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5ECURITIES AND EXCHANGE COMMiSSION

sEc FoRM 17_q

qUARTERLY REPORT PUBSUANTTO SECTION 17 OF THI SECURITIES
REGULATION CODE AND S8C RUIE 17(2)(b) THEREUNDER

1. Forthe quarterlyperiod ended- lune 30,2018

2. Commission Identification number. PW-686 3. gtRTax ldentification No..

. 000-263-340
4. Exact name ofissuer as specifi€d in its charter

. Ph'liopine Eank of Communications
5. Province, cou ntry or other ju risd iction of incorporation o r organization . philiopines

6. lndustry classification code: f--------l Ontrt

7- Address of issuefs principal office

. PBCOM Tower 6795 Avala Ave.. Cor. V.A. Rufino St.. MakatiCitv 1226
8. lssuer's telephone number, includinS area code

. 1632)830 Tooo
9. Former name, former address and former fiscal year, if changed since last reoort

lo.Securities registered pursuant to Sections 8 and 12 ofthe Code, or Sections 4 and 8 ofthe RSA

Title of each Class Number of shares of common
stock outstanding and anount
of debt outstanding

. PBCOM Common Shares 480,645,163 shares

11. Are any or all ofthe se.urities listed on a Stock Exchange?

Yes Ixl No Il
lfyes, state the name ofsuch Stock Exchange and the class/es ofsecurities tisted therein:

. Philiooine Stock Exchanee . Common Stock



12. lndicate by che€k mark whether the registrant:

(a) hasfiled allreports required ro befiled bySection 17 ofthe Code and SRC Rute 17
thereunder or Sections ll ofthe RSA and RSA Rute 11(a) l thereunder, and Sections 26 and
141of the Corporation Code of the Philippines, during the preceding twetve (12) months (or
for such shorter period the registrant was required to fite such reports)

Yes [/ I No []
(b)has been subject to such filing requirements forthe past ninety (90) days.

Yes {/ I No []

PART I fINANCIAL INFORMATION

Item 1. Financial Statements.

Please see attached

Item 2. Manatement's Olscussion and Analysts of tinanciat Condltion and Resutts ot Operation!.

Please see attached

PART II-OTHER INFORMATION

The issuer may, at its option, report under this item any information not previousty reported in a repoft
on SEC Form 17-C. tf disclosu re of such informauon is made u nder this pa rt u, it need not be repeated in a
report on Form 17'C which would otherwhe be required to be fited with respect to such informarion or in
a s!bsequent report on Form 17,Q.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duty caused this reporr to
be si8ned on its behalf by the undersigned thereunto duly authortzed.

PHILIPPINE BANK OE COMMUNICATIONS

By:

fr^
PATRICIA

/h.""1$"
& cEo

[v-,
t\

ARtE{lE M. DATU
svP d comptrolter
(Comptroller & Principa I Accou nting Olfcer)

August 14, 2018



PHILIPPINE BAIIK OF COMII/IUNICATIONS
STATEMENTS OF CONOITION
(ln Thousands)

ASSETS
Cash and Other Cash ltems
Due frcm Bangko Senral ng Piipinas
Ou6 from Olher Banls
Interbank Loans Receivabte and Securilt€s

Purchased Und€r Resale Aorcements
Financialassets at Fair Value lhrough P.oft or Loss
lnvestment Securitie€ at Fair Value ihrcugh

Other Com prehensive l.com€
lnveslm€nt Secu lies al Arnortized Cosl
Loans and Recelvabl€s
lnv€shenl in Subsidiades and Associate
Prcpedy and Equipmenl
lnv€stmern Prcp€rlies

Conclominium units for lease
Forcclosed prcpedi€s
Ofiice units for lease

Goodw I

LEAILlTIESA{D EQUITY
Llabllltle3
Deposit Liabililles

Savings

Bills Payable
Oulslanding A.ceptanc€s

Accrued lntercsl, Taxes and Other Exp€nses
Deferred Tax Liabilities - Net
Other Liabilili€s

Equity

Addiiional paid-in capital

Delicil
Unrealized gain on investm€nt secu lies caried at tair

value through other comprehensive income
Rovaluation ,ncremeni on land and condo prcpenEs
Cumulativ€ translation adjustmeni
Remeas!€ment losses on delined benefil tbbitity

oEc 2017

973,542
15,003,245

629,203

1,090,582
293,491

3,426,896
13,631,772
57,032,001

13.172
1,062,183

1,858,029
790,189

3.824
182,227
724,693
123,550

974,207
15,340,711

1,166,063

534,925
2.740,471

90,639
15,408,350
53,212,381

13,068
1,1m,869

1,843,696
7q,254

3,999
182,227
744,179
123,ffi
697,943

943,190
14,942,127

429,O82

1,090,582
293,491

3,426.896
13,631,772
55,099,647

1,059,945
959,041

1,858,029
598,&r1

3,424

,160.751

67,638

941,823
15.279,0U

965,820

534,925
2,740.471

90,639
15,408,350

5'1.419,414
1,008,882
'1,0O7.427

1,843,696

547,825
3,999

480.433
67,fi4

683,599

21,1 ,524
7,463,619

'19,480,422

7,790,785

71,219,495

11,518 569
54,376

371,2
59€,926
108,935

70,735,817

12,567,39S

64,085
427,405
435,124
108,935
831,198

72.516,118

11,343,488
54,376

311,A73
555.514

760,435

60,0,15,0'trl

12,567,399
64,085

427,405
406,716

&8.427
87,676,440

12,016,129
2,252,826

105,424

(19,004)

/.176,720)
(61,868)

33

85,169,963

12,016,129
2,252,A26

105824

64,'104

1122,263)
(61 868)

85,671,834

12,016129
2,262.246

105,424

(19,004

/,176,720

83,319,0216

12,016,129
2.262,246

105,424
(4,459,193

u,104

JUN 2018 JUN 2018

94.965.548 93.124.025

21,039,814
8 030,627

19 400,193
4,329,526

(4, 136 028.

s 981 192 9,795.585 9.990 s7s 9,804.979
97.657 632 94,S65.548 95.662413 93124.025



PHILIPPINE BAI{K OF COMMUNICATIONS
STATEMENTS OF INCOME A{O EXPENSES
(ln Thousands except earninos pershare)

Equity holders of the Parenl Company
llon-conirolling iot€rGl

Ba.ic Earnings Per Share

323,165 317.566

L (120\
323,172 311,446

1.34 2.12

JUN 2018
JUN 2017

JUN 2018
JUN 20,I7

INTEREST INCOME
hvestment strurilies
Loans and receivables
k erbank loans recel€ble and secuities

purchased under resale agreemerts
Deposits with other banl.s and others

324,467
1,U4,288

26,415
5,110

347,311
1,523,616

22,012
8.412

324.aA7
1,701,066

26,415
4,755

387,311

1,374,726

22,012
6.643

INTEREST A'lO FINA ICE CHARGES

Bills Oav€ble, borrowinos and olhers

2,200,6E0

523,372
156,300

1,9111,351

389,009
107806

2,057,103

497.633
155,575

1,794,692

358,63
107.806

NET INTERESI INCOME
Trading and securities gain (loss), net

Sewice charces, fe€s and commissions
Foreign exchange gain - nel
Prcft from assels sold/ oxchange
hcome fmm lrust operations
Sharein net income of s uteidiaries and an associal€

679,672

1,521,008

31,041
3'14,5a2

175,417
15,014
63,365
7,444

106
59 q3A

1196,8',t5

1.444,56
(10,316)
279,135
17'1,fi1
31,559
3,226
7,839

113
79.390

653,208

1,403,895
31,041

314,669
164.737

15,0.14

9,304
7,4W

51,063
47,O31

166,44

1,324,252
(10,316
279,26
1*.77A
31,559

1,470
7,839

23,624
54,231

TOTALOPERATING INCOME
Componsation and fring€ benefils

Oeprecialion ed amortizalion
Occupancy and oiher equipment - retared cosls
Povision for impanmen ossos

2,188,359
542,617
292 BA9
197,565
126,361
116,926
432.779

2,006 989
577,190
223,863
203,@4
1'17AN
47,473

420,024

2,044,242
523,349
276.419
184,4U
114,523
103,854
401,152

'1,878,707

525.729
209,026
193.264
1r0,852
36,477

347,394
TOTAL OPERATING EXPENSES 1,749,137 1,589 754 1,611,779 1,462 746
NET INCOME BEFORE TAX
PROVISION FOR INCOME TlX

139,222
110.050

411 235
9! 789

432,163
109 298

415,961

98,395

NET INCOME 323,112 317,446 323,165 317.566



PHILIPPINE BAIIK OF COMMUNICATIONS
STATEMENTS OF INCOME Al\ID EXPENSES
(lnThousands. elcepl earnings per share)

INTEREST ANO FINAICE CHARGES

Ellls payable, borownos and othe6

INTEREST INCOME
hvestmontsecu lies
Loans and rcceivabl€s
lnterbrnk loans receivable aid secudries

purchased under rcsale agreemenls
D€Dosils wilh other banks and otheB

NET INTEREST INCOME
Trading and secuil,es gain- rlet

Sewice charces, fees arn commisstons
Fore€n exchange gain (loss) - ner
Prcfiv(Loss) fom Asseis Sold/Exchanged
hcome from Trust Operauons
Share in net incom e of slbsidianos and an associate

TOTAL OPERATING INCOIlIE
Compensation and f nge tlonefits

Oepreciaiion and amofl zatbn
Occupancy and other equipm ent - rctated cost€
Prcvbion for impaimenl losses

IOT'I OPERATING EXPENSES
NET INCOTIE BEFORE TAx
PROVIS]ON FOR NCOME TAX

NET INCONlE

Equ'ty holdeG of ihe Parent Company
Non-coffollirE irne.esl

146,291 183,826

L (5)
146,292 183,821

UNAUDITEO FOR THE
QUARIER

JUN 2018 JUN 2017

165,667

971,212

.14,656

2.324

153,244
770,066

6,A5
3,341

I153.859 938,156

274,624
49.55.1

'195.432

364,178 24a,947

7E9,6E1

9,141
162,235

87,793
9,804
2,966
3,78

24,167

4E9,209

3,221
138,518

91,723
11,074

3,911
56

65,401
1,089.598 1,003,117

298,331
152458
99,277
65,518
55,977

224,06

287,434
1'11,447
104,791
79,034
2199

21097a
899,6:r7 795 383
189,951

43659
207,2U
23,413

146,292 183 321

UNAJDITEO FOR THE
OUARIER

JUN 2018 JUN 2017

165.667

893.259

14,650
2.174

1582U
6S5,906

6,425
2,475

I 075,760 863 090

261,856
84,829

180,312
53,515

350,6A5 233,A27

725,075
9,141

162,322
82,618
9,804
2,023
3,748
9.279

25,888

629,263
3,22'1

138,694
86,034
'11,074

(609)
3,911

20,029
50.931

1,029.898 942,448
264.215
146,441

94,585
61,530
44,537

212,129

262,'151
104,197
99,758
75,637
(2,057)

194,436
427,437 731,122
202,461

56,170
208,366

24 544

146,291 183,826



PHILIPPINE AA{K OF COIUMUNICATIONS
STATEIUENTS OF COMPREHENSIVE INCOME

l.lnaudrled lor the oeriod Unaudiled for lhe o€riod

JUN 2018
JUN 2017

JUN 2018
JUN 2017

NET INCOME

OTHER COMPREHENSIVE INCOI'/tE (LOSS)
ttems that nay be .ectassified to profit ot bss in

Nel movoment in cumuLaiive kaBtation adluslment
Changes in nel unrealLzed sain (toss) on

in!€slm ont secuntes

ltens that nay not be .eclassfiod to ptotit ot bss in

Remeasurements of denned benelit liabtules
Nel movemed in re!€lualion incrcmenl

323,172

(54,457)

(83,108)

317,446

\52 045)

323,165

.54,457)

(83.108)

317 566

(s2,045)

OTHER COMPREHENSI\,'E INCOI\,4E (137 565', (52.045) (137 5651 (52 045)

TOTAL COMPREHENSIVE INCO]!1E 185,607 265,401 135,600 265.521



CASH FLOUIS FROii OPERAIING ACTIVITIES
lncome before income iax
,adiuslrnenls lo r*oncilo income before income lax lo

net cash genelal€d fom (used in)operalions:
Deprecialion and am ortization
Provision icr im Dalrmont losses
Prcfl frcm asset sold or exchange
Unrealzed(gain) loss on financiatassels at FwpL
Equity in n6l emings ofsubsidianes and an associate
Changes in operating assets and tiabitiiies

Oerease (increase) in lhe amounts oI:
Loans and Receivabte
Oitle.Assets
Fimncialassets at FVTPL

hcrease (decrcase) in lhe amolits of:
Oeposit liabilities
l,hnage/s check6
Accru€d interest, laxes and olher exponses
Olhe.liabiliu€s

PHILIPPINE BAIIK OF COMMUNICATIONS
STATEi,IENT OF CASH FLOI/I/S

CASH FLOI/ljs FROiI INVESTING ACTIMTIES
rlel decrBse (incrclse) in:

lnveslrnonl s&u.ilies al amortized ccl
lnveshsl seuriiios al F\r'oct
Properly and equiprnenl
hvestnent proporlies

Netcash generaled lrom (used IoO opela,;.s

CASH FLOVI/S FROM FINAAICING ACTIVITIES
Nel increase (decrease) in:

CASH AND Cr'6H EQUIV'IENTS AT BEGINNING OF IHE PERIOO

EFFECTS OF FXCY TRANSLATION ADJUSTMENTS

NET INCREASE {OECREASE) IN CASH A'.JD CASH EQUIVAL

Cash and Olt'er Cash lte.,rrs

Oueftom Bangko Sent al n9 Pilipinas

lnielbank Lo6ns Re€ivable and Securiues

(319,334)

974,2A7
15,340,711
1,166,063

CASH ANO CASH EQUIVILENTS AT ENDING OF TIIE PERIOD
Cash and Olher Cash [ems
Due lrom &ngko Sentrat n9 Pitpinas

htsbank Loans Receivab e and Ssur Ues

JUN 2OI7

439,222

197,565
116,926
(63,365)

(4,765)
(104)

(3,819,620)

2,451,t45

3,513,67a

161.802

417,235

m3,604
47.473

/.1,367,122)

(43.227)
(3,654.634)

797,557
266,O47

4o,324
122 934

432.463

184.482
103,854

(9,304

(3.620.233)

\217,7@)
2,451,745

3,501,134
(55,532)
148,798

415,961

1$,26a
36,477

(1.323. 2

.150.972
(3.65.4,634

u2.713
266,047
80,486

130,313

1,776,578
(3.419.365)

(1 183,911

25,t,7U

1.442,6'11
13,356.075
2,996,758

310131

(318,671)

941,823
15,279,084

965,820

534,925

{52,M5)

320,931

1,011,756
13,274,6A1
2,6i1.497

310,131

943,1S0
14,942,'127

429,0U

(1



PHILIPPINE BANK OF COMMUNICATIONS
STATEMENT OF CASH FLOII/S

CASH FLOI/I6 FROM OPERATING ACTNITIES
lncome before income ia(
Adjushents to reconcile incme before income lax to

rel cash gefeGled fr6 (!sed ii) operations:
Depreciation and amonizalion
P.ovision for impairme tosses
Pro,it llom assel sold o.exchange
Un€alized (galn) loss on linanciatassels ar FWPL
Equily in nol eamrngs ofsubsidiaies and an associate
Chanqes in opsr€ting assets and liabililies

Oecrcase (increase) in the amounrs of:
Loans and Receivabte
Oiher Asssls
Flnancial assels at FWPL

lncease (d€crease) in lhe amounls or:
Oeposit liabilitEs
Ma.ags/s checks
A.crued lnieresl, taxes and other expens*

Nel cash generared from operaiions

CASH FLOI/\6 FROII INVESTING ICTMTIES
Nel decrease ( ncrease) io:

lnwstme.r sec!rilbs at amoni2ed cosl
l.Estmenl securilies al FVOCI
Properry a.d equipme.l

CASH FLOIA6 FROM FINANCING ACTIVITIES
Nel increase (decrease) in:

EFFECTS OF FXCY TRANSLAIION ADJUSTMENTS

NET OECREASE IN CASH AAID C'lsH EQUIVALENTS

CISH AND CASH EQUIVALENTS AT
Cash and OlherCash ltems
Due from Bangko Sentalng Pitipinas

BEGINNING OF THE QUARTER

lnterbank Loans Receivable and Securities

CASH ANO CASH EOUIVAIENTS AI ENOING OF THE OUARTER

930,841
u,734,415

667,085

973.542
15,003,245

629,243

037

Puchased Under Resale

Cash and OtherCash tems
Due iionr Bangko Sentalng

lntelbank Loans Receivabte

JUN 2017

189,951

99,277
55.977

(55,935)
2.31?

\62)

(1,597,912)
(16,795)
88941

(697,417)
(91 481
21.0U

2A7,2U

104 791

2199
249

5,430
(56)

(192,139)
9,484

12,637,45€)

401,472
4,247

(15,842)

17,118

(90,446)

e1,90.2l

1,742,514

7,017

1,821,090

872,574
12,483,188
2.538.984

241437

953,536
14 522,@5

1,752,933

UNAIOITED FOR THF
QUARTER

JUN 2018
JUN 2017

202.461

94,585
44,537
(2.023)

2,312
(9,279)

(1,461,053)
(3.757)

88.941

(749.081)
(91.352)
40,486

t357 6621

208,366

99.758
(2.057)

669
5.430

(20.029)

(175.646)
6,950

12 637 458)

397,140
4,287
(5,803)

55.220
(2.200 885)

(56170)
(2.023.172)

23,&2
(2.257 055. I 999 870

197,539
(475,654)

173,384)
1,766

13,279

17,118

(87,823)
(22.895)

6,318
(336 45.4 \47 241

1552,145
15,290

3,872,035
25 936

r,567 435 3 497,972

144,282)

(1,070,356)

900,145
14,672r,363

491792

2!@ O37

7,817

r,Er8,G37

u0,34',1
12,413,696
2,236,8a5

241.437
13,475.337 15 732 359

943,1S0
14,942,127

429,OA2

1,090,582

920.559
14,!t53,€r5
1,448,@1

724 805
17 550 9!6

090
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PHII.IPPINE BANK Of COMMUNICATIONS
NOIES TO FINANCIAL STATEMENTS
FOR THE PERIOD ENDED JUNE 30, 2018

1

3.

2.

The Bankt lnterim Financial Statements have been prepared on a historicat cost basis, ercept for
FinancialAssets at Fair Value through proflt or Loss (FVIPL) and lnvestment securities at Fair Value
through Other Comprehensive tncome (FVTOCt).

on July 17, 2017, the BSP in its Resolution No. 1189 dat€d ruty 13, 2017 approved the request ofthe
Bank to continue usin8 fair value model for the 2017 audited financiat statements and to reve( to
cost model starting in 2018. For the first quarter report, the investment properties such as
Condominium units for lease, Foreclosed properties and Office units for lease are now presented at
cost model, thus restating comparative batance sheet for period ending December 31,2017 and
income statement for June 30, 2017. The full effect of the restatement to rhe capital is shown rn
Statements of Changesin Capital Funds.

The accompanying financial statements have been prepared in a€cordance with phitippine Financiat
Reporting Standards (PFRS). The same accountin8 poticies and methods of computation are folowed
in the lnterim Eina n cial Statem ents as compared with the most recent Annua I fina ncial Statements.

Subsidiaries and an Associate

On February 26,2014, the Bank's Soard ofDirectors (BOD)approved theacquisition ofthe RuratBank
of Nagcarlan, lnc. (RBNI) and Banco Dipolo8, tnc. (BDt). The a€quisitions were compteted in 2014 and
both rural banks were consolidated with the parent from the time the tatter gained controt.

On May 9, 2014, the SEC approved the incorporation of the parentt who y owned subsidiaries,
PBCOM lnsurance Services Agency, lnc. (PtSAt).

On Oecember 11, 2017, the SEC approved the merger of got, RSNt and Rural Bank of (abasatan, tn€.
(RBKI), with BDlas a surviving entity-

The Parentt subsidiaries and associates are engaged in the fotlowing businesses:

PBCom Rural Bank, tnc.
(formerly BDI)
PISAI

PBCom FinanceCorp

RuralBank

Financing Company

99.99%

100.00%

40.oo%

5.

The consolidated financial statements comprise the financial statements of the parent Company and
itssubsidiaries.

On February 8, 2013, BSP issued Certificate of Authority to register pBcom,s Amended Artictes of
lncorporation and Amended By,Laws with SEC. fhis was after th€ Bank obtained approvalfrom SEC

Entity



for quasireor8anization and increased in authorized capital stock on lvlarch 8, 2012. The Articles of
lncorporation were then amended as follows:

Reclassification ofBank's existing 120,OOO,OOO preferred shares to common sharesj
Reduction ofthe par value ofall its common shares from ploo per share to c25 per
share; and
lncrease in authorized capital stock to c19,000,000,000 divided inro 760,000,000
common shares with a parvalue ofe25 per share.

b.

The Eank requested for a voluntary trading suspension of its common (pBC) and pref€rred (pBCp)
shares on March 11, 2013. ln response, the PSE suspended trading of pBC and pBCp shares effective
March 12, 2013. The trading of the Bank's common shares under the stock symbot pBC resumed on
March 19, 2013 upon effecting the above-mention€d changes. Further, the rectassification ofthe said
PBCP shares to PBC shares took effect on March 19, 2013. Hence the stock symbot of pBCp was
removed from the Official Reghtry of the Exchange on the same day.

On February 3, 2014, the Eank mi8rated its core banking system and ATM systems from Sitvertake
lntegrated Bankin8 System ro Temenos T24 Core Banking System and HpS powercard ManaSem€nt
System. This is in line with the Bank's objective to imptement a Core Banking ptatform that wi enabte
technologies required to support the Eankt business transformation jnitiatives such as the fo owing:

a, Reduce cycle time to market new products and services.
b. Re-engineer operations with Straight-Through processing to improve turnaround time and

achieve efficiencies,
c. lmplement system support for new technotogies that wi enable our ctients to bank anytime,

anYwhere.

On March 26,2014, the gank exited the 10 year Financial Assistance Agreemenr (FAA) with the
Philippine Deposit lnsurance Corp. (PDtC) by settting the loan of p7.6 Bi ion which represenred the
amount extended by the latter as financial assistance to the Bank in 2004, As a consequence of the
exiL four PDIC-nomine€s in the Bank's board ofdirectors, namety Mr. Roberto M. Macasaet, Mr. Raul
O. Serrano, Ms. Teresita Ang see and Ms. tmelda S. Singzon tendered rheir resignation from the
Sank's Aoard of Oirectors. Their resignation was forma y accepted by the Board during the board
meetinB held on March 28, 2014.

On ALrgust 5, 2014, the Bank signed a subscription agreemenr with p.G. Hotdings tnc. (pGHt) for the
latter's subscription of 181,080,608 of the Bank's common shares at p33.00 per share. These shares
were issued out of the unissued portion ofthe Bankt authorized capitatstock. On August 6, 2014, in
complian€e with banking law and regulattons, the Bank and p.G. Hotdings tnc. submitted the
subscription agreem€nt to the Bangko Sentral ng pitipinas (BSp) for irs approval.

On September 18, 2014, the Monetary Board of BSp approved the subscription of p.G_ Hotdings tn€.
The aggregate subscription price ofp5.975 Billion was paid to the Bank in four (4) insta ments. The
first installment, which was 30% ore1.792 giltion ofthe subscribed amount, was received bythe Bank
on September 25, 2014. The balance was paid in three (3) equal instaltments every twetve (12)
months from the date of payment of the most recent prior insta ment, or may be acceterated to
address the capitalneeds ofthe Bank, as determined by rhe board ofdirectors. The subscription was
a result of capital raising activities to strengthen the Bank,s capitat base for its expansion p,ans
especially under the Sasel lll standards. Also, given the breadth of Mr. Lucio Co,s business enterp. se,
the strategic investment will enable synergtes between Mr_ Co,s portfotio of businesses and the Bank_
Mr. Co's retail networ* comptemenrs pBCOM,s own expansion and distribution efforts, and their
focus on the small business s€gment is very much atjgned with rhe Ba6k,s thrust to grow its MSME
banking business.



On September 29, 2014, PBCOM held a speciat Board of Director,s meeting. Mr. tucio Co, Mrs. Susan
Co and Mr. Leonardo Dayao were elected members of the Board to fi -in the three existing board
seats vacated by Mr, Mario Locsin, Ms. Teresita Ang See and Mr. Edgar Sia, lr. Further, the Board
appointed Mr. Co as member of Executiv€ Committee, to fill,in a vacancy on the Committee. These
appointments took effect on September 30, 2014.

On September 22,2015, the Bank received the second installment payment amounting to p1.39
Billion for the subscribed shares of pG Hotdings, tnc.

On May 5,2016, the Monetary Board of BSp approved the kansfer of59,241,438 PBCOM shares from
ISM Communications Corporation in favor of VFC Land Resources, tnc. representing 12.3% of the
votingshares of the bank.

On May 25, 2016, Board of Directors approved the Bank,s amendment to the third article of its
Articles of lncorporation and first article of its By-Laws. The change was to reflect the principat office
to be at PBCOM, PBCOM Tower, 6795 Ayata Avenue corner V.A. Rufino St., Makati City. This was in
compliance wjth 5EC Memorandum Circular No. 6, series of 2014 to specify the comDtete address of
the Bank.

On June 29, 2016, the Bank received the third instattment payment amountin8 to e1.39 Bi ion for the
subscribed shares of PG Holdjn8s, tnc.

On February 22,2017, lhe Bank on its regular meeting approved the endorsement of the
Governance/Nomination Committee to elect Ms. Gitda pico as an independent member ofthe Board
and designated Oirector Levi Labra as a regular member ofthe Board. Likewise, the Board approved
the composition of the board committees for Audit, Governance, Risk Oversight Committee and
Related Party Transactions committee

On Mar€h 30, 2017, the Monetary Board of BSp in its resolution no. 544 approved the three,way
merger between BOl, RANI and Rural Bank of Kabasatan, tnc_ (RBKt), with BDt as the surviving entity
which the three rural banks entered inro a ptan of Merger agreement on December 15. 2015. SEC
approved the three-way merger ofthe ruratbanks on December 11,2017.

On )uly 6,2077, the Bank held is annual stockhotders. tn the meeting, there was a re-etection of
members of the 8OD for year 2017,2018, etection of corporate officers, appoinrment of members in
the committees and re-appointment ofSGV & Co. as externat a ud itors ofthe Bank for the year 2017

On September 11, 2017, the Bank received the fourth and finat instalment payment amounting to
P1.39 Billion fo. the subscribed shares of 181,080,608 by pG Hotdings, tnc.

on May 23,2018, the PBCOM Executive committee approved the flting ofthe apptication for issuance
of up to 95.0 Eillion,Peso denominated Long Term Negotiabte Certificates of Time Deposir (LTNCD).
On July 26, 2018 in its resotution No_ 1220, BSp authorized pBcom to tssue LTNCD in one or more
tranches over the cours€ of one year with minimum tenor of 5 years and 1 day to a maximum of 7
y€ar. The purpose ofthe issuance is for gen€rat corpo rate funding, especia y tong term funding.

As ofJune 30, 2018, the Parent Bank had a totalnetwork of89 branches and 147 ATM5 (80 onsite and
67 offsite). BDI has 28 branches, 9 Other Banking Offices (OBO) and 1 onsite ATM. The fo owing
were the four branches that opened in the first hatfof2Ol8:



6

8

S&R Membership Commonwealth ave.. corOuirino
Highway, Novaliches, Ouezon City

Febrlary 9,2018

5&R Membe6hip shopping NLEX acces, Road,
Mabalacat, Pampanqa

March 9,2018

uGF, F. Aspir€ Tower, Novu city, 150 E, Rodriguez
A!e., Calle lndustria, Eagumbaya, QC

March 15,2018

Unit 105, GF, L&R BldB, Bonifacio str., Districr 8. March 16,2018

Bt) Cebu Branch (formeny 206villalon Bldg., Osmena Boulevard cebu City 26,2074

Bt) AC Cortez Aanq alans, Mandaue Citv May 3,2018

On iuly 27,2018, BsP has authorized the chan8e ofcorporate name of Banco Dipotog, tnc. to pBCom
Rural Bank, lnc. Likewise, on Juty 9, 2018, the Bank has registered with SEC Its Amended Artictes of
lncorporation and Amended By-Laws bearing its new corporate name.

Financial Risk Management

The Bank is exposed to financiat risks such as (a)credit risk, (b) tiquidity risk and {c) market risk. These
risks are managed through pro€ess of identifi€ation, measurement and monitoring, subject to timits
and other controls. The risk information on the interim financial statement should be read in
conjunction with the most recent Annuat Fina ncial Statements which contains the Bank,s detaited risk
disclosure. As ofJune 30, 2018, there ar€ no changes in the Bank,s risk management policies.

PFRs 9, Financial lnstruments

The Bank had an early adoption ofthe pFRS 9, 2O1O version in 2014. The finatversion ofthe standard
becomes mandatory beginning January 1, 2018. The said version of pFRS 9 introduces the new
FVTOCI classification of debt financiat assets where the objertive of the modet is achieved by both
collecting contractual cash flows and setting financiat assets. On January 1, 2018, the gank rectassified
certain debt securities from HTC portfolio amounting to p1.6 Bi ion to tnvestment Securities at fair
value through Orher Comprehensive tncome_ As of June 30, 2018, the unreatized toss for debt
securities classified to this account under Equity amounted to 983.1 Miltion.

For impairment, the Bank is required to record based on expected credit tosses (ECL) on a type of
assets that are not measured at fair value through profit or loss_ Amount reflected in the Statement
ofChanges in Capital Funds is the effect of adoption of the accountinS standard in prior year.

Fair Value Measurement

The interim flnancial statement is consktent with the most recent Annuat Financiat Statement on its
fair value measurement.

The Bank uses three l€vel hierarchtes as a valuation technique in determinin8 and disctosing the fair
value of financial instruments:

tevel 1-quoted (unadjusted)market prices in active market for identicatassets or tiabilities.
Level 2 - valuation te€hnique for which the towest tevet inpur that is significant to the fair vatue
measurement is directly or indirec y observable,
Level 3 - valuation technique for which the towest tevet input that is significant to the fair vatue



measurement is Lrnobservable i.e_ not based on observable market data

As oflune 30, 2018, the aank used the foltowing tevetof measurements:

Asrets m€asured atlair value

Firancial assets at FVTPL

Government securities P293,491 P293,491 e
Financial asseB at rWOCt

Government secu rities

Equitysecurities

1,954,058
1,382,188

90.640

1,954,068
1,382,188

49,045 41.59;

There are no transfers betw€en tevels l and 2 and no transfers into and out oflevel3.

The Bank €valuates and.lassifies financial instruments whether it h quoted or not in an a€tive
market. Quoted pric€s in an active market are readity and regutarty availabt€ and represent actuat and
regula.ly occuring market transactions on arm,s length basis.

9. There are no other items affecting assets, liabilities, equity, net income, or cash flowsthat are unusuat
b€cause oftheir nature, size, or incidents.

10. There are no chanBes in estimates of amounts reported in prior interim periods of the current
financialyear or changes in estimates of amounts reported in prior financia I yea rs that had a material
effect in the current interim period.

11. There were no dividends dectared or paid as ofJune 30, 2018 by the parent Bank.

On March 9, 2016, the Board of BDt, Parent Bank,s subsidiary has approved the dectaration of cash
dividends of C25.1 Million for common and preferred stockhotders as at record date of Feb.uary 29,
2016, payable on March 14, 2016. The parent Bank signed a subscription agreement with BDt for
subscription of latter's one miltion common shares at p1O0 per share and assigned C25.0 Mi ion
dividends as partial payment for the subscription.



12. Financial lnformation by Se8ment (ln Thousands)
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Bank's core banking business expands year-on year as net operating from Branch Banking and
Consumer Finance segment improved by 53yo and 1,4%, respectivety_ However, Operating costs
related to Branch Banking and Corporate Sankins increased by 9.G9% and 6.93%, respectivety,
compared to the same period last year,



1l There are no chanBes in the composition of the bank in terms of business combinations, acquisttion
or disposal of subsidiaries, restructurings and discontinuing operations. As to long-term investments,
th€ bankcontinuesto maintain hotdingson marketa bte tong- term bonds.

The followin8 is a comparative summary of the Bank's commjtments and contingent tiabitities at their
equivalent peso amounts (tn thousands):

2018 2017
rrust department accounts 5,143,162 5,267,279

968,s1s 2,074,7a4

399,969 274,675

I,444,049 514,195
tight LC outstanding 1,448,059 401,085

Jsance LCoutstandinE 38,705 86,900
)eficiency c aims receivable 27,49a )1,498
lnward b llsforcol ection 99,139 51,995
Outstanding shipping BU.rantees 1,094,L73 944,839

BouBht 229,563 48,688

229,727 49,665
lutsard bils ior colecilon 72,027 16,7J2
tems held for safekeepins 151 t57
tems held ascolate.al 2A 9

44,596 98,691

1,4

15.

Any changes on the above fiSures are part ofthe regutar operations ofthe Bank.

There are no contingencies and any oth€r events or transactions that are material
interim period,
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Item 2. Management's Discusslon and Analysls ot tinancial Conditlon and Results ot Opeaations

1. Management's Discussion & Analysis

The Eank reglstered a net income ofC323.2 Mittion for the first hatf of 2018, pS.7 Miltion or 1.80% higher
than the e317.4 Million earned in th€ same period last year. Total operating income increased by e181_4
Million or by 9.04% as the Bank sustains its business growth. tnterest income from toans and receivabtes is
higher by 21.05% as the Bank focused its efforts in expanding its corporate and consumer loan portfotios,
bringinS in e320.7 Million higher revenues. Total loans and receivabtes increased by 93.8 BI ion or by
7.18% from P53.2 Billion tevet at year end 2017. Low-cost deposit votume has .emarkabty improved as the
Bank grew its deposit base to P74.2 Bittion from e70.7 Bj ion at the ctose of rhe previous year. p60.1
Million higher profits from assets sold was recognized during the period primarity from the sate of ROPA.
Net trading and securiries gain atso contributed 931.0 Mi ion to the Bank,s bottom line whjte rent income
grew by C35.4 Million. These were partially offset by tower foreiSn exchange gains by p16.5 Miltion and
decline in miscellaneous in€ome by C19.5 Mittion_ On the other hand, totat operatinB expenses is higher
by 10.03%, primarily from hi8her DST as a result ofTRA|N taw and higher provision for impairment tosses.

Total Ass€ts of PBCOM Group stood at 897.7 Biltion as the Bank continued to grow its core tendin8
activities. Iotal Loans and Receivables are hiSher by e3.8 Bi ion at the end of the first hatl from p53.2
Billion as of December 2017. The croup's Bross NPL ratio dectined to 4.96% from the year end tevet of
5.09% as a result of continuous improvement in collection efforts. Totat Liquid Assets remain stabte at
435.0 Billion which is slightly lower by 3.33% from year end tevet. Moreover, Torat Liabitities amounted to
987.7 Billion with an in€rease of 2.94% from the last year,s end tevetofB85.7 Bilion. This is a resutt ofthe
Eankt efforts to build irs deposits votume ro tower down its cost of fund. Totat Capttal on the other hand
amounted to 910.0 Billion from 89.8 Billion last Oecember 2017. tmprovement in capital by 1.89% was
mainly contributed by the first halfearnings ofthe Bank.

The Group's consolidated Risk,Based Capitat Adequacy ratio is 15.10% under BASEL 3 and is we above
the 10% minimum requirement. The ratio covers credit, market and operationat risk for the first hatf of
201a.

On qua er on quarter basis, net income declined by p37.5 Mittion or 20.42%, primarity as a resutt of
higher DST as a result of TRAIN law, provision for impairment tosses and income tax provision due to
reversal adjustment done in 2017. These however were mostty offset by S86.5 MiIion increase in Totat
Operatin8 lncome, driven mostly by higher Net tnterest tncome by e1OO.4 Mi ion or 14.58%. Totat Assets
grew by P9.6 Billion or by 10.89%, mainty from growth in Totat Loans and Re€eivabtes by 2O.$y., frcm
P47.5 Billion in the same period last year to p57.0 Bittion this year_ The Groupt gross NpL ratio improved
to 4.96% from previous year's level of 5.84%. Totat Liquid Assets remain stabte at p35.0 Bi ion. Iotal
Liabilities increased by 10.0% from C79.7 Billion level in 2017 as the Bank buitt its deposit base, resutting
to increase by 910.3 Billion or 16.12% in deposits. tmprovement in capitat by 19.61% was mosrty because
of recognition of additional paid in capital in 3Q of 2017 when subscription receivabte from p.G. Hotdings
was paid in full and from earnings of the gank since end oflun 2017.



2. Discussion ofvarious key indicators:

A. x.v finenci.l Pedoroance lconsottdaredt

B. Flnan.ial Soundness l.onsolid.tedl

3. Dlscussion and Analysis of Materiat Event/s and Uncertainties

a. The Bank does not foresee any event that wi trigger direct or contingent financiat obti8arion that
is materialto the company.

b. The Bank does not have any material off-balance sheet transa€tions, arrangements, obligations
(including contin8€nt obligations) and other retationships of the company with !nconsotidated

2013
2011

lNet inche divided by 6tds incme)
Ralio declined by 1.05% due primarity because ot higher DST

bec olTRA|N law and hlgher imoairmenr toss.s
Returi onAve6Se A$et
lNet incMe divided by Avetuse

8i8he, annualized nel income durin8 the curent perod and
increa* in averaSe As*G resuhed to hiSher Roa vetsus oec
2071.

Belum on Avera8e Equity
(Net i.come divided by Ave@se

Rerurn on Ave.a8. Equitv inc.eased due to combination of
higher aniualiled net incohe.rd AveraSe Equiiy by47.97ra
and 10.64r(, respectivety.

capital Adequacr Ratio (Base 3)
lluotilyins .o pitot d ivided by robl oJ
tisk.weiqhred oeets thot in lude
.tedit, horker ond ope@tiohol risk)

15 35% Capital ratio declined by 0.75% due to hiBher Tol.tC.edii RBk
WeEhted Assets by C4.5 Sittion de5pite increase bv 1163
Mlllion in qua ify'ng capilallor the penod,

(Net in.ohe divided by avercqe ho ol
2.12. A decline in amount was. result of h gherwei8hted av€ra8e

common shares due to r€cenl full paymenl ol lubscribed

Llqlldlty Ratio (Liq!id Assets to Iotat
Oeposits) Liqoid Assets in.lude c6h,
due fioh bdnks. interbonk t@ns. ond
ttdding ond inv. S$utitiet fotal
deposit rcleR to the totot ol peso ond
JdeOn cunen y depotits.

5125% Ralio declined by 4.05%, resultin8 , om hi8her doposit base
whi.h increased by33.5 Sillion for firsl halfofrhe Vear.

Debt R.tlo (Toral Liabititv to Totat

Debt rele6 b rhe btol liobititiet while
4set5 rcIe6 to tatot a$ets

Debt 6tio is tlighny hi3her by 0,09% vs Oec 2017.

Asset to lqulry Ratio (TotatAssetto R.tio i5 higher as result olP2.7 ailhon inc.ease in TotatAssets
which outpaced the mprovementin Equity.

lnt rer! R.te Cove..Ae Rario
(Earninss belore inlerest & taxe5 to

Aank'slnteresl rate coverage d€cline a5a resuh ofinc.ease in
inlerest expenset which outpaced th€ improlement of
in come re8iste..d in 2018,

Nel inter4r lncome over Averag.
Ratio tllghtly dropped by 0.19% as inlere5t incooe rehain
steadyarC2.2Millionwhile.v..aBeearninsassetsimproved



d.

c

entities or other persons created during the reporiing period,

As of June 30, 2018, the unspent amount from the approved capitat expenditures b!dget on
technology enhancement, realigflment and fa€itity improvem€nt amounted to pto8.7 Million.

There are no known trends, events or un€ertainties that are expected to have a material impact
on net sal€s or revenues ofthe Eank in the nearfuture.

There is no recorded significant income or tosses during the quarter that did not €ome from the
Bank's regular operations.

lnterest income on non discounted loan is recognized based on the accrualmethod ofaccountinB
while unearned discounts are amortized to income over the term of the loans. As such, there rs
no seasonal aspect that has a material impact on the 8ank,s interest revenues. Non-interest
revenues, on the other hand, are Iargely dependent on market dynamics and economic trends
rath€r than on seasonalfactors.



Statement ol Condition: lune 2018 vs. December 2017 (conso)

Cash and Other Cash ltems {66s)
Lower reseRes requkement

{536,350) Lower iivestment rn DFoBI

lnterbank Loans R.ceivable and
Sec!riti€s Purchased Under Reste

555,657 Si8her investment in interbank loan5 duringth€ period

Fina.cial assets at FairValue (2,446,930) .49.29% Lowerinvenmeir n FWPL

hvestment securities at Fanv,ru.
lhorouBh Other Comrrehensive

3,336,2t1 3,640 32% rncrea* as a resuli of the new Fvocl mode adopted by th.

lnvestment securitier.t Amodized /.r,176,51A) 1153% oecli.e mainly a5 a.etultof rc.lassilication of BTC securities to

3,319,620 lncrease ih loan volume durinqthe rcrortim Derlod
lnvesrmenl in Subsidiari.s and Share in ner income of alliliare (PBcoM Fina.ce) du ns the

(46,636) D€preciation recoqnired for the oeriod

Lowe. due to amoni:arion of software durin8 the period
panially ofr*r by acquBilions
Hlgher mostlv due to hi8her prepaid erpens€s on the earv
quarters oflh€ y€ar (PDlc insu.ance, manpower benetits etc.)
and inc..are in chattel acquisition5

1,639,621 Hieher demand deposits volume and higher TO votome due ro
lhe Bank's eflorG lo iic.ease volume of low cost eu... ot(293,399) 3 59%

8.35% Lowerdueto pl..ements in BSP OLF in 2017
Outstandina Ac.eotan.es 15.15% Due to lower bil5 ofexchanse.ccepted bv the Bank

(55,503) Lower un-nsotiared MCs a5of reDon dare
Accrued nrere( Taxer and orh.r 161,302 HiSher erpens€ a.cruah, taresand licensesand acoued inr...st

154,962) 6 6r%



lnteren ln.ome on inve5tment 162,444) t6.t2% oecline in inreresr in.ome maintvoue to tnt"*sr,rcmei*,"
on P€ace bonds withheld fu.dsbook€d in 2017

hteresr lncome on Lo.ns and 2105% High€r interest incom. mainlvdue to increas€ in votume and

nterett l.come on rBcL &SPURA Hi8h.. income due to increase in.ve. votloe3nd vi.td!
lnte.est lncome on Deposit wilh (3,302) Lower nveslmenrii 5oA with Bspand oFoB

114,363 Higher due to hi8hervolume and cosr of f unds

Bills payable, borowings.nd
lncrea5e in interert expens. maintVdue lo incr€ase in REpO &
oBPbo owingtand hEher costoftunds

Trading and Securities Gain- net High€r..arDed and unreali?ed tradins sains
HEh€r conl.act rate5 rron renewats
lncrease mainly becaus. olhiBherTFR in.ome

Forei8n ExchanBe Ga n llosl -Nel (16,s4s) O.crin. s na'ntvdue lo fr,evrr to*,n ZOtS v, trie,ar*ai",n
1a]7
lncreas€ in 3ai. on sale of ROPA vs prioryear

licome from lrust Op€rarions The Ba.[ reeistered lower trusr fees dur]nB lhe comearative

Sharc in nel income olsubsidta.ies t7) Lower incomefrom affiliatefor the period

119,4s2) D*lneisprmarilybecauseof towerotherrentincom€in2013
Compeisation and F.inp€ Benefits NLgher manpow€r.on! for rhe perLod

69,426 H sher DsT mainlv a5 a r€su r olIRA|N taw
DeDreciation and Amorti2ati.n Lower due to fully depreciared FfE,s and lower teasehotd

improvement amortizalion
Occupancy and othe. equipmenl 3,961 H ishe enr due to new branche, 

"na 
.sEGto*JEhii6ai,,

and ma nte.ance €xpenses. Other increases .r. due ro higher
allocation lo lncome for utitities charged to PBCOM Tower

Provition (reveGal) lor impannent 69,253 High.r provision requtrefient in 20t8

12,7SS lncrea!e i5 oainlydue to hi8her POtC insundce rrom higher
volume ofdeposiE and hiAher penahies on axri a*ra

Provision for income tax Bigherin.ohet.xduetohigher laxabteiicomebase


