippines with various 
services including medical, psychological and educational 
support and emergency assistance to harness their 

potentials that are necessary for nation building. 
 
PBCom Moves – Employee-Initiated Project initially to raise 
funds to respond to Typhoon Yolanda victims.  They donated 
personal, solicited funds which ground-swelled. Then they 
decided to do Christmas Caroling for this purpose and they 

Children’s Joy Foundation Inc. 
 
 
 
 
 
 
In lieu of providing relief goods, a committee overseeing PBCom 
Moves was formed to explore the best means of responding to the 
community.  Two partnerships were formed: 1)Ormoc Sugar 
Planters Foundation, Inc. where funds were spent for repairs on 
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went on to donate the employees’ Christmas Ham and party 
budgets.  The Bank decided to match whatever employees 
contributed by 150%.  All these monies totaled in excess of 
P3.0M 

the Training Center which was damaged by the typhoon and 2) 
Pinoy Relief where funds were spent on constructing fishing boats 
for fishermen, houses for those who lost homes and school houses 
for the children in Guian, Samar. 

 
M. BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL 

 
Disclose the process followed and criteria used in assessing the annual performance of the board and its committees, individual 
director, and the CEO/President.    

 Process Criteria 

Board of 
Directors 

Director’s Evaluation of Board Performance - The director 
assigns a number from 1–10 (the lowest being not observed 
and the highest being largely observed to reflect his/her 
personal assessment of the degree of the Board’s compliance 
with the following corporate governance mechanisms. After 
the director’s assessment, the Governance Committee (GC) will 
indicate its own evaluation of the Board’s performance on the 
corresponding spaces provided. For data on attendance, the 
PBCom Corporate Secretary’s Office will provide the official 
records. 

 Evaluation of the Board’s Qualitative 
Performance  

 Actual Director’s Attendance in Board/Board 
Committee meetings, Section E.2. of the 
Revised Code of Corporate Governance (SEC 
Memorandum Circular 6 of 2009) states that 
the “Board may also provide for the 
temporary disqualification of a director for 
any of the following reasons: x x x (ii) 
Absence in more than fifty (50) percent of all 
regular and special meetings of the Board 
during his incumbency, or any twelve (12) 
months period during the said incumbency, 
unless the absence is due to illness, death in 
the immediate family or serious accident. x x 
x”   

Board 
Committees 

Board Committee’s Performance - The Director accomplishes a 
separate evaluation form for each Committee he/she is a 
member. The director will go over each question carefully and 
assign a number from 1–10 (the lowest being not observed and 
the highest being largely observed to reflect his/her personal 
assessment of the degree of the particular Committee’s 
compliance with the following corporate governance 
mechanisms. After the director’s assessment, the Chairman will 
evaluate each individual Committee member’s assessment. The 
Compliance Group will then compile/tabulate the individual 
member’s respective assessments as evaluated by the 
Chairman and submit summary/ tabulation to the committee 
en banc. The committee will then evaluate its own performance 
by separately accomplishing a similar form (Annex D-3) and 
using said summary/tabulation as basis. The committee’s en 
banc evaluation will then be submitted to the Governance 
Committee for review prior to submission to the Board of 
Directors for notation/ confirmation. For data on attendance, 
the PBCom Corporate Secretary’s Office will provide the official 
records. 
 
Board Committee’s en banc evaluation - The Board Committee 
will accomplish this evaluation form en banc. The Committee 
en banc will go over each question carefully and assign a 
number from     1–10 (the lowest being not observed and the 
highest being largely observed which reflect the committee’s 
collective self-assessment of the degree of their committee’s 
compliance with the following corporate governance 
mechanisms using as basis the individual members’ personal 
evaluation. After the committee’s self-assessment, the 
Governance Committee (GC) will review and evaluate the 
Committee’s collective assessment prior to the submission to 
the Board of Directors for notation/confirmation. For data on 
actual attendance, the PBCom Corporate Secretary’s Office will 

 Evaluation of Board Committee’s Qualitative 
Performance 

 Actual Director’s Attendance in Board 
Committee meetings, Section E.2. of the 
Revised Code of Corporate Governance (SEC 
Memorandum Circular 6 of 2009) states that 
the “Board may also provide for the 
temporary disqualification of a director for 
any of the following reasons: x x x (ii) 
Absence in more than fifty (50) percent of all 
regular and special meetings of the Board 
during his incumbency, or any twelve (12) 
months period during the said incumbency, 
unless the absence is due to illness, death in 
the immediate family or serious accident. x x 
x 
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provide the official records. 

Individual 
Directors 

Director’s Self-assessment Questionnaire – Every director 
accomplishes a Performance Evaluation self-assessment 
questionnaire by going over each question carefully and 
assigning a number from 1–10 (the lowest being not observed 
and the highest being largely observed to reflect his/her self-
assessment of the degree of his/her compliance with the 
following corporate governance mechanisms. After the 
director’s self-assessment, the Governance Committee (GC) will 
indicate its own evaluation of the Director’s performance on 
the corresponding spaces provided. For data on actual 
attendance, the PBCom Corporate Secretary’s Office will 
provide the official records. 

 Evaluation of Director’s Qualitative 
Performance – Maximum of 80 points. 

 On a Director’s Attendance, Section E.2. of 
the Revised Code of Corporate Governance 
(SEC Memorandum Circular 6 of 2009) states 
that the “Board may also provide for the 
temporary disqualification of a director for 
any of the following reasons: x x x (ii) 
Absence in more than fifty (50) percent of all 
regular and special meetings of the Board 
during his incumbency, or any twelve (12) 
months period during the said incumbency, 
unless the absence is due to illness, death in 
the immediate family or serious accident. x x 
x” – Maximum of 40 points. 

CEO/ 
President 

All efforts and energy of Bank’s employees shall be aligned and 
maximized towards the achievement of Bank’s corporate goals, 
therefore, quality performance of each individual employee at 
all levels in the organization is to be managed and recognized.  
 
In order to achieve this mission, the Bank utilize the 
Performance Management System to provide the company a 
systematic method of Planning, Monitoring and Evaluating the 
contribution and efficiency of its employees against 
expectations and work standards.  
 
The process involves Business Planning, Performance Planning/ 
Contracting, Performance Monitoring & Coaching, Performance 
Assessment/ Appraisal and Performance Rewarding/ 
Recognizing 

• Financial results - Deliver sustainable 
financial results with balanced risk 

• Franchise/Customer - Become the bank of 
choice in every market serve and most 
admired for customer care  

• People/Teamwork – Ensure the full 
engagement of Human Capital while working 
for One Bank, One team and for One Mission 

• Process/Risk/Compliance – Build a strong, 
reliable,  creditable and compliant bank 

 
N. INTERNAL BREACHES AND SANCTIONS 
 

Discuss the internal policies on sanctions imposed for any violation or breach of the corporate governance manual involving 
directors, officers, management and employees.  

Violations Sanctions 

The seriousness of an act or omission is 
determined by combination of factors 
which include the subject matter of the act, 
the degree of malice intended and the 
actual harm, damage or loss arising from 
such act.  
 
Hence, all acts or omissions as a 
consequence of any breach of the provision 
of the Code of Conduct shall be categorized 
as: Minor Offense, Major Offense and 
Grave Offense  

Written warning – a written reminder to the employee and advises him of the 
acceptable norms of behavior in relation to act or omission committed; 
Written reprimand – a documented censure to the employee for an established 
offense with stern warning that repetition of the same offense shall subject the 
offender to penalty of suspension; 
Suspension – a physical detachment from service and Bank premises for a 
determined period of time without salary and benefits for the duration of the 
suspension; and 
Dismissal – a dishonorable separation from the service in cases of dismissal, the 
employee automatically forfeits all benefits which would normally accrue to on 
retirement or separation for reason other than for cause. 
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PATRICIA MAY T" SIY
President and Chief Executive Officer

a) P,/*_v(*^_\/
Manupr, nxunr:s nrcosEco -

Treasurer

Comptroller'

PBCom Tower 6795 Ayolo Avenue corner
V.A. Rufino 51.,1226 MokotiCity, Philippines
+632 83G7000
www.pbcom.com.ph

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

'fhe Management of Philippine Bank of Communications (the Group) is responsible for the
preparation and fair presentation of the financial statements for the years ended December 3I,2075,
2014 and 2013, including the additional components attached therein, in accordance with the
prescribed Philippine Financial Repolting Standards, This responsibility includes designing and
implementing internal controls relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fi'aud or error, selecting and
applying appropriate accounting policies, and makirrg accounting estimates that are reasonable in the
ciroumstances.

The Board of Directors reviews and approves the financial statements and submits the same to the
Stockholdels.

Sycip, Gorres, Velayo and Co., the independent auditors, appointed by the stockholders has
examined the financial statements of the Group in accordance with Philippine Standards on Auditing,
and in its reporl to the stockholders, has expressed its opinion on the fairness of presentation upon
cornpletion of such examination.

ERIC O" RECTO
Chairman of the Board

Signed this 3oth day of March 2015
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AUDITED FINANCIAL STATEMENTS

SEC Registration Number
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Form Type Department requiring the report    Secondary License Type, If Applicable

  A A F S

C O M P A N Y   I N F O R M A T I O N

Company’s Email Address Company’s Telephone Number Mobile Number

830-7000

No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)

12/31

CONTACT PERSON INFORMATION

The designated contact person MUST be an Officer of the Corporation

Name of Contact Person Email Address  Telephone Number/s Mobile Number

Angelo Patrick F. Advincula

CONTACT PERSON’s ADDRESS

NOTE 1 :   In case of death, resignation or cessation of office of the officer designated as contact person, such incident shall be reported to the
Commission within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person
designated.

2  :   All Boxes must be properly and completely filled-up.  Failure to do so shall cause the delay in updating the corporation’s records with
the Commission and/or non-receipt of Notice of Deficiencies.  Further, non-receipt of Notice of Deficiencies shall not excuse the corporation from
liability for its deficiencies.
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Syoip Gorres Velayo & Co. Tel: (632) 891 0307
6760 Ayala Avenue Fax: (632) 819 0872
1226 Makati City ey.com/ph
PhiliDDines

BOA/PRC Reg. No.0001,
December 14,2O15, valid until December 31, 2O1a

SEC Accreditation No. 0012-FR-4 (Group A),
November 10. 20'15. valid until Novelnber 9, 2018

INDEPENDENT AUDITORS' REPORT

The Stockholders and the Board of Directors
Philippine Bank of Communications
PBCom Tower
6795 Ayala Avenue corner V. A. Rufino Street
Makati Citv

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Philippine Bank of
Communications and subsidiaries (the Group) and the parent company financial statements of
Philippine Bank of Communications (the Parent Company), which comprise the statements of
financial position as at December 31, 2015 and2014, and the statements of income, statements of
comprehensive income, statements of changes in equity and statements of cash flows for each of the
three years in the period ended December 31,2015, and a summary of significant accounting policies
and other explanatory information.

Management's Re spons ibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Philippine Financial Reporting Standards, and for such internal control as

management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors' Responsib ility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with Philippine Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements, The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. ln making those risk assessments, the auditor considers intemal control relevant to the entity's
preparation and fair presentation ofthe financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the''entity's internal control. An audit also includes evaluating the appropriateness of the accounting
policies used and the reasonableness of accounting estimates made by management, as well as

evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Group and of the Parent Company as at December 31, 2015 and2014, and their financial
performance and their cash flows for each of the three years in the period ended December 31,2015,
in accordance with Philippine Financial Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulations 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information requii'ed under Revenue Regulations 15-2010 in
Note 37 to the financial statements is presented for the purpose of filing with the Bureau of Internal
Revenue and is not a required part of the basic financial statements. Such information is the
responsibility of the management of the Parent Company, The information has been subjected to the
auditing procedures applied in our audit of the basic financial statements. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements taken
as whole.

SYCIP GORRE,S VELAYO & CO.

fuiu,* Q . O'G-^^
Adrienne A. Abarca

CPA Certificate No. 92126
SEC Accreditation No, 0466-AR-3 (Group A),

February 9,2016, valid until February 8,2019
Tax Identification No, 163-257-145
BIR Accreditation No. 08-001998-61-2015,

February 27,2015, valid until February 26,2018
PTRNo, 5321601, January 4,2016, Makati City

March 30.2016
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PHILIPPINE BANK OF'COMMUNICATIONS AND SU

STATEMENTS OF FINANCIAL POSITION

Consolidated

,m.,m

December 31

2015

2014
(As restated -

Note 7) 2015 2014
(Amounts in Thousands)

ASSETS
Cash and Other Cash Items
Due from Bangko Sentral ng Pilipinas

Qllotes l9 and 20)
Due from Other Banks
Interbank Loans Receivable and Securities

Purchased Under Resale Agreements
(Note 9)

Financial Assets at Fair Value through Profit or
Loss (Note l0)

Equity Securities at Fair Value through Other
Comprehensive Income Olote I l)

lnvestment Securities at Amortized Cost
(Note 12)

Loans and Receivables (Note 13)
Investments in Subsidiaries and an Associate

(Note 8)
Property and Equipment (Note l4)

At cost
At appraised value

Investment Properties (Note 15)

Condominium units for lease

Foreclosed properties
Office units for lease

Goodwill(Note 7)
Intangible Assets Q.lote l6)
Deferred Tax Assets - net (Note 31

Other Assets

TOTAL ASSETS

LIABILITIES

LIABILITIES
Deposit Liabilities
Demand
Savings
Time

Bills Payable (Note 20)
Outstanding Accepta nces

Manager's Checks
Accrued Interest, Taxes and Other Expenses

(Note 2l )
lncome Tax Payable
Deferred Tax Liabilities - net (Note 3l)

P1,343,340

11,909,774
2,009,522

229,281

395,258

44,452

14,468,390
36,502,141

12,ll3

1,271,792
519,010

4,799,635
880,234

19,142
178,456
824,816

Pl,181,592

12,522,613
r,636,641

832,604

684,2t9

42,975

13,270,864
33,5 14,958

11,645

l,401,991
489,039

3,959,178
7 51,250

178,456
823,392

F 1,311,615

1l,839,46I
1,796,592

229,281

395,258

44,452

14,468,390
34,629,214

854,841

I,199,503
470,113

4,799,635
681,408

L9,142

558,066

Pl,153,418

t2,463,067
1,315,645

832,604

684,2r9

42,975

l3,256,3 1 0

32,306,710

854,841

1,320,699
441,307

3,959,1 78
566,058

554,742

5,054,764
40.724.117

58,302,353
6,481,620

42,065
108,914

539,185
29,774

1,033,544

45,266
589.10r

?7r.935.784

P9,221,026
4,228,259

59,1 18,103
3,425,427

25,620
21 I,130

534,113
25,258

74r,322
636,272

767

P12,610,784
4,507,544

579.546

P9,450,291
3,487,5 l0

57,756,221
3,421,652

25,620
2l 1,130

521,673
8,770

62r,893
600,824

18s 44.81

Other Liabilities (Note 22) 614,838

56,555,513
6,296,962

42,065
108,914

501,415
10,241

911,399
606,433

RNAL REVEi'I
r:RGF IiXPAYTI<b )E|1
i's 1f^prvEeS ASSISTANCE

RECEI
ti^t{gt, 

\1AY L. LIGANJE

TOTAL LIABILITIES 65,032,842 63,167,783

(Forward)

67,152,293 64,717,305

ililil||ilIil il ililil iltililil ilil iltil flil ilil ilil ilil ilil



a

Consolidated Parent Company
December 31

2015

2014
(As restated -

Note 7) 2015 2014
(Amounts in Thousands)

EQUTTY ATTRIBUTABLE TO EQUITY
HOLDERS OF THE PARENT COMPANY

Common stock fNote 24)
Subscribed common stock - net Q\ote 24)
Additional paid-in capital
Surplus reseryes (Note 24)
Deficit (Note 24)
Unrealized gain on equity securities canied at fair

value through other comprehensive
income (Note I l)

Revaluation increment on land, office units and
condominium properties (Notes l4 and l5)

Cumulative translation adjustment
Remeasurement losses on defined benefit liabiliW

O{ote 28)

P7,489,L14
3,187,019

813,601
105,772

(2,745,295\

25,831

280,228
(52,394)

P7,489,1r4
t,792,698

813,601
105,772

(2,948,s96)

24,354

247,743
(27,392)

25,831

279,442
(52,394)

24,354

247,743
(27,392)

P7,489,114 P7,489,114
3,187,019 L,7g2,6gg
813,601 813,601
105,772 105,772

(2,8t9,842) (2,95t,928)

(172,6651 (27t,235) (170,647) (270.427\

NON-CONTROLLING INTERESTS

g,g3l,21l

(7,188)

7,226,059

(7,s80)

8,857,896 1 ))7 \?5

TOTALEQUITY 9,924,023 7,218,479 9,857,996 7,223,535

TOTAL LIABTLITIES AND EQUITY P76,076,3L6 F71,935,784 P73,890,738 F70,391,318

See acconpanying Notes to Financial Stalemenls.
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PHILIPPINE BANK OF COMMUNICATIONS AND SUBSIDIARIES
STATEMENTS OF CASH FLOWS

Consolidated Parent Companv
Years Ended December 3l

2014
(As restated -

CASH FLOWS FROM OPERATING
ACTIVITIES

Income before income tax
Adjustments to reconcile income before income

tax to net cash generated from (used for)
operatlons:
Fair value gain on investment properties

(Note 15)
Provision for (reversal of) credit and

impairment losses (Note l8)
Depreciation and amortization

(lllotes 14 and 16)

Accretion of interest on unquoted debt
securities (Note l3)

Loss (gain) from sale of investment
securities at amortized cost (Note l2)

Profits from assets sold (Note 15)
Loss (gain) on assets exchanged Clllote I 5)
Unrealized loss on financial assets at

FVTPL
Share in net income of associate (Note 8)
Accretion of interest on bills payable

(Note 20)
Amortization of uneamed income credited

to interest income - others (Note 22)
Gain from sale of available-for-sale

investments (Note 27)
Changes in operating assets and liabilities:

Decrease (increase) in the amounts of
Financial assets at FVTPL
Loans and receivables
Other assets

Increase (decrease) in the amounts of
Deposit liabilities
Mmager's checks
Accrued interest, taxes and other

expenses
Other liabilities

2013

P690,018 F410,100 P2,029,9J0

2014 20t3

F40s,858 P2,028,668

(3 80,407) (248,914)

(le8,s4l) (402,67s)

192,927 133,239

(262,937) (262,920)

258
(8,86s) (10,703)
21,539 (23,385)

s,509 
:

210,893 802,373

(197,642) (774,ss7)

- (1,s20,s83)

Note 2015
Thousands)

Ps88,247

(94t,728)

443,802

290,531

(r82,628)

(48,174)
(5,335)
(t,702),

3,136
(468)

(380,407) Q48,9r4)

(1e4,853) (402,67s)

r97 ,961 133,239

(262,937) (262,920')

258
(e,01e) (r0,703)
2t,43s (23,38s)

5,s09
(361) (r,262)

210,893 802,373

(1e7,642) (774,ss7)

- (1,s20,583)

(929,151)

391,493

270,192

(182,628\

(48,17 4)
(4,608)

215

3,136

285,82s r,422,921 (104,909) 285,825 r,422,92t (104,909)
(3,268,639) (7,152,754) (8,46r,923) (2,s63,072) (7,112,s05) (8,461,923)

(14,4741 (222,188) (169,t04) (6,328) (224,642) (169,104)

(817,263) 10,281,808 15,924,t83 (1,202,221) 10,47s,724 15,924,t83
(102,216)

5,012

37,629 106,451 (102,216) 37 ,629 106,4s I

(9,743) 63,356 (20,2s8) (18,939) 63,3 5 6
134 A

Net cash generated from (used for) operations (3,588,449) 4,218,744 7,076,380 (3,414,759) 4,629,294 7,076,380

Net cash provided by (used in) operating
activitios (3,79s,945) 4,022,522 6,773,968 (3,593,529) 4,430,s22 6.773.968

CASH FLOWS FROM INVESTING
ACTIVITIES

Decrease (increase) in interbank loans
receivable

Acquisitions of:
lnvestment securities at amortized cost
Property and equipment (Note 14)
Chattel mortgage
Software
Investme
Subsi fll'€lY
Available-

Proceeds from:
Investment
Disposals

(Note I

89,440 (44,769)

(2,009,366) (1,026,686)

,.(56,435)

(st2,s23)
(19,978)

(r s0,2ss)
(1, r 33)

/41 SSq\
ANC

stb,s \
,837

(3,422)

(409,340)

(301,659)
(20,479)

(63,878,979)

I 7,815

89,440

(2,009,366)
(136,840)
(45,411\
(56,435)

(8,632)

845,460

49,399

(44,769)

(1,0 I 6,670)
(s09,729)
(l 9,978)

(l s0,25 5)
(1,133)

(852,84 l)

496,836

23,551

(3,422)

(409,340)

(301,659)
(20,479)

(63,878,979)

17,815

(Forward) ANE

720
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Consolidated Parent Company
Years Ended December 31

2014
(As restated -

2015 Note 7) 20t3 2015 2014
(Amounts in Thousands)

Matured investment securities - 6,562,880
Sale ofavailable-for-sale investments 60.196.080

Disposals of investment properties
(Note l5)

Disposal of chattel mortgage
P25,184 ?172,t57 ?62,379
16,076 900

Pl9,064 FI71,507 P62,379
16,076 900

- 6,562,880
60.196.080

Net cash provided by (used in) investing
activities G,240,618) 5,458,55 r (4.337.60s) 0.237.30$ 4.660.299 (4.337.605)

CASH FLOWS FROM FINANCING
ACTIVITIES

Availments of:
Bills payable
Outstanding acceptances
Marginal deposits

Settlements ot
Bills payable
Outstanding acceptances
Marginal deposits

Proceeds from shares subscription (Note 24)

39,069,1I7 25,647,949 t4,045,3t7 38,783,769 25,647,949 t4,045,317
567,502 t,248,917 2,825,687 567,502 1,248,9t7 2,825,687

37 ,9t3 ',I ,602 269 ,007 31 ,913 (7 ,602) 269,007

(36,012,924) (3t,936,967) (r3,212,96r) (3s,908,ss8) (31,895,431) (t3,212,96t)
(5sr,0s6) (1,266,485) (2,8r4,82r) (551,056) (r,266,485) (2,814,821)
(36,401) (7,602) (270,2s2) (36,401) 7,602 (270,2s2)

1,394,321 1,792,698 - 1,394,321 1,792,698

Net cash provided by (used in) financing
activities

EFFECT OF FOREIGN CURRENCY
TRANSLATION ADJUSTMENT (2s,002) (l 5,78 1) (6.726) (2s,002) 0 5.78 l) (6.726\

NET TNCREASE (DECREASE) rN CASH
AND CASH EQUTVALENTS (s93,093' 4,9s1,404 3,230,745 (568,346\ 4,602,688 3,230,745

CASH AND CASH EQUIVALENTS AT
BEGINNING OFYEAR

Cash and other cash items
Due from Bmgko Sentral ng Pilipinas
Due from other banks
Interbank Ioans receivable and securities

purchased under resale agreements

1,181,592 740,0t2 551,097
12,522,613 9,573,40'l 5,511,067
1,636,641 561,308 887,143

I,153,418 740,0t2 551,097
12,463,067 9,573,408 5,511,067
1,315,646 66I,308 887,143

JA 143.164 t57.879 952 164 157,879 952.55s
I 1.132 7,90r 15,735,295 tt.132.607 7 -901

CASH AND CASH EQUIVALENTS AT
END OF YEAR

Cash and other cash items
Due from Bangko Sentral ng Pilipinas
Due from other banks
Interbank loans receivable and securities

purchased under resale agreements

G.Iote34) 229,281 743,164 157,879 229,281 741,164 157,879
P15,490,917 F16,084,010 ?tt,132,607 p15,166,949 ?15,735,295 F11,132,607

OPERATIONAL CASII FLOWS FROM INTEREST
Consolidated Parent Company

1,343,340 1,181,592 740,0t2 1,311,615 1,153,418 740,0t2
11,909,774 t2,522,6t3 9,573,408 11,839,461 12,463,067 9,573,408
2,008,522 1,636,641 661,308 r,786,592 r,375,646 661,308

Years Ended December 3l
2015 20t4 2013 2015 20t4 2013

Interest paid
Interest received

(Amounts in Thousands)
P974,872 F986,131 F809,982 *932,702
3,131,233 3,026,918 2,184,973 2,799,462

?979,207 F809,982
2,996,212 2,t84,973

See accompanying Notes lo Financial Stalements

Date
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PHILIPPINE BANK OF COMMUNICATIONS AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

Philippine Bank of Communications (the “Parent Company”) is a publicly listed domestic
commercial bank organized in the Philippines, primarily to engage in commercial banking
services such as deposit products, loans and trade finance, domestic and foreign fund transfers,
treasury, foreign exchange and trust services through a network of 82 local branches and 11 other
banking offices.  The Parent Company’s principal place of business is at the PBCom Tower,
6795 Ayala Avenue corner V. A. Rufino Street, Makati City.

The Parent Company’s original Certificate of Incorporation was issued by the Securities and
Exchange Commission (SEC) on August 23, 1939.  On June 21, 1988, the Board of Directors
(BOD) of the Parent Company approved the amendment of Article IV of its Amended Articles of
Incorporation to extend the corporate life of the Parent Company for another 50 years or up to
August 23, 2039.  The Amended Articles of Incorporation was approved by the SEC on
November 23, 1988.

The Parent Company acquired a license to operate as an expanded commercial bank from the
Bangko Sentral ng Pilipinas (BSP) on December 24, 1993.  On March 31, 2000, the BSP’s
Monetary Board approved the amendment of the Parent Company’s license to regular commercial
banking.

On February 26, 2014, the BOD of the Parent Company approved the acquisitions of Rural Bank
of Nagcarlan, Inc. (RBNI) and Banco Dipolog, Inc. (BDI).  The acquisitions were completed in
2014 and both RBNI and BDI were consolidated with the Parent Company from the time the latter
gained control (see Note 7).

On May 9, 2014, the SEC approved the incorporation of the Parent Company’s wholly-owned
subsidiary, PBCOM Insurance Services Agency, Inc. (PISAI).

The Parent Company’s subsidiaries and associate, which are all incorporated in the Philippines,
are engaged in the following businesses:

Entity

Effective Percentage
of Ownership as of

December 31, 2015
and 2014 Line of Business

Subsidiaries
RBNI 96.32% Rural Bank
BDI 99.80% Rural Bank
PISAI 100.00% Insurance Agent
Associate
PBCom Finance Corporation (PBCom

Finance)
40.00% Financing Company
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Rehabilitation Plan
On March 15, 2004, the Parent Company and its majority stockholders entered into a Financial
Assistance Agreement (FAA) with the Philippine Deposit Insurance Corporation (PDIC) with the
following salient provisions:

1. Fresh capital infusion from the existing major stockholders amounting to P=3.00 billion;
2. Compliance at all times with a risk-based capital adequacy ratio (RBCAR) of at least 12.50%,

with any shortfall thereof to be covered by additional capital infusion from the major
stockholders (see Note 24);

3. Prohibition against the sale of, or lien or encumbrances on the controlling interest;
4. Sale of certain nonperforming assets (NPAs) to a Special Purpose Vehicle (SPV) and

amortization of losses from such sale based on SPV guidelines, with the necessary
modifications or amendments thereto;

5. Maximum direct loan from PDIC amounting to P=7.64 billion payable at the end of
ten (10) years with interest rate of 1.00% per annum;

6. Unless the loan is prepaid in accordance with the FAA, the major stockholders agree to
absolutely divest, sell or transfer their controlling interest to a strategic third party investor;
and

7. Prior approval from PDIC on the declaration, distribution, or payment of cash or stock
dividends; effecting any profit sharing or distribution of bonuses to directors and officers of
the Parent Company; transactions or activities not in accordance with the rehabilitation plan;
and any single major capital expenditure.

On March 25, 2004, the BSP, through its Monetary Board, approved the revised Financial
Recovery and Rehabilitation Program of the Parent Company subject to the following conditions,
among others:

a. Infusion of the P=3.00 billion fresh capital (as required under the FAA discussed above) within
30 days from the approval date of the rehabilitation plan; and

b. Existing appraisal increment reserve shall be allowed as part of unimpaired capital for
purposes of computing the regulatory ratios.

On March 26, 2004, the major stockholders infused the P=3.00 billion fresh capital to the Parent
Company as advances for future stock subscriptions, while waiting for the approval of the SEC on
the amendment of the Parent Company’s Articles of Incorporation covering the increase in the
authorized capital stock of the Parent Company by the creation of new preferred shares.  On
April 1, 2006, the SEC approved the capital increase of the Parent Company from P=14.50 billion
to P=17.50 billion.

Financial assistance
Proceeds from the PDIC loan amounting to P=7.64 billion were used by the Parent Company to
purchase government securities (GS Collateral), which were pledged to PDIC to secure such
obligation (see Note 22).  The 12.375% interest income on these securities, net of all taxes and the
corresponding 1.00% interest expense on the PDIC loan, represents PDIC’s income support to the
Parent Company.  Any interest income in excess of 85.00% of the actual losses from the sale of
NPAs to an SPV shall inure to PDIC’s benefit.  The actual loss on the sale of the NPAs (the SPV
losses) amounting to P=10.77 billion, which was charged on the year it was incurred, is the
difference between the net book value of the NPAs and the proceeds from such sale.  For
regulatory purposes, the loss was allowed under the regulations issued by the BSP for banks and
financial institutions availing the provisions of Republic Act No. 9182, The Special Purpose
Vehicle Act of 2002, to be deferred and amortized to profit or loss over ten (10) years.
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On September 29, 2011, the Parent Company requested for the substitution of the government
securities being used as collateral for the P=7.64 billion PDIC loan with other obligations of the
Republic of the Philippines and/or other acceptable risk-free instruments.  With the then prevailing
favorable market conditions, the existing GS Collateral provided a key opportunity for the Parent
Company to counteract the income support deficiency amidst the full recognition of the SPV
losses.

On January 5, 2012, the PDIC approved the Parent Company’s request for the substitution of the
government securities pledged as collateral for its P=7.64 billion loan from PDIC, subject to the
following conditions:

1. The existing government securities shall be replaced only with a similar type of government
securities maturing not earlier than the March 2014 loan maturity but no later than 2020, with
interest enough to (i) cover 20.00% final tax and 1.00% interest due to PDIC and (ii) provide
continuing income support to the Parent Company up to March 2014 as originally intended
under the 2004 FAA;

2. The substitution of the existing government securities shall be allowed in tranches with a
minimum of P=500.00 million per tranche and must be completed within a 4-month period
reckoned from the 1st tranche of government securities substitution.  Once the substitution of
the entire P=7.64 billion government securities have been completed, no further substitution
shall be allowed by PDIC until the loan matures in March 2014;

3. The existing government securities or a portion thereof, shall be released only after the
substitute government securities have been pledged to PDIC;

4. During the substitution period and until the settlement in full of the P=7.64 billion loan from
PDIC, the Parent Company commits to maintain a total market value of the government
securities at P=7.80 billion (see Note 22);

5. A periodic determination of the market value of the collateral aspect shall be made on a
monthly basis and every time a substitution is made and in cases of significant interest rate
movement in the market;

6. In the event of shortfall or decrease in the market value of the substitute government
securities, the Parent Company is bound to deliver additional collateral as may be acceptable
to PDIC, to restore and maintain the market value of government securities collateral to at
least P=7.80 billion.  PDIC may allow release of excess collateral upon written request of the
Parent Company;

7. Any yield (including the gain as a result of the substitution) on the substitute government
securities in excess of the cap of 85.00% of the actual SPV losses, shall inure to the benefit of
PDIC, pursuant to the FAA;

8. In no case shall any portion of the PDIC income support, including the gain as a result of the
substitution, be used to declare, distribute or pay cash or stock dividends, or effect any profit
sharing or distribution of bonuses to directors and officers of the Parent Company.

On November 14, 2012, the BOD of PDIC approved the request of the Parent Company for the
extension of the substitution up to December 31, 2013, to complete the GS Collateral substitution
process.

For the year ended December 31, 2013, total income received by the Parent Company, which
includes the gain arising from the sale of GS Collateral, net of all taxes and the corresponding
1.00% interest expense on the PDIC loan, amounted to P=6.14 billion.  The total income received
by the Parent Company from the income support is below 85.00% of the actual losses incurred
from the sale of NPAs.
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On March 26, 2014, the Parent Company exited the 10-year FAA with the settlement of the
P=7.64 billion PDIC loan that matured on that date.

Strategic third party investors
On July 26, 2011, pursuant to the FAA, the major shareholders of the Parent Company, namely
the Chung, Luy, and Nubla Groups, signed a Memorandum of Agreement (MOA) with ISM
Communications Corporation (the “ISM Group”), involving the sale of their entire stake in the
Parent Company to the ISM Group and the commitment of the Chung and Nubla groups to
reinvest the proceeds of the sale of their respective shares amounting to P=2.80 billion in the Parent
Company (see Note 24).

On October 31, 2011, the Monetary Board approved the ISM Group’s acquisition of the
controlling interest in the Parent Company.

On December 23, 2011, the ISM Group’s acquisition of the Parent Company was successfully
transacted through the Philippine Stock Exchange (PSE) via a special block sale.

On August 5, 2014, the Parent Company signed a subscription agreement with P.G. Holdings Inc.
(PGH), for the latter’s subscription of the Parent Company’s 181,080,608 common shares at
P=33.00 per share.  These shares will be issued out of the unissued portion of the Parent Company’s
authorized capital stock.  On August 6, 2014, in compliance with banking law and regulations, the
Parent Company and PGH submitted the subscription agreement to the BSP for its approval.

The subscription by PGH to new shares of the Parent Company amounting to P=5.98 billion was
approved by the BSP on September 23, 2014.  The first installment of P=1.79 billion was paid by
PGH on September 25, 2014.  Subsequently, on October 1, 2014, VFC Land Resources Inc.
(VFC) bought 59.24 million shares at P=33.00 per share from the ISM Group.  Both PGH and VFC
are owned by Lucio Co, bringing his total stake in the Parent Company to 49.99% (see Note 24).

On September 22, 2015, the Parent Company received the second installment payment amounting
to P=1.39 billion for the subscribed shares of PGH (see Note 24).

BSP Approvals
The BSP, in its Resolution No. 2088 dated December 14, 2012, approved the request of the Parent
Company to book P=1.92 billion revaluation increment resulting from the revaluation of PBCom
Tower and allowed the Parent Company to include the revaluation increment as part of unimpaired
and qualifying capital in computing for net worth and capital adequacy ratio.  Out of the
P=1.92 billion revaluation increment, P=1.57 billion was included in the carrying value of
condominium units for lease included under ‘Investment properties’.  Deferred tax liability
recognized and charged to the statement of income from the revaluation increment amounted to
P=470.95 million.  The remaining revaluation increment of P=359.29 million on condominium units
included under ‘Property and equipment’ was not recognized in the financial statements because
the Parent Company’s accounting policy for property and equipment, except land, is to carry these
assets at cost.
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2. Summary of Significant Accounting Policies

Basis of Presentation
The consolidated financial statements include the financial statements of the Parent Company and
its subsidiaries (collectively referred to herein as the “Group”) as of December 31, 2015 and 2014,
and for each of the three years in the period ended December 31, 2015, and of the Parent Company
as of December 31, 2015 and 2014, and for each of the three years in the period ended
December 31, 2015.

As discussed in Note 1, the subsidiaries were acquired/incorporated only in 2014.  Thus,
the Group’s first consolidated financial statements was as of and for the year ended
December 31, 2014.  The comparative statement of income as of and for the year ended
December 31, 2013 pertain to the Parent Company’s primary financial statements issued in that
year.

The financial statements have been prepared on a historical cost basis, except for financial assets
at fair value through profit or loss (FVTPL), equity securities at fair value through other
comprehensive income (FVTOCI) and investment properties that are measured at fair value, and
land classified as ‘Property and equipment’ that is measured at appraised value.  The financial
statements are presented in Philippine peso (PHP or P=) and all values are rounded to the nearest
thousand, unless otherwise stated.

The financial statements of the Parent Company include the accounts maintained in the Regular
Banking Unit (RBU) and Foreign Currency Deposit Unit (FCDU).  The functional currency of the
RBU and the FCDU is the PHP and United States dollar (USD), respectively.  For financial
reporting purposes, FCDU accounts and foreign currency-denominated accounts in the RBU are
translated into their equivalents in PHP, which is the Parent Company’s presentation currency
(see accounting policy on Foreign Currency Translation).  The financial statements individually
prepared for these units are combined after eliminating inter-unit accounts and transactions.

Each entity in the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency.  The functional
currency of the Parent Company’s subsidiaries is the PHP.

Statement of Compliance
The financial statements have been prepared in compliance with Philippine Financial Reporting
Standards (PFRS).

Presentation of Financial Statements
The Group and the Parent Company present its statement of financial position broadly in order of
liquidity.  An analysis regarding recovery or settlement within twelve (12) months after the
statement of financial position date (current) and more than twelve (12) months after the statement
of financial position date (non-current) is presented in Note 23.
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Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent Company
and its subsidiaries.  The consolidated financial statements of the Group are prepared for the same
reporting year as the Parent Company using consistent accounting policies.  Subsidiaries are
consolidated from the date on which control is transferred to the Parent Company.  The Parent
Company controls an investee if, and only if, the Parent Company has:

· Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee)

· Exposure, or rights, to variable returns from its involvement with the investee
· The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights result in control.  To support this
presumption and when the Parent Company has less than a majority of the voting or similar rights
of an investee, the Parent Company considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

· The contractual arrangement with the other vote holders of the investee
· Rights arising from other contractual agreements
· The Parent Company’s voting rights and potential voting rights

The Parent Company reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three (3) elements of control.  Consolidation
of a subsidiary begins when the Parent Company obtains control over the subsidiary and ceases
when the Parent Company loses control of the subsidiary.  Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated financial
statements from the date the Parent Company gains control until the date the Parent Company
ceases to control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries to align their
accounting policies with the Parent Company’s accounting policies.  All intra-group assets,
liabilities, equity, income, expenses and cash flows relating to transactions between entities in the
Group are eliminated in full on consolidation.

A change in ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.

When a change in ownership interest in a subsidiary occurs, which results in loss of control over
the subsidiary, the Parent Company:

· Derecognizes the assets (including goodwill) and liabilities of the subsidiary;
· Derecognizes the carrying amount of any non-controlling interest;
· Derecognizes the related other comprehensive income (OCI) recorded in equity and recycle

the same to the statement of income or surplus;
· Recognizes the fair value of the consideration received;
· Recognizes the fair value of any investment retained; and
· Recognizes any surplus or deficit in the statement of income.

Non-controlling Interests
Non-controlling interests represent the portion of profit or loss and net assets not owned, directly
or indirectly, by the Parent Company.
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Non-controlling interests are presented separately in the consolidated statement of income,
consolidated statement of comprehensive income, and within equity in the consolidated statement
of financial position, separately from equity attributable to the equity holders of the Parent
Company.  Any losses applicable to the non-controlling interests are allocated against the interests
of the non-controlling interests even if this results in the non-controlling interests having a deficit
balance.

Changes in Accounting Policies and Disclosures
The accounting policies adopted are consistent with those of the previous financial year, except for
the adoption of the following new and amended standards, which became effective beginning
January 1, 2015.  Unless otherwise stated, the adoption of these new and amended standards did
not have a material impact on the Group’s financial position and financial performance.

Philippine Accounting Standards (PAS) 19, Defined Benefit Plans: Employee Contributions
(Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans.  Where the contributions are linked to service, these should
be attributed to periods of service as a negative benefit.  These amendments clarify that, if the
amount of the contributions is independent of the number of years of service, an entity is permitted
to recognize such contributions as a reduction in the service cost in the period in which the service
is rendered, instead of allocating the contributions to the periods of service.

Annual Improvements to PFRSs (2010-2012 Cycle)

· PFRS 2, Share-based Payment - Definition of Vesting Condition
This improvement is applied prospectively and clarifies various issues relating to the
definitions of performance and service conditions which are vesting conditions, including:

- A performance condition must contain a service condition.
- A performance target must be met while the counterparty is rendering service.
- A performance target may relate to the operations or activities of an entity, or to those of

another entity in the same group.
- A performance condition may be a market or non-market condition.
- If the counterparty, regardless of the reason, ceases to provide service during the vesting

period, the service condition is not satisfied.

· PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination
The amendment is applied prospectively for business combinations for which the acquisition
date is on or after July 1, 2014.  It clarifies that a contingent consideration that is not classified
as equity is subsequently measured at FVTPL whether or not it falls within the scope of
PFRS 9, Financial Instruments.

· PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
of the Reportable Segments’ Assets to the Entity’s Assets
The amendments are applied retrospectively and clarify that:

- An entity must disclose the judgments made by management in applying the aggregation
criteria in the standard, including a brief description of operating segments that have been
aggregated and the economic characteristics (e.g., sales and gross margins) used to assess
whether the segments are ‘similar’.
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- The reconciliation of segment assets to total assets is only required to be disclosed if the
reconciliation is reported to the chief operating decision maker, similar to the required
disclosure for segment liabilities.

· PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation
Method - Proportionate Restatement of Accumulated Depreciation and Amortization
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset
may be revalued by reference to the observable data on either the gross or the net carrying
amount.  In addition, the accumulated depreciation or amortization is the difference between
the gross and carrying amounts of the asset.

· PAS 24, Related Party Disclosures - Key Management Personnel
The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, is a related party subject to the
related party disclosures.  In addition, an entity that uses a management entity is required to
disclose the expenses incurred for management services.

Annual Improvements to PFRSs (2011-2013 Cycle)

· PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
The amendment is applied prospectively and clarifies the following regarding the scope
exceptions within PFRS 3:

- Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.
- This scope exception applies only to the accounting in the financial statements of the joint

arrangement itself.

· PFRS 13, Fair Value Measurement - Portfolio Exception
The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied not only to financial assets and financial liabilities, but also to other contracts
within the scope of PFRS 9.

· PAS 40, Investment Property
The description of ancillary services in PAS 40 differentiates between the investment property
and owner-occupied property (i.e., property, plant and equipment).  The amendment is applied
prospectively and clarifies that PFRS 3, and not the description of ancillary services in
PAS 40, is used to determine if the transaction is the purchase of an asset or business
combination.  The description of ancillary services in PAS 40 only differentiates between
investment property and owner-occupied property (i.e., property, plant and equipment).

Early Adoption of PFRS 9 (2010 Version) in 2014
PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39, Financial
Instruments: Recognition and Measurement and applies to the classification and measurement of
financial assets and financial liabilities as defined in PAS 39.  PFRS 9 requires all financial assets
to be measured at fair value at initial recognition.  A debt financial asset may, if the fair value
option (FVO) is not invoked, be subsequently measured at amortized cost if it is held within a
business model that has the objective to hold the assets to collect the contractual cash flows and its
contractual terms give rise, on specified dates, to cash flows that are solely payments of principal
and interest on the principal outstanding.  All other debt instruments are subsequently measured at
FVTPL.  All equity financial assets are measured at fair value either through OCI or profit or loss.
Equity financial assets held for trading must be measured at FVTPL.  For FVO liabilities, the
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amount of change in the fair value of a liability that is attributable to changes in credit risk must be
presented in OCI, unless presentation of the fair value change in respect of the liability’s credit
risk in OCI would create or enlarge an accounting mismatch in profit or loss.  The remainder of
the change in fair value is presented in profit or loss.  All other PAS 39 classification and
measurement requirements for financial liabilities have been carried forward into PFRS 9,
including the embedded derivative separation rules and the criteria for using the FVO.

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2018.

The Monetary Board of BSP approved the guidelines governing the implementation and early
adoption of PFRS 9 on December 23, 2010, and issued the implementing guidelines under BSP
Circular Nos. 708, 733 and 761 on January 10, 2011, August 5, 2011 and July 20, 2012,
respectively.  The SEC also issued guidelines on the implementation of PFRS 9 on
May 16, 2011 under SEC Memorandum Circular No. 3 Series of 2011 which was later revised on
May 28, 2012.

On July 30, 2014, the Parent Company’s BOD approved the early adoption of PFRS 9
(2010 version) with initial application date of January 1, 2014.  The Parent Company opted to
adopt the said standard due to the following merits:

· Fewer financial assets classification, with clearer, principles-based classification requirements
that minimizes different interpretations and improves reporting comparability than PAS 39;

· Emphasis on fair value reporting which is more relevant to investors, shareholders, and other
financial reports users; and

· Gives greater emphasis to the relationship of the financial instruments acquired or originated
to what the Parent Company looks to do as a business.

In accordance with the transition provisions of PFRS 9 (2010 version), the classification of debt
financial assets that the Parent Company held at the date of initial application
(i.e., January 1, 2014) was based on the facts and circumstances of the business model in which
the financial assets were held at that date and on their contractual cash flow characteristics.

As a result of the adoption of PFRS 9 (2010 version), the following adjustments were made to the
Parent Company’s financial statements as of January 1, 2014:

Amount
Net increase in financial assets P=1,260,051
Net decrease in opening deficit 16,481
Net decrease in net unrealized losses on available-for-sale (AFS)

investments 1,219,413
Net increase in net unrealized gains on equity securities at

FVTOCI 24,157
Net increase in equity 1,260,051

Foreign Currency Translation
RBU
As at statement of financial position date, foreign currency-denominated monetary assets and
monetary liabilities of the RBU are translated into PHP based on the Philippine Dealing System
(PDS) closing rate prevailing at end of the year and foreign currency-denominated income and
expenses, based on the spot rate at date of transactions.  Foreign exchange differences arising from
the restatement of foreign currency-denominated monetary assets and liabilities in the RBU are
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credited to or charged against the statement of income in the year in which the rates change.  Non-
monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions.  Non-monetary items measured
at fair value in a foreign currency are translated using the exchange rates at the date when the fair
value was determined.

FCDU
As at statement of financial position date, the FCDU’s assets and liabilities are translated into
PHP, the Parent Company’s presentation currency, at the PDS closing rate prevailing at the
statement of financial position date, and income and expenses are translated at PDSWAR for the
year.  Exchange differences arising on translation are taken directly to the statement of
comprehensive income as ‘Cumulative translation adjustment’.

Fair Value Measurement
The Group measures financial instruments, such as financial assets at FVTPL, derivatives and
equity securities at FVTOCI, and non-financial assets such as land under ‘Property and
equipment’ and investment properties, at fair value at each statement of financial position date.
Also, fair values of financial instruments measured at amortized cost are disclosed in Note 4.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.  The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

· In the principal market for the asset or liability; or
· In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

· Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
· Level 2 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is directly or indirectly observable
· Level 3 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is unobservable
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For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between Levels in the hierarchy by reassessing
categorization (based on the lowest level input that is significant to the fair value measurement as
a whole) at the end of each statement of financial position date.

External valuers are involved for the valuation of investment properties.  Selection criteria include
market knowledge, reputation, independence, relevant accreditation, and whether professional
standards are maintained.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities
on the basis of the nature, characteristics and fair value hierarchy as explained above.

Cash and Cash Equivalents
For purposes of reporting cash flows, cash and cash equivalents include cash and other cash items,
amounts due from BSP and other banks, and interbank loans receivable and securities purchased
under resale agreements (SPURA) with original maturities of three (3) months or less from dates
of placements and that are subject to insignificant risks of changes in value.  Due from BSP
includes the statutory reserves required by the BSP which the Group considers as cash equivalents
as withdrawals can be made to meet the Group’s cash requirements as allowed by the BSP.  The
components of cash and cash equivalents are shown in the statement of cash flows.  Cash and cash
equivalents are carried at amortized cost in the statement of financial position.

SPURA
The Group enters into short-term purchases of securities under resale agreements of identical
securities with the BSP.  Resale agreements are contracts under which a party purchases securities
and resells such securities to the same selling party at a specified future date at a fixed price.  The
amounts advanced under resale agreements are carried as SPURA in the statement of financial
position.  SPURA are carried at cost.  Interest earned on resale agreements is reported as ‘Interest
income’ in the statement of income.

Financial Instruments - Date of Recognition
The Group recognizes financial instruments when, and only when, it becomes a party to the
contractual terms of the instrument.  Purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace are
recognized on the settlement date.   Settlement date accounting refers to:

a. The recognition of an asset on the day it is received by the Group; and
b. The derecognition of an asset and recognition of any gain or loss on disposal on the day that

such asset is delivered by the Group.

Any change in fair value of unrecognized financial asset is recognized in the statement of income
or in equity, depending on the classification of the financial asset.  Loans and receivables are
recognized when cash is advanced to the borrowers while financial liabilities are recognized when
cash is received by the Group.

Classification, Measurement, Reclassification and Impairment of Financial Assets (Upon
Adoption of PFRS 9)
Classification and measurement of financial assets
For purposes of classifying financial assets, an instrument is an ‘equity instrument’ if it is a non-
derivative and meets the definition of ‘equity’ for the issuer (under PAS 32, Financial
Instruments: Presentation).  All other non-derivative financial instruments are ‘debt instruments’.
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a. Financial Assets at Amortized Cost
Financial assets are measured at amortized cost if both of the following conditions are met:

· The asset is held within the Group’s business model whose objective is to hold assets in
order to collect contractual cash flows; and

· The contractual terms of the instrument give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Financial assets meeting these criteria are measured initially at fair value plus transaction
costs.  These are subsequently measured at amortized cost using the effective interest method,
less any impairment in value, with the interest calculated recognized as ‘Interest income’ in
the statement of income.  Gains and losses are recognized in the statement of income when the
financial assets are derecognized and impaired, as well as through the amortization process.
The losses arising from impairment of such investments are recognized in the statement of
income under ‘Provision for (reversal of) credit and impairment losses - net’.  The effects of
restatement on foreign currency-denominated financial assets at amortized cost are recognized
in the statement of income.

The Group classified ‘Cash and other cash items’, ‘Due from BSP’, ‘Due from other banks’,
‘Interbank loans receivable and SPURA’, ‘Loans and receivables’, and ‘Investment securities
at amortized cost’ as financial assets at amortized cost.

The Group may irrevocably elect at initial recognition to classify a financial asset that meets
the amortized cost criteria above as at FVTPL if that designation eliminates or significantly
reduces an accounting mismatch had the financial asset been measured at amortized cost.  As
at December 31, 2015, the Group has not made such designation.

b. Financial Assets at FVTOCI
At initial recognition, the Group can make an irrevocable election (on an instrument-by-
instrument basis) to designate equity instruments at FVTOCI.  Designation at FVTOCI is not
permitted if the investment in equity instrument is held for trading.

A financial asset is held for trading if:

· It has been acquired principally for the purpose of selling it in the near term; or
· On initial recognition, it is part of a portfolio of identified financial instruments that the

Group manages together and has evidence of a recent actual pattern of short-term profit-
taking; or

· It is a derivative that is not designated and effective as a hedging instrument or a financial
guarantee.

Investments in equity instruments at FVTOCI are initially measured at fair value plus
transaction costs.  Subsequently, these are measured at fair value, with no deduction for sale or
disposal costs.  Gains and losses arising from changes in fair value are recognized in OCI and
accumulated in ‘Unrealized gain on equity securities carried at FVTOCI’ in the statement of
financial position.  When the asset is disposed of, the cumulative gain or loss previously
recognized in ‘Unrealized gain on equity securities carried at FVTOCI’ is not reclassified to
statement of income, but is reclassified to ‘Deficit’.

The Group has designated certain equity instruments that are not held for trading as at
FVTOCI on initial application of PFRS 9 (see Note 11).
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Dividends earned on these investments in equity instruments are recognized in the statement
of income when the Group’s right to receive the dividends is established in accordance with
PAS 18, Revenue, unless the dividends clearly represent recovery of a part of the cost of the
investment.  Dividends earned are recognized in the statement of income, under
‘Miscellaneous income’.

c. Financial Assets at FVTPL
Debt instruments that do not meet the amortized cost criteria, or that meet the criteria but the
Group has chosen to designate as at FVTPL at initial recognition, are measured at fair value
through profit or loss.

Investments in equity instruments are classified as at FVTPL, unless the Group designates an
equity instrument that is not held for trading as at FVTOCI at initial recognition.

The Group’s financial assets at FVTPL include government securities held for trading
purposes.

As of December 31, 2015 and 2014, the Group has not designated any debt instrument that
meets the amortized cost criteria as at FVTPL.

Financial assets at FVTPL are carried at fair value, and realized and unrealized gains and
losses on these instruments are recognized as ‘Trading and securities gain (loss) - net’ in the
statement of income.  Interest earned on these investments is reported as ‘Interest income’ in
the statement of income while dividend income is reported under ‘Miscellaneous income’ in
the statement of income when the right of payment has been established.

The fair value of financial assets denominated in a foreign currency is determined in that
foreign currency and translated at the PDS closing rate at the statement of financial position
date.  The foreign exchange component forms part of its fair value gain or loss.  For financial
assets classified as at FVTPL, the foreign exchange component is recognized in the statement
of income.  For financial assets designated as at FVTOCI, any foreign exchange component is
recognized in OCI.

d. Derivative Instruments
Derivative instruments are initially recorded at fair value and carried as financial assets when
their fair value is positive and as financial liabilities when their fair value is negative.

Any gains or losses arising from changes in fair value of derivative instruments that do not
qualify for hedge accounting are taken directly to the statement of income.

Derivatives embedded in non-derivative host contracts that are not financial assets within the
scope of PFRS 9 (e.g., financial liabilities and non-financial host contracts) are treated as
separate derivatives when their risks and characteristics are not closely related to those of the
host contracts and the host contracts are not measured at FVTPL.  The Group assesses the
existence of an embedded derivative on the date it first becomes a party to the contract, and
performs reassessment only where there is a change to the contract that significantly modifies
the contractual cash flows.
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Reclassification of financial assets
The Group can reclassify financial assets if the objective of its business model for managing those
financial assets changes.  The Group is required to reclassify as follows:

· From amortized cost to FVTPL if the objective of the business model changes so that the
amortized cost criteria are no longer met; and

· From FVTPL to amortized cost if the objective of the business model changes so that the
amortized cost criteria start to be met and the instrument’s contractual cash flows are solely
payments of principal and interest on the principal outstanding.

Reclassification of financial assets designated as at FVTPL at initial recognition is not permitted.
A change in the objective of the Group’s business model must be effected before the
reclassification date.  The reclassification date is the beginning of the next reporting period
following the change in the business model.

Impairment of financial assets
The Group assesses at each statement of financial position date whether there is any objective
evidence that a financial asset or a group of financial assets measured at amortized cost is
impaired.   A financial asset or a group of financial assets is deemed to be impaired, if and only if,
there is objective evidence as a result of one or more events that had occurred after the initial
recognition of the asset and that loss event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganization and
where observable data indicate that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.
The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, or collectively for financial assets that are not
individually significant.

For individually assessed financial assets, the amount of the loss is measured as the difference
between the assets’ carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred).  The present value of the estimated
future cash flows is discounted at the financial asset’s original effective interest rate (EIR).  If a
loan has a variable interest rate, the discount rate for measuring any impairment loss is the current
EIR, adjusted for the original credit risk premium.  The calculation of the present value of the
estimated future cash flows of a collateralized financial asset reflects the cash flow that may result
from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is
probable.  If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group of financial assets is
collectively assessed for impairment.  Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognized are not included in a collective
assessment of impairment.
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For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis
of such credit risk characteristics as industry, past-due status and term.  Future cash flows on a
group of financial assets that are collectively evaluated for impairment are estimated on the basis
of historical loss experience for assets with credit risk characteristics similar to those in the group.
Historical loss experience is adjusted on the basis of current observable data to reflect the effects
of current conditions on which the historical loss experience is based and to remove the effects of
conditions in the historical period that do not exist currently.  Estimates of changes in future cash
flows reflect, and are directionally consistent with, changes in related observable data from year to
year (such as changes in unemployment rates, property prices, commodity prices, payment status,
or other factors that are indicative of incurred losses in the group and their magnitude).  The
methodology and assumptions used for estimating future cash flows are reviewed regularly by the
Group to reduce any differences between loss estimates and actual loss experience.

The carrying amount of the financial asset at amortized cost is reduced by the impairment loss
(included under ‘Provision for (reversal of) credit and impairment losses - net’ in the statement of
income) directly for all financial assets at amortized cost with the exception of ‘Loans and
receivables’, where the carrying amount is reduced through the use of an allowance account.
Loans and receivables, together with the associated allowance accounts, are written off when there
is no realistic prospect of future recovery and all collaterals have been realized.  The amount of
impairment loss is recognized under ‘Provision for (reversal of) credit and impairment losses - net’
in the statement of income.  Interest income continues to be recognized based on the original EIR
of the asset.  If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed through the statement of income to the extent
that the carrying amount of the financial asset at the date the impairment reversed does not exceed
what the amortized cost would have been had the impairment not been recognized.

Restructured loans
Where possible, the Group seeks to restructure loans rather than to take possession of collateral.
This may involve extending the payment arrangements and the agreement of new loan conditions.
Once the terms have been renegotiated, the loan is no longer considered as past due.  Management
continuously reviews restructured loans to ensure that all criteria are met and that future payments
are likely to occur.  The loan continues to be subject to an individual or collective impairment
assessment, calculated using the loan’s original EIR.  The difference between the recorded value
of the original loan and the present value of the restructured cash flows, discounted at the original
EIR, is recognized in ‘Provision for (reversal of) credit and impairment losses - net’ in the
statement of income.

Classification, Measurement, Reclassification and Impairment of Financial Assets (Prior to
Adoption of PFRS 9)
Classification and measurement of financial assets
The classification of financial assets at initial recognition depends on the purpose for which the
financial instruments were acquired and their characteristics.  The Group categorizes its financial
assets as: financial assets at FVTPL, differentiating those that are held-for-trading (HFT) and those
designated as such, loans and receivables, held-to-maturity (HTM) investments and AFS
investments.  Management determines the classification of its investments at initial recognition
and, where allowed and appropriate, re-evaluates such designation at every statement of financial
position date.
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a. HFT Investments
Financial instruments held for trading include government debt securities and quoted equity
securities purchased and held principally with the intention of selling them in the near term.
These securities are carried at fair value; realized and unrealized gains and losses on these
instruments are recognized as ‘Trading and securities gain (loss) - net’ in the statement of
income.  Interest earned or incurred on financial instruments held for trading is reported under
‘Interest income’ in the statement of income.

b. Financial Assets Designated at FVTPL
Financial assets classified in this category are designated by management on initial
recognition when any of the following criteria is met:

· The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or recognizing gains or losses on them on a
different basis;

· The assets are part of a group of financial assets which are managed and their performance
evaluated on a fair value basis, in accordance with a documented risk management or
investment strategy; or

· The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it
would not be separately recorded.

Financial assets designated at FVTPL are initially recognized in the statement of financial
position at fair value.  Changes in fair value of financial assets designated at FVTPL are
recorded under ‘Trading and securities gain (loss) - net’ in the statement of income.  Interest
earned is recognized as ‘Interest income’ in the statement of income.

c. Derivative Instruments
The Parent Company uses derivative instruments such as currency forwards as a means for
managing its foreign exchange exposures and its liquidity.  Such derivative instruments are
initially recorded at fair value on the date at which the derivative contract is entered into and
are subsequently remeasured at fair value.  Derivative instruments are carried as assets when
the fair value is positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of derivative instruments that do not
qualify for hedge accounting are taken directly to the statement of income.

The fair value of currency forward contracts is calculated by reference to current forward
exchange rates for contracts with similar maturity profiles.

d. Embedded Derivatives
The Group assesses the existence of an embedded derivative when it first becomes a party to
the contract and performs reassessment if there is a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required.

An embedded derivative is separated from the host financial or non-financial contract and
accounted for as a derivative if all of the following conditions are met:

· The economic characteristics and risks of the embedded derivative are not closely related
to the economic characteristic of the host contract;

· A separate instrument with the same terms as the embedded derivative would meet the
definition of a derivative; and

· The hybrid or combined instrument is not recognized at FVTPL.
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The Group determines whether a modification to cash flows is significant by considering the
extent to which the expected future cash flows associated with the embedded derivative, the
host contract or both have changed and whether the change is significantly relative to the
previously expected cash flows on the contract.

Embedded derivatives that are bifurcated from the host contracts are accounted for as financial
assets or financial liabilities at FVTPL.  Changes in fair values of embedded derivatives are
included in the statement of income.  Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

e. HTM Investments
HTM investments are quoted non-derivative financial assets with fixed or determinable
payments and with fixed maturities for which the Group has the positive intention and ability
to hold to maturity.  If the Group were to sell more than an insignificant amount of HTM
investments before maturity (other than in certain specific circumstances), the entire category
would be tainted and would have to be reclassified as AFS investments.  Furthermore, the
Group would be prohibited from classifying any financial assets as HTM investments for the
following two (2) years.

HTM investments are measured initially at fair value plus transaction costs that are directly
attributable to the acquisition of these assets.  After initial recognition, these investments are
subsequently measured at amortized cost using the effective interest method, less any
impairment in value.

f. Loans and Receivables
These are financial assets with fixed or determinable payments and fixed maturities that are
not quoted in an active market, other than:

· Those that the Group intends to sell immediately or in the near term and those that the
Group, upon initial recognition, designates as at FVTPL;

· Those that the Group, upon initial recognition, designates as AFS; and,
· Those for which the Group may not cover substantially all of its initial investment, other

than because of credit deterioration.

Loans and receivables are measured initially at fair value plus transaction costs that are
directly attributable to the acquisition of these assets.  After initial measurement, loans and
receivables are subsequently measured at amortized cost using the effective interest method,
less allowance for credit losses.

g. AFS Investments
AFS investments are those which are designated as such or do not qualify to be classified as
designated as financial assets at FVTPL, HTM investments or loans and receivables.  They are
purchased and held indefinitely, and may be sold in response to liquidity requirements or
changes in market conditions.

AFS investments are measured initially at fair value plus transaction costs that are directly
attributable to the acquisition of these assets.  After initial measurement, AFS investments are
subsequently measured at fair value.
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The effective yield component of AFS debt securities, as well as the impact of restatement on
foreign currency-denominated AFS debt securities, is reported in the statement of income.
The unrealized gains and losses arising from the fair valuation of AFS investments are
excluded from reported earnings and are reported as ‘Net unrealized gain (loss) on AFS
investments’ under OCI in the statement of comprehensive income.

When the security is disposed of, the cumulative gain or loss previously recognized in OCI is
recognized as ‘Trading and securities gain (loss) - net’ in the statement of income.  Where the
Group holds more than one investment in the same security, these are deemed to be disposed
of on a specific identification basis.  Interest earned on holding AFS investments are reported
as ‘Interest income’ using the EIR.  Dividends earned on holding AFS investments are
recognized in the statement of income as ‘Miscellaneous income’ when the right of payment
has been established.  The losses arising from impairment of such investments are recognized
as ‘Provision for (reversal of) credit and impairment losses - net’ in the statement of income.

Reclassification of financial assets
The Group may reclassify, in rare circumstances, non-derivative financial assets out of the HFT
investments category and into the AFS investments, loans and receivables or HTM investments
categories.  The Group may also reclassify, in certain circumstances, financial instruments out of
the AFS investments to loans and receivables category.  Reclassifications are recorded at fair
value at the date of reclassification, which becomes the new amortized cost.

The Group may reclassify a non-derivative trading asset out of HFT investments and into the loans
and receivables category if it meets the definition of loans and receivables and the Group has the
intention and ability to hold the financial assets for the foreseeable future or until maturity.

For a financial asset reclassified out of the AFS investments category to loans and receivables or
HTM investments, any previous gain or loss on that asset that has been recognized in OCI is
amortized to statement of income over the remaining life of the investment using the effective
interest method.  If the asset is subsequently determined to be impaired, the amount recorded in
OCI is recycled to the statement of income.

Reclassification is at the election of management, and is determined on an instrument-by-
instrument basis.  The Group does not reclassify any financial instrument into the FVTPL category
after initial recognition.

Impairment of financial assets
The Group assesses at each statement of financial position date whether there is any objective
evidence that a financial asset or a group of financial assets is impaired.  A financial asset or a
group of financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of the
asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably
estimated.

Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganization and
where observable data indicate that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.
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a. Financial Assets Carried at Amortized Cost
For financial assets carried at amortized cost, which include HTM investments and loans and
receivables, the Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant.  If there is objective evidence that an impairment
loss has been incurred, the amount of the loss is measured as the difference between the
asset’s carrying amount and the present value of the estimated future cash flows (excluding
future credit losses that have not been incurred).  The estimated future cash flows are
discounted at the financial asset’s original EIR.

If a financial asset carried at amortized cost has a variable interest rate, the discount rate for
measuring any impairment loss is the current EIR, adjusted for the original credit risk
premium.  The calculation of the present value of the estimated future cash flows of a
collateralized financial asset reflects the cash flows that may result from foreclosure less costs
for obtaining and selling the collateral, whether or not foreclosure is probable.  The carrying
amount of the asset is reduced through use of an allowance account and the amount of loss is
charged to the statement of income.  Interest income continues to be recognized based on the
original EIR of the asset.  Loans and receivables, together with the associated allowance
accounts, are written off when there is no realistic prospect of future recovery and all
collaterals have been realized.  If, in a subsequent year, the amount of the estimated
impairment loss decreases because of an event occurring after the impairment was recognized,
the previously recognized impairment loss is reduced by adjusting the allowance account.  If a
future write-off is later recovered, any amounts formerly charged are credited to the ‘Reversal
of credit and impairment losses - net’ in the statement of income.

If the Group determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses for impairment.  Those
characteristics are relevant to the estimation of future cash flows for groups of such assets by
being indicative of the debtors’ ability to pay all amounts due according to the contractual
terms of the assets being evaluated.  Assets that are individually assessed for impairment and
for which an impairment loss is, or continues to be, recognized are not included in a collective
assessment for impairment.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the
basis of such credit risk characteristics as industry, past-due status and term.  Future cash
flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of historical loss experience for assets with credit risk characteristics
similar to those in the group.  Historical loss experience is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period in
which the historical loss experience is based and to remove the effects of conditions in the
historical period that do not exist currently.  Estimates of changes in future cash flows reflect
and are directionally consistent with changes in related observable data from period to period
(such as changes in unemployment rates, property prices, commodity prices, payment status,
or other factors that are indicative of incurred losses in the group and their magnitude).  The
methodology and assumptions used for estimating future cash flows are reviewed regularly by
the Group to reduce any differences between loss estimates and actual loss experience.
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b. AFS Investments
For AFS investments, the Group assesses at each statement of financial position date whether
there is objective evidence that a financial asset or group of financial assets is impaired.

In the case of equity investments classified as AFS investments, this would include a
significant or prolonged decline in the fair value of the investments below its cost.  Where
there is evidence of impairment, the cumulative loss - measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in the statement of income - is removed from OCI and recognized in the
statement of income.

Impairment losses on equity investments are not reversed through the statement of income.
Increases in fair value after impairment are recognized in OCI.

In the case of debt instruments classified as AFS investments, impairment is assessed based on
the same criteria as financial assets carried at amortized cost.  However, the amount recorded
for impairment is the cumulative loss measured as the difference between the amortized cost
and the current fair value, less any impairment loss on that investment previously recognized
in the statement of income.  Future interest income is based on the reduced carrying amount
and is accrued based on the rate of interest used to discount future cash flows for the purpose
of measuring impairment loss.  Such accrual is recorded as part of ‘Interest income’ in the
statement of income.  If, in subsequent year, the fair value of a debt instrument increases and
the increase can be objectively related to an event occurring after the impairment loss was
recognized in the statement of income, the impairment loss is reversed through statement of
income.

c. Restructured Loans
Where possible, the Group seeks to restructure loans rather than to take possession of
collateral.  This may involve extending the payment arrangements and the agreement of new
loan conditions.  Once the terms have been renegotiated, the loan is no longer considered past
due.  Management continuously reviews restructured loans to ensure that all criteria are met
and that future payments are likely to occur.  The loans continue to be subject to an individual
or collective impairment assessment, calculated using the loan’s original EIR.  The difference
between the recorded value of the original loan and the present value of the restructured cash
flows, discounted at the original EIR, is recognized in ‘Provision for (reversal of) of credit and
impairment losses - net’ in the statement of income.

Financial Liabilities - Classification and Measurement
Financial liabilities are classified, at initial recognition, either as financial liabilities at FVTPL or
other financial liabilities at amortized cost.

Financial liabilities at amortized cost
These liabilities are classified as such when the substance of the contractual arrangement results in
the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares.  The components of issued financial instruments
that contain both liability and equity elements are accounted for separately, with the equity
component being assigned the residual amount after deducting from the instrument as a whole the
amount separately determined as the fair value of the liability component on the date of issue.
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These financial liabilities are measured initially at fair value, net of directly attributable transaction
costs.  After initial measurement, these liabilities are subsequently measured at amortized cost
using the effective interest method.

Amortized cost is calculated by taking into account any discount or premium on the issue and fees
that are an integral part of the EIR.

This accounting policy relates to the statement of financial position caption ‘Deposit liabilities’,
‘Bills payable’ and ‘Other borrowed funds’, which are not designated at FVTPL.

Derecognition of Financial Assets and Financial Liabilities
Financial assets
A financial asset (or, when applicable, a part of a financial asset or part of a group of financial
assets) is derecognized when:

· The rights to receive cash flows from the asset have expired;
· The Group retains the right to receive cash flows from the asset, but has assumed an obligation

to pay them in full without material delay to a third party under a ‘pass-through’ arrangement;
or

· The Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained the risks and rewards of the asset but has transferred the control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, and has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control over the asset, the asset is recognized to the extent of
the Group’s continuing involvement in the asset.  Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of original carrying amount of the
asset and the maximum amount of consideration that the Group could be required to repay.

Financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires.  When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as the derecognition of the original liability
and the recognition of a new liability.  The difference in the respective carrying amounts is
recognized in the statement of income.

Repurchase and reverse repurchase agreements
Securities sold under agreements to repurchase at a specified future date (‘repos’) are not
derecognized from the statement of financial position.  The corresponding cash received, including
accrued interest, is recognized in the statement of financial position as a loan to the Group,
reflecting the economic substance of such transaction.

Offsetting of Financial Instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currently enforceable legal right to set off the recognized amounts
and there is intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously.  The Group assesses that it has a currently enforceable right of offset if the right is
not contingent on a future event, and is legally enforceable in the normal course of business, event
of default, and event of insolvency or bankruptcy of the Group and all of the counterparties.



- 22 -

*SGVFS018070*

Investments in Subsidiaries and an Associate
Subsidiaries
A subsidiary is an entity in which the Parent Company holds more than half of the issued share
capital or controls more than 50% of the voting power, or exercises control over the operations
and management of the subsidiary.

Investments in subsidiaries in the Parent Company’s separate financial statements are accounted
for under the cost method of accounting.  Dividends received are reported as dividend income
when the right to receive the payment is established.

Associate
An associate is an entity in which the Parent Company has significant influence.  Significant
influence is the power to participate in the financial and operating policy decisions of the investee,
but is not control or joint control over those policies.

Under the equity method, an investment in an associate is carried in the statement of financial
position at cost plus post-acquisition changes in the Parent Company’s share of the net assets of
the associate.  Goodwill relating to an associate is included in the carrying value of the
investments and is not amortized.  The statement of income reflects the share of the results of
operations of the associate.  Where there has been a change recognized directly in the equity of the
associate, the Parent Company recognizes its share of any changes and thus, when applicable,
discloses in the statement of changes in equity.  When the Parent Company’s share of losses in an
associate equals or exceeds its interest in the associate, including any other unsecured receivables,
the Parent Company does not recognize further losses, unless it has incurred obligations between
the Parent Company and an associate are eliminated to the extent of the interest in the associate.

The financial statements of the associate are prepared for the same reporting period as the Parent
Company.  Where necessary, adjustments are made to bring the accounting policies in line with
those of the Parent Company.

In the separate or parent company financial statements, investments in associates are carried at
cost, less accumulated impairment in value.  Dividends earned on these investments are
recognized in the Parent Company’s statement of income as declared by the respective BOD of the
investees.

Upon loss of significant influence over the associate, the Parent Company measures and
recognizes any retained investment at its fair value.  Any difference between the carrying amount
of the associate upon loss of significant influence and the fair value of the retained investment and
proceeds from disposal is recognized in the statement of income.

Property and Equipment
Property and equipment, except land, are stated at cost less accumulated depreciation and
amortization and impairment in value.  Land is stated at appraised value.  The appraisal values
were determined by professionally qualified and independent appraisers.  The revaluation
increment resulting from revaluation is credited to ‘Revaluation increment on land, office units
and condominium properties’ under OCI, net of deferred tax liability.

The initial cost of property and equipment consists of its purchase price, including import duties,
taxes and any directly attributable costs of bringing the asset to its working condition and location
for its intended use.  Expenditures incurred after the property and equipment have been put into
operation, such as repairs and maintenance are charged against statement of income in the year in
which the costs are incurred.  In situations where it can be clearly demonstrated that the
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expenditures have resulted in an increase in the future economic benefits expected to be obtained
from the use of an item of property and equipment beyond its originally assessed standard of
performance, the expenditures are capitalized as an additional cost of property and equipment.

Construction in progress is stated at cost and includes cost of construction and other direct costs.
Construction in progress is not depreciated until such time that the relevant asset is completed and
put into operational use.

Depreciation on property and equipment is computed using the straight-line method based on the
estimated useful life (EUL) of the depreciable assets.  Leasehold improvements are amortized over
the EUL of the improvements or the terms of the related leases, whichever is shorter.

The EULs of components of property and equipment are as follows:

Years
Condominium properties 50
Buildings and improvements 25
Furniture, fixtures and equipment 5
Leasehold improvements 1-5

The residual values, EULs and methods of depreciation and amortization of property and
equipment are reviewed at each statement of financial position date and adjusted prospectively, if
appropriate.

Fully depreciated property and equipment are retained in the accounts until these are no longer
used and no further depreciation and amortization is charged to statement of income.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal.  Upon derecognition, the cost and the related
accumulated depreciation and amortization and any impairment in value of the asset are removed
from the accounts, and any resulting gain or loss (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is reflected as income or loss in the
statement of income.

Investment Properties
Investment properties are measured initially at cost, including transaction costs.  Transaction costs
represent nonrefundable taxes such as capital gains tax and documentary stamp tax that are for the
account of the Bank.  An investment property acquired through an exchange transaction is
measured at fair value of the asset acquired unless (a) the exchange transaction lacks commercial
substance or (b) the fair value of neither the asset received nor the asset given up is reliably
measurable, in which case, the cost of the investment property is measured at the carrying amount
of the asset given up.  Foreclosed properties are recorded as Investment properties upon: (a) entry
of judgment in case of judicial foreclosure; (b) execution of the Sheriff’s Certificate of Sale in case
of extra-judicial foreclosure; or (c) notarization of the Deed of Dacion in case of dation in payment
(dacion en pago).

Subsequent to initial recognition, investment properties are stated at fair value, which reflects the
prevailing market conditions at the statement of financial position date.  Gains or losses resulting
from changes in the fair values of investment properties are recognized in the statement of income
under ‘Fair value gain from investment properties’ in the period in which they arise.
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Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation, commencement of an operating lease to another party
or ending of construction or development.  Transfers are made from investment property when,
and only when, there is a change in use, evidenced by commencement of owner-occupation or
commencement of development with a view to sell.

For a transfer from investment property carried at fair value to owner-occupied property, the
asset’s deemed cost for subsequent accounting is its fair value at the date of change in use.  For
transfers from owner-occupied property to investment property under the fair value model, the
related properties are accounted for under property and equipment up to the time of change in use.
At that date, any difference between the carrying amount of the property and the fair value is to be
treated in the same way as a revaluation and be recognized in OCI and accumulated in equity.

The revaluation surplus included in equity in respect of an item of investment property may be
transferred directly to retained earnings when the asset is derecognized.  This may involve
transferring the whole of the surplus when the asset is retired or disposed of.  However, some of
the surplus may be transferred as the asset is used by an entity.  In such a case, the amount of the
surplus transferred would be the difference between depreciation based on the revalued carrying
amount of the asset and depreciation based on the asset’s original cost.  Transfers from revaluation
surplus to retained earnings are not made through profit or loss.

Investment properties are derecognized when they have either been disposed of or when they are
permanently withdrawn from use and no future benefit is expected from its disposal.  Any gains or
losses on retirement or disposal of investment properties are recognized in the statement of income
in the year of retirement or disposal under ‘Profit from assets sold’.

Business Combinations
Business combinations are accounted for using the acquisition method.  The cost of an acquisition
is measured as the aggregate of the consideration transferred, measured at acquisition date fair
value and the amount of any non-controlling interest in the acquiree.  For each business
combination, the acquirer elects whether to measure the non-controlling interest in the acquiree at
fair value or at the proportionate share of the acquiree’s identifiable net assets.  Acquisition-related
costs incurred are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and financial liabilities
assumed for appropriate classification and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the acquisition date.  This includes the
separation of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, any previously held equity interest is remeasured
at its acquisition date fair value and any resulting gain or loss is recognized in the statement of
income.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at
the acquisition date.  Contingent consideration classified as an asset or liability that is a financial
instrument and within the scope of PFRS 9, is measured at fair value with changes in fair value
recognized in the statement of income.  If the contingent consideration is not within the scope of
PFRS 9, it is measured in accordance with the appropriate PFRS.  Contingent consideration that is
classified as equity is not remeasured and subsequent settlement is accounted for within equity.
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Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling interests, and any previous interest held,
over the net identifiable assets acquired and liabilities assumed.  If the fair value of the net assets
acquired is in excess of the aggregate consideration transferred, the Group reassesses whether it
has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognized at the acquisition date.  If the
reassessment still results in an excess of the fair value of net assets acquired over the aggregate
consideration transferred, then the gain is recognized in the statement of income.

Intangible Assets
Intangible assets acquired separately are measured on initial recognition at cost.  The cost of
intangible assets acquired in a business combination is its fair value at the date of acquisition.
Following initial recognition, intangible assets, excluding goodwill and branch licenses, are
carried at cost less any accumulated amortization and any accumulated impairment losses.

The useful lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible assets may be impaired.  The
amortization period and method for an intangible asset with a finite useful life are reviewed at
least at each statement of financial position date.  Changes in the expected useful life or the
expected pattern of consumption of future economic benefits embodied in the asset is accounted
for by changing the amortization period or method, as appropriate, and treated as changes in
accounting estimates.  The amortization expens[e on intangible assets with finite lives is
recognized in the statement of income.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment
annually or more frequently, either individually or at the cash-generating unit (CGU) level.  The
assessment of indefinite life is reviewed annually to determine whether the indefinite life
continues to be supportable.  If not, the change in useful life from indefinite to finite is made on a
prospective basis.

Gains or losses arising from the derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
statement of income when the asset is derecognized.

Intangible assets consist of goodwill, branch licenses and software costs.

Goodwill
Goodwill acquired in a business combination is initially measured at cost being the excess of the
cost of the business combination over the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.  Following initial recognition, goodwill is
measured at cost less any accumulated impairment losses.

Branch licenses
These intangible assets were determined to have indefinite useful lives and are therefore not
amortized.  The useful life is reviewed annually to determine whether indefinite life assessment
continues to be supportable.  If not, the change in the useful life assessment from indefinite to
finite is made on a prospective basis.
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Software costs
Costs related to software purchased by the Group for use in operations are recognized as
‘Intangible assets’ in the statement of financial position.  Capitalized computer software costs are
amortized on a straight-line basis over two (2) to five (5) years.

Impairment of Non-financial Assets
At each statement of financial position date, the Group assesses whether there is any indication
that its non-financial assets may be impaired.  When an indicator of impairment exists or when an
annual impairment testing for an asset is required, the Group makes a formal estimate of the
recoverable amount.

Recoverable amount is the higher of an asset’s (or CGU’s) fair value less costs to sell and its value
in use (VIU) and is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent from those other assets or groups of assets, in which case, the
recoverable amount is assessed as part of the CGU to which it belongs.

When the carrying amount of an asset (or CGU) exceeds its recoverable amount, the asset (or
CGU) is considered impaired and is written down to its recoverable amount.

In assessing VIU, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset (or CGU).

An impairment loss is recognized only if the carrying amount of an asset exceeds its recoverable
amount.  An impairment loss is charged against the statement of income in the period in which it
arises, unless the asset is carried at a revalued amount, in which case, the impairment loss is
charged against the revaluation increment of the said asset.

A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset, but not to an amount higher than
the carrying amount that would have been determined (net of any depreciation) had no impairment
loss been recognized for the asset in prior years.  A reversal of an impairment loss is credited to
current statement of income, unless the asset is carried at a revalued amount, in which case, the
reversal of the impairment loss is credited to the revaluation increment of the said asset.

The following criteria are also applied in assessing impairment of specific assets:

Property and equipment
The carrying values of the property and equipment are reviewed for impairment when events or
changes in circumstances indicate the carrying values may not be recoverable.  If any such
indication exists and when the carrying values exceed the estimated recoverable amounts, the
assets or CGUs are written down to their recoverable amounts.

Goodwill
Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of the CGU (or group
of CGUs) to which the goodwill relates.  When the recoverable amount of the CGU (or group of
CGUs) is less than the carrying amount of the CGU (or group of CGUs) to which goodwill has
been allocated, an impairment loss is recognized immediately in the statement of income.
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Impairment losses relating to goodwill cannot be reversed for subsequent increases in its
recoverable amount in future periods.

Branch licenses
Branch licenses are tested for impairment annually at the statement of financial position date either
individually or at the CGU level, as appropriate.

Software costs
Software costs are assessed for impairment whenever there is an indication that these assets may
be impaired.

Government Loans with Low Interest Rates
Government loans with low interest rates are recognized initially at fair value and the difference
between the fair value of the loan and the proceeds of the loan is considered a form of government
grant (recorded under ‘Unearned income’) and is recognized as income over the period of the loan
using the effective interest method.

Common Stock and Additional Paid-in Capital
Common stocks are recorded at par.  Proceeds in excess of par value are recognized under equity
as ‘Additional-paid-in capital’ in the statement of financial position.  Incremental costs incurred
which are directly attributable to the issuance of new shares are shown in equity as a deduction
from proceeds, net of tax.

Subscribed Common Stock
Subscribed common stock is recognized at subscribed amount net of subscription receivable.  This
will be debited upon full payment of the subscription and issuance of the shares of stock.

Subscription Receivable
Subscription receivable refers to the total amount of subscription to be received.  The Parent
Company accounted for the subscription receivable as a contra equity.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured, regardless of when the payment is being made.
Revenue is measured at the fair value of the consideration received or receivable, taking into
account contractually defined terms of payment and excluding taxes or duty.  The Group assesses
its revenue arrangements against specific criteria in order to determine if it is acting as principal or
agent.  The following specific recognition criteria must also be met before revenue is recognized:

Interest income
Interest on financial instruments is recognized based on the effective interest method of
accounting.

The effective interest method is a method of calculating the amortized cost of a financial asset or a
financial liability and allocating the interest income or interest expense over the relevant period.

The EIR is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability.
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When calculating the EIR, the Group estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options) including any fees or incremental costs
that are directly attributable to the instrument and are an integral part of the EIR, but not future
credit losses.  Once a financial asset or a group of similar financial assets has been written down as
a result of an impairment loss, interest income is recognized thereafter using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss.

Service charges and penalties
Service charges and penalties are recognized only upon collection or accrued when there is
reasonable degree of certainty as to its collectability.

Fees and commissions
Loan fees that are directly related to acquisition and origination of loans are included in the cost of
the loan and are amortized using the effective interest method over the term of the loan.  Loan
commitment fees are recognized as earned over the term of the credit lines granted to each
borrower.  Loan syndication fees are recognized upon completion of all syndication activities and
where the Group does not have further obligation to perform under the syndication agreement.

Trading and securities gain (loss) - net
Trading and securities gain (loss) - net represents results arising from trading activities, including
gains and losses from changes in fair value of financial assets at FVTPL.

Dividends
Dividends are recognized when the Group’s right to receive the payments is established.

Rental
Rental income arising from leased premises is accounted for on a straight-line basis over the lease
terms of ongoing leases.

Expense Recognition
An expense is recognized when it is probable that a decrease in future economic benefit related to
a decrease in an asset or an increase in liability has occurred and the decrease in economic benefits
can be measured reliably.  Revenues and expenses that relate to the same transaction or other
event are recognized simultaneously.

Interest Expense
Interest expense for all interest-bearing financial liabilities are recognized in ‘Interest expense’ in
the statement of income using the EIR of the financial liabilities to which they relate to.

Retirement Benefits
Defined benefit plans
The Parent Company, BDI and RBNI maintain separate defined benefit plans covering all of their
respective officers and regular employees.

The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the statement of financial position date reduced by the fair value of plan assets and
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling.  The defined
benefit obligation is calculated annually by an independent actuary.  The present value of the
defined benefit obligation is determined by discounting the estimated future cash outflows using
interest rates on government bonds that have terms to maturity approximating the terms of the
related defined benefit liability.   The asset ceiling is the present value of any economic benefits
available in the form of refunds from the plan or reductions in future contributions to the plan.
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The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method.

Service costs, which include current service costs, past service costs and gains or losses on non-
routine settlements, are recognized as expense in the statement of income.  Past service costs are
recognized when plan amendment or curtailment occurs.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time, which is determined by
applying the discount rate based on government bonds to the net defined benefit liability or asset.
Net interest on the net defined benefit liability or asset is recognized as expense or income in the
statement of income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in OCI in the period in which they arise.  Remeasurements are not reclassified to
statement of income in subsequent periods.

Plan assets are assets that are held by a long-term employee benefit fund.  Plan assets are not
available to the creditors of the Group, nor can they be paid directly to the Group.  The fair value
of plan assets is based on market price information.  When no market price is available, the fair
value of plan assets is estimated by discounting expected future cash flows using a discount rate
that reflects both the risks associated with the plan assets and the maturity or expected disposal
date of those assets (or, if they have no maturity, the expected period until the settlement of the
related obligations).

The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain.

Defined contribution plans
The Parent Company also contributes to its contributory, defined-contribution type staff provident
plan based on a fixed percentage of the employees’ salaries as defined in the plan.

BDI also has another plan where it contributes an amount equal to 5.00% of the member’s plan
salary plus the contribution of the member as deducted from his plan salary.

Payments to the defined contribution plans are recognized as expenses when employees have
rendered service in exchange for these contributions.

Leases
The determination of whether an arrangement is, or contains a lease is based on the substance of
the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset.  A reassessment is made after inception of the lease only if one of the following applies:

a. There is a change in contractual terms, other than a renewal or extension of the arrangement;
b. A renewal option is exercised or extension granted, unless the term of the renewal or

extension was initially included in the lease term;
c. There is a change in the determination of whether fulfillment is dependent on a specified asset;

or
d. There is a substantial change to the asset.
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Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios a, c or d above, and at the date
of renewal or extension period for scenario b.

Group as lessee
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases.  Operating lease payments are recognized as an expense in the
statement of income on a straight-line basis over the lease term.

Group as lessor
Leases where the Group does not transfer substantially all the risks and benefits of ownership of
the assets are classified as operating leases.

Initial direct costs incurred in negotiating operating leases are added to the carrying amount of the
leased asset and recognized over the lease term on the same basis as the rental income.  Contingent
rents are recognized as revenue in the period in which they are earned.

Income Taxes
Current tax
Current tax assets and current tax liabilities are measured at the amount expected to be recovered
from or paid to the tax authority.  The tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted at the statement of financial position date.

Management periodically evaluates positions taken in the tax returns with respect to situations in
which applicable tax regulations are subject to interpretation and establishes provisions where
appropriate.

Deferred tax
Deferred tax is provided, using the balance sheet liability method, on all temporary differences at
the statement of financial position date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax assets are recognized for all deductible temporary differences, carryforward of
unused tax credits from the excess of Minimum Corporate Income Tax (MCIT) over the Regular
Corporate Income Tax (RCIT) and unused Net Operating Loss Carryover (NOLCO), to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences and the carryforward of unused tax credits from excess MCIT and unused NOLCO can
be utilized.  Deferred tax, however, is not recognized on temporary differences that arise from the
initial recognition of an asset or liability in a transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting income nor taxable income or loss.

The carrying amount of deferred tax assets is reviewed at each statement of financial position date
and reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilized.

Deferred tax liabilities are recognized for all taxable temporary differences, with certain
exceptions.



- 31 -

*SGVFS018070*

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are applicable to
the period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the statement of financial position date.

Current tax and deferred tax relating to items recognized directly in equity is recognized in OCI
and not in the statement of income.

Provisions
Provisions are recognized when an obligation (legal or constructive) is incurred as a result of a
past event and when it is probable that an outflow of assets embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

When the Group expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain.  The expense relating to any provision is presented in the
statement of income, net of any reimbursement.

If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time
value of money and, where appropriate, the risks specific to the liability.  When discounting is
used, the increase in the provision due to the passage of time is recognized as an ‘Interest expense’
in the statement of income.

Contingent Assets and Contingent Liabilities
Contingent assets are not recognized but are disclosed in the notes to financial statements when an
inflow of economic benefits is probable.  Contingent liabilities are not recognized in the financial
statements but are disclosed in the notes to financial statements, unless the possibility of an
outflow of assets embodying economic benefits is remote.

Earnings Per Share (EPS)
Basic EPS is computed by dividing the net income for the year by the weighted average number of
common shares outstanding during the year after giving retroactive effect to stock dividends
declared and stock rights exercised during the year, if any.

Diluted EPS is calculated by dividing the net income attributable to common shareholders by the
weighted average number of common shares outstanding during the year adjusted for the effects of
any dilutive potential common shares.

Dividends on Common Shares
Dividends on common shares are recognized as a liability and deducted from equity when
approved by the BOD of the Parent Company.  Dividends for the year that are approved after the
statement of financial position date are dealt with as an event after the statement of financial
position date.
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Segment Reporting
The Group’s operating businesses are organized and managed separately according to the nature
of the products and services provided, with each segment representing a strategic business unit
that offers different products and serves different markets.  Financial information on business
segments are presented in Note 6.  The Group’s assets producing revenues are located in the
Philippines (i.e., one geographical location).  Therefore, geographical segment information is no
longer presented.

Fiduciary Activities
Assets and income arising from fiduciary activities, together with related undertakings to return
such assets to customers, are excluded from the financial statements where the Parent Company
acts in a fiduciary capacity such as nominee, trustee or agent.

Events after the Statement of Financial Position Date
Post year-end events that provide additional information about the Group’s position at the
statement of financial position date (adjusting event) are reflected in the financial statements.

Post year-end events that are not adjusting events, if any, are disclosed when material to the
financial statements.

3. Significant Accounting Judgments, Estimates and Assumptions

The preparation of the financial statements in compliance with PFRS requires the Group to make
judgments, estimates and assumptions that affect the reported amounts of assets, liabilities, income
and expenses and disclosure of contingent assets and contingent liabilities.  Future events may
occur which will cause the assumptions used in arriving at the estimates to change.  The effects of
any change in estimates are reflected in the financial statements as they become reasonably
determinable.

Judgments and estimates are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Judgments
In the process of applying the Group’s accounting policies, management has made the following
judgments, apart from those involving estimations, which have the most significant effect on the
amounts recognized in the financial statements:

Operating leases

· Group as Lessor
The Group has entered into commercial property leases on its investment property
portfolio.  The Group has determined based on the evaluation of the terms and conditions of
the arrangements (i.e., the lease does not transfer the ownership of the asset to the lessee by
the end of the lease term, the lessee has no option to purchase the asset at a price that is
expected to be sufficiently lower than the fair value at the date the option is exercisable and
the lease term is not for the major part of the asset’s economic life), that it retains all the
significant risks and rewards of ownership of these properties and so accounts for these
contracts as operating leases.
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· Group as Lessee
The Group has entered into leases on premises it uses for its operations.  The Group has
determined, based on the evaluation of the terms and conditions of the lease agreements
(i.e., the lease does not transfer ownership of the asset to the lessee by the end of the lease
term, the lessee has no option to purchase the asset at a price significantly lower than fair
value and the lease term is not for the major part of the asset’s economic life), that the lessor
retains all significant risks and rewards of the ownership of these properties and so accounts
for these contracts as operating leases.

Fair value of financial instruments
Where the fair values of financial assets and financial liabilities cannot be derived from active
markets, they are determined using a variety of valuation techniques.  The inputs to these
valuation models are taken from observable markets where possible, but where this is not feasible,
a degree of judgment is required in establishing fair values.

The carrying values and corresponding fair values of financial assets and financial liabilities, as
well as the manner in which fair values were determined, are discussed in more detail in Note 4.

Business model test
The Group’s business model can be to hold financial assets to collect contractual cash flows even
when sales of certain financial assets occur.  PFRS 9, however, emphasizes that if more than an
infrequent number of sales are made out of a portfolio of financial assets carried at amortized cost,
the entity should assess whether and how such sales are consistent with the objective of collecting
contractual cash flows.  In making this judgment, the Group considers the following:

a. Sales or derecognition of debt instrument under any of the circumstance spelled out under
paragraph 7, section 2 of BSP Circular No. 708, Series of 2011;

b. Sales made due to occurrence of events specific to the Group that severely curtails the Group’s
access to regular sources of liquidity other than the lending facilities of the BSP as lender of
last resort in order to forestall the Group’s having to default on obligations or entering into
financial distress; and

c. Sales made due to occurrence of systemic events affecting the industry that severely curtails
access to credit and funding other than the lending facilities of the BSP as lender of last resort
in order to forestall the need for the Group to draw on the said emergency lending facilities.

In 2015, the Parent Company disposed of various securities under its hold-to-collect (HTC)
portfolio to realign the composition of Secondary Reserves as provided for under the Parent
Company’s Liquidity Contingency Plan (see Note 5 for the discussion on Liquidity Risk and
Funding Management).  In 2014, the Parent Company disposed of various securities under its
HTC portfolio to fund its lending requirement.

After each of the above disposals, the Parent Company assessed whether such sales are consistent
with the objective of the business model to collect contractual cash flows.  The Parent Company
concluded that despite these disposals, there is no change in its objective on managing the HTC
portfolio.  The disposals were made for specific reasons and do not constitute a change in the
Parent Company’s business model for the affected portfolio.  Thus, the remaining securities in the
affected portfolio will continue to be measured at amortized cost (see Note 12).

Cash flow characteristics test
When the financial assets are held within a business model to collect its contractual cash flows, the
Group assesses whether the contractual terms of these financial assets give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal outstanding, with
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interest representing time value of money and credit risk associated with the principal amount
outstanding.  The assessment as to whether the cash flows meet the test is made in the currency in
which the financial asset is denominated.  Any other contractual term that changes the timing or
amount of cash flows (unless it is a variable interest rate that represents time value of money and
credit risk) does not meet the amortized cost criteria.

Contingencies
The Group is currently involved in various legal proceedings.  The estimate of the probable costs
for the resolution of these claims has been developed in consultation with outside counsel
handling the Group’s defense in these matters and is based upon an analysis of potential results.
The Group currently does not believe that these proceedings will have a material adverse effect on
the financial statements.  It is possible, however, that future results of operations could be
materially affected by changes in the estimates or in the effectiveness of the strategies relating to
these proceedings (see Note 25).

Fair value of investment properties
Fair values of investment properties are determined using valuation methodologies acceptable
under PFRS and valuation standards.  Management determines the applicable valuation model
based on the related income generated from the asset.

Fair value measurement disclosures on investment properties are in Note 4.

Change in use of assets
PAS 40 requires management to use its judgment to determine whether a property qualifies as an
investment property.  The Group has developed criteria so it can exercise its judgment
consistently.  A property that is held to earn rentals or for capital appreciation or both and which
generates cash flows largely independently of the other assets held by the Group is accounted for
as investment properties.  On the other hand, a property that is used for operations or in the
process of providing services or for administrative purposes and which do not directly generate
cash flows as a stand-alone asset are accounted for as property and equipment.  The Group
assesses on an annual basis the accounting classification of its properties taking into consideration
the current use of such properties.

Reclassifications from and to investment properties are discussed in Notes 14 and 15.

Estimates and Assumptions
Impairment of loans and receivables
The Group reviews its loans and receivables at each statement of financial position date to assess
whether an allowance for credit losses should be recorded in the statement of income.  In
particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the level of allowance required.  Such estimates are based on
assumptions about a number of factors and actual results may differ, resulting in future changes to
the allowance.

In addition to specific allowance against individually significant loans and receivables, the Group
also makes a collective impairment allowance against exposures which, although not specifically
identified as requiring a specific allowance, have a greater risk of default than when originally
granted.  This collective allowance is based on any deterioration in the internal rating of the loan
or investment since it was granted or acquired.  These internal ratings take into consideration
factors such as any deterioration in credit history, industry, risk appetite and technological
obsolescence, as well as identified structural weaknesses or deterioration in cash flows.
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The carrying value of loans and receivables and allowance for credit losses on loans and
receivables are disclosed in Notes 13 and 18, respectively.

Impairment of non-financial assets

· Investments in Subsidiaries and an Associate and Property and Equipment
The Parent Company assesses impairment on its investments in subsidiaries and an associate
whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable.  Among others, the factors that the Parent Company considers
important which could trigger an impairment review on its investments in subsidiaries and an
associate include the following:

a. Deteriorating or poor financial condition;
b. Recurring net losses; and
c. Significant changes with an adverse effect on the subsidiary or associate have taken place

during the period, or will take place in the near future, the technological, market,
economic, or legal environment in which the subsidiary or associate operates.

The Group assesses impairment on its property and equipment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable.  Factors
that the Group considers important which could trigger an impairment review include the
following:

- Significant underperformance relative to expected historical or projected future operating
results;

- Significant changes in the manner of use of the assets or the strategy for overall business;
and

- Significant negative industry or economic trends.

The Group recognizes an impairment loss whenever the carrying amount of an asset exceeds
its recoverable amount.  The recoverable amount is computed based on the higher of the
asset’s fair value less cost to sell or VIU.  Recoverable amounts are estimated for individual
assets or, if it is not possible, for the CGU to which the asset belongs.

The carrying values of investments in subsidiaries and an associate and property and
equipment and are disclosed in Notes 8 and 14, respectively.

· Goodwill
The Group determines whether goodwill is impaired at least on an annual basis.  Goodwill is
written down for impairment where the net present value of the forecasted future cash flows
from the CGU is insufficient to support its carrying value.  The Group has used the cost of
equity as the discount rate for the VIU computation.  The Group determined the cost of equity
by reference to comparable entities using the capital asset pricing model.

The recoverable amount of the CGU has been determined based on a VIU calculation using
cash flow projections from a strategic plan covering a five-year period.  Key assumptions in
VIU calculation of the CGU are most sensitive to the discount rate and projected growth rate
used to extrapolate cash flows beyond the budget period.

The carrying value of goodwill of the Group is disclosed in Note 7.
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· Intangible Assets
The Group’s management conducts an annual review for any impairment in value of its
intangible assets.  Intangible assets are written down for impairment where the recoverable
amount is insufficient to support its carrying value.

An impairment loss recognized in prior periods shall be reversed if, and only if, there has been
a change in the estimates used to determine the asset’s recoverable amount since the last
impairment loss was recognized.  If this is the case, the carrying amount of the asset shall be
increased to its recoverable amount.  That increase is a reversal of an impairment loss.

The carrying value of intangible assets is disclosed in Note 16.

EULs of property and equipment and software costs
The Group reviews on an annual basis the EULs of property and equipment and software costs
based on expected asset utilization as anchored on business plans and strategies that also consider
expected future technological developments and market behavior.

It is possible that future results of operations could be materially affected by changes in these
estimates brought about by changes in the factors mentioned.  A reduction in the EULs of property
and equipment and software costs would increase the recorded depreciation and amortization
expense and decrease noncurrent assets.

The EULs of property and equipment and software costs are disclosed in Note 2.

Fair value determination of investment properties and revaluation of land
The Group carries its investment properties at fair value, with changes in fair value being
recognized in the statement of income.  In addition, it measures land at revalued amounts with
changes in appraised value being recognized in OCI.  The Group engages independent valuation
specialists to determine fair and appraised values on a periodic basis.

For condominium and office units under ‘Investment properties’, the valuer used a valuation
technique based on the income capitalization approach since these properties generate cash flows
through rental income.

The fair value of condominium and office units is most sensitive to the capitalization rate.  The
key assumptions used to determine the fair value of condominium and office units are further
discussed in Note 4.

Present value of defined benefit obligation
The cost of defined benefit plans, as well as the present value of the defined benefit obligation, is
determined using actuarial valuations.  The actuarial valuation involves making various
assumptions.  These include the determination of the discount rates and future salary increase
rates.  Due to the complexity of the valuation, the underlying assumptions and its long-term
nature, defined benefit obligations are highly sensitive to changes in these assumptions.  All
assumptions are reviewed at each statement of financial position date.

In determining the appropriate discount rate, management considers the present value of cash
flows (expected benefit payments) as of valuation date determined using the rates from the derived
zero yield curve.  The discount rate used is the single-weighted uniform discount rate, which when
applied to the same cash flows, results in the same present value as of the valuation date.  Future
salary increase rates are based on expected future inflation rates.
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The retirement asset and liability as of December 31, 2015 and 2014 is disclosed in Note 28.

Recognition of deferred tax assets
Deferred tax assets are recognized for unused tax losses and temporary differences to the extent
that it is probable that taxable profit will be available against which the unused tax losses and
temporary differences can be utilized.  Significant management judgment is required to determine
the amount of deferred tax assets that can be recognized, based upon the likely timing and level of
future taxable profits together with future tax planning strategies.  The recognized and
unrecognized deferred tax assets are disclosed in Note 31.

4. Fair Value Measurement

The following table provides the fair value hierarchy of the Group’s and the Parent Company’s
assets and liabilities measured at fair value and those for which fair values should be disclosed:

Consolidated
December 31, 2015

Fair Value

Carrying
 Value Total

Quoted Prices
in Active

Market
(Level 1)

Significant
Observable

 Inputs
 (Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets measured at fair value
Financial assets
Financial assets at FVTPL:
 Private bonds P=395,258 P=395,258 P=− P=395,258 P=−
Equity securities at FVTOCI 33,145 33,145 − 33,145 −

428,403 428,403 − 428,403 −
Non-financial assets
Investment properties:
 Condominium units for lease 4,799,635 4,799,635 − − 4,799,635
 Foreclosed properties:
  Land 506,702 506,702 − − 506,702
  Building and improvements 373,532 373,532 − − 373,532
 Office units for lease 19,142 19,142 − − 19,142
Land classified under Property and equipment 519,010 519,010 − − 519,010

6,218,021 6,218,021 − − 6,218,021
Assets for which fair values are disclosed
Investment securities at amortized cost:
 Government securities 12,274,555 11,052,229 2,686,580 8,365,649 −
 Private bonds 2,193,835 2,235,510 − 2,235,510 −
Loans and receivables:
 Receivables from customers:
  Corporate loans 23,967,491 24,873,213 − − 24,873,213
  Consumer loans 7,382,292 10,030,295 − − 10,030,295
 Unquoted debt securities 3,943,674 4,495,123 − − 4,495,123

49,761,847 52,686,370 2,686,580 10,601,159 39,398,631
P=56,408,271 P=59,332,794 P=2,686,580 P=11,029,562 P=45,616,652

Liabilities for which fair values are disclosed
Financial liabilities at amortized cost:
 Time deposits P=40,724,117 P=40,963,403 P=− P=− P=40,963,403
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Consolidated
December 31, 2014 (As restated - Note 7)

Fair Value

Carrying
 Value Total

Quoted Prices
in Active

Market
(Level 1)

Significant
Observable

 Inputs
 (Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets measured at fair value
Financial assets
Financial assets at FVTPL:
 Government securities P=307,644 P=307,644 P=235,987 P=71,657 P=−
 Private bonds 376,575 376,575 − 376,575 −
Equity securities at FVTOCI 31,668 31,668 − 31,668 −

715,887 715,887 235,987 479,900 −
Non-financial assets
Investment properties:
 Condominium units for lease 3,959,178 3,959,178 − − 3,959,178
 Foreclosed properties:
  Land 420,940 420,940 − − 420,940
  Building and improvements 330,310 330,310 − − 330,310
Land classified under Property and equipment 489,039 489,039 − − 489,039

5,199,467 5,199,467 − − 5,199,467
Assets for which fair values are disclosed
Investment securities at amortized cost:
 Government securities 12,096,616 11,402,317 9,216,374 2,185,943 −
 Private bonds 1,174,248 1,174,382 − 1,159,828 14,554
Loans and receivables:
 Receivables from customers:
  Corporate loans 21,114,876 22,044,782 − − 22,044,782
  Consumer loans 6,763,660 8,116,299 − − 8,116,299
 Unquoted debt securities 4,638,689 5,586,182 − − 5,586,182

45,788,089 48,323,962 9,216,374 3,345,771 35,761,817
P=51,703,443 P=54,239,316 P=9,452,361 P=3,825,671 P=40,961,284

Liabilities for which fair values are disclosed
Financial liabilities at amortized cost:
 Time deposits P=45,668,818 P=45,626,482 P=− P=− P=45,626,482

Parent Company
December 31, 2015

Fair Value

Carrying
 Value Total

Quoted Prices
in Active

Market
(Level 1)

Significant
Observable

 Inputs
 (Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets measured at fair value
Financial assets
Financial assets at FVTPL:
 Private bonds P=395,258 P=395,258 P=− P=395,258 P=−
Equity securities at FVTOCI 33,145 33,145 − 33,145 −

428,403 428,403 − 428,403 −
Non-financial assets
Investment properties:
 Condominium units for lease 4,799,635 4,799,635 − − 4,799,635
 Foreclosed properties:
  Land 330,744 330,744 − − 330,744
  Building and improvements 350,664 350,664 − − 350,664
 Office units for lease 19,142 19,142 − − 19,142
Land classified under Property and equipment 470,113 470,113 − − 470,113

5,970,298 5,970,298 − − 5,970,298

(Forward)



- 39 -

*SGVFS018070*

Parent Company
December 31, 2015

Fair Value

Carrying
 Value Total

Quoted Prices
in Active

Market
(Level 1)

Significant
Observable

 Inputs
 (Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets for which fair values are disclosed
Investment securities at amortized cost:
 Government securities P=12,274,555 P=11,052,229 P=2,686,580 P=8,365,649 P=−
 Private bonds 2,193,835 2,235,510 − 2,235,510 −
Loans and receivables:
 Receivables from customers:
  Corporate loans 23,967,491 24,873,213 − − 24,873,213
  Consumer loans 5,548,603 7,138,783 − − 7,138,783
 Unquoted debt securities 3,943,674 4,495,123 − − 4,495,123

47,928,158 49,794,858 2,686,580 10,601,159 36,507,119
P=54,326,859 P=56,193,559 P=2,686,580 P=11,029,562 P=42,477,417

Liabilities for which fair values are disclosed
Financial liabilities at amortized cost:
 Time deposits P=39,437,185 P=39,676,471 P=− P=− P=39,676,471

Parent Company
December 31, 2014

Fair Value

Carrying
 Value Total

Quoted Prices
in Active

Market
(Level 1)

Significant
Observable

 Inputs
 (Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets measured at fair value
Financial assets
Financial assets at FVTPL:
 Government securities P=307,644 P=307,644 P=235,987 P=71,657 P=−
 Private bonds 376,575 376,575 − 376,575 −
Equity securities at FVTOCI 31,668 31,668 − 31,668 −

715,887 715,887 235,987 479,900 −
Non-financial assets
Investment properties:
 Condominium units for lease 3,959,178 3,959,178 − − 3,959,178
 Foreclosed properties:
  Land 259,185 259,185 − − 259,185
  Building and improvements 306,873 306,873 − − 306,873
Land classified under Property and equipment 441,307 441,307 − − 441,307

4,966,543 4,966,543 − − 4,966,543
Assets for which fair values are disclosed
Investment securities at amortized cost:
 Government securities 12,096,616 11,402,317 9,216,374 2,185,943 −
 Private bonds 1,159,694 1,159,828 − 1,159,828 −
Loans and receivables:
 Receivables from customers:
  Corporate loans 21,114,876 22,044,782 − − 22,044,782
  Consumer loans 5,593,354 6,911,498 − − 6,911,498
 Unquoted debt securities 4,638,689 5,586,182 − − 5,586,182

44,603,229 47,104,607 9,216,374 3,345,771 34,542,462
P=50,285,659 P=52,787,037 P=9,452,361 P=3,825,671 P=39,509,005

Liabilities for which fair values are disclosed
Financial liabilities at amortized cost:
 Time deposits P=44,818,420 P=44,783,076 P=− P=− P=44,783,076
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As of December 31, 2015 and 2014, there were no financial instruments carried at fair value that
were measured based on Level 3 inputs.  Movements in the fair value measurement of non-
financial assets categorized within Level 3 are discussed in Note 14 for Land classified under
Property and equipment and Note 15 for Investment properties.

There were no transfers between Level 1 and Level 2 fair value measurements and no transfers out
of Level 3 fair value measurements in 2015 and 2014.

The methods and assumptions used by the Group in estimating the fair value of its assets and
liabilities are as follows:

Investment Securities
Debt securities
Fair values are generally based on quoted market prices.  If the market prices are not readily
available, fair values are estimated using consensus prices obtained from Bloomberg.

Quoted equity securities
Fair values of club shares are based on quoted prices published in GG&A Club Shares.  GG&A
Club Shares is involved in trading and leasing proprietary and non-proprietary club shares.

Unquoted equity securities
Fair values could not be reliably determined due to the unpredictable nature of future cash flows
and the lack of suitable methods of carrying at a reliable fair value.  These are carried at cost less
any allowance for impairment losses.  Unquoted equity securities are not significant in relation to
the Group’s portfolio of financial instruments.

Loans and Receivables
Cash and other cash items, amounts due from BSP and other banks and interbank loans
receivable and SPURA
The carrying amounts approximate fair values considering that these accounts consist mostly of
overnight deposits.

Receivables from customers
Fair values of loans and receivables are estimated using the discounted cash flow methodology
that makes use of the Group’s current incremental lending rates for similar types of loans and
receivables.

Unquoted debt securities classified as loans
Fair values are estimated based on the discounted cash flow methodology that makes use of
interpolated risk-free rates plus spread.

Accrued interest receivable and payable and Returned checks and other cash items (RCOCI)
Carrying amounts approximate fair values due to the short term nature of the accounts, with some
items that are due and demandable.

Accounts receivable, sales contracts receivable and refundable security deposits
Quoted market prices are not available for these assets.  They are not reported at fair value and are
not significant in relation to the Group’s total portfolio of financial instruments.
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Derivative Assets/Liabilities
Currency forwards
Fair values are calculated by reference to the prevailing interest differential and spot exchange rate
as of the statement of financial position date, taking into account the remaining term to maturity of
the derivative assets/liabilities.

Non-financial Assets
Land, office units, condominium units and buildings and improvements
Fair values are based on appraised values determined by professionally qualified and independent
appraisers.

Financial Liabilities at Amortized Cost
Deposit liabilities
Fair values of time deposits are estimated based on the discounted cash flow methodology that
makes use of the current incremental borrowing rates for similar types of borrowings.  The
carrying amount of demand and savings deposit liabilities approximate fair value considering that
these are due and demandable.

Bills payable
Fair value is estimated using the discounted cash flow methodology using the Group’s current
incremental borrowing rates for similar borrowings with maturities consistent with those
remaining for the liability being valued.  Where the instrument has a relatively short maturity, the
carrying amounts approximate fair values.

Outstanding acceptances, manager’s checks, accrued other expenses, accounts payable and
marginal deposits
Carrying amounts approximate fair values due to the short term nature of the accounts, with some
items that are due and demandable.

Significant Unobservable Inputs
Quantitative information about the Group’s and the Parent Company’s fair value measurements
using significant unobservable inputs (Level 3) follows:

Consolidated

Description
Fair Value at

December 31, 2015
Valuation

Technique(s)
Unobservable

Input(s)
Range

(in nearest Peso)
Investment properties (Note 15)

 Condominium units for lease P=4,799,635
Income capitalization

approach Capitalization rate 8.30%
Vacancy rate 5.00%

Rental rates P=731 - P=1,474
 Foreclosed properties:

  Land 506,702
Market sales

comparison approach Price per square meter P=30 - P=143,750

  Building and improvements 373,532
Market sales

comparison approach Price per square meter P=321 - P=110,000

 Office units for lease 19,142
Income capitalization

approach Capitalization rate 7.50%
Vacancy rate 5.00%

Rental rates P=237

Land classified under Property and
equipment (Note 14) 519,010

Market sales
comparison approach Price per square meter P=16,000 - P=110,000
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Consolidated (As restated - Note 7)

Description
Fair Value at

December 31, 2014
Valuation

Technique(s)
Unobservable

Input(s)
Range

(in nearest Peso)
Investment properties (Note 15)

 Condominium units for lease P=3,959,178
Income capitalization

approach Capitalization rate 8.30%
Vacancy rate 6.33%

Rental rates P=679 - P=1,211
 Foreclosed properties:

  Land 420,940
Market sales

comparison approach Price per square meter P=15 - P=40,500

  Building and improvements 330,310
Market sales

comparison approach Price per square meter P=300 - P=54,956

Land classified under Property and
equipment (Note 14) 489,039

Market sales
comparison approach Price per square meter P=16,000 - P=100,000

Parent Company

Description
Fair Value at

December 31, 2015
Valuation

Technique(s)
Unobservable

Input(s)
Range

(in nearest Peso)
Investment properties (Note 15)

 Condominium units for lease P=4,799,635
Income capitalization

approach Capitalization rate 8.30%
Vacancy rate 5.00%

Rental rates P=731 - P=1,474

 Foreclosed properties:

  Land 330,744
Market sales

comparison approach Price per square meter P=30 - P=143,750

  Building and improvements 350,664
Market sales

comparison approach Price per square meter P=321 - P=110,000

 Office units for lease 19,142
Income capitalization

approach Capitalization rate 7.50%
Vacancy rate 5.00%

Rental rates P=237

Land classified under Property and
equipment (Note 14) 470,113

Market sales
comparison approach Price per square meter P=16,000 - P=110,000

Parent Company

Description
Fair Value at

December 31, 2014
Valuation

Technique(s)
Unobservable

Input(s)
Range

(in nearest Peso)
Investment properties (Note 15)

 Condominium units for lease P=3,959,178
Income capitalization

approach Capitalization rate 8.30%
Vacancy rate 6.33%

Rental rates P=679 - P=1,211

 Foreclosed properties:

  Land 259,185
Market sales

comparison approach Price per square meter P=15 - P=40,500

  Building and improvements 306,873
Market sales

comparison approach Price per square meter P=300 - P=54,956

Land classified under Property and
equipment (Note 14) 441,307

Market sales
comparison approach Price per square meter P=16,000 - P=100,000
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Investment properties are stated at fair value, which has been determined based on valuations
made by professionally qualified appraisers accredited by the BSP and SEC.  The fair values of
foreclosed assets were derived based on market sales comparison approach.  Under this approach,
recent transactions for similar properties in the same areas as the investment properties were
considered, taking into account the economic conditions prevailing at the time the valuation were
made.  Prices of recent transactions are adjusted to account for differences in a property’s size,
shape, location, marketability and bargaining allowances.  For depreciable properties, other inputs
considered in the valuations will include the age and remaining useful life of the building.

On the other hand, the fair value of the condominium and office units for lease was determined
using the income capitalization approach model, a valuation model in accordance with that
recommended by the Philippine Valuation Standards.  The income capitalization approach model
is used since the properties generate revenue from rental income.  Income capitalization approach
is a method used to convert an estimate of a single year’s income expectancy into an indication of
value in one direct step – either by dividing the income estimate by an appropriate income rate or
by multiplying the income estimate by an appropriate income factor.  The rate of interest
calculated represents the relationship between income and value observed in the market and is
derived through comparable sales analysis.  The income from a property, usually annual net
operating income or pre-tax cash flow, is divided by its sale or equity price to obtain the income
rate.

The valuation, therefore, is based on the following critical assumptions:

1. Rental rates are based on contracted rental rates as of December 31, 2015 and 2014.  All other
income and expenses are based on actual amounts earned/incurred in 2015 and 2014.

2. Capitalization rate (income rate) was based on market rent of similar properties which ranges
from 6.34% to 10.34% in 2015 and from 8.07% to 9.96% in 2014.

3. The floor areas used in the valuation is the total leasable area.

There has been no change in the valuation techniques used from 2015 to 2014.

5. Financial Risk Management Objectives and Policies

Introduction
Risk is inherent in the Group’s activities but is managed through a continuing and pro-active
process of identification, measurement and monitoring, subject to risk limits and other controls.
This process of risk management is critical to the Group’s continuing profitability and each
individual within the Group is accountable for the risk exposures relating to his or her
responsibilities.

The Group is exposed to the following risks from its financial instruments:

a. Credit risk
b. Liquidity risk
c. Market risk

i. Interest rate risk
ii. Foreign currency risk

iii. Equity price risk
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Risk management structure
The Group’s risk management environment is characterized by a well-defined risk organizational
structure, flow of risk information, risk-based audit coverage, and an established compliance
system.

BOD
The BOD is responsible for establishing and maintaining a sound risk management system and is
ultimately accountable for identifying and controlling risks; there are, however, separate
independent bodies responsible for managing and monitoring risks.

Risk Oversight Committee (ROC)
The ROC has the overall responsibility for the development of the risk strategy and implementing
principles, frameworks, policies and limits.

Enterprise Risk Management Group (ERMG)
The ERMG is an independent unit within the Parent Company that directly reports to the ROC.  It
is the responsibility of the ERMG to identify, analyze and measure risks from the Parent
Company’s trading, lending, borrowing and other transactional activities.  It also recommends
control policies and procedures to mitigate risk in identified risk areas in Treasury, Credit, Trust
and other areas of operations.

Risk control
The Risk Control function performs the important day-to-day monitoring of risk exposures of the
Parent Company against approved limits and reporting of such exposures, and implementation of
policies and control procedures.

Treasury segment
The Treasury Segment is responsible for managing the Parent Company’s assets and liabilities.  It
is also primarily responsible for the management of the funding and liquidity risks of the Parent
Company.

Internal Audit Group (IAG)
Risk management processes throughout the Group are audited by the IAG which examines both
the adequacy of the procedures and the Group’s compliance thereto.  IAG discusses the results of
all assessments with management, and reports its findings and recommendations to the Audit
Committee.

Risk measurement and reporting systems
The Group’s risks are measured using a method which reflects both the expected loss likely to
arise in normal circumstances and unexpected losses, which are an estimate of the ultimate actual
loss based on statistical models.  The models make use of probabilities derived from historical
experience, adjusted to reflect the economic environment.

The Group also runs worse case scenarios that would arise in the event that extreme events which
are unlikely to occur do, in fact, occur.

Monitoring and controlling risks are primarily performed based on limits established by the
Group.  These limits reflect both the business strategy and market environment of the Group as
well as the level of risk that the Group is willing to accept.  In addition, the Group monitors and
measures the overall risk-bearing capacity in relation to the aggregate risk exposure across all risk
types and activities.



- 45 -

*SGVFS018070*

Information gathered from all the businesses is evaluated and processed in order to analyze,
control and identify risks early.  All significant information is presented to the BOD, the ROC, and
the head of each business division.  The report includes credit exposure to groups and industries,
Value-at-Risk (VaR), liquidity ratios and risk profile changes.  Senior management assesses the
appropriateness of the allowance for credit losses on a quarterly basis for prudential reporting and
an annual basis for financial reporting.

Credit Risk and Concentration of Assets and Liabilities and Off-Balance Sheet Items
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss.  The Group’s credit risk arises from its lending
and trading of securities and foreign exchange activities.  The Group manages and controls credit
risk by setting limits on the amount of risk it is willing to accept for individual borrowers and
groups of borrowers as well as limits on large lines and industry concentrations.  ERMG monitors
exposures in relation to these limits.

Through the Group’s Credit Management Group (CMG), the Group is able to continually manage
credit-related risks in its risk asset portfolio through objective assessments/evaluations of credit
proposals prior to presentation to the Credit Committee, ensuring the highest standards of credit
due diligence and independence.

The Group obtains security where appropriate, enters into collateral arrangements with
counterparties, and limits the duration of exposures.  The Group’s credit risk management process
is guided by policies and procedures established by the CMG and approved by the BOD.

The Parent Company has an internal credit risk rating system (ICRRS) for the purpose of
measuring credit risk for every exposure in a consistent manner that is as accurate as possible and
uses the risk information for business and financial decision making.  The system covers
companies with asset size of more than P=15.00 million and with financial statements audited by
SEC accredited auditors starting reporting year 2005.  The Parent Company adopted the Bankers
Association of the Philippines model which has been approved by the BSP under BSP Circular
No. 439 as a minimum standard for an ICRRS.  The system has two components, namely:
a) Borrower Risk Rating System which provides an assessment of credit risk without considering
the security arrangements and b) Facility Risk Factor which is an account rating taking into
account the collateral and other credit risk mitigants.  The rating scale consists of 14 grades, 10 of
which fall under unclassified accounts and while the remaining four are classified accounts
according to regulatory provisioning guidelines.  The use of the 14 grade rating scale started in
June 2013.  Previously, the rating scale comprise of 10 grades only (six unclassified and four
classified accounts).

The Group has in place a loan portfolio quality and credit process review that allows the Group to
continuously identify and assess the risks on credit exposures and take corrective actions.  This
function is carried out by the Group’s Credit Review Unit under the CMG.
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Maximum exposure to credit risk
The table below provides the analysis of the maximum exposure of the Group’s and the Parent
Company’s financial instruments to credit risk, excluding those where the carrying values as
reflected in the statements of financial position and related notes already represent the financial
instrument’s maximum exposure to credit risk, before and after taking into account collateral held
or other credit enhancements:

Consolidated
December 31, 2015 December 31, 2014  (As restated - Note 7)

Gross
Maximum
Exposure Net Exposure

Financial Effect
of Collateral or

Credit
Enhancement

Gross
Maximum
Exposure Net Exposure

Financial Effect
of Collateral or

Credit
Enhancement

Receivables from
 customers:
 Corporate loans P=23,967,491 P=18,355,441 P=5,612,050 P=21,114,876 P=20,278,173 P=836,703
 Consumer loans 7,382,292 3,873,762 3,508,530 6,763,660 3,543,878 3,219,782

Total Credit exposure P=31,349,783 P=22,229,203 P=9,120,580 P=27,878,536 P=23,822,051 P=4,056,485

Parent Company
December 31, 2015 December 31, 2014

Gross
Maximum
Exposure Net Exposure

Financial Effect
of Collateral or

Credit
Enhancement

Gross
Maximum
Exposure Net Exposure

Financial Effect
of Collateral or

Credit
Enhancement

Receivables from
 customers:
 Corporate loans P=23,967,491 P=18,355,441 P=5,612,050 P=21,114,876 P=20,278,173 P=836,703
 Consumer loans 5,548,603 2,143,931 3,404,672 5,593,354 2,471,375 3,121,979

Total Credit exposure P=29,516,094 P=20,499,372 P=9,016,722 P=26,708,230 P=22,749,548 P=3,958,682

For sales contracts receivable, the fair value of collaterals and their corresponding financial effect
on credit exposure are no longer disclosed since the system does not regularly monitor such
information.  The carrying value of these sales contracts receivable are disclosed in Note 13.

Risk concentrations by industry
Concentrations arise when a number of counterparties are engaged in similar business activities, or
activities in the same geographic region, or have similar economic features that would cause their
ability to meet contractual obligations to be similarly affected by changes in economic, political or
other conditions.  Concentrations indicate the relative sensitivity of the Group’s performance to
developments affecting a particular industry.

Group exposures and risk concentrations to industries are monitored and reported in accordance
with the Group’s policies on group lending/inter-corporate earmarking and managing large
exposure and credit risk concentrations.

Credit-related commitment risks
The Parent Company makes available to its customers guarantees that may require the Parent
Company to make payments on their behalf and enters into commitments to extend credit lines to
secure their liquidity needs.  Letters of credit and guarantees (including standby letters of credit)
commit the Parent Company to make payments on behalf of customers in the event of a specific
act, generally related to the import or export of goods.  Such commitments expose the Parent
Company to similar risks to loans and are mitigated by the same control processes and policies.
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The industry sector analysis of the maximum exposure of the Group to credit risk concentration follows (amounts in millions):

Consolidated
December 31, 2015 December 31, 2014 (As restated - Note 7)

Loans and
Receivables

Loans and
Advances to

Banks*
Investment

Securities Others** Total
Loans and

Receivables

Loans and
Advances to

Banks*
Investment

Securities Others** Total
Government P=1,684 P=11,910 P=12,275 P=– P=25,869 P=2,023 P=12,523 P=12,404 P=– P=26,950
Wholesale and retail trade 7,339 – – 1,686 9,025 8,470 – – 1,417 9,887
Construction and real estate 6,701 – 250 234 7,185 4,784 – – 134 4,918
Manufacturing 6,415 – – 698 7,113 5,916 – – 761 6,677
Banks and financial institutions 3,537 2,238 – – 5,775 2,763 2,469 11 – 5,243
Transportation, storage, communication 1,495 – 801 33 2,329 1,884 – 833 – 2,717
Electricity, gas and water supply 1,719 – – – 1,719 1,467 – – – 1,467
Agriculture, hunting and forestry 922 – – 1 923 874 – – 1 875
Mining and quarrying 386 – – 39 425 375 – – 33 408
Others 8,472 – 1,538 145 10,155 6,811 – 707 146 7,664

38,670 14,148 14,864 2,836 70,518 35,367 14,992 13,955 2,492 66,806
Less allowance for credit and impairment losses 2,168 – – – 2,168 1,852 – – – 1,852

P=36,502 P=14,148 P=14,864 P=2,836 P=68,350 P=33,515 P=14,992 P=13,955 P=2,492 P=64,954
* Consist of due from BSP, due from other banks, and interbank loans receivable and SPURA
** Consist of RCOCI, refundable deposits and commitments and contingencies

Parent Company
December 31, 2015 December 31, 2014

Loans and
Receivables

Loans and
Advances to

Banks*
Investment

Securities Others** Total
Loans and

Receivables

Loans and
Advances to

Banks*
Investment

Securities Others** Total
Government P=1,684 P=11,839 P=12,275 P=– P=25,798 P=2,011 P=12,463 P=12,404 P=– P=26,878
Wholesale and retail trade 7,299 – – 1,686 8,985 8,460 – – 1,417 9,877
Construction and real estate 6,701 – 250 234 7,185 4,765 – – 134 4,899
Manufacturing 6,415 – – 698 7,113 5,916 – – 761 6,677
Banks and financial institutions 3,537 2,016 – – 5,553 2,760 2,208 11 – 4,979
Transportation, storage, communication 1,495 801 33 2,329 1,884 – 833 – 2,717
Electricity, gas and water supply 1,719 – – – 1,719 1,467 – – – 1,467
Agriculture, hunting and forestry 534 – – 1 535 370 – – 1 371
Mining and quarrying 386 – – 39 425 375 – – 33 408
Others 7,093 – 1,538 145 8,776 6,148 – 692 146 6,986

36,863 13,855 14,864 2,836 68,418 34,156 14,671 13,940 2,492 65,259
Less allowance for credit and impairment losses 2,234 – – – 2,234 1,849 – – – 1,849

P=34,629 P=13,855 P=14,864 P=2,836 P=66,184 P=32,307 P=14,671 P=13,940 P=2,492 P=63,410
* Consist of due from BSP, due from other banks, and interbank loans receivable and SPURA
** Consist of RCOCI, refundable deposits and commitments and contingencies
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Collateral and other credit enhancements
The amount and type of collateral required depends on an assessment of the credit risk of the
counterparty.  Guidelines are implemented regarding the acceptability of types of collateral and
valuation parameters.

The main types of collateral obtained are as follows:

· For securities lending and reverse repurchase transactions: cash or securities
· For commercial lending: deposit hold-out, mortgages over real estate properties, machineries,

inventory and trade receivables
· For retail lending: mortgages over residential properties

It is the Group’s policy to dispose of repossessed properties in an orderly fashion.  The proceeds
are used to reduce or repay the outstanding claim.  In general, the Group does not occupy
repossessed properties for business use.

Collaterals obtained by the Group from settlement of loans and receivables in 2015 and 2014 and
which remain outstanding as of December 31, 2015 and 2014 amounted to P=38.54 million and
P=116.13 million, respectively (see Note 15).

The Group does not hold collateral on financial assets which it may sell or repledge in the absence
of default by the owner of the collateral.

Credit quality per class of financial assets

Loans and Receivables
Description of the loan grades or Internal Credit Risk Rating used by the Group for corporate
commercial loans follows:

Borrower’s Risk Rating
(BRR) Grade Description

1 Excellent
2 Strong
3 Good
4 Fairly Good
5 Satisfactory
6 Fairly Satisfactory
7 Acceptable
8 Acceptable with Care
9 Acceptable with Caution

10 Watch List
11 Loans Especially Mentioned
12 Substandard
13 Doubtful
14 Loss
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The grades are defined as follows:

Excellent - An obligor rated 1 has an excellent capacity to meet its financial commitments with
minimal credit risk.

Strong - An obligor rated 2 has a strong capacity to meet its financial commitments with very low
credit risk.

Good - An obligor rated 3 has a good capacity to meet its financial commitments with low credit
risk.

Fairly Good - An obligor rated 4 differs from rated 3 obligor only to a small degree and has a
fairly good capacity to meet its financial commitments with low credit risk.

Satisfactory - An obligor rated 5 has a satisfactory capacity to meet its financial commitments with
moderate credit risk.

Fairly Satisfactory - An obligor rated 6 has a fairly satisfactory capacity to meet its financial
commitments with moderate credit risk.

Acceptable - An obligor rated 7 has an acceptable capacity to meet its financial commitments with
substantial credit risk.

Acceptable with Care - A credit, though acceptable, needs care in granting facilities.  However,
the borrower is still creditworthy.

Acceptable with Caution - A credit, though acceptable, needs significant caution to be exercised
while granting facilities to the borrower.  The borrower is still creditworthy but has problems that
need to be addressed.

Watch List - Below standard.  An obligor rated 10 is judged to be of poor credit standing and is
subject to high default risk.

Loans Especially Mentioned - These are loans that have unlocated collateral folders and
documents, not supported by board resolutions authorizing the borrowings, without credit
investigation report or not supported by documents required under Subsection 4312Q.1 of the
Manual of Regulations for Banks.

Substandard - Loans which involve a substantial and unreasonable degree of risk to the institution
because of unfavorable record or unsatisfactory characteristics.

Doubtful - Loans which have existing facts, conditions, and values that make collection or
liquidation in full highly improbable and in which substantial loss is probable.

Loss - Loans which are considered uncollectible or worthless and of such little value that their
continuance as bankable assets is not warranted.
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The credit quality of the Group’s loans and receivables from customers, which is based on the
ICRRS grade, is grouped as follows:

High Grade (BRR 1 to 7)
Under this category, the borrower has the apparent ability to satisfy its obligations in full and
therefore, no loss in ultimate collection is anticipated.  These loans or portions thereof are secured
by hold-outs on deposits/deposit substitute, margin deposits or government-supported securities,
other readily marketable collateral or are supported by sufficient credit and financial information
of favorable nature to assure repayment as agreed.

Standard Grade (BRR 8 to 10)
Under this category are accounts not considered adversely classified but require close
supervision/monitoring due to some warning signals such as start-up business, substantial changes
in the business affecting operation or management, three continuous years of substantial decline in
income (exclusive of extraordinary income/losses).

Substandard Grade or Past-Due (BRR 11 to 14)
Under this category are loans which exhibit unfavorable record or unsatisfactory characteristics, or
where existing facts, conditions and values, make collection or liquidation in full improbable.
Positive and vigorous management action is required to avert or minimize loss.

Due from Banks, Interbank Receivables, Government Securities and Corporate Investments
The Group follows an internally developed risk rating system for local banks and external risk
ratings [i.e., Standard and Poor’s (S&P)] for foreign banks, government securities and corporate
investments.

A description of the rating systems for local banks follows:

High Grade (Tier 1)
Tier 1 - Banks categorized under this tier are capable of withstanding very difficult market
conditions for 2-3 years without deteriorating to a substandard credit classification by virtue of
their size, reputation and ranking in the industry.

Standard Grade (Tier 2 to Tier 3)
These are accounts that have potential weaknesses that deserve management’s close attention.
These potential weaknesses, if left uncorrected, may affect the repayment of the financial
instrument, thus, increase credit risk to the Group.

Tier 2 - Banks categorized under this tier may deteriorate to substandard within 1-2 years under
very difficult market conditions.

Tier 3 - Banks categorized under this tier may deteriorate to substandard within one year under
very difficult market conditions.  These are banks, which fall short relative to size, in view of
perceived concern of uncertainty about their portfolio, earnings, or market condition.  Banks with
total net worth of P=3.00 billion to less than P=4.50 billion and net income of P=200.00 million to less
than P=400.00 million are included in this category.

Substandard Grade (Tier 4)
Tier 4 - These are banks, which fall short relative to size, in view of perceived concern of
uncertainty about their portfolio, earnings, or market condition.  Banks with total net worth of
P=1.50 billion to less than P=3.00 billion and net income of P=70.00 million to less than
P=200.00 million are included in this category.
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The following is the credit rating scale applicable for foreign banks, government securities, and
corporate investment outlets (aligned with S&P ratings):

AAA - Obligor’s capacity to meet its financial commitment is extremely strong.

AA - Obligor’s capacity to meet its financial commitment is very strong.  It differs from the
highest-rated obligors at a minimal degree.

A - Obligor has strong capacity to meet its financial commitments but is somewhat more
susceptible to the adverse effects of changes in circumstances and economic conditions than
obligors rated in higher-rated categories.

BBB and below:

BBB - Obligation rated ‘BBB’ has adequate protection parameters.  However, adverse economic
conditions or changing circumstances are more likely to lead to a weakened capacity of the obligor
to meet its financial commitment on the obligation.

BB - Obligation is less vulnerable to nonpayment than other speculative issues.  However, it faces
major ongoing uncertainties or exposure to adverse business, financial, or economic conditions
which could lead to the obligor’s inadequate capacity to meet its financial commitment on the
obligation.

B - Obligation rated ‘B’ is more vulnerable to nonpayment than obligations rated ‘BB’, but the
obligor currently has the capacity to meet its financial commitment on the obligation.
Adverse business, financial, or economic conditions will likely impair the obligor’s capacity or
willingness to meet its financial commitment on the obligation.

CCC - Obligation is currently vulnerable to nonpayment, and is dependent upon favorable
business, financial, and economic conditions for the obligor to meet its financial commitment on
the obligation.  In the event of adverse business, financial, or economic conditions, the obligor is
not likely to have the capacity to meet its financial commitment on the obligation.

CC - Obligation is currently highly vulnerable to nonpayment.

C - Obligations are currently highly vulnerable to nonpayment, payment arrearages allowed by the
terms of the documents, and subject of a bankruptcy petition or similar action which have not
experienced a payment default.

Among others, the ‘C’ rating may be assigned to subordinated debt, preferred stock or other
obligations on which cash payments have been suspended in accordance with the instrument’s
terms or when preferred stock is the subject of a distressed exchange offer, whereby some or all of
the issue is either repurchased for an amount of cash or replaced by other instruments having a
total value that is less than par.

D - Obligation is in payment default.  Payments on an obligation are not made on the date due
even if the applicable grace period has not expired.  The ‘D’ rating also will be used upon the
filing of a bankruptcy petition or the taking of similar action if payments on an obligation are
jeopardized.  An obligation's rating is lowered to ‘D’ upon completion of a distressed exchange
offer, whereby some or all of the issue is either repurchased for an amount of cash or replaced by
other instruments having a total value that is less than par.
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The tables below shows the credit quality by class of financial assets based on the credit rating
system of the Group and the Parent Company.

Consolidated
December 31, 2015

Neither Past Due nor Impaired

High Grade
Standard

Grade
Substandard

Grade Unrated
Past Due But
Not Impaired

Past Due and
Impaired Total

Due from BSP P=– P=– P=– P=11,909,774 P=– P=– P=11,909,774
Due from other banks 145,503 155,671 335,982 – – – 637,156

145,503 155,671 335,982 11,909,774 – – 12,546,930
Loans and receivables:

 Receivables from customers*:
  Corporate 22,167,753 1,687,393 228,258 – 61,502 1,166,414 25,311,320
  Consumer 6,521,232 17,696 686,738 – 471,081 – 7,696,747
 Unquoted debt securities 2,383,709 – – 1,559,965 – – 3,943,674
 Accrued interest receivable 318,771 4,105 13,380 – 15,423 355,566 707,245
 Accounts receivable – 167,316 114,139 543,041 – – 824,496
 Sales contracts receivable 2,008 144,358 23,145 – 17,155 – 186,666
 RCOCI – – 31,696 – – – 31,696
 Refundable security deposits – – 41,006 – – – 41,006

31,393,473 2,020,868 1,138,362 2,103,006 565,161 1,521,980 38,742,850
Total P=31,538,976 P=2,176,539 P=1,474,344 P=14,012,780 P=565,161 P=1,521,980 P=51,289,780
*At gross amount but net of unearned discounts

AA A BBB and Below Total
Due from other banks P=17,226 P=775,333 P=578,807 P=1,371,366
Interbank loans receivable 229,281 – – 229,281
Financial assets at FVTPL:
 Private bonds – – 395,258 395,258
Investment securities at amortized cost:
 Government securities – – 12,274,555 12,274,555
 Private bonds – – 2,193,835 2,193,835
Equity securities at FVTOCI:
 Quoted – – 33,145 33,145
 Unquoted – – 11,307 11,307

P=246,507 P=775,333 P=15,486,907 P=16,508,747

Consolidated
December 31, 2014 (As restated - Note 7)

Neither Past Due nor Impaired

High Grade
Standard

Grade
Substandard

Grade Unrated
Past Due But
Not Impaired

Past Due and
Impaired Total

Due from BSP P=– P=– P=– P=12,522,613 P=– P=– P=12,522,613
Due from other banks 64,745 353,116 56,861 – – – 474,722

64,745 353,116 56,861 12,522,613 – – 12,997,335
Loans and receivables:
 Receivables from customers*:
  Corporate 19,609,625 1,293,693 323,140 – 42,832 1,036,609 22,305,899
  Consumer 4,825,369 1,129,871 326,709 – 597,880 – 6,879,829
 Unquoted debt securities 3,082,597 – – 1,556,092 – – 4,638,689
 Accrued interest receivable 273,830 12,815 1,752 111,179 9,019 270,209 678,804
 Accounts receivable – 130,993 6,331 432,615 – 75,899 645,838
 Sales contracts receivable – 182,662 – – 23,747 11,887 218,296
 RCOCI – – – 21,673 – – 21,673
 Refundable security deposits – – – 35,836 – – 35,836

 27,791,421 2,750,034 657,932 2,157,395 673,478 1,394,604 35,424,864
Total P=27,856,166 P=3,103,150 P=714,793 P=14,680,008 P=673,478 P=1,394,604 P=48,422,199
*At gross amount but net of unearned discounts
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AA A BBB and Below Total
Due from other banks P=104,303 P=1,045,261 P=12,355 P=1,161,919
Interbank loans receivable 394,740 148,424 289,440 832,604
Financial assets at FVTPL:
 Government securities – – 307,644 307,644
 Private bonds – – 376,575 376,575
Investment securities at amortized cost:
 Government securities – – 12,096,616 12,096,616
 Private bonds – – 1,174,248 1,174,248
Equity securities at FVTOCI:
 Quoted – – 31,668 31,668
 Unquoted – – 11,307 11,307

P=499,043 P=1,193,685 P=14,299,853 P=15,992,581

Parent Company
December 31, 2015

Neither Past Due nor Impaired

High Grade
Standard

Grade
Substandard

Grade Unrated
Past Due But
Not Impaired

Past Due and
Impaired Total

Due from BSP P=– P=– P=– 11,839,461 P=– P=– P=11,839,461
Due from other banks 145,503 121,072 148,651 – – – 415,226

145,503 121,072 148,651 11,839,461 – – 12,254,687
Loans and receivables:

 Receivables from customers*:
  Corporate 22,167,753 1,687,393 228,258 – 61,502 1,166,414 25,311,320
  Consumer 4,776,947 3,655 686,738 – 458,375 – 5,925,715
 Unquoted debt securities 2,383,709 – – 1,559,965 – – 3,943,674
 Accrued interest receivable 303,848 4,105 13,108 – 6,307 355,566 682,934
 Accounts receivable – 169,934 114,139 543,041 – – 827,114
 Sales contracts receivable – 143,354 11,888 – 17,155 – 172,397
 RCOCI – – 31,696 – – – 31,696
 Refundable security deposits – – 41,006 – – – 41,006

29,632,257 2,008,441 1,126,833 2,103,006 543,339 1,521,980 36,935,856
Total P=29,777,760 P=2,129,513 P=1,275,484 P=13,942,467 P=543,339 P=1,521,980 P=49,190,543
*At gross amount but net of unearned discounts

AA A BBB and Below Total
Due from other banks P=17,226 P=775,333 P=578,807 P=1,371,366
Interbank loans receivable 229,281 – – 229,281
Financial assets at FVTPL:
 Private bonds – – 395,258 395,258
Investment securities at amortized cost:
 Government securities – – 12,274,555 12,274,555
 Private bonds – – 2,193,835 2,193,835
Equity securities at FVTOCI:
 Quoted – – 33,145 33,145
 Unquoted – – 11,307 11,307

P=246,507 P=775,333 P=15,486,907 P=16,508,747



- 54 -

*SGVFS018070*

Parent Company
December 31, 2014

Neither Past Due nor Impaired

High Grade
Standard

Grade
Substandard

Grade Unrated
Past Due But
Not Impaired

Past Due and
Impaired Total

Due from BSP P=– P=– P=– P=12,463,067 P=– P=– P=12,463,067
Due from other banks 64,745 92,120 56,861 – – – 213,726

64,745 92,120 56,861 12,463,067 – – 12,676,793
Loans and receivables:
 Receivables from customers*:
  Corporate 19,609,625 1,293,693 323,140 – 42,832 1,036,609 22,305,899
  Consumer 4,825,369 – 282,587 – 597,880 – 5,705,836
 Unquoted debt securities 3,082,597 – – 1,556,092 – – 4,638,689
 Accrued interest receivable 273,830 3,187 534 105,238 9,019 270,209 662,017
 Accounts receivable – 129,698 9,220 424,011 – 75,899 638,828
 Sales contracts receivable – 175,267 – – 16,996 11,887 204,150
 RCOCI – – – 21,673 – – 21,673
 Refundable security deposits – – – 35,836 – – 35,836

27,791,421 1,601,845 615,481 2,142,850 666,727 1,394,604 34,212,928
Total P=27,856,166 P=1,693,965 P=672,342 P=14,605,917 P=666,727 P=1,394,604 P=46,889,721
**At gross amount but net of unearned discounts

AA A BBB and Below Total
Due from other banks P=104,303 P=1,045,261 P=12,355 P=1,161,919
Interbank loans receivable 394,740 148,424 289,440 832,604
Financial assets at FVTPL:
 Government securities – – 307,644 307,644
 Private bonds – – 376,575 376,575
Investment securities at amortized cost:
 Government securities – – 12,096,616 12,096,616
 Private bonds – – 1,159,694 1,159,694
Equity securities at FVTOCI:
 Quoted – – 31,668 31,668
 Unquoted – – 11,307 11,307

P=499,043 P=1,193,685 P=14,285,299 P=15,978,027

As of December 31, 2015 and 2014, restructured loans by the Group which are neither past due
nor impaired are as follows:

Consolidated Parent Company
2015 2014 2015 2014

Receivable from customers:
Corporate P=41,007 P=51,122 P=41,007 P=51,122
Consumer 4,009 532 3,655 441

Impairment Assessment
The main considerations for the loan impairment assessment include whether any payments of
principal or interest are overdue by more than 90 days, or if there are any known difficulties in the
cash flows of counterparties, credit rating downgrades, or infringement of the original terms of the
contract.  The Group addresses impairment assessment in two areas: specific or individually
assessed allowances and collectively assessed allowances.
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Specific Impairment Testing
Accounts that are subjected to specific impairment are those individually significant and with
objective evidence of impairment.  Indicators of impairment include the following conditions/
events: account is equivalent to the Parent Company’s internal credit risk rating of 11 to 14, with
past due interest and/or principal payments and adverse changes in industry conditions that affect
the borrower.

Net recoverable amount is the total cash inflows to be collected over the entire term of the loan,
which may be based on an agreed restructuring agreement, rehabilitation plan or expected
proceeds from the sale of collateral.  Upon determining the forecast of expected net cash flows, the
present value of the net expected cash flows from the asset is determined using the original
effective interest rate.

Collective Impairment Testing
Accounts that are not individually significant and have no objective evidence of impairment are
grouped based on similar credit risk characteristics and are collectively assessed for impairment.

a. Collective impairment - corporate accounts
For the purpose of collective impairment assessment, corporate accounts are grouped on the
basis of the economic activity of the borrower.  Impairment loss is derived by multiplying the
outstanding loan balance against a loss rate.  The loss rate, which estimates the incurred loss
from the credit exposure, is the product of the Probability of Default Rate (PD) and the Loss
Given Default Rate (LGD).  PD is estimated based on the 3-year historical average default
experience of the Parent Company, while, LGD is estimated based on loss experience for the
same reference period.

b. Collective impairment - consumer accounts
Receivables from consumer loans are assessed for impairment collectively because these
receivables are not individually significant.  Accounts are grouped by type of product -
personal loans, home loans and auto loans.  The allowance for credit losses is determined
based on the net flow rate methodology.  This methodology relies on the historical data of net
flow tables to establish a percentage (‘net flow rate’) of receivables that are current or in any
state of delinquency (i.e., 30, 60, 90, 120, 150 and 180 days past due) as of the statement of
financial position date.   The gross provision is then computed based on the outstanding
balances of these receivables from consumer loans as of the statement of financial position
date and the net flow rates determined for the current and each delinquency bucket.  These
rates are based on the Group’s historical experience, which covers a minimum of three year-
cycle.
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Aging analysis of past due but not impaired loans per class of financial assets
Aging analysis of past due but not impaired financial assets are shown below:

Consolidated
December 31, 2015

Up to 1 Month
1 to 3

Months
3 to 6

Months
6 to 12

Months
Greater

than 1 Year Total
Receivables from

 customers:
Corporate loans P=54,892 P=6,610 P=– P=– P=– P=61,502
Consumer loans 245,116 225,965 – – – 471,081

Accrued interest
receivable 10,665 4,758 – – – 15,423

Sales contracts receivable 7,977 1,145 5,338 2,695 – 17,155
P=318,650 P=238,478 P=5,338 P=2,695 P=– P=565,161

Consolidated
December 31, 2014

Up to 1 Month 1 to 3 Months 3 to 6 Months 6 to 12 Months
Greater

than 1 Year Total
Receivables from

customers:
Corporate loans P=42,832 P=– P=– P=– P=– P=42,832
Consumer loans 394,195 203,685 – – – 597,880

Accrued interest
receivable 3,943 5,001 75 – – 9,019

Sales contracts receivable 6,295 7,103 3,598 – 6,751 23,747
P=447,265 P=215,789 P=3,673 – P=6,751 P=673,478

Parent Company
December 31, 2015

Up to 1 Month
1 to 3

Months
3 to 6

Months
6 to 12

Months
Greater

than 1 Year Total
Receivables from

customers:
Corporate loans P=54,892 P=6,610 P=– P=– P=– P=61,502
Consumer loans 245,116 213,259 – – – 458,375

Accrued interest
receivable 3,258 3,049 – – – 6,307

Sales contracts receivable 7,977 1,145 5,338 2,695 17,155
P=311,243 P=224,063 P=5,338 P=2,695 P=– P=543,339

Parent Company
December 31, 2014

Up to 1 Month 1 to 3 Months 3 to 6 Months 6 to 12 Months
Greater

than 1 Year Total
Receivables from

customers:
Corporate loans P=42,832 P=– P=– P=– P=– P=42,832
Consumer loans 394,195 203,685 – – – 597,880

Accrued interest
receivable 3,943 5,001 75 – – 9,019

Sales contracts receivable 6,295 7,103 3,598 – – 16,996
P=447,265 P=215,789 P=3,673 P=– P=– P=666,727
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Total credit risk exposure
The table below shows the different credit risk exposures of the Group and of the Parent Company
by risk weight applied in accordance with BSP Circular No. 538:

Consolidated
December 31, 2015

Net Risk Weights(b)

Exposures(a) 0% 20% 50% 75% 100% 150%
On-balance sheet assets(c) P=74,712 P=24,609 P=255 P=5,235 P=74 P=43,529 P=1,010
Credit risk weighted on-
 balance sheet assets

(d = b x c) 47,769 – 51 2,618 56 43,529 1,515
Off-balance sheet assets(e) 9,207 6,483 964 – – 1,760 –
Credit risk weighted off-
 balance sheet assets

(f = b x e) 1,953 – 193 – – 1,760 –
Banking Book(g) 19 – – 19 – – –
Counter party risk-weighted
 assets in Banking Books
             (h = b x g) 10 – – 10 – – –
Total Credit Risk Weighted
 Assets(d + f + h) P=49,732 P=– P=244 P=2,628 P=56 P=45,289 P=1,515
(a) Net of specific provisions

Consolidated
December 31, 2014

Net Risk Weights(b)

Exposures(a) 0% 20% 50% 75% 100% 150%
On-balance sheet assets(c) P=71,392 P=24,524 P=699 P=5,759 P=– P=39,681 P=729
Credit risk weighted on-

balance sheet assets
(d = b x c) 43,795 – 140 2,880 – 39,681 1,094

Off-balance sheet assets(e) 8,572 6,158 1,290 – – 1,124 –
Credit risk weighted off-

balance sheet assets
(f = b x e) 1,382 – 258 – – 1,124 –

Total Credit Risk Weighted
 Assets(d + f) P=45,177 P=– P=398 P=2,880 P=– P=40,805 P=1,094
(a) Net of specific provisions

Parent Company
December 31, 2015

Net Risk Weights(b)

Exposures(a) 0% 20% 50% 75% 100% 150%
On-balance sheet assets(c) P=72,375 P=24,510 P=251 P=5,235 P=– P=41,466 P=913
Credit risk weighted on-
 balance sheet assets

(d = b x c) 45,504 – 50 2,618 – 41,466 1,370
Off-balance sheet assets(e) 9,207 6,483 964 – – 1,760 –
Credit risk weighted off-
 balance sheet assets

(f = b x e) 1,953 – 193 – – 1,760 –
Banking Book(g) 19 – – 19 – – –
Counter party risk-weighted
 assets in Banking Books
             (h = b x g) 10 – – 10 – – –
Total Credit Risk Weighted
 Assets(d + f + h) P=47,467 P=– P=243 P=2,628 P=– P=43,226 P=1,370
(a) Net of specific provisions
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Parent Company
December 31, 2014

Net Risk Weights(b)

Exposures(a) 0% 20% 50% 75% 100% 150%
On-balance sheet assets(c) P=69,177 P=24,404 P=699 P=5,759 P=– P=37,411 P=904
Credit risk weighted on-
 balance sheet assets

(d = b x c) 41,787 – 140 2,880 – 37,411 1,356
Off-balance sheet assets(e) 8,572 6,158 1,290 – – 1,124 –
Credit risk weighted off-
 balance sheet assets

(f = b x e) 1,382 – 258 – – 1,124 –
Total Credit Risk Weighted
 Assets(d + f) P=43,169 P=– P=398 P=2,880 P=– P=38,535 P=1,356
(a) Net of specific provisions

Liquidity Risk and Funding Management
Liquidity risk is the risk that the Group will be unable to meet its payment obligations when they
fall due under normal and stress circumstances.  To limit this risk, management has arranged
diversified funding sources in addition to its core deposit base, manages assets with liquidity in
mind and monitors future cash flows and liquidity on a daily basis.

This incorporates an assessment of expected cash flows and the availability of high grade
collateral which could be used to secure additional funding if required.  In addition, the Group
makes use of a monthly system generated Liquidity Gap Report in analyzing its liquidity position
where the difference between the Group’s maturing assets and liabilities is captured.  A Maximum
Cumulative Outflow limit is likewise established to control the liquidity gap for each currency.
The Asset and Liability Committee (ALCO) meets twice every month to discuss among others the
liquidity state of the Group.

The Group maintains a portfolio of highly marketable and diverse assets that can be easily
liquidated in the event of an unforeseen interruption of cash flow.  The Group also has committed
lines of credit that it can access to meet liquidity needs.  In addition, the Group maintains a
statutory deposit with the BSP equal to 20.00% of customer deposits.  The liquidity position is
assessed and managed under a variety of scenarios, giving due consideration to stress factors
relating to both the market in general and specifically to the Group.

In managing intraday liquidity, the Parent Company has an internal buffer fund called “Secondary
Reserve” for Deposit Liabilities, Deposit Substitutes, and Repurchase Agreements.  The buffer
fund serves to manage potential substantial liability outflows and the demand and supply of funds
for new loans.  This will allow the Parent Company to readily support its new business strategies
and direction and management of liquidity risk.  The daily movement of Secondary Reserve serves
as a primary indicator of liquidity condition of the Parent Company.
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Analysis of financial instruments by remaining contractual maturities
The tables below summarize the maturity profile of the Group’s and the Parent Company’s
financial instruments as of December 31, 2015 and 2014, based on undiscounted contractual
payments except for financial assets at FVTPL.  Repayments which are subject to notice are
treated as if notice were to be given immediately.  However, the Group and the Parent Company
expect that many customers will not request repayment on the earliest date the Group and the
Parent Company could be required to pay and the table does not reflect the expected cash flows
indicated by the Group’s and the Parent Company’s deposit retention history (amounts in
millions):

Consolidated
December 31, 2015

On Demand
Less than
3 Months

3-12
Months 1-2 Years

Beyond
2 Years* Total

Financial assets
Financial assets at FVTPL P=– P=395 P=– P=– P=– P=395
Investment securities at

amortized cost:
Government securities – 173 4,926 5,159 18,533 28,791
Private bonds – 36 589 932 2,801 4,358

Loans and receivables:
Due from BSP 11,910 – – – – 11,910
Due from other banks – 2,009 – – – 2,009
Interbank loans receivable and

SPURA – 229 – – – 229
Receivables from customers:

 Corporate 1,538 11,819 6,260 404 7,575 27,596
 Consumer 521 256 1,285 1,954 7,714 11,730

Total financial assets P=13,969 P=14,917 P=13,060 P=8,449 P=36,623 P=87,018
Financial liabilities
Deposit liabilities:
Demand P=12,523 P=– P=– P=– P=– P=12,523
Savings 5,055 – – – – 5,055
Time 44 33,841 3,673 211 3,665 41,434
Bills payable:
 Private firms and individuals – 6,007 107 – – 6,114
 Banks and other financial

 institutions – – 465 – – 465
Outstanding acceptances 42 – – – – 42
Manager’s checks 109 – – – – 109
Accrued interest payable – 64 30 – 4 98
Accrued other expenses – 288 – – – 288
Other liabilities:
 Accounts payable 273 – – – – 273
 Refundable security deposits – 1 25 34 48 108

Due to the Treasurer of the
Philippines – 25 – – – 25

Total financial liabilities P=18,046 P=40,226 P=4,300 P=245 P=3,717 P=66,534
*Including non-performing loans and receivables
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Consolidated
December 31, 2014 (As restated - Note 7)

On Demand
Less than
3 Months

3-12
Months 1-2 Years

Beyond
2 Years* Total

Financial assets
Financial assets at FVTPL P=– P=684 P=– P=– P=– P=684
Investment securities at

amortized cost:
Government securities – 308 531 891 19,272 21,002
Private bonds – 32 39 63 1,510 1,644

Loans and receivables:
Due from BSP 12,523 – – – – 12,523
Due from other banks – 1,518 119 – – 1,637
Interbank loans receivable and

SPURA – 833 – – – 833
Receivables from customers:
 Corporate 1,424 11,254 5,674 1,508 3,672 23,532
 Consumer 156 39 780 1,582 8,572 11,129
Total financial assets P=14,103 P=14,668 P=7,143 P=4,044 P=33,026 P=72,984
Financial liabilities
Deposit liabilities:
 Demand P=9,221 P=– P=– P=– P=– P=9,221
 Savings 4,228 – – – – 4,228
 Time 90 24,803 16,689 1,043 3,680 46,305
Bills payable:
 Private firms and individuals – 3,107 2 – – 3,109
 Banks and other financial

 institutions – 317 – – – 317
Outstanding acceptances 26 – – – – 26
Manager’s checks 211 – – – – 211
Accrued interest payable 2 72 17 – – 91
Accrued other expenses – 190 – – – 190
Other liabilities:
 Accounts payable 230 – – – – 230
 Refundable security deposits – 6 17 21 44 88
 Due to the Treasurer of the

Philippines – 18 – – – 18
Total financial liabilities P=14,008 P=28,513 P=16,725 P=1,064 P=3,724 P=64,034
*Including non-performing loans and receivables
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Parent Company
December 31, 2015

On Demand
Less than
3 Months

3-12
Months 1-2 Years

Beyond
2 Years* Total

Financial assets
Financial assets at FVTPL P=– P=395 P=– P=– P=– P=395
Investment securities at

amortized cost:
Government securities – 173 4,926 5,159 18,533 28,791
Private bonds – 36 589 932 2,801 4,358

Loans and receivables:
Due from BSP 11,839 – – – – 11,839
Due from other banks – 1,787 – – – 1,787
Interbank loans receivable and

SPURA – 229 – – – 229
Receivables from customers:

Corporate 1,538 11,819 6,260 404 7,575 27,596
Consumer 191 35 487 1,408 7,066 9,187

Total financial assets P=13,568 P=14,474 P=12,262 P=7,903 P=35,975 P=84,182
Financial liabilities
Deposit liabilities:
 Demand P=12,611 P=– P=– P=– P=– P=12,611
 Savings 4,508 – – – – 4,508
 Time 43 33,347 2,743 211 3,665 40,009
Bills payable:
 Private firms and individuals – 6,007 107 – – 6,114
 Banks and other financial

 institutions – – 277 – – 277
Outstanding acceptances 42 – – – – 42
Manager’s checks 109 – – – – 109
Accrued interest payable – 64 10 – 4 78
Accrued other expenses – 277 – – – 277
Other liabilities:
 Accounts payable 269 – – – – 269
 Refundable security deposits – 1 25 34 48 108
 Due to the Treasurer of the
  Philippines – 24 – – – 24

Total financial liabilities P=17,582 P=39,720 P=3,162 P=245 P=3,717 P=64,426
*Including non-performing loans and receivables

Parent Company
December 31, 2014

On Demand
Less than
3 Months

3-12
Months 1-2 Years

Beyond
2 Years* Total

Financial assets
Financial assets at FVTPL P=– P=684 P=– P=– P=– P=684
Investment securities at

amortized cost:
 Government securities – 308 531 891 19,272 21,002
 Private bonds – 32 39 63 1,510 1,644
Loans and receivables:
 Due from BSP 12,463 – – – – 12,463
 Due from other banks – 1,376 – – – 1,376
 Interbank loans receivable and
  SPURA – 833 – – – 833

 Receivables from customers:
  Corporate 1,424 11,254 5,674 1,508 3,672 23,532
  Consumer 156 13 355 1,471 7,084 9,079
Total financial assets P=14,043 P=14,500 P=6,599 P=3,933 P=31,538 P=70,613
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Parent Company
December 31, 2014

On Demand
Less than
3 Months

3-12
Months 1-2 Years

Beyond
2 Years* Total

Financial liabilities
Deposit liabilities:
 Demand P=9,450 P=– P=– P=– P=– P=9,450
 Savings 3,488 – – – – 3,488
 Time 90 24,546 16,368 1,012 3,289 45,305
Bills payable:
 Private firms and individuals – 3,107 2 – – 3,109
 Banks and other financial

 institutions – 313 – – – 313
Outstanding acceptances 26 – – – – 26
Manager’s checks 211 – – – – 211
Accrued interest payable 1 69 14 1 1 86
Accrued other expenses – 189 – – – 189
Other liabilities:
 Accounts payable 221 – – – – 221
 Refundable security deposits – 6 17 21 44 88
 Due to the Treasurer of the
  Philippines – 18 – – – 18

Total financial liabilities P=13,487 P=28,248 P=16,401 P=1,034 P=3,334 P=62,504
*Including non-performing loans and receivables

The table below shows the contractual expiry of the Group’s and the Parent Company’s
commitments and contingent liabilities as of December 31, 2015 and 2014 (amounts in millions):

December 31, 2015

On Demand
Less than
3 Months

3 to
12 Months

Beyond
1 Year Total

Unused Commercial LC:
 Standby LC P=43 P=229 P=1,488 P=– P=1,760
 Sight LC outstanding 368 2 – – 370
 Usance LC outstanding 46 26 3 – 75
Outstanding shipping guarantees 5 1 503 – 509

P=462 P=258 P=1,994 P=– P=2,714

December 31, 2014

On Demand
Less than
3 Months

3 to
12 Months

Beyond
1 Year Total

Unused Commercial LC:
 Standby LC P=28 P=547 P=549 P=– P=1,124
 Sight LC outstanding 463 53 – – 516
 Usance LC outstanding 95 49 1 – 145
Outstanding shipping guarantees – – 596 – 596

P=586 P=649 P=1,146 P=– P=2,381

Market Risk Management
Market risk is the risk of loss to future earnings, fair values or future cash flows that may result
from changes in the price of a financial instrument.  The value of a financial instrument may
change as a result of changes in interest rates, foreign currency exchange rates, commodity prices,
equity prices and other market changes.  The Group’s market risk originates from the Parent
Company’s holdings of foreign exchange instruments, debt securities, equity securities and
derivatives.
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VaR
Value-at-Risk (VaR) is a statistical estimate of potential loss given prevailing market price trends,
correlations and volatilities.  VaR estimates the potential decline in the value of a portfolio, under
normal market conditions, a given “confidence level” over a specified time horizon.  VaR is used
to alert senior management whenever the potential for losses in the Parent Company’s portfolios
exceeds the VaR limit.  This allows management to react quickly and adjust its portfolio strategies
in different market conditions in accordance with the Parent Company’s risk philosophy and
appetite.

In April 2014, the Parent Company commenced using Bloomberg’s Portfolio VaR (PORT)
module in its VaR computation.  Bloomberg’s PORT is run on a Parametric VaR model whose
data set contains  1 year of historical prices and a daily update of its variance/covariance matrix.
In accordance with BSP standards, the Parent Company uses a 99.00% confidence level and a
10-day defeasance period.  This means, that statistically, the Parent Company’s losses on trading
operations will exceed VaR on at least 1 out of 100 trading business days.

The Enterprise Risk Management Group runs VaR on a daily basis, monitors the VaR against the
Board approved VaR limit and submits Daily VaR Reports to concerned division/group/segment
heads.

To verify the validity of the VaR model used, the Treasury Operations Division performs quarterly
back testing to examines how frequently actual daily losses exceeds the daily VaR. Backtesting
results are reviewed by the head of Treasury Operations Division.  Exceptions, if any, are reported
to the ROC and the BOD.

There were 33 recorded exemptions in the USD Fixed Income VaR limit in 2014 and 1 exception
in the FX Net Open Position VaR in 2015.

Since VaR is designed to describe risk in normal market conditions (i.e. 99.00% of the time), it
may not capture potential losses in the extreme that occur following movements outside the
prevailing market trend.  Stress testing is done to address extreme market conditions.

Starting February 2014, changes were made in the VaR computation for USD ROPs to take into
account foreign exchange rate risk between US dollar and Peso.

A summary of the VaR position of USD fixed income exposures of the Parent Company to
changes in market conditions is as follows:

Interest Rate and Foreign Exchange Interest Rate
USD Bonds from January to

December 2015
(in P= millions)

USD Bonds from February to
December 2014
(in P= millions)

USD Bonds for January 2014
(In USD millions)

31 December 14.73 128.66
Average Daily 32.80 116.45 2.22
Highest 58.69 151.15 2.45
Lowest 2.94 84.42 1.95
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A summary of the VaR position of Peso fixed income exposures of the Parent Company to
changes in market conditions is as follows:

Interest Rate
Peso Bonds 2015

(in P= millions)
Peso Bonds 2014

(in P= millions)
31 December – 404.05
Average Daily 32.72 495.42
Highest 50.39 679.09
Lowest 5.25 370.44

Stress testing
The Parent Company likewise performs stress testing on its FX trading position and on its
outstanding investment portfolios.  Stress testing is a technique used to determine the impact on
earnings of above position/portfolios from conditions or scenarios deemed “extreme” but
plausible.  Stress testing is used to inform senior management as to where vulnerabilities in the
Parent Company’s portfolio actually lie.

This helps the Parent Company evaluate its tolerance for risks and understand the combinations of
risks that can produce large losses.

Unlike VaR, which reflects price behavior in everyday markets, stress tests simulate portfolio
performance during abnormal market periods.  Accordingly, they provide information about risks
falling outside those typically captured by the VaR framework.  Hence, losses resulting from
stress tests are larger than the losses predicted by the VaR model.

The Parent Company’s Market & Liquidity Risk Manager performs the stress testing of traded
securities using uniform set of market stress shocks as prescribed by the BSP under their Uniform
Stress Testing Program for Banks.  The stress testing is conducted semi-anually and its results are
reported to the ROC and BOD.

To identify possible episodes of stress in the domestic financial market, Market & Liquidity Risk
Management Unit employs the Citi Early Warning Signal Risk Index – Philippines that measure
stress in economic and financial variables with a view of predicting weakness in local currencies.
A reading above 0.5 means that stress is above average and a reading below 0.5 means that stress
is below average.  The risk index level is reported monthly to ALCO and quarterly to ROC.

Interest Rate Risk Management
Interest rate risk arises from the possibility that changes in the interest rates will affect future cash
flows or the fair value of financial instruments.  The Group follows a prudent policy on managing
its assets and liabilities so as to ensure that the exposure to fluctuations in interest rates is kept
within acceptable limits.

A substantial proportion of the total loan portfolio is for a term of less than one year, and the
majority of the balance of its medium-term portfolio is on a floating-rate basis.  As of
December 31, 2015 and 2014, 65.03% and 57.09%, respectively, of the Group’s total loan
portfolio comprised floating rate loans which are repriced periodically by reference to the transfer
pool rate which reflects the Group’s internal cost of funds.  As a result of these factors, the
Group’s exposure to interest rate fluctuations, and other market risks, is significantly reduced.
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The Group, in keeping with banking industry practice, aims to achieve stability and lengthen the
term structure of its deposit base, while providing adequate liquidity to cover transactional
banking requirements of customers.  Interest is paid on substantial portion of demand accounts
which constituted 22.30% and 16.36%, respectively, of total deposits of the Group as of
December 31, 2015 and 2014, respectively, and pays a variable interest rate of 0.13% to 1.00%
and fixed rate of 0.13%.  Rates on savings accounts and time deposit accounts, which constituted
7.97% and 69.73%, respectively, of total deposits as of December 31, 2015 and 6.04% and
77.60%, respectively, of total deposits as of December 31, 2014 are set by different criteria.
Savings account rates are set by reference to prevailing market rates, while rates on time deposits
and special savings accounts are usually priced by reference to rates applicable to prevailing rates
on Philippine Treasury Bills and other money market instruments or, in the case of foreign
currency deposits, Singapore Interbank Offer Rate and other benchmark dollar deposit rates in the
Asian and international money markets with similar maturities.

The following table provides for the average EIR by period of maturity or repricing of the Group
as of December 31, 2015 and 2014:

December 31, 2015 December 31, 2014

Less than
3 Months

3 Months
to 1 Year

Greater
than

1 Year
Less than
3 Months

3 Months
to 1 Year

Greater
than

1 Year
Peso-denominated assets
Due from banks 0.38% – – 0.93% – –
Interbank loans 3.28% – – 1.33% – –
Loans and receivables 17.75% 19.92% 19.77% 47.87% 27.97% 24.13%
Liabilities
Deposit liabilities 1.10% 0.85% 3.41% 2.611% 1.937% 4.147%
Bills payable 1.98% 2.01% – 1.05% 5.12%
Foreign currency-denominated
 assets
Due from banks 0.18% – – 0.01% – –
Interbank loans 0.05% – – 0.33% 0.20% –
Loans and receivables 5.80% 4.71% 0.00% 1.67% 1.60% 2.17%
Liabilities
Deposit liabilities 1.30% 1.08% 2.28% 0.21% 0.41% –
Bills payable 1.11% – – 0.33% – –

The following table provides for the average EIR by period of maturity or repricing of the Parent
Company as of December 31, 2015 and 2014:

December 31, 2015 December 31, 2014

Less than
3 Months

3 Months
to 1 Year

Greater
than

1 Year
Less than
3 Months

3 Months
to 1 Year

Greater
than

1 Year
Peso-denominated assets
Due from banks 0.38% – – 0.260% – –
Interbank loans 3.28% – – 4.00% – –
Loans and receivables 12.33% 25.83% 26.82% 6.30% 23.57% 28.78%
Liabilities
Deposit liabilities 1.10% 0.85% 3.41% 0.530% 1.120% 3.490%
Bills payable 1.98% 2.01% – 2.09% 3.13% –
Foreign currency-denominated
 assets
Due from banks 0.18% – – 0.037% – –
Interbank loans 0.05% – – 1.00% 0.61% –
Loans and receivables 5.80% 4.71% – 5.00% 4.80% 6.50%
Liabilities
Deposit liabilities 1.30% 1.08% 2.28% 0.64% 1.22% –
Bills payable 1.11% – – 1.00% – –
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The Group also monitors its exposure to fluctuations in interest rates by measuring the impact of
interest rate movements on its interest income.  This is done by modeling the impact of various
changes in interest rates to the Group’s interest-related income and expenses.

The method by which the Group measures the sensitivity of its assets and liabilities to interest rate
fluctuations is by way of interest rate analysis.  This analysis provides the Group with a measure
of the impact of changes in interest rates on the actual portfolio i.e., the risk exposure of future
accounting income.  The repricing gap is calculated by distributing the financial assets and
financial liabilities into tenor buckets according to the time remaining to maturity or next repricing
date and then obtaining the difference between the total of the repricing (interest rate sensitive)
assets and repricing (interest rate sensitive) liabilities.

A gap is considered negative when the amount of interest rate sensitive liabilities exceeds the
amount of interest rate sensitive assets.  A gap is considered positive when the amount of interest
rate sensitive assets exceeds the amount of interest rate sensitive liabilities.  Accordingly, during a
period of rising interest rates, a bank with a positive gap would be better positioned than one with
a negative gap to invest in or hold higher yielding assets more quickly than it would need to
refinance its interest-bearing liabilities.  During a period of falling interest rates, a bank with a
positive gap would tend to see its assets repricing at a faster rate than one with a negative gap,
which may restrain the growth of its net income or result in a decline in net interest income.

The following tables set forth the asset-liability gap position of the Group and the Parent Company
as of December 31, 2015 and 2014 (amounts in millions):

Consolidated
December 31, 2015

Up to
1 Month

More than
1 Month to

3 Months

More
than 3 to

12 Months

More than
1 Year

but less
than

2 Years
Beyond
2 Years Total

Assets
Due from other banks P=2,009 P=– P=– P=– P=– P=2,009
Interbank loans receivable 229 – – – – 229
Financial assets at FVTPL 395 – – – – 395
Investment securities at

amortized cost – – 255 – 14,213 14,468
Loans and receivables 4,266 3,517 8,721 5,771 14,227 36,502
Total assets 6,899 3,517 8,976 5,771 28,440 53,603
Liabilities
Deposit liabilities 38,685 12,227 3,157 148 4,085 58,302
Bills payable 4,512 1,215 755 – – 6,482
Total liabilities 43,197 13,442 3,912 148 4,085 64,784
Asset-liability gap (P=36,298) (P=9,925) P=5,064 P=5,623 P=24,355 (P=11,181)
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Consolidated
December 31, 2014 (As restated - Note 7)

Up to
1 Month

More than
1 Month to

3 Months

More
than 3 to

12 Months

More than
1 Year

but less than
2 Years

Beyond
2 Years Total

Assets
Due from other banks P=1,454 P=64 P=119 P=– P=– P=1,637
Interbank loans receivable 833 – – – – 833
Financial assets at FVTPL 684 – – – – 684
Investment securities at
 amortized cost – – 15 263 12,993 13,271
Loans and receivables 3,004 5,864 6,066 2,804 15,777 33,515
Total assets 5,975 5,928 6,200 3,067 28,770 49,940
Liabilities
Deposit liabilities 36,718 14,835 3,431 1,037 3,097 59,118
Bills payable 2,468 947 10 – – 3,425
Total liabilities 39,186 15,782 3,441 1,037 3,097 62,543
Asset-liability gap (P=33,211) (P=9,854) P=2,759 P=2,030 P=25,673 (P=12,603)

Parent Company
December 31, 2015

Up to
1 Month

More than
1 Month to

3 Months

More
than 3 to

12 Months

More than
1 Year

but less
than

2 Years
Beyond
2 Years Total

Assets
Due from other banks P=1,787 P=– P=– P=– P=– P=1,787
Interbank loans receivable 229 – – – – 229
Financial assets at FVTPL 395 – – – – 395
Investment securities at

amortized cost – – 255 – 14,213 14,468
Loans and receivables 3,916 5,813 6,006 1,479 17,415 34,629
Total assets 6,327 5,813 6,261 1,479 31,628 51,508
Liabilities
Deposit liabilities 37,959 11,811 2,982 130 3,674 56,556
Bills payable 4,512 1,213 572 – – 6,297
Total liabilities 42,471 13,024 3,554 130 3,674 62,853
Asset-liability gap (P=36,144) (P=7,211) P=2,707 P=1,349 P=27,954 (P=11,345)

Parent Company
December 31, 2014

Up to
1 Month

More than
1 Month to

3 Months

More
than 3 to

12 Months

More than
1 Year

but less than
2 Years

Beyond
2 Years Total

Assets
Due from other banks P=1,376 P=– P=– P=– P=– P=1,376
Interbank loans receivable 833 – – – – 833
Financial assets at FVTPL 684 – – – – 684
Investment securities at
 amortized cost – – – 263 12,993 13,256
Loans and receivables 2,999 5,844 5,632 2,697 15,135 32,307
Total assets 5,892 5,844 5,632 2,960 28,128 48,456
Liabilities
Deposit liabilities 35,857 14,573 3,105 1,005 3,216 57,756
Bills payable 2,468 947 7 – – 3,422
Total liabilities 38,325 15,520 3,112 1,005 3,216 61,178
Asset-liability gap (P=32,433) (P=9,676) P=2,520 P=1,955 P=24,912 (P=12,722)
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The following table demonstrates the sensitivity of the cumulative net position of risk-sensitive
assets and risk-sensitive liabilities to a reasonable change in interest rates, with all other variables
held constant (amounts in millions):

2015
Changes in Interest Rates (in Basis Points)

Changes in interest rates (in basis points) +50 -50 +100 -100
Change in annualized net interest income (P=107.50) P=107.50 (P=215.01) P=215.01

2014
Changes in Interest Rates (in Basis Points)

Changes in interest rates (in basis points) +50 -50 +100 -100
Change in annualized net interest income (P=133.49) P=133.49 (P=266.99) P=266.99

The table below shows the different market risk-weighted assets using the standardized approach
in accordance with BSP Circular No. 538:

Consolidated Parent Company
Type of Market Risk Exposure 2015 2014 2015 2014
Interest rate exposures P=580,535 P=895,447 P=580,535 P=895,447
Foreign exchange exposures 34,476 21,911 34,476 21,911

P=615,011 P=917,358 P=615,011 P=917,358

Foreign Currency Risk Management
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates.  Foreign currency liabilities generally consist of foreign currency-deposits
in the Parent Company’s FCDU account made in the Philippines or which are generated from
remittances to the Philippines by Filipino expatriates and overseas Filipino workers who retain for
their own benefit or for the benefit of a third party, foreign currency deposit accounts with the
Parent Company and foreign currency-denominated borrowings appearing in the regular books of
the Parent Company.

Foreign currency deposits are generally used to fund the Parent Company’s foreign currency-
denominated loan and investment portfolio in the FCDU.  Banks are required by the BSP to match
the foreign currency assets with the foreign currency liabilities held through FCDUs.  In addition,
the BSP requires a 30.00% liquidity reserve on all foreign currency liabilities held through
FCDUs.

The Parent Company’s policy is to maintain foreign currency exposure within acceptable limits
and within existing regulatory guidelines.  The Parent Company believes that its profile of foreign
currency exposure on its assets and liabilities is within limits for a financial institution engaged in
the type of business in which the Parent Company is engaged in.

The ERMG uses VaR, FX Sensitivity Testing, and FX Stress Testing to measure risk inherent to
the Parent Company’s foreign currency net exposures.  In assessing the foreign currency risk, the
Parent Company employs a pre-defined key risk indicator under Market Risk Assessment Matrix
to determine the level of risk (e.g., Low Risk, Moderate Risk, High Risk) the results of which are
reported to the ROC on a quarterly basis.
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The table summarizes the Group’s exposure to foreign exchange risk as of December 31, 2015 and
2014.  Included in the table are the Group’s assets and liabilities at carrying amounts, categorized
by currency (amounts in Philippine peso equivalent).

December 31, 2015 December 31, 2014
USD Others* Total USD Others* Total

Assets
Loans and receivables:
 Due from other banks P=120,034 P=9,691 P=129,725 P=175,804 P=10,060 P=185,864
 Corporate loans 294,710 1,479 296,189 503,264 10,329 513,593
Accrued interest receivable 695 – 695 1,094 – 1,094
Accounts receivable – – – 1 – 1
Other assets 1,036 111 1,147 3,574 117 3,691
 Total assets 416,475 11,281 427,756 683,737 20,506 704,243
Liabilities
Bills payable – – – 313,040 – 313,040
Outstanding acceptances 40,586 1,479 42,065 15,290 10,329 25,619
Other liabilities:
 Others 33,753 281 34,034 394 – 394
Total liabilities 74,339 1,760 76,099 328,724 10,329 339,053
Net exposure P=342,136 P=9,521 P=351,657 P=355,013 P=10,177 P=365,190

 *Includes Euro, Australian Dollar, Japanese Yen, Swiss Franc, Canadian Dollar, Singapore Dollar

The table below indicates the exposure of the Group (excluding the Parent Company’s FCDU) to
USD on its non-trading monetary assets and liabilities.  The analysis calculates the effect of a
reasonably possible movement of the base currency rate against the USD, with all other variables
held constant, on the statement of income and statement of comprehensive income.  A negative
amount in the table reflects a potential net reduction in income or comprehensive income, while a
positive amount reflects a potential net increase.  The Group’s exposure in currencies other than
USD is minimal.

2015
Changes in Foreign Exchange Rates

Changes in foreign exchange rates +3.00% -3.00% +4.00% -4.00%
Change in annualized net income P=10,264 (P=10,264) P=13,685 (P=13,685)

2014
Changes in Foreign Exchange Rates

Changes in foreign exchange rates +3.00% -3.00% +4.00% -4.00%
Change in annualized net income P=10,650 (P=10,650) P=14,201 (P=14,201)

A negative amount reflects a potential net reduction in statement of income while a positive
amount reflects net potential increase.  As of December 31, 2015 and 2014, there is no impact on
the Group’s OCI other than those already affecting profit and loss.

Equity Price Risk Management
Equity price risk is the risk that the fair values of equities decrease as a result of changes in the
levels of equity indices and the value of individual stocks.  The Parent Company holds a minimal
amount of equity securities, hence any changes to equity prices are deemed to not significantly
affect its financial performance.
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Operational Risk
The Group uses the Basic Indicator Approach in computing Operational Risk in accordance with
BSP Circular No. 538 (amounts in millions):

Consolidated Parent Company
2015 2014 2015 2014

Average Gross Income (Previous 3 Years) P=2,518 P=2,181 P=2,496 P=2,181
Capital Charge (Average Gross Income
times 18.75%(a)) 472 409 468 409
Risk Weighted Asset (Capital Charge times 10) P=4,720 P=4,090 P=4,680 P=4,090
(a) Equivalent to adjusted capital charge of 15% of 125% to be consistent with required minimum Capital Adequacy Ratio of 10%

6. Segment Information

The Group’s operating businesses are organized and managed separately according to the nature
of services provided and the different markets served with each segment representing a strategic
business unit.  The Group’s business segments are as follows:

Branch Banking Group (formerly Prosperity Banking Segment) - principally handling individual
customers’ deposits, and providing overdrafts and fund transfer facilities;

Corporate Banking Group (formerly Enterprise Banking) - principally handling loans and other
credit facilities and deposit and current accounts for corporate and institutional customers;

Treasury Segment - principally providing money market, trading and treasury services, as well as
the management of the Group’s funding operations by use of treasury bills, government securities
and placements and acceptances with other banks, through treasury and wholesale banking;

Consumer Finance Segment (formerly Convenience Banking Segment) - principally providing
consumer type loans, i.e. Mortgage, Auto and Personal Loans; and

Trust and Wealth Management Segment (formerly Trust Group) - principally engaging in trust and
other fiduciary business and performing investment management services and also functions as
Trustee or Investment Manager.

Segment assets are those operating assets that are employed by a segment in its operating activities
and that either directly attributable to the segment or can be allocated to the segment on a
reasonable basis.

Segment liabilities are those operating liabilities that result from the operating activities of a
segment and that either are directly attributable to the segment or can be allocated to the segment
on a reasonable basis.

Interest income is reported net as management primarily relies on net interest revenue as a
performance measure, not the gross interest income and expense.  Included under Treasury is the
income support earned by the Group from the FAA.

No revenue from transactions with a single external customer or counterparty amounted to 10.00%
or more of the Group’s total revenue in 2015, 2014, and 2013.

The Group’s revenue-producing assets are located in the Philippines (i.e., one geographical
location), therefore, geographical segment information is no longer presented.
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For management purposes, business segment information provided to the Chief Operating
Decision Maker (CODM) is based on the Regulatory Accounting Principles (RAP) submitted to
BSP in compliance with the reportorial requirements under the Financial Reporting Package
(FRP) for banks, which differ from PFRS.  The CODM is the Group’s BOD.

The following table presents income and profit and certain asset and liability information
regarding the Group’s operating segments as of and for the years ended December 31, 2015, 2014
and 2013:

Consolidated
2015

Branch
Banking

Group

Corporate
Banking

Group
Treasury

Segment

Consumer
Finance
Segment

Trust and
Wealth

Management
Segment Unallocated RAP

RAP-PFRS
Adjustments Total

Revenue
Revenue, net of interest expense
     Third party P=2,003,627 (P=470,838) P=9,212 P=736,644 P=7,914 P=45,968 P=2,332,527 (P=6,559) P=2,325,968
     Intersegment 1,301,985 (880,451) (217,788) (230,896) 4,166 22,984 − − −
Other operating income (1,188,320) 1,146,093 246,533 382,623 5,283 393,886 986,098 922,799 1,908,897
Total operating income 2,117,292 (205,196) 37,957 888,371 17,363 462,838 3,318,625 916,240 4,234,865
Compensation and fringe

benefits 399,162 89,388 29,309 243,233 25,431 556,563 1,343,086 1,072 1,344,158
Taxes and licenses 174,228 75,720 58,745 60,963 1,461 47,411 418,528 17,249 435,777
Occupancy and other

equipment-related costs 159,338 2,303 1,048 20,965 903 31,155 215,712 1,979 217,691
Depreciation and amortization 106,057 5,258 2,203 37,819 2,188 242,132 395,657 (105,126) 290,531
Provision for (reversal of) credit

and impairment losses − 62,737 − 125,216 − (135,014) 52,939 390,863 443,802
Other operating expenses 262,020 39,918 51,676 288,415 4,686 303,989 950,704 (137,816) 812,888
Net operating income (loss) P=1,016,487 (P=480,520) (P=105,024) P=111,760 (P=17,306) (P=583,398) (P=58,001) P=748,019 P=690,018
Segment results
Net interest income P=2,003,627 (P=470,838) P=9,212 P=736,644 P=7,914 P=45,968 P=2,332,527 (P=6,559) P=2,325,968
Trading and securities

loss - net − − (13,552) − − − (13,552) (26,913) (40,465)
Rent income − − − 300 − 403,948 404,248 (176) 404,072
Service charges, fees, and

commissions 94,609 245,551 25 116,307 − 1 456,493 (29,937) 426,556
Foreign exchange gain

(loss) - net 5,786 13,197 (8,029) 45 (19) − 10,980 (780) 10,200
Profit from asset sold − − − 854 − 6,314 7,168 (1,833) 5,335
Income from trust operations 5,344 1,410 2,079 − 9,468 − 18,301 (1) 18,300
Fair value gain from investment

properties − − − − − − − 941,728 941,728
Gain on disposal of investment

securities at amortized cost − − 48,174 − − − 48,174 − 48,174
Gain on assets exchange − − − − − − − 3,702 3,702
Miscellaneous 7,926 5,484 48 34,221 − 6,607 54,286 37,009 91,295
Total operating income 2,117,292 (205,196) 37,957 888,371 17,363 462,838 3,318,625 916,240 4,234,865
Compensation and fringe

benefits 399,162 89,388 29,309 243,233 25,431 556,563  1,343,086 1,072 1,344,158
Taxes and licenses 174,228 75,720 58,745 60,963 1,461 47,411 418,528 17,249 435,777
Occupancy and other

equipment-related costs 159,338 2,303 1,048 20,965 903 31,155 215,712 1,979 217,691
Depreciation and amortization 106,057 5,258 2,203 37,819 2,188 242,132 395,657 (105,126) 290,531
Provision for (reversal of) credit

and impairment losses − 62,737 − 125,216 − (135,014) 52,939 390,863 443,802
Other operating expenses 262,020 39,918 51,676 288,415 4,686 303,989 950,704 (137,816) 812,888
Total operating expenses 1,100,805 275,324 142,981 776,611 34,669 1,046,236 3,376,626 168,221 3,544,847
Segment profit (loss) 1,016,487 (480,520) (105,024) 111,760 (17,306) (583,398) (58,001) 748,019 690,018
Provision for income tax (29) (1,502) (138,142) (15,819) − (39,920) (195,412) (290,924) (486,336)
Non-controlling interest in net

income of subsidiaries − − − − − 1,816 1,816 (2,197) (381)
Net income (loss) P=1,016,458 (P=482,022) (P=243,166) P=95,941 (P=17,306) (P=621,502) (P=251,597) P=454,898 P=203,301
Segment assets
Property and equipment P=586,891 P=− P=− P=115,436 P=− P=1,396,578 P=2,098,905 (P=308,103) P=1,790,802
Investment properties − − − 67,844 − 3,766,739 3,834,583 1,864,428 5,699,011
Unallocated assets 10,612,987 26,175,773 22,879,852 7,277,161 72,269 4,546,759 71,564,801 (2,978,298) 68,586,503
Total segment assets P=11,199,878 P=26,175,773 P=22,879,852 P=7,460,441 P=72,269 P=9,710,076 P=77,498,289 (P=1,421,973) P=76,076,316
Total segment liabilities P=49,447,498 P=43,578 P=14,001,994 P=2,080,091 P=100,000 P=2,934,254 P=68,607,415 (P=1,455,122) P=67,152,293
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Consolidated
2014 (As restated - Note 7)

Prosperity
Banking
Segment

Enterprise
Banking
Segment

Treasury
Segment

Convenience
Banking
Segment Trust Group Unallocated RAP

RAP-PFRS
Adjustments Total

Revenue
Revenue, net of interest expense
     Third party P=1,998,907 (P=525,672) (P=5,525) P=371,985 P=6,638 P=407,317 P=2,253,650 (P=311,708) P=1,941,942
     Intersegment 1,301,985 (880,451) (217,788) (230,896) 4,166 22,984 − − −
Other operating income (1,235,702)  1,099,871  363,352  319,681  3,602  540,247  1,091,051  51,676  1,142,727
Total operating income  2,065,190  (306,252)  140,039  460,770  14,406  970,548  3,344,701  (260,032)  3,084,669
Compensation and fringe

benefits  390,607  131,469  25,414  138,645  48,689  642,824  1,377,648  (11,616)  1,366,032
Taxes and licenses  149,402  72,125  77,077  31,759  692  53,587  384,642  (4,518)  380,124
Occupancy and other

equipment-related costs  122,672  1,151  438  6,097  707  79,407  210,472 −  210,472
Depreciation and amortization  66,946  6,544  2,113  15,029  3,002  200,354  293,988  (96,027)  197,961
Provision for (reversal of) credit

and impairment losses −  1,521 −  6,222 −  (149,391)  (141,648)  (53,205)  (194,853)
Other operating expenses  241,311  48,336  36,945  170,422  10,364  291,785  799,163  (84,330)  714,833
Net operating income (loss)  P=1,094,252  (P=567,398) (P=1,948)  P=92,596  (P=49,048)  (P=148,018) P=420,436  (P=10,336) P=410,100
Segment results
Net interest income P=1,998,907  (P=525,672)  (P=5,525)  P=371,985  P=6,638  P=407,317  P=2,253,650  (P=311,708)  P=1,941,942
Trading and securities

gain - net − −  146,840 − −  173,889  320,729  (258,772)  61,957
Rent income − − −  75 −  313,349  313,424 −  313,424
Service charges, fees, and

commissions  49,188  207,555  33  80,929 −  (19,219)  318,486  7,978  326,464
Foreign exchange gain

(loss) - net  3,107  6,207  (3,590) −  (4)  26,085  31,805 −  31,805
Profits from asset sold − − −  154 −  48,148  48,302  (39,283)  9,019
Income from trust operations  5,905  2,831  2,539 −  7,772  8  19,055  −  19,055
Fair value gain from investment

properties − − − − − − −  380,407  380,407
Loss on disposal of investment

securities at amortized cost − − (258) − − − (258) − (258)
Gains (loss) on assets exchange − − −  104 − −  104  (21,539)  (21,435)
Miscellaneous   8,083  2,827 −  7,523 −  20,971  39,404  (17,115)  22,289
Total operating income  2,065,190  (306,252)  140,039  460,770  14,406  970,548  3,344,701  (260,032)  3,084,669
Compensation and fringe

benefits 390,607 131,469 25,414 138,645 48,689 642,824 1,377,648  (11,616) 1,366,032
Taxes and licenses  149,402  72,125  77,077  31,759  692  53,587  384,642  (4,518)  380,124
Occupancy and other

equipment-related costs  122,672  1,151  438  6,097  707  79,407  210,472 −  210,472
Depreciation and amortization  66,946  6,544  2,113  15,029  3,002  200,354  293,988  (96,027)  197,961
Provision for (reversal of) credit

and impairment losses −  1,521 −  6,222 −  (149,391)  (141,648)  (53,205)  (194,853)
Other operating expenses  241,311  48,336  36,945  170,422  10,364  291,785  799,163  (84,330)  714,833
Total operating expenses  970,938  261,146  141,987  368,174  63,454  1,118,566  2,924,265  (249,696)  2,674,569
Segment profit (loss) 1,094,252 (567,398) (1,948) 92,596 (49,048)  (148,018)  420,436 (10,336) 410,100
Provision for income tax (19) (3,027) (137,904) (12,921) − (58,651)  (212,522) (87,031) (299,553)
Non-controlling interest in net

income of subsidiaries − − − − − 418 418 (8) 410
Net income (loss) P=1,094,233 (P=570,425) (P=139,852) P=79,675 (P=49,048)  (P=206,251)  P=208,332  (P=97,375)  P=110,957
Segment assets
Property and equipment P=585,045 P=− P=− P=129,025 P=−  P=1,415,492  P=2,129,562 (P=238,532)  P=1,891,030
Investment properties − − − 213,978 − 3,825,139 4,039,117 671,311 4,710,428
Unallocated assets 10,278,710 23,992,485 22,108,821 6,424,372 75,573  4,439,845  67,319,806 (1,985,480)   65,334,326
Total segment assets P=10,863,755 P=23,992,485 P=22,108,821 P=6,767,375 P=75,573  P=9,680,476 P=73,488,485 (P=1,552,701) P=71,935,784
Total segment liabilities P=53,025,721 P=25,619 P=8,288,211 P=1,555,423 P=167,808  P=2,207,461  P=65,270,243  (P=552,938)  P=64,717,305
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Consolidated
2013

Prosperity
Banking
Segment

Enterprise
Banking
Segment

Treasury
Segment

Convenience
Banking
Segment Trust Group Unallocated RAP

RAP-PFRS
Adjustments Total

Revenue
Revenue, net of interest expense
     Third party P=448,221 P=277,866 P=385,336 P=125,484 P=2,690 P=748,939 P=1,988,536 (P=270,786) P=1,717,750
     Intersegment 1,082,185 (560,008) (534,039) (28,164) 120 39,906 – – –
Other operating income (1,011,919) 713,948 2,081,435 37,013 14,409 224,485 2,059,371 244,511 2,303,882
Total operating income 518,487 431,806 1,932,732 134,333 17,219 1,013,330 4,047,907 (26,275) 4,021,632
Compensation and fringe

benefits 271,696 83,826 18,785 70,605 21,429 638,094 1,104,435 (24,256) 1,080,179
Taxes and licenses 124,760 54,409 201,270 217 1,595 86,564 468,815 (11,889) 456,926
Occupancy and other

equipment-related costs 105,148 835 229 3,232 292 20,795 130,531 – 130,531
Depreciation and amortization 55,185 5,020 2,065 4,142 1,335 163,737 231,484 (98,245) 133,239
Provision for (reversal of) credit

and impairment losses – – – 54 – – 54 (402,729) (402,675)
Other operating expenses 136,904 35,626 54,419 41,690 11,165 252,610 532,414 61,088 593,502
Net operating income (loss) (P=175,206) P=252,090 P=1,655,964 P=14,393 (P=18,597) (P=148,470) P=1,580,174 P=449,756 P=2,029,930
Segment results
Net interest income P=448,221 P=277,866 P=385,336 P=125,484 P=2,690 P=748,939 P=1,988,536 (P=270,786) P=1,717,750
Trading and securities gain

(loss) - net – – 1,549,625 – – (4,262) 1,545,363 (4,763) 1,540,600
Rent income – – – – – 256,294 256,294 – 256,294
Service charges, fees, and

commissions 53,439 146,757 83 8,495 – 6,703 215,477 – 215,477
Foreign exchange gain

(loss) - net 3,519 4,296 (2,341) – (12) (23,229) (17,767) – (17,767)
Profits from asset sold 72 – – – – 32,393 32,465 (21,762) 10,703
Income from trust operations 5,502 2,438 – – 14,541 – 22,481 – 22,481
Fair value gain from investment

properties – – – – – – – 248,914 248,914
Gains (loss) on assets exchange – – – – – – – 23,385 23,385
Miscellaneous 7,734 449 29 354 – (3,508) 5,058 (1,263) 3,795
Total operating income 518,487 431,806 1,932,732 134,333 17,219 1,013,330 4,047,907 (26,275) 4,021,632
Compensation and fringe

benefits 271,696 83,826 18,785 70,605 21,429 638,094 1,104,435 (24,256) 1,080,179
Taxes and licenses 124,760 54,409 201,270 217 1,595 86,564 468,815 (11,889) 456,926
Occupancy and other

equipment-related costs 105,148 835 229 3,232 292 20,795 130,531 – 130,531
Depreciation and amortization 55,185 5,020 2,065 4,142 1,335 163,737 231,484 (98,245) 133,239
Provision for (reversal of) credit

and impairment losses – – – 54 – – 54 (402,729) (402,675)
Other operating expenses 136,904 35,626 54,419 41,690 11,165 252,610 532,414 61,088 593,502
Total operating expenses 693,693 179,716 276,768 119,940 35,816 1,161,800 2,467,733 (476,031) 1,991,702
Segment profit (loss) (175,206) 252,090 1,655,964 14,393 (18,597) (148,470) 1,580,174 449,756 2,029,930
Provision for income tax – (5,969) (85,322) – – (226,743) (318,034) (79,012) (397,046)
Net income (loss) (P=175,206) P=246,121 P=1,570,642 P=14,393 (P=18,597) (P=375,213) P=1,262,140 P=370,744 P=1,632,884
Segment assets
Equity investment
Property and equipment P=288,629 P=– P=– P=– P=– P=1,788,557 P=2,077,186 (P=330,617) P=1,746,569
Investment properties – – – – – 3,126,568 3,126,568 697,651 3,824,219
Unallocated assets 7,796,020 19,041,379 19,309,388 2,007,431 80,126 11,563,951 59,798,295 (2,770,428) 57,027,867
Total segment assets P=8,084,649 P=19,041,379 P=19,309,388 P=2,007,431 P=80,126 P=16,479,076 P=65,002,049 (P=2,403,394) P=62,598,655
Total segment liabilities P=44,485,826 P=43,189 P=5,034,349 P=– P=– P=10,691,159 P=60,254,523 (P=1,729,483) P=58,525,040

Net operating gain (loss) after tax reported to the CODM, which is based on RAP, amounted to
(P=251.60) million, P=208.33 million and P=1.26 billion in 2015, 2014 and 2013 respectively.  The
difference between RAP and PFRS primarily pertains to the accounting treatment for investment
properties and related transactions.

The Group’s share in net income of an associate amounting to P=0.47 million in 2015,
P=0.36 million in 2014, and P=1.26 million in 2013 are included under RAP-PFRS Adjustments.
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7. Business Combinations and Goodwill

Acquisition of Rural Bank of Nagcarlan, Inc. (RBNI)
On March 11, 2014, the Parent Company entered into a Memorandum of Agreement (MOA) and
Share Purchase Agreement (SPA) with the shareholders of RBNI to acquire the latter’s
outstanding shares.  RBNI was registered with the SEC on May 31, 1962, and was authorized by
the BSP to engage in rural banking business on June 2, 1962.

On July 28, 2014, the BSP approved the Parent Company’s request to acquire the outstanding
shares of RBNI subject to the following conditions:

1. Parent Company’s infusion of additional capital in RBNI to increase the latter’s capital by
P=300.00 million within 5 banking days; and

2. Submission by RBNI to BSP of an application to amend its Articles of Incorporation to
increase its authorized capital stock within 30 calendar days.

On the same date, BSP acknowledged that the Parent Company is entitled to branch licenses,
including the following regulatory incentives in connection with the acquisition of RBNI:

1. Relocation of existing branches of RBNI to provincial areas other than Metro Manila, within
2 years from date of closing of transaction; and

2. Waiver of special branch licensing and processing fees for the branch licenses.

On August 5, 2014, the Parent Company satisfactorily complied with the BSP’s condition to
infuse additional capital of P=300.00 million in RBNI.  On August 20, 2014, RBNI submitted to
BSP its application for the amendment of its Articles of Incorporation to increase its authorized
capital stock.  The additional capital infusion of P=300.00 million was recognized by RBNI as a
liability as the application for increase in authorized capital stock is still subject to the approval of
the SEC.

On September 1, 2014, the Parent Company obtained control of RBNI through the purchase of
96.32% of the outstanding capital stock of RBNI for P=48.30 million.  The acquisition provides the
Parent Company the opportunity to expand its branch network and increase its presence in the
consumer and small-medium entities sector.

The Parent Company has elected to measure the non-controlling interest in the acquiree at their
proportionate share of the acquiree’s net identifiable assets.
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The following table summarizes the fair values of the assets acquired and liabilities assumed as of
the acquisition date:

Final
Fair Values

Provisional
Fair Values

Increase
(Decrease)

Assets
Cash and other cash items P=5,637 P=5,637 P=−
Due from BSP 15,550 15,550 −
Due from other banks* 337,598 337,598 −
Loans and receivables 67,094 97,663 (30,569)
Property and equipment (Note 14) 11,139 11,139 −
Investment properties (Note 15) 165,568 198,170 (32,602)
Other assets 1,156 1,156 −

603,742 666,913 (63,171)
Liabilities
Deposit liabilities 463,709 463,028 681
Accrued interest, taxes and other expenses 4,821 4,821 −
Deferred tax liabilities (Note 31) 32,880 37,020 (4,140)
Other liabilities* 318,294 318,294 −

819,704 823,163 (3,459)
Net liabilities assumed (P=215,962) (P=156,250) (P=59,712)
*Includes the P=300.00 million capital infusion of the Parent Company.

The fair values of net identifiable liabilities of RBNI recognized in the 2014 consolidated financial
statements were provisional as the fair valuation of certain assets and liabilities have not yet been
completed as of December 31, 2014.  As permitted under PFRS 3, the Parent Company finalized
its purchase price allocation in 2015 to consider additional information about facts and
circumstances that existed as of acquisition date.  The following significant changes have been
considered in the final purchase price allocation:

1. The Parent Company revised its estimate of the contractual amounts not expected to be
collected from the acquired receivables that resulted to a decrease in the fair value of loans
and receivables by P=30.57 million.

2. The independent appraisal reports for investment properties were completed in 2015 and
resulted to a decrease in fair value of investment properties by P=32.60 million.

3. The Parent Company discounted the future contractual cash flows of long-term time deposits
using RBNI's 2014 incremental borrowing rates that resulted to an increase in fair value of
deposit liabilities by P=0.68 million.

4. The deferred tax effect of the finalization of purchase price allocation for RBNI resulted to a
decrease in deferred tax liabilities by P=4.14 million.

In addition to the above identifiable assets and liabilities, the Parent Company recognized the
fair value of branch licenses acquired as a result of the business combination amounting to
P=262.90 million and the related deferred tax liability of P=78.87 million (see Notes 16 and 31).
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Goodwill from acquisition is computed as follows:

Final Provisional
Increase

(Decrease)
Consideration transferred P=48,297 P=48,297 P=−
Add: Fair value of net liabilities assumed 215,962 156,250 59,712
Less:

Proportionate interest of non-
controlling interest (7,947) (5,750) (2,197)

Branch licenses granted, net of
deferred tax liability (184,030) (184,030) −

P=72,282 P=14,767 P=57,515

The goodwill arising from the acquisition can be attributed mainly to expected synergies and
increase in geographical presence and customer base.

From the date of acquisition to December 31, 2014, the total operating income and net loss of RBNI
that was consolidated to the Group amounted to P=1.92 million and P=9.58 million, respectively.  Had
the acquisition occurred at the beginning of the year, the Group’s total operating income would
have increased by P=31.10 million while income before tax would have decreased by P=56.03 million
for the year ended December 31, 2014.

Cash flows on acquisition follows:

Consideration transferred P=48,297
Capital infusion 300,000
Net cash acquired with the subsidiary* (358,785)
Net cash inflow (P=10,488)
*Includes Cash and other cash items, Due from BSP and Due from other banks.

Acquisition of Banco Dipolog, Inc. (BDI)
On April 25, 2014, the Parent Company entered into a MOA with the shareholders of BDI to
acquire at least 90% of the outstanding ordinary shares of the latter.  BDI was registered with SEC
on October 8, 1957, and is primarily engaged in rural banking business.

The BSP approved the Parent Company’s request to acquire the outstanding shares of BDI on
September 9, 2014.

On September 18, 2014, the Parent Company entered into a SPA with the shareholders of BDI and
obtained control of the latter.  However, for convenience, the Parent Company designated
October 1, 2014 as the acquisition date.  The acquisition allowed the Parent Company to hold
99.80% equity interest in BDI.

The acquisition provides the Parent Company the opportunity to expand its branch network and
increase its presence in the consumer and small-medium entities sector.

The Parent Company has elected to measure the non-controlling interest in the acquiree at their
proportionate share of the acquiree’s net identifiable assets.
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The following table summarizes the fair values of the assets acquired and liabilities assumed as of
the acquisition date:

Final
Fair Values

Provisional
Fair Values

Increase
(Decrease)

Assets
Cash and other cash items P=18,658 P=18,658 P=−
Due from BSP 37,715 37,715 −
Due from other banks 384,084 384,084 −
Loans and receivables 914,549 909,268 5,281
Property and equipment (Note 14) 120,792 120,792 −
Investment properties (Note 15) 19,549 16,415 3,134
Software cost (Note 16) 5,925 5,925 −
Deferred tax assets (Note 31) 43,085 − 43,085
Other assets 6,368 7,293 (925)

1,550,725 1,500,150 50,575
Liabilities
Deposit liabilities 1,093,210 1,085,889 7,321
Bills payable and other borrowings 49,191 49,191 −
Accrued interest, taxes and other expenses 5,434 4,199 1,235
Deferred tax liabilities (Note 31) 9,099 8,771 328
Other liabilities 4,636 4,636 −

1,161,570 1,152,686 8,884
Net assets acquired P=389,155 P=347,464 P=41,691

The fair values of net identifiable assets of BDI recognized in the 2014 consolidated financial
statements were provisional as the fair valuation of certain assets and liabilities have not yet been
completed as of December 31, 2014.  As permitted under PFRS 3, the Parent Company finalized
its purchase price allocation in 2015 to consider additional information about facts and
circumstances that existed as of acquisition date.  The following significant changes have been
considered in the final purchase price allocation:

1. The Parent Company revised its estimate of the future cash flows on loans and receivables
and considered the underlying collaterals in the fair valuation of BDI’s impaired secured
loans.  This resulted to an increase in fair value of loans and receivables by P=5.28 million.

2. An independent appraisal report for an investment property was completed in 2015 and
resulted to an increase in fair value of investment properties by P=3.13 million.

3. The Parent Company recognized deferred tax assets of P=43.09 million because BDI has
sufficient forecasted taxable income against which these deferred tax assets can be realized.

4. The Parent Company discounted the future contractual cash flows of long-term special
savings and time deposits using BDI’s 2014 incremental borrowing rates that resulted to an
increase in fair value of deposit liabilities by P=7.32 million.

5. The actuarial valuation of BDI's retirement plans were finalized in 2015.  This resulted to a
decrease in fair value of other assets by P=0.93 million and an increase in fair value of accrued
interest, taxes and other expenses by P=1.24 million.

6. The deferred tax effect of the finalization of purchase price allocation for BDI resulted to an
increase in deferred tax liabilities by P=0.33 million.



- 78 -

*SGVFS018070*

Goodwill from acquisition is computed as follows:

Final Provisional
Increase

 (Decrease)
Consideration transferred P=494,544 P=494,544 P=−
Add: Proportionate interest of non-

controlling interest 785 700 85
Less: Fair value of net assets acquired (389,155) (347,464) (41,691)

P=106,174 P=147,780 (P=41,606)

The goodwill arising from the acquisition can be attributed mainly to expected synergies and
increase in geographical presence and customer base.

From the date of acquisition to December 31, 2014, the total operating income and net income of
BDI that was consolidated to the Group amounted to P=56.96 million and P=3.81 million, respectively.
Had the acquisition occurred at the beginning of the year, the Group’s total operating income would
have increased by P=148.94 million while income before tax would have increased by P=17.45 million
for the year ended December 31, 2014.

Cash flows on acquisition follows:

Consideration transferred P=494,544
Net cash acquired with the subsidiary* (440,457)
Net cash outflow P=54,087
*Includes Cash and other cash items, Due from BSP and Due from other banks.

Prior to its acquisition by the Parent Company, BDI was in the process of consolidating with Rural
Bank of Kabasalan, Inc. (RBKI), a bank that was 99.99% owned by the then majority owners of BDI.
As BDI was pushing for an earlier approval of the Parent Company’s buy-out, on August 7, 2014, BDI
informed BSP about its intention to withdraw its application for consolidation with RBKI and to just
submit an application for merger with RBKI after the buy-out.  On September 2, 2014, the Parent
Company also informed BSP about its commitment to undertake the merger of BDI and RBKI upon
receipt of BSP approval for its acquisition of BDI.  On January 30, 2015, the former shareholders of
BDI confirmed in writing that upon acquisition of BDI, they have also relinquished their ownership in
RBKI in favor of PBCom, and that the consideration from PBCom covered both the payment for their
shares in BDI and RBKI.  Thus, the final purchase price of P=498.99 million shall be allocated between
BDI and RBKI based on the relative fair values of their net assets.  The consideration paid pertaining
to RBKI of P=4.45 million is treated as deposit for future acquisition under Miscellaneous assets until
regulatory approvals are obtained.

The net impact of the finalization of purchase price allocation for RBNI and BDI on the 2014
consolidated net income was not material.

Three-way Merger of BDI, RBNI and RBKI
On October 28, 2015, the Parent Company’s BOD in its regular meeting authorized the three-way
merger of BDI, RBNI and RBKI, with BDI as the surviving entity.

On December 16, 2015, the three rural banks entered into a Plan of Merger agreement.  Under the
agreement, RBNI and RBKI will be merged to BDI upon approval of the BSP, PDIC and SEC and
upon issuance by the SEC of a Certificate of Merger.
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On December 28, 2015, an application for the three-way merger was submitted to PDIC and BSP.
On the same date, management withdrew the application for increase of RBNI’s authorized capital
stock to give way to the three-way merger.  Management expects that regulatory approvals for the
acquisition of RBKI will be simultaneously received with the approvals for the merger
application.

Impairment Testing of Goodwill
Since the three-way merger has already been committed as of December 31, 2015, goodwill
acquired through the acquisition of RBNI and BDI has been allocated to the merged operations of
RBNI and BDI, which is considered as a single CGU for purposes of impairment testing.  RBKI
was not considered in the determination of CGU as its acquisition by the Parent Company has not
yet been finalized as of December 31, 2015.  As of December 31, 2015, the carrying amount of
goodwill amounted to P=178.46 million, and management assessed that no impairment losses shall
be recognized during the year.

Key assumptions used in the VIU calculation
As of December 31, 2015, the recoverable amount of the CGU has been determined based on a
VIU calculation using cash flow projections from the strategic plan covering a 5-year period
submitted to BSP and PDIC for the three-way merger.  Key assumptions in the VIU calculation of
the CGU are most sensitive to the discount rate and growth rate used to project cash flows.  Future
cash flows were based on experiences and strategies developed and prospects.  The discount rate
used for the computation of the net present value is the cost of equity and was determined by
reference to comparable entities.  The pre-tax discount rate applied to cash flow projections is
9.51% and the growth rate used to extrapolate cash flows beyond the five-year period is 5.00%.

Sensivity to changes in assumptions
Management believes that no reasonably possible change in any of the above key assumptions
would cause the carrying value of the goodwill to materially exceed its recoverable amount.

8. Investments in Subsidiaries and an Associate

This account consists of investments in:

% of Consolidated Parent Company
Ownership 2015 2014 2015 2014

Subsidiaries:
RBNI 96.32 P=– P=– P=348,297 P=348,297
BDI 99.80 – – 494,544 494,544
PISAI 100.00 – – 10,000 10,000

– – 852,841 852,841
Associate - PBCom Finance
Acquisition cost 40.00 2,000 2,000 2,000 2,000
Accumulated equity in net income
Balance at January 1 9,645 9,284 – –
Share in net income* 468 361 – –
Balance at December 31 10,113 9,645 – –

12,113 11,645 2,000 2,000
P=12,113 P=11,645 P=854,841 P=854,841

*Included under Miscellaneous income

As discussed in Note 7, the Parent Company acquired 96.32% and 99.80% of the outstanding
shares of RBNI and BDI on September 1, 2014 and October 1, 2014, respectively.
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RBNI
The investment cost amounting to P=348.30 million includes the consideration for the acquisition
amounting to P=48.30 million and the capital infusion made by the Parent Company amounting to
P=300.00 million as required by the BSP.

BDI
The investment cost amounting to P=494.54 million represents the consideration for the acquisition.

PISAI
As discussed in Note 1, the SEC approved the incorporation of PISAI on May 9, 2014.  The
investment cost of P=10.00 million represents the initial equity investment as approved by the BSP
on May 2, 2014.

9. Interbank Loans Receivable and Securities Purchased Under Resale Agreements

Interbank loans receivable of the Group and the Parent Company is comprised of USD-denominated
loans of P=229.28 million ($4.87 million) as of December 31, 2015 and Peso-denominated and
USD-denominated loans amounting to P=200.00 million and P=632.60 million ($14.15 million),
respectively, as of December 31, 2014.

As of December 31, 2015 and 2014, there is no outstanding SPURA.

Interest income on interbank loans receivable and SPURA follows:

Consolidated
2015 2014 2013

Interbank loans receivable (Note 32) P=4,101 P=6,229 P=698
SPURA 7,330 15,486 9,378

P=11,431 P=21,715 P=10,076

Parent Company
2015 2014 2013

Interbank loans receivable (Note 32) P=11,703 P=6,229 P=698
SPURA 7,330 15,486 9,378

P=19,033 P=21,715 P=10,076

Interbank loans receivable bears nominal annual interest rates ranging from 2.56% to 6.25% in
2015, 2.09% to 4.00% in 2014, and 0.50% to 1.15% in 2013 while SPURA bears nominal annual
interest rates of 4.00% in 2015, 3.50% to 4.00% in 2014, and 3.50% in 2013.

The Parent Company is not permitted to sell or repledge the related collateral on SPURA in the
absence of default by the counterparty.
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10. Financial Assets at Fair Value Through Profit or Loss

Financial assets at FVTPL of the Group and the Parent Company consist of:

2015 2014
Private bonds P=395,258 P=376,575
Government securities – 307,644

P=395,258 P=684,219

As of December 31, 2015 and 2014, financial assets at FVTPL include net unrealized loss
amounting to P=3.36 million and P=6.82 million, respectively.  Net fair value gain or loss on
financial assets at FVTPL is included in ‘Trading and securities gain (loss) - net’ in the statements
of income (see Note 27).

11. Equity Securities at Fair Value through Other Comprehensive Income

As of December 31, 2015 and 2014, the Group’s and the Parent Company’s equity securities
measured at FVTOCI consists of the following:

2015 2014
Quoted equity securities P=33,145 P=31,668
Unquoted equity securities 11,307 11,307

P=44,452 P=42,975

The Parent Company has designated the above equity investments as at FVTOCI because they are
held for long-term strategic purpose rather than for trading.

In 2015 and 2014, no dividends were recognized on these equity investments and no cumulative
gain or loss was transferred within equity.

The movements in net unrealized gain on equity securities recognized in OCI follow:

2015 2014
Balance at January 1 P=24,354 P=–
Unrealized gains for the year 1,477 197
Effect of initial application of PFRS 9 (Note 2) – 24,157
Balance at December 31 P=25,831 P=24,354

12. Investment Securities at Amortized Cost

As of December 31, 2015 and 2014, the Group’s and the Parent Company’s investment securities
at amortized cost consist of the following:

Consolidated Parent Company
2015 2014 2015 2014

Government securities P=12,274,555 P=12,096,616 P=12,274,555 P=12,096,616
Private bonds 2,193,835 1,174,248 2,193,835 1,159,694

P=14,468,390 P=13,270,864 P=14,468,390 P=13,256,310
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As of December 31, 2015, investment securities at amortized cost is comprised of the Parent
Company’s investment in Peso-denominated securities amounting to P=10.40 billion and
investment in USD-denominated securities amounting to P=4.07 billion ($86.48 million).  As of
December 31, 2014, investment securities at amortized cost is comprised of the Group’s and the
Parent Company’s investment in Peso-denominated securities amounting to P=10.21 billion and
P=10.20 billion, respectively, and the Parent Company’s investment in USD-denominated securities
amounting to P=3.06 billion ($68.36 million).

In 2015, the Parent Company disposed Peso-denominated government securities carried at
amortized cost with aggregate face amount of P=600.00 million, which resulted in a gain of
P=48.17 million.  The gain is presented as ‘Gain (loss) on disposal of investment securities at
amortized cost’ in the statements of income.  The disposal was made to realign the composition of
Secondary Reserves as provided for under the Parent Company’s Liquidity Contingency Plan.

In 2014, the Parent Company disposed Peso-denominated government securities carried at
amortized cost with aggregate face amount of P=500 million, which resulted in a loss of
P=0.26 million.  The loss is presented as ‘Gain (loss) on disposal of investment securities at
amortized cost’ in the statements of income.  The sale was made to fund the Parent Company’s
lending requirement.

13. Loans and Receivables

This account consists of:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Receivables from customers:
 Corporate loans P=25,336,201 P=22,489,018 P=25,336,201 P=22,489,018
 Consumer loans 7,786,461 6,780,281 5,925,715 5,551,894

33,122,662 29,269,299 31,261,916 28,040,912
Unearned discounts and capitalized

interest (114,595) (83,571) (24,881) (29,177)
33,008,067 29,185,728 31,237,035 28,011,735

Unquoted debt securities 3,943,674 4,638,689 3,943,674 4,638,689
Accounts receivable 824,496 645,838 827,114 638,828
Accrued interest receivable 707,245 678,804 682,934 662,017
Sales contracts receivable 186,666 218,296 172,397 204,150

38,670,148 35,367,355 36,863,154 34,155,419
Less allowance for credit losses
 (Note 18) (2,168,007) (1,852,397) (2,233,940) (1,848,709)

P=36,502,141 P=33,514,958 P=34,629,214 P=32,306,710
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BSP Reporting
Information on the concentration of credit as to industry before taking into account the allowance
for credit losses follows:

Consolidated Parent Company
2015 2014 2015 2014

Amount % Amount % Amount % Amount %
Wholesale and retail trade P=7,298,188 22.11 P=8,437,598 28.91 P=7,271,935 23.28 P=8,432,493 30.10
Manufacturing 5,838,384 17.69 5,265,524 18.04 5,838,384 18.69 5,265,524 18.80
Real estate, renting and business

activities 5,444,528 16.49 3,669,557 12.57 5,444,528 17.43 3,668,706 13.10
Private households with employed

persons 5,246,762 15.90 4,104,073 14.06 4,030,909 12.90 4,134,881 14.76
Financial intermediaries 3,024,956 9.16 1,588,630 5.44 3,024,956 9.68 1,588,630 5.67
Construction 1,789,940 5.42 1,686,784 5.78 1,789,940 5.73 1,686,784 6.02
Transport, storage and communication 1,470,887 4.46 1,870,467 6.41 1,470,887 4.71 1,870,467 6.68
Agriculture, hunting and forestry 882,392 2.67 591,355 2.03 527,389 1.69 362,443 1.29
Mining and quarrying 385,569 1.17 373,932 1.28 385,569 1.23 373,932 1.33
Others 1,626,461 4.93 1,597,808 5.48 1,452,538 4.66 627,875 2.25

P=33,008,067 100.00 P=29,185,728 100.00 P=31,237,035 100.00 P=28,011,735 100.00

The information (gross of unearned discounts and capitalized interest) relating to receivables from
customers as to secured and unsecured and as to collateral follows:

Consolidated Parent Company
2015 2014 2015 2014

Amount % Amount % Amount % Amount %
Loans secured by:

Real estate P=5,879,417 17.75 P=2,824,224 9.65 P=5,715,043 18.28 P=2,680,761 9.56
Chattel 2,381,481 7.19 1,388,756 4.74 2,381,233 7.62 1,388,756 4.95
Deposit hold-out 623,896 1.88 670,542 2.29 623,896 2.00 670,542 2.39
Securities and others 598,368 1.81 265,962 0.91 596,665 1.91 264,927 0.94

Secured 9,483,162 28.63 5,149,484 17.59 9,316,837 29.81 5,004,986 17.84
Unsecured loans 23,639,500 71.37 24,119,815 82.41 21,945,079 70.19 23,035,926 82.16

P=33,122,662 100.00 P=29,269,299 100.00 P=31,261,916 100.00 P=28,040,912 100.00

Non-performing Loans (NPLs) classified as secured and unsecured as reported to the BSP follows:

Consolidated Parent Company
2015 2014 2015 2014

Secured P=291,812 P=190,224 P=203,990 P=108,409
Unsecured 2,149,795 1,759,013 1,865,027 1,478,343

P=2,441,607 P=1,949,237 P=2,069,017 P=1,586,752

Generally, NPLs refer to loans whose principal and/or interest is unpaid for thirty (30) days or
more after due date or after they have become past due in accordance with existing BSP rules and
regulations. This shall apply to loans payable in lump sum and loans payable in quarterly, semi-
annual, or annual installments, in which case, the total outstanding balance thereof shall be
considered nonperforming.

In the case of loans that are payable in monthly installments, the total outstanding balance thereof
shall be considered nonperforming when three (3) or more installments are in arrears.

In the case of loans that are payable in daily, weekly, or semi-monthly installments, the total
outstanding balance thereof shall be considered nonperforming at the same time that they become
past due in accordance with existing BSP regulations, i.e., the entire outstanding balance of the
receivable shall be considered as past due when the total amount of arrearages reaches ten percent
(10.00%) of the total loan balance.
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Loans are classified as nonperforming in accordance with BSP regulations, or when, in the
opinion of management, collection of interest or principal is doubtful.  Loans are not reclassified
as performing until interest and principal payments are brought current or the loans are
restructured in accordance with existing BSP regulations, and future payments appear assured.

Loans which do not meet the requirements to be treated as performing loans shall also be
considered as NPLs.  Effective January 1, 2013, the exclusion of NPLs classified as loss but are
fully covered by allowance was removed by the BSP through Circular No. 772.  Previous banking
regulations allow banks that have no unbooked valuation reserves and capital adjustments to
exclude from nonperforming classification those loans classified as Loss in the latest examination
of the BSP which are fully covered by allowance for credit losses, provided that interest on said
receivables shall not be accrued.

As of December 31, 2015 and 2014, based on the revised definition of NPLs under
Circular No. 772, NPLs of P=478.53 million for 2015 and P=414.91 million for 2014 which the
Group reported to the BSP are net of specific allowance amounting to P=1.96 billion and
P=1.53 billion, respectively.  Gross and net NPL ratios of the Group are 7.34% and 1.44%,
respectively, for 2015 and 6.57% and 1.40%, respectively, for 2014.

Unquoted Debt Securities
As of December 31, 2015 and 2014, unquoted debt securities of the Parent Company consist of the
following:

2015 2014
Investments in:

Fixed-Rate Corporate Notes P=2,383,709 P=3,082,597
Metro Rail Transit (MRT) bonds 1,559,965 1,556,092

P=3,943,674 P=4,638,689

As of December 31, 2015 and 2014, unquoted debt instruments include corporate notes with par
value of P=2.38 billion and P=3.08 billion, respectively, which contain embedded prepayment
options that allow the issuers to redeem these notes prior to the notes’ respective maturities.  The
notes have original maturities ranging from 7 to 10 years.  The Parent Company assessed that
these options are clearly and closely related to the host note instruments, since their redemption
price approximate the notes’ amortized cost on redemption dates.  Accordingly, these prepayment
options were not accounted for separately from the host note instruments.

Accounts Receivable
Included in Accounts receivable is the tax withheld by the Bureau of Treasury (BTr) from the face
value of the Parent Company’s investment in PEACe bonds upon their maturity.  The receivable
from BTr constitutes 51.55% and 66.74% of the gross amount of the Parent Company’s accounts
receivable as of December 31, 2015 and 2014, respectively.  The allowance for credit losses
provided for the receivable as of December 31, 2015 and 2014 is P=53.39 million.

The Parent Company’s investment in PEACe bonds with aggregate face value of P=3.00 billion
matured on October 18, 2011.  Upon investing and until the PEACe bonds matured, the Parent
Company treated these PEACe bonds as tax-exempt investments in accordance with Bureau of
Internal Revenue (BIR) Ruling 020-2001, which the BIR has issued in 2001 to address the
taxation of interest income from such bonds.  Under BIR Ruling 020-2001, PEACe bonds were
not considered to be a “public” borrowing having been issued to less than 20 investors, thus the
bonds are not considered as “deposit substitutes” by virtue of Section 22Y of the 1997 Tax Code.
Accordingly, interest income realized from the issuance of PEACe bonds was not subjected to the
20.00% final withholding tax (FWT).
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However, on October 7, 2011, the BIR issued Ruling No. 370-2011 citing that the PEACe bonds
are in the nature of deposit substitutes, thus the interest income on such bonds is subject to the
20.00% FWT.  The decision under BIR Ruling No. 370-2011 was based on Rulings Delegated
Authority-491-04 and Ruling No. 008-05 which the BIR issued on September 13, 2004 and
July 28, 2005, respectively.

Due to BIR Ruling No. 370-2011, which imposes the withholding of the 20.00% FWT, the Parent
Company and seven other investor banks filed a case against the Government, the BIR, the BIR
Commissioner, the Department of Finance (DoF), the Secretary of Finance, the BTr and the
National Treasurer (collectively the ‘Respondents’) with the following prayers:

a. Annul BIR Ruling 370-2011 and related BIR rulings of the same tenor and import, for being
unconstitutional; and

b. Prohibit the Respondents from imposing the 20.00% FWT or collecting it from the investor
banks and/or the Respondents, particularly the BTr, to pay the full amount of the PEACe
bonds in full upon maturity.

On October 18, 2011, the Supreme Court (SC) issued a temporary restraining order (TRO) in
favor of the investor banks which ordered the following:

a. The Government to remit the full payment for the PEACe bonds to the banks; and
b. The banks to deposit in an escrow account an amount equivalent to the 20.00% FWT.

However, the BTr did not observe the TRO claiming that it was received only a day after
withholding of the FWT was made.  On November 8, 2011, the investor banks filed a
Manifestation with Urgent Ex Parte Motion to the SC to direct the Government to comply with the
TRO.

On November 2, 2011, the BIR filed its comments on the petition filed by the investor banks to
the SC.  On December 1, 2011, the investor banks filed its replies in response to the BIR
comments.  The banks filed a Manifestation with Urgent Reiterative Motion to Direct
Respondents to comply with the TRO dated November 27, 2012, to which the Public Respondents
filed their Comment dated April 11, 2013. On June 5, 2013, the banks filed a Motion for Leave to
File and Admit Attached Reply.

On January 13, 2015, the SC ordered the BTr to return to the holders of the PEACe bonds the
20.00% percent final withholding tax.  The SC states that the PEACe bonds are not deposit
substitutes subject to the 20.00% final tax, therefore, the BTr should immediately return to the
investors the 20.00% final tax it withheld and deducted from the redemption value of the bond
when it matured in 2011.

The SC anchored its decision on the fact that, upon origination, the bond was issued to only one
buyer/lender, the CODE-NGO, and not to 20 or more lenders (the 20-lender rule) which is a
requirement for a debt instrument to become a public borrowing making the instrument a deposit
substitute subject to the 20.00% final tax.

As discussed in more detail in Note 2, the Parent Company considers several factors in
determining whether a financial asset is impaired, including the present value of the expected
future cash flows discounted at the asset’s original effective interest rate.  As of
December 31, 2015 and 2014, the Parent Company, in consultation with its legal counsel has
determined that the unpaid portion of the PEACe bonds is collectible.
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Interest Income
Interest income on loans and receivables consists of interest income on:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2013 2015 2014 2013
Receivables from customers:
 Corporate P=1,122,165 P=1,010,251 P=725,063 P=1,122,165 P=1,010,251 P=725,063
 Consumer 1,114,972 632,809 136,136 818,201 589,758 136,136
Unquoted debt securities 349,550 425,819 403,144 349,550 425,819 403,144
Others 10,650 10,579 11,186 9,759 10,578 11,186

P=2,597,337 P=2,079,458 P=1,275,529 P=2,299,675 P=2,036,406 P=1,275,529

Of the total receivables from customers of the Group as of December 31, 2015, 2014 and 2013,
65.53%, 54.63% and 79.07%, respectively, are subject to periodic interest repricing.  The
remaining peso-denominated receivables from customers earn annual fixed interest rates ranging
from 1.75% to 38.40% in 2015, 1.63% to 35.90% in 2014, and 1.38% to 34.90% in 2013, while
foreign currency-denominated receivables from customers earn annual fixed interest rates ranging
from 5.75% to 9.82% in 2015, 4.25% to 9.82% in 2014, and 3.70% to 9.82% in 2013.

Unquoted debt securities have effective interest rates ranging from 5.00% to 11.90% in 2015,
5.50% to 11.90% in 2014, and 5.25% to 11.90% in 2013.  Sales contracts receivable bears interest
rates ranging from 5.55% to 14.50% in 2015 and 2014, and from 5.55% to 24.00% in 2013.

14. Property and Equipment

The composition of and movements in property and equipment of the Group carried at cost follow:

Consolidated
2015

Condominium
Properties

(Note 15)
Buildings and

Improvements

Furniture,
Fixtures and

Equipment
Leasehold

Improvements
Construction in

Progress Total
Cost
Balance at January 1 P=544,951 P=448,968 P=1,007,410 P=203,131 P=141,884 P=2,346,344
Additions 4,787 5,415 52,576 1,962 81,536 146,276
Disposals – – (89,004) – – (89,004)
Transfers (Note 15) – (22,812) 123,683 65,735 (187,803) (21,197)
Amortization – – – (60,797) – (60,797)
Balance at December 31 549,738 431,571 1,094,665 210,031 35,617 2,321,622
Accumulated depreciation
Balance at January 1 128,876 253,780 561,697 – – 944,353
Depreciation 17,025 22,847 125,731 – – 165,603
Disposals – – (39,716) – – (39,716)
Transfers (Note 15) – (20,589) 179 – – (20,410)
Balance at December 31 145,901 256,038 647,891 – – 1,049,830
Net book value P=403,837 P=175,533 P=446,774 P=210,031 P=35,617 P=1,271,792
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Consolidated (As restated - Note 7)
2014

Condominium
Properties

(Note 15)
Buildings and
Improvements

Furniture,
Fixtures and

Equipment
Leasehold

Improvements
Construction in

Progress Total
Cost
Balance at January 1 P=873,008 P=319,721 P=779,937 P=41,690 P=161,494 P=2,175,850
Additions arising from business

combinations (Note 7) – 46,067 24,666 13,466 – 84,199
Additions 2,553 60 172,801 3,006 334,103 512,523
Disposals – (175) (42,877) – – (43,052)
Transfers (330,610) 83,295 72,883 166,284 (353,713) (361,861)
Amortization – – – (21,315) – (21,315)
Balance at December 31 544,951 448,968 1,007,410 203,131 141,884 2,346,344
Accumulated depreciation
Balance at January 1 128,076 243,655 474,579 – – 846,310
Depreciation 23,585 10,300 108,706 – – 142,591
Disposals – (175) (21,588) – – (21,763)
Transfers (22,785) – – – – (22,785)
Balance at December 31 128,876 253,780 561,697 – – 944,353
Net book value P=416,075 P=195,188 P=445,713 P=203,131 P=141,884 P=1,401,991

Parent Company
2015

Condominium
Properties

(Note 15)
Buildings and

Improvements

Furniture,
Fixtures and

Equipment
Leasehold

Improvements
Construction in

Progress Total
Cost
Balance at January 1 P=544,951 P=402,901 P=984,362 P=190,473 P=141,884 P=2,264,571
Additions 4,787 5,415 43,580 1,522 81,536 136,840
Disposals − – (88,847) − − (88,847)
Transfers (Notes 15 and 17) − (22,812) 123,683 65,735 (187,803) (21,197)
Amortization − − − (56,995) − (56,995)
Balance at December 31 549,738 385,504 1,062,778 200,735 35,617 2,234,372
Accumulated depreciation
Balance at January 1 128,876 252,718 562,279 − − 943,873
Depreciation 17,025 17,452 116,490 − − 150,967
Disposals − − (39,561) − − (39,561)
Transfers − (20,589) 179 − − (20,410)
Balance at December 31 145,901 249,581 639,387 − − 1,034,869
Net book value P=403,837 P=135,923 P=423,391 P=200,735 P=35,617 P=1,199,503

Parent Company
2014

Condominium
Properties

(Note 15)
Buildings and
Improvements

Furniture,
Fixtures and

Equipment
Leasehold

Improvements
Construction in

Progress Total
Cost
Balance at January 1 P=873,008 P=319,721 P=779,937 P=41,690 P=161,494 P=2,175,850
Additions 2,553 60 170,006 3,005 334,105 509,729
Disposals − (175) (38,465) − − (38,640)
Transfers (330,610) 83,295 72,884 166,284 (353,715) (361,862)
Amortization − – − (20,506) − (20,506)
Balance at December 31 544,951 402,901 984,362 190,473 141,884 2,264,571
Accumulated depreciation
Balance at January 1 128,076 243,655 474,579 − − 846,310
Depreciation 23,585 9,238 106,018 − − 138,841
Disposals − (175) (18,318) − − (18,493)
Transfers (22,785) − − − − (22,785)
Balance at December 31 128,876 252,718 562,279 − − 943,873
Net book value P=416,075 P=150,183 P=422,083 P=190,473 P=141,884 P=1,320,698
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In February 2015, management decided to lease out the entire 3rd and 4th floors of the Parent
Company’s Binondo building which were previously used as bank premises.  Upon transfer, the
fair value of the property amounting to P=18.70 million was recognized in ‘Investment property’
(see Note 15).  The difference of P=16.48 million between the fair value amounting to
P=18.70 million and the net carrying amount of the property amounting to P=2.22 million was
recognized as a revaluation increment, net of tax.

In September 2014, management decided to lease out the entire 15th and 18th floors of PBCom
Tower, which were previously used as bank premises.  Upon transfer, the fair value of the
property amounting to P=369.37 million was recognized in ‘Investment property’ (see Note 15).
The difference of P=30.29 million between the fair value (P=369.37 million) and the net carrying
amount of the property (P=339.08 million) was recognized as a revaluation increment, net of tax.

The Group recorded gain (loss) on disposal of furniture, fixtures, and equipment under ‘Profit
from assets sold’ in the statements of income amounting to P=0.96 million, P=3.41 million and
(P=1.29) million in 2015, 2014, and 2013, respectively. The Parent Company recognized gain (loss)
on disposal of furniture, fixtures, and equipment amounting to P=0.12 million, P=3.41 million and
(P=1.29) million in 2015, 2014, and 2013, respectively.

Details of land carried at appraised value are as follows:

Consolidated Parent Company
2015 2014 2015 2014

Cost
Balance at January 1 P=165,410 P=117,678 P=117,678 P=117,678
Additions arising from business

combinations (Note 7) – 47,732 – –
Balance at December 31 165,410 165,410 117,678 117,678
Appraisal increment
Balance at January 1 323,629 299,351 323,629 299,351
Additions 29,971 33,978 28,806 33,978
Reversals – (9,700) – (9,700)
Balance at December 31 353,600 323,629 352,435 323,629

P=519,010 P=489,039 P=470,113 P=441,307

Depreciation and Amortization
Details of this account are as follows:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2013 2015 2014 2013
Property and equipment P=226,400 P=163,906 P=112,693 P=207,962 P=159,347 P=112,693
Software costs (Note 16) 55,011 31,621 20,546 53,111 31,146 20,546
Chattel mortgage (Note 17) 9,120 2,434 − 9,119 2,434 −

P=290,531 P=197,961 P=133,239 P=270,192 P=192,927 P=133,239
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15. Investment Properties

The composition of and movements in this account follow:

Consolidated
2015

Foreclosed Properties

Land
Building and

Improvements Total
Office Units

for Lease
Condominium

Units for Lease
Balance at January 1 P=420,940 P=330,310 P=751,250 P=− P=3,959,178
Additions 12,753 25,785 38,538 440 8,192
Disposals (13,549) (1,760) (15,309) − (3,708)
Transfers (Note 14) − − − 18,702 −
Net gain from fair value

adjustments 86,558 19,197 105,755 − 835,973
Balance at December 31 P=506,702 P=373,532 P=880,234 P=19,142 P=4,799,635

Consolidated
2014 (As restated - Note 7)

Foreclosed Properties

Land
Building and

Improvements Total
Office Units

for Lease
Condominium

Units for Lease
Balance at January 1 P=366,226 P=116,328 P=482,554 P=− P=3,341,665
Additions arising from

business combinations
(Note 7) 161,503 23,614 185,117 − −

Additions 5,899 110,235 116,134 − 1,133
Disposals (157,050) (8,898) (165,948) − −
Transfers (Note 14) – – – − 369,366
Net gain from fair value

adjustments 44,362 89,031 133,393 − 247,014
Balance at December 31 P=420,940 P=330,310 P=751,250 P=− P=3,959,178

Parent Company
2015

Foreclosed Properties

Land
Building and

Improvements Total
Office Units

for Lease
Condominium

Units for Lease
Balance at January 1 P=259,185 P=306,873 P=566,058 P=− P=3,959,178
Additions 6,154 25,334 31,488 440 8,192
Disposals (9,916) − (9,916) − (3,708)
Transfers (Note 14) − − − 18,702 −
Net gain from fair value

adjustments 75,321 18,457 93,778 − 835,973
Balance at December 31 P=330,744 P=350,664 P=681,408 P=19,142 P=4,799,635
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Parent Company
2014

Foreclosed Properties

Land
Building and

Improvements Total
Office Units

for Lease
Condominium

Units for Lease
Balance at January 1 P=366,226 P=116,328 P=482,554 P=− P=3,341,665
Additions 5,647 110,235 115,882 − 1,133
Disposals (157,050) (8,721) (165,771) − −
Transfers (Note 14) − − − − 369,366
Net gain from fair value

adjustments 44,362 89,031 133,393 − 247,014
Balance at December 31 P=259,185 P=306,873 P=566,058 P=− P=3,959,178

Condominium units for lease represents the contributed cost of developing the Parent Company’s
Ayala Avenue property, originally consisting of land and fully depreciated building, into a
52-storey building (the PBCom Tower) under a joint development agreement with Filinvest Asia
Corporation (Filinvest Asia).

The agreement provided for equal sharing of the cost of the project and, correspondingly, of the
net usable area of the building, which was converted into a condominium property.  Under the
agreement, the Parent Company’s share in such cost included its land along Ayala Avenue, which
was given an appraised value of P=900.00 million in 1995.  The related appraisal increment was
closed to surplus, net of applicable deferred tax liability, upon completion of the project in 2000.

In November 2007, by virtue of condominiumization, various condominium certificate of titles
under the name of the Parent Company were derived from transfer certificate of title (TCT)
No. 134599 where the declaration of restrictions and scope of coverage were annotated on
October 23, 2007.

In November 2012, management, for administrative purposes and operational efficiencies, decided
to use half of the 15th floor and the entire 18th floor of PBCom Tower to house the Parent
Company’s employees working in the Binondo and Makati Offices. In June 2013, management
decided to use the other half of the 15th floor for the same purpose. Accordingly, the carrying
values of these units have been  reclassified to ‘Property and equipment’ at cost as of
December 31, 2013.  In September 2014, management decided to use the entire 15th and 18th
floors as areas available for lease of tenants.  In October 2014, the units were reclassified to
‘Investment properties’ at their fair values (see Note 14).

In February 2015, management decided to lease out the entire 3rd and 4th floors of the Parent
Company’s Binondo building which were previously used as bank premises.  Upon transfer, the
fair value of the property amounting to P=18.70 million was recognized as office units for lease
under ‘Investment properties’ (see Note 14).

As of December 31, 2015 and 2014, about 84.47% of the usable area that the Parent Company
acquired from the PBCom Tower project is held for lease, with the balance used for the Parent
Company’s operations. Accordingly, the cost allocable to the areas available for lease is carried as
investment properties, while the remaining balance is carried as condominium properties and
included in ‘Property and equipment’ at cost (see Note 14).
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The Parent Company recognized rental income (included under ‘Rent income’ in the statements of
income) amounting to P=382.18 million, P=301.43 million, and P=248.35 million in 2015, 2014 and
2013, respectively, on condominium properties leased out under operating leases.  In 2015, the
Parent Company also recognized rental income from office units for lease amounting to
P=1.97 million.

The Group recorded gain (loss) from foreclosure of loan collaterals, presented as ‘Gain (loss) on
assets exchange - net’ in the statements of income, amounting to P=3.70 million, (P=21.44) million,
and
P=23.39 million in 2015, 2014, and 2013, respectively.  The Parent Company recognized gain (loss)
from foreclosure of loan collaterals amounting to (P=0.22) million, (P=21.54) million, and
P=23.39 million in 2015, 2014, and 2013, respectively.

In 2015, 2014 and 2013, the Group recorded gain on disposal of certain foreclosed properties
amounting to P=5.33 million, P=5.89 million and P=10.70 million in 2015, 2014, and 2013,
respectively.  The Parent Company recognized gain from the disposal of certain foreclosed
properties amounting to P=5.44 million, P=5.74 million, and P=10.70 million, in 2015, 2014, and
2013, respectively.  This is included under ‘Profit from assets sold’ in the statements of income.

Direct operating expenses (included under ‘Compensation and fringe benefits’, ‘Occupancy and
other equipment-related costs’, ‘Taxes and licenses’ and ‘Miscellaneous’) arising from investment
properties that generated rental income amounted to P=103.90 million, P=77.84 million, and
P=84.12 million in 2015, 2014, and 2013, respectively.

Direct operating expenses (included under ‘Compensation and fringe benefits’, ‘Occupancy and
other equipment-related costs’, ‘Taxes and licenses’ and ‘Miscellaneous’) arising from investment
properties that did not generate rental income amounted to P=19.54 million, P=54.72 million, and
P=15.58 million in 2015, 2014, and 2013, respectively.

The BSP, based on BSP Circular No. 494, requires that foreclosed assets be booked initially at the
carrying amount of the loan plus booked accrued interest less allowance for probable losses plus
transaction costs incurred upon acquisition.  Had the foreclosed assets been booked based on BSP
Circular No. 494 and had the condominium and office units for lease been accounted for using the
cost model, the Group’s investment properties as of December 31, 2015 and 2014 would have
been P=3.84 million and P=3.91 billion, respectively.   Consolidated net income in 2015, 2014 and
2013 would have decreased by P=760.39 million, P=340.51 million and P=252.25 million,
respectively.  Consequently, this would have resulted to a net income (loss) amounting to
(P=556.33) million, (P=250.91) million and P=1.38 billion in 2015, 2014 and 2013, respectively.

16. Intangible Assets

This account consists of:

Consolidated Parent Company
2015 2014 2015 2014

Branch licenses P=365,300 P=365,300 P=102,100 P=102,100
Software costs 459,516 458,092 455,966 452,642

P=824,816 P=823,392 P=558,066 P=554,742
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Branch Licenses
Branch licenses of the Group represent the branch licenses acquired by the Parent Company from
the acquisition of Consumer Savings Bank (CSB) in 2001, which amounted to P=102.10 million,
and branch licenses acquired by the Parent Company from the acquisition of RBNI and BDI in
2014, which amounted to P=262.90 million and P=0.30 million, respectively (see Note 7).

In previous years, the branch licenses arising from the CSB acquisition have been provided with
full allowance as these branches have been reporting negative results.  In 2014, the Parent
Company reassessed the need for the allowance considering the improvement in the results of
operations of the branches.  Based on the assessed recoverable amount of the licenses, which
aggregated P=1.29 billion, a reversal of the full allowance for impairment losses was recognized
(see Note 18).  In 2015, the Parent Company’s impairment assessment also indicate no
impairment.  The recoverable amount was based on value-in-use calculations that use Level 3
inputs as described below.

Key assumptions used in value in use calculations
As of December 31, 2015, the recoverable amount of the branch licenses has been determined
based on a VIU calculation using cash flow projections based on financial budgets approved by
management covering a five-year period.  Key assumptions in the VIU calculation of the CGU are
most sensitive to the discount rate and growth rate used to project cash flows.  Future cash flows
were based on experiences and strategies developed and prospects.  The discount rate used for the
computation of the net present value is the cost of cost of capital and was determined by reference
to comparable entities.  The pre-tax discount rate applied to cash flow projections is 13.25% and
the growth rate used to extrapolate cash flows beyond the five-year period is 5.00%.

Sensitivity to changes in assumptions
Management believes that no reasonably possible change in any of the above key assumptions
would cause the carrying value of the CGU to exceed its recoverable amount.

Software
The movements of software costs follow:

Consolidated Parent Company
2015 2014 2015 2014

Balance at January 1 P=458,092 P=333,533 P=452,642 P=333,533
Additions during the year 56,435 150,255 56,435 150,255
Additions arising from business

combinations (Note 7) – 5,925 – –
514,527 489,713 509,077 483,788

Amortization during the year (Note 14) (55,011) (31,621) (53,111) (31,146)
Balance at December 31 P=459,516 P=458,092 P=455,966 P=452,642
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17. Other Assets

Other assets consist of:

Consolidated Parent Company
2015 2014 2015 2014

Receivable from BIR P=283,811 P=283,811 P=283,811 P=283,811
Tax credits 212,732 171,145 212,732 171,145
Nostro floats 206,414 206,414 206,414 206,414
Prepaid expenses 108,498 72,071 103,049 68,316
Chattel mortgage (Note 14) 36,121 18,226 36,121 18,226
Returned Checks and Other Cash Items

(RCOCI) 31,696 21,673 31,696 21,673
Retirement asset (Note 28) 2,482 – – –
Miscellaneous 232,817 309,272 224,100 303,472

1,114,571 1,082,612 1,097,923 1,073,057
Less allowance for impairment losses

(Note 18) (494,156) (493,511) (494,156) (493,511)
P=620,415 P=589,101 P=603,767 P=579,546

Receivable from BIR
This account includes creditable withholding tax and various tax credits in the previous years.
This has been fully provided with allowance for impairment losses.

Nostro Floats
As of December 31, 2015 and 2014, Nostro floats are fully provided with allowance for
impairment losses.

Chattel Mortgage
In 2015, 2014 and 2013, gain (loss) recognized by the Group and Parent Company from the
disposal of certain chattel mortgage amounted to (P=0.95) million, (P=0.28) million, and
P=1.29 million, respectively.  This is included under ‘Profit from assets sold’ in the statements of
income.

Miscellaneous
As of December 31, 2015 and 2014, Sundry debits amounting to P=116.54 million and
P=109.59 million, respectively, are recorded under ‘Miscellaneous’.

Refundable security deposits recorded under ‘Miscellaneous’ amounted to P=41.00 million and
P=35.84 million as of December 31, 2015 and 2014, respectively.

As of December 31, 2015 and 2014, Documentary stamps on hand amounting to P=18.22 million
and P=36.45 million, respectively, are also recorded under ‘Miscellaneous’.
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18. Allowance for Credit and Impairment Losses

Changes in the allowance for credit and impairment losses of the Group and the Parent Company
follow:

Consolidated Parent Company
2015 2014 2015 2014

Balance at January 1:
 AFS investments P=– P=7,170 P=– P=7,170
 Loans and receivables (Note 13) 1,852,397 1,922,167 1,848,709 1,922,167
 Intangible assets (Note 16) – 102,100 – 102,100
 Other assets (Note 17) 493,511 518,677 493,511 518,677

2,345,908 2,550,114 2,342,220 2,550,114
Provision for (reversal of) credit and

impairment losses 443,802 (194,853) 391,493 (198,541)
Revaluation of FCDU loans 3,605 283 3,605 283
Reversal of allowance on AFS

investments due to PFRS 9
adoption – (7,170) – (7,170)

Accounts written off and others (131,152) (2,466) (9,222) (2,466)
316,255 (204,206) 385,876 (207,894)

Balance at December 31:
 Loans and receivables (Note 13) 2,168,007 1,852,397 2,233,940 1,848,709
 Other assets (Note 17) 494,156 493,511 494,156 493,511

P=2,662,163 P=2,345,908 P=2,728,096 P=2,342,220

Below is the breakdown of provisions for (reversals of) credit and impairment losses:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

AFS investments P=– P=– P=– P=– P=– P=–
Loans and receivables 434,022 (67,576) (389,935) 381,713 (71,264) (389,935)
Property and equipment – – (6,994) – – (6,994)
Intangible assets – (102,100) – – (102,100) –
Other assets 9,780 (25,177) (5,746) 9,780 (25,177) (5,746)

P=443,802 (P=194,853) (P=402,675) P=391,493 (P=198,541) (P=402,675)

With the foregoing level of allowance for credit and impairment losses, management believes that
the Group has sufficient allowance to take care of any losses that the Group may incur from the
noncollection or nonrealization of its receivables and other risk assets.  A reconciliation of the
allowance for credit losses by class of loans and receivables follows:

Consolidated
2015

Corporate Consumer Others* Total
Balance at January 1 P=1,191,023 P=116,169 P=545,205 P=1,852,397
Provisions (reversals) during the year 149,288 319,290 (34,556) 434,022
Revaluation 3,518 − − 3,518
Others** − (121,004) (926) (121,930)
Balance at December 31 P=1,343,829 P=314,455 P=509,723 P=2,168,007
Individual impairment P=1,012,489 P=− P=355,566 P=1,368,055
Collective impairment 331,340 314,455 154,157 799,952

P=1,343,829 P=314,455 P=509,723 P=2,168,007
Gross amount of loans individually
 determined to be impaired P=1,166,414 P=− P=355,566 P=1,521,980
*This includes allowance for credit losses on unquoted debt securities, accrued interest receivable, accounts receivable and sales
contracts receivables.
**This includes transfers and write-offs.
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Consolidated
2014

Corporate Consumer Others* Total
Balance at January 1 P=1,207,053 P=37,814 P=677,300 P=1,922,167
Provisions (reversal) during the year (16,594) 80,942 (131,924) (67,576)
Revaluation 564 − (171) 393
Others** – (2,587) – (2,587)
Balance at December 31 P=1,191,023 P=116,169 P=545,205 P=1,852,397
Individual impairment P=912,404 P=− P=357,995 P=1,270,399
Collective impairment 278,619 116,169 187,210 581,998

P=1,191,023 P=116,169 P=545,205 P=1,852,397
Gross amount of loans individually
 determined to be impaired P=1,036,609 P=− P=357,995 P=1,394,604
*This includes allowance for credit losses on unquoted debt securities, accrued interest receivable, accounts receivable and sales
contracts receivables.
**This includes transfers and write-offs.

Parent Company
2015

Corporate Consumer Others* Total
Balance at January 1 P=1,191,023 P=112,482 P=545,204 P=1,848,709
Revaluation 3,518 − − 3,518
Provisions (reversal) during the year 149,288 264,630 (32,205) 381,713
Balance at December 31 P=1,343,829 P=377,112 P=512,999 P=2,233,940
Individual impairment P=1,012,489 P=− P=355,566 P=1,368,055
Collective impairment 331,340 377,112 157,433 865,885

P=1,343,829 P=377,112 P=512,999 P=2,233,940
Gross amount of loans individually
 determined to be impaired P=1,166,414 P=− P=355,566 P=1,521,980
*This includes allowance for credit losses on unquoted debt securities, accrued interest receivable, accounts receivable and sales
contracts receivables.

Parent Company
2014

Corporate Consumer Others* Total
Balance at January 1 P=1,207,053 P=37,814 P=677,300 P=1,922,167
Revaluation 564 − (172) 392
Provisions (reversal) during the year (16,594) 77,254 (131,924) (71,264)
Others** – (2,586) – (2,586)
Balance at December 31 P=1,191,023 P=112,482 P=545,204 P=1,848,709
Individual impairment P=912,404 P=− P=357,995 P=1,270,399
Collective impairment 278,619 112,482 187,209 578,310

P=1,191,023 P=112,482 P=545,204 P=1,848,709
Gross amount of loans individually
 determined to be impaired P=1,036,609 P=− P=357,995 P=1,394,604
*This includes allowance for credit losses on unquoted debt securities, accrued interest receivable, accounts receivable and sales
contracts receivables.
**This includes transfers and write-offs.

19. Deposit Liabilities

On March 27 and May 8, 2014, the Monetary Board of BSP issued Circular No. 830 and Circular
832, respectively, increasing the statutory and liquidity reserve requirement from 18% to 20%.
As of December 31, 2015 and 2014, the Group is in compliance with the above regulations.

As of December 31, 2015 and 2014, Due from BSP amounting to P=9.49 billion and P=9.79 billion,
respectively, were set aside as reserves for deposit liabilities.
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Interest expense on deposit liabilities consists of:

Consolidated Parent Company

2015

2014
(As restated -

Note  7) 2013 2015 2014 2013
Demand P=36,798 P=36,002 P=32,299 P=36,798 P=36,002 P=32,299
Savings 13,575 11,043 8,387 7,717 8,006 8,387
Time 819,553 835,050 648,793 780,883 827,832 648,793

P=869,926 P=882,095 P=689,479 P=825,398 P=871,840 P=689,479

Peso-denominated deposit liabilities earn annual fixed interest rates ranging from 0.10% to 3.50%
in 2015, 2014 and 2013 while foreign currency-denominated deposit liabilities earn annual fixed
interest rates ranging from 0.10% to 1.48%, 0.25% to 1.50%, and 0.25% to 2.00%, in 2015, 2014
and 2013, respectively.

20. Bills Payable

This account consists of borrowings from:

Consolidated Parent Company
2015 2014 2015 2014

Private firms and individuals P=6,023,551 P=3,108,612 P=6,023,551 P=3,108,612
Banks and other financial institutions 458,069 316,815 273,311 313,040

P=6,481,620 P=3,425,427 P=6,296,862 P=3,421,652

Interest expense on bills payable and other borrowings consists of:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Borrowed funds P=92,423 P=77,661 P=120,458 P=88,316 P=77,327 P=120,458
Net interest cost on defined

benefit liability (Note 28) 11,249 11,761 13,868 11,005 11,699 13,868
PDIC loan (Note 1) – 210,893 802,373 – 210,893 802,373

P=103,672 P=300,315 P=936,699 P=99,321 P=299,919 P=936,699

Dollar interbank borrowings amounted to P=273.31 million and P=313.04 million as of
December 31, 2015 and 2014, respectively.  Dollar interbank borrowings are subject to annual
floating interest rates averaging 0.78% in 2015, 1.10% in 2014 and 0.92% in 2013.  As of
December 31, 2015, the dollar interbank borrowings are collateralized by ROP bonds classified
under ‘Investment securities at amortized cost’ of P=318.11 million.  There are no collateralized
interbank borrowings as of December 31, 2014.

The Parent Company has not availed of peso and dollar rediscounting facilities in 2015 and 2014.

Borrowings from private firms and individuals represent deposit substitutes with maturities of
30 to 185 days and bear annual interest rates ranging from 1.00% to 2.63%, 0.50% to 3.31%, and
0.92% to 2.31%, in 2015, 2014 and 2013, respectively.

As of December 31, 2015 and 2014, Due from BSP amounting to P=549.52 million and
P=678.00 million, respectively were set aside as reserves for deposit substitutes.
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21. Accrued Interest, Taxes and Other Expenses

This account consists of:

Consolidated Parent Company
2015 2014 2015 2014

Financial liabilities
 Accrued interest payable P=97,909 P=90,936 P=78,108 P=86,092
 Accrued other expenses 288,374 190,440 277,060 188,732

386,283 281,376 355,168 274,824
Non-financial liabilities
 Retirement liability (Note 28) 133,573 234,541 129,474 229,255
 Accrued taxes and licenses 19,329 18,256 16,773 17,594

152,902 252,797 146,247 246,849
P=539,185 P=534,173 P=501,415 P=521,673

22. Other Liabilities

This account consists of:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Financial liabilities

Accounts payable P=273,313 P=230,184 P=268,764 P=220,867
Refundable security deposits 107,848 88,270 107,848 88,270
Due to the Treasurer of the

Philippines 24,514 18,095 24,138 18,095
405,675 336,549 400,750 327,232

Non-financial liabilities
Deferred credits 129,856 87,956 129,686 87,808
Withholding taxes payable 32,083 42,778 29,183 42,778
Unearned income – – – –
Miscellaneous 47,224 168,989 46,814 143,006

209,163 299,723 205,683 273,592
P=614,838 P=636,272 P=606,433 P=600,824

As discussed in Note 1, as part of the Parent Company’s rehabilitation plan, the Parent Company
obtained a loan from PDIC with principal amount of P=7.64 billion.  When the loan was obtained in
2004, it was initially recognized at fair value, which resulted to a ‘Day 1’ gain. Such ‘Day 1’ gain
was recognized as ‘Unearned income’ and amortized over the term of the loan. It was fully
amortized when the loan was settled on March 26, 2014.  Amortization of unearned income
amounted to P=197.64 million and P=774.56 million in 2014 and 2013, respectively, and are
included under ‘Interest income - others” in the statements of income.

Miscellaneous liabilities of the Parent Company include marginal deposits, cash letters of credit,
and deposit liabilities classified as dormant.
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23. Maturity Analysis of Assets and Liabilities

The table below shows an analysis of assets and liabilities analyzed according to when they are
expected to be recovered or settled:

Consolidated
2015 2014 (As restated - Note 7)

Due Within
One Year

Due Beyond
One Year Total

Due Within
One Year

Due Beyond
One Year Total

Financial assets - at gross
Cash and other cash items P=1,343,340 P=– P=1,343,340 P=1,181,592 P=– P=1,181,592
Due from BSP 11,909,774 – 11,909,774 12,522,613 – 12,522,613
Due from other banks 2,008,522 – 2,008,522 1,636,641 – 1,636,641
Interbank loans receivable
 and SPURA (Note 9) 229,281 – 229,281 832,604 832,604
Financial assets at FVTPL

(Note 10) 395,258 – 395,258 684,219 – 684,219
Equity securities at FVTOCI

(Note 11) 44,452 – 44,452 42,975 – 42,975
Investment securities at
 amortized cost (Note 12) 256,808 14,211,582 14,468,390 14,554 13,256,310 13,270,864
Loans and receivables
 (Note 13)
 Receivables from
  customers 20,396,275 12,726,387 33,122,662 19,038,442 10,230,857 29,269,299
 Unquoted debt securities – 3,943,674 3,943,674 – 4,638,689 4,638,689
 Accounts receivable 398,823 425,673 824,496 221,388 424,450 645,838
 Accrued interest

 receivable 73,753 633,492 707,245 511,641 167,163 678,804
 Sales contracts receivable 31,971 154,695 186,666 30,045 188,251 218,296
Other assets (Note 17)
 Refundable deposits – 27,986 27,986 – 35,836 35,836
 RCOCI 31,696 – 31,696 21,673 – 21,673

37,119,953 32,123,489 69,243,442 36,738,387 28,941,556 65,679,943
Non-financial assets - at
 gross
Investment in subsidiaries
 and an associate (Note 8) – 12,113 12,113 – 11,645 11,645
Property and equipment
 (Note 14) – 2,840,632 2,840,632 – 2,835,383 2,835,383
Investment properties
 (Note 15)
 Condominium units for
  lease – 4,799,635 4,799,635 – 3,959,178 3,959,178
 Foreclosed properties – 880,234 880,234 – 751,250 751,250
 Office units for lease – 19,142 19,142 – – –
Goodwill (Note 7) – 178,456 178,456 – 178,456 178,456
Intangible assets (Note 16) – 824,816 824,816 – 823,392 823,392
Deferred tax assets (Note 31) – 49,545 49,545 – 45,266 45,266
Other assets (Note 17) 1,148 1,053,741 1,054,889 – 1,025,103 1,025,103

1,148 10,658,314 10,659,462 – 9,629,673 9,629,673
P=37,121,101 P=42,781,803 79,902,904 P=36,738,387 P=38,571,229 75,309,616

Less:
Unearned interest and
 discounts (Note 13) (114,595) (83,571)
Accumulated depreciation
 and amortization
 (Note 14) (1,049,830) (944,353)
Allowance for credit and
 impairment losses
 (Notes 13 and 17) (2,662,163) (2,345,908)
Total P=76,076,316 P=71,935,784
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Consolidated
2015 2014 (As restated - Note 7)

Due Within
One Year

Due Beyond
One Year Total

Due Within
One Year

Due Beyond
One Year Total

Financial liabilities
Deposit liabilities
 Demand P=12,523,472 P=– P=12,523,472 P=9,221,026 P=– P=9,221,026
 Savings 5,046,514 8,250 5,054,764 4,181,703 46,556 4,228,259
 Time 36,351,251 4,372,866 40,724,117 41,428,179 4,240,639 45,668,818
Bills payable (Note 20) 6,481,620 – 6,481,620 3,425,427 – 3,425,427
Outstanding acceptances 42,065 – 42,065 25,620 – 25,620
Manager’s checks 108,914 – 108,914 211,130 – 211,130
Accrued interest payable
 (Note 21) 97,909 – 97,909 90,936 – 90,936
Accrued other expenses
 (Note 21) 288,374 – 288,374 190,440 – 190,440
Other liabilities (Note 22)
 Refundable security
  deposits 27,615 80,233 107,848 22,992 65,278 88,270
 Accounts payable 273,313 – 273,313 230,184 – 230,184
 Due to the Treasurer of
  the Philippines 24,328 186 24,514 18,095 – 18,095

61,265,375 4,461,535 65,726,910 59,045,732 4,352,473 63,398,205

Non-financial liabilities
Deferred tax liabilities
 (Note 31) – 1,033,544 1,033,544 – 741,322 741,322
Retirement liability
 (Notes 21 and 28) – 133,573 133,573 – 234,541 234,541
Accrued taxes and licenses
 (Note 21) 19,329 – 19,329 18,256 – 18,256
Income tax payable 29,774 – 29,774 25,258 – 25,258
Other liabilities (Note 23)
 Deferred credits – 129,856 129,856 – 87,956 87,956
 Withholding taxes
  payable 2,900 29,183 32,083 42,778 – 42,778
 Miscellaneous 3,506 43,718 47,224 8,503 160,486 168,989

55,509 1,369,874 1,425,383 94,795 1,224,305 1,319,100
P=61,320,884 P=5,831,409 P=67,152,293 P=59,140,527 P=5,576,778 P=64,717,305

Parent Company
2015 2014

Due Within
One Year

Due Beyond
One Year Total

Due Within
One Year

Due Beyond
One Year Total

Financial assets - at gross
Cash and other cash items P=1,311,615 P=– P=1,311,615 P=1,153,418 P=– P=1,153,418
Due from BSP 11,839,461 – 11,839,461 12,463,067 – 12,463,067
Due from other banks 1,786,592 – 1,786,592 1,375,645 – 1,375,645
Interbank loans receivable
 and SPURA (Note 9) 229,281 – 229,281 832,604 – 832,604
Financial assets at FVTPL
  (Note 10) 395,258 – 395,258 684,219 – 684,219
Equity securities at FVTOCI

(Note 11) 44,452 – 44,452 42,975 – 42,975
Investment securities at
 amortized cost (Note 12) 256,808 14,211,582 14,468,390 – 13,256,310 13,256,310
Loans and receivables
  (Note 13)
 Receivables from
  customers 20,036,813 11,225,103 31,261,916 18,619,234 9,421,678 28,040,912
 Unquoted debt securities – 3,943,674 3,943,674 – 4,638,689 4,638,689
 Accounts receivable 401,441 425,673 827,114 213,153 425,675 638,828
 Accrued interest

 receivable 49,442 633,492 682,934 493,700 168,317 662,017
 Sales contracts receivable 17,702 154,695 172,397 29,435 174,715 204,150
Other assets (Note 17)
 Refundable deposits – 26,370 26,370 – 35,836 35,836
 RCOCI 31,696 – 31,696 21,673 – 21,673

36,400,561 30,620,589 67,021,150 35,929,123 28,121,220 64,050,343

(Forward)
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Parent Company
2015 2014

Due Within
One Year

Due Beyond
One Year Total

Due Within
One Year

Due Beyond
One Year Total

Non-financial assets - at
gross

Investment in subsidiaries
 and an associate (Note 8) P=– P=854,841 P=854,841 P=– P=854,841 P=854,841
Property and equipment
  (Note 14) – 2,704,485 2,704,485 – 2,705,878 2,705,878
Investment properties
  (Note 15)
 Condominium units for
  lease – 4,799,635 4,799,635 – 3,959,178 3,959,178
 Foreclosed assets – 681,408 681,408 – 566,058 566,058
 Office units for lease – 19,142 19,142 – – –
Intangible assets (Note 16) – 558,066 558,066 – 554,742 554,742
Other assets (Note 17) – 1,039,857 1,039,857 – 1,015,548 1,015,548

– 10,657,434 10,657,434 – 9,656,245 9,656,245
P=36,400,561 P=41,278,023 77,678,584 P=35,929,123 P=37,777,465 73,706,588

Less:
Unearned interest and
 discounts (Note 13) (24,881) (29,177)
Accumulated depreciation
 and amortization
  (Note 14) (1,034,869) (943,873)
Allowance for credit and
 impairment losses
  (Notes 13 and 17) (2,728,096) (2,342,220)
Total P=73,890,738 P=70,391,318

Financial liabilities
Deposit liabilities
 Demand P=12,610,784 P=– P=12,610,784 P=9,450,291 P=– P=9,450,291
 Savings 4,507,544 – 4,507,544 3,487,510 – 3,487,510
 Time 35,561,311 3,875,874 39,437,185 40,955,434 3,862,986 44,818,420
Bills payable (Note 20) 6,296,862 – 6,296,862 3,421,652 – 3,421,652
Outstanding acceptances 42,065 – 42,065 25,620 – 25,620
Manager’s checks 108,914 – 108,914 211,130 – 211,130
Accrued interest payable
 (Note 21) 78,108 – 78,108 86,092 – 86,092
Accrued other expenses
 (Note 21) 277,060 – 277,060 188,732 – 188,732
Other liabilities (Note 22)
 Refundable security
  deposits 27,615 80,233 107,848 22,992 65,278 88,270
 Accounts payable 268,764 – 268,764 220,867 – 220,867
 Due to the Treasurer of
  the Philippines 24,138 – 24,138 18,095 – 18,095

59,803,165 3,956,107 63,759,272 58,088,415 3,928,264 62,016,679

Non-financial liabilities
Deferred tax liabilities
 (Note 31) – 911,399 911,399 – 621,893 621,893
Retirement liability
 (Notes 21 and 28) – 129,474 129,474 – 229,255 229,255
Accrued taxes and licenses
 (Note 21) 16,773 – 16,773 17,594 – 17,594
Income tax payable 10,241 – 10,241 8,770 – 8,770
Other liabilities (Note 22)
 Deferred credits – 129,686 129,686 – 87,808 87,808
 Withholding taxes
  payable – 29,183 29,183 42,778 – 42,778

 Miscellaneous 2,602 44,212 46,814 – 143,006 143,006
29,616 1,243,954 1,273,570 69,142 1,081,962 1,151,104

P=59,832,781 P=5,200,061 P=65,032,842 P=58,157,557 P=5,010,226 P=63,167,783
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24. Equity

Common stock
Details of common stock follow:

Shares Amount
2015 2014 2015 2014

Common - P=25 par value
Authorized 760,000 760,000
Issued and outstanding 299,565 299,565 P=7,489,114 P=7,489,114

The Parent Company became listed in the PSE on May 12, 1988.  After its listing in the PSE, there
was no succeeding offer/selling to the public of the Parent Company’s shares.

Subsequently, the SEC approved the increase in the capital stock of the Parent Company.  The
summarized information on the Parent Company’s registration of securities under the Securities
Regulation Code follows:

Date of SEC Approval Type/Class Authorized Shares Par Value
November 23, 1988 Common Class A 7,000,000 100

Common Class B 3,000,000 100
June 3, 1993 Common Class A 14,000,000 100

Common Class B 6,000,000 100
September 11, 1997 Common 65,000,000 100
April 6, 2001 Common 145,000,000 100
March 31, 2006 Common 145,000,000 100

Preferred 120,000,000 25
March 11, 2013 Common 760,000,000 25

As reported by the Parent Company’s transfer agent, AB Stock Transfers Corporation, the total
number of shareholders is 399 and 409 as of December 31, 2015 and 2014, respectively.

Quasi-reorganization
On January 18, 2012, the BOD in its regular meeting approved the quasi-reorganization and
increase in authorized capital stock of the Parent Company.  The quasi-reorganization will reduce
the par value of the Parent Company’s 145.00 million authorized common shares from P=100.00 to
P=25.00 and that the 120.00 million authorized preferred shares with par value of P=25.00 will be
declassified and converted to common shares with par value of P=25.00.  Further, the authorized
capital stock will be increased to P19.00 billion divided into 760.00 million shares with par value
of P=25.00.

On March 28, 2012, the shareholders of the Parent Company representing at least two thirds (2/3)
of the outstanding capital stock ratified the said quasi-reorganization and increase in authorized
capital stock.

On December 19, 2012, the Parent Company applied for the said quasi-reorganization and
increase in authorized capital stock with the BSP and SEC, respectively.  On February 8, 2013, the
BSP issued a Certicate of Authority to enable the Parent Company to register its Amended
Articles of Incorporation and Amended By-Laws with the SEC.

On March 8, 2013, the Parent Company obtained the SEC’s approval for the increase in its
authorized capital stock.
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The Parent Company incurred costs of P=40.87 million for the approval/registration of the increase
in its authorized capital stock with the SEC and documentary stamp taxes for issuance of new
shares.

On December 3, 2013, the Parent Company received the “No Objection” Notice from the BSP
relative to its application with the SEC for equity restructuring.

On December 11, 2013, the Bank received from the SEC the Certificate of Approval of Equity
Restructuring which allowed the Bank to effect the partial wipe out of Deficit as of
December 31, 2012 of P=8.66 billion against APIC of P=3.94 billion.  However, any remaining
APIC balance shall not be used to wipe out losses that may be incurred in the future without prior
approval of the SEC.

Deposit for Future Stock Subscription
On December 27, 2011, the Chung and Nubla Groups entered into a subscription agreement where
the two shareholders subscribed to the new common shares of the Parent Company at P=27.88 per
share. Cash received from the subscription amounting to P=2.37 billion was shown under the
Deposit for future stock subscription account in the equity section of the statement of financial
position.  To effect the subscription on the new common stock at the agreed price per share, the
Bank implemented a quasi-reorganization and increase in authorized capital stock as discussed
above.

In March 2012, additional cash subscription payments of P=155.55 million and P=252.29 million
were made by the Nubla and Chung Groups, respectively.  On April 4, 2012, the Bank’s
stockholder, the ISM Group also made cash subscription payments amounting to P=22.71 million.
On May 31, 2012 and October 4, 2012, LFM Properties Group deposited the amount of
P=719.01 million and P=30.00 million, respectively, as subscription payments.  On March 11, 2013,
in accordance with the subscription agreements of the above stockholder and investors of the
Bank, the deposits for future subscription were exchanged for 126.97 million shares.

Subscribed Common Stock
This pertains to the subscription of PGH to 181,080,608 new shares of the Parent Company in
2014 (see Note 1).  Details of the account follow:

2015 2014
Subscribed common stock
Balance at beginning of year P=5,975,660 P=−
Subscriptions during the year − 5,975,660

5,975,660 5,975,660
Less: Subscription receivable

Balance at beginning of year 4,182,962 −
Collections during the year (1,394,321) (1,792,698)
Subscriptions during the year − 5,975,660

2,788,641 4,182,962
Balance at end of year P=3,187,019 P=1,792,698

Surplus Reserves
As of December 31, 2015 and 2014, surplus reserves consist of reserve for trust business, and
self-insurance amounting to P=105.77 million.
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In compliance with BSP regulations, 10.00% of the Parent Company’s profit from trust business is
appropriated to surplus reserves.  This annual appropriation is required until the surplus reserves
for trust business equals 20.00% of the Parent Company’s authorized capital stock.  Surplus
reserve for self-insurance represents the amount set aside to cover for losses due to fire,
defalcation by and other unlawful acts of the Parent Company’s personnel or third parties.

Deficit
As of December 31, 2015 and 2014, deficit in the statements of financial position includes fair
value gain on investment properties amounting to P=1.91 billion and P=968.26 million, respectively,
which are not available for dividend declaration. The fair value gain on investment properties will
form part of retained earnings available for dividend declaration when the properties are sold and
the gain is realized.

The computation of surplus available for dividend declaration in accordance with SEC
Memorandum Circular No. 11 differs to a certain extent from the computation following BSP
Guidelines.

Capital Management
The primary objectives of the Parent Company’s capital management are to ensure that the Parent
Company complies with regulatory capital requirements and that the Parent Company maintains
strong credit ratings and healthy capital ratios in order to support its business and to maximize
shareholders’ value.

The Parent Company manages its capital structure and makes adjustments to it in light of changes
in economic conditions and the risk characteristics of its activities.  In order to maintain or adjust
the capital structure, the Parent Company may adjust the amount of dividend payment to
shareholders, return capital to shareholders or issue capital securities.  No changes were made in
the objectives, policies and processes from the previous years.

The Parent Company maintains an actively managed capital base to cover risks inherent in the
business.  The adequacy of the Parent Company’s capital is monitored using, among other
measures, the rules and ratios established by the Basel Committee on Banking Supervision (“Bank
for International Settlements rules/ratios”) and adopted by the BSP in supervising the Group.  The
Parent Company had complied in full with all its regulatory capital requirements.

Regulatory Qualifying Capital
Under existing BSP regulations, the determination of the Parent Company’s compliance with
regulatory requirements and ratios is based on the amount of the Group’s “qualifying capital”
(regulatory net worth) as reported to the BSP, which is determined on the basis of regulatory
accounting policies which may differ from PFRS in some respects e.g., measurement of
investment properties.

The BSP, under BSP Circular No. 538 dated August 4, 2006, issued the prescribed guidelines
implementing the revised risk-based capital adequacy framework for the Philippine banking
system to conform to Basel II recommendations.  The new BSP guidelines took effect on
July 1, 2007.
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Below is a summary of risk weights and selected exposure types:

Risk Weight Exposure/Asset Type*
0.00% Cash on hand; claims collateralized by securities issued by the national

government, BSP; loans covered by the Trade and Investment Development
Corporation of the Philippines; real estate mortgages covered by the Home
Guarantee Corporation.

20.00% COCI, claims guaranteed by Philippine incorporated banks/quasi-banks with
the highest credit quality; claims guaranteed by foreign incorporated banks
with the highest credit quality; loans to exporters to the extent guaranteed by
Small Business Guarantee and Finance Corporation

50.00% Housing loans fully secured by first mortgage on residential property;
Local Government Unit (LGU) bonds which are covered by Deed of
Assignment of Internal Revenue allotment of the LGU and guaranteed by
the LGU Guarantee Corporation

75.00% Direct loans of defined Small Medium Enterprise (SME) and microfinance
loans portfolio; non-performing housing loans fully secured by first
mortgage

100.00% All other assets (e.g., real estate assets) excluding those deducted from
capital (e.g., deferred income tax)

150.00% All non-performing loans (except non-performing housing loans fully
secured by first mortgage) and all non-performing debt securities

*Not all inclusive

On January 15, 2013, the BSP issued Circular No. 781on Basel III Implementing Guidelines on
Minimum Capital Requirements, which provided that the  implementing guidelines on the revised
risk-based capital adequacy framework particularly on the minimum capital and disclosure
requirements for universal banks and commercial banks, as well as their subsidiary banks and
quasi-banks, in accordance with the Basel III standards.  The circular went into effect on
January 1, 2014.

The Circular defines in greater detail, the quality capital a bank must maintain to cover its
risks.  These include:

· Tier One capital - comprises the Group’s and theParent Company’s core capital resources that
are immediately available to sustain the financial stability of the group.  Components of tier
one capital include:

- Core-Equity Tier One or CET-1 includes paid-in shares of common stock, retained
earnings and accumulated other comprehensive income.  CET-1 must be the predominant
form of Tier One Capital. CET-1 absorbs all deductions to capital mandated by regulation.
These deductions include capital invested in affiliates, net deferred tax assets, intangible
assets and goodwill items.

- Alternative Tier One or AT-1 includes other equity type claims on a bank’s balance sheet
that are sufficiently subordinate to the claims of depositors and senior creditors and whose
cash flow distributions are not committed and cancellable at the option of the bank.

· Tier Two capital - includes auxiliary items, such as the gernal loan loss provision and
appraisal increment reserves on investment property, that supplement Tier One Capital in
sustaining the financial stability of the bank.
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Banks must maintain CET-1 capital equivalent to 6.00%, Total Tier One capital equivalent to
7.5 percent and Total capital equivalent to 10 percent of regulatory risk weighted assets at all
times.

At the end of 2015 and 2014, the Group and the Parent Company reported ratios in excess of the
regulatory requirements.

Presented below are the composition of qualifying capital and the related disclosures as reported to
the BSP (amounts in millions):

Consolidated Parent Company
2015 2014 2015 2014

CET-1 Capital P=7,311 P=6,654 P=7,364 P=6,675
Less: Regulatory Adjustments to CET-1 (958) (622) (1,302) (894)

6,353 6,032 6,062 5,781
Additional Tier 1 Capital − − − −
Less: Regulatory Adjustments to AT-1 − − − −

− − − −
Total Tier 1 Capital 6,353 6,032 6,062 5,781
Tier 2 Capital 1,890 1,952 1,859 1,943
Less: Regulatory Adjustments to Tier 2 Capital − − − −
Total Tier 2 Capital 1,890 1,952 1,859 1,943
Total Qualifying Capital P=8,243 P=7,984 P=7,921 P=7,724

The Group’s and the Parent Company’s RBCAR as reported to BSP as of December 31, 2015 and
2014 are shown in the table below (amounts in millions):

Consolidated Parent Company
2015 2014 2015 2014

CET-1 Capital:
Paid-up common stock P=10,676 P=8,847 P=10,676 P=8,847
Additional paid-in capital 814 1,248 814 1,248
Retained earnings (3,966) (3,644) (3,922) (3,646)
Undivided profits (252) 190 (252) 213
Net unrealized gains or losses on AFS-FVTOCI 24 24 25 24
Cumulative foreign currency translation 23 (11) 23 (11)
Minority interest in subsidiary banks (8) − – −

7,311 6,654 7,364 6,675
Less: Regulatory Adjustments to CET-1

Outstanding unsecured loans, other credit
accommodations and guarantees granted to
subsidiaries and affiliates – − 7 −

Goodwill 255 263 102 71
Other intangible asset 676 334 307 71
Investments in equity of unconsolidated subsidiary

banks and quasi-banks, and other financial allied
undertakings – − 859 727

Investments in equity of unconsolidated subsidiary
securities dealers/brokers and insurance
companies 15 13 15 13

Significant minority investments 12 12 12 12
958 622 1,302 894

Additional Tier 1 Capital – − – −
Less: Regulatory Adjustments to AT-1 – − – −

– − – −
Total Tier 1 Capital 6,353 6,032 6,062 5,781
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Consolidated Parent Company
2015 2014 2015 2014

Tier 2 Capital:
Appraisal increment reserve P=1,580 P=1,553 P=1,568 P=1,553
General loan loss provision 310 399 291 390

1,890 1,952 1,859 1,943
Less: Regulatory Adjustments to Tier 2 Capital – − – −
Total Tier 2 Capital 1,890 1,952 1,859 1,943
Total Qualifying Capital P=8,243 P=7,984 P=7,921 P=7,724

Credit risk-weighted assets P=49,731 P=45,175 P=47,465 P=43,168
Market risk-weighted assets 615 917 615 917
Operational risk-weighted assets 4,720 4,087 4,681 4,087
Total Risk Weighted Assets P=55,066 P=50,179 P=52,761 P=48,172

CET 1 Capital Ratio 11.54% 12.02% 11.49% 12.00%
Tier 1 Capital Ratio 11.54% 12.02% 11.49% 12.00%
Total Capital Ratio 14.97% 15.91% 15.01% 16.03%

Internal Capital Adequacy Assessment Process (ICAAP)
The ICAAP methodology of the Parent Company was based on the minimum regulatory capital
requirement under BSP Circular No. 639 which involved, first, an assessment of whether the risks
covered by the Framework are fully captured; and second, an assessment of other risks the Parent
Company is exposed to which are not fully captured and covered under the Framework, and an
assessment of whether and how much capital to allocate against these other risks.  The ICAAP
Document is scheduled to be presented by the Parent Company to the BSP on March 31, 2016.

The ICAAP, which included the discussion on the 2016 Holistic Risk Appetite and Components as
well as the ranges of capital that the Parent Company should sustain to support the three year
Business Plan under going-concern and stress scenarios, was deliberated upon by the ICAAP
Steering Committee, ROC and endorsed to the BOD for approval.

Salient points of the 2016 ICAAP include:

· The Parent Company’s total Qualifying Capital for December 31, 2015 fully covers the capital
requirement for risks under BSP Circular Nos. 538 ad 639 (Pillar 1 and Pillar 2 risks).

· The 3-year plan indicates that the Parent Company’s capital base is more than adequate to
support and sustain the strategy and projected balance sheet growth for 2016 to 2018 and is
sufficient to cover Pillar 1 and Pillar 2 risks.

· The Parent Company’s statement for Materiality of Risk refers to any factors that could
significantly affect the on-going viability of the Parent Company. It is considered the
overriding concern of the organization after the capital assessment of the eight (8) risks under
the ICAAP as approved by the ICAAP Steering Committee, Risk Oversight Committee, and
the BOD.

25. Commitments and Contingent Liabilities

In the normal course of operations, the Parent Company has various outstanding commitments and
contingent liabilities such as guarantees, forward exchange contracts, and commitments to extend
credit, which are not presented in the accompanying financial statements.  The Parent Company
does not anticipate any material losses as a result of these transactions.
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The following is a summary of the Group’s and the Parent Company’s commitments and
contingent liabilities at their equivalent peso contractual amounts:

Consolidated Parent Company
2015 2014 2015 2014

Trust department accounts (Note 26) P=5,594,481 P=5,930,414 P=5,594,481 P=5,930,414
Standby LC 1,759,656 1,123,767 1,759,656 1,123,767
Spot exchange:
 Bought 753,446 134,259 753,446 134,259
 Sold 753,260 134,160 753,260 134,160
Usance LC outstanding 74,854 144,901 74,854 144,901
Outstanding shipping guarantees 509,078 596,145 509,078 596,145
Sight LC outstanding 370,465 516,252 370,465 516,252
Deficiency claims receivable 27,498 27,498 27,498 27,498
Outward bills for collection 21,416 26,312 21,416 26,312
Currency forwards:

Bought 5,084 − 5,084 −
Sold 5,132 − 5,132 −

Inward bills for collection 75,844 46,921 75,844 46,921
Items held for safekeeping 244 411 244 411
Items held as collateral 5 5 5 5
Other contingencies 9,807 32,330 9,807 32,330

The Parent Company has certain loan-related suits and claims that remain unsettled.  It is not
practicable to estimate the potential financial statement impact of these contingencies.  However,
in the opinion of management, the suits and claims, if decided adversely, will not involve sums
that would have a material effect on the financial statements.

The Parent Company is a defendant in legal actions arising from its normal business activities.
Management believes that these actions are without merit or that the ultimate liability, if any,
resulting from them will not materially affect the Group’s and the Parent Company’s financial
statements.

Derivative Financial Instruments
As of December 31, 2015, the Parent Company has outstanding buy US dollar currency forwards
with aggregate notional amount of US$0.11 million, terms ranging from 30 to 35 days, and
weighted average forward rate of P=47.06. There are no outstanding forward contracts as of
December 31, 2014.

In 2015, 2014 and 2013, total gain (loss) on currency forwards recorded under ‘Trading and
securities gain (loss) - others’ in the statements of income amounted to P=3.25 million,
P=2.53 million, and (P=0.70 million), respectively (see Note 27).

26. Trust Operations

Securities and other properties (other than deposits) held by the Parent Company for its customers
in its fiduciary or agency capacity are not included in the statements of financial position since
these are not assets of the Parent Company.  Total assets held by the Parent Company’s trust
department amounted to P=5.59 billion and P=5.93 billion as of December 31, 2015 and 2014,
respectively (see Note 25).
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As of December 31, 2015 and 2014, government securities (included under investment securities
at amortized cost) owned by the Parent Company with total face value of P=70.00 million are
deposited with the BSP in compliance with the requirements of the General Banking Law relative
to the Parent Company’s trust functions.

Income from the Parent Company’s trust operations shown under ‘Income from trust operations’
in the statements of income amounted to P=18.30 million, P=19.06 million and  P=22.48 million in
2015, 2014 and 2013, respectively.

27. Income on Investment Securities

Interest income on investment securities follows:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Investment securities at
amortized cost P=580,657 P=774,727 P=− P=580,657 P=774,712 P=−

Financial assets at FVTPL 48,306 23,442 8,046 48,306 23,442 8,046
AFS investments − − 1,248,017 − − 1,248,017

P=628,963 P=798,169 P=1,256,063 P=628,963 P=798,154 P=1,256,063

In 2015, 2014 and 2013, the Parent Company’s peso-denominated investment securities earned
annual interest rates ranging from 1.63% to 9.13%, 0.01% to 12.37%, and 1.63% to 10.75%,
respectively, while dollar-denominated investment securities earned annual interest rates ranging
from 3.95% to 9.50%, 3.19% to 8.41%, and 3.37% to 8.41%, respectively.

The Group’s and the Parent Company’s trading and securities gain (loss) - net follows:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Financial assets at FVTPL (P=43,718) P=59,432 P=20,715 (P=43,718) P=59,432 P=20,715
AFS investments − − 1,520,583 − − 1,520,583
Others (Note 25) 3,253 2,525 (698) 3,253 2,525 (698)

(P=40,465) P=61,957 P=1,540,600 (P=40,465) P=61,957 P=1,540,600

28. Employee Benefits

The existing regulatory framework, RA No. 7641, The Retirement Pay Law, requires companies
with at least ten (10) employees to pay retirement benefits to qualified private sector employees in
the absence of any retirement plan in the entity, provided however that the employee’s retirement
benefits under any collective bargaining and other agreements shall not be less than those provided
under the law.  The law does not require minimum funding of the plan.

Defined Benefit Plans
Parent Company
The Parent Company has a funded, noncontributory defined benefit retirement plan covering
substantially all of its officers and regular employees.  The Parent Company’s annual contribution
to the retirement plan consists of a payment covering the current service cost and unfunded
actuarial accrued liability.  The retirement plan provides a retirement benefit based on applicable
percentage of salary (100% - 150%) depending on the number of years of service (minimum of
five years), a fraction of a month being considered as one whole month.  The Parent Company’s
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retirement plan is in the form of a trust administered by the Parent Company’s Trust and Wealth
Management Group (TWMG) under the supervision of the Retirement Board.

BDI
BDI has three funded, noncontributory defined benefit retirement plans that were created in 1990,
2009 and 2012. The 1990 and 2009 retirement plans cover employees who have rendered full-time
service for at least 10 years and provide benefits that are based only on years of service and final
compensation. The 2012 plan cover substantially all of the Bank’s officers and regular employees
and provides benefits that are based on employee age, years of service and final compensation.
BDI’s retirement plans provide retirement benefits equal to 100% of the final regular monthly
salary for every year of service.

In 2015, the plan assets of BDI’s retirement plans were transferred to the Parent Company’s
TWMG.  BDI’s retirement plans are administered by the Parent Company’s TWMG under the
supervision of BDI’s Retirement and Provident Fund Committee.

RBNI
RBNI has a funded, noncontributory defined benefit retirement plan covering substantially all of
its regular employees.  The benefits are based on employee age, years of service and final
compensation.  The retirement plan provides retirement benefits equal to 50% of the final monthly
salary for every year of service.  RBNI’s retirement plan is in the form of a trust administered by a
local bank.

The latest actuarial valuation studies of the defined benefit retirement plans of the Group were
made as of December 31, 2015.

The following table shows the actuarial valuation results for the Group and the Parent Company as
of December 31, 2015 and 2014:

2015
2014

(As restated - Note 7)
Fair Value of

Plan Assets
Present Value of

Obligation
Fair Value of

Plan Assets
Present Value of

Obligation
Parent Company P=374,103 P=503,577 P=343,281 P=572,536
BDI 12,314 9,832 5,002 7,372
RBNI 8,425 12,524 9,159 12,075

P=394,842 P=525,933 P=357,442 P=591,983

The amounts relating to the defined benefit retirement plans are presented in the statements of
financial position as follows:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Retirement asset* (Note 17) P=2,482 P=− P=− P=−
Retirement liability** (Note 21) 133,573 234,541 129,474 229,255
Net retirement liability P=136,055 P=234,541 P=129,474 P=229,255
* Included in ‘Other assets’
** Included in ‘Accrued interest, taxes and other expenses’
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Changes in the present value of the defined benefit obligations as of December 31, 2015 and 2014
recognized in the statements of financial position follow:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Balance at January 1 P=591,983 P=505,850 P=572,536 P=505,850
Current service cost 85,171 66,475 83,147 66,045
Interest cost 28,386 27,589 27,482 27,316
Remeasurement losses (gains):
 Actuarial losses (gains) arising

from deviations of experience
  from assumptions 3,838 (20,506) (79,484) (20,482)

Actuarial losses (gains) arising
from changes in financial
assumptions (97,606) 37,460 (17,550) 36,303

Benefits paid (85,839) (42,496) (82,554) (42,496)
Additions arising from business
 combinations (Note 7) − 17,611 − −
Balance at December 31 P=525,933 P=591,983 P=503,577 P=572,536

Changes in the fair value of the plan assets are as follows:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Balance at January 1 P=357,442 P=289,202 P=343,281 P=289,202
Contributions 101,635 98,204 94,153 98,204
Interest income 17,137 15,828 16,477 15,617
Return on plan assets (excluding

interest income) 4,467 (17,197) 2,746 (17,246)
Benefits paid (85,839) (42,496) (82,554) (42,496)
Additions arising from business

combination (Note 7) − 13,901 − −
Balance at December 31 P=394,842 P=357,442 P=374,103 P=343,281

The fair values of plan assets by class as at the end of the reporting periods are as follows:

Consolidated Parent Company
2015 2014 2015 2014

Cash and cash equivalents P=170,336 P=61,545 P=163,488 P=58,543
Debt instruments:
 Philippine government 84,609 105,005 80,569 93,877
 Holding firms 17,258 63,035 16,768 63,035
 Financial intermediaries 31,655 19,738 31,655 19,738
 Real estate 11,010 10,310 10,496 10,310
 Power, electricity and water

distribution 14,948 13,652 14,948 13,652
Equity instruments:
 Holding firms 22,653 17,050 21,298 17,050
 Financial intermediaries 9,443 9,876 9,443 9,876
 Transportation, storage and

communication 8,747 7,279 7,703 7,279
 Real estate 8,547 8,361 8,547 8,361
 Food, beverage and tobacco 5,260 30,564 − 30,564

(Forward)
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Consolidated Parent Company
2015 2014 2015 2014

 Power, electricity and water
distribution P=3,147 P=3,561 P=3,147 P=3,561

 Wholesale and retail trade 4,848 5,385 4,848 5,385
 Mining and quarrying 1,101 43 41 43
Others 1,280 2,038 1,152 2,007
Fair value of plan assets P=394,842 P=357,442 P=374,103 P=343,281

The Group’s plan assets are carried at fair value.  All equity and debt instruments have quoted
prices in an active market.  The fair values of other assets and liabilities, which include amounts
due from BSP and other banks, accrued interest and other receivables and trust fee payables,
approximate their carrying amount due to the short-term nature of these accounts.

The plan assets are diversified investments and are not exposed to concentration risk.

The Group and the Parent Company expect to contribute P=131.68 million and P=128.10 million,
respectively, to the defined retirement benefit plans in 2016.

The cost of defined benefit retirement plans as well as the present value of the benefit obligations
are determined using actuarial valuations, which involve making various assumptions.  The
principal assumptions used are shown below:

Parent Company BDI RBNI

2015 2014 2015

2014
(As restated

- Note 7) 2015 2014
Discount rate:
 At January 1 4.80% 5.40% 4.67% 6.10% 4.60% 4.80%
 At December 31 5.10% 4.80% 5.13% 4.67% 4.90% 4.60%
Future salary increase rate 7.00% 7.00% 5.00% 5.00% 5.00% 5.00%
Average remaining working life 13 13 15 15 11 12

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption as of December 31, 2015 and 2014, assuming all other assumptions were
held constant.

Increase (Decrease) in Defined Benefit Obligation
Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Increase in discount rate of 0.50% (P=28,499) (P=31,584) (P=27,254) (P=30,510)
Decrease in discount rate of 0.50% 31,161 34,481 29,787 33,296
Increase in salary increase rate of 0.50% 28,336 31,249 27,064 30,155
Decrease in salary increase rate of 0.50% (26,227) (28,975) (25,062) (27,973)
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The amounts of defined benefit cost included in the statements of other comprehensive income as
‘Remeasurement of defined benefit liability’, gross of tax, follow:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Actuarial gains (losses) on benefit

obligation P=93,768 (P=16,954) P=97,034 (P=15,821)
Return on plan assets (excluding

interest income) 4,467 (17,197) 2,746 (17,246)
Remeasurement gains (losses) in OCI P=98,235 (P=34,151) P=99,780 (P=33,067)

The amounts of retirement cost included in the statements of income follow:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Current service cost* P=85,171 P=66,475 P=83,147 P=66,045
Net interest expense** 11,249 11,761 11,005 11,699
Retirement cost P=96,420 P=78,236 P=94,152 P=77,744
*Included under ‘Compensation and fringe benefits’ in the statements of income
**Included under ‘Interest and finance charges - bills payable, borrowings and others’ in the statements of income

Collective Bargaining Agreement (CBA)
On April 12, 2013, the Parent Company signed the revised collective bargaining agreement with
the Philippine Bank of Communications Employees’ Association to amend the CBA that expired
on December 31, 2012.

The amended CBA shall take effect on January 1, 2013 and shall continue to be in full force and
effect for three (3) years or until December 31, 2015.

The Bank is currently negotiating the new CBA.

Defined Contribution Plans
Parent Company
The Parent Company employs a provident fund scheme where the Parent Company and its
covered employees shall contribute 11% and 5% of the employees’ basic monthly salary,
respectively.  Contributions are maintained under the Provident Fund account administered by the
Parent Company’s TWMG under the supervision of the Retirement Board.  As approved by the
Parent Company’s BOD on November 27, 2013, new officers hired after December 31, 2013,
except those whose terms of employment have been negotiated prior to December 1, 2013, are no
longer eligible for inclusion in the Parent Company’s provident fund.

Contributions paid and accrued by the Parent Company to the fund are recognized under
‘Compensation and fringe benefits’ in the statements of income amounted to P=141.87 million,
P=150.11 million and P=124.63 million in 2015, 2014 and 2013, respectively.

BDI
In addition to its defined benefit plans, BDI also employs three contributory funds where BDI and
its covered employees shall both contribute 5% of the employees’ regular monthly salary.
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Contributions paid and accrued by BDI to the funds recognized in the statements of income under
‘Compensation and fringe benefits’ amounted to P=1.75 million and P=0.30 million in 2015 and
2014, respectively.

29. Long-term Leases

The Group leases the premises occupied by most of its branches.  The lease contracts are for
periods ranging from one to twenty (20) years and renewable at the Group’s option under certain
terms and conditions.  Various lease contracts include escalation clauses, most of which bear
annual rent increase of 5.00% - 10.00%.

Rent expense charged by the Group to current operations (included in ‘Occupancy and other
equipment-related costs’ in the statements of income) amounted to P=175.2 million,
P=148.61 million, and P=95.11 million in 2015, 2014 and 2013, respectively. For the years ended
December 31, 2015, 2014 and 2013, total rentals charged to operations by the Parent Company
amounted to P=169.41 million, P=147.09 million and P=95.11 million, respectively.

Future minimum rentals payable under noncancellable operating leases are as follows:

Consolidated Parent Company
2015 2014 2015 2014

Within one year P=128,051 P=117,322 P=122,070 P=115,054
Beyond one year but not more than five

years 218,234 255,214 211,330 243,434
Beyond five years 2,022 3,372 1,740 3,060

P=348,307 P=375,908 P=335,140 P=361,548

The Parent Company has also entered into commercial property leases on its investment
properties.  These noncancellable leases have remaining noncancellable lease terms of between
one to five years. The Parent Company recognized rent income, included under ‘Rent income’ in
the statements of income, amounting to P=384.15 million, P=301.43 million, and P=248.35 million in
2015, 2014 and 2013, respectively.

Future minimum rentals receivable under noncancellable operating leases follow:

Consolidated Parent Company
2015 2014 2015 2014

Within one year P=388,347 P=376,886 P=388,047 P=376,586
Beyond one year but not more than five

years 700,145 656,179  699,920 655,654
Beyond five years 43,301 273 43,301 273

P=1,131,793 P=1,033,338 P=1,131,268 P=1,032,513
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30. Miscellaneous Expenses

This account consists of:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Information technology P=90,619 P=58,517 P=32,437 P=84,139 P=56,425 P=32,437
Fines, penalties and other charges 41,388 20,680 14,494 41,341 20,383 14,494
Transaction dues 34,570 27,553 20,810 34,137 27,547 20,810
Stationery and supplies 21,456 20,896 17,809 18,417 20,853 17,809
Fuel and lubricants 19,445 19,920 11,066 16,716 19,121 11,066
Travel 12,827 19,171 13,254 6,670 16,851 13,254
Litigation and assets acquired - related

expenses 11,553 14,672 12,557 10,482 14,218 12,557
Brokerage fees 4,889 4,550 15,510 4,889 4,550 15,510
Advertising 4,340 35,587 13,382 2,600 34,975 13,382
Freight 4,277 7,262 4,104 4,220 7,251 4,104
Others 47,025 56,687 53,508 43,494 47,755 53,508

P=292,389 P=285,495 P=208,931 P=267,105 P=269,929 P=208,931

Others include account maintenance charges, contractual services, and Philippine Dealing
Exchange Corp. transaction fees.

31. Income and Other Taxes

Under Philippine tax laws, the RBU of the Parent Company and its subsidiaries are subject to
percentage and other taxes (presented as ‘Taxes and licenses’ in the statements of income) as well
as income taxes.  Percentage and other taxes paid consist principally of gross receipts tax and
documentary stamp taxes.  Income taxes include corporate income tax, as discussed below, and
final taxes paid which represents final withholding tax on gross interest income from government
securities and other deposit substitutes and income from FCDU transactions.  These income taxes,
as well as the deferred tax benefits and provisions, are presented as ‘Provision for income tax’ in
the statements of income.

Republic Act (RA) No. 9397, An Act Amending National Internal Revenue Code, provides that the
Regular Corporate Income Tax (RCIT) rate shall be 30.00% and the interest expense allowed as a
deductible expense shall be reduced by 33.00% of interest income subjected to final tax.

An MCIT of 2.00% of modified gross income is computed and compared with the RCIT.  Any
excess of MCIT over the RCIT is deferred and can be used as a tax credit against future income
tax liability for the next three years.  In addition, NOLCO is allowed as a deduction from taxable
income in the next three years from the period of incurrence.

FCDU offshore income (income from non-residents) is tax-exempt while gross onshore income
(income from residents) is generally subject to 10.00% gross income tax.  In addition, interest
income on deposit placements with other FCDUs and offshore banking units is subject to a
7.50% final tax.  RA No. 9294, which became effective in May 2004, provides that the income
derived by the FCDU from foreign currency transactions with non-residents, Offshore Banking
Units (OBUs), local commercial banks including branches of foreign banks is tax-exempt while
interest income on foreign currency loans from residents other than OBUs or other depository
banks under the expanded system is subject to 10.00% income tax.

In 2011, the BIR issued Revenue Regulation 14-2011, which prescribes the proper allocation of
costs and expenses among the income earnings of financial institutions for income tax reporting.
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Only costs and expenses attributable to the operations of the RBU can be claimed as deduction to
arrive at the taxable income of the RBU subject to the RCIT. All costs and expenses pertaining to
the FCDU/EFCDU are excluded from the RBU’s taxable income.  Within the RBU, common
costs and expenses should be allocated among taxable income, tax-paid income and tax-exempt
income using the specific identification or the allocation method.

Provision for income tax consists of:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2013 2015 2014 2013
Current:
 Final P=141,202 P=179,650 P=300,947 P=140,719 P=179,649 P=300,947
 MCIT 39,573 27,722 14,097 39,522 27,722 14,097
 RCIT 31,237 14,108 313 – 171 313

212,012 221,480 315,357 180,241 207,542 315,357
 Deferred 274,324 78,073 81,689 275,920 81,407 81,689
Effective income tax P=486,336 P=299,553 P=397,046 P=456,161 P=288,949 P=397,046

Components of deferred tax assets and liabilities follow:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Deferred tax assets:
 Allowance for credit and impairment losses P=493,645 P=505,012 P=472,457 P=472,457
 Unearned discounts and capitalized interest 26,914 11,939 – –
 Accrued expenses 2,162 – – –
 Unamortized past service cost 1,159 – – –
 Remeasurement losses on defined benefit plans 1,027 711 – –
 Accumulated depreciation on foreclosed properties 41 60 – –

P=524,948 P=517,722 P=472,457 P=472,457

Deferred tax liabilities:
 Fair value gain on investment properties P=872,404 P=571,007 P=862,696 P=571,008
 Revaluation increment credited to surplus free 399,979 410,207 399,979 410,207
 Revaluation increment on land 120,111 106,176 119,761 106,176
 Branch licenses acquired from business

 combination 78,870 78,870 – –
 Excess of fair value over carrying value of the net

 assets acquired from business combination 34,972 40,559 – –
 Unamortized transaction cost on bills payable 1,420 – 1,420 –
 Net retirement asset of BDI 1,191 – – –
 Unrealized foreign exchange gain – 6,959 – 6,959

P=1,508,947 P=1,213,778 P=1,383,856 P=1,094,350

Deferred tax assets and liabilities are presented in the statements of financial position as follows:

Consolidated Parent Company

2015

2014
(As restated -

Note 7) 2015 2014
Deferred tax assets P=49,545 P=45,266 P=– P=–
Deferred tax liabilities 1,033,544 741,322 911,399 621,893
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The ultimate realization of deferred tax assets is dependent on the generation of future taxable
income.  In assessing the realizability of its deferred tax assets, the Group considers projected
future taxable income, reversal of temporary differences, and tax planning strategies.

The Group assessed that not all of its deferred tax assets may be realized in the future.
Accordingly, the Group did not set up deferred tax assets on the following NOLCO and temporary
differences:

Consolidated Parent Company
2015 2014 2015 2014

Allowance for credit and
impairment losses P=1,104,873 P=782,673 P=783,768 P=430,748

NOLCO 246,034 389,612 193,430 355,235
Retirement liability 133,573 232,171 129,474 229,254
Unamortized past service cost 57,109 53,396 57,109 53,396
Advance rental income 51,167 9,703 51,167 9,703
Accrued deductible taxes 27,247 131,988 27,247 131,988
Excess of MCIT over RCIT 81,375 41,893 81,278 41,819
Fair value loss on investment

properties – 29,666 – 29,666
P=1,701,378 P=1,671,102 P=1,323,473 P=1,281,809

Details of the Group’s NOLCO are as follows:

Inception
Year Amount Used Amount

Expired
Amount Balance Expiry Year

2012 P=187,453 P=– P=187,453 P=– 2015
2013 16,121 – – 16,121 2016
2014 186,038 – – 186,038 2017
2015 43,875 – – 43,875 2018

P=433,487 P=– P=187,453 P=246,034

Details of the Parent Company’s NOLCO are as follows:

Inception
Year Amount Used Amount

Expired
Amount Balance Expiry Year

2012 P=187,453 P=– P=187,453 P=– 2015
2014 167,782 – – 167,782 2016
2015 25,648 – – 25,648 2017

P=380,883 P=– P=187,453 P=193,430

Details of the Group’s MCIT are as follows:

Inception
Year Amount Used Amount

Expired
Amount Balance Expiry Year

2013 P=14,135 P=– P=– P=14,135 2016
2014 27,758 – – 27,758 2017
2015 39,482 – – 39,482 2018

P=81,375 P=– P=– P=81,375
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Details of the Parent Company’s MCIT are as follows:

Inception
Year Amount Used Amount

Expired
Amount Balance Expiry Year

2013 P=14,097 P=– P=– P=14,097 2016
2014 27,722 – – 27,722 2017
2015 39,459 – – 39,459 2018

P=81,278 P=– P=– P=81,278

A reconciliation between the statutory income tax and the effective income tax follows:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Statutory income tax P=207,005 P=123,030 P=608,979 P=176,474 P=121,757 P=608,600
Tax effect of:
Nondeductible expenses and others 301,101 314,243 829,658 225,043 305,680 829,658
Nontaxable income (26,199) (35,506) (637,731) 46,573 (35,506) (637,352)
Interest income subjected to final

tax (28,272) (54,278) (73,536) (28,031) (54,171) (73,536)
FCDU income before income tax (60,255) (8,137) (68,269) (60,255) (8,137) (68,269)
Expired NOLCO 56,236 – – 56,236 – –
Changes on unrecognized deferred

tax assets 36,720 (39,799) (262,055) 40,121 (40,674) (262,055)
Effective income tax P=486,336 P=299,553 P=397,046 P=456,161 P=288,949 P=397,046

32. Related Party Transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions.  The Parent Company’s related parties include key management personnel, close family
members of key management personnel, affiliates (i.e. entities which are controlled, significantly
influenced by or for which significant voting power is held by the Parent Company or key
management personnel or their close family members and retirement plan for the benefit of the
Group’s employees).

The Parent Company has business relationships with certain related parties. Transactions with
such parties are made in the ordinary course of business and on substantially same terms,
including interest and collateral, as those prevailing at the time for comparable transactions with
other parties.  These transactions also did not involve more than the normal risk of collectability or
present other unfavorable conditions.

Retirement Plans
Under PFRS, certain post-employment benefit plans are considered as related parties.  The Parent
Company has a business relationship with its defined benefit and contribution plans as which it
provides trust and management services to the plans.  Any investments made in the retirement
plans are approved by the Parent Company’s Retirement Board.  The Parent Company’s
Retirement Board is comprised of senior officers of the Parent Company.  Income earned by the
Parent Company (presented as part of ‘Income from trust operations’ in the statements of income)
from such services amounted to P=4.89 million in 2015, P=4.39 million in 2014 and P=4.18 million in
2013.  Total deposits maintained by the related party retirement plans with the Parent Company
amounted to P=85.57 million and P=5.39 million as of December 31, 2015 and 2014, respectively.
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Key Management Personnel
Key management personnel are those persons with authority and responsibility for planning,
directing and controlling the activities of the Parent Company, directly or indirectly.  The Parent
Company considers the members of the Senior Management Team to constitute key management
personnel for purposes of PAS 24.

Total remunerations of key management personnel are as follows:

2015 2014 2013
Short-term benefits P=120,812 P=160,244 P=136,532
Post-employment benefits 8,223 13,894 9,910

P=129,035 P=174,138 P=146,442

Details on significant related party transactions of the Parent Company follow:

December 31, 2015

Category Volume
Outstanding

Balance Nature, Terms and Conditions
Significant investors:

Deposit liabilities (P=1,981,394) P=3,483 Savings and time deposit accounts with annual
interest rates ranging from 0.13% to 3.50%.Interest expense 12,522 −

Rent expense 15,143 − Branch and office leased for five years ending in
various years, with 5% annual escalation.

Rent income 2,839 − Five-year lease, subject to pre-termination, with
escalation rate of 5%

Affiliate:
Deposit liabilities (3,696) 8,067 Demand, savings and time deposit accounts with

annual interest rates ranging from 0.13% to
1.50%.

Interest expense 173 −

Rent income 133 − Five-year lease expiring on July 2018, with 5%
annual escalation

Subsidiaries:
Deposit liabilities (170,574) 101,409 Demand and savings deposit accounts with annual

interests ranging from 0.13% to 0.50%.Interest expense 2,450 −
Interbank loans receivable 617,000 – Interbank term loans with subsidiary with annual

interest rates ranging from 5.25% to 6.25% and
terms of 18 to 91 days

Interest income (7,602) −

Rent income 126 − One and half year lease expiring on December
2016, fixed rental rate during the entire term
of the contract

Key management personnel:
Deposit liabilities 22,872 63,796 Savings and time deposit accounts with annual

interest rates ranging from 0.13% to 3.50%.Interest expense 603 −
Receivable from customers (28) 376 Personal loans with average interest rate of 7.00%

and average term of 3 years.Interest income (39) −
Provident fund:

Deposit liabilities 27,229 32,599 Savings and time deposit accounts with annual
interest rates ranging from 0.13% to 3.25%.Interest expense 498 −

Trust fee 2,955 − A certain percentage of the monthly ending
market value of the fund depending on
agreement.

Retirement fund:
Deposit liabilities 52,953 52,976 Savings and time deposit accounts with annual

interest rates ranging from 0.13% to 3.25%.Interest expense 537 −
Trust fee 1,940 − A certain percentage of the monthly ending

market value of the fund depending on
agreement.
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December 31, 2014

Category Volume
Outstanding

Balance Nature, Terms and Conditions
Significant investors:

Deposit liabilities P=1,923,880 P=2,081,610 Savings and time deposit accounts with annual
interest rates ranging from 0.13% to 3.00%.Interest expense 8,541 −

Rent expense 7,251 − Branch office leased for five years
ending on December 18, 2016,
with 5% annual escalation.

Rent income 3,713 − Five-year lease, subject for pre-termination with
average escalation rate of 7.5%

Affiliate:
Deposit liabilities 1,794 11,703 Demand, savings and time deposit accounts with

annual interest rates ranging from 0.13% to
2.00%.

Interest expense 20 −

Rent income 123 − 10-year lease that expired on July 31, 2013, fixed
rental rate during the entire term of the
contract, renewed in August 2013 for another
10 years.

Subsidiaries:
Deposit liabilities − 263,937 Demand and savings deposit accounts with annual

interest rate of 0.13%Interest expense 1,197 −
Interest income (54) − Demand, savings and time deposits with a

subsidiary closed as of Dec 31, 2014
Key management personnel:

Deposit liabilities 551,930 623,983 Savings and time deposit accounts with annual
interest rates ranging from 0.13% to 3.50%.Interest expense 7,319 −

Receivable from customers 328 1,781 Personal loans with average interest rate of
32.90% and average term of 3 years.Interest income 101 −

Provident fund:
Deposit liabilities (20,350) 5,370 Savings and time deposit accounts with annual

interest rates ranging from 0.13% to 3.25%.Interest expense 539 −
Trust fee 2,780 − A certain percentage of the monthly ending

market value of the fund depending on
agreement.

Retirement fund:
Deposit liabilities (11,759) 23 Savings and time deposit accounts with annual

interest rates ranging from 0.13% to 3.25%.Interest expense 197 −
Trust fee 1,607 − A certain percentage of the monthly ending

market value of the fund depending on
agreement.

December 31, 2013

Category Volume
Outstanding

Balance Nature, Terms and Conditions
Significant investors:

Deposit liabilities P=73,823 P=140 Savings and time deposit accounts with annual
interest rates ranging from 0.13% to 3.00%.Interest expense 2,611 −

Rent expense 1,806 − Branch office leased for five years ending on
December 18, 2016, with 5% annual
escalation.

Rent income 1,033 − Five-year lease, subject for pre-termination with
average escalation rate of 7.5%

Affiliate:
Deposit liabilities 3,677 9,909 Demand, savings and time deposit accounts with

annual interest rates ranging from 0.13% to
2.00%.

Interest expense 207 −

Rent income 85 − 10-year lease that expired on July 31, 2013, fixed
rental rate during the entire term of the
contract, renewed in August 2013 for another
10 years..

Key management personnel:
Deposit liabilities 55,493 72,053 Savings and time deposit accounts with annual

interests rates ranging from 0.13% to 3.50%.Interest expense 411 −
Receivable from customers 150 145 Personal loans with average interest rate of

32.90% and average term of 3 years.Interest income 11 2
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December 31, 2013

Category Volume
Outstanding

Balance Nature, Terms and Conditions
Provident fund:

Deposit liabilities (P=57,613) P=25,720 Savings and time deposit accounts with annual
interests rates ranging from 0.13% to 3.25%.Interest expense 616 −

Trust fee 2,839 − A certain percentage of the monthly ending
market value of the fund depending on
agreement.

Retirement fund:
Deposit liabilities (26,581) 11,782 Savings and time deposit accounts with annual

interests rates ranging from 0.13% to 3.25%.Interest expense 213 15
Trust fee 1,337 − A certain percentage of the monthly ending

market value of the fund depending on
agreement.

Other Terms and Conditions of Transactions with Related Parties
Outstanding balances at year-end are unsecured and settlement occurs in cash.  The Parent
Company has not recorded any impairment losses relating to amounts owed by related parties.

Regulatory Reporting
As required by BSP, the Parent Company discloses loan transactions with its associates, affiliates
and with certain directors, officers, stockholders and related interests (DOSRI). Existing banking
regulations limit the amount of individual loans to DOSRI, 70.00% of which must be secured, to
the total of their respective deposits and book value of their respective investments in the Parent
Company.  In the aggregate, loans to DOSRI generally should not exceed total equity or 15.00%
of total loan portfolio, whichever is lower.

BSP Circular No. 423 dated March 15, 2004 amended the definition of DOSRI accounts.  The
following table shows information relating to the loans, other credit accommodations and
guarantees classified as DOSRI accounts under regulations existing prior to Circular No. 423, and
new DOSRI loans, other credit accommodations and guarantees granted under said circular:

Consolidated Parent Company
2015 2014 2015 2014

Total outstanding DOSRI loans P=29,458 P=30,343 P=24,336 P=26,373
Total outstanding DOSRI loans granted under

regulations existing prior to Circular No. 423 29,458 30,343 24,336 26,373
New DOSRI loans granted under Circular No. 423 − − − −
Total outstanding non-DOSRI loans prior to

Circular No. 423 33,131,079 29,300,569 30,937,625 27,711,636
Percent of DOSRI loans to total loans 0.09% 0.10% 0.08% 0.10%
Percent of unsecured DOSRI loans to total DOSRI

loans 53.84% 55.33% 65.18% 63.66%
Percent of past due DOSRI loans to total DOSRI

loans 18.07% 14.10% 0.83% 1.17%
Percent of nonperforming DOSRI loans to total

DOSRI loans 17.95% 13.81% 0.68% 1.17%

The amounts of loans and receivables disclosed for related parties above differ with the amounts
disclosed for key management personnel since the composition of DOSRI is more expansive than
that of key management personnel.

BSP Circular No. 560 provides that the total outstanding loans, other credit accommodation and
guarantees to each of the bank’s/quasi-bank’s subsidiaries and affiliates shall not exceed 10.00%
of the net worth of the lending bank/quasi-bank, provided that the unsecured portion of which
shall not exceed 5.00% of such net worth.  Further, the total outstanding loans, other credit
accommodations and guarantees to all subsidiaries and affiliates shall not exceed 20.00% of the
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net worth of the lending bank/quasi-bank; and the subsidiaries and affiliates of the lending
bank/quasi-bank are not related interest of any director, officer and/or stockholder of the lending
institution, except where such director, officer or stockholder sits in the BOD or is appointed
officer of such corporation as representative of the bank/quasi-bank.  As of December 31, 2015
and 2014, the Parent Company is in compliance with these requirements.

Any violation of the provisions of BSP Circular No. 423 is subject to regulatory sanctions.
However, loans, other credit accommodations and guarantees, as well as availments of previously
approved loans and committed credit lines that are not considered DOSRI (non-DOSRI) accounts
prior to the issuance of BSP Circular No. 423 are not covered by such sanctions for a transition
period of two years from the effectivity of the Circular or until said loan, other credit
accommodations and guarantees become past due, or are extended, renewed or restructured,
whichever comes later.

33. Financial Performance

Basic EPS amounts are calculated by dividing the net income for the year by the weighted average
number of common shares outstanding during the year.

The following reflects the income and share data used in the basic and diluted earnings per share
computations:

2015

2014
(As restated -

Note 7) 2013
Net income attributable  to equity holders
 of the Parent Company P=203,301 P=110,957 P=1,632,884
Weighted average number of common

shares outstanding (Note 24) 299,565 299,565 278,404
Basic/Diluted earnings per share P=0.68 P=0.37 P=5.87
* Weighted average number of outstanding common shares in 2013 was recomputed after giving effect to the quasi-reorganization on
March 8, 2013 (see Note 24).

As of December 31, 2015, 2014 and 2013, there are no outstanding dilutive potential common
shares.

The following basic ratios measure the financial performance of the Group and of the Parent
Company:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Return on average equity 2.52% 1.95% 38.58% 1.63% 2.06% 38.58%
Return on average assets 0.28% 0.16% 3.01% 0.18% 0.17% 3.01%
Net interest margin 4.32% 3.92% 4.34% 3.87% 3.86% 4.34%
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34. Notes to Statements of Cash Flows

The amounts of interbank loans receivable and SPURA considered as cash and cash equivalents as
of December 31, 2015, 2014 and 2013 follow:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Interbank loans receivables and SPURA
shown under statements of cashflows P=229,281 P=743,164 P=157,879 P=229,281 P=743,164 P=157,879

Interbank loans receivables and SPURA
not considered as cash and cash
equivalents – 89,440 44,671 – 89,440 44,671

P=229,281 P=832,604 P=202,550 P=229,281 P=832,604 P=202,550

The following is a summary of noncash activities:

Consolidated Parent Company
2015 2014 2013 2015 2014 2013

Noncash operating activities:
 Additions to investment properties
  from settlement of loans (Note 15) P=38,538 P=115,882 P=98,233 P=30,810 P=115,882 P=98,233
Noncash investing activities:
 Increase in land due to revaluation (Note 14) 29,971 24,278 32,367 28,806 24,278 32,367
 Changes in fair value of AFS investments – – (371,619) – – (371,619)
 Transfer to property and equipment from
  investment properties
  (Notes 14 and 15) 18,702 (339,077) (87,852) 18,702 (339,077) (87,852)

35. Approval for Release of the Financial Statements

The accompanying financial statements were authorized for issue by the BOD of the Parent
Company on March 30, 2016.

36. Standards Issued but not yet Effective

The standards and interpretation that are issued but not yet effective, up to the date of issuance of
the Group’s financial statements are disclosed below.  Unless otherwise stated, the Group does not
expect the adoption of these new and amended standards and interpretation to have significant
impact on the Group’s financial statements.

Deferred

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors.  The interpretation
requires that revenue on construction of real estate be recognized only upon completion, except
when such contract qualifies as a construction contract to be accounted for under PAS 11,
Construction Contracts, or involves rendering of services, in which case, revenue is recognized
based on stage of completion.  Contracts involving provision of services with the construction
materials and where the risks and rewards of ownership are transferred to the buyer on a
continuous basis will also be accounted for based on stage of completion.  The SEC and the
Financial Reporting Standards Council (FRSC) have deferred the effectivity of this interpretation
until the final Revenue standard is issued by the International Accounting Standards Board (IASB)
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and an evaluation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry is completed.

Effective January 1, 2016

PFRS 10, Consolidated Financial Statements, and PAS 28, Investments in Associates and Joint
Ventures - Investment Entities: Applying the Consolidation Exception (Amendments)
These amendments clarify that the exemption in PFRS 10 from presenting consolidated financial
statements applies to a parent entity that is a subsidiary of an investment entity that measures all of
its subsidiaries at fair value and that only a subsidiary of an investment entity that is not an
investment entity itself and that provides support services to the investment entity is consolidated.
The amendments also allow the investor (that is not an investment entity and has an investment
entity associate or joint venture), when applying the equity method, to retain the fair value
measurement applied by the investment entity associate or joint venture to its interests in
subsidiaries.

PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements
(Amendments)
The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements.  Entities already
applying PFRS and electing to change to the equity method in its separate financial statements will
have to apply that change retrospectively.

PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interests (Amendments)
The amendments require a joint operator that is accounting for the acquisition of an interest in a
joint operation, in which the activity of the joint operation constitutes a business (as defined by
PFRS 3), to apply the relevant PFRS 3 principles for business combination accounting.  The
amendments also clarify that a previously held interest in a joint operation is not re-measured on
the acquisition of an additional interest in the same joint operation while joint control is retained.
In addition, a scope exclusion has been added to PFRS 11 to specify that the amendments do not
apply when the parties sharing joint control, including the reporting entity, are under common
control of the same ultimate controlling party.

PAS 1, Presentation of Financial Statements - Disclosure (Amendments)
The amendments are intended to assist entities in applying judgment when meeting the
presentation and disclosure requirements in PFRS.  The amendments clarify the following:

· That entities shall not reduce the understandability of their financial statements by either
obscuring material information with immaterial information; or aggregating material items
that have different natures or functions.

· That specific line items in the statement of income and OCI and the statement of financial
position may be disaggregated.

· That entities have flexibility as to the order in which they present the notes to financial
statements.

· That the share of OCI of associates and joint ventures accounted for using the equity method
must be presented in aggregate as a single line item, and classified between those items that
will or will not be subsequently reclassified to profit or loss.
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PFRS 14, Regulatory Deferral Accounts
PFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral
account balances upon its first-time adoption of PFRS.  Entities that adopt PFRS 14 must present
the regulatory deferral accounts as separate line items on the statement of financial position and
present movements in these account balances as separate line items in the statement of profit or
loss and OCI.  The standard requires disclosures on the nature of, and risks associated with, the
entity’s rate-regulation and the effects of that rate-regulation on its financial statements.

PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)
The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part) rather
than the economic benefits that are consumed through use of the asset.  As a result, a revenue-
based method cannot be used to depreciate property, plant and equipment and may only be used in
very limited circumstances to amortize intangible assets.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture: Bearer Plants
The amendments change the accounting requirements for biological assets that meet the definition
of bearer plants.  Under the amendments, biological assets that meet the definition of bearer plants
will no longer be within the scope of PAS 41.  Instead, PAS 16 will apply.  After initial
recognition, bearer plants will be measured under PAS 16 at accumulated cost (before maturity)
and using either the cost model or revaluation model (after maturity).  The amendments also
require that the produce growing on bearer plants will remain in the scope of PAS 41, measured at
fair value less costs to sell.  For government grants related to bearer plants, PAS 20, Accounting
for Government Grants and Disclosure of Government Assistance will apply.

Annual Improvements to PFRSs (2012-2014 Cycle)
These annual improvements include:

PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations - Changes in Methods of
Disposal
The amendment is applied prospectively and clarifies that changing from a disposal through sale
to a disposal through distribution to owners and vice-versa should not be considered to be a new
plan of disposal, rather it is a continuation of the original plan.  There is, therefore, no interruption
of the application of the requirements in PFRS 5.  The amendment also clarifies that changing the
disposal method does not change the date of classification.

PFRS 7, Financial Instruments: Disclosures - Servicing Contracts
PFRS 7 requires an entity to provide disclosures for any continuing involvement in a transferred
asset that is derecognized in its entirety.  The amendment clarifies that a servicing contract that
includes a fee can constitute continuing involvement in a financial asset.  An entity must assess the
nature of the fee and arrangement against the guidance in PFRS 7 in order to assess whether the
disclosures are required.  The amendment is to be applied such that the assessment of which
servicing contracts constitute continuing involvement will need to be done retrospectively.
However, comparative disclosures are not required to be provided for any period beginning before
the annual period in which the entity first applies the amendments.

PFRS 7 - Applicability of the Amendments to PFRS 7 to Condensed Interim Financial Statements
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and financial liabilities are not required in the condensed interim financial report
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unless they provide a significant update to the information reported in the most recent annual
report.

PAS 19, Employee Benefits - Regional Market Issue regarding Discount Rate
This amendment is applied prospectively and clarifies that market depth of high quality corporate
bonds is assessed based on the currency in which the obligation is denominated, rather than the
country where the obligation is located.  When there is no deep market for high quality corporate
bonds in that currency, government bond rates must be used.

PAS 34, Interim Financial Reporting - Disclosure of Information ‘Elsewhere in the Interim
Financial Report’
The amendment is applied retrospectively and clarifies that the required interim disclosures must
either be in the interim financial statements or incorporated by cross-reference between the interim
financial statements and wherever they are included within the greater interim financial report
(e.g., in the management commentary or risk report).

Effective January 1, 2018

PFRS 9, Financial Instruments
In July 2014, the IASB issued the final version of PFRS 9, Financial Instruments, which reflects
all phases of the financial instruments project and replaces PAS 39, Financial Instruments:
Recognition and Measurement and all previous versions of PFRS 9.  The standard introduces new
requirements for classification and measurement, impairment, and hedge accounting.  PFRS 9 is
effective for annual periods beginning on or after January 1, 2018, with early application
permitted.  Retrospective application is required, but comparative information is not compulsory.
For hedge accounting, the requirements are generally applied prospectively, with some limited
exceptions.  Early application of previous versions of PFRS 9 (2009, 2010 and 2013) is permitted
if the date of initial application is before February 1, 2015.

The adoption of the final version of PFRS 9 will have an effect on the impairment methodology
for financial assets.  The Group is currently assessing the impact of adopting this standard.

International Financial Reporting Standards (IFRS) 15, Revenue from Contracts with Customers
IFRS 15 was issued by IASB in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers.  Under IFRS 15, revenue is recognized at an
amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.  The principles in IFRS 15 provide a more structured
approach to measuring and recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under IFRS.  Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018 with early adoption permitted.
The Group is currently assessing the impact of IFRS 15 and plans to adopt the new standard on the
required effective date once adopted locally.

Effective January 1, 2019

IFRS 16, Leases
On January 13, 2016, the IASB issued its new standard, IFRS 16, Leases, which replaces
International Accounting Standards (IAS) 17, the current leases standard, and the related
Interpretations.
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Under the new standard, lessees will no longer classify their leases as either operating or finance
leases in accordance with IAS 17.  Rather, lessees will apply the single-asset model.  Under this
model, lessees will recognize the assets and related liabilities for most lease on their statement of
financial position, and subsequently, will depreciate the lease assets and recognize interest on the
lease liabilities in their profit or loss.  Leases with a term of 12 months or less or for which the
underlying asset is of low value are exempted from these requirements.

The accounting by lessors is substantially unchanged as the new standard carries forward the
principles of lessor accounting under IAS 17.  Lessors, however, will be required to disclose more
information in their financial statements, particularly on the risk exposure to residual value.

The new standard is effective for annual period beginning on or after January 1, 2019.  Entities
may early adopt IFRS 16 but only if they have also adopted, IFRS 15, Revenue from Contracts
with Customers.  When adopting IFRS 16, an entity is permitted to use whether a full retrospective
of a modified retrospective approach, with options to use certain transition reliefs.  The Group is
currently assessing the impact of IFRS 16 and plans to adopt the new standard on the required
effected date once adopted locally.

37. Supplementary Information Under Revenue Regulations 15-2010

In compliance with the requirements set forth by RR 15-2010 hereunder are the details of
percentage and other taxes paid or accrued by the Parent Company in 2015.

Gross receipts tax P=192,905
Documentary stamp tax 178,474
Local taxes 19,447
Fringe benefit tax 3,924
Others 271

P=395,021

Withholding Taxes
Details of total remittances in 2015 and outstanding balance of withholding taxes as of
December 31, 2015 follow:

Total
Remittances

Balance as of
December 31

Final withholding taxes P=181,218 P=12,883
Withholding taxes on compensation and benefits 183,753 11,674
Expanded withholding taxes 52,200 4,626

P=417,171 P=29,183

Tax Assessments and Cases
As of December 31, 2015, the Group has outstanding cases filed in courts for various claims for
tax refund amounting to P=283.81 million reported under ‘Other assets’ in the statement of
financial position.

In addition, the Parent Company has received from BIR the Final Decision on Disputed
Assessment relating its CY2010 tax assessment with total taxes due of P=34.29 million.  The
amount was recorded as part of its expense in CY2015 and the taxes due was paid on
February 26, 2016.
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Philippine Bank of Communications
PBCom Tower, 6795 Ayala Avenue
corner V. A. Rufino Street, Makati City

We have audited the accompanying consolidated financial statements of Philippine Bank of
Communications and subsidiaries (the Group) and the parent company financial statements of
Philippine Bank of Communications (the Parent Company) as at December 31, 2015 and 2014, and for
each of the three years in the period ended December 31, 2015, included in this Form 17-A, and have
issued our report thereon dated March 30, 2016.  Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a whole.  The schedules listed in the Index to the
Financial Statements and Supplementary Schedules are the responsibility of the Parent Company’s
management.  These schedules are presented for the purpose of complying with Securities Regulation
Code Rule 68, as Amended (2011), and are not part of the basic financial statements.  These schedules
have been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, fairly state, in all material respects, the information required to be set forth therein
in relation to the basic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

Josephine Adrienne A. Abarca
Partner
CPA Certificate No. 92126
SEC Accreditation No. 0466-AR-3 (Group A),
 February 9, 2016, valid until February 8, 2019
Tax Identification No. 163-257-145
BIR Accreditation No. 08-001998-61-2015,
 February 27, 2015, valid until February 26, 2018
PTR No. 5321601, January 4, 2016, Makati City

March 30, 2016

SyCip Gorres Velayo & Co.
6760 Ayala Avenue
1226 Makati City
Philippines

Tel: (632) 891 0307
Fax: (632) 819 0872
ey.com/ph

BOA/PRC Reg. No. 0001,
   December 14, 2015, valid until December 31, 2018
SEC Accreditation No. 0012-FR-4 (Group A),
   November 10, 2015, valid until November 9, 2018

A member firm of Ernst & Young Global Limited
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Unappropriated Retained Earnings, beginning (7,711,235)         

Adjustments:

Add: Net income actually earned/realized during the period

132,085             

Less: Non-actual/unrealized income net of tax

Fair value adjustment of Investment Property 650,825             

Add: Non actual losses

10,200               

Net Income Actual/Realized (508,540)            

Total Retained Earnings, End

Available for Dividend (8,219,775)         

Unrealized foreign exchange gain - net (except those attributable to 

Cash and Cash Equivalent) Unrealized actual gain

PHILIPPINE BANK OF COMMUNICATIONS

RECONCILIATION OF RETAINED EARNINGS 

AVAILABLE FOR DIVIDEND DECLARATION

AS OF DECEMBER 31, 2015

Net income during the period closed to retained earnings

user
Typewritten Text



Number of 

shares or 

principal amount 

of bonds and 

notes

Amount shown in 

the balance sheet

 Valued based on 

market quotation 

at end of reporting 

period 

Income 

accrued

(i) (ii) (iii)

Financial assets at Fair Value through Profit or Loss

International Container Terminal Services Corp. 160,004              161,364              161,364                3,392            

First Gen Corp. 223,535              233,894              233,894                3,310            

395,258              395,258                6,701            

Investment Securities at Amortized Cost

Republic of the Phlippines 9,367,980 12,274,554 11,052,229 145,099

First Pacific Co. 934,000 950,435 955,412 11,026

International Container Terminal Services Corp. 618,839 639,305 660,728 10,503

JG Summit 360,527 354,095 363,281 6,923

8990 Holdings 250,000 250,001 256,088 3,233

11,531,345 14,468,390 13,287,739 176,784

Unquoted debt securities calssified as loans

Eagle Cement 552,500 552,500 606,218 2,787

Nat Grid Corp 1,350,000 1,350,000 1,476,137 33,608

Atlantic 481,209 481,209 565,528 8,541

MRT III 2,564,130 1,559,965 2,318,632 0

4,947,839 3,943,673 4,966,515 44,936

Financial Assets at Fair Value Through Other Comprehensive Income

Philippine Central Depository, Inc. 21,126 2,113 2,113                    -                

Bancnet, Inc. 50,000 5,845 5,845                    -                

Philippine Clearing House Corp. 21,000 2,100 2,100                    -                

Philippine Dealing System Holding Corporation 12,500 1,250 1,250                    -                

Club Filipino 1 160 160                       -                

Tagaytay Golf and Country Club 1 135 135                       -                

Valley Golf Club 2 420 420                       -                

WackWack Golf and Country Club 2 31,900 31,900                  -                

Metropolitant Club 1 200 200                       -                

Tower Club 2 330 330                       -                

44,452 44,452 -                

(i)

(ii)

(iii) This column may be omitted if all amounts that would be shown are the same as those in the immediately 

preceding column.

SCHEDULE A. Financial Assets

Philippine Bank of Communications and Subsidiaries

As of December 31, 2015

Name of Issuing entity and association of 

each issue

Each issue shall be stated separately, except that reasonable grouping, without enumeration may be made of 

(a)securities issued or guaranteed by the Philippine Government or its agencies and (b) securities issued by 

the others for which the amounts in the aggregate are not more than two percent of total assets.

State the basis of determining the amounts shown in the column.  This column shall be totalled to correspond to 

the respective balance sheet caption or captions.



(i)

(ii)

(iii)

As of December 31, 2015

Philippine Bank of Communications and Subsidiaries

SCHEDULE B. Amounts Receivable from Directors, Officers, Employees, Related Parties and Principal Stockholders (Other than Related 

parties)

Not Current

Show separately accounts receivables and notes receivable.  In case of notes receivable, indicate pertinent information such as the due date, interest rate, terms of repayment and collateral, 

if any.

If collection was other than in cash, explain.

NONE TO REPORT

Give reasons for write off.

Ending Balance as 

of December 31, 

2014

Name and Designation of Debtor

Ending Balance as 

of December 31, 

2013

Additions
Amounts 

Collected

Amounts 

written off
Current



Name and Designation of 

debtor

Balance at 

beginning of 

period Additions

Amounts 

collected

Amounts 

written off Current

Not 

Current

Balance at 

end of 

period

(i) (ii)

PBCom Insurance Agency, Inc. 940                   6,534            (3,541)              -               3,933      3,933         

Rural Bank of Nagcarlan, Inc. 2,343                5,560            (2,424)              -               5,480      5,480         

(i)

(ii)

Philippine Bank of Communications and Subsidiaries

SCHEDULE C. Amounts Receivable from Related Parties which are elimated during the consolidation of Financial 

Statements

As of December 31, 2015

If collection was other than in cash, explain.

Give reasons for write off.



Description Beginning balance

Additions at 

cost

Charged to cost 

and expenses

Charged to 

other 

accounts

Other changes 

additions 

(deductions) Ending Balance

(i) (ii) (ii) (iii)

Branch License 365,300                -                -                       -                 365,300            

Software Cost 458,092                128,706        (55,011)                (72,271)          459,516            

(i)

(ii)

(iii)

* Provision for impairment 

Philippine Bank of Communications and Subsidairies

SCHEDULE D.   Intangible Assets - Others Assets

As of December 31, 2015

The information required shall be grouped into (a) intangibles shown under the caption in intangible assets and (b) deferrals shown under the caption 

Other Assets in the related balance sheet.  Show by major classifications.

For each change representing anything other than an acquisition, clearly state the nature of the change and other accounts affected.  Describe cost 

of additions representing other than cash expenditures.

If provision for amortization of intangible assets is credited  in the books directly to the intangible asset account, the amounts shall be stated with 

explanations, including the accounts charged.  Clearly state the nature of deductions if these represent anything other than regular amortization.



Amount authorized by 

indenture

Amount shown under 

caption "Current 

portion of long term 

debt" in related 

balance sheet

Amount shown under 

caption "Long Term 

Debt" in related 

balance sheet

Interest Rate Maturity Date

(ii) (iii)

(i) Include in this column each type of obligation authorized.

(ii) This column is to be totaled to correspond to the related balance sheet caption.

(iii)

(iii) Include in this column details as to interest rates, amounts or number of periodic installments, and maturity dates.

Philippine Bank of Communications and Subsiadiaries

SCHEDULE E.   Long Term Debt

As of December 31, 2015

Title of Issue and type of obligation

(i)

Include in this column details as to interest rates, amounts or number of periodic installments, and maturity dates.

NONE TO REPORT



Name of related party Balance at beginning of period Balance at end of period

(i) (ii)

(i) 

(ii) 

Philippine Bank of Communications and Subsidiaries

SCHEDULE F. Indebtedness to Related Parties (Long-Term Loans from Related companies)

As of December 31, 2015

NONE TO REPORT

The related parties named shall be grouped as in Schedule D.  The information called for shall be stated separately for any 

persons whose investments were shown separately in such related schedule.

For each affiliate named in the first column, explain in a note hereto the nature and purpose of any material increase during the 

period that is in excess of 10 percent of the related balance at either the beginning or end of the period.



Name of issuing entity of 

securities guaranteed by the 

company for which this 

statement is filed

Title of issue of each class of 

securities guaranteed

Total amount 

guaranteed and 

outstanding

Amount owned by 

person for which 

statement is filed Nature of guarantee

(i) (ii)

(i)

(ii)

Philippine Bank of Communications and Subsidiaries

SCHEDULE G. Guarantees of Securities of Other Issuers
As of December 31, 2015

NONE TO REPORT

Indicate in a note any sinificant changes since the date of the last balance sheet filed.  If this schedule is filed in support of consolidated financial statements, 

there shall be set forth guarantees by any person included in the consolidation except such guarantees of securities which are included in the consolidated 

balance sheet.

There must be a brief statement of the nature of the guarantee, such as "Guarantee of principal and interest", Guarantee of interest", or Guarantee of 

dividends".  If the guarantee is of interest, dividends, or both, state the annual aggregate amount of interest or dividends so guaranteed.



Title of issue

Number of 

shares 

authorized

Number of shares 

issued and 

outstanding at shown 

under related balance 

sheet caption

Number of shares 

reserved for options, 

warrants, conversion 

and other rights

Number of 

shares held by 

related parties

Directors, officers 

and employees Others

(i) (ii) (iii)

COMMON 760,000,000 480,645,163 299,332,741

(i)

(ii)

(iii)

Philippine Bank of Communications and Subsidiaries

SCHEDULE H. Capital Stock

As of December 31, 2015

Include in this column each type of issue authorized.

Related parties referred to include persons for which separate financial statements are filed and those included in consolidated financial statements, other than the issuer 

of the particular security.

Indicate in a note any significant changes since the date of the last balance sheet filed.
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PHILIPPINE BANK OF COMMUNICATIONS 

LIST OF PHILIPPINE FINANCIAL REPORTING STANDARDS (PFRS) 

EFFECTIVE AS OF DECEMBER 31, 2015 

 

 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND 

INTERPRETATIONS 

Effective as of December 31, 2015 

Adopted Not 

Adopted 

Not 

Applicable 

Framework for the Preparation and Presentation of Financial 

Statements  

Conceptual Framework Phase A: Objectives and qualitative 

characteristics  

   

√   

PFRSs Practice Statement Management Commentary √   

Philippine Financial Reporting Standards 

PFRS 1 

(Revised)  

First-time Adoption of Philippine Financial Reporting 

Standards 

√   

Amendments to PFRS 1 and PAS 27: Cost of an 

Investment in a Subsidiary, Jointly Controlled Entity 

or Associate 

√   

Amendments to PFRS 1: Additional Exemptions for 

First-time Adopters 

  √ 

Amendment to PFRS 1: Limited Exemption from 

Comparative PFRS 7 Disclosures for First-time 

Adopters   

  √ 

Amendments to PFRS 1: Severe Hyperinflation and 

Removal of Fixed Date for First-time Adopters   

  √ 

Amendments to PFRS 1: Government Loans √   

PFRS 2  Share-based Payment    √ 

Amendments to PFRS 2: Vesting Conditions and 

Cancellations 

  √ 

Amendments to PFRS 2: Group Cash-settled Share-

based Payment Transactions 

  √ 

PFRS 3 

(Revised)  

Business Combinations    √ 

PFRS 4  Insurance Contracts    √ 

Amendments to PAS 39 and PFRS 4: Financial 

Guarantee Contracts 

  √ 

PFRS 5  Non-current Assets Held for Sale and Discontinued 

Operations 

  √ 

PFRS 6  Exploration for and Evaluation of Mineral Resources    √ 

PFRS 7 Financial Instruments: Disclosures  √   

 Amendments to PAS 39 and PFRS 7: Reclassification 

of Financial Assets 

√   

 Amendments to PAS 39 and PFRS 7: Reclassification 

of Financial Assets - Effective Date and Transition 

√   



 

 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND 

INTERPRETATIONS 

Effective as of December 31, 2015 

Adopted Not 

Adopted 

Not 

Applicable 

 Amendments to PFRS 7: Improving Disclosures 

about Financial Instruments 

√   

 Amendments to PFRS 7: Disclosures - Transfers of 

Financial Assets 

√   

 Amendments to PFRS 7: Disclosures - Offsetting 

Financial Assets and Financial Liabilities* 

√   

 Amendments to PFRS 7: Mandatory Effective Date 

of PFRS 9 and Transition Disclosures 

  √ 

PFRS 8  Operating Segments  √   

PFRS 9**  Financial Instruments  √   

Amendments to PFRS 9: Mandatory Effective Date 

of PFRS 9 and Transition Disclosures 

√   

PFRS 10*  Consolidated Financial Statements  √   

PFRS 11* Joint Arrangements    √ 

PFRS 12* Disclosure of Interests in Other Entities  √   

PFRS 13* Fair Value Measurement  √   

Philippine Accounting Standards    

PAS 1 

(Revised)  

Presentation of Financial Statements  √   

Amendment to PAS 1: Capital Disclosures  √   

Amendments to PAS 32 and PAS 1: Puttable 

Financial Instruments and Obligations Arising on 

Liquidation 

  √ 

Amendments to PAS 1: Presentation of Items of 

Other Comprehensive Income* 

√   

PAS 2  Inventories    √ 

PAS 7  Statement of Cash Flows  √   

PAS 8  Accounting Policies, Changes in Accounting 

Estimates and Errors 

√   

PAS 10  Events after the Reporting Period √   

PAS 11  Construction Contracts    √ 

PAS 12  Income Taxes  √   

Amendment to PAS 12 - Deferred Tax: Recovery of 

Underlying Assets 

  √ 

PAS 16  Property, Plant and Equipment  √   

PAS 17  Leases  √   

PAS 18  Revenue  √   

PAS 19 Employee Benefits  √   

 Amendments to PAS 19: Actuarial Gains and Losses, 

Group Plans and Disclosures 

√   

PAS 19 

(Amended)* 

Employee Benefits  √   

Amendments to PAS 19: Defined Benefit Plans: 

Employee Contributions 

 Not Early Adopted 



 

 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND 

INTERPRETATIONS 

Effective as of December 31, 2015 

Adopted Not 

Adopted 

Not 

Applicable 

PAS 20  Accounting for Government Grants and Disclosure of 

Government Assistance 

√   

PAS 21  The Effects of Changes in Foreign Exchange Rates  √   

Amendment: Net Investment in a Foreign Operation  √   

PAS 23 

(Revised)  

Borrowing Costs    √ 

PAS 24 

(Revised)  

Related Party Disclosures  √   

PAS 26  Accounting and Reporting by Retirement Benefit 

Plans 

  √ 

PAS 27 Consolidated and Separate Financial Statements √   

PAS 27 

(Amended)*  

Separate Financial Statements  √   

PAS 28 Investments in Associates   √ 

PAS 28 

(Amended)*  

Investments in Associates and Joint Ventures    √ 

PAS 29  Financial Reporting in Hyperinflationary Economies    √ 

PAS 31 Interests in Joint Ventures   √ 

PAS 32  Financial Instruments: Disclosure and Presentation √   

Amendments to PAS 32 and PAS 1: Puttable 

Financial Instruments and Obligations Arising on 

Liquidation 

  √ 

Amendment to PAS 32: Classification of Rights 

Issues  

  √ 

Amendments to PAS 32: Offsetting Financial Assets 

and Financial Liabilities 

√   

PAS 33  Earnings per Share  √   

PAS 34  Interim Financial Reporting    √ 

PAS 36  Impairment of Assets  √   

PAS 37  Provisions, Contingent Liabilities and Contingent 

Assets 

√   

PAS 38  Intangible Assets  √   

PAS 39  Financial Instruments: Recognition and Measurement  √   

 Amendments to PAS 39: Transition and Initial 

Recognition of Financial Assets and Financial 

Liabilities 

√   

 Amendments to PAS 39: Cash Flow Hedge 

Accounting of Forecast Intragroup Transactions 

  √ 



 

 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND 

INTERPRETATIONS 

Effective as of December 31, 2015 

Adopted Not 

Adopted 

Not 

Applicable 

 Amendments to PAS 39: The Fair Value Option    √ 

 Amendments to PAS 39 and PFRS 4: Financial 

Guarantee Contracts 

  √ 

 Amendments to PAS 39 and PFRS 7: Reclassification 

of Financial Assets 

√   

 Amendments to PAS 39 and PFRS 7: Reclassification 

of Financial Assets – Effective Date and Transition 

√   

 Amendments to Philippine Interpretation IFRIC–9 

and PAS 39: Embedded Derivatives 

√   

 Amendment to PAS 39: Eligible Hedged Items    √ 

PAS 40  Investment Property  √   

PAS 41  Agriculture    √ 

Philippine Interpretations    

IFRIC 1  Changes in Existing Decommissioning, Restoration 

and Similar Liabilities 

  √ 

IFRIC 2  Members' Share in Co-operative Entities and Similar 

Instruments 

  √ 

IFRIC 4  Determining Whether an Arrangement Contains a 

Lease 

  √ 

IFRIC 5  Rights to Interests arising from Decommissioning, 

Restoration and Environmental Rehabilitation Funds 

  √ 

IFRIC 6  Liabilities arising from Participating in a Specific 

Market - Waste Electrical and Electronic Equipment 

  √ 

IFRIC 7  Applying the Restatement Approach under PAS 29 

Financial Reporting in Hyperinflationary Economies  

  √ 

IFRIC 8  Scope of PFRS 2    √ 

IFRIC 9 Reassessment of Embedded Derivatives √   

 Amendments to Philippine Interpretation IFRIC–9 

and PAS 39: Embedded Derivatives 

√   

IFRIC 10  Interim Financial Reporting and Impairment    √ 

IFRIC 11  PFRS 2- Group and Treasury Share Transactions    √ 

IFRIC 12  Service Concession Arrangements    √ 

IFRIC 13  Customer Loyalty Programmes    √ 

IFRIC 14  The Limit on a Defined Benefit Asset, Minimum 

Funding Requirements and their Interaction 

  √ 

 Amendments to Philippine Interpretations IFRIC- 14,  

Prepayments of a Minimum Funding Requirement 

  √ 

IFRIC 16 Hedges of a Net Investment in a Foreign Operation    √ 

IFRIC 17  Distributions of Non-cash Assets to Owners    √ 

IFRIC 18  Transfers of Assets from Customers    √ 

IFRIC 19  Extinguishing Financial Liabilities with Equity 

Instruments 

  √ 

IFRIC 20  Stripping Costs in the Production Phase of a Surface 

Mine 

  √ 

SIC-7  Introduction of the Euro    √ 



 

 

PHILIPPINE FINANCIAL REPORTING STANDARDS AND 

INTERPRETATIONS 

Effective as of December 31, 2015 

Adopted Not 

Adopted 

Not 

Applicable 

SIC-10  Government Assistance - No Specific Relation to 

Operating Activities 

  √ 

SIC 12 Consolidation - Special Purpose Entities   √ 

 Amendment to SIC 12: Scope of SIC 12   √ 

SIC 13 Jointly Controlled Entities - Non-Monetary 

Contributions by Venturers 

  √ 

SIC-15  Operating Leases - Incentives    √ 

SIC-25  Income Taxes - Changes in the Tax Status of an 

Entity or its Shareholders 

  √ 

SIC-27  Evaluating the Substance of Transactions Involving 

the Legal Form of a Lease 

  √ 

SIC-29  Service Concession Arrangements: Disclosures.    √ 

SIC-31  Revenue - Barter Transactions Involving Advertising 

Services 

  √ 

SIC-32  Intangible Assets - Web Site Costs    √ 

*These standards are effective beginning January 1, 2013 and were not early adopted by the Bank 

**This standard has been early adopted by the  



2015 (Conso) 2014 (Conso)

LIQUIDITY RATIOS

Liquid assets 52.14% 51.04%

Liquid Assets 30,399,016 30,171,508

Total Deposits 58,302,353 59,118,103

Liquid Assets to Total Assets

39.96% 41.94%

Liquid Assets 30,399,016 30,171,508

Total Assets 76,076,313 71,935,784

62.61% 56.69%

Loans and receivables (net) 36,502,141 33,514,958

Total Deposits 58,302,353 59,118,103

SOLVENCY RATIOS

Debt Ratio 88.27% 89.97%

Total Liabilities 67,152,292 64,717,305

Total Asset 76,076,313 71,935,784

Debt to Equity Ratio 752.49% 896.55%

Total Liabilities 67,152,292 64,717,305

Total Equity 8,924,020 7,218,479

Asset to Equity Ratio 852.49% 996.55%

Total Asset 76,076,313 71,935,784

Total Equity 8,924,020 7,218,479

Interest Rate Coverage Ratio 170.87% 134.68%

Earnings before interest & taxes 1,663,614 1,592,511

Interest Expense 973,599 1,182,409

PROFITABILITY RATIOS

Return on Assets 0.31% 0.16%

Net Income 203,682 110,547

Average Assets 65,934,799 67,267,220

Return on Equity 2.52% 1.96%

Net Income 203,682 110,547

Average Equity 8,071,250 5,646,047

Net Interest Margin 3.56% 3.24%

Net Interest Income 2,325,967 1,941,942

Average Earning Assets 65,293,811 60,028,079

Cost to Income Ratio 83.71% 86.69%

PHILIPPINE BANK OF COMMUNICATIONS AND SUBSIDIARIES

FINANCIAL SOUNDNESS INDICATORS

Loans to Deposit



2015 (Conso) 2014 (Conso)

Total Operating Expenses 3,544,848 2,674,122

Total Operating Income 4,234,864 3,084,670

Net Profit Margin 4.81% 3.58%

Net Income 203,682 110,547

Gross Income 4,234,864 3,084,670

Basic Earnings per Share 0.68                      0.36                      

Net Income 203,682 110,547

No of Common/ Preferred Shares 299,565 299,565




