 AsPreviously  Effects of

Reported  Restatement 3 Restated

Changes in the Statement of
Comprehensive Incoms
Compensation and fringe benafits 91,418,310 (438,170) 90,982 140
Cepreciation and Amortization 31,750,845 8724 31,200 889
Rent 17,137,411 (317.833) 16815478
Miscellaneous expanse 248,741,275 (18B7,831) 246853 544

_Lw?m 11
Met {2,832 010)

21.  Other Comprehensive Income [Loss)

This account consists of Unrealized Gains/Losses on FVOCI Financial Asseis
representing the gains and losses from mark to market valuation of FVOC! securities
which is bookad on a daily basis and the Cumulativi Foreign Currency Translation I
representing the foreign exchange differences ansing fr2im the revaluation of the foreign
currency assets every end of the month using the mont--end closing rate mbhshed by
the Banker's Association of the Philippines.

22. Miscellaneous Income
This account includes the following:

2020 2018
Rental income 51,717 427 135
Peanzities on past due loans/amortizations 4] 28,584 018
Recovery on charged-off assets 0 823,152
Gain from sals/derecognition of non-financial assets 0 11087514
Other income 246,258 3,584 772

287,975 44 596 552

23.  Other Operating Expenses
a. Compensation and fringe benefits

—

2020 2019
_ ] o As restated
Salanes and VWages 8,732,185 59,081 675
Fringe Benefits 715,232 24 492 777
Government Contribution 388,205 3.870,982
Other compensation and banafits = 1,530,218 3,535 696
8.365.840 80,982 140
i b ' i I
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b. Provision for probable losses

2020 2018
Loans to Individuals for Consumption Purposes 250,182 28511213
Loang to Private Corporation 0 187296741
Small and Medium Entarpriga Loans 0 76896099
Agrarian Reform and Other Agricultural Loans 0 22M7.M5
Other Agsats . 50,063,658 35685000
- 50313850 360410668

c. Depreciation and amortization

2020 2019
______ 3 As restated
Bank Pramses. Furniture, Fixtures and Equipment 4901772 7.631.745
Investment Property 0 20033510
Other Intangible Assets s 2209854 3535414
ERE= = o 7,201,626 31200660
24,  Miscellaneous Expenses
This account is composed of:
2020 2019
As restated
Information technology 52,472,162 26,870,773
Management and other professional fees 44 423,825 50315678
Documentary stamps used 23,538,011 38,130,238
Security, clerical, messengerial and janitorial T.882.443 27,048 432
Insyrance 5,523,067 14,231,145
Fees and commission 5.430,337 1,730,601
Power, light and water 2,460,803 8. 295473
Stationeries and supplies used 2,080,780 6,211,303
Impairmeant loss 1,037,811 13,018,275
Postage, telephone, cable and telegram 955,910 7,969 686
Representation & entertainment 691,158 4 730,768
Rapairs and maintenance 654 274 4 B3G, 736
Maembarship fees and dues 251,720 840,053
Fual and lubricants 247 380 1.080, 268
Litigation expense 123,098 5 587 880
Travelling expense 70,586 1,615,084
Advertising and publicity 62,720 T4 475
Ferodicals and magazines 740 73.543
Loss on financial assets held for trading 0 20,664,704
Supervision fees 0 2,054 750
Fines, penalties and other charges 0 339,052
Donation and charitable contributions , o s ———
Other expenses 2,342 5B A NS I,
822 246,853 544 /L0 AN
CERTIL KL\{ = GOPY
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25.  Income and Other Taxes

Under Philippine tax laws, the Bank is subject to percetage and other taxes as well as
income taxes. Percentage and other taxes paid consist principally of gross receipt tax

(GRT) and documentary stamp tax (DST)}

Income taxes inciude the corporate income tax and fina' taxes paid at the rate of 20 per
cenl, which is a final withholding tax on gross increst income from government
securities.

Interest allowed as a deductible expense is reduced ' an amount equivalent to 33 per
cent of interest income subject to final tax.

Summary of taxes paid during the year

. DRSS 2019
Documentary stamp taxes 23,538,031 38,130.238
Final income taxes (1602) 163,371 21,481,108
income taxes on compensation (1601C) 438 B35 * 3816,087
Percentage taxes (2551M) 3,553 481 5,835,506
VAT & other parcentage taxes (1600) 1,634,082 2,070,778
Craditable income taxes (1801E) 823,384 1,404 573
Annual registration ; 500 500

30,150,464 72,538,790

Supplemental Information Required under Revenu: Regulation No. 15-2010
Frasented below is the supplementary information which is required by the Bureau of
Internal Revenue (BIR) under its existing revenue reg. ation to be disclosed as part of
the notes to financial statemeants.

a Documentary stamp tax

The documentary stamp tax (DST) on lean instrument: and other transactions subject
thereto for the tax pariod 2020 are as follows:

___ Documents/Transactions o o ‘DST Paid
Certificate of time deposits/Other deposits 23,539,031
23 530,031

b. Other taxes and licansas

In 2020, Taxes and licenses presented as part of "Cther Dperating Expense” accounts in
the statement of comprehensive income includes the Tollowing:

Local taxes 10,500
MNational
BIR annual ragistration : — e
Percentage taxes (2551) ) ovE 3563 4By oD i
. = T T L e e =yt
| E»—- 2 3584 481 .
. . Ei__i- | il K L\r :._IGPY
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The Bank classifies its financial agsets under the "/ owing categones:
a. Financial assets at Fair \Value through Oth: - Comprehensive Income

These investments are measured at fair value through other comprehensive
income that meets the following conditions

i, the Financial Asset is held within & business mode! whose objectve is
achieved by both collecting contraciual cash flows and selling financial
assels, and

n. the contractual terms of the financia 1ssel give rise on specified dates 1o
cash flows that are solely paymenis o' principal and interest on the principal

amount outstanding
b. Fi | air \Value through Prof® or Loss

This refers o the debt and equity securites held for trading that are measured at
fair value through proft or loss that the company may, at inhal recognition,
irmavocably designate as such to eliminale or significantly reduce a measurement
or recognition inconsistency: The financial 3ssets are:

. acquired principally for the purpose of selling or repurchasing them in the
near term; or

i, part of a portfolio of identified securitizs that are managed together and for
which there s evidence of a racent actual pattern of short-term profit taking.

. Fi ' amodrti cosi

The financial asset shal be measurec at amorlized cost if the follewing
conditions are met.

| The financial asset is held within a bus 258 model whose objective s to hold
the financial assats in order to collect contractual cash flows, and

fi. The contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments o principal and interest on the principal
amount outstanding.

This reprasants loans and receivables, due fraom BSP, due from other banks_ and
securities under agreament to resall.

The financial labilities are classified as financial liabilities at FVTPL and financial
liabilities at amortized cost. Under PFRS 2 (he classification and measuremert of
financial assets is driven by the entity's businzss model for managing the financial
assels and the contractual cash flow characlaristics of the financial assets

Determmination of fair value

The fair value of financial instruments traded naﬁivummhﬂ:aime statement of
financizl position date is based on their guoted marxet price or dealer

the absence of an available current bid or asking
transaction is usad bacausa it provides evidence of

R

of the most recent |
fair value as Jnng m -
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there has no signficant change in the sconom: circumstances since the time of the
transaction. For other financial instruments not (sted in an active market the Bank
determines far value using relevant valuation mocess.

27 Impairment of Financial Assels

The Bank determines at each reporting date if ih2re i8 objective evidence fhat assets
may be mpaired.

Financial assets al FVOCH

The Bank opled to apply the impairment recurements for the recognition and
measurement of loss allowance for PVOC! invesiments. The said allowance is to be
recognized in other comprehensive income and will not reduce the canrying amount of
the financial asset in the statement of financial pos tion.

Financial assets al amotized cost

The Bank calculates the allowance for credit Io3sas by considering on a discounted
basis the cash shortfalls it would incur in various “efault seenarios for prescribed future
periods and multiplying the shortfalls by the probabilty of each scenario occurnng. The
allowance is the sum of these probability weighia- outcomes. Because every loan and
receivable carmies with t some risk of default s.ery such asset has an expected oss
attached fo it - from the moment of its arigination - acquisition.

The Bank recognizes in profit or loss, as imparment gain or loss, the amount of
expected credt losses (or reversal) that is reguire: to adjust the loss allowance at the
reporting date to the amount that is required to be recognized in accordance with PFRS
5

Uncollectible loans are written off against tha ‘clated allowance account for lnan
mpairment. Such loans are written off afier all |he necessary procedures have been
completed and the amount of loss has been determined. Subsequent recoveries of
amounts previously written off are recognized is deductions to provisions in the
statament of comprehensive income.

The Bank measures expected credit losses of a finsncial instrument that reflects

@  an unbiased and probability-weighted amourt that is determined by evaluating a
range of possible outcomes;

b the time value of monay. and

€. reasonable and supportable information tha' s available without undue cost or
affort at the reporting date about past events current conditions and forecasic of
future economic conditions "

The maximum period considered when measuing expected credit losses is ihe

maximum contractual period (including extension opbons) over which the entity s
exposed to credit risk and nct a longer period, even if iod-; Sl
with business practice. i




Investment Property, Property and Equipmen! and Cinar Assels

Whera @n indicator of impairment exists the Hank makes a formal estimate of
recoverable amount. Where the carrying amount ¢/ an assst exceeds its recoverable
amount, the assat is considered impaired and is writl2n down to its recoverable amount
Recoverable amount is the higher of its fair market value lkess cost to sell and its value in
use. Value in use is the present value of the future cash flows expected to be derived
from an asset. The impaiment lose on non-revalue: asset is recognaed in the profit or
loss and an alowance account is set up to reduce the camying amount of the asset

28  Investment Property

These are genarally land and bulldings acquired by (e Bank either through foreclosure
(legal proceedings initisted by the Bank to acquire e collateral securing the loan of ihe
defaulting borrowers) or dacion en pago in settizment of loans and advances of
defaulting borrowers, or assets acquired through the /mplementation of an execution of
attachment of real properties in seftlement of the Bank's deficiency claims against
defaulting borrowers (legal proceedings inilialed by the Bank in case there are shll
deficiency claims after all the underlying cclaterals of the borrowers were
judicially/extra-judicially acquired by the Bank). These assets are being held uniil such
time that these are readily available for dispositicn and are reciassified 1o Non-Current
Assats Hald for Sale.

Investment property is measured at cost less sccumulated depreciation and any
accumuiated impairment losses.  Straight iné Mzl 0d was being used in depreciating
the properties over 10 years usaful lives.

Expenditures such as repairs and maintenance ar: charged against cperations in the
year in which the costs are incumred. In situations wnere it can be clearly demonstratad
that the expenditures have resulted in an increase in the future economic benefits
expacied to be obtained from the use of an item of acquired assets beyond its ongmnally
assessed standard of performance, the expendiiures are capitalized as an additional
cost of acquired assets held for sale.

28 Propedy and Equipment

Property and equipment including lsasehold improvements are staled at cost less
accumulated depreciation and amortization and any impairment in value. Depreciation
is computed based on a straight-ine method net of 10 per cent residual vaive of
acquisition cost over the estimated useful lives of the related assets as follows:

Number of Years

Building 10 - 20
Furniture, ficures and aquipment 5-10
Leasahold improvemants 5 (maximum)
Transportatonequipment 5
Impairment is only recognized when there 1= substantial evidence of the decline In the
value of the proparty and squipmant. t At R T
_HGM‘-' i ; R ) 4 B
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The cost of leasshold improvements is amortizeo ver the term of the lease or the
sstimated useful life of the improvements not excee ng five years whichever is shorter
Minor expenditures for replacement, maintenance ar| repairs are expensed as incurred.
Major rencovations and improvements that will extend he lffa of tha asset are capitalized.

Properties that are no longer needed or uneconar cal to maintain are disposad of in
accordance with the existing guidelines on disposal The cost and the related
accumulated depreciation and amortization of the o «posed assets are derecognzed in
the books and any resulting gain or loss is credited o charged to current operations

210 Non-Current Assets Held for Sale

The Bank classifies a non-curent asset as held for sale if its camying amount will be
recovered principally through a sale transaction rathir than through continuing use. The
asset must be available for immediate sale n its presant condition subject only 1o lerms
that are ususl and customary for sales of such assets and its sale must be highly
probable. For the sale to be highly probaole, the appropriate level of management is
commiited to @ plan to sell the assets and an active program to locate a buyer and the
plan has been initiated. Further, the assets are activ:ly marketed for sale at a prics that
is reasonable In relation to its current fair value. Evens or circumstances may extend the
period to complete the sale beyond one year. An exiension of the period required Lo
complete a sale does not preclude an asset from bring classfied as held for sale @ the
delay is caused by events or circumstances beycnd the Bank's control and there is
sufficient evidence that the Bank remains committed o its plan 1o sell the asset.

Non-current assets classified as held for sale shoud be measured at the lower of its
carrying amount and fair value less cost 1o sell The Bank recognizes an impairment
loss for any initial or subsequent write-down of the asset to fair value less cost io sell

These are receivables from assets acquired in settiement of loans through foreclosure or
dation in payment and subsequently sold on insia iment basis whereby the tiie to the
said properties are fransferred to the names of 172 respective buyers only upen full
payment of the agreed selling price. These are racorded initially at the value of the
instaliment receivables due from borrower. Discounts are accreted over the life of the
SCR by crediting interest income. Any difference baoween the present value of the SCR
and the derecognized assets shall be recognized in profit or loss at the date of sala in
accordance with the provisions of PFRS 15 Revenue from Contracts with Customers

212 |niangible Assets

Intangible assets reprasent costs of software licenzes and cost incurred directly in the
development and maintenance. These are measurcd at cost and amortizad based on &
straight-line method with an expected maximur useful ife of 10 years. Costs
associated with developing or maintaining compute: software programs are recognized
as an expense as incurred Cost that are direct'; associated with the production of
idantifiable and unique software products controli d that will probably
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Diract costs include software licenses, software de. -lopment, employee costs and the
ralated overheads.

213 Leases

The leases entered into by the bank are primarily ope -ating leases. The payments made
under operating lsases are recognized as an axpe:2 on a straight-line basis over the
period of the lease. The Bank leases the premises «f its 3 branches (Cagayan de Oro
Baguio and Dagupan) from Philippine Postal Corporation (PPC), its former mother
corporation, for periods ranging from five to 10 years renewable upon mutual agreement
of both partes. The costs of renovations effected -y the bank on PPC premises are
charged against future rentals payabile.

The Bank leases the premises occupied by its provincial branches. The terms of these
contracts are renewable at the mutual agreement of both lessee and lessor. Vanous
lagse cortracts contain escalation clauses In 20:] and 20189, rent expenses were
included in the statement of comprehansive incomz amounting to F3.67 million and
P18.82 milion, respectivaly.

When an operating lsase is terminated before tn2 lease period has expired, any
payment required to be made to the lessor by way of penalty is recognized as an
expanse in the period in which termination laxkes plac:

Future minimum rentals payable under non-carceliable operating leases as al
December 31, 2010 are as follows.

Within one year 1,573,264
After one year but not more than five years 263,648
1,836,912

Due to the closure of branches in 2018, the Bank assessed thal the impact of adopting
PFRS 16 was insignificant.

Z 14 Recognition of income and Accounting for Expenges

Interast, other income and expenses are recognized on accrual basie, except for those
loan accounts, which are adversely classified consistent with the guidelines of the BSP.

3. Significant Accounting Judgments and Estmates

The following are the crifical judgments and kev assumplions that have significant
influence in the carrying amounts of assets and liao| ties:

3.1  Opefsating leass commitmants

The Bank assesses at contract inception whether 3 confract is, or contains a leasa A
contract contains a lease # it conveys the right 1o control the use of an identfied asset
for a penod of time in exchange for consideration: |t applies a singla re i
measuremeant approach for all leases, excapl for shor |
value assets. Also, the Bank applies the shost terg
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recognition exemptions to its lease of branch o - nises with remaining lease term which
are non-cancellable when they ceased operatior:. The Bank has no leasa liabilities and

Right of Use Assets recognized.
3.2 i and L4

The Bank reviews its loan portfolic to assass impairment at least annually or es the need
arises. In determining whether an impaiment 1223 should be recorded in the books, the
Bank makes judgment as to whether thera is ar , observable data indicating thal there is
a measurable decrease in the estimated fulure cash flows including information
indicating that there has been an adverse cha ge in payment status of borrowers. or
national or local economic conditions that correla 2 with defaults on assals.

The Bank estimated a total of PO.25 milbon adcitional credit losses as of December 31,
2020 computed using Expected Credit Losses I odel of Parent Bank. Net carrying value
of loans from customers stood at P2 357 mion, net of allowance for credil losses
amounting to PO.97 million.

33  |mpairment of FVQC! investments

The Eank considers FVOCI investments as im ;- sired when there has been a significant
or prolonged decline in fair value [market .alue) below it carrying amount The
determination of significant or prolonged decl e in fair value requires judgment in
making this judgment, the Bank evaluates amcng other factors, the normal volatility in
pricas. Impairmment may also be approprate whan there is evidence of detericration in
the financial health of the Investee Company, ni-ustry and secior performance. changes
in technology and oparational and financing cas!” flows,

34  |mpairment of Property and Equipment /T ther Assets

Assets are reviewed and tested whanever there is indication of impairment at least
annually. Impairment of asseis requires estimaias and judgments through the use of
certain tools/devicesfactors/market data/exieting conditions.

Management determines the estimated useful | .es and related depreciation charges for
its property and equipment. The Bank will increz=e the depreciation charge where useful
ves are less than previously estimated, or il will write-off or write-down technically
obsolete or ilems that have been sold.

4, Fair Value Hierarchy

These levels are based on the inputs that are Lzed to determine the fair value and can
be summarized in:

Level 1 - quoted prices in active market: for identical assats or liabilities
Level 2 - inputs other than quotad prices ncluded in Level 1 that are obsarvable
for the asset or liability, either reclly (as prices) or indirectly (derived

frmﬂprm} s KN
Level 3: inputs thal are not based on obs Mdﬂhnrunnb&mma& "x.': !
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5. Cash and Cash Equivalents

This = broken as follows:
B 3 ~ MNote 2020 2019
Cash and other cash items 0 265 041
Due from Bangko Sentral ng Pilipinas &  2475,820,036 1,834 723024
Due from other banks T 32,364,861 B0.518.088
Loans and receivables arnsing from
RA/CA/PR/SLE 8 535828167 247 5487214

2 344 013,164 2,143,055 367

B. Due from Bangko Sentral ng Pilipinas

This account consists of the following deposite/plzcement accounts which the bark
utilizes in its clearing operations and reserve reguiramants of the Bangko Sentral ng
Pilipinas:

2020 2019

Tarm daposit account ' = 0 1,500,000,000

Cemand deposit account 8,820,036 162,723,024

Owernight deposit account ___2.397,000,000 172,000,000
Z 476,820,038 1,834 723,024

7. Due from Other Banks

This account represents demand deposit accour! shortterm investments in special
savings deposits and premium savings account deposited with the Parent Bark:

o 2020 2019
Land Bark of the Philippines 32,364 061 50.518.088

8. Loans and Receivables Arising from Repurchase Agreements (RA)/
Cartificates of Assignment (CA)JParticipation with Recourse (PR)/
Securities Lending and Borrowing (SLE)

This pertains to loans arising from repurchase sg-eement with Bangko Sentral ng
Pllipinas amounting to P835.828 milion and Fi<’ 548 milion in 2020 and 2018,
respectively.
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9. Fair Value thru Other Comprehensive Incone

This account is composed of:
o 2020 2019

- As restated
Investment in Treasury Bills/Fixed 51,506, 686 48,087 121
Treasury Motes purchased from Securty
Bank Comp.
Investment in QUEDANCOR Bonds 50,000,000 30,000,000
Allowance for credit losses = '30,000,000)  (30.000,000)

131,506,886 48,087,121

The investment in QUEDANCOR bonds amounting 1o P30.0 million with allowance for
probable losses of the same amoun! was recorc:d initially under Unguoted Debt
Securities Classified as Loans (UDSCL) and subsequ ntly reclassified to Miscellaneous
Assels account in 2018 in accordance with BSF Ci:ular No. 1011 dated August 14,
2018 and to FVOC!| account in 2020 with restatern:nt in 2018. This investment was
made for the Bank's Agri-Agra comphance which 15 now under negotiation for the
replacement of QUENDANCOR Restructured Notes

10. Loans and Receivables - nat

This account consists of;

2020 2019
As restated

Loans to Private 0 1564712484
Small & Madium Enterprises 0 530657960
Consumption loans 0 287403673
Contract to Sall 0 402 861,900
Agrarian Raform & other Agncultural Loan 0 345004 230
Leoans to Government 0 173,715 886
Loans to Individuals for Housing Purposes i 44 343 072
Loans to Indnviduals for Other Purposes 3,327,244 38,078,608
Microfinance Loans 0 8,931,734

3327 244 3 395 7T09 647
Allowance for Logses _ _ (970,134) (977857672)
Net of Allowance . 2357110 2417751875

In January 10, 2020, the Bank transfered the lcans and related acerued interest
recaivable to the Parent Bank amounting te PZ 378 billlon and P37.871 milion
respeciively. The remaining loans represent salary loaiis,
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Allgwance for Losses
The details of specific allowancas on loans are:

2020 2018
As restated
‘Balance, January 01 965 334,673 637,847.724
Prowvisions 250192 324725668
Wiite-0ffs 0 (5.012 B63)
Transfers and other adjustments (965 348182) 11774144

Balance, December 31

738,683 968334673

The mavement of tha general loan loss provisions ara:

i 2020 2019
Balance, January 01 7 622,999 29,328,497
Transfers and other adjustments - 381,548 20,705,488

Balance, December 31 231,451 8,622,999

As to Status:

2020 2018
Current Loans 1291,330 1,040.170,953

_Nen-Performing Loans

35906 2,355538,604

327,244 3,385,709,647

As to Security:
— —— i35 5578
Secured Loans 0 2482160676
Unsacured Loans . 327,244 913,548,971
=== 3,327,244 3395709647
e w20 2019
Real Estate Morgage 0 1,407,647,322
Other Collaterals 0 1,074,513,354
2 0__2482.160,676

1. Sales Contract Receivable

This account reprasents the amortized cost of assets acouired in settlement of loans
through foreclosure or dation in payment and subsequen |y sold on instaiment basis

whereby the title to the said property is transferrec to the . yers only upon full

of the agreed selling prica. In CY 2020, the SCR was
Bank amounting to P18.160 milllon
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12.  Property and Equipment - net

This account consists of:
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OFB (formerly PPSBI) buiiding was acquired thru = acion En Pago from Philippine Postal
Corporation on November 02, 2012 with booked vzl e amounting to P37 567 million

13.  Non-Current Assets Held for Sale
These are real and cther properties acquired that -re available for immediate sale in its

present condition subject only to terms that are u:ual and customary for sales of such
assete and the sale must ba highly probable.

— 2020 _. 018
Cost 0 389,313 857
Actumulated depreciation 0 0
0 388,313.657
Allowance for losses B 0 (34,849 540)
Net of allowance 0__ 354 463,717

On November 27, 2018, the OFB Board of Directris under Board Resolution No 2010-

142 approved the transfer of ROPAs to LBF _as of December 31, 2019 The
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The Non-Current Assets Held for Sale amounting to Fi54.483 million were transferred to
the Parant Eank on January 10, 2020,

14.  Other Intangible Assets - net

This account is composed of the following.

2020 2018 _
Other intangible assets 89,121,798 87,321,788
Accumulated amodization o (72,566,118) (70,266 .264)
o 16,555.680 17,055,534
Aliowance for losses - 10,000,000 10,000.000}
= B 8,555,680 7055534
15.  Other Assets - net
This actoun: is composad of the following.
) 2020 2019
e As restated
Accounts receivables 197,964,704 198,156,080
Accrued interest income from financial assets 820,984 37,878,383
hisceflanecus assets 10,838,880 8632 627
Documentary stamps on checks 912,644 428 583
Stationery and supplies on hand 1.865,127 2024 870
Prapaid axpansas 287,910 1,115,556
Deferred tax asset 0 2 540 90s
Feterned chacks and other cash ilems Q 21,597
Diher inwesments 153,333 153,333
Sundry debits 6,367,839 305473
Inte-offica ficat items 0 2848379
218,300,421 258,213,785

Cther Assels - Aliowance lor Losses

106,086, 361

(113,214,060)  (83,854,522)

171,258, 273

Accounts receivable

The Accounts receivable account includes the amcu-t of P4.105 million and PB 635
million misappropriated by the former Cashiers of Sor=ogon and Tacloban Branches for
which cases were aiready filed in court

In addition, outstanding accounts racewabla from haga branch amounts to F170.37
million as of Decembaer 2019 as restilution for losses ¢« propriated by a former employes
On the last quarter of 2018, the Bank requested for s:aggered booking of the estimated
P237.9 million provision for losses ansing from Naga t+anch fraud.

On March 2018, the BSP approved the staggered Looki
million quarterly starting March 31, 2019 for five years =ndinggnBecember 2023
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OBSERVATIONS AND RECOMMENDAT ONS

A. FINANCIAL SSUES

1. The faithful representation of the balances of Acecrued E.Ilﬂrll-lﬂ‘ gm-:l
Accounts Payable amounting to P174.106 million and P41.983 million,
raspectively, as al December 31, 2020 were not esiablishas due 1o the inclusion of
payables to its parent bank, the LBP of P193.172 million which did not reconcile
with the corresponding amount of receivables recognized in LBP's books
showing a total variance of P121.284 million. Out of the tctal recognized payables
to LBP, the amount of P121.314 million were also not supported with complete
documanis,

11  Paragraphs 4.26 and 4.27 of the 2018 Cenceptual Framework for Financial
Reporting define liability &s:

4.26 A llgbiity is a present obligation of the antity fo 'ransfer an econamic
FESOUITe 35 3 resuit of past avents.

4.27 For a hability o exist, three crifena mus! be salish=d
(a) the entity has an obligation
{b) the obligalion is lo lransfer an economic resc.. o8

fc) the obligation is a present obligation that £..:15 as a resull of pas!
BVENTS

1.2 \Whilst, Application Guidance of the Philippine Finan: al Reporting Standard 10
provides among othars that:

BE&E. Consolidated financial statemants:

(@ Xixx

(b) Xxx

fc) Eliminale in ful intragroup assels and habicies, equily, ncome
axpensas and cash flows refating to fransaction: ~efween enfitias of the
group [oroft or losses resulfing from intragrodu: transaction that are

recopnized in assels, such as imsentory and fixec' 1ssels, are aliminated
i full), X x x

1.3 The financial statements of OFB, as a subsidiary of L°P, are being consolidated
with LEF The balance of each account of LBF and its sub=iaries are added together
and thereafter the account balances and transactions betwe<n LBP and its subsidiaries
or the intragroup bDalances and fransacbhons are eimnalsd 0 come up with the
consolidated financial statement of the LBP Group = |
{'ﬂ OVERSEAS FILIPINGD BANK ING,

.:i..lu.ung:.; Bank of a2 EBANK

| CERTIFIEDARYE GOPY




1.4  The reconciliation: of the intragroup accaun ¢ = ances of the OFB and LBP books
is necessary to ensure that transactions are prope| - corded and account balances sre
farihfully represented in the separale financial s:at- vents of OFB and LBP and the
consolidated financial statements of the LEF Group

1.5 Review of the balances of Accrued Experz2 Payable (AEP) amounting to
P174,108.380.13 and Accounts Payable (AP) amo.nting to P41,98279340, or an
aggregate of P2160856,173.53. as al Decembier 31, 2020, disciosed that
F183,172.198.23 were paysbles to its parent b:ck, LBP. However, the amount
racognized as payables to the parent bank showed & varance of P121 284 308 43 with
the corresponding receivables recognized in LBP'& beoks based on echedules submitted
by the LBP Administrative Accounting Depardme-: (AAD), Loan Implementations
Department (LID), Treasury Operations Department | 72D) and ATM Operations Suppor
Department (AOSD). The iotal variance of P121 2E< 396.43 yet to be reconciled with
LEP is composed of the following:

~ OFBiBocks | BPiooks
Py Aeeoant Advount E",ﬂ',:"' Actount Amiint Variance

“Saanes of AEF X 18E  MAD  Lcwuns BT 6367411 7127 4B0%:

et il Fmmconcad CERET

parsomnal (0Y's HAT

o]

IT Syetmms AEP 50,001,737 82 0 50,001,.737.82

T Equipment AP 1206231 %0 i} 1.205231 %0

okl of initiad A7 AEF 1 40 70200 a 1 45 702 08

cards issued in LBP

ranches

w & AR 31 567 184 50 ] 3561 184 &)

OF Bank Main Bidg. AP 381 443 T2 1443 7

e g 391,442 72

ESpiTE

CiFBank Main B AEF (56 57 57

2 g 0 34 058 57

Marnisnancs of AP 188 BO6 .06 100

ooy 1] 158 500,00

Fravision ol OFHank M1 e Acia umls 334,127 08 i

= Hanawaile l

Imiisesl o deposil of AEP 4 400 00000 i

LBP 1o (FBank i ;-_r: o c

v = . Ra- f v alha
Total 43,172,188.23 : NMTAB 121284336 43

1.6 Further, out of the recognized payables lo LEP totabng P183, 172,156 23 the
amount of P121,313,97004 were alsc not supporod with complete documents 1o
establish tha aceuracy and validity of obbgations of OF I} to LBP.

1.7 Fer the above varance, Management e:xpained that OFBE has ni
continuous coondination with LBP-counterparts and made reconciligtion of the imﬁmug
accounts. They averred that the discrepancies notac hatween the two books reprasent
the outsourced IT systems and suppon service: rendered under the approved
Memorandum of Agreement (MOA). Since service: had aleady been rendered
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