Summary of Significant Accounting Policies
2.3  Adoption of New and Amended PAS/PFRS

The Bank adopted for the first time the foliowing “ew PFRS, amendments to PAS or
PFRS, interpretation and annual improvements to FFRS, which are mandatonly effactive
for annual periods beginning on or after January 1 2020

a. Amendments to PAS 1, Presentatior of financial statements', and PAS 8,
Accounting policies, changes in accounling estimates and emors’ — Definition
of material

The amendments cdarify that obsconng information could reasonably
axpactad to influance dacisions of prm':]r;r users of general purpese financial
stateamants, which in affact i similar 1 omission or misstatement of thosa
ifformation. The reporting enfity as:z=sses materiality in the conlext of
financial statements as a whole. The 'primary users” also define as “existing
and potential investors, lender and o her creditors”, all of whom rely on
genaral purpose financial statements i cariving at decisions |

The adoption of foregoing amendments had no significant impact on the
financial statements.

b Amendments to PFRS 8, PAS 39 and PFRS 7 = Interest Rate Banchmark
Reaform

The amendmenis provide for relief on "edging relationships on interest rate-
based contracts that are directly affectied by the interest rate benchmark
reform. The reliefs have the affect that tne reform should not generally cause
hedge accounting to terminate. Further (he amendmeants sel out triggers far
when the reliefs will eand, which include the uncertainty arising from interest
rate benchmark reform no longer Being present.

The Bank assumed that the interest rate benchmark on which the hedged
cash flows and cash flows from the hecging instrument are bases will not be
matenally impacted as a result of interest rate benchmark reform.

¢ Amendmenis to the Conceptual framework

The revised Conceptual Framework introduces the following new/main
improvemants:

= definitions of an asset and a habliy, crtaria for including assets and
liabilities in financial statermants

« revised recognition criteria refer  explicitty to the qualitative
charactanistics of useful informalion

* consideration of the factors and tne cosl constraint is lkely to result in———
the selection of different meaasur 5 far different assets,: |

L

liabilities, income and expensas Bl -
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» guidance on when assels an. labiltes are removed from financial
statements

» coherent set of concepts. nol 0 increase or decrease the range of
assets and liabilties racognizer:

» describes what information measurement bases provide and explains
the factors to consider whan se 2cting @ measurament basis

» concepts on presentation anc disclosure, including when to classify
income and expenses in other . omprehensive income

The adoption of foregoing amencinents had no significant impact on the
financial statements.

Standards Issued but not yet Effective

Balow consists of standards and inlerpreta’ ons issued, which the Bank reasonably
expacts to be applicable st a future date Tr.: Bank intends to adopt these standards
whan they bacome effective. Except as o-herwise indicated, the Bank does not
expect the adoption of these new and am:anded standards and interpretations to
have significant impact on its financial stateents. .

a Amendments to PAS 1 ‘Presantation of financial statements, on
classification of liabilities beginning cn or after January 1, 2022 defermed to
January 1, 2023,

The amendments clanfy the folizwing to specify the requirements for
classifying fiabilities as current or non-curment

. What is meant by a nght to d&=r setflement;

. That a right to defer must axis' ot the end of the reporting penod,

»  That classification is unaffecied by the likelihood that an entity will
exercise its deferral nght;

. That only if an embedded dervative in @ convertible liability is itself an
equity instrument wouid tre terms of a l@ability not impact is
clagsification.

b. Amendments to PAS 16, Plant and Equipment - Proceeds before Intended
Use, affactive for annual reporting eriods beginning on or after January 1,
2022 and mus! be applied retrozpactively to items aof property. plant and
equipment made available for use on or after the beginning of tha sarliest
period presanted when the antity first applies the amendmant.

The amendments prohibst enbities daducling from the cost of an tem of
property, plant and eguipment ary proceeds from selling items produced
while bringing that assel (o the locetion and condition necessary for it to be
capable of operating in the mannor ntended by management Instead, an
entity recognizes the proceads from selling such items, and the costs of
producing those items, in profit or oss,
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¢. Amendments to PAS 37, Onerous Coniract - Costs of Fulfilling a Contrac!
effactive for annual reporting penods begirning on or after January 1 2022

The amendments specify which cosis .n entify needs to include whan
assessing whether a contract is onercus or loss-making. The amendments
apply a "direclly related cost approach’ [he costs that relate directly 1o a
contract to provide goods or services include both incremental costs and an
aliocation of costs directly related to contract activiles Genera! and
administrative costs do nof relate direct . o a contract and are excluded
unless they are explicitly chargeatle to the counterparty under the contract,

2.4  Foreign curency translation

Foreign currency transactions are accounted for anc  avalued monthly using the manth-
end closing rate published by the Bankers Asscc stion of the Phikppines.  Foreign
exchange differences arising from the revaluation are “harged to operations.

2.3  Eair Valye Measurement

The methods and assumpltions used by the Bank 1 estimating the fair vaiue of the
financial instruments include the following:

Cash and cash equivalents and shori-term inves ments — Carying amounts that
approximate fair values due to the relatively short-terrm maturity of thase insiruments

Debt securities — Fair values are generally based upon quoted market prices. If the
market prices are not readily available, fair values are estimated using ether value
obtained from independent parties offenng pricing senices or adjusted quoted market
prices of comparable investmenis.

Other financial assets and financial labilites - Since quoted market prices are not
raadily available, they are reported at cost

26  Financial assets and liabilities

Date of recognition

Purchases or sales of financial assets that require Jdelivery of assels within the time
frame established by regulation or convention in the marketplace are recognized on the
sefflement date. Deposits, amounts due to bans: and customers and loans are
racognized when cash is received or released (o the DOMOWEars.

Initial recognition and classification

The Banks financial instruments, including mvesimant securiies and loans and
raecaivables, are initially recognized at fair value. Exceot for financial agsets and financial
Habilities valuad at Fair Valua through Profit or Lose (FWTPL). The intial measurement of
financial instruments includes transaction costs. The Bank generally classifies o
financial assets in the following measurament cat;god :

invastmenis, and (3) financial assets at amortized cos:
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E. Withholding Taxes
Tha amount of withholding taxes paid/accrued for the sear amounted to:

Tax on compensation and benefits 438 635
GCreditable withholding taxes 823 384

Final withholding taxes
Final income taxes 163,371
Final withholding VAT == 1,634,062
3.057 452

26. Related Party Transactions

In the ordinary course of business, the bank has dep sits and other transactions in 2020
with its parent, Land Bank of the Philippines (LBF ), 5= follows:

Transaction
_ Amount

Due from other banks 32 364 961
Accounts Recelvable-Others 30,920
Deposit liability 2,004,000, 000
Accrued expenses 158 528,652
Accounts payabia-gthars 33643 547
PICS-common stock 428,902,000
Deposils for Stock Subscription 1.272.008,000
Interest income B1,018
Feas and Commission Expanse 85,327
interest expanse - 38 555,556

3,985 260 581
Breakdown of Accrued Expansas o o
Information technology 85,001,738
Managemant and other professional feas B4 201 155
Statioranes and Supples 1.481,702
FRepairs and Maintenanca 344 057
Interest Expanse R 4,400,000

158,528 632

27. Employes Benefits

Sick Leave Credils

Per existing policy, the cash value of the accu--ulated sick leave credits of the
employees can be monetized al a maximum o 15 days in excess of 90 days
accumulated sick leave credits within the year
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Employees Benefits. Plan Amendment Curtaime~t . Setflement

As of Dacember 31, 2020, the Bank already paitl = | etired employees pursuant 1o EO
No. 44 serias of 2017.

Effactive Fabruary 17, 2020, the Bank adopted a le=: and mean organizational structurs
where employees shall be new hires.

28.  Commitments and Contingent Liabilities

The bank is contingently liable for lawsuits or clair s filed by third parties, which are

either pending decision by the courts or under negal Jtions, the outcomes of which ars
not determinable at balance shest date.

29.  Basic Quantitative Indicators of Financial Performance

120 2019
N As restated
(In peicentage)  (In percentage)
Feturn on average equity 134 -102 8
Return on average assets 1.8 -8.5
Net interest margin o8 2.0
Risk Basec Capital Adequacy Ratic /8.1 19.6

30. Capital Management

The overall zapital management objective of the Bank 5 to create a more afficien capital
structure while ensuring compliance with externally im)i2sed capital requirements.

The Bank manages its capital by maintaining strong c-:dit ratings and healthy rsk-based
Capital Adequacy Ratio to support its business and . stain its mandate. Adusiments to
the Bank's capital structure are made in the light of ¢hiznges in economic conditions and
the risk characteristics of its activities. in arder to mamn:1in or adjust the capital structure,
the bank may issue capital securities. No changes wera made in tha objectives, poiicies
and processeas from the previous year.

3.  Reclassification of Accounts

Certain accounts in the financial statements wera reciatsified to conform with the current
years presentation
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31. Management of Risks Related to Financial inc uments

Cradit isk management

Credit risk is a possibility of a loss resulting from a bor wer's failure to repay a loan or
meet contractual obligations. Traditionally, ¢ refers to (ne risk that a lender may not
receive the owed principal and interast, which results in =\ intecnuption of cash fiows and
incraased cos!s for collaction.

The Bank is exposed to credit risk as lender, holder of s:curities and as counterparty in
trading activity

Management of Credit Risk

Credit risk management aims 10 maintain its risk axpos. 2 within proper and acceptable
parameters set oul in coniractual agreement,

The process involves the identification, measuremen: and monitoring of actual or
potental losses and implementation of appropriate =11 ssures by setting-up.limits to
cradit axposuras

The Bank also manages the credit risk inherent in the 1 ire portfolio as well as the risk
in individual credits or transactions and the comelation o ;redit risk with other nsks The
effective management of credit risk is a critical compone-! of a comprehensive approach
1o risk management and essential to the long-term succe: s of the Bark

The Bank manages credit risk through a structured sk management system and
structure, to wit:

Risk Managemant Systern and Structurs

The risk management framework at OFB is a top-down :rocess where all risk policies
and procedures are approved by the Board of Director: (BOD). The Board sets the
overall risk tolerance of the Bank that Is consistant wi its business plan, financial
strength and organizational capability.

BOD has created the Comporate Governance and Fisk Management Commitiee
(CGRMC), composad of five members of the Board, to o arsee  the implementation of
nsk management process that includes development of various risk sirategies and
principles, implementation of risk measurement tocls, onitoring risk indicators and
approval of nsk limits.

The Risk Management Office (RMOQ) is the direct suppor of the CGRMC in the day-to-
day identification, measuremant, monitaring and control of -isks. As an independent unit
reporing directly to the Board, RMO consults with business units in identifying.
measunng, and implementing risk management method: ngies and controls It assists
business and operaling units n measuring riskiretum fo b= '1er manage their fisk profile

Senior Management of OFB is also actively involved i i W, reviewing and

assessing differant risks being managed by the Bank thio Ydrious committees

The Management Commitiee ensures that all business o, gctiviel arejalign ;C::_Fl_ _u
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tolerance set by the Board. The Assets and Liabiline: Vianagement Committee {ALMC)
is responsible for ensuring that market and liquidity - <ks are adequately addressed on
long-term and daily basis.

The Lending Commitiee (LendCom) which has bec: delegated with credit authority
limits, reviews, approves / recommends loan proposals and credit policies to the Board

Infernal Audit provides another layer for independent check and balance to further
strengthen risk conlrols and compliance Internal Auc! ensures that risk-takers comply
wilh standards and established policies. It also =valuates the effectiveness and
adequacy of the Bank's risk management framework parficularly on its control
processes,

Legal Office has the primary responsibility of revicwing all Banks' documents for
completenass and enforceability under respecting legal jurisdiction.

Compliance Cffice overseas that the Bank is effectively managing compliance of
regulatory risk as prescribed by the Compliance \ianual. The same unit is also
respensible for the implementation of the Ant-Money | zundering Program.

To effectively monitor and maintain the quality of its |zan portfolio, the Bank conducts
annual qualtative and impairment review to assure proper loan classification and
satting-up of valuation reserves.

The Bank estimaled a total of P0.250 millien additional -redit losses as of December 21
2020 computed using Expected Credit Losses (ECL) IModel of parent bank, LBP with
total booked allowance for credit losses of P0.97 milion. For the same period, the
Bank's Non-Performing Loan (NPL) stood at P0.04 millon or 1 per cent of the total loan
portfolio of P3.327 million.

Cradit Risk Raling

The Bank adopls the industry-specific and borrower-:pecific credit risk scorings with
consideration on Single Borrower's Limit (SBL) rule.

In addition, the Bank shall also continue 10 use the excert-based credit rating system for
banks and financial institutions.

Credit Risk Manitoring

The Bank has continuously adopted a formal reporting system for the BOD and Senior
Management o be able to monitor the credit quality of ndividual and lean portfolio using
asset quality indicators such as past due ratio, NPL raiic, level of non-performing assets
coverage ratio and concentralion risk. Large exposurzs, breaches in regulatory and
internal hmits, potential credit risk, Directors. Officer: Stockholder and their Related
Interests loans, Related Party Transactions and complizce with Real Estate Strass Test
(REST) are intensively monitored by the CGRMC. The recovery of written-off accounts is
also within the radar of the OFB Board. CGRMC and Mazagamant.
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ECL assessmen! shall be applied to the following =xposLre:

Loans and receivables measurad at amortized cost

Investments in debl instruments that are measwed i amortized cost;
Investments in debt instruments thal are measur=: at fair value through cother
comprehensive income (FVOCI);

4 Cue from Bangko Sentral ng Pilipinas and Due from Dther Banks

LA b

Credit axposures follow the staging assessment:

= — i

Factor Stage Criteria
Age Stage 1 * Cument -
e One(1)twthry (30 cays past due
Stage 2 Thirty one (31) to noety (80) days past due
Stage 3 = Mare than ninefy (301 days past due {monthly
installments)

«  More than thity (30) cays past due (lump sum
payment, and quarts ¢, semi-annual and annual

. installments)
Obsarvable Stage 1 General economic and kel condiiors
Impasrment Stage 2 « Economic and marke! conditions adverse o the
Indicatars borrower

= Industry specific issi:s
Stage 3 Company-specific busin: s, operational and financial
s (PFRS 9 loss svents)
BSP Classificalion/  Stage 1 . {Prime)
{High Grade)
{Good)
(Very Satisfacton,
(Satisfactory)
(Watchist)
(EM)
(Substandard)
{Doutbful)
10 (Loss)

Slage 2
Stage 3

0~ 0 b Ly b

The Bank's exposures shall be further classified info the follow 1 stages:

Stage Characteristics _ ECL Assessmen|
1 credil exposures that are considered “performing” 2rd 12 minkh
with no significant increase in credit risk since inita
Lo __| recognition or with low credit sk bk Vol FcE e ::
2 cradit exposures that are considered “under-perforrmng’ lifatime

or mod yel non-parforming but with significant inceezse in
credit risk since inilial recognifion

3 cradit exposures with objective evidence o imparmont, lifatime
these are considersd as “non-performing”

The resull of the credit evaluation is usad as basis in agju=7ing credit lines periocically.
To efficiently manage credit exposures, collateral and othier W anmnmﬁ—m —1
axecuted with countarpanties whenever possible.
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The Bank monitors and reviews from time to tme the o - 4 practices and reporting, and
if appropriate approve credit policy changes and p. edures to ensure that credit
policies are appropriate and are being complied with. - scounts for write-off shall also
approved by the BOD.

The Bank prepares a monthly report on credit quality 7= summanzed below (in million
Pasos):

2020 2019
Medther past due nor impaired 3281 578
Past Due but not impasred o 452
Imnpaired - 0.038 2358
3327 3,356
Less. Specific allowanca for credit Iosses N 0738 ~ BAS

2588 2427

Colfateral and Other Credit Enhancements

The Bank adopts a cash flow lending principles and collzteral is not the primary factor in
granting credit. The required amount” and type ©° collateral and othér credi
enhancements to mitigate credit exposuras depeand prir iy on the results of the holistic
and prudent credit assessment. When needed. the 3ank diligently evaluates the
enforceability, realizable value and marketabiity of -t'ered coliaterals. The Bank's
Marnual of Lending Operations and issued policies povide the guidelines cn the
acceptability of loan collateral and maximum valuation for each type of collateral.

The primary collaterais accepted are Holdout on Depost=, Government Securities (GS)
Real Estate Mortgage, Chattel Morigage and eligitic guarantees. In the case of
agncultural and agriculture-related loans that are vulnerztla to the effects of climate and
weather disturbances, borrowers are encouraged {o avail of crop insurance guarantees
and othar ingurance mechaniams to protect them from Lhse rigks.

Tha Bank further classifies its NPL into secured and unsecured (in million Pasos)

2020 Per cent 2019 Per cent

Secured L 0 BGE ar
Unsecured Q.04 100 1,488 &3

0.04 100 2.358 100

Credil Stress Test

The Bank regulady conducts stress testing of individuz| large exposure and its lean
portfolio taking into account plausible risk events with igh probability of occurrence
Utilizing such scenarios with documented assumptions, tzsts are done to determine the
magnitude of impact on the lean portfolio, on the Crect Risk Weighted Assets, and
finally on the Commeon Equity Tier 1 (CET1) Ratic. Tre stress testing also includes
prescribed regulatory tests such as uniform stress test and REST. Likewise, various loan
portioiio assessmant and review are conducted to deter nine impact of a cerlain everl
and government regulation to the Farent's loar porioio B
Results of the stress testing, together with the conti- e
LendCom and CGRMC. "

5. are escalated fo |
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Risk concentrations of the maximum exposure o credi i

Concanirations arise when a number of counterparties a- engaged in similar business
activities, or activities in the same geographic region, or hive similar economic features
that would cause their ability to meet contractual obligatuins o be simiary affected by
changes in economic, political or other conditions

The Bank has astablished concrete guidelines and proc-dunres relative to managing,
montoring and reporting large exposures and credit risk concentrations in accordance
with the rules and regulations issued by the BSP

Owverall credit risk management oversight is a function o the BOD-level CGRMC. In
general, mitigation measuras on credit fsks are implemart: d at various levels.

As of Dacember 31, 2020, the Bank's qualifying capta covering credit risk is PBEG
million. Cn the other hand, the SBL is pegged at P224 mi i on for direct lending

The following shows the concentration of credit nsk by industry at the reporting date (in
milhon Pasos): :

- 2020 2018 _

Real Estate Activhes 0 1.171
Wholesake and Retail Trade 0 744
Salary-Based General-Purpose Consumption Loans 3327 268
Fublic Adm. and Defensa/Compulsary Social Sac. 0 258
Agricufure, Hunting and Forastry 0 250
Financial and Insurance Activities 0 28
Adminstrative and Supporl Service Activities i 177
Education 0 115
Constructon [t 70
Mining and Quarrying ‘.!I 74
Otniers a 168
3327 3256

Allpwance for Credit Losses s {0.738) {963]
) 2.588 2427

Cihers include the following Sector: Other Service Activiies, Arts, Entertainment and
Recreation, Manufacturing, Transportation and Storage Accommodation and Food
Service Activities, Water Supply, Sewerage and Waste Management, Motor Vehicle
Loans, Professional, Scientific and Technical Activities, H.man Health and Social Work
Activities, Information and Communication, Electnicity, (Ga:, Steam and Air conditioning
Supply and Activities of Extra-Temitorial Org. and Bodies

Marke! Risk

Market nsk is the risk that changes in interest rates. foreign exchange rates, equity
pricas, commodity prices and other market indicators which may affect the Bank's
income or valuss of s financial assets. The Bank use: mamk-lo-market and factor

sensitvity to manage risk on its securities portfolios EH




The Bank is exposed to market risk that originates pr: rily from its risk-taking activities
on fixed income investments in securiies and foreig- exchange effects. Transaction
limits are used to operationally manage market neks

Treasury market nsks originate from its holdings of det' securities mainly as complianca
to liguidity reserves for government deposits, Further it classifies its debl securities
exposures under trading and non-trading portfolios.

The Bank uses a combination of stress testing, CET 1 ratio and capital metrics 1o
manage market nsks and establish imits. The OFE 80D, CGRMC and ALMC, defins
and sat the various market risk limits for each treasury portfolio. The Electronic Business
Unit manages the lguidity and reserve positions, coducts risk-taking actvities and
seeks approval from President and CEO.

The Bank also adopts the following staging assessman’ for its ireasury exposures based
on external rating:

Stage 1 - investment grade

Stage 2 - downgrade to speculativeinon-nvestment grada; rigk ratings downgraded by !
at least two rating grades

Stage 3- default

As of December 31, 2020, remaining GS classified uncer FVOCI with average yield to
maturity of 3.5 per cent registerad an unrealized gain/ma i-to-market gain of P1.5 million
for a P50 million portfolio,

Market Risk Measurement

Treasury portfolio is messured al mark-lo-market 1o measuré market rigk in the books
under normal conditions.

Liquidity Rigk Management
Liquidity Risk Management (RM) Framework

Tha Bank's Fgquidity RM process is consislent wilth ile genaral RM framework covering
risk identification, measurement and analysis. monitori~g and control. The Managemen!
through the ALMC is responsible for the impleme-tation of sound policies and
procedures keeping in mind the strategic direction and risk appetite of the Bank The
basic hquidity policy of the Bank is to mairtain fund availability at all imes and hence, to
be in a position to meet all of its obligations, in the norma course of business.

The Bank considers liquidity risk based on market and tunding liquidity nisk perspectives.
Markei hquidity risk refers o inability to unwind posiions created from market
exchanges and counterparties due to temporary or permanent factors. It is the nsk that
the Bank cannot easily offset or aliminate a position =1 the market pnoe bacausa of
inadequate marketl depth or through market disnuption.

Market liquidity risk is also associated with the probabity
have a significant effect on market prices in markets Lhat
ligudity risk perspactiva is captured through stross tasi ng or



Funding fiquidity risk is the risk that the Bank wil not be zble to meet efficiently both
expected and unexpected currert and future cash flow nnd colateral needs without
affecting either daily operations or the financial condition - he Bank. It occurs from the
mismatch of asset, lability, exchange contract and conto jent commitment maturities.
Funding liquidity risk is being monitored and controllec hrough the classification of
maturities of assets and liabditias over time bands and across functional currencies as

reflected in the Liquidity Gap Report (LGR).

The Bank's Board exercises oversight through CGRMC and has delegated the
responsibility of managing overall liquidity to ALMC. The A LIMC and Electronic Business
Unit (EBU) are responsible for the daily implementatior and monitoring of relevant
variables affecting liquidity position. The EBL presen: to ALMC the asseis and
liabilities position on a regular basis where ALMC recommands measures to promote
diversification of its liabllibes according to source. instrument and currency to minimize
liquidity nske resulting from concentration in funding =o_rces. The Bank performs a
comprehansive lquidity ek measurement and control using LGR.

Liguidity Risk Measurement Models

The Bank conducts liquidity gap analysis using the LGR. T his nsk measurement tool is
used in dentifying the cument liquidity position and the Bank's ability to meet future
funding needs. |l calegorizes balance sheet flems according to estimated maturities of
assets and liabilities in order to determine any future mism =tch such as long-term asseis
growing faster than long term liabilities.

Financial ratio analysis is another liquidty risk measursirent tool that caleulates and
compares liquidty leverage ratios derved from inform:z'on on financial statements
against set iquidity/ leverage limits.

The following table sets out the liquidity ratios as of Decemuer 31, 2020.

Ligud Assets (Cash and Due From BSP/ Local Berk | P3.,395520150 |
Government Securities)

o

 Financial Ratios: ]
quun:l Assets to Total Assets 83%
| Liquid Assets to Total D Deposits _ 133%
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Miscellangous asgets

The account consists of various security deposits and 2 /ance rentals of building and
utilities transferred from the closed branches This accou: alse includes the amount of
P2 568 milion resulting fror the payments of quarterly income tax of pricr years which
was recorded under Deferred Tax Assets account in Cy 2018, However, the year-end
operations resulted in a loss. Said amounts shall be app/ed in the future payments of
income B

16.  Deposit Liabilities
This account is composed of the following:

2020 2018
Domastic:
Savings deposits 2555044 367 3,044 711618
Time certificate of deposits 2012 17,732,502
Foreign;
Savings deposits 630,691 B18 540
Time cartficate of deposits 87,187 256,627

226,674,267 3.963.516,287

Domestic deposit liabilities eams annual fixed interest rate: ranging from 0.05 to 1.5 per
cent and 0.25 to 4.25 per cent in 2020 and 2018, respec: valy, Foreign deposits range
from 0.05 to 0.75 par cent and 0.15 to 0.5 per cent in 2020 and 2018, respectivaly

17.  Acerued Expenses
This account represents:

al2a 2019

s L s T TR . -
Management and other professional fees 9+ 728,305 63,526.110
Information technology 6 335,130 0
Accrued interest expansa in financial liabilities ' 588,628 14,801 626
Other taxes and licenses . 478,79 1,829 364
Security, cerical, messengerial and janitorial . 265,201 12610821
Fringe benefils 1 374,260 137,263 820
Rent 553,800 527 533
Power, light and water ATETAT 728273
Repairs and mainienance 426,815 30 085
Postage, telephone, cables and telegrams 178,118 670,621
Salaries and wages 121,508 311,053
Fuel and lubricants 35,239 B2 961

Others L EerSe—— 508 TSR —

174 !@ CH 287 681833 :

(CERTL ¢ 1PY
{ ﬁ.TT"r: CEE ﬂ-\ﬂ; X

L R FCIR

WS

S ——— |




Bt s L

Others include accruals for intemet connection and = osscripions, PDIC Insurance.
offsite storape sendces, disasier recovevy olocad v @il gervicEs, prevenfive
mamntenance services for data center's UPS, air conditicring units and ATM units, card
embossing services, travelling expenses, rental of PCSC with PPC Baguio, photocopy
charges, advertising expenses, membership lees and repr=sentation expenses.

The accrual as of December 31, 2019 includes the P73 16 million employee banafits
representing the Early Retirement Incentive Plan (EFiP) per EO. 44, dated 28

September 2017. As of December 31, 2020, the remaining accrual on ERIP is P1 24
million.

18.  Other Liabilities

This account comprises of:

i

2020 2019
o - As restated
Accounts payable - others 41,982,784 16,991 780
Sundry credits 7,054,066 871,229
Unclaimed balancas 3,388 881 3,388 861
Ciue to the Treasurer of the Phil. 851,205 851,205
Withholding tax payable 107,022 250,450
555, PHIC, Employee Compensation and
Pag-ibig Fund Payabie 72,968 416,077
Unearned income and other deferred credits 0 68898524
Miscellaneous liabilities _ 101,489 298,591

53538415 51947157

The Accounts Payable - others account repragents unpaid obligation to LBP
overpayment on loans pending refund, loans raymen! pending posting, contnbutions
payable to BIR, S8S, PHIC, Bancnet, deliverad items of supplies and equipment not ye!
paid and others,

Unearned income relates to loans and recaivable accour's that was approved by the
Boeard for reversal in 2020,

15.  Capital Stock

The Bank is authorized to issue 10,000,000 ehares - P100 par value of which
10,000,000 shares amounting to P1 billion were fully paid =~ issued.

Four million four hundred thousand (4,400,000) shares we = issued and were fully paid
by Philippine Postal Corporation (PPC) amounting to P440 milllon Additional issuance of
1,310,080 commaon shares of stock for the National (Goverrent was made by Philippine
Postal Savings Bank, Inc. (PPBSI) cormesponding 1o the latest appraised value of parcs

of land where Head Office is situated per Board Resolution o, 2014-1 WJune 10

2014. These shares were then approved for transiar to Lyar  of the Philippines -
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{LBP) on October 10, 2017 per PPC Board Resolutio- 10, 2017-147 in compliance with
Executive Order no. 44, dated September 28, 2017

The Board of Directors of the Bank, through Beard Re-olution No. 2011-274, approved
the issuance to the Republic of the Philippines of comr -n shares of stock with par value
equal to the cash balance of the Project Dagdag Reg. ar Income Via Entrepreneurship
(DRIVE) Fund, a microfinance program for the transpo-t sector, amounting to P249 24
million or equivalent to 2,492 348 shares last 2011 The National Government consantad
to the treatment of the Fund as capital in the books of 2PSE per memaorandum from the
Executive Secretary of the Office of tha Prasident of the “hilippines dated December 16
2011

On September 28, 2017, the President of the Philippinc:, through Executive Order (EQ)
No. 44, directad the Bank to return to the National Treas ry (NT) the balance amounting
to P249.23 million from the previously released P500 million to fund the Project DRIVE
Fund.

Cn January 13, 2018, pursuant to EO 44, the Bank trarsferred to the NT the amaunt of
F245.23 million which is the equivalent value of the Capital Stock issued for the
remaining balance of the Project DRIVE Fund

On July 6, 2018, the LBP subscribed and pad four million two hundred eighty-rine
thousand nine hundred twenty (4,289 920) shares amoL-ting to P428.99 million.

EQ No. 44 series of 2017 provides that “In order tn strengthen the capital base of OFB
and enable the same to attain its primary agenda of <& sicing the varous financial and
banking needs of overseas Filipinos, the LEF is hereb, -irected to infuse the necessary
capital to OFB"

Relatedly, at the respective meetings of the stockholder: and Board of Directors heid on
May 18, 2018. approved the increase in the authorized -apital stock from P1.0 billion to
F3.5 billion divided into 30.0 million common shares wih a par value of P100 per share
and 5.0 million preferred shares with a par value of P10< per share.

In January and December 2019, the parent bank, LEF . ontributed cash of PS00 million
and P772 million, respectivaly, and recognized as deposi for stock subscription

The Bank received the endorsement by the Governmen' Commission on GOCCs on the
proposed increase in capital stock which was also filed =nd approved by the Secunties
and Exchange Commission through issuance of Cerific ate of Approval of Increase of
Capital Stock from P 1.0 billion divided into 10.0 milion shares of the par value of
F100.00 each, to P3.5 billion divided into 30.0 million cor-mon shares of the par value of
P100.00 each and 5.0 million preferred shares of the r=r valse of P100.00 each, and
Certificate of Filing of Amended Articlas of Incorporation o ated March 18, 2021

CERTI ﬂfkhr- JPY

ATTY. CE:
| ORI T f
L . il L iy




e ] 1 5 -

20. Retained Eamings Deficit

In consanance with PAS 8, the balance of this account as of December 31, 2018 was
restated for prior period adjustments. The aclustments principally relate to
reclassification of various accounts, recognition of expensaes and the reversal of mcome.

Details of the restatemant of Retained eamings of th: Bank as December 31, 2076 are

as follows:
Partic ulars T Credit  Balance

Retained earn as of January 1, 2019 before
et e Ings, (726,808,000)
Adjustments

Reversal of various expenses o 72,804 042 72 804 Ba7
Retaned earnings as of January 1, 2019, as restated (653,901 058)
Met loss for CY 2018 before restalement (609,274 581)
Adjustments.

Compensation and Fringe Benefits 438,170

Rent 317,833

Becurty ssrvioes a7y .eog

Management & Other Professional Fees 205,755

Power, Light and Watar 103,166

Postage, Tel, Cables and Telegrams 458,088

Information Technology 026, 704

Repairs and Maintenance 35 443 180,348

Depracation -BPFFE {1724

Fees and Commissions (PCHC| 1224

40 1 3,033,177 2632010

Net loss for FY 2019, as restated = (606642 571)
Fetained mﬁﬂluﬂ December 31, 2015, as restated (1,260 543.624)

The eflectz of these restatements in the financial statements as of and for the year

encded Decembar 31, 2019 are summarzed below

o As Previously  Effects of

Reported _ Restat ; As ﬁtnta_uu
Changes in the Statement of
Financial Position
Assals
Lcans and Faceivables - net 2417 557,12 104 B854 2417751875
Property and Equipment - net 165 8953 155 314,403 166,267,502
5 500,257
Liabilities
Accrued Expanses 333.425.087 (75,743.264) 257 881 833
Other Liabilities 91,231,587 715,589 51,947 156
(75,027 89E)
Equity
Retained eamings deficit {1.336 080.58" 76,636,962 (1,260,541 620)
' 509 257
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