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PART I--FINANCIAL INFORMATION

Item 1, Financial Statements.

Please see attached

Item 2. Management's Dlscussion and Analysis of Financial condition and Results of operations.

Please see attached

PART II.-OTHER INFORMATION

The issuer may, at its option, report under this item any information not previousry reported in a report
on sEC Form 17-C. lf disclosure ofsuch information is made underthis part lt, it need not be repeated in a
report on Form 17-C which would otherwise be required to be filed with respect to such information or in
a subsequent report on Form 17-e.
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PHILIPPINE BAAIK OF COMMUNICATIONS AI{D SUBSIDIARY
UMUDITED INTERIM CONDENSED SIATETIENTS OF F|NANCtAL pOSTON
AS OF [,4ARCH 31. 2020
(With Comparative Figures as of December 3.1, 2019)

Consolidated Parent Company
March 31, - _ March 31.

2O2O uecemDe.3.l' mm December 31,

(unaudited) zule (unauartea) 2019

(Arnounts in Thousands)
ASSETS
Cash and Other Caah ltenls
Due from Bangko Sentral ng Pilipinas
Oue from Other Banks
lntorbank Loans Recoivablo
Financialassets at Fair Value through protit or Loss
Financialassots at Fair Value

through Oth6r Comprehonsive lncorB
lnvestllBnt 56curities at ArErflzgd Cost
Loans and Oth€r Recoivables
lnvgstrnent ln a Subsidiaryand Assoclate
Propertyand EquiprFnt
lnvostnEnt Prop6rti6s

Condominium units for lease
Foreclosed properties

Office units for lease
lntangible Assets

2,777,752 2,698.682
10,111,492 10,213,521

290,162 357,960
4,294,676 717,7fi
248,024 1,ffi7,827

2,777,752 2,698,682
10,111,492 10,213,521

290,162 357.960
4,294,676 717.736
248,024 1 ,667 ,827

5,052,432 8,094,362 5,052,432
12,477,043 12,849,500 12,877,043
59,924,843 61,257,040 59,927,604

13,925 13,849 20j12
714,9'17 725,739 714,917

1,824,a46
620,981

3,186
660,388

1,836,941

588,451

3,274
673,089

1,424,A46
620,98'l

3,.t 86
660,388

8,094,362
12,849,500
61,259,793

20,053
725,739

1,836.941

588,451

3,274
673.089

Assets
TOTAL

LIABILITIES AND EOUITY
Liabiliti€s
Deposlt Liabilitiss

Demand
Savings
Time

1.041 ,144
100,487.818 102.748.012

31,650,249 27,204,604
8,623,639 9,180,273

35,074,788 36,594,232

31,659,224
8.623,639

35,074,788

27,213,5A0
9.180,273

36,594,232
certificates of

Bills Payable
Outstanding Acceptances
Manager's Checks
Accrusd lnterest, Taxes and Other Exp€nsas
lnconE Tax palablo
Deferrod Tax Liabilities . Nst

730 730 730 730
74,251,406

8,523,155
68,767

141,419
742,635

44,222

782

75,881,839

13,064,824
91,855

442,811
712,42a
23,441

782

8,523,155
68,767

14't,419
742,46A

44,222

782

75,890,815

13,064,824

9'1,855
442,811

712,277
23,441

782
1

12,016,129
2,262,246

't05,952

(2,358,405)

(100,351)
(262,2s5)

1,167

12,O16,129

2,262,246
105,952

(2,807,067)

87,932
(231,6M)

1,121,675

(100,351)
(262,2951

'1.1

87p32
(231,664)

TOTAL LIABILITIES 88,895,317

EQUITY ATTRIBUTABLE TO EQUITY HOLOERS OF THE PARENT COIV]PANY

91,385,303 88,902,869 91,392,871

Common stock
Additional paid-in capital
Surplus reserves
Deficit
Ljnrealized gain on financialassets atfair value

through other comprehensive income
Cum ulatjve f anslation adjustment

12,016,129 12,016,129
2,262,246 2.262,246

105,952 105,952
(2,358,405) (2,807,067)

Remeasurement losses on defined benefit

100,487,818 102,748,072

'11,584.919



PHILIPPINE BANK OF COTUMUNICATIONS AND SUBSIDIARY
UNAUDITED INTER]M CONDENSED STATENIENTS OF INCON,lE

Consolidated Parent Company
For the three months

ended March 31

(January to March)
2019 2019

(Arnounts in Thousands, Except Earnings per Share)

INTEREST INCOME
lnvestment securities
Loans and receivables
lnterbank loans receivable and securities

purchased under resale agreemenb

242,6N
1,132,470

19,071

202,48A
1,'101,213

8,'137

242,698 202,488
1,132,470 1,101,213

ed 
^5 

d u urners 0,08/ 3,014 6,087 3,014
,,aat,ar, ,l,ara, 1,400,326 1,314,852

19,071 8,'137
with other banks and others 087

INTEREST AI.ID FINANCE CHARGES
Deposit liabilities 288.772 446,519 288,772 446,519
BiIS and others

Mscellaneous 99,608 107,8Uru,,,uJ4 99,6U8 107,8U 99,603
TOTAL OPERAT|NG EXPENSES 993,650 ---JA178-- ----rrtM--- ,603

1 ,1

377-375 61i311o i-i..aa ---------

NET INTEREST INCOME 1,022,951 681,742 1,022,951 6A1,742
Trading and securities gain - net 158,653 187,426 158,653 fi7,426
Rent lncome 190,784 i73,7SZ 190,784 ,173,752
Service charges, fees and commissions 90,250 96,g75 9O,2SO 96,875
Foreign exchange gain - not 53,27 2O,Og2 5,327 2O,Og2
Gain (loss) on asset exchange 9,581 (5,t2) 9,581 (Si,2\
Protit from assets sold/ exchange 526 16,003 526 16,003
lncome from trust operations 6,303 5,570 6,303 5,570

30.826 3i,962 3o,a2t 31,s62rortocenlrrl -ffii6----17ffi
--jdffi-- ,;Ci€

Tax€s and licenses 157,.186 142,229 157,185 i42,227
Depreciation and amortization S8,689 ,t07,703 88,689 ,t07,703
Occupancyand other equipment - related costs 2A,$g 39,504 2g,i98 39,465
Provision for impairment tosses 209,892 ,t j,263 209,892 ,t1,263
lnsurance g6,942 gS,S42 fi,g42 35,U2
llbnagement and professionat fees 3,BJU 23,740 38,749 23,7,ts
Security, clerical, messengerial and ianitorial services 24,OSA 2S,Og5 24,05g 25,0g.1
Entertainment, amusement and recrealion 2g,S99 19,720 28,599 19,720Communication f,24,t i2,g4' 12,241 1z,p4'

INCOME BEFORE SHARE IN NET INCOME
OF SUBSIDIARY AND AN ASSOCIATE

Share in net income and an associat(
521,55,1

76

448,733
110

521,568 449,514
59 (5.083)

INCOME BEFORE INCOME TAX
PROV]SION FOR INCOME TAX

521,627 448,843 52,t,627 444,431
61,830

NET INCOME FROM CONTINUING OPERATIONS
NET LOSS FROM DISCONTINUED OPERATION

Attributable to:
Equity holders of the parent Company

965 61

448,662 387,0'13 448,662 382,601

444,662 382,601

448,662

448,66' 38r,600

Basic/ Diluted Earnings per Share Attributable to
Holders of the Parent



PHILIPPINE BANK OF COMMUNICATIONS AND SUBSIDIARY
UNAUDITED INTERIM CONDENSED STATEMENIS OF COMPREHENSIVE INCOME

Consolidated Parent Company

For the thres rnonths
ended March 31

(Januarv to March)
2020 201q 702n ,nro

NET INCOME FROM CONTINUING OPERATIONS 448,662 387,013 448,662 382,601

NET LOSS FROM DISCONTINUED OPERATION 41

NET INCOIlIE 448,662 382,600 448,662 382,601

OTHER COMPREHENSIVE INCOME (LOSS} FOR THE PERIOD, NET OF TAX
Items that may be reclassified to Nofit or toss l, subsequerl
periods:

Net movement in cumulative translation adjustment
Unrealized gain (loss) on financial assets carried at fair value

(30,631) (s2,133) (30,631) (52,133)

(188,283) 65,883
(2'18,914) 13,750 (218,914) 13,750

Items that may not be rcclassfied to prolit ot /oss in subsequen
Ntiods:
Unrealized loss on financialasseb cani€d at fair value

through other comprehonsive income
Remeasurements of defi ned benefit liabilities

Attributable to:
Equity holders of the Parent Company 396,351

(2'|.8.9141 13 750 t2189111 1175f
TOTAL OTHER COMPREHENSTVE TNCOME 2ria8 396310 ,rr,?4s 3rq35l-

229,7-48

1

TOTAL OTH ER COMPREH ENSIVE INCOIVIE



PHILIPPINE BA}IK OF COiTMUNICATIONS AI,lD SUBSIDIARY
UMUDTIED INTERII\4 STATEMENT OF CASH FLOWS

----- P9lg4!9.!!nv

2020

cAsH FLov\E FR.M .'ERATTNG AcrrvrrrEs 
(Anounts in Thousands)

lncome before income tax from conlinuing operations 521,627 /148,843 521,627 444,431
lncome (loss) before income tax from discotltinued operatjon - 6,4,1
lncome before income tax 

- 

511,6r?----- 444-,43j 

-- 
52j,62, 444,431

Net cash provided by (used in) operatffi ---i,1z,,o\f 2,813,034
casH FLo\"IS FROM INVESTtNG ACTtVtTtES
lncrease (decrease) in interbank loans receivable
Acquisition of:

Financial assets at F\oCl
Property and equipment
lnvestment properties
Sofrr^,are cosl

Proceeds from disposal of:
Financial assets at F\y'OCl
Property and equipment

Adjuslments to reconcile income beicre income tax lo
nel cash generated from (used for) operations:

Accrelion of interest on unquoted debt securities (115,789) (39,913) (115,789) (39,913)
Deprecialion and amortization 88,689 111 ,674 88,689 .,O7,7O3
Provjsion for impairment losses 209,892 18,488 209,892 11,263
Loss (Profit) on asset exchange (9,581) 512 (9,581) S1Z
Profrt from asset sold or exchange (526) (i6,1gS) (526) (16,003)
Unrealized (gain) loss on tinanciata'sets at FVTPL (i8S,283) 65,883 (i88;2$i OS,eegi
Equity innet loss (earnings) ota subsidiary and associat€ (76) (1iO) (59) 5,063
Changes in operating assets and liabilities

Decrease (increase) in the amounts of:
Financialassets at FVTPL 1,419,803 (674,062) 1,419,803 (674,062)
Loans aM Receivable 1,238,094 3,S13,939 1,238,086 S,3OS,OEOOtherAssets (25,405) (5S7,349) (25,39S) (5g6,s47)

lncrease (decrease) in the amounts ol
Deposil liabilities 2,369,567 (930,908) 2,369,566 ( 7,E27)
ft,tanage/s checks (30i,392) 133,j29 (301,392) 133,129
Acc.ued interest, taxes and other expenses 30,207 B,Oj8 30,.t91i 4,11E

,,, , oth"lli?9ilitb: ,, (oa,sz't) 54g,'1gs (o:,szo) sao,+sgl.letcashgeneratedfrom(usedfor)operations@--JJ757E-_---Zass,olo
lncome taxes paid t'i, 1aa\

(2,600,000)

(30,086,80S)

(39,840)
' (7s,o6d

15,247\

33,101,196
13,480

13,144

(24,426,7O7)

(39,840)
(160,385)

(14,4871

(2,600,000)

(30,086,SO9I
(39,840)
ga,oozf

(5,247).

33,'101,196

13,480

13,144

(24A26,707)
(39,840)

(160,38s)
(14,039)

27,775,1A2

8,222'

27.775182
3,449

Consolidated

lnveslmenl
cash activities

91

108,169,43s
*,:*

(114 A20,972)
(16,o24)

(40,698,435)
(58,317)

(114,406,898)
(16,024)

91

35,156,766 108,169,435
35,229 56,900
31,1 10

CASH FLOI/IE FROM FINAI{CING ACTMTIES
Availments of:

Bilb payable

Outstanding acceptance
t arginaldeposits

Settlements of:
Bills payable

Outstanding acceptance

36,'156,766

35,229
31,1 10

(40,698,435)
(58,317)

for.ward

11 11



PHILIPPINE BAI\IK OF COMMUNICATIONS AND SUBSIDIARY
UMUDTTED INTERIM STATEMENT OF CASH FLOWS

_ _Parent CompanyConsolidated

2019

(Arn ounts in Thousands)

EFFECTS OF FXCY TRAI.ISLATION ADJUSTMENTS
NET DECREASE IN CASH AI'ID CASH EOUIVAENTS
CASH Al'lO CASH EQUIVAENTS AT

BEGINNING OF THE PERIOD
Cash and Olher Cash ltems
Due from Bangko Sentral ng Pilipinas
Due from Other Banks
lnlerbank Loans Receivable and Securities

(30,531)

886,183

2,698,682

10,213,521
357,960

(52,133)
(339,4%)

1,389,869

15,224,382
379,723

(30,631)

886,183

2,698,682
10,213,s21

357,960

(52,133)
(358,774)

1,357,609

15,168,302
228,578

Purchased Under Resale

cAsH A,'rD cASH eQUVnLetrs at
ENDING OF THE PERIOD

Cash and Olher Cash ftems
Due from Bangko Sentral n9 pilipinas

Due from Other Banks
lnlerbank Loans Receivabte and Securities

2,777,752
10,111,492

290,162

1,588,582
12,590,299
2,133,261

2,777,752 1,561,099
10,111,492 12,533,570

290,162 1,958,708

Purchased Under Resale 158
'14.874.082 16.s.s 3oo r7i7 mi------i7E6EF
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PHILIPPINE BANX OF COMMUNICATIONS AND SUBSIDIARY
NOTES TO UNAUDITED INTERIM CONDENSEO CONSOTIDATED FINANCIAT STATEMENTS

1. CorDoratelnformation

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. 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 lncorporation was issued by the Securities and Exchange
commission (sEc) on August 23, 1939. on June 21, 1988, the Board of Directors (Boo) of the pare;t
Company approved the amendment of Article lv of its Amended Articles of tncorporation to extend
the corporate life of the parent company for another 50 years or up to August 23, 2039. The
Amended Articles of lncorporation was approved by the SEC on November 23, 19gg.

The Parent company acquired a ricense to operate as an expanded commerciar bank from the Bangko
sentral ng Pilipinas (Bsp) on December 24, 1993. on March 31, 2ooo, the BSp's Monetary Boird
approved the amendment of the parent company's license to a regular commercial banking.

Sole of PBCOM Rurol Bonk (qBCRB)

on July 29, 2019, the parent Bank sold its entire stake at pBcoM Rural Bank to producers savings
Bank. The total amount of consideration is p555.8 milrion for 99.9g% shareholdings. The movels
meant to consolidate the efforts and resources at Bank which is set at its strategy to focus on its core
business and expand market to the ecosystem with other Lucio Co - led companies. The sale resulted
to the Parent company rosing contror and significant influence in pBcRB, thus beginning september
2019 report, the said company is no longer included in the Bank's consolidated financialstatements.

The Parent Company's subsidiary and an associate are engaged in the following businesses:

Effective Line of business

lnsurance Agent

Financing Company

100.00%

40.ooo/o

On July 26, 2018, the Monetary Board of BSp, in its Resolution No. 1220, approved the parent
company's issuance of the Long Term Negotiable certificate of Deposits (LTNcD) of up to p5.o billion
in one or more tranches over the course of one year with minimum tenor of 5 years and 1 day to a
maximum of 7 year. The purpose of the issua nce is for long term funding.

The Parent Bank was able to raised P2.9 billion in its maiden issuance of LTNCD. The LTNCD bear fixed
interest rate of 5.625 per annum and payable quarterry from october g, 2o1g untir Aprir 8, 2024. The
amount was more than the initial planned volume of p2.O billion

Strategic third porty investors
on August 5,2014, the parent company signed a subscription agreement with p.G. Holdings rnc.
(PGH), for the latter's subscription of the parent company's 181,040,608 common shares varued at
P33.00 per share. These shares were issued out of the unissued portion of the parent company,s
authorized capital stock.

Subsidiary
PBCom lnsurance Services Agency,

hc. (PlSAl)

Associate
PBCom Finance Corporation



The subscription by PGH to the new shares of the parent company amounting to p5.98 billion was
approved by the BsP on september 23, 2014. The first installment of p1.79 billion was paid by pGH
on september 25, 2014. subsequently, on october 7, 2014, vFc Land Resources lnc. (vFc) bought
59.24 million shares at p33.oo per share from the lsM Group. pcH and vFc are beneficially owned by
the family of Mr. Lucio Co, bringing his total stake in the parent Company to 49.99%.

on September 22, 2oL5, June 29, 2016 and september rr, 2017, the parent company received the
second, third and final installment payments, respectively, each amounting to p1.39 billion for the
subscribed shares of pGH (see Note 23 of AFs).

ln 2015, both PGH and vFc bought additional 2.40 million shares. The following year, additional 0.49
million shares and 9.49 million shares were acquired by pGH and vFc, respectively. tn 2018, pGH
bought an additional 2.27 million shares. VFC acquired 0.49 million additional shares in 2019 bringing
the Co Family's total stake in the parent Company at 53.65% as of March 31, 2020.

As of March 31, 2020, the parent Bank had a total network of 89 regular branches, 3 branch-lite units
and 149 ATMS (82 onsite and 67 offsite).

Summarv of Siqnificant Accountins and Financial Reoortins policies

Basis of Presentation
The accompanying unaudited interim condensed consolidated financial statements have been
prepared in accordance with philippine Accounting standard (pAs) g4, tnterim Finonciol Reporting.
Accordingly, the unaudited interim condensed consolidated financial statements do not include aI
the information and disclosures required in the annual financial statements and should be read in
conjunction with the Group's annual audited financial statements as at and for the year ended
December 31, 2019.

The unaudited interim condensed consolidated financial statements of the parent company and its
subsidiary (the Group) have been prepared on a historical cost basis, except for Financial Assets at
Fair value through profit or Loss (FWPL) and Financiar Assets at Fair varue through other
Comprehensive lncome (FVTOCI) that are measured at fair value.

The financial statements are presented in philippine peso (pHp) and all values are rounded to the
nearest thousands, unless otherwise stated.

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 and its subsidiary are in philippine peso.

Statement of Compliance
The unaudited interim condensed consolidated financial statements as of and for the three months
ended March 37, 2o2o had been prepared in accordance with phirippine Financiar Reporting
Standards (PFRS).

Basis of Consolidation
The unaudited interim condensed consolidated financial statements comprise the rinancial
statements of the parent company and its subsidiary and are prepared for the same reporting period
as the Parent company using consistent accounting poricies. The subsidiary is consoridated 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 (that ts, 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; and. The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights resurt in control. To support this
presumption and when the parent company has less than a maiority 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;o Rights arising from other contractual agreements; and
. The Parent Company's voting rights and potentialvoting rights.

The Parent Company re-assesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control. consolidation of a
subsidiary begins when the parent company obtains control over the subsidiary and ceases when the
Parent company loses contror of the subsidiary. Assets, riabirities, 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 financiar statements of the subsidiary to arign 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 within
equity as an ad.iustment to'Addi onal paid-in capital'. ln such circumstances, the carrying amounts
of the controlling and non-controlling interests are adjusted by the Group to reflect the changes in its
relative interests in the subsidiary. Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid or received is recognized directly ii
equity and attributed to the owners of the parent Company.

when a change in ownership interest in a subsidiary occurs, resulting in loss of control over the
subsidiary, the parent Company:
. Derecognizes the assets (including goodwill) and liabilities of the subsidiary;. Derecognizes the carrying amount ofany non-controlling interest;

' Derecognizes the rerated ocr recorded in equity and recycre 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 lnterests
Non-controlling interests represent the portion of profit or ross and net assets not owned, directry or
indirectly, by the Parent Company.

Non-controlling interests are presented separately in the unaudited interim condensed consolidated
statement of income, consolidated statement of comprehensive income, and within equity in the
consolidated statement of financiar position, separately from equity attributable to the equity holders
of the Parent company. Any rosses appricabre to the non-controling interests are aflocated against



the interests of the non-controlling interests even if this results in the non-controlling interests having
a deficit balance.

Chanees in Accountinq policies and Disclosures

PFRS 16, teoses
PFRs 1.6 supersedes Philippine Accounting standard (pAs) j.7, Leases, philippine Interpretation tFRtc
4, Determining whether an Arrangement contains a Lease, philippine rnterpretation src-1s, operating
Leases-lncentives and philippine lnterpretation slc-27, Evaluating the substance of Transactioni
lnvolving the Legal Form of a Lease. The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and requires lessees to recognize most leases on
the statement of financial position.

Lessor accounting under pFRs 16 is substantially unchanged from today,s accounting under pAs 17.
Lessors will continue to classify all leases using the same classification principle as in pAs 17 and
distinguish between two types of reases: operating and finance reases. Therefore, pFRs 16 did not
have an impact for leases where the Company is the lessor.

The company adopted pFRs 16 using the modified retrospective approach upon adoption of pFRs 16
in 2019 and elects to appry the standard to contracts that vrere previously identified as reases
applying PAS 17 and philippine rnterpretation rFRrc-4. The company will therefore not apply the
standard to contracts that were not previously identified as containing a lease applying pAs 17 and
Philippine lnterpretation tFRtC-4.

Before the adoption of PFRs 16, the Group classified each of its leases (as lessee) at the inception date
as either a finance lease or an operating rease. upon adoption, the Group appried a singre recognition
and measurement approach for all leases except for short-term leases and leases of low-value assets.

Leoses previously dccounted for ds operoting leases
The Group recognized right-of-use assets and lease liabilities for those leases previously classified as
operating leases, except for short-term leases and leases of low-value assets. The right-of-use assets
were recognized based on the amount equar to the rease riabirities, adjusted for any rerated prepaid
and accrued lease payments previously recognized. Lease liabilities were recognized based on the
present value of the remaining lease payments, discounted using the incremental borrowing rate at
the date of initial application.

The lnterpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of pAs 12, rncome Taxes. rt does not apply to taxes or levies
outside the scope of pAs 12, nor does it specifically include requirements relating to interest and
penalties associated with uncertain tax treatments. The lnterpretation specifically addresses the
following:
. Whether an entity considers uncertain tax treatments separately

' The assumptions an entity makes about the examination of tax treatments by taxation
authorities

' How an entity determines taxabre profit (tax ross), tax bases, unused tax rosses, unused tax
credits and tax rates

. How an entity considers changes in facts and circumstances

The entity is required to determine whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax treatments and use the approach that better predicts
the resolution of the uncertainty. The entity shall assume that the taxation authority will examine
amounts that it has a right to examine and have fu knowredge of arr rerated information when



making those examinations. lf an entity concludes that it is not probable that the taxation authority
will accept an uncertain tax treatment, it shall reflect the effect of the uncertainty for each uncertain
tax treatment using the method the entity expects to better predict the resolution of the uncertainty.

upon adoption of the lnterpretation, the Group has assessed whether it has any uncertain tax
positlon. The Group applies significant iudgement in identifoing uncertainties over its income tax
treatments. The Group determined, based on its tax compliance assessment, in consultation with its
tax counsel, that it is probable that its income tax treatments will be accepted by the taxation
authorities. Accordingly, the interpretation did not have an impact on the consolidated financial
statements of the Group.

The adoption of the forrowing pronouncements did not have any significant impact on the Group,s
financial position or performance:

Amendments
. PFRS 9 (Amendment), prepayment Features with Negative Compensation. PAS 19 (Amendments), Employee Benefits, plan Amendment, Curtailment or Settlement. PAS 28 (Amendments), Long-term lnterests in Associates and Joint Ventures

Annual lmprovements to pFRS 2015-2018 Cycle
Amendments to PFRS 3, Business combinations, and pFRs 11, .ioint Arrangements, previousry
Held lnterest in a Joint Operation
Amendments to PAS 12, lncome Tax Consequences of payments on Financial lnstruments
Amendments to PAS 23, Borrowing Costs, Borrowing Costs Eligible for Capitalization

Bank uses three lever hierarchies as a varuation technique in determining and discrosing the fair
-. of financial instruments:

1 - quoted (unadjusted) market prices in active market for identical assets or liabilities.
2 - valuation technique for which the rowest rever input that is significant to the fair varue

measurement is directly or indirectly observable.
o Level 3 - valuation technique for which the lowest level input that is significant to the fair value

measurement is unobservable i.e. not based on observable market data.

As of March 31, 2020, the Bank used the following level of measurements:

Assets measured at fair value Carrying
va lue

Quoted Price
in Active
Market

(Level 1)

Significant
Observable

lnputs
(Level2)

Significant
Unobservable

lnputs
(Level 3)

Financial assets at FWPL
Government securities P24a,024 P- P248,024

I-inancial assets at FVTOCI
Government securities
Private bonds
Equity securities

1,979,834
2,967,479

105,119

768,749
2967,479

1,211,085

74,270 30,90;

There are no transfers between Levels 1 and 2 and no transfers into and out of Level 3.

The Bank evaluates and classifies financial instruments whether it is quoted or not in an active
market. Quoted prices in an active market are readily and regularly available and represent actual and
regularly occurring market transactions on arm,s length basis.



Financial Risk Management

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.

compared with December 31, 2019, there have been no changes in the financial risk exposures that
may materially affect the unaudited interim condensed consolidated financial statements of the
Group as of March 31,2020. TheGroup is exposed tothefollowing risks from its financial
instruments:

a. Credit risk
b. Liquidity risk
c. Market risk

i. lnterest rate risk
ii. Foreign currency risk
iii. Equity price risk

on credit risk, the Group manages and controls it 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. credit risk management was likewise strengthened with the implementation of EcL
models' The Group's EcL carcurations are output of comprex moders with number of underrying
assumptions regarding the choice ofvariable inputs and their interdependencies.



6. ConsolidatedSeqmen nformation

The following tables present income and profit and certain asset and liability information regarding
the Group's operating segments as of March 31, 2O2O and 2019.

AS OF MARCH 3I, 2O2O

RoEnu., n6l of int€r€st 6xp6.se

Foroign Excha.ge gain - ner
lncone lrm Ttust OpoEtions
Tr6di.g 3nd socunti€s gain (loss)- n€t
G.in o. ass6t 6rchang6
PDft fom as€t sotd/ dch3ngo

56,017
1,736 1,528

158,653

4,013 90,2so
5,327
6,303

154,053
9.5a1

526

u,aoa

9,5A1

526

(3m,309)

Se^rc€ charg.s, f@s and commissions

D€prsciati@ and amonization
Po\isim for ihpaiment Loss6s
OccoFncy and Orher oquipmont{tar6d cosr

58,391
24,443

19.56a

5€,2U5

180,502
4,033

25,69E
1,3t4

197

7,883
57,339

(67)
3,164

157,106
88,6a9

209,892
28,198

335
166

103

Prcp.ny a.d €qlign€.r
424,451

2,449,O13
714,917

2,449,013
97

*,,^
,,0'63

6, r(x)

6,434
925

29,457



R6\€nue, nst ol inrorest expons€

S&vc€ chdles, lb€s and commissions
Focign Exchango gain - n€t
ln me lrorn Ttust Op€ratio.rs
TBding 8nd s€curiii€s gain 0o$) n6r
Gan on asset exchange
Plofl tilm asset !otd/ sxcMnga

D€pr..iarlon 4d amodization
PlDision tur impaim6nr toss€s
Occuparcy and Oih$ oqlipmentr€lstod cos

(516 784)

20,335,:*

53,36a
23,757

23,969

62, t01
2,29

1

15,25a

147,rzf

533

14.142
ru
107

1qy

13,7U
1,174

19,.16
3/I]7

5,570

$,875
20,@2

5,570
147,4ft

(512)
16,003

,14,383

665

{13,1@)
6,141

14,107
41,677
4,965
5 218

31

142,229
107,743

11 263
39,504

405
170

62

Pop€ny and €quipmonr

7. Commitments and Contineent Liabilities

ln the normal course of operations of the Group, there are outstanding commitments and contingent
liabilities and bank guarantees that are not reflected in the financial statements. The Group doeinot
anticipate losses that will materially affect its financial position and financial performance as a result
of these transactions.

The following is a comparative summary of the Bank's commitments and contingent liabilities at their
equivalent peso amounts.

March
2020

December
201.9

rust department accounts P7,261,356 27,144,650
Standby LC 1,774,459 1,340,632
Spot exchange:

Bought 592,7Ll 1,052,313
Sold 660,360 92t,a71

Sight LC outstanding a7 7,743 80,843
Usance LC outstanding 55,299 218,883
lnward bills for collection 30,222 594,933
Outstanding shipping guarantees 42,701 171,541
Currency forwards:

lot t -gm.ntlt.b[t.. 76,750,a7a !9r,003 !,024,s5s 1@

15.121

16,@3

3,504

irom conl nuing operations



8.

197 ,7 47
sod 305,27 t 354,445

0utward bi ls for coilectlon L!8,O72 22,916
tems held for safekeepinB 42 31

tems held as collateral 1 1

Other contingent 2,5a6 16,055

9.

Changes on the above figures are part of the regular operations of the Bank.

There are no other items affecting assets, liabilities, equity, net income, or cash flows that are unusual
because of their nature, size, or incidents.

Except for effects of pFRs 9 on EcL models used for impairment of financial assets which are
considered significant accounting judgements and estimates, there are no other changes in estimates
of amounts reported in prior interim periods of the current financial year or changes in estimates of
amounts reported in prior financial years that may have a material effect in the current interim
Period.

1.0. There were no dividends declared or paid as of March 31, 2O2O by the parent Bank.

11. There are no contingencies and any other events or transactions that are material for the current
interim period.
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Item 2. Management's Discussron and Anarysis of Financrar condition and Resurts ofoperations

1. Management's Dlscusslon & Analysis

The Bank registered a net income of P448.66 Million for the first three months of 2020, P66.1 Million or
1'7.3% hicher than the p382.60 Mi ion earned in the same period rast year. Totar operating income
increased by P302.3 Million or by 25% amidst the covlD-19 pandemic. p341.2 Million improvement in net
interest income was primarily a result of the decline in interest expense from lower cost of fund and lower
volume. lnterest income also increased despite of the loan payment holiday for consumer loan accounts
as a result of the Bayanihan to Heal as one Act, due to growth in volume of investments and corporate
loans. These have compensated the decline in trading and forex gain by +2g.8 Million and 314.g Million,
respectively. Total operating expenses went up by 30% mainly because of higher provisions for losses
recognized in the current period due to deterioration of the credit scores of the corporate accounts as theeffect of the covrD-lg pandemic. Higher compensation costs from higher headcount and higher
contribution to retirement fund and increase in taxes and licenses from higher GRT ana nigrrer Lcat
business taxes also contributed to the increase in operating expenses.

Total Assets of the Group declined by c2.3 Billion from 9102.7 Billion as of December 2019 to c1oo.5
Billion at the end of the 1st quarter of 2020. This is primarily from the p3 Billion decrease in Financial
Assets at Fvocl, P1.4 Billion drop in Financial Assets at FWPL and p1.3 Billion decline in loans and
receivables, mostly in corporate loans. These were offset by the increase in interbank loans by p3.6 Billion.
The Group's gross NpL ratio srightly increased to 3.g9% from the end of 20i.9 level of 3.g2%.

Moreover, Total Liabilities amounted to P88.9 Billion with a decrease of 3% from the last year,s end level
of P91.4 Billion. This resurted mostry from rower bils payabre by p4.s BiIion, rower time deposits by c1.5
Billion partially offset by the increase in Demand deposits by c4.4 Billion due to the Bank,s efforts to
increase volume of low-cost source of funds. Total capital, on the other hand, amounted to 911.6 Billionfrom P11.4 Bi ion rast December 2019. rmprovement in capitar by 2% was mainry contributed by the
earnings of the Bank for the first quarter of the year.

The Group's consolidated Risk-Based capitar Adequacy ratio is 16.81% under BASEL 3 and is wefl above
the 10% minimum requirement despite the grobar crisis on covrD-19. The ratio covers credit, market and
operational risks for the first three months of 2020.

2. Discussion of various key indicators:

A. Kev financlal performance (consolidated)

Ratio
2020 2019

Net Profit Margin
(Net income divided by cross income)

29_67% 31_54% Net profit marSin stiShtly aectined by t.S3X dueio trigtrer net
income by 17% and gross income by 25%. tncrease in net
income is attributable to lower cost offund and lowervolume
compared to prior period.

Return on Average Asset
(Net income divided by Averoge
ossets)

0-44% o.38% Higher net income during the curEmleiiod and increase in
Average Assets resulted to increase in ROA by0.06%.

Return on Avera8e Equity
(Net ihcome divided by Averoge

!9uity)

3.91% 3-64% Return on averaSe equity increased due to combinatioj of-
higher net income and Average Equity by 17.27% and 8.99%,

CapitalAdequacy Ratio (Baset 3)
(Quolifuing copitoldivided by totat of

16.41% L5.8t% Capital ratio improved by 0.94% due to htgh", qr"lifyi"g
capital by 91.9 Billion while total risk weiShted assets



tisk-weighted ossets thot include
credit, morket ond operotionol risk)

increased by e7.4 Billion.

Easic Earnings per share
(Net incotue divided by overoge no. of
confion shores)

093 0.80 lncrease in net income by 17% during the current period
attributed to the rise of basic earnin8s pershare.

B, Financial Soundness I@!!9Ld4eCl

'As ofMar€h 2019

3. Discussion and Analysis of Material Event/s and Uncertainties

b.

c.

d.

e.

The Bank does not foresee any event that wiI trigger direct or contingent financiar obrigation that
is material to the company.

The Bank does not have any materiar off-barance sheet transactions, arrangements, obrigations
(including contingent obligations) and other relationships of the company with unconsolidated
entities or other persons created during the reporting period.

As of March 37,2020, the unspent amount from the approved capital expenditures budget on
technology enhancement, realignment and facility improvement amounted to t44.0 Million.

There are no known trends, events or uncertainties that are expected to have a material impact
on net sales or revenues of the Bank in the near future.

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

lnterest income on non-discounted roan is recognized based on the accruar method of accounting
while unearned discounts are amortized to income over the term of the roans. As such, there i!
no seasonal aspect that has a material impact on the Bank,s interest revenues. Non-interest
revenues, on the other hand, are rargery dependent on market dynamics and economic trends
rather than on seasonal factors.

Ratio
2020 20t9 Remarks

Uquldity Ratlo (Liquid Assets to Total
Deposits) Liquid Assets include cosh,
due lrcm bdnks, interbonk loons, ond
ttdding ond inv. Securities Totol
deposit relers to the totol of peso ond
forei gn c wr e ncy de posi ts,

45.56% 48_23% Ratio declined by 2.67%, resultinS from lower liquid assets of
P948 million and hiSher total deposits ofC2.4 billion.

rrebt Rado {Totaltiabitity to Totat
Assets)

Debt rcJers to the totol tiobilities while
ossets rclers to totol Assets

88.47% 88.95% Debt ratio is lower by 0.48% as a result of deireailn both-
total liabilities and total assets oI e2.S billion and
92.3 billion, respectively.

Asset to Equity Ratio (TotalAsset to
TotalEquity)

8_61 9.0s Ratio is lower by 0.37% as result of decrease in total assets of
P2.3 billion mainly due to effect of decrease ,inancial asset.
at FVOCT amountinS to p3.o billion.

lnterast Rate CoveraSe Ratio
(Earnin8s before interest & taxes to
lnterest Expense)

23a.20% 1,10.88%* Bank's interest rate coverage increased by 67.33% due to
decline in interest expense from lower cost of fund and

I{et lnterest Margin
Net interest income over Average
Earning assets

1.22% 0.86%* Ratio up by 0.36% as average earninS assets and net inte;;
income improved for the period by 94.4 Billion and C341
million, respectively.



Statement of Condition: March 2020 vs. December 20l9 (consolidated)

(Decrease) Percentage Remarks
Cash and Other Cash ltems 19,O10 2.93% Higher cash on hand mainlythose in vault
Due from BSP lra2,o29) -t-00% Lower requirement for resqrve
Due from Other Ban ks 161,198) -18.94% tower funds with local banks
lnterbank Loans Receivable 3,576,940 498.36% Higher investment in interbant call loans during the period
Financial assets at tair Value
through Profit or toss

(1,419,803) 85.73% Sale of investments in FVTPL

Financial assets at Fair Value
thorough Other Coft prehensive
lncome

(3,041,930) 31 5a% Sale of investments in FVOCT

lnvestment securities at Amortiled
Cost

21,543 o-2t% Higher investment in HTC

Loans and Rece vables 1r,332,197) 2.17% Decline in outstanding toan pri.a.fliEfiorate to"nslnvestment in a subsidiary and
associate

16 0.55% Share in net income for the period

Prope(y and Equipment {70,822) L.49% oecline due to depreciaiion re6gnire-JEi-the peaoJ
lnvestment Properties 20,347 o_84% ROPA acquisitions, offset by depreciation of nOfl eldgjondo

and office units for lease
lntanSible Assets 112,7O1J 1,_89% Lower due to amortization of software arrring ttle period,

partially offset by acqutsitions
OtherAssets 23,066 2.21% xigher mostty due to higtreit T, hi-!f,i prepaiO ixpenses on

the early quarters of the year (pDlC insurance, manpower
benefits, etc.)

0emand Deposits 4,445,645 16.34% Higher deposits volume primarity in Oemand OepoStsdie e
Bank's efforts to increase volume of low-cost source offunds

Savings Deposits (ss6,634) 6.06%
Time D€posits (1,519,444) 4.15%
B lls Payable (4,541,669) -34.16% Lowerdue to lower BP-BSp, Bp-interbank callloans anA Oitts

payable - REPO
Outstanding Acceptances (23,088) -25.14% Due to lower bills ofex€hange accepted by the BankManager's Checks (301,392) 68.06% tower un nesotiated Mc,s as oiEiiila-l!
Accrued lnterest, Taxes and Other
Erpenses Payable

30,207 4.24% HiSher expense accruals as ofthe period primarity Uue to accruat
of bonuses paid out before end ofyear

lncome Tax payable 20,7al 88_65% Higher income tax due forthijerjod

other Liabtl ties l.44,392) 3.40% Lower mainly due to ATM fges payables

5t"t"."nt of In.o,n" 
"nd 

Ero"nt"a , J"nrrrr-M"r.h 2020 ,, J"nr"rr_M"rah 2019 (.onrolid"t"d)

(Decrease) Percentage Remarks

lnterest lncome on investment
serurities

40,210 19.86% Hrgher interest income mainly due to increase in volume mainly
in FVOCI

lnterest lncome on Loans and
receivable

37,251 2.84% Hi8her interest income mainly due to growth in volu;! in
corporate loans

rrLeresr income on tLILL 10,934 1,34_31% lncrease from higher volume
lnterest lncome on Deposit with
other Banks and others

3,O73 L01.96% Higher income from incr""ae ir*ol,,,r,e

lnterest Expense on
0eposit Liabilities

(157 ,7 47) -3s.33% Decline from lower cost offunds and tower volume,iiiiifi-
TDs

lnterest Expense on
Eills payable, borrowings and
others

(97,988) s2_51% Decrease in interest expense mainty due to lowei;ii;lunds-
and lower volume

rraorng and Secuntres Gain - net (28,773) -15.3s% Lower tradins o:ih(
17,031 9.80% Hishcr.6nth.r nra. r.^- ..---,-L

Service CharSes, Fees &
Commissions

(6,62s) -6.a4% uecrease mainly from lower consumer loan processing fees



Foreign Exchange Gain (Loss)-Net (14,765) -13.49% Decrease is mainly due to foreign-xch-nge revaluation loss in
2020

Gain on asset exchange 10,093 -1971.29% x,gher Sa,n on asset erchange ot R6Efusirior year
Profit/{Loss) from Assets
50ld/Exchanged

(1.s,417) -96.7!% Lower gain on sale of ROpA

lncome from Trust Operations 733 13-16% The Bank reSistered hjSher trust fees atrring the comparative
period due to diversification of products and services, coupledwith appropriate pricing strategy to differentiate
DrOducts/s€rvice( a..6rdinr r^.^mnr6yirv

Miscellaneous lncome (1,136) -3.s,yo Lower due to write-offof br?ncn Lniin ZOZOCompensation and Fringe Benefits 14,408 5 -84% Higher costs from highe. he"d.ot ni-ii-iighe, .o,,triUution ti-
retirement fund

Taxes and Licenses 14,957 L0.52% HiSher from increase in GRT from higher income-nd h[h-i
localbusiness tax

0epreciation and Amortization (19,014) -17.65yo l-ower depreciation mainty frorn ?utty arnortized fnt of Oranctres
and fully depreciated furniture and tixture and office equipment
in 2019

Occupancy and other equipment-
related costs

(11,306) -2A.62% lower rent expense due in.trsiiiiiio-E-ieas" .ontr".ts in
compliance to pFRS 16 where rent expense is reversed and
depreciation ofright of use asset is otherwise recognized

Provision for impairment losses 798,629 1,763_55% Higher provision requirement in-o.iiiliy du;to
deterioration ofcredit scores as the impact ofthe pandemicMiscellaneous 31,798 14.68% lncrease is mainly due to t'tght;an"8em;afeer, fi;; 

"ndpenalties, brokerage fee5, security costs business promo costs,
etc.

Provision for inaome tax 11,135 78.07% Hipher in..hF r:".1,," i^ Hidh6. 
'-!.Lr^Net income (loss)from

discontinued operations
4,473 100.00% HiSher due to the loss incurred by pBCRB in leof 2019. PBCRB

was sold in 3Qo12019.


