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FIRST MA l’;l-lﬂ BANK, INC. (Rural Bank of Paterns, Inc.|
SOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2007

. CORPORATE INFORMATION

FIRST MACRO BANK, TNC, (Rural Bank of Pateros, Inc.) was incomposated in the Philippines
ardl registered with the Securities and Exchange Commission (SECY an various dates. The Rask
provide a wide range «f financial and related products and services The Bank bas nine (91 branches
lovated in Pateres, Angono, Morong, Dasmarifias, Alabang, Bizutan, GM A, Pasig and | 35 Pifing,

The purpses of the Bank is 1o carry and engage in the business of exiending rura! credit to small
farmers and tenants and 1w deserving rural industries or cnterprizes, to have and excreise all authority
and power, L do and perform all acts, to transact all husines- which may legally be hod or done by
Rural Banks organized under and in accordance with the Rural Bank's Act, a3 it cxist or may be
amunded and 1o do all other things incident thereta and Aecessan and proper in conneerion with said
purpuse within such territory, as may be determined by the Monstary Baard of the Lol Bank of
the Philippines. ;

The financial statements for the vears ended Decembor 31, 2008 and 2007 were wathorized for
issuance by the Board of Directors of FIRST MACRO BANK, INC. (Rural Bank of Pateros, Tac.)
on April &, 2004,

Fix registered address is a1 B. Moreilla cor. Herrera Sts.. Pateros. Metro Manilu,

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES

Basis of Preparation

The accompanyine financial statements have been prepared wider the historical cost busis and with
accounting and reparting guidelines preseribed by the baniing regulsiony bodics, The financial
slulements arc presanied :n Philippine Peso, which is the Bank s functional and presentation currency.

Senpmenis of Campiigngg

The financial statements have been prepared in compliznce with Phi:ippine Financisl Reporing
Standards (PFRS), except for the method used by the Bank in recognizing the interest inceme and
ather lnan-related income,

New andd Keviged Accoynting Standerds Effective jn 2005

New and revised aceounting standurds hasad on International Accounting Standerds and Intermational
Financial Reporting Standards, referred to as Philippine Acccunting Standards (1PAS) and Philizpine
Financial Reporting Standards (PFRS). respectively, will become effective in 2005 o3 regquired under
BSP Circular Mo, 194, Series of 2003, Management adopicd some PAS and FSRS with partizl
compliance on the aew Financial Reporting Package (FRP) for banks issued by BRP, Circular 12,
Series of 2005, The FRP is designed to align the Manual of Accounts {MOA) and the RYP repartarial
requirements with the provisions of the PFRSPAS. The said aew BSP reportanal requicements shall
become effcctive starting with the December 31. 2008, month-ead quarter-cnd reports.
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A% 1 Peosevsiiion of Fingmoia! Slatemenes, provides o frarwwark woitlie whiech g cnbily asicsses
o to oresent Dairy e offects of transactions and other events: provides e b onboria for
wlassifving liahilities ws corrent vr nocarrent: prohibits e presgation of income Taom oporating
activitics wmd eatraord oy ems o toparate line et o e ~tatemeiits of income did expenses: and
spvailies (he diselnes abowt key sources of estimation. vive st and imdgiments i1 nunagement
lrs mady in L provess o appls ing the entine”s accounting welicied,

PAS B Acvaming Palficien, Changes ie Accownting Exnimaes il Brroey. semones e congept of
Muedamontal cror and llowed alemative o retrospective application ol voluctars  Shanges
accounting peliciea and rerrospective restarement to cormest prior perd enois 11 dolines material
G of Misstalenegnts, and describes how to apply the Loncepr of matcniality when applying
ACCULAIm poslimes il ._'L'-I'rl.:i:t'il'll_..l_ﬂi'l'l:ll".

PAN 1, fvegsts eefrer e Botlaves Sheer Date, Bvents after the balanes shoeet dute are these gvents,
Fanaraishe wel unfas orable, 1ar oocur bebween the balamce -beet date and ihe date wion 16 Hinancial
SI0Letents are duthonized for issue [0 provides a limued <lacifoation of e sceountin for dividendy
declared adter the halange sheer Jate.

PAS 12, doagpes fines, which prescribes the accounting trsatiment o dnoeme Lases 1L raguires the
recopnition of detered mx labiline for taxable mporan differences iF oo probab e o mx benefi
will be realtved Tas mdes esoected at semtiement are wsed. 1Doalse dueads woth fhworecoeniion of
delersmd LN ety ariing from arusad ax fosges or unuaal Tas srediln, the proscinnne: of ingome
txes in the lmancinl stasements of emplovers, which are addesssed 9 the stamdard Jor retirement
B i cost s,

PAS 1A, Fropen, Poenr osd Egquipment, provides sdditional guidance and clantieation on
recogmition ard meaviremenl of tems of property. plant and squipment 11 alao provides that each
putrt a3 i iten of properiy, plan end equipment with 8 con tas is signitficant in relanon to the wotal
s ol The e shadl b deprecelnd separatels,

PAS 17 davos. wivich preserthes the sccounting poticies ord disclosures to apg’s o Pmnce ol
aperlingg sy Disanee leases wry those that transfer substant:albs all vizkz ol reward - ol owngrship
o it fessee. A lessee s regquinad o capitalize finance leadses 23 assets and rocopn g e relaed
labrlitics at the Wower of fair value of the leased asser and the present sahee of e niamnm iease
paniiieita Thie b shoald alse depreciae the leased assets On v weber hamd, Jessees should
Capise GeTiling ease pavinents,

PAS 24, Metwed Paey Discloswees. which provides for additional disclosane roomiremients tor
transactions cnloiend with relared parties. Partied are conzidercd b b velitedd 00 cwe pacty Bus Lhe
ability. diveetly dnd oo indireetls, 1o control the other party or cxeteise aghificant i lwnoe over Lhe
prarty inommhing Diancad operating desisions. Partics are alwe considerad sefated of they are sobject fo
crnmon conirel or gottmen stgniBeant influence . Kebugd parmies may be individuais o corparation
enzities. Tranaetions hetween related parties are besed on teema simlar e thase olivned o pose
rolasel purrines
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statements. Reyuired disclosures were included in the notes we fitanzial statemaents, whooe applicable

AN 12 R o duvirwsenis, Divcloswre and Preseniations. covers the diselosgse aod proegeintalivn
a1 afl financial instruments. The standard requires more comprehensging diselsnres shaon the Bank's
Finsaerc al maszE e, wisathae |'-t-mgniztd OF  WIEFECOEN LAl oI thix- 'I".||.:|.|||..'|'i:! shiborticnly, wilire
leflpl:l'.'i'll"l':.'. Mow diselosure reguiremnents nelodes temis and comditions o8 Dmangal mscrmments pyed,
types of veshs dsaoned with both recoenized and wnrecouniveed Pinsngal mstrumi=its (markes risk,
preae risk, orgdit sk, Lguidis risk eod cash Mow msk ), foir s alpe information of Bolh wsirgniasd amd
unrespueeed finmacial assets and financial Tiabilities. apd fnancial rish manmgemen policies and
wivgatives, [he sudivnd alse requires Ninzncial instruments 13 be classified as labilnics or cyaity in
acverda e with their subsiaows and nat their legal fomme.

PAS U S el Bgramenss. Recogrition and Mewsursmens, cslablishes the aocounting and
repurting: stasdarils for recognizing and measuring a Bank's Tnancial asscis and fimial Habilities.
The stndand reguires a Nnancial agset of financial labfin to be revos sl ietLeadly G0 S vaiue,
Subsequent 10 nital ecognition, @ Bank showld continee 1o measure Nnuncial wssels at 1heir fiir
values, except for loans and receivables and held to matierin s estments. which are 1 be sreasupe!
A wosl o amorhized cost using effective interest micthod. Financial Dabilines s submeguently
spcasnired et or mmortised cost except for liabitities classified & 01 Sor value tesugh profin or
s At derivaines, which are measured ar fair vaiue.
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The fpllywing arc the new standards adopred by the Bank starting Januars £, *0ul:

PERS 7. Fineaciol instrescesis: Disclosures @nd  complementan  ameidanent o FRifeprpline
Avvoentivn: Stomcdareh (P A8 1. Prevenurion of Financtal Seatenients, Copitad Dise losro

FERS 7 mtodies new dissiosures W improve the inrsomation abou! Dmsicial instroments. |
regquires the disclosare of gualicove and guantitative informatioe ahout cxposure 1o Fisks ansing from
P gl stiomgnts, v luding specified minimom disclosures aboul credit rish. ligual v risk and
mars el rish, as well sy consitiviny analvsis o marker rish, It replaces PAS 30, Declerey i Hie
Fiseanesad Xodements of ks cnd Similae Finemcial Bseiacioas, and e Jiselogurne P UrGmEnts in
Tas 3L Fivwwiad fostrwmiears Ooclptwre ond Provonbicon, I s epplicable to all emnies that
repert uindes FERS. The amendment to PAS | introduces dischosures about the level of an criily™s
capital umd low it ownnges capital, The roquired new disclosures are retlected o0 e Financial
shitemienrs o Ly Bank, where -H-pp”'tlblt

Pinbppine buorpretation IFRIC 8. Scope off PERY 2 tequires PFES 2 10 be aoplied w any
arrangeitents where -‘l1l Hy instruments are issued for consideration which appears 19 b less than rair
vathie, This standard did not have an effect on the Bank s financiel stuteimngnl s,

Pritippine Interpretion FFRIC 9. Reassessmenr of Enbedide Dvrivarives. catahlishes that the date 1o
avsess Ahe enistence of an embedded derivative i the dare ae @ity st hocomies o pany o T
eontiael, with eassessnicnt only 17 there 15 8 chanae o e contmet that stenificanis, modifies the
cash fows, This standaed Sid oot have an e on the Bauk's JTnencial zmements

Plolipgioe Inweeprotation IFRIC 10, foserim Financtal Bemertinn and fopaivmen. prohibits the
reversal of nopairment and credit losses on goodwill and aveilable-for-sale cguity vestments
pecogtiaad o the terim financial reports evern iF Unpairmen s i lomeer present o 1he gan gl
balance shet date. 1hes standard did not have a offeet on the Hank s firamml sdatements,

3

\ . .
Mlippine hnerpretation IFRIC § 2, v roup amd Troagipr 5
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Philipping Interprotaten [FRIC 3. Cusicimer Lovaliy Progrimme eilective for o perind.
Beginming i e ffer S |, 2R,

Thii fllll.':['-ll.'!atil.'-ll :H‘ldl'-.“r':'rr.':i ihe I'I.D.‘lhmti"g b:,- T4 ﬂm't!, that erants awerd vredits I il ATV
This standard did not hiag nn elfcet on the Dank™s finaneial BTaleimerils,

|‘hilir‘vpf"'l1" Datespavtmtne 1FRIC 2 Pag To The Limizon: o /0. e f SeeEr Bvig e ! inchisg
Negueivesreain gened Hhoir T T ‘ffective for grmual el BERINSE 0 o0 i, o Jortary T,
20

This Interpretamion pro idies 2uidance on how [0 assess the Bt 11 PAS I Firpboree Bocodfor o tba



H F
FROM & FIRST MACRO BAMk [CORP. OFC, ] FRM MO. @ B425982 Aug. BT 2883 227N Pl

Plalipysine Dnlerprctation; 1 RN *1, Crronp aned Treasiey Soyee frasing e, boajiins ~ eI
wherehs i cmplingyg s srunted mghts 1o an eI '3 ity Snstrunents w he acevinled Bk s an
ey ssetthel sl by che iy even if (a) the CIEL G s OF In Pegeeirgd 1o lany thise: equily
ST du 2 treksary shiares | tromy ssother PArts . or iba e sharelwllers of e vy goro icde gl
CORITY BRstramens aeedhad [ o s srovides gurdance on bow suhsidineies, i their separaie Baancial
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wadriiments of the parent. This standard did not have an effect on the Bank's Gnaacial ~anenens
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I meczdance with the amendmen W PAS 1, the statesnent o) changes 1 eguity shall inelude o
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with dewmily inciuded ju miparale statement. Ohwners are detingd as holidors of s classlied
158 RijuLly.

Phe amendiment 1 1PA%S 1 alsy provides for the introdustion of » new statement of comprebenzsive
ecne el cortbines all ilems of income and expense recognized in the sterment of neome gl
erpenses Lether with “other comprehensive income™. The revisiang specily whil is ing'uded in
ther eomprehensive incume, such as gains and losses on availahio- for-al. P35, actudriad gains ang
fsses cn defined benclil pension plans and changes in the ssses novgluatior reserve,  Fhies can
chawse tn sreseni ol werms in one sizlement, or 1o present two linked stacements. & AR S1atEnIent
ol ingsne and a statemen of eninprehengive income.



PAS 3, clervicds Surverving st feffective pur awmal veviah Busranine i o el Sunwary ],
2,

Pl v stncbond requives capialization of borpow g worsty that relaie 10 g quuitty pp asser The
wanziticona! reauirements of the stamdard requeire it 10 be auopied as o arsspoctive whange Mrom the
ellective dite T Bank will assess the impect of the standand o the finpacin stateumcis,

i fidramienns it Recaprgion g Xuhewspuenis Mgk rainig

Fhete ef vvgegrmigooss

Purchases or sales of tinencial assers that require delven of the sty within the time frame
estabilished b regulition or comventicr in fhe marheiplace sr¢ recogmized on the weitlencm dae,
Depersat liabelitivs and loans and receivables ape recopticd when cash s reveived by e Hank o
idvitnoed o thee Swvereugrs

SO T eAB Lo Pecog al insrremenss

All firaacinl sssers. weluding trading and investments securities and loan wird scceinables, are
ity reoenized W fair vaiuc, Cxecpt tor FYPL. the irizial medsurement ol Suidiickal asscls
ihardes frangaction costs. The Bank classifies its Mnancia! 232205 N g ldlowing cateasrics: &)
anania’ eset a0 Mir waiue threugh profit or loss: b)) meld-io-mageris iny coiments: v nans sind
recevaniess aul o boacaliable-for sale investmenis. ihe chauihcation deserds un Lhe pirpizge Tor
waeh Ui Bvest et s were sequired and whether they are quoted in an active marker Where allowerd
did appropriate. masaeement determines the classiNeation of its fingngial assers an iriria! FECMTiOn
il v zlusts this diesoation 21 every reporting due

o T TN T R Ay P

The fair viiug for doancial st aments traded in active marhuls At the statemen! of comidon dme is
asadl en thew areted narker price or dealer price guslations «bid price ror g posions il wsk
price Lor diont Josiniana), woithous amy deduction for iransaciiom costs. When warrent Bed g askirg
prices are nat Avinluble. e price of the most recent wraneassio pros s evidence of the awrvent Faee
vilue 28 b as theee haz nen been a sipnificant change 0 ecanomic circamstances <oy e pime of
g st

Barall vvier feangial sestnaments not listed in an active markes, the i vabue i determered oy using
apprepniaie valition wesdungues. Valeation technifues include aet present veh teclmnigngs,
Sempacitan to smlae anstraments for which market gbsenoab ¢ srices exisr QL Peling wnbels,
ant other iglovant valiicn models,

Begubir wip porchases sl sales of financial assets are recogniged an the trade dite - the date on
wlztch the Bank cominis 1o purcluise or sl the asscts,

B.p Fivcsicnd eevwens o BITYE
Healiac il mircabized gaing and losses on these insarainie:~ are reviguied under trading and
l.:"lll'.'\'l}'l:l '-""-.l.“'l‘l-"‘li:_':." 'ﬂ""l."ﬁ'l B ™ | IJEEIL"]'L"d vder m.;il:-:_'“ﬂ!'.q"l'_n-\, 1eC Interest corned op :ﬂrh
stz wengs chesified as financial assets a8 FVPL o5 sepomod ax inberest ivosie, Franginl assers
al VP inelinde financial assess classified as held for traak g @ fnsncind assets designaied by
the Back under this classilication. As of Decembar 37, 08 and 2007, e Bank nad oo
cutatmiding pvestrmema classified as Nnancial assets a1 FV B

. osin fead Ficehibieh FVPL
e i e vt el liabilities ar FVF o - T &t ane
b eod gunely or Smancial labilihes classified in this catemors neludes [Taneml dss¢is ans
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Flelmmiion ebv s oap 2onci bl Fralridigies en FIPL

Femanigial asscts v financial tabifities classified in this ciebogar oehades ey gty and
financial liabalitics held for rading, derivatives and those desipnated as EVEPL by snogement on
imtial recoganition s hen the folowing criteria are mey

* The desicianien eliminates or significanth reduces the inconsision: treatmenn thit waorhd
e s e Broas msasuring the assets ar Bobeiigies or reCORNi At Ny o Lonsgs R Tien
e Gl e Bcists: il

«  Themsencand Labilities are pan of a group of Gnancial assets, G| il irgs o both
wan ane e end ther performance e alusted on 4 Gir valine busis, i o irdansg with
s thogunaenied tish manasement or investment Strategs | ur

= e Bl inskmiment containg an embedded deri. e, e the embwdded derivative
thwes sod sigrificantls modify the cush flows or it bs clear, with lile or na dalvsis, that i
swoiht moe B separnicly resonded,

B BN irovosiane e
HIEM G et cats are guotad non-derivative financial Rsact= wilh fised or derermas e sy ments
annl fived meryritics (or which the Bank's managenict:: fax the pasiine mitention and ability o
Aakd 1o maorine. M investments are carrisd ar mdTiagd oM using (ke elluglive intercsl
methen! dese allowamce for impainment and credit loeses if aanp. Reaivaed gaim or loss s
recomniced in the imcome salemens when the fnvestment s derecomnignd or Dmpaired and
thrrneh the aiconization process

Cof s onimd eoscavaddion, pmmaaants e frome Cemrral bk o § otiver banks
Ahis accomnting nuticy relites to the statement of condition captions ~Duc from Hangho Sentral
gt Pilipiees™, "Thue frapm other banks", and “Loans and recenables”. These are finangial assets
with fived or determinable gavmeuts and fived mansrities 1w A o QUi T an et ive ke
Fliew Jre mot qinered Ento with the intenton of immediate of shin-tem resile and are ol
chstilianl g other Cinancial assets held for rradey. desirpared 3. AFS o Financial asssis
acsidigicd =t PP

After il measrement. these financial assds are stbsequently meesired a1 stortisod eose
wire the offectihve interast me method, less alfowancs tor g rient and creain losses.
Armartred cosl 14 caleplatsd oy raking into accoent any Jizsooenl or PUemiaLim oo egaelsilign A
lews leat s an inteerrnl par of the effective interest sate, 1e armartization 5 omchuded iy - leterest
mzwne” e the statemer: of income. The losses ariaimg from eepairment of such loans angd
mecetvabken anc recogoned m o Tmpaiment and credin fosses” i the sttenent of ineo m

458 s ey

AN v zaaments ane finensial assets that are designated 2» AFS or are nof classified 10uny of the
procednng crwpries. AFS s estments inglude financial wesets nat guated moan achve market
wher purchascd and held indefinitel. but which the Berk ANTICIPAlEs W sell 6 response w
bquidity requirements er in anticipation of changes in iierest rates or othes faetors. binareial
wpets v e desipnated under this categor provided such are net held for ading. AFY
mvestncents a0 camied at fa'r market vaiue. The effect . vieid componen! of ATS deng seeunlies
are reported i e ing e sutements. The unrealized wat gund foss arrsing (roen 1he fadr vaination
PEALS iavestinenis, et of . are excluded frem reported ceme amd reported Jy a8 separate
cHnporem af <lalement of changes in equity until the roestment 1= detecoenisad o wnli! the
vesiment v deterinud 1o be impaired & which time the mer unrealioc gain o loss previously
Peprled et statements of changes in equity [ incluced in the wome si@ieients, A of
Preceiiser 31 ather ATS investment is acluded in “Onlier gsseta” e oy 17,

1]




thie substamey of the |.1,‘-"'r‘a|._||m| g e B L resilis 1 the irk han L R -.'||'|||1...I|.:||.-I1 celbwr o dehyer
cagh or ot Tindeeel @saet 1 the holder, or 1w satiah the oblizaton other than by the exchange of
a Fiaed amoum af cash or another financial asser for 8 Daed number of own oty Shares. The
cormpenents o lgsued Anancial instruments that contain boeth Tiabidiny i eguity elomens are
acconmial Lo sweparmiels, with the eguity component being asstgned the residual smeant atter
deductivg teore e asirument as & whole te amount separatc b deteemined as the G valoe o Ui
habilive compamentt ot the date of issae.

Afte; i measarement, hills pavable and similar financicl Habilitics ool qualiice s and et
designated s FVPLL are subsequentls measured at amorliest D080 using lin cllnctive imerest mie
method, Amortieed oost s caloulated by taking inte accowm am discount ar preminm en the inslIE
amd Sews Ut g o bngeserad pant of the effective interest rpie

Lercomamizan af ool assepy o d faaneial ligbilicies

Fimeaarin st

A finangcial 8021 (e where applicable a part of & financiai asact or part of a grens of Dl asscs)

i% dereeigmegl whore

® i swlis s vceeine cash flows fromm the asset have expired: or

o the Hask retnong the sivht to neveive cash flows from the et ot hins assumed an cibtlatien W
ay 1Bk a1 Full wotiseut material deday to a thind part voder a pass Iltl:'lulﬁ AFTARLUTIETH . W

o the Phaak bas tran=forred its riabts to receive cash Mo (rom 1he manet wid ¢ iher Tias tansforred
sarhatggtie v 21 the rishs and revaards of the asset, of has aeaher ramsiered nor retmed Ui risks
and remants oF the assc bt Das rransferred the control of 1w aaset

Whee the Bank has cnmsfered ity '|"I'£|"L*~ 1 receive cash Mows an peset o0 has entered ke & pge
||r|."-|_|i-'\-il g ST LT atul has nerther iranstesed nor retamad 4 .I...":I"IT'I[I"E""- all the gisks a sl rewars lhf
e ssﬂ-:t B waaet i recogiized 10 the extent of thi Hand s continuing i ulvement i fhe asset
Condinuing areoly 2ment thal tahes the form of & guarames over the ransferred assal & memsurcl ar
e by 0F orizinal cares g smount of the asset and the masimuam wmount oF consick Fat oy ghat the
Bk covilel o mqu.n‘:_! hb roan .

[ T N LT TR

A Cmaneugd wabibin i derecognized when the chligation under the habilits = disehurged or wanealod
ar expired. Wi 1 onisting financial labilin is replaced B anclther S the same lender oo
substantially diffcieet oms, o the terms of an existing lizkitine are substastially meditied, such an
exchanze or neabicatioe 15 eeied 85 8 derecognition of the eriginal liabilie and the re cpmton ok a
aewe lugkilite, and she Jiilorence in the fespeclive carming AmOURTS | recognis i stnement of
L TE T T SR | T RS

damnecnirmnesl of NE o i TS

Ak dnscsatnn! dsoinde @t each statement of condition date as to whether there iy obiective ovideme
that a spewilie Tinandial acet niay be impaired, If such evidence exists, an inpainmeer sod onedin loes
s orgeogtieed o the shements of income and expenses Baidence ol oepaimigrs gy soglinge
indeaficns thal o Doeeswer of a Sroup of bomrowers 15 experiemeing signibivant fimeovial JiTiculty,
defach or delimguency 6 interest of popcipal parments. the probabiliy that ey will .
bankreptoy wr other Finaecial reorganiation and where chservable dat ndbicatw g e s
meazuralle decoease w the estimated futore cash Mows, s00b as chadees [ armears of cooaomie
gl ey 1 cereclie with detaulis, )
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Loans o Feceivabey

For loans anef receivables cam :
|-eri':hmm: of mpairment exises jﬂwumﬁnﬁurxﬁ:ﬁmﬁi ?:ZE'HZS\ Thw#ﬂ ity
mollectively for finanein assets that are 8ot individually siap;4 Midueally signiticanr, or
hjective evidencs ' ; Pagrrnt 7 ~Enticant. I the Bank determines the
;rh];:;-fn: ::.n:lh:rh:;ur‘ \mpaimment exists for individually assessed financiel 2436t, wherhes ;i:!“”:::::ﬁ
llectively agpop ¢ i 3 Eroup of financial assats ot sirmilar credit 1isk choseeristios and
colleclively aysegses for impairmen;, Those characterisiics are relevant 16 the vstinuit i ,-mf:,
SAN) ﬁ.':"""" for groups auch assets hy being indicative of the debtors” abilin 1o pay :]! :-n;-:u:nr du:
seserding t the contractual ems of the Scts Deing evuluatee. Assats that are ingis iually agmeas i
VAPRIFmEnt and for impaimment and credic loss is, W e

PRIFT _ OF CoNtinuCs Lo he, recopnized sre neluded in
voliective assessment for Impayment. : '

ina_s % Micatured as the difSerence herween the assers s CUTYing amount pnd she rresent value of fhe
Cstimated future cash flows {excluding fitwe impairment and cradit 'o5523 that have not been
neured). The carrving amount of the asset is reduced through the use of an showance scount apd
the amount o foss j5 charged o the income statemen; Loans. together with the associated allowance
Sfcolat, are writlen off when there is pa realistic prospec: of future recovery and all ollateral has
been reslized. TF in a subsequent vear, the amounr of the cstimated impairmuent ané credic loss
decraases becsuze of an evem wocurming after the impairmsnt was recounised, the previoushy
fecognized impairment and credit [oss 15 reduced b adjusting the allowance account I & fulyre
Wrrbe-gfF is later recuvened, anv emeunts Tormer]y chargad are =redited 1o the imainmer s and credip
rases,

For purpose of & collective evaluation of impairment, financia! pasets are grouped on the basis of such
eredit rigk chasacterisics as indusiry. collateral tvpe, past-dus status znd term

Future cash flows in a group of financial assets thay are colltctively evalpared for impairment are
estimated on the basis of historica! loss experience for assels witd eradiy risk charereristics similar to
thess in the Dank, Historical loss experience is adjusied on the hasis of curmenl observable datg mo
reflect the effects of cument conditions that did not affect pericd on which the hisworical loss
eApeience is based and 1o remove the effects of current conditians thet did not affect the period on
which the historical period that do not exist currendy, Estimares of changes in future cash flows
reflect, and are dirccrionally consisrent with changes in related ooservable data from period 10 periad
isuch changes in unemplovment rams, Froperty prices. commedin Prices, pavment statss, o0 other
factors that ure indicative of incurred losses in the Bank and their magnitude). The methodalogy and
BEUMPIORS wied for estimating fumre cash flows are reviswed regulardy by the Bank 10 educe any
differcnces berween loss estimates and acual loss expericnce.

Allawnce for impairment and credit Jogses |

The Bank sllowanzs for impairment and credit bosses is equivalent %o the estimared losses |ha|:_n‘.r._-p be
incurred in the coblection of all its cutstanding loans. The allowancs far impalrrm?ni and credit losses
s the cstimatad amount of losses in the 's Joan portfolio based on management's evalustion of the
collectivility of the loans, after consideemtion of prevailing and anticipated econemic conditions,
colicetion and Crodit experience with specific accounts. financiz’ cepabilitics of Suaranturs. present
value of future vash collections and an cvaluations mads by the 5P, The BSTF abtures certain
erileria and guidelines based largels on the classification of recevables in establishing specific Jn:u_m
loss Tescrves. A general and specific joan-loss prevision has been scrup w cow=pliance with BSP
repeufasiom,

The allowance for impairmenr and credit bosses is established through impairment and credit insses
charged to current eperationt Receivables are writlen of7 agains the allowance when management
Believes that the coli ]

i



Wohiers poewabie the Bavk seeks v restrecture loans @ther than o tahe possession ol ol literad T his
PHEY sibvcdve ekbeiatate the paviient arrangement and the agreenent of aew fomn eonditns, Cinge the
erms b heen wenegotiated. U loan is e longer considered past dus Manngemenn contnbously
rev s el s o cisute that all eriteria are net and thar huure pas menis are likeby 1o
agonr, b loans contisue o be subject to an iadividial o colbedine CTFER T T e
salenkaal veimgz the fous's original effectve interest vate (LIR . The difforence netween the rocm dod
valoe of e wrigiead aar and the preseat wzbue of the festructured cash flvn, aizoomnnel wl the
shtnal PR e wewed et b pairment and credie Josses i che st P rmeemie oo CR i e

FEE NS e s

Fordl s mesinents, 1le Masnh assesses whoiher there 13 Vi active euideige of It trens 1F there
Frolpeiee vvidunee St s impairment and credit boss has poon aeursad ueing the wigina! ¢ fectiva
wicresl sae af e oestment, the amount of the less s o casured as the diflereme botween the
LT CIRTTV IR ko gk fikg pniden) '.,'nlug nf l.".ili'l'ﬂ:l'l.{.i r'ti1u!'-|: st Mowas I'*."'-L'.'u-.!lll_l.' JEJIIIIE
et enneivment gl wredit lasses thar have not vet hoer mgusted ! Fhe camy e aoinount of the
s e nhieer g che of an allowance account asd the amueum of loss i Jareed o the
sttt b b ol e, Vntorest oo confinues e he recutibece bBased an the I.'rinr_li‘ndl allenrive
b i af 1 dsacl.

Pt auMeruced wear. the amoung of the estimated impatement and Snsiif Toss decic o Becguse ot
At swent! owns il aftor e in'lpﬂil‘:nt.'nl'_ Wi, rﬁmgﬁi]&d‘, o HmounTs rl-:"r'lih;"l:l -.._"|'|Er|,'|.:..l e cradited
o e enl and ciedin fuwses” account in the starement of inzonwe aine the allosance tegonat
s, e TERAY fvcaimems, togethor with the associated allanance accounis, sre weiltes off
e e i s e veat e prospest of futons recoven and ef! coVaieral hus heen realize

AL

U L RLY R T B R

For ATS rvgstments, the Rank avseeses at cach stavement oF condition dare wihether thurs s objective
evidictee 1hat o Begegial asset or group of financinl assets i mpairad. In case of squils Dnestivents
Clazsifod o< ALY iy estmenta. s would fnclude a siwnitizar £ or profonged decline v the faie valu
SF the vesemends bofes i cosd, Whers there B ovidence of gmrment, i cunlagive oss
Mgdanncd s e differsnce botwecn the acquigition: cos ang e ciment $Air satue, less a3
mpt e A reedil Ioss on that financial asser previpesiv 1ecogniacd e arsternent uf incone -
33 retwes b Tomn equiny and recogoced in the sistement of ncome, Impairment i gneit Kases on
LR LT (STLTRCER S T P T A ml’ﬂﬂgh the stetement of Gicofns fRefedses o1 uor value alter
agerirren gre pecogn basd dirgcth in equity.

i Al came o et Gt ronents clnssified as AFS inestments. mprirment is s leeed on e
seme Ofilend o tatinkoel assers chrmied al amortized oost, Tetorosl gontinees o by ccieed @ the
otginal ket e beres! e on the reduced cam s amcunt of thy assct and o reoo-Bed as parl of
Arlered ineiaae T i the stateenent of income. 17, in subsequen vear, the fair v aloc of a deht mstromos
mermazed abed e indreasd can be objectively related o 20 evem ccourring afier the inpainnent and
ergdit foss was rewosriiggdd i the s@ement of income. the impairmem aned credil s is reversed
prreeeh o shalesnent of e

LI (e LIETTER ST IREN RO B M-I

Prvamiersed pasgze aned Crsecr) abiiities are ofTset and the ot amount cepoeted i stateraa ol
conditon el by ol dhere 2 currently enforceabihe lewe aht w0 ciTsel the recogic e amounts
and WO s sl I AeBlic on oa oot bass o W ovedhize the mssct and sofkl 1w I'i'gl.ulh_'-,-
simulfasentialy - Dhes o iol generalby the case with master serting agrcements, aud Ui ~claled asses
28 aalulifes are pisueted gress in the statement of condition

e m—

Sl o e

LT T T R T Fr oo
il o Rl i '.{..f-""-ﬂ{l'l&-lrhﬂ]' E: 0 s

{ o rande ratasp oMo B @



Bupk promis.- """"""""f'pﬁﬂlrt'-_-.i"ﬂ'_ﬂﬂfﬂlﬂﬂ

Rank preaizes, funisture, fixtures and BOUIpIRENT are ninaih measired ot s cost ol slared met of
trdamulited dapresiation and impaiment and eredst fosses, The gost of the asser consists of ity
St ion eost or prershase price and costs directly wiaribuiabic 1o bringing the sssel 1 o warking
Tomditien Fd !l.'!'..'.'ﬂiqﬁll Lk 1 nitemded s, Ehm.'ii'un"‘: after “he HEL O SO fe T T ik '-‘-‘['"i-ﬂ!.tﬂ"l‘, suih
a5 Leptics and piamenance ane narhakly charged 1o opererions ir the period i which the cost are
i.'!l:IJF':'t'ﬂ In .“-I!U;.“i'-':'“: 1 Ilh-rt i; (=1} 1."': l:-lm.lrr'_\ dfm{mﬂﬁl'ﬂ |h=: ]h[ ¢l|_|:|.¢!|d]!':"‘::.q hﬂ'n." "‘ﬁlllttd in an
inersase i the fulire ceonmmse denefils expected to be no ned fiom the usc of an item of bank
premises. mitice, fiviures and Syuipment bevond it originsliv mssessd stndurd of nerformge.
the expenditures we capimfized ag an additional sost of hanh premeses. furime, Baiers an
squInment

Wl st re ol or netired. theis cost, accumulared deprecistion and ey mpatrment in value anc

e TR maam
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Liierh and due from_bank ; el e iRl i
For purposes of reporting zash Mows, cash include cash and other cash itemns, amounts due from BSP
aad other hanks, : i v o e T e AT

Bamk premives, furniture, fixnares qud equipmeny

Bank premises. furniture. fixtures and equipment are initially measured at its cost and stated net of
accumulated depreciation and impairment and credit losses The cost of the asser consists of irs
Coslructio cost of purchase prise and costs directly atiribatable o bringing the asget to its working
comdition and location for it intended use, Expendifures after the assets have pul into operation, such
a8 repairs and maintenance are nermally charged to operations in the period in which the cost are
ingurred: In situations where it can be chearly demonstrated thar the ex penditures have resulted in an
increane in the fumme economic benefits expected 1o be obtained from the use of an item of bank
premises, furniture, fixtures and equipment beyond it originally assessed standard of performance,
the expenditures are capitalized s on additienal cost of tenk premises, furnitre, fixture and
eI ; ;

© When assets dre sold or retired, their cost, accumulated depreciation and any impairment in value are
gliminated from the accounts. The gain or loss on disposal ar retirement of an asset, which is charged

to tncome. is determined a5 the difference belween the sales proceeds and carrying amount of the
AS5el, : i

Depreciation is computed on the straight-line method and spread over the estimated useful Hives of the
assels. Leasehold improvements are amortized over the term of the Jease or the Hfe of the
improvernents whichever is shorter: The useful lives of properties are as follows:

Catﬂgl:rry. bR  Years

_F'Erhiihr:,ﬁﬂum.lnd.ﬂqiz’qmm B 2 A T EIERE , :. e

IT Fauipment L g T o : Ll
Building g R TP . il R T L R, i
I'ransportation eguipment el BT e N
Leasehpdd improvement e lv_lﬁ_ Ve i :
The cstimazed useful lives and deéprecintion method afe refiewed periodically to ensure that the
periads and method of depreciation are consistent with the expected panernh of economic benefits
fromm ilems of bank premises, furniture, fixhures and equipment.

Minot repairs and maintenance cost are expensad as incurred:, .signi.ﬁunt repewals and betterments
are capitatized. When assets sre sold or retired, therr cost and accumulsted depreciation snd any

impainment in value are climineted from the accounss and amy resulting gain of 1088 is included in the
eonsolidated statements of income,

This pecount includes real and other properties ackuired by the bank judicially or extra-judicially i+

senlement of luans for delinquent bomrowers. These properties are valued on the outstanding balance
of soans at tre time of foreslosure, o

I | FI. , (R S o . o
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Imierext incomm i 5o g o g
Interest on boans and receivables and ::thtr' inlérest bearing muﬂhm re mmmiﬂd based on 't]-.ru
accrual methiod of accounting using strmght-line method over the term of the loan. No interest is
seerued on past dae sccounts o accordance with Bangko Seniral ng Pilipinas r:gulm:ms terest

collecied in advance is smontized 1o sarnings hased on the terms of the loans.
Loan fees are ricogmized a3 earmed over the term nafthn eredit lines granted to each bu:rrnwn.

Service charges, fees and penaliiey

Service cherges and penalties are tecognized unly up-:-n mumm ¢|' mnud viﬁm ﬁm& I.n'- B

reasonanle degree of L|:r1:a-111:.r w10 ts cu:-llecllhlllq.-

Insgress expense on desoit abilities - I gyt O AR
Tnterest expense on deposi fiabihities is rhmgmud whtn mr:urm.'! ln;l 15 nmdul.lad l::n ﬁu dupn::m
AECOWATS O 4 r-:gulur brisis.
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