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2019 was 2 fruitful year for Legazpl Savings Bank as it focused ar
achieving its goal of growing its loan portfolio in particular, loans tc
Teachers via DepEd's APDS, Microfinznce, as well as auto and housing
loans in the Bicol Regian.

7 line with the strategy of _5B to focus on highly retzil loans, the
Bank, during the first quarter of the year made two partfalio purchases
[rom Boebinson's Bank, In January, L3B purchased the microfinance
lzan portfolic of Php 126.7Mn and in March, the jewelry portfolic of Php
24Mn.  These purchases transformed the former Bbank Community
Banking Offices inle LB kiosks, These also paved Lhe way [ur expan-
sion outside the Bica Region.

9

With the increased vaolume of transactions, the need to have a more
secure and reliable system was already apparant. Thus, before the
year ended, the Bank migrated to a new cloud-based core banking
sysberm. Inherenl i any syslem migration, lthe Bank also encounlered
same challenges.  This move, however, brought the Bank closer ta re-
alizing its digital bankirg aspirations.

The geographica location of the Bicol Regicn where majority of the
Bank's busine=s offices are sitvated, is one of the 2ank’s major chal-
lenges. Being on the east side facing the Pacific Qcean, it is perennial-
ly hit by typhoons especially during the last quarter of every year. The
year 2019 was no exception as we are hit oy typhoon Tisoy. This
causes disruptior to our business activities and to our clients’ as well.
Monethe ess, due to the collaborative efforts of the different units and
the close supervision and menitorirg of the Management and the
Board, the Bank's past due [oans are contalred. |n fact, past due levels
are on a downward trend. L5B has always bean resilient ta rise above
anv situation. to be true to its commitment of acting as a catalyst {or
economic development and helping its clients uplift their standard of
living.

.

lhe year 2019 ended with g bang as L5B made a solid increase in ret
income while loans and recrivahlzs increased hy 54% and depasit lia-
bilities increased by 23%. The Bank's Net Interest Margin for 2019 was
alsz a healthy 11.71% way above the industry average of 5.45%.,
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MILESTONE

2000-201

et Ve

19905

Charged the Bank name to
Legazpi Savings Loan dank,

Majority control of the Bank
.'fﬁﬁrrgéd'fr;ﬂm_the"ms-:E-aﬁ_ns'.

amily to the family of Don
Alfonsoe P. Bichara. ﬂ.F.ﬂnln'g'
of Naraga, Tabaco, Polangui,
‘Sarsogon, Guinobatan, Albay
and Daet Branches,

May B, 1976

gan® L
Legazpl Savings and Loan Asso- |

ciatien, Inc. was faunded by

wvirmer Loygacpi Cily Mayor, Luis

5. Los Baros.

2012-2018

BSP approved the sale pur
chase agreement between
L58 and iR T

L5B officially became part of
the |G Summit conglomerate.

Openirng  of Geoa, Calauag,
Lucena, Pampanga and Das-
marinas Branches and kipsks

in Calamhba, General Trias,

Taytay and Batangas.”

2019

Consolidated Robincons Bank Corpl
twenty-ﬂevfn 127y microfinance busi-
nesses to LSE and converted them
inta L5B Kiosks.

ExFansir:m and croalion of new Eé‘r:d-
ucts and services supported by LSB.

a Accelersted APDS Production via
DEEEd -ap?‘mucd kinsks in scloctod
REBL Branches

b.Microfinance and lewclry Loans
Bartfolio Furchase from Parent Bank

c. Expansion via kiosks - transformed
farmer CBG Offices 'mtr]:JE kiosk affor-
ing Micrefinance and APDS Loans

d.Grew Consumer & Commercizal
_oans Fortfolio: Auto, Housing & 5BL
Loans in Bicel Region
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BUSINESS MODEL/BRAND

Legazpi Savincs Bank, in its goal to grow consumer
lending and expand its reach all over the Philippines
made significant moves in 2019, The following were
Lhe slralegic thruslsdone Lo supporl Lhe viakility of Lhe
Business: (1 1t purchasedthe microfinance and |ewelry
portfclio from the parent bank.(2) It accelerated APDS
production from the time the Bank was re-accoreditec in
208, (3) L o[jered Aulo, Huusing and Small Business
Loans. (4) As parl of lhe exparsion program, il opened
kiosks within KBank branches coffering mucrofinance
and APDS praducts.

VWilh the increasing volume of aclivilies, Lhe Bank will
take on the follawing initiatives in 2020: {1) Transform
the Bank into z selling crganization tor both the loans
and deposit products. (2) Expand further its netwaork
rcach by estakblishing more kiosks & opcning branch

liles as ils regional hub (3} Cmbark inlc digilal producls
and services using mobile and internet platfonms. ! V| N (

[EGALFIOMN Y esonsean




FINANCIAL HIGHLIGHTS
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FINANCIAL HIGHLIGHTS

LOAN CONCENTRATION PER INDUSTRY
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BOARD GOVERNANCE

Lagazpi 3avings Board of Directors ensures 1o con-
tinuously improve its sharcholders walue and
achicve a successful and long-term business. The
Board 15 actively responsible to ensure that the
Bank is properly governad and managed 1o attain
its business goals and ochjectives. 't alse has the
responsibility to its custorners, emrmplovees, gov-
srnmant and tha depositing public, in general.

lhe Board is primarily responsible for the goweor-
riance, including business and nisk strategy, organi-
Zation, and financial soundness of the Bank. Car-
ollary ta sctting the policies for the accomplish-
ment of the corporate objectives, it shall provide
an indepandent chack an and effective aversight
of Management.

COMPOSITION OF THE BEQARD

Az provided in the Bank's By-Laws, the Board is
composad of ning (9 membars elected by tha
stockhalders, three (3) of whom are indepsendent.
All members of the Board are Filipines and posscss
all the gualifications and none of Lthe disgualifi-
cations to become a diractor at  prescribed
under the Corporation Code and existing nules
and regulations of the Banghke Sentral ng Pilipinas
(B5P) and the Securities and Cxchange Cormimis-
sion [(53EC). They aoll passed the fit and proper test
far the position of adirectar of the Bank taking
intg account their integrity and prabity, physical
angd mantal fithess, compeatences, relevant aduca-
tion, financial literacy & training. diligence and
knowledge & expertise. They are known for their
independence and professionalism, and make de-
risicns with complete fidelity to the Bank and cog-
nizant of their responsibilities under existing appli-
cabile laws, rules and regulatiane.

lhe Board determines the appropriate number of
its mermbers to ensure that the number thereof is

CORPORATE GOVERNANCE

commensurate with the size and complexity of the
Bank's operations. To the extent practicable, the
rmembers of the Board of Directors have been we-
lected from a bread pool of gualified candidates.
With this respect, the Board is composed of
hoh executive  directors  dncluding  the  Chair
man), executive directors and independent direc-
tors.

The Chairman of the Board holds the authority
on the Board and provides lecadership to the
entire organizaticn, He ensures that the Bank's
duties to shareholders ore being fulfilled by acting
1% 2 link bhetweean the board and managemant. He
also cnsurcs that the meetings of the Board arc
held in accordance wilh Ue by-laws, makes cer-
tain that the meeating agenda focus on the <tra-
togic matters, including the overall risk appetite of
the Bank,

The Board hos sufficient number of gualified
nen-executive directors who have been elected to
pramaote independence of the Board from the
views of the senior management. These are those
who arc not part of the day-to-day management of
banking operations. On the other hand, elected ax-
eculive direclors are Lhose who are parl af senior
management and invelved in the doy-to-day oper-
ations of the Bank

The Baard alsoe has threes (3) independent directors
who arc indcpendent of Management and free
from any business or other relationship which
could or could reasonably be perceived, to materi-
ally interfere with their exercise of independent
judgment in carrying out their responsibilities as a
director, They hold no irterestzs or relationships
with the Bank that may hinder their indepen-
dence from the bank or management or will in-
ler[ere wilh Lhe exercse of independent  judg-
ment N fulfilling their responsibilities. They
camply with all the gualifications required of anin-
dependent director and none of the disqualifica-
tions @ provided in the MORB,

They have maximum nine @) years to sit as in-
dependent directors and will be bamed perpetually
to become as such thereofter. However, they are
not precluded to sit as regular directors.

2019, Mr. Andro M. Yae was elected as diractor
vice Ms. [anette C. Gonzalveo.

BOARD MEETINGS AND CORPORATE
SECRETARY

The Corporate Secretary assists the Board in
its duties and responsibilities primarily to the
corporation and its sharcholders. In the conduct of
board meetings, the Corporate Secretary provides
directars the notice, agenda and meeting materi-
als prior to cach rnecting.  Proceedings of the
mectings are proporly documented and duly min-
uted,

As provided for in the Bank's By-laws, the Board
schedules and holds reguiar monthly meetings
and convenes spacial meetings, when necessarny.
The members of the Board attond regular
and/or special meetings in persen or through
teleconferencing and video conferencing which
allows the directors to actively participate in the
deliberations on matters taken up. The Bank cn-
sures availability of teleconferencing facilities if
anc whean a director cannot physically attend due
to unavoidable circumstances. A director may alsc
attend the meetings by submitting written com-
ments on the agenda to the Carporate Secratary
and the Chairman prior to the meeting.

In 2212, all members of the Board have substan-
tially complied with the attendance reguirement
and actively participated in the deliberations on
matters taken up during the reqular and/or special
ITEETi N 5.

BOARD MEETINGS ATTENDED

OMAR BYRON T. MIER

! 5

MYKEL T. ABAD

ERIC B. SANTOS

ANGELITO V. EVANGELISTA

ANDRO M. YEE

VICTOR V. LAYNES

!

HERMOGEMNES 5. ROXAS

ROBERTO 5. GAERLAN

12
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92%
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BOARD COMMITTEES

T allow deeper focus and increase efficiency, the
Board has created committees. which are relative and
consistent to the size, complexity of operations,
long-terrmn strategies and risk tolerance level of the
Bank. The scope, authority and  responsibilities  of
these committees are defined in their respective
board-approved charter which is subject to regular
review ahd Updated at least annually or whenever thera
are significant changes.

The board has appeirnted the members of the cormmit-
tees toking into account the aptimal mix of skills and
expariance which allow them o fully understand, be
critical and objoctively evaluate the issues, Te promote
objectivity, the Board has appeointed independent di-
rectors angd non-exesutive directors 1o the greatest
cxtent  possible and ensures that such mix will not
impair the collective skills, experience and effective-
ness of the committees. Each of these commitiees
FRaintaing appropriale records (e, minutes of meet-
ing) of their delicerations and decisions, subject to no-
tation and/or confirmation of the Board, The records
document Lhe commilless” Jullillmenl of their respon-
sibilities and facilitate the assecsmant of the effectiva
performance of their functions which is regularly and
periodically being conducted,

The Board has established and delegated responsibili-
ties to the following board-level cormmittees:

CORPORATE GOVERNANCE COMMITTEE

Inorder to pro-actively assist the Board in its fulfillment
of its corparate governance responsibilities and ensura
transparency in all of the Sank's transactions, it created
the Corporate Govornance Comimittee. The Committee
erisures the Board's effectiveness and due observance
of corporate governance principles, best practices and
guidelincs which arc necessary componcnt of what
constitutes sound strategic business management, It

creates awareness of corporate governiance within the
Bank.

CORPORATE GOVERNANCE

It patticular, the Committes oversees the development
and implementation of corporate governance princ-
ples and policies, reviews and cvaluates the qualifica-
tions of the persons nominated to the Board as well as
thaose nominated for election to athar positions raquir-
ing appointment by the Board, decides the manner by
which the Board’s perforrmance is evaluated and assists
the Board in the periodic parformance avaluation of
the Board and its committses and executive manage-
ment, and oversees the development and implementa-
tion of professional develepment programs for direc-
Lors andgd officers.

The Committee is composed of five (5] members, three
(21 of whorm are independent directors including the
Chairperson  and Vice-Chairperson. The Committes
holds reqular meetings and may call for special meet-
ings as deemed nacassary, To properly evaluate its
performance, the Committee meetings are properly
and duly minutagl.

CORPORATE GOVERNANCE

COMMITTEE MEETINGS ATTENDED

| OMAR BYRON T. MIER
1005

AMGELITO V. EVANGELISTA
T 100%
VICTOR V. LAYMNES
T 100%
HERMDGEMES 5. ROXAS
[ uju R
ROBERTO 5. GAERLAM
T 100%

The Committee is campesed of five (5) members, three
(31 of whom arc independent divectors including the
Chairpersen and Vice-Chairperson, The Committes
halds regular meetings and may coll for special meet-
ngs as deermed necessary. To properly ewvaluate its
performance, the Committec meetings are properly
and duly minuled,

Risk Owversight Committee

To aid the Board 1o efficiently carry out its functians
on risk management, it created the Risk Owveorsight
Committee which oversees the development and owver-
sight of the Bank’s risk mansgemeart program and an-
surgs an acceptable level of risk while minimizing
losses, The Committee cversees the system of limits ta
discretionary authority that the Board delegates to
managemant, suparvises the system and ensures its
effoctivencss, provides and st limits and cnsures that
these are properly obscrved and that immediate cor-
rective actions are taken shauld breaches accur,

The Board has appointed (fived 5 members of the Com-
mittee who possess a broad-range of cxpertise as well
a5 gdeguale knowledoe of Lhe Bank™ sk exposures
which anable tham to develop appropriate strategies
for preventing losses when they eccur. The comimittee
merribers reet regularly and may call for special rneet-
ingp s whenever Necessary.

RISK OVERSIGHT COMMITTEE

MEETINGS ATTENDED

OMAR BYROM T. MIER
100%

ANGELITO V. EVANGELISTA

§

VICTOR V. LAYNES

!
§

HERMOGENES 5. ROXAS
[ 1l REVIR
ROBERTO S. GAERLAN

N 100%

16
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CORPORATE GOVERNANCE

Audit Committes

Tho Board has constituted an Audit Committeo
to provide oversight over the Benk's financial re-
poring policizs, practices and cortrel ard nter-
nal and external audit furctions. In particular, the
Committze aids the Board in monitering and
evaluating the adeguacy, effectiveness anc effi-
riancy of the Bank's infemal cantreal system. For-
ther, the Comimittee assists the Board in fulfillng
iks envesighilL respansibililies wilh regard Lo Lhein-
tagrity of the Bank's financial repotting process,
the indepentdence and peformance of the Bark's
cxtornal and internal auditors, the compliance of
corporate governance policies and guidelines,
and the Bank™s compliance with requlatary re-
guircments.

Ta carry-out its mandate, the Committes has au-
plicit authority to investigate any matter within its
terms of reference, full access to and cooperation
by management and fill discretion to invite any
diractor or exacutive officer to attend its meet-
ings, and adequate resources to enable it to ef-
fectively discharge its functions,

As prescribed unde- existing rules and regula-
tions, the Commttee is cormposed of, to the
greslesl exlel pussible, sulficient number of in-
dependent and non-executive bocard members.
All members of the Committee, ircluding the
Chairperson who is an independent dircctor LD,
possess the recui-ed qualifications and nane of
tre disqualitications. | ne Committee haolds regu-
lar mectings and may call saccial mectings upon
the aquest of the Chairperson ar by at least twe
(2] of its members, which procecdings are duly
minuted.

AUDIT COMMITTEE MEETINGS
ATTENDED
' OMAR BYRON T. MIER
100%
ANGELITO V. EVANGELISTA
ST 200%
VICTOR V. LAYNES
ST 100%

HERMOGENES 5. ROXAS

!
7

ROBERTO 5. GAERLAN

100%

IT Steering Committes

Ir compliance with B5P regulations, the Board
has created the Inforrmation Tedchnology Steering
Commmittes which oversess a safs, sound, con-
tratled and officient informaticon technol ogy aper-
ating envirenment that supports the Bank's goals
and objectives In particular, the Committes,
Aamang nthars: Reviews ane monitors the pacfor-
mance of all IT projects: Reviews the Bank's cur-
rend [T infrastruclure, syslen performiance, asso-
ciated risks and other skrificant issues and
events and institutes aporoptiote actons to
achicwe the desired results Monitors and evalu-
ates the performesnce of third party service pro-
viders a1 all information Technalogy Initlatives
subjoct of the service contract: and Reports to the
Board relevant and adequate information rogard-
ing IT perfarmance, status of majar IT projects
and significant issues affecting the Bank's 1T op-
erabons.

The Committes is chaired by an indepandant di-
rector, assisted by the llead of IT Group and exec-
utive officers of the Bank., The heacs of Audit, Risk
and Compliance are also invited in the regqular
andfar special meetings of the Committes as re-
SQUICE Porsons,

Executive Committes

The Dark’s Lxecutive Committee hos been creat-
cd as the highest credit approving body of the
Bank after the Board. The Committee provides
the necessary approvals for applications, devia-
tions ar other loan transactions. Resolutions of
the Committec may be overruled only the Board.

The Fiecitnie Committes provides decisione re-
garding applications for critical loan accourts ard
deviations that reqgaire careful deliberation. Ap-
provals mace are in compliance with internal

pallc s and thase required under existirg laws,
rules and regulations. Decisions made are influ-
enced by the latest profitahility and delingquency
rigures of an account or loan product. Credit pro
posals and rccommendations are beirg routed for
coisideration and approval.

IT STEERING COMMITTEE
MEETINGS ATTENDED
| VICTOR V. LAYNES
O o0k
MYKEL D. ABAD
O 100%
ANGELITO V. EVANGELISTA
212 16%
ROMEL D. MENIADO
B 100%
ERLINDA Q. DEL VILLAR
N 100%
ADRIAN T. LLANA
T 200%
JASON DENNIS R. SAMBITAN
100%
KAREEN R. VILLAREAL
100
CYNTHIA C. BAUTISTA
T 100%
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Credit Committes

The Credit Committee has the gencral respansibili-
ty of apgrcving. granting, extending or disapprov-
ing all reques:s relating to all types of loan transac-
tions and credit pelicy. Proposals maybe cranted
only with the approval of the majority members of
the Committee one of whom nust have an autho-
rized ar delagatad limit or equal or ovar the amoint
approved. The Cammittee also has the responsibili-
Ly Lo recomimend La Lhe Chairman, Execulive Com-
mittee or Board lcan transactions which fall
bevond its authority. Credit proposals are being
routed for considoration and zpproval

BOARD TRAININGS

In accordance with the Corperate Governance
Manual and cxisting B5P regulations, the Corporate
Governance Comimittes & responsible for making
reccmmendations to the Board on the reguired
trainings and cont huing education of the directors.
Relative thereta, all members of the Board have at-
terided the regquired corporzte governance semirar
for bank directors at BSP-accredited training pro-
viders, a pre-requisite for Monetary Board confir-
mation. These include topes on risk ond gover-
nance, audil and conlrol, and accountalility,

To romain relevant and abreast with the cvolving
corporate govemance landscape, the directors at-
tends refresher courses on corporate governance
provided by accredited trairing scrvice providers.

SCLCCTION PROCESS - BOARD AND SCHIOR
MANAGEMENT

Fvery year, the Bank halds stockholdars meeting
wheore new scts of board of directors are being
elected, The Bankis has transparent procedures in
place far the namination and alection of the new
sets of directors to the Board. Shareholders

CORPORATE GOVERNANCE

naminate candidates who shall be evalvated baszd
on gualifications snd rane of Lhe disqualificalions
per ax sting BuF awd SEC requlations and a paol of
candidates is formred. Nine (90 will be elected from
the soal of candidates.

During the grganzatienal maeting, chairmanship
and membership of the difforent board-level com-
mittess including principal officers are appointec.

PERFORMANCE EVALUATION

The Bank has performance evaluation process in
place to assecs the parformance of the Board aqd
its board-level committees based on their respec-
tive mandates, This is tThrougn a Peer Assessment
Cluestionnaire, similarly, the President is evaluatad
as amember of the Board a1d Senior Managerment,
the results of which is discussed and spproved by
the Corporate Governance Cormimittes and con-
firmed by the Board.

SELF-ASSESSMENT FUNCTIONS
Compliance System

Tha Bank has des gned and implements a compli-
ance system to specifically idontfy and mitigate
business risks which may eroce the franchise value
af the Bank. These rsks refer to conditions which
may he detrimental ta the Bank's husiness miodeal
and its akility to gonerate returns frerm operations,
which in Lurn erodes ils [ranchise value. Combniong
business risk with the financial risks arising from
the use of borrowed funds genarates tolal corpo-
ratc risk of the Bank Thus, the system is designod
and eslablished o guide all slakeholders af Lhe
Bank in manag ng identified business risk events
which may be detrimentzl to the Bank’s safety and
soundiess.

The Bocord of Dircctors is ultimatey resporsible
and accounlable [or oversesing Lhe managerment
of the Bark's compliance with applicable regquia-
tions and managing the rsk of non-compliance
with banking law=. rules and regulat ons whilz the
Corporale Governonee Commilles  assisls e
Baard in reviewing the effectivenass of the compli-
ance system for monitor ng compliance with laws.
rules and reguiztions. Senior Management is re-
sponsible for the effective management of busi-
ness Fisks, iIdentify risk ovonts and implemeont ac-
tions to miticate the same. Compliance Unit is es-
tablished 1o assist the Board and Senior Manage-
ment in managing effectively the susness rigks
faced by the Sank and to oversee the implementa-
tioh of the board-approved compliance policy, 1tis
alsa respansible for tha testing of general compli-
ance of the Bank with banking laws, rules and requ-
lations and o report any material breaches of
these standards. The Chief Compllance Offlcer is
the lzad senior afficer for purposes of administer-
ing the compliance program and interacting with
the B5P on compliance related issues. She is also
responsible Lo uversea Lhz desiy of anapprapricle
compliance system, promotc its cffective imple-
rmentation and address breaches that may arise. All
amployess of the Bank are responsible o car-
ry-out. observe ar implement the board-approvied
compliance policy in order to manage and mitigzte
brUsiness risks,

Money Laundering and Terrorist Financing
Prevention Frogram

As approved by the Board and requred by the
Bangko Scntral ng Pilipinas IBSP! anc consistont
wilti Llie Parenl Bark, the Bank is implementing 4
program to combat money laundering and terronst
financing. The Progyvam has been issucd and requ-
larly baing updated to cormply with RA Mo, 9185 (a5
amendad), B3P Circular No. 706 {as amended)] and
other palicies of the Statc. The Program isintcndad

to protect the integrity and coenfidentiality of the
grcounls of Lhe clienls, and ensure Lhal the Bark is
not used 75 money laundering site for the proceeds
of any unlawful activities taking into consideratian
best practices to comzat terronist financing.

The Program has been developed to disseminatz
infermation which will help the cmployees under-
stand money laundering activities and their prever-
tion, detect and report suspicious transactions,
know better the Bank's customers; understand the
penalties for non-compliance; take the required
AML training for recponsible officers and persanne
of the Bank; zatisfy legal and ethical responsibilities
with a minimal adverse ‘mpact an the Bank's over-
all daily business responsibilities and serformaica
aaoals, Mareover, the Program has been pramulgat-
ed to protect the Bank as well as its employee's ir-
terests,

Laws governing secrecy or bank deposits hove
been strictly being complicd with oy the Bank when
implernentirg procedures related to combating
rcaney launcdering and Lerrorist [inoneineg. The Pro-
gram provides guidance in complying with the 8r-
ti-Money Laundering Law as well as other appl ca-
ble regulaticns without violating relevant laws and
without lasing legitimate business or clients in the
process,

Internal Control and Audit

Thie Bank has i nplernsnbed ils nlermal conlrol pro-
cesses which are designed anc effected by its
Board of Drectors, senior management and all
levels of porsonnel to provide reasonable assur-
arce on Lhe achievernenl of objectives Lirough ef-
ficient and effective operctions; reliable, complets
and timely financial and management information;
and compliance with apphcable laws, requlations,
supervisory requirernents and the Dank’s policies
and proccdures.
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The Bank putin placs adequate and effoctive inter-
nal cantrol framewcork for the conduct of its busi
ness taking into ccount the size, risk profile aad
complexity of cperations The framewark embed-
ieg managermeant gversight and contral culture, risk
recoghition ance aescssment; control activities: n
formation and communication; and mcnitoring ac-
tivities and correcting deficiencies.

The conirel envirenment of the Bank consists of:
{a) the Board which ersures that the Bank is prop-
atly and effectvely managec and cupervised; (bl
Managerment that actively manages and operates
the Bank in a saund and prudent manner; ic) the or-
ganizational and procedural controls supported by
ef e Live managenenl informalion and risk mon-
agement supaort systems: and (d) an independent
audit mechanism to moenitor the accuracy and ef-
fectiveness of the Bank's governance, operations
and information systems, including the reliability
and integrity of financ al and opcyational informa-
tion. the effectiveness and efficiency of operations,
the safequarding of assets, and complianes with
lawys, Fules, regulations and contracts

The Bank has an internal audit system that resson-
ably assures the Board, Management and stock-
helders that the Bark's key crganizaticnal and op-
erational conwrols ar2 faithfully complied with, The
Board appointed an Internal Auditor 1o perform the
function, and required the Auditor to report 1o the
Audit Committes, 3 hoard-lovel comrmittoe, which
allows the internal audit activity to fulfill its man
date. The Internal Auditor is being quided by the In-
ternatioral Standards on Professicnal Practice of
Internal Auditing and existing laws, rules and regu-
laticns. With the Board appointment, the Chief
Audit Officor (CACH oversces the implementation
of the nternal audit systerm, Currently, the CAQ has
hean appointed as the concurrent Head of Audit of
the Parent Bank.

CORPORATE GOVERNANCE

Renumeration Palicy

The Bank's emplayee’s compersation structure s
designed to be at par with the prevailing savings
banking industry rates. The ccmpensation package
15 composed of guaranteed compensation, inclu

sive of statutory and Ccomaany-initiated bonuscs.
lts policy is pay for performance or mcritooracy,
highlighted by 3 competitive salary scale, annual
ment increase, and emoloyes promotion which are
hinced on employee performance and attainment
of the Bank's Key indicator. Lompetitive fringe ben-
afit programs such as various types of leave bane-
fits, uniform assistance, and financial assistance
programs in the form of employee bereavement
assistance, personal loan, motorcycle loan, car
plan loan, and housing lean are provided to eligi-
ble employees aimed to assist them in their time
of financial nead and tc improva their standard
af living. The health and well-being of the em-
ployees are given importance in the form of
Group Hospitalization Plan or HMO Card, the
Group Life Insurance and Personal Accident In-
surance and Hazard Pay.

Compensation Policy

The Baard of Directors compentation 15 a fes or par
diem in an amcunt 35 may be detenmined by the
Board which shall be paie to each directar for at-
tendance to any meeting of the Baare, subject to
the approval of the stockneldars; provided, howey-
er, that nothing herein contained shall be con-
strusd to preclude any directors from serving in any
capacity and receiving compensation therefore.
The Board, as may be delegated by the stackheold-
ar, shall fix the campersation ard othe- remuneara

tlons. Pursuant 10 a delecatec authaity, the Board
may fix the compensation and cther remuncration
of any Cirector of any other officer of tha Bank
thould they be detignated to perform axacutive
functions ar any spocial scrvice to the Bank. n o
case shall the total yearly compensation of direc-
tors. as sucn directars, axcead ten parcen: (10%) of

the net income before ncome tax of the Bank
during the sreceding year.

The Bank's Senior Management and <ey Executive
remuneration progrom encourage the att-action
and retention of high caliber professionals possess-
Ing the reguired experience and capabilities to
drive the success of the business. The compensa-
tion structure is designed to be at par with the pre-
vailing savings banking industry rates. Consistent
wailb Lhe Bunk®s par noiple of pay [or perfurimance or
meritocracy and Remuneration Policy, the Board-
approved compersaticn and BSP approved fringe
benefit prograrm consizts of car alan, various types
of leave benefits, allowances. ane financial assis

tance in the form of employes loans, are provided
to Rank and File, unior Cfficer. S5en or Managerment
and Fey Executives. The health and well-beirg of
all regular Rank ond Fle employees up to Senior
Management and Executives are likewise given im-
partance as theyr Group Hospitahzation Plan/HMO
provides for extansive Executive Check-up Packng-
o5

Cranting of compensation agreements/offers, rec-
orrmend: atlens for aanual merlt increases, and pro-
moticn inoreases, variable bonuses are aporoved
by the Chairman of the Boa-d.

tance in the form of employes loans, are provided
to Hank and File, Juror Officer. S5en or Managerment
and kKey Executives. The health and well-beirg of
all reqular Rank and Fila employeas up to Senior
Managemeant and Executives are likewise given im-
portanice as thar Group Hospitahization Plan/HMO
provides for extansive Bdecutive Check-up Packag-
a5

Granting of compensation agreements/offers, rec-
ormimencations for ainual mert increases. and pro-
motion increases, variable bonuses ars aparoved
by the Chairman of the Boa-d.

Reliremenl & Succession Policy

Except for independent dircczors whao ars subject

ta maxirmum term imit ta rerrain o, directars may
remain on the Boerd for as long as he/she remains
ta be physically and mentally fit and stoper for the
position of director, asle to discharge his duties
pursuant to regulatory requirements for banks. For
succession, replacemeant. or vacancy, the Bank's
By-Laws provides that vacancies in the Board may
be filled by appointment ar election of the ramain-
ing directors, if still constituting a quorum; ather-
wize, the stockhalders shall fill such vacancy in a
regulion o special mesling culled [or s puorpose.

Mermbers of the Senior Management are covered
by the Rank's Multi-Frmployer Reticermert Plan
under its parcht company G Summit it is a
non-centributory defined benefit plan covering all
regular and permanenit ermployess of the conglom-
erate, The Retirerrent Plan cove-s aarly ar optional
retirement, compulsory retirerment as well as resig-
nztion payment schemes for qualified employees
brased on set Criteria,

The Bank Fas a Succession Management Program
for Senior Management whereby high potential
candidates from critical functlons were dentifled
by the incumbent officers and, in coordination with
the Human Resources Management Departmont,
carma upwith an Individual Develazment Plan thiru
1G5 Advancement Plenning Froccess to propar
such candidate to take cn the cntical positions in
case of vacancies. The development plan is updat-
ag annuelly.

22


jemardave.castuera
Typewritten text
21

jemardave.castuera
Typewritten text
22


23

OTHER GOVEREMANCE POLICIES
Corporate Governance Manual

Consistent with the Parent Bank, the Board adopt-
ad 2 corpo-ate govarnance framework ar the Cor-
porate Governance Manual lar "Manual™ that em-
bodes the rales, systemns and processes in the
Bank. The framework governs the performance of
the Board and Management of their ressective
dutizs and responsibilities to stockbolders and
ather stakeholders, The Manualis being per odical-
ly reviewed with the objective of continually align-
ing the Bank's pol cies with the BSP and S5EC circu-
lars or issuances on corporate govormnance includ-
g best practices issued by the Gasel Committes
on Banking Suparvision. This cnsurcs that the intoer-
ests of stockholders and other stakchalders are
always taken into account, the directors, officers,
and employees are aware of their responsibilitios
and thz business of the Bank is conducted in a safe
and sourd rmaner,

Code of Conduct

similar to the Parent Bank, the Code of Conduct far
Employess exists to develop or pattern behaviar
according to the Bank's standards, to ensure pro-
fessional conduct. and to enforce discipline and
order. The Code |s Implemeanted by the Human Re-
sources and Management Unit. Copics of the Code
of Conduct are given to empleyees upen hiring.
while seminars are conducted regularly and regular
issuances of advisorics in ordor to furthor cxpound
an the subject.

CORPORATE GOVERNANCE

Whistle-Blowing Palicy

Consistent with tha Parent Bank, all employees of
the Bank are encouraged and shauld impose upon
themselves to perfanm the duty of disclesing to
thei- immedizte superior the existing or potential
vinlatlons ang wrangdolngs that they are ar may
bacome awara of. The Bans's Policy on Timely Re-
parting of Concerns and Incidonts, othorwise
ki as the Whistle-Blowing Palicy, serves as a
guice for all omployees for repo-ting mattes that
broach integrity.

Dividend Palicy

Pursuanit to the Bank's by-laws and subject tores-
alution of the Boa-d, the Bank may declare divi-
dends annually provided The Bank has unrestrictaed
retained earnings or surplus. However, to date the
Bank has not declared any dividends in accar-
dance with existing laws, rules and requlations

Ralated Party Transactions

In complionce with BSP Clrcular Bus, 25 armended,
all material related party trensactions are being zp-
proved by the Bank’s Board of Directors. With this
respect, the Bask did not create a separate RPT
Committoe. Mevertheless, it has RPT policy which
defines related parties which include directors, offi-
cars, stockholders or related interests (DOSED of
the Bank and their cloce family mambars, [t alco n-
cludes corresponcing persons in affiliated compa-
mees, subsidiaes and affiliates, any party that the
Bank exerts control over or that exerts control over
the Bank, and such other entity whose ivterest may
pose potential conflict with the interest of the
Bark.

The Board evaluates material RPT= to ensure that
these are rot underzaken an mars favorable eco-
normic Lerms (2., pPrice, Lormimissions, inleres|
ratocs, foes, tonar, collatoral reguiremaont]! to such
related parties that simila- transactions with

non-reloted parties under similar circumstances
and that no corporate or business resources of the
Bank are misapproprlated or misapplled, and 10 de-
termine any patential reputational risk issues that
may arisc a5 a result of ar in connection with the
transactions. Refer ta the Notes ta Financial State
ments for the Bank’s related party transactions.

programs in the forrm of employee bereavement
accistanes, parsanal ban, motareyele loan, car plan
loan, and housing loan are provided to eligible cn-
ployees aimed to assist them in their time of fitan-
cial need and to improve thedr standard of livirg.
The health and wall-heing of e anfployess ara
given impoetance in the form of Sroup Hospitaliza-
Liorn Plar or HMO Card, Lhe Group Life nsarance
and Personal Accident Insurance and Hazard Pay.
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CONSUMER PROTECTION RISK

MANAGEMENT SYSTEM (CPRMS)

Pursuant to BSP Circular 857 entitled BSP Regulations on Financial Consumer Protection,
Legazpi Savings Bank provides financial consumer protection in accordance with the said
BS Id;r[;l..ll.:lr. he B5F Framework idenlifies [ive consumer proleclion slandards which
Banks musl observe al all Limes; Disclosure and Transparency; Fair Trealmenl; Proleclion
af Clienls Informalion; Financial Educalion and Awareness; and E[[eclive Recourse.

L3B eslablished a Consurmner Proleclion Risk Managemenl Syslem {CPRM3) Guidelines.
There are gmendmenls and updales made Lo Lhe bank's CPRMS Lo defing Lhe roles and re-
sponsibililies of olher business unils and brief descriplion of risk managemenl Llools, pro-
cess dndfor procedures.

The CPRMS Guidelines aims Lo idenlify, measure, monilor and conlrol consumer prolec-
Licon risks inherent in ils uperuliu M. These include bolh risk Lo Lthe ['lnaru.'i;ji coansyrmer and
Lhe Bank.

IDENTIFY

Consumer Protection Standards of
Conduct |nherent Risk

"Disclysure & lranspans iy

"Pre i Clieat Informalion

“Falr |

E\F%UATE MEASURE
MGT.
TROL

*Board f&Sarnior
Hyt. Owarziglit
*Falivies, Proce
dures & Limits
*Risk Manitoring
& MIs
*Compliance Pro
Qgram

*Intemal Aot
Furnetion

Identified
Inherent Risk
thru CPRMS
Guidelines

MONITOR

Bank's compliance with the consum-
ot protection policies & proccdurcs

CONSUMER PROTECTION
OVERSIGHT FUNCTION

The Senior Management and the Board are responsible for overseeing strategic
direction and governance, They are responsible in developing the Bank’s consum-
er protection strategies and establishing an effective managemeant oversight over
consumer protection program.

The Risk Management Unit provides foundation for ensuring that the Bank’s con-
sumer protection policies, procedures and practices address and prevent identi-
[[ied risk to the Bank and associated risk of Financiaf loss to consumers,

he Compliance Unit ensures that the policies and procedures are consistent with
the consumer protection policies approvad by the Board and address compliance
with the consumer protection laws, rules and regulations.
The Internal Audit Depariment provides the Senior Management and the Board
with analysis, findings, and corrective actions and recommendations in meeting
the consumer protection objectives.

The |luman Resources Management Grouo is responsible for a linancigl Cduca-

tion and Awareness Program that ensures that &ll relevant personnel particularly

those whose roles and responsibilities have customer interface, receive specific
and comprehensive training on consumer protection program of the Bank,

All business units are responsible in the complete and timely reporting of all re-
uest, gqueries and complaints (RQCs) received from all contact points of the
ank. They ensure that all RQCs received are forwarded to the Bank’s Customer

Care Center {(C3) Unit,

Consumer Assistance Manage-
ment is handled by the REG that
provides timely and efficient
means for resalving complains
with Bank's financial transaction.
Digitization has cpened pathways
for Legazpi Savings Bank to build

relationships to its customer in  MOMITOR:  MgglGEs —— BEESI0S
grder - to serve them Detter. The: rTHEHES e B oL 1 -Gl i
Bank received ingquiries, requests, T [T o L | 110 50 -
feedbacks and complaints from oo geRRRRG cicin: s CRESEEEER - S
custamers regarding its products S e B

[SRRTYRTRIL Ced il T by L= 'i::-;":il'd_‘t:"

SR TR ::l'-_"\i_
frcvis s aclulicie copsriercs i oS Bree

and services through digital plat- et e e i Lied

forms. Various communication Lie Zer R s aanaiminsinel | s por
channels through the Customer  rcofiggRy o =il WSS T
CarE Center {C% such as thE hﬂ" :'IJ.':.I".-. '.u.f .'.. SIS, .-l..'"-1"'."..Ir|'.|-.{.‘l'll.' Lo L2 !

tline, email feedback forms, web- T 2

site, social media. etc. are macde ST
avallable to clients so they can .
easily contact the Bank recarding

these concerns.
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Yeﬁ mﬁféed it is a big opportunity for us to be g
AREL B RN e

CORPORATE SOCIAL
RESPONSIBILITY

g
-

o

]

mamber of LEGAZPI GS BA amily! From

2007 to present, LSB is an honest and truthful buddy

in business.. an alliance of excellent performance of

managers, staff and personnel. From the bottom of
our héart, me and my family sincerely thank you.. the

opening of your door fead us to our brighter future,

thank you ;szr trusting us.. thank you for making us
BIG! THAN

YOU L5SB, MORE POWER!

e B 1

: 1
{ !ﬂﬁfi S

Coming from a fam by of nine (91 siblings, and formerly a resident of llawod, Camalig, Albay,
Merle N. Oarde being the elcest strived havd to fulfill her dream of becoming a tcacher. This
came inta a realty when she passed the 1992 Licensure Examinations for Teachers anc
became a Depld tecacher on the following yoar.

She got married in 19293 and plessed with two (2] children. Their eldest is o Medical Technolo-
gict and cu-rently studying in Rical University Callrage af Medicine. Their yaunnest iz a graclu-
ate of Hospitality Maonagement Major in Culinary Arts.

They plannec to start a business after marriage. [t was in the year 2000 when they reachec
the peak of their busiress after experienc ng ups and downs with the same. On Movember 30,
2006, Typhoon Reming hit the country which caused comgplete adversity i their business anc
residence as well.

Theoy decided to move in Guinobatan, Albay and put up a bakery in 2007, |0 the samc yoar,
they had loan application frowm different banks in the Municipality of Guinobatan but it was
anly Legazpi 5avings Bank, 11 (L5B) - Guinabatan Branch under the ceammand of Mr. Adrian
T. Llana that toak a risk (o process and granted their PHILIFPINE PESOS: SEVENTY-FIVE
THOUSAMND (Php 78000000 loan to be used for tneir business operations. On 2015, they
availed L5B’s Snall Business Loan amounting to PHILIPPINE PESOS THREE MILLION (Php

3000000000 [ar machinery improverrenl of Lheir bakery.

They alrcady satu-ated the eatire provinee of Albay, Catanduanes, Mashate, and Sorsoegon: anc
they w |l open soon in Camarines Sur and Camaringes Morte.

They sta-ted the business with only ane (1} halper but now with the branches avd zatellite
branches, they have moe than one hundred flfty (1w employeess. Each brarch 15 under the
direct supearvision of her brothers and the fam ly including their children that manages the

entire husiness.

Their first vehicle was a motorcycle and a tricycle for bread deliveries in Cemalig and Guino-
batan areas only. To date, they have three 3L Hyundai H10C for goods deliverics: and one 41
SUV for family travel goals. { ' -
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CONGLOMERATE MAP

JG SUMMIT HOLDINGS INC.

CP Air Holdings,
Ine. & Subsidiaries

Cebu Air, Inc.

100%:
Universal Rabina iTech Glabal

Corporation & Business
Subs=idiaries _ _ Solutions, Inc.
sRan% & Surmmit Summit Intarnet 100%

Capital Services
Lorporation (Parent) Investments, Inc.

Robinsans Land 100% 1O0
Carparation &
Subsidiaries

Aspen Buslmess
Solutions, Inc.

seaT a3 Summit 1005
Express Holdings, Capital Markets
Inc. & Subsidiaries ; 2 Corporation
1G Summit e
/] Subsidiaries . [
143 =retd | 100% :
SR | Lo IG CLUMMIT :

IGEUHHIT A= HDLDIHGS [ S0 BE BN B BN BN O B Br BN B B BN O B BN | li‘l‘li'lII"I“‘II'..II.I'Il‘lllilllll“ : :
HOLDING INC. & th : gﬂ‘f ROBINSONSEANK Wl IEGAZPIEAY s
* :._ Jrpar f e rpmoench ] By il ol LA
SUBSIDIARIES G Shmet | =HAERAN,
{Caymanl, Lid. - 100%
. 1G Summit X
Petrochemical -
Corporaticn r
Batangas Lot '
Agro-Industrial :
Cey. Coim. & "
Subiaticy IG Summit Dlefine . LERENG
Corporation 2 :
Vb . B STRATEGIC BUS NESS UNITS
erbau * - :
; : “MERGIMNG MYESTMIMNTS &MD
o Unicorn . SUPPLCMCNTARY BUSINLSS
Insurance Brokears .
Corporation L ————— s AR EEB W
}@ Sunimit SUBSIDIARY ASSOCIATE
Infrastructure
Holdings Corp.
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CONGLOMERATE MAP

ROBINSONS RETAIL HOLDINGS INC.

ROBINSON'S INCORPORATED

ROBINZOMS TRUE SERVE

HaRDWARE PHILIFRFIMES, IMC, EUANLFE AN ERE RGBT B

ROBINSOMS
24 RETAIL

HOLOIMH S, P

SOUTH STAR DRLIG, |NLC,

; RUSTANS SUPERCENTERS, INC.
Robinsons

Retail
Holdings, Inc.

ROBIN3ONS

ROBINSONS ROBINSONS )
VENTUIRES CORP. TOYS, INC. g?g:lf;'lmﬂt

RAHI
MAMAGEMENT
AND COMSULTING,
IHC

RHD
DAISO-SAIZCH
IMC.

RAGINGLNG
SPECIALTY STORES,
INC.

WALTERMART- RORBINSOINS
HANDYMAM, LIFESTYLE
2 [ STORE, INC.

TGP PHARMA, INC.

IHE GEMERICS
PHARMALY THE GEMFRICS
FRARCHISIMG, PHARMALY, IMC.
g Gz
ROBINSONS CAVERS
eines | |

r WORLD, INC.
INC

RRHI TRADEMARKS HMEW DAY
HMAMACEMENT, VENTURES
LIMITED

RRG TRADEMARKS
AND PRIVATE

RHHI MAMAGEMEMT
AND CONSLILTING,
INC,

ROBINSOMNS DAISC
DIVERSIFIED CORF.

| ARFI S, INC

EVERY DAY
CONVENIENCE
STORES, INC.

TASTECENTRAL
CURATORS, INLC

RHI EUHILDERS AND
CONTRACTORS DEPOT,
CORP,
HOME PLUS
[RADHNG
DFPOT, INC,
T e
CHIC CEMNTER SUPER 50
CORPORATION CORPORATICHN
B

DATA ANALYTICS
VEMTURES, INC.

POBINSONSEA M | =CaAd PIEA VIS
GzM SOLUTIONS m
BHII IFPIMFS BTFE
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LEGAZPI SAVINGS BANK
ORGANIZATIONAL STRUCTURE
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{On this page from left vo right) {On this page from left to right]
MYKEL L. ABAL - or, ELFREN ANTONIO 5. 5ARTE - EIl ;OMAR BYROMN T. MIER - man, HERMOGENES 5. ROXAS - yende ector, ROBERTO 5 GAERLAN - '
and ANGELITD V. EVANGELISTA - [i) . ERIC B ZANTOS - » ANDRO M. YEE - . and VICTOR V. LAYMES - 2

Al dlrectors have nomlinal share of ane {1} unlt af the Bank's stockheldings.
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BOARD OF DIRECTOR’S PROFILE

I E AT ET . B CC
1 AR BY RN T MIER

Cha rman, Filiping, 72 years old

He iz |Ime Chaiiman of Le Board aof Direclors of Lhe Bank. He is also a member of ils Aodil Conmmilles, Coiporale
Governance Committee, and Risk Orersight Committee. He was appcinted az a Director af tha Parent Bank {RBC in
20715, and he also serves as 3 member of ks [1 Steering Committes, Risk Cwversight Committes and an altermate
member of itz Executive Committes, He also serves as an indezendent direstor 2f RCBC Leasing and Finance
Coerporalion (since 281 and Paymaya Corp. where ie alsesils as Lhe chairman and merber of s Audil Commillee
and of iLs Bisk and  Compliance Commillee, roespoclively, snoe 206, Before joiting RBZ. he halds araund [our (4]
decades of experence in tha banking industry, including Ctikank BLA, where he servec as Country Risk Mastager in
Manila 1983 ko 1aes:, Public Sector Graup Head (0988 10 -987), Courtry Risk Officer in Malavaia (1992 12 1905), Head of
Rk Menagement Group and Werld Corperzste Group Head (1992 to 1995); Devtsche Bank, as Deputy General Manager
ond Corporats Banking Heod 1395 to 2022 ond Philippire Mational Bank (2005 to 2014), where he acld vordous senier
positicns the last of whica a5 President and Chef Executive Officer [CEOL e has a Badhelar of 3ience degree in
Business Adrministration Fajor in Accownting. Bachelo of Arts degrae in BEconarmics, and Faster of Arts in Sconormics

from Unaiversity o” the Philipoines. He is alzo a Certified Public Accoantant. He has been in the service for four (43 yvaars.

| COCKD Bl T —~ DT
FREM ARTOHIO 5 SART

Yice Chairman, Filigino, 60 years old

He is Lhe Yice Crhairman of be Board of Dircclars of Lhe
Bank. o Rosource Porscn of ils Audil Commillee, Corporalc
Governance Comrmittes, and Risk Oversight Cormmittee; and
a Chairman of ks zxecutive Commit=e, He s the President
ard CEQ of RBC and 5 o member of i75 Exccutive Committcr
Rizk Managoment Committes, and IT Stocring Caommitboe
He iz a director of Bankers Aszsociation of the Philippnes and
the Chairman of its Operations Cormmittee. He is also the
Chairman of the Board of Dirzctors of Philippine Clearng
House Corporation. Priar to jening the Bank in Movermber
2014, e was the Presicent, Director and CEQ of Allied
Savirgs Bank 12013 L2 20104y Consumer Finance Group Head
L2013 aad Head of Consumer Crodil and Codleclian Divison

A2 Lo 2% o Philippine Malional Zank: and lead of

Consurrer Credi Risk Management  Jwision 2008 to
2l Credil Services Divisien (199610 2002 and Crechit
Investigation and Appraisal Divisien (1292 to 1996) of Union
Gank of the Philippines. | 1o was alse o Monager at the Credit
Infornmation Bwreau (1983 to 1925). He hax a8 Bachedor of
Srience degreain industrial Matagemeant Engirgerirg minor
in Mechanical Fngineering from the De | a Zalle University
He haz beenin the service for five (5 years.

MY EEL D. ABAD

Presidenty Dirsclor, Filiping, 51 years old

[ e Ll Precidonl and Direcbne o Lhee Board o Direrboes of
lhe Bank; a meomber of ils Deeculive Cornrmillee and [T
Stecring Committes ard Chairman of s Credit Committes,
[1& 15 the Leegutive Vice Presdent of RBC, Priorto becoming
LEB" Prosidenit, bie bos bzl serior ioanagerrenl posilion s
In UCPE. Inucrnallonal Bank Cxchasage. ond Robirsons
Sawirgs Bank. He finisked his Bachelar of Sciance degreain
Statistics from the U-iversity of the Philipaines and he has a
Masters degree in Aaplied Business Foonomics fram toe
University of Asia and the Pacific. He has atteadad
numearaus trainings ahroad such as the Youlh Markating
Seminas conducted im Kuala Lurmpur Malaysia znd ICAAR
Maclzr Cless and Assel |iabilivy Managemenl seminars, balh
af which were conducled in Singapore. |2 also undermwenl
ealensive lranings o anli-moeey laundering, corpoale
governance, treasury sparatlons and sk management,
e has alse completed Lhe Leeculve Developronl Frogrsm
of 1G5ummil, cenducled by visiLing professars rom Harvard
and INSEAD among others. He has baan in the serice for six
(5] years.
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BOARD OF DIRECTOR’S PROFILE

Aqgelito V. Dvangelista
Dirgctor, Filip ng, 67 years old

He 15 the Deecrar af the Soard of Dreciors of the Bank and
a memher of 115 Audit Cammities, Cparale Gevernance
Camnnidee, aned sk Cwersight Dusmnitles He isooalsa the
| wescuative Wics Presilent, and the RIS Chief Qperating
Mficor wuntll Scxernaor 0 2003 Currcntly. he iz o@
consultant of the RBC, He has been in toe banking indust-y
for more than farty-{ive {r Blyears. Heztartad hiz career with
Bank of Asia, which later becarme Insular Bank of Asia and
Amierica dIRAN) ard has held senior nanagemeant pasitions in
FOIRAME and PO Sawvings Bank. He was pert of the ariginal
team that organized Mohinsnns Savings Jank Corporation in
1347, He was aformer Independent Directar of Meycauayan
Lollege and sis provicusly @ Direclor gl Bandnel wnses
NE Curranlly 5ics a5 Gangn2rs QPSOGM adyiser e gradualedd
[rearmr thie Wniwersity o Lhe Cosl owhiere b carmned bis
Lacholor of Scicnoc degres in Dusiness Adrrinistiation, Fajor
in Accounting. He alse has a Masters degree in Business
Adrniniztration from the  Univerzity of the Phil ppines
Cilimar. Qwar the pears. he has attendad normerous trainings
ard seminars canducted in the Philippines and abroad such
aslbe AIM Debil & Prepsid Torum held i Los Vogas,
Movada, LS A and the Bank Administration Inslitule’s
BAL Betal Dolivery Conferoncs if Boslon, Massachusclls,

LLS&, armang clhers He s alsa a Corlified Fullic &ccountanl

He has been in the servica for six (8} years,

Eric B. Sarilos

Director, Filiping, 60 years old

Andra M. Yee

Dirgctor, Fiiping, =5 years old

[ i Lhe Direclor o Goarcl 9] Dircclors of Lhe Bank. Tl s also
bhe Braoutive Wice President. ardd is the Bank™ Chiet Financial
Officer of RBL. He joined RBC in 1957 and became the Bank's
Compliance  COfficer oncurrent Chief  Audit Feecufive)
M 2oy, Chie] Audil Dezculive 2oos-aorol, and Conlrollcs
Lrre-2013h e also sal 25 8 Dincs 1oe of Bancnel, [, Geoou=2007),
He was alwo the wad of the Banks Community Banking Group
[2213-2C458) that szearheaded REC: effort to offer financially
incusive pracucts e, Miciofinance and Motorowle | nans) to
Lhe wunbanked and windorbanked seclor of the 2acicly an the
county, Owver the vears, be has had nurmerous trainings and
semirars on anti- money  laundering, compliance, corporate

gavemance, intenal auditing, frust aperztions and investment

mepagematit, Hosecurily, corparals [rawd <cntrel, and  rsk
based awdit. He earred his Bachelor of Science degree in
Euzinzsz  Administration, Major in Accourting, from the
Linivessity of the Philippines in the Yisayas. He is alzo a Cedified
Puzlic Accounlanl e has nin the scvics far one 0 g,

1 | = R R I
HEMMTDIenas 5, Oxas

Indcpenaent Divcctor, Tiliping, 68 yooars old

He is the Incepmndent Director of the Gank; Chairrman of its
Audit Committos: Yice Choirman of its Sorpaate Goyornanoo
Coimimittes, and meaimber of s Risk Oversight Comnittes, He s
alss the Chabmam of Lhe REC: | Steeing Commilles and
a Yitr-Charnnan of ds RPT Comrnitiee, Feobas onxe Ghan
Lhiree {30 deesdies o ewpericree in barkieeg ard bos bzl
warizuas  senior posidores at Cormmercial Banking & Trust
Company and Unsted Coconut 1 *lantess Bank and its subsidianas.
He was alzo the Ivzmdant of UC’E Savings Bank: a Lirector at
LILPE | rasing & Fsance Larp, UCHH Fareign Fxchange (o,
LICPLE Capiial Corps, WCPE Hural Bank, and ULPE Soecusilios Inc,
He has a Bachelor of Svience degree in Business Administration
from tha University of the Philippines. He haz beaninthe sarvice
feat five (Ef redrs.

Lrrectar af | eqarpn »awings Sank, resource parann of Us4 Uversight
daarimi Ll enernber o Leculive Cormimilioed dobrodil Carmimilles
He b3y Leaen weith the bankiny indostry for owves 40 years ard has
held senior managernent positicrs in various banks zuch &= United
Cocons Plantess Bank (UCPR), UCPE Savings Bank, Plant2s
Cevolepmienl Bans and  Premicre Dovelepment  Bonk prors Lo
joiring the Bankin 2012 as Chief Crediid Officer. He yraduated from
tha Molytechnic University of the “hilippines FUP with a degree of
Rachelors of Scence in Accountancy. He has attended estensive
trainings on corparate governance, risk management, anti-maonsy
lawnderitng, leadership, crodil, arsd couaty ared debl [inancing, e has
beeerrin the service for thre 171 years,
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BOARD OF DIRECTOR'S PROFILE

Victor V. Laynes

Independent Diractor, Filipino, 48 years old

He iz the Independent Lirector of the Bank; Vice Charrran of its
Audn Commuttes; memiber af s Corpoate Govarnance Cornntit-
Lz

and Chairrnan af Risk Chwiersight Cornenithes and e 1T Stearing
Comrittes. He was akothe Irdependent Divector of Vizion Bank
sCatanduanes) {2007 1o 2009 Ha had banking expesdences in
KEobinschs Savings Bank oz 1 Head 0wy o 2004y Senior Manager
in Expart and Industry Beok 02970; and held varioos positicnsin
Ecuitabe Barkirg Corporation M9%1t0 1397). He haz a Bachelor of
Science degree in Computer Stience from University of the
Frilippines. He has hean in the sewvice for six (5 vears.

Hoberto 5 Gaerlan

Indepervdent Director, Filipino, 67 years old

e is b Independeal Ciecclor af the Gank member of 15 Auadil-
vornmittes; Chairrman of its Corporate Sovermance Committes; and
Wice Chairman of its B sk Oversight Commitize. Heisalso the Inde-
pendent Nivertor of BES, Chaiiman of its Risk Oversight Committes
and Wice-Chairmarn of 15 Sorparale Gowsrrance Cammillen s
caraer in banking spans owver three (30 decades, waorking with
First Urited Bank 1273 to 1379) end with United Coconut Mantzrs
Fank (1975 ta 20030 whers a9 was the Vice Prasident far Branch
Ganking tzown Lo zoosh e gradesled wilk o Bachelor of &rls
degiree in Coonceness [rom Uhe Univzrsily o Sanlo 1amas and Ad-
varced Berk Managernent frore the Asian Irstitute of Manaye
Tent. He has Be=nin the service for tao 21 yezrs.

45


jemardave.castuera
Typewritten text
45


KEY OFFICERS
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ERLINDA O, DEL VILLAR

MYKEL D. ABAD OPERATICNS HEAD
PRESIDENT BOMEL B MERIADO VICTOR C. DELA CRUZ, JR.
. _EHDIMG HEAD
3 ASON-DENNIS R. SAMBITAN
CHIEF QPERATINGOFFICER MA. SOCORRO S. LIGANOR IIHFEIFI:M.H.TIE-H it
RETAIL BAMKING GROUP HEAD DERARTHENT HEAD KAREEN R. VILLAREAL

CHIEF COMPLIANCE
QFFICER

TTTTEETT———— ‘
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KEY OFFICERS

ROEL S. COSTUNA CYNTHIA C. BAUTISTA

CORPGRATE SECRETARY CHIEF AUDIT CFFICER

AND LEGAL UNIT HEAD AILEEN MARY C. E|ERCITO RODOLFO T. QGUINTOD
ASST. CORPORATE CHIZF SECURITY OFFICER
SECRETARY EVIE B. ABRAHAM

HUHaKN RCSCURCE
MANAGEMENT GROGUP HEAD

TTTTEETT————
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KEY OFFICERS

ADRIANT. LLANA ELEANOR LENI M. ANTE
CREDIT CY¥CLE & QPERATIONS HEAD TEEASLIRER
CARMELA MONICA C. BORROMEQ TRISHA MARIE GERETTE
COMTROLLCASINP | ICAD B. GUTTIERRE?
ABUNDIO B. BLANQUISCO, |R. OFFICER-IN-CHARGE FORRISK
BRANCH AND MANLGEMEN | LIMII HEAL
ALUMIMNISEHA | 1N DPERAT LM

OEFARTHMEMT HEAD

YT
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RISK MANAGEMENT

RISK MANAGEMENT FRAMBEWORK
RISk PHILQSOPHY AND CULTURE

5B recogrizes that banking is essentially a business of managing r sks and that risk is an integral part of
its operational activities. In line with this principle, the Bank considers risk management as value proposi
tion cndowed with the goal cf realizing sustainable profitability and creating value for its sharcholders
whilc striking a balance between risk and optimum return eninvestment. LSB's visk managemeznt ghiloso-
phy is anchored on the following:

1. Risk standards aligned with internatienally-accepted princ ples, practices and regulations in the Bank's
day-to-day adminstration of performance and risk management;

2.Proactive exposure management using prudert risk-tak ng activities which serves as its foundation far
sustainable growth, sound capitalizatian and prafitability;

3.Commitment to create a risk-awareness culture within the organizatior by instituting and upholding the
brighest sLandards of professionalsim, weork elhics and inlegrity among ils ermployees, highlight ng Lhe
utmes: value of risk process, establishing a solid internal contrgl framework and promating the effective
utilization of its capital investments.

The Gank’s risk managerment practices are comprised of formal authority limits, written pelicies, indepen-
dent checks and balances and quantitative modceling technigues. 1ts key s gnificance involvos visualizing
thc risk, battling oat the zdverse impact on profitability th-ough proactive planning and making sure that
risk managament processes are ermbedded and observed n the daily operation of the Rank.

RISK APPETITE STATEMENT

“To contribute & Return on Equity acceptabla to the shareholders and at par wita the inductry by generat-
ing earning assets, deposits and fee-based transact ons, expznding Bank's reach to ather regions, improv-
ing profitabality and asset cuality through prudent deployment of capital while cansistently complyitg
with regulatory requirernents”

Motwithstanding its quest for growth and profitability, the Bank would like to maintain a CAR mo-e than
o equnl 1o the reguiatory requirerrant. This 5 10 ensure that capital would still ba sufficient 10 meet future
regulatory squiremeants.

CREDIT RISK

Similar to the Parent Bank, L5B is also in the expansion and growth mode but not at the expense of credit
of investment quzlity. Likewize, the primary focus of the Bank it aszet growth, capital preservation ad
profitability. Being the subs diavy, L5B's mandate is to focas on Mighly retail koans mostly catoting to the
countryside anc the market not cepturad by the Parent Bank, Litkimately, every loan or mvestrment deci-
ston s drivert by its culture of prudence, conse-vatism, active managemeant, excellent due diligence

process, which was instilled by its Parent Bank

The Board thru the Risk Owersight Conmimittec (RCCH i primarily responsible for the oversight of the
credit risk ‘nanagerment of the Bank, Executive and Credit committees has been delegated by the
Board to evaluate and approve credit matters. Credit Cycle Unit [al implements the pre-approval
raview of all lozn accaants and all collection affarts for all past due aceount, fb) submits reports to
senior manacement an a periodic basis, and {c} acts 25 an independent credit v sk control unit which
handles the review of credit applications. Rick Managament Lnit is tasked to implement and execute
risk rmanagement plans as cpproved oy the ROC

In many aspects of its business, the Bank believes in the following:

+ Lending or Investing on stable and seasoned companles that are cwned of menaged by professlon-
als and entrepreneurs;

« Ersuring that evory loan will provide optimal return for the stakehalders:

* Preserving asset ar capital through low risk, adequate collateral o securities for loan:

- Focusing on banaer products such as Depld loans and microfinance loans end exploring other con-
sumcr lcans such as auto loans, housing loans, ccllateralized small business loans ayd 5ME Loans
within its tarcet markes:;

» Fepanding rezch throgh deliberate bt steady a-ganic growth of the lnane and daposits: and

+ Secking for excellent oppartunities for laan portfolio growth by net hesitating to take advantage of
acquiring other banks or financial institutions (FI's),

Tre Bans's approach to credit or investment is generally straightforward, that there is no substitute
for a sound credit due diligence, Loans and/or investments shall be pursued not based solely on the
yvield But rather or the viabkility anc stabilizy of a borrower's cash flows.

Finally, L5E's credit philosaphy of asset growth and capital preservation and its credit culture of pru-
denze and conservatism institoted throoagh the streng oversight of ks Parcnt Bank which stems frem
the long hanking expenence of its shorehalders.

Credit risk arises from 2 counterparty's failure to meet the terms of any contrzct with the Bank or ath-
erwise perform as agreed. Credit risk is found in all activities where success depends ar couiterparty,
issuer, or horvower performance. it anses any tirre bhank funds are extended, committed, invested, ar
otherwise pxposcd through actual or implied contractual agrcements, whether reflocted on- ar
off-balance sheet. Credit risk is not limited to the loan portfolic.

In quant fying aredit rick and capital accezzment, the Bank usec the Standardized Approach 0 com-
puting its exposure for credit risk. Crecit Risk-Weighted Asset {CRWAY is an important risk measure
o the Bank, primznly because it is used to datermine the Bank's mimmuam capital requirermeant, The
Barnk's minirrum capital reguirernent for cradit risk is definsd as 10% of the CRWA. At the end of
2019, LS5B's total CRWA amounted to Php2.00B 1, with a capital charge of Php2oo.gaMn.
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RISK MANAGEMENT

Credit Risk Mitigation, Control and Reporting

For Commercial Loan Orlginatien, the Bank accepts collateral (REM, Chattel martgage, guarantee) and
employs mitigants and contrels such as: independent aredit risk cont-ol, limits {mix, NPL concentrztion,
etc ), ICRRS (Php1sMn and below), portfelio quality roview, ovorall assessment of credit quality and
manitaring & risk 2porting.

For Consumer Loan Origination. the Bank alsc accepts collaterals and cmploys mitigants and contrals
such as: independant credit risk control, limits (NPL. concentration, deviation), established RAC (risk
acceptance criteria), cohsumer Inans score carde, coo-e cards tracking, portfelio guality raview and mai-
taring & ‘isk repoiting.

CREDIT CONCENTRATION RISK

Concenlralion Risk is Lhe rivk [aved Ly Lhe Bank when a nurnber of counlerparlies are engaged inesimilar
activities or business industries, activities in the <ame geggraphic region, or have simila® economic
featires.

Az af December 31, 20139, the Bank has a total loan portfeolio of Phpr.ata.2.0n {inclusive of the Fhp6e.38 Mn
rcsidential real estate loan to individual houschold for occapancyt. Among the industrics, borrowe:s from
Personal Consumption have the biggest exposurcs amourting to Php1.21Bn or 67% of the total loan port-
folio, due to the BRank’s focus on highly retail lnans Thiz is followed by wholesale and retail with
Php2? 72Mn or 15% and agric aftural, hunting and farestry with Phpdd41iMn or 5%

As of Decemnber 31, 2218, based on the Sectoral Concentration Index (SCI u=ed ir caompuoting for the Indus-
try Cancentration risk, the Bank needs to provide additional capital charge since the calculated 5CHs al-
ready at 48%. whichis within the 26 to 00 range wherein the muotipler & .08, This means that the Bank
has risk concentration on Personal Consumption industry portfolio and there is a need to se: up additional
capital charge of Php16.08Mn to cover the risk

Similarly. based on the Individual Concentration Index {CH metric used in computing for the top borrow-
er's concentration risk, it shows that there is alse n=ed for the Bank to make ar additional capital charge
af Phpd.a2Million. This is because the resulting 101 of 045 is within the range of Q110 .2 which has .02
multiplie based on the abeve formula. Again, multiplying it from the total credit risk weighted assets,
bascd on Bank's CAR roport dated December 31, 22719, would result to credit concentratior BWA of
Php2oosaHilion and 10% additional capital chargs would be Php2oaoMillion.

OPERATIONAL RISK

The Bank's philozephy of oparational risk manacement. as adopted from its Parent Bank for consistency
of implementation, has its foundation in the concept that taking msks s required in order to seck rewards
and to fulfil the company’s vision and mission. | he Bank also acknowledges that cperational risks, which
are orasent in all phases and levels of every businass undertaking, should be identified and assessed in

order to ensure that effective mitigation strategies are employed to the greatest extent possible.

As the Bank imploments the enterprisce-wide approach in risk managoment, it has designed a frame-
work whereir everybody in the crganization is aware, not just of the presence of operational nsk in

avery srocess and function, but more importanthy, of theair respective roles in managing it The Bank
implamants the three (3} lines of defenza model in managing cperational riok:

1. The first e of defense rests with the bas ness lines which are responsible on day-to-day nsk man-
agement. Part of this role is ensuring that internal contrals are strictly ohserved and practices within
their businass lines are consistent with the enterprise-wide policies and procedures. Further, senior
management is responsible for the implementatior and consisient adherence by all personnel to the
operatlanal risk management framewa k.

2. Thesecond line of cofense carres from the operational risk management and compliance testing
functions which are both independent of business gperations. The Operatignal Risk Managermznt De-
partrment gversees the implamentation of ORM framework by designing risk assessmet methodolo-
gy and tools, coordirating risk managomaont activitics across the organizat on, and consaolidating and
reporting risk information/reports to the Board, thru the Risk Owversight Comnittee, and Senior Man-
agemant. n the ather hand, the Campliance Gronp conducts an independant assessment of The
Bark's campliance with relevant laws, rules and requlat ens, as well as internal peolicies to determine
areas that may sotentially resalt in lcsses due to non-compliance,

3, Thathird line of defenseis the internal audiz function which provides ndependant assassments of
the adequacy and effectiveness of the overall risk maragement fromework and governance struc-
tures. This function reparts directly to the Boa-d thru the Audit Committee.

Owerall, the Bank endeavors to establish an operational sk culture which promotes disciplined
risk-taking and crcates sharcholde value th-ough resources cfficiency, lass reduction. increased rov-
enuas and lower regulatory copital.

Thc Bank adopts the definition of operational risk as provided in BSP Circular 900 (Cuidelines on Op-
erational Risk Management), to wit: "Operatioial risk refers to the risk of loss resulting from inade-
quate or failed interna! processes, pecple and systems, or from extemal events. This includes legal
rick, but oxcludes strategic and reputational risks.”

The Bank further acknowledces= that "operational risk is inhererit in all activities. products and ser-
vices, ahd cute acrozs multinle activitias and business linat within the financial inetitut on and acress
the different entities in a banking group o conglomerate where the financial institution belongs.”

The Bank uses the same operatioral rick management tools with the Parent Bank in identify ng and
assessing ils opearatienal rick exposuras. The levels of operational risk exposure of the various units of
the Bank are captured by the following operational visk management tools which are all anchared
from the Parent Bank. results of internal/external audit and supervisory issues raised in the B3F
Repor: of examinatior {RCE), Process Mapping, Risk & Contral Self-Assessmert IRCSAL Business
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RISK MANAGEMENT

Impact Analysis (BIA), Koy Risk Indicator (KR1), and Loss Events Database (LED) and Analysis

Uzing the Bacsic Indicator App-oach, the Bank’s oporational risk weighted asscts as of Decomber 31, 2009
stands at Php376 8Mn while capital charge is Php37.7Mn.

The Bank uses the Basic Indicator Approach {BIAL for the calculation of copatal charge jor eperational risk.
Undor the BlA, the Bank must hold capitzl for oporational visk ogual to15% of the avorage gross income
over the previous three yeas of posizive annual gross incorne. Figures for any year in which annual gross
incarme is negative or Zerd are excluded from both the numeraior and denominator whe 1 calculating the
average.

The Bank comparas the results of the RC5A as against the capital charge for operstional nsk computad
using the Basic Indicatar Approach (BlAY in validatirg the sufficiency of the regulatory capital require-
ments.

MARKET RISK

Market risk refers to charges in the value of financial nstrurnets beld by the Bank dus to unpredictable
fluctuations in prices of traded assets and commeditios as well as fluctuations ir interest and cxchange
ratcs and other market indices which affoct cither camings ar capital.

(I a hign-level ante, the Bank maintains a sroicture of financial assets and financial liahilitiee At a layal
that is based on the averall risk appetite of the shareholders of the bank taking consideration of twa im
portant strategic elernents: (1) return targets and (2) capital adequacy,

As of cate, tha bank has minimal and temporary investrients on securities which is mostly performed far
liguidity purposes and will eventually be deploved to lending os the need a‘ises.

Specifically, L5B's market risk is composed only of interest rate risk, equity prce and other commodity
price risk. LSB's exposures to market risk os of Decernber 31, 201% 5 almost MIL sincemast of its loans aad
deposit products has fixed ratzs and irpact of the interest rate risk is furthor assessed using the Interest
Rate Risk in the Banking Book (IREBB) and investments were all classified and booked a5 Held to Collect
{HTC) securities, thus anly mirimal impact to rmarket <isk is assumed.

The Rank uses the standardized approach to measure risk weighted assets Howewer, the Rank has o
marke: nsk expesure as of 31 Decembe- 20132,

IMTEREST RATE RISK IN THE BANKING BOCH,

The Bank defines interaszt rata rizk as the currant and prospective risk to gartings or capital arising from
the movements in interest rates  Interest rzte riskis a form of market risk but it has a muki-dimensional
nature invalving the moverrents of rates aoross yield curves iterm structures) of ane ar more instrumeints.
Specifically, for the Bank's banking Book, the eading activities, tak ng deposits with different maturities

and interest rates, and investing in a sortfolio of fixed income securitizs, expose the Bank to interest
rate rizk. This risk may affect the recegnition and/ar scerual of interast Mcome and expanse.

Trie Bank utilizes the Earnings-at-Risk methodology i1 assessing the capital requirerment of its inter-
est rate risk exposure, Earnings-at-Aisk (EaR) of the Bank is an estimate of the aniualized maximum
change in nat interast incame given a spacified holding peried for a particular time band’s repricing
gap, with a corresponding probability of occurrence in a normazl rmarket enviror ment.

Tovalidate the effactiveness of the Earnings-at-Risk methodology, actuzl annualized NIl is compared
against the calculated EaR. If there are model weaknesses exposed by back test ng, they should be
immediately communicated and resclved Back testing should help motivate the organization to fur-
ther enbiance the quality of its mode!, 25 a large number of exceptions results In g higher requilatory
CAptal requirement.

The repricing gap analysis is the Bank's initial steo i assessing its capital requirernent 1o cover forits
interest rote risk. The Dank recocnizes that changes ininterest rotes can have acversa effects both on
its cariings and cconomic valuo.

As of Decamber 31, 2014, the Sank's IRRAR risk-weightar assets and capital charme for infrrast rata
risk in the banking book amounts to Php39.T8M0 and Phpi.s8 M, respectively.

0N aweekly basis, the Badk's Assel and Liability Committee (ALCC) surveys the interest rate environ-
ment, adjusts the interest rates far the Bank's ivans and deposits, assesces investment asporiunities
and reviews the structure of assets and liabilities.

0N a Fonthly basis, the RO is apprised of the Banks balance sheet struciure, analvsis of its current
and prajected repricing mismatches, and patential loss on net intarest income (EAR). The automated
LCR system enzbled cfficient gencration of Repricing Gap Reparts and was able to address many in-
adequacies of reparts that were only manually generated. Gap reports are now able to capture repric
Ing Infarmation of leans, Investments and other balance sheet accounts. Refer to the Notes to the Fl-
nancial Statcments for the rate shocks impact funder intc-est rate visk scction).

specific assumptions are used to reflect the behaviour of Interest-sensitive assets and habilities i the
preparation of repricing gap. For loans, performing loans arc bucketed according to cither the maturi-
ty date (for accounts paying fixed interest razel or nex: rep-icing date (for accounts paying floating in-
terest ratel. Mo prepaymen: is assumed. Mon-zerforrming loans are placed under non-rate sensitive.
For deposits, non-maturity depocits suich az current and savings aceounts are placed undet non-rata
sensitive while time deposits and special savings accounts are bucketed bazed on their contractual
rmatur ty.

LIQUIDITY RISK

Licjuidity risk is defined by the Bank as the current and prospective risk to earnings or capital arising
from the Bank's inability to rmeet its chl gations when they come due without incurring unacceptable
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RISK MANAGEMENT

losszs. It includes the inakility to manage unplanned decreases o changes in funding sources. [t also
anses from the failure to recognize ar address changes in rarket conditions that affect the ability to lig.i
date assets quickly and with minimal loss in value.

The Rank rmay he anable to mest its obligations as they fall due as a result of: liquidity cronch mitiated by
the Monctary Authoritics. overcxtended bo-rowing which results in the full utilization of the Bank of its
crcecit lines from lcnders, loss of marketability of the Bank's asscts at any price, market perception that the
Bank's profitability and financ al conditions are ceteriorating, substantial ret negative gaps it the Bank's
cash flow, and ext-aordinary events.

The Bank uses two approaches to liguidity measurement. The flow approach uses the maximuwm cumula-
tive outflow (ML) a5 g taol to measure liquidity gaps of matunng assets and habilities, Tre stock 2p-
proach is mare traditional -- it focuses on raties, and gererally stems from the assumption that past expe-
riance enables institutions to determine a ratio that wauld provide future liquidity. The Bank may 2e able
to validate srojectzd liguidity gaps by comparing thom against the actual leve's of liguidity, Wheneower s g-
rificanl differences creneled, e mcuel muy e ecalibraled by consicenng Ue conpleleness of Lhegdala
capturz, and acouracy of matarity bucketing. The MO repart 25 of December 31, 20719 shows that the
Bank's liguidity ‘cmzins at a comfortable level. All books posted positive gaps across all torors.

BLUSINESS RIZK

Uneler BSP Circular 747, Business Risk is referred o conditinns whirh may he detrimental tooa bank's hiusi-
ness maodel and its obility to gene-ate returs from operations, which in turn erades its franchise value,
Combining business risk with financial risks arising from the usad of borrowed funds generates total cor-
porate risk of the bank. Business risks shall include, but nat limited to: (2 Risks to reputation that arise
fram internal decisions that may damage a bank's market standing; (b Risks to -eputation that arise from
internal decisions and practices that ultimately impinge on the public's trust of 2 bank; 2} Risks from the
actions of a bank that are contrary to existing regulations and identifizad best p-actices and reflect weak-
nesses in the implementation of codes of conduct and standards of good practice; and ) Legal -isks 1o
the extent that changes in the interpretation or provisians of regulations divectly affect ¢ bank's business
maodcl Logal risk also covers the Bank's current and potortial losses from lawsuits.

BiP Circulor Ng. 872 provides that the Bank should establish o dynamic and responsive compliagnce risk
manacoment system which is designed to specifically identify and mitigate risks that may crode the fran-
chisz value of the RBank such as risks of leqgal or regulatony sanctions, material financial koss or loss torepu-
tation, the Bank may suffer as @ result of its failure to comply with lavws, rules and related self regulatory
organization standards, anc codes of conduct applicablc to its activitics. Compliance risk may also arisc
from failure to manage conflict of nterest, treat customers fairly, or effectively -nanage risks arising frorm
maney laundaring a1d terrorist financing activities. Campliance risk management should be an integ-al
patt of the culture and riss governancea framawaork of the Bank. Inthic recpect. it chall b the respansibility
and shared accountability of all pe-sonnel, officers, and the board of director

Tre Bank's Bisk Assessment process is covered in its Compliance Program, approved by the Board of
Directors. The main pracedures serfarmed are summarized as follows:

« |dentification. The Bank identified all historical risk everts from all of the Bank's business units. In
add tion, it idenzifizd other busiress risks and thair sources.

- Measurement. The Bank analyzed the level of risk associated for each risk event. The level of risk
has been deterrmnad vsing both guant tative and quahtative measures, Quantitative measures rafer
to loss amounts determined to ke the consequence of non-compliance. In cases where data is inade-
guate, qualitative measures had been used.

+ Mitlgation ang Control. Based on the Identified risks, Senior Management takes corectlve actlons In
order ta mairtain the level of risk exposures within the tolerance level Mitigants are in place in order
to control the risk cxposures.

- Mon toring. Senior Managerment with the assistance of Compliance Unit monitors the Bank's expa-
surc to business risks and detormines whether the said cxposure is still within the lovel of risk that
rnanagement is willing to take.

As a result of the assesament and quantification eonducted, total risk weighted assets ie Phpo.aMn
whiile capital charge is only PhploMn,

STRATEGIC RIGK

The Bank’s stratecic risk management is aligned with the Bank's five-year strateqic initiatives - Road-
map 2020, ks major strategic thrusts are supported oy strong policics, guidslines, and processes in
risk managemeat. The following risks areas are covered: (1) Credis, (2) Concentratian, (3} Business, (4]
Strategle, (5 Liquidity, (&) Interest Rate Risk Inthe Banking Book, (4 Credit, and (8) O paratlons risks.

The Banl's overall strategies aggressive business growth by maximizing opportunities on high-yield-
ing retail loar products particularly on Teachers Loans via® APDS, Microfinance, Aute Lozns, Housing
Loans and 5ME loans. The management is awane that this strategy nocds to be supported by auto-
rriation, infrastructure and capable support.

The Bank identified the axternal nzk, disruptions in the economy, as the ctratagic risk which may
hinder the Bank from executing the initiatives set to achieve the financial projection. Global and do-
mestic challences may cregte an unfavorable aperating enviranmert for the Bank and navigating
through thess external shocks may serve as a headwind, wnich can lead to adverse develapmerts.
Given this possibility, the Bank utilizes the full range of available macraeconomic data and toels to
measure the likelihood and its impact to the Bank’s general business,
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RISK MANAGEMENT

This procedure assesses znd cvaluates the impact of coconomic uncertaintios to the Bank’s capital adequa-
cy. Advanced gquantitative and qualitative techniques are used in the process to identify the risk factors n
volved and to proparc internal modcels for the diffcrent sconar os and arrive at the requircd capital ovel
The strategic risk managemert is 2nintegral part ir the strateqgy sctting, strategy execution, and strategic
manacement procedures of the Bank to achisve its ohjectives.

Aside from the medium-term plan Roadmap 20240, the Bank sots out annual strategic planning to cnsure
that the strategies are aligned wath the goals. [t matters that the Bank continues to carry out its business
strategies in the long term and remazin relevant. A management frameswark for strategic risk is primarily
concemed with the following areas: business envirenment in which the Bank operates, response of the
Bank makes Lo the developrnents in its operating environment; and required capital iequirernents com-
mensurate to the sk EXpOsUres

Methodalogies were put in place for the Sank's risk assessment. In this pracess, to be ahle to develap 2
sufficicnt madel, the Bank needs to identify the hazards and the risk factors that may potentially impact
Lher Bank’s capilal adeguacy. The model covers Lolh Lhe guantioalive crd cualilalive dula calleelion in
arder to cover the non-quantifiable risk aspects.

A cemprehensive review of the forward-locking econermic praspects of the intermational, regional, and do-
mestic financial iNstitutio1s was made to analyze and cvaluate the potential risks associated with the op-
crations of tho Bank. This resuilted to the identification of key macro-cconomic variables that was uszed in
the model to test the capital adequacy of the Baik in the different scenarios identified.

The risk assessment methadology provides the Bank initial cffective strategic -isk mitigation process.
Measures of certain financial and ncn-financial ndicators support the Senicr Managerment arid RMU in
avaluating the Sank’s growth. These glso provide guidance to the Board on how to proceed with the
Bank's strategies, either to implement strategic adjustments of put to end to certain strategic initigtives.

As an additional measure, 3 more extensive channel for risk mitigation has keen implemented by the
Bank. Every six manths ar 25 necessary, the eniar Maragement tagether with the Board gets to review
the Bank's averall straleqy and risk cppetite as to their materiality. Collectively, decisions are made rele-
vant ta the Bank’s financial perfarmance should developments in strategic initiatives are nocessary. This
mesting is used as a venve (o provide a more extensive discussion and decision rmaking processes where
financial matrics are disc ussed under long-tenm goal setling. These updates instrateqic direction, depard-
ing on the management and the Board, may then be affected.

A scenaria planning exercise was corned out adapting the macrgecanomic risk factors idzntified in the
Risk AsspesEmont process The historical data of these variables were collocted from the carliest to the
latest data available. The economic cvcles of the Philippines have beeritested and ‘neasured. Likewise, the
global and demestic headwinds that led to the downturns in the economy were identified. The impact of
aach macroaconamic variable iz tested against the buet in the aconatmy, with adjustments due to cezeoh-
ality.
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APITAL MANAGEMENT

CAPIT
AND ADEQUACY

Qualifying Capital 2018 2018 Credit Risk-Weighted Asset 2019 2018
Tier 1 Capital o ' ' Credit Risk-Weighted Asset
Faid up cormmon stock 1,245, 06000000 1,245 $€0.000 00 Total Risk Weighted On-Balance Sheet Asset 200856365789 147541428677

Aududitivnsal paid I cepilal -
Ceposi. for cormamen siock subscrption -

Total Risk Weighted Off-Balance Sheet Asset - -

(T17, 118,115 25)

Total Counterparty Risk Weighted Assetin the - -

FRetained 2armings CEEG GG G 96)
Lndhided profits 41,230,087 .34 14,042 634 37 Trading Book{Derivatives & Repo-style Transactions)
Met unrealizes gains o loasses or AFS seouitic = t Total Gross Risk-Weighted Assets 2009563657389 147541428677
Cumulaingea Tl!'ll'E-IgI'I CLIMEnCy fransiatnn - EE du'l:ﬁﬂ ns:
hers 10,2002 1600 1,233 70600 : _
Mic ceity Inferest - : General Loans Loss Provision (in excess of the - -
Less: Reguatory adjustments amount permitted to be included in Upper Tier 2
NOSH {492 304 87) {207,207 29)
Deffered noome fax (26461 B0B00) (27,088 272 00) . )
Goodwa : 2 ; Unbooxed valuation reseves and other capital - -
Ctther ntangibe Azsets {1,633 BED 55) (3,060,150 53) adjustments affecting asset accounts based on
el : ; the latest repart of examintaion as approved by
Total Comman Equity Tier 1 Capital 572 PO 6T 0 96 513,781,085 30 the Monetary Board
Aadninral T 1 Capial I 7 5 7
| Instrurrerts issued by the bankthat are elighle 3 Total Credit Risk-Weighted Asset 2,002,563,65789 1475414 28677
| Capial
[Total Tier 1 Capial 572 BBGTHO6  513,781,08530 s AT ; ’ ; : e :
,_Egzr,m:fmm in Subs diaty - 50% S i} RHeconciliation between the Philippine FHnancial Heporting Standards (PFERE) Capital, capital
bt Tier 1 Caoitsl 570 MOGETHO6 51764 (0530 under Fhilippine Regulatory Principles and Qualified Capital for Minimoum Adequacy under
Tier 2 Capital Basel [l are as follows (n PHP millionk
Frdeemald: prelered slock
iaeneral Loan Loss Provision (GLLP} 15,434 202 68 13,029, 4658 94
Unrealized Galn AFS Equity Securtiss -
Total Tier 2 Cagial 1543929258 13,069.4850.94 PFRS Capital, 2019 667.64
Rt o Strva ey Difference due to Accounting Principles |65.85)
et |ier 2 Uania 14,438 207 b8 11,064 4654 44 r
Total Gross Qualfying Capial 500 TIMOTIEL 526 960 58524 RAP Capital, 2019 601.79
|Less: Total Investrant in Subsidiary P
Total Qualitying Capital 588 WBOTI6A 526,880 56524 GE"_E"EI Losn boes = rosion 1544
Capital Adjustments {28.89) |
- Craifying Caphta! e Qualified Capltal for Minimum Capltal Adeguacy
Tier | Capial 5f2ADEG7R03  515,7E1 00530 | :
Comman Eqyity Tier 1 G72.80CE7BO3 513 7E1 08530 Compliance under Basel Il 588.34
tAddrional Tier 1 Capital -
{Tier 2 Capial 16,435 792 53 13,0E9 460 54
|Grass Casléying Capital G 3R 973 64 SPR BEOSES P4 | PER CAR Submitted to BSP 588.34
{Less: Required deducticns - I
[ Tatal Qualifying Capia F38,33E 97264 526,860 56524
Hisk YWesghied Asoet £ AHE ABE B4 45 1 HOE BdEl A5
{Common Tier 1 Ratio 29104 Pt
| Capital Conservation Buffer 18.01% 22.44%
fTIir'1 Capital Ratio 24.01% FH a4
| Capital Adequacy Rado 24.6G5% 29 16%
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DEPOSIT

PRODUCTS

NOW ACCOUNT

The NOMW account iz a 2-in-1 checking sccount that allows
yau o settle your day-to-dav payables through its check
ook and canvenient ly allows you 1o monitor o check is-
slancas through passbock,

SAVINGS ACCOUNT

Regular Savings

Aninterest bearing savings account that allows the
customer Lho flexbility of accossing funds amgtimma
Lhreug b ovear-Lhe-counler [OTC for bolh savings and
transactional purposes.

Bulilit Savings

Anintzrest hearing savings account designed s pecifically
[oar rrincrs aging [Fom saven (70 Lo walkve (13 paars old,
Like the Regular Savings Account, it allows the customer
the flexibility of accessing fuads a1ytime through over-the-
counter

0T far savings and transactional purposos

PRODUCTS & SERVICES

Friendly Savings

& Savings Account that allows clients to earr higher
thaon reqular savings rates By malntaining high de-
posil balances. The eamings poenlial is largely influ-
enced by the amount of deposit maintained ard the
prevailing Ma-ket Interast Rates.

SPECIAL SAVINGS ACCOUNT

& Peso Tarm Deposil accounl Lhal allows clienls Lo
earn higher than regular zavings rztes by maintaining
theirdepost balances for a speced periad of Lime.
The earnings potential is largely influenced by the
argunl & depesil mainLained, the lenor of deposil,
and Lhe prevailing Markel Intarest Rales.

TIME DEPOSIT ACCOUMNT

& Peso Term Deposit. account. that is evidenced by a
cerlificate of Tiree Deposit CTE 1L allows clicnls Lo
earn higher Lhan regular savings rales by rmainlaining
Lhair deposit balances jor a specified pariod of Lime.
The earnings potential iz largely influenced by the
amcunt of depesit. maintained, the tenor of depasit,
ang Lhe presailing Markel Inlzrest Rales,

LOAN

PRODUCTS

COMSUMER LOANS

Microfinance Loan (Ga Micro Regular, Go Micro
Plus, Go Micro SME, Power Up)

& lpan product managed by the Retail Banking Group
that is targeted to microcnterpeises, Itis creatod to
provide an affordable credil Tacilily Lhal will help
mecra entreprensurs expand their present business
activities that will eventually increaze their incorne. I
offers better intersst rates and easier payvment
schemes as compared to the formal moacy lenders
Lha_ microenlraprenaurs currantly deal wilh.

APDS | gans far teachers

A nuli-pupose loan product managed by the Retail
Baonking Group (RBGI that is targeted to Dopld's
Leaching and non-Leaching personnal. Hepayrmenl
for APD% obligation is drawn against Depkd teaching
person nel’s =alarie= thru automatic payroll education.

Professlonal Salary Loan

A mulli-purpose loan prograrm m2raged by Lhe Helail
Banking Group (RBGI that is kargeted to emnployed
indviduzlz. The loanis granted bazed on the paying
capacity of the borrower, Bepayment are drawn
agalnst the borrower's salaries and other poyrall
credils.

Houzing |Loan

AR anmrtizing termn lean facilty secured by real
catate

proparies undar lhe borrowers name.

Aulo Laan

A peso loan available bo individuals or entreprenaurs
ta finance the purchaze of brand-new ar cec-
ond-hand wehizles. Re-financing of units already
swned by the applicant = alao <ovaqed by Lhe prod-
uel.

lewelry Loan

A rulti-purposs san facility offercd 1o individuals
and secured by jewelry o gold ilems, The lean s pay-
gbile vie gclvance rmonlhily inleresl payrnents with The
lazn principal payable menthly or upon maturity.

COMMERCIAL LOAN

Small and Medium Cnlerprise Loan

A loan progrdamm chal helps build busines: by provid-
ing shart and lang tarm facilities ta >mall and
Medium Frtesprice {o support liquidity o capital
bulld-up, cxpansicn and acquisitions or buyouts,
arnong and Slhar business aocds,

Small Businezs | oan

&4 loan product that is a fully-secured credit faclity
feither by real estate oF deposits! tangeted 1o Zmall
ard Medium Colerprises (SMOsh a0 Lthe current
rrigrkel, SMEs have lirmibed aecess Lo credil.

The ZBI praduct airms 1o address this need by prowvid-
ing MLCs the cash thoy need to grow their business,
Cxlending lzans Lo Lhis Largel markel will also help
Lhe Bank in increasing ils deposils, givan Lhal SMes
represen: a huge CASSA market.
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69

ALBAY

Megular Paanch

735 Duildirg, Rizal, Stroct
Ol Albay Jistilot anco
Legazpi City

9 58404008

OnGE-8E 523411

(2521732 2200 local 30006

MASEATE

Regular Drarch

Linits 869, 2&T Ruilding
Coybo Stroel

Bray, Tugka, Hasbate Clty
D517 R24 1650

Dgoh-8e Yy TERe

(0521 737-2000 local BO0Is

POl AMGLIT

Megular Branch

Maticral Road. Baswd
Polangui, Mbay

D9 T-5841487

LoB-RiE 5310

[0R21 732 3000 local 80004

DAFT

Regllar Branch

SLIRLA Building | ukban Streat
Caat, Carnarines Morte

L F-5EA LA

DOOoR-L40T 40

(2521 732-7200 local 8000

DARAGA

Reolar Branch

Pereta Ruiding

Lba. Maria boreat

San Roque, Caraga, Albay
00T G4 1581

LA0-0G L3040

[an2) 7323000 local Boo02

DASMARINAS
Branch Lita
WM CIRE BGuilding

Molinc-Faliparan icad Salawag,

Dazrmaricias Cioy. Cavite

O F-EE30030

agAT 7073730

Ln2] rA2-00 acal 00015

GOA

Branch Lite

I. Quinzan Building
Frgumbayan Pequefo

Rizal Street. Goa, Camarines Sur
DEAG-7 251130

IOR2) 732-3000 local 200z

GLIMORAT AR

Regular Branch

T Paulale Slreel
Guincbatan, Albay
DAT-584 1582
O99R-AERa6H89

10521 732 3000 local 8007

| LICFNA

Rogular Branch

A.M. | ubi Ruilding

carner |agarao & Elias Streets
Gray, 5. Lugena Sily

0990 2254134

12521 7A2-3200 local 8004

MASBATE

Regular Bianch

Units 5&3, 3&T Ruilding
Cagha Shroel

Frgy. Tugba, Masbate City
D37 5241500

LO9E-BE5 HR0

D620 732 3000 local Sooic

MAGA,

Regular Branch

REA Bullding, Trlangulao
Maga City

L3 -5 847650
OOH-AEL340H

D521 732 2000 local 83CoM

5AN FERMANDO, PAMPARNGA
Regulor Branct

4 AHD 2 Ruilding

Mc &rthur Highwway Sindalan
0Q25-9553355

(052 T32-3000 local 80015

BRANCH NETWORK & ATM

EORSOG0ON

Regular Branch

afF Altarejos Building
lameralln Strest

Froy. Rurabad, Sovsagaon City
e WS F (e

CAagHE-HE53E00

(O5=) T2 3000 local B000R

TABACC

Regulor Granca

GfF, MUK Building

A4 Berces Street. Hasud
Tabaca Clty

S -LHATERS
CHE- 25 e

{057 7323000 local SOGOS

CALALIAG

Branch-Lite

Agravants Building

Riral 2treetf, Brgy. Sta. Maria
Calavag. Queszon
L ) |

(o ITT-6T03

(o= rad-oo local oo

IRIGA

Brarch-Lile

DLS Building 121-Zore &

Hi Way 1, San Isicm

Iriga ity

CR2T ITZ0CTN

(et =300 local Sac

YIRAC
Raquiar Branca
2k Dal Building

corer Surbidy & Rizal Slrealsbon

| [=11-%

Viroc, Cotonduaores
7L O00E-E1134 25
IoEE T2 3000 local S00oa

¥,

i

7
2

L

—
p
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INDEPENDENT

AUDITOR’S REPORT

Thie Sleaekbisldor: ard Uz Board of Thineolors
_0azpi Eavirgs Ban, Inc
S35 3uildiry Riga Shreel, Old A bay Dislricl, Legazpi Cily

Reparl on Lhe Audil af Lhe Financial Slatermenls
Cipinion

W fgve gudiled Ui [ingncial slalemenls of egg2pi Savinygs 3ank, rolhe Bar ki enich comprise bz slale-
ments af fiaa~g al position 25 2t Lecombicr 31, 2010 and 2008 244 thestaiements of incomc, statercnts of
comprohersive income, staterments of changes in ciuity ans statzmerts of cash flaws for the yoars then
end=d, and natos oo tae firancial statormonzs, including o summmary of sigaifcant socowrting policics.

h our apinicn, the accompanying financia statomants prosont @itk 0ol matoria cspects, fae fitntc ol posi-
darncf bz Bark gs al Decermber 31 200% and 2003, and ils [inaroz] performance and 1ls cash Tows [or e pears
e ended ingccordarce wilth Prilipzing Firdancizl Teooring Slandards EREsD

Basis for Opinion

We conducted aur audils ir atcordance wilh Doiiopice slandards o Audiong (Faas), Our responsiolites
uadzr thosz standards are further descrized in the Audicz s Resporsibiitics fzr the Audit of the | inancial
Sratements section of cur repert. We are indzpendent of the Bank in accordance with the Cede of Lthics far
Frafessicnal Accountants rithe Phillppines iCode of CThicsd Logether w i the elhical reguirerrents sl ane rel-
cvant 1o our audit of the firancial stotements intrz 21ilipp nes, and wie have fulfileg oor otaer otical respors
Elitizs in accardance wih thosz rcuiremerts ond the Cade o° Zhizs. Wee boiews that the aud it ovdenco we
have obtained i sufficient and apxaropriate to provide o Basis for our opinicn,

Heosponsib lities of Managemen: and Those Charged with Governance mor the Financial Satoments
Wariggerenl s cesponsibe [or (e prederaaon and [ presenlation of be irancizl slaleroenls noeccordarce
of financial statornatsthat are frec from material misstatoment, wiector dae to fmed ar ormor

M praparing e linancia slalemacls, nanagentarl is raspenilile [or 2eaassing e dands sty Lo corlinge
as & goirg corcern, disc csing. as aoplicable, matters rzlated to goirs concen and using the geing concern
sk of accounlicg unless roznage ment gilher i-lends L2 liguidals e Bang or o cegase operalions. o has ro

real=lc allerralve Bul o daso,

hioeo changod with govemarce arc resporsible for oversooing the Bank's firancial reparting process.

Ardiiors Responaibililies [or the Audil o .he Fnancial Slalements

Jur obieclv=s dra Lo oblair reazonanle gusorance cbhoulwnsther he lnancia slatermsnls 92 a whole are [res
[rewn izl edal misslalamae], wasther cloa e [raael e 2oee aeel e i=snear acdilars reparl Thal ine Lckes slr
apinien. Aeasenalrs assurance i 0 g level of sssurarcs, Belis ncl g gaa-antes that ansedit cancusled in
gecardance Wil PE0s will 3 ways delect s meleial misslalement when il gxisls Misslalernents can griss [ror
[rad G errar grdd gre considered maatial i, indiv dualy of in the aggregate, they cauld reascrably be axzeol-
=7 L injloence e ecanaomic decisions ol users 1aken on Lhe bazis of these [nardia sialements,

A5 part of 2~ audit in accordance with PoAs. we sxercise professionsl jLdgrent a-d mmaintein professionsl
zkeoticizm thrgagaout the Judin Wi 2 s

+ detify and assess the risks of matoria misstoremoet of the financicl statements, whether due to fraed or
arrr, clesign ard perfare audil procedures respanuive Lo ose sk, and chlam sudil evidencs thal i su]fi-
cer bl apprepn o W 2eoiche e Liasis Tor our apirorn,. The ek cl ool delecUng o noaleri s lalerrneed] e
suting fram fritd s highor than for anc resuting fram arearn, 25 fraud may invalec col usice, jorgorg, inteational
AMTsS ons, misrepresenldliors, or Me overice of nlerna control,

v Qbaiv an underslandicg of inlernal contral re cvaal ta e kgl in ader o design audil prosoedurss Thal ore
appropriate n e Crournslances, bul nol or lhe porpose of expressing 3r opinion on he gfecliveness of e
Bark's inlerral cortrol,

« Lyvcluate the opprapriazencss of accounting poicies Leed and the reasorabenoss of sccaunting cstimates
A1 relaled discle=vres misde Ly rdnagerenl

v Canclude anthe apprapdatensss of managemant’s usc o the Zcing concorn besis of accouati~g ard. bascd
on the zudit avidonoe ebizined. wh otaer o materizl oncortaicty exists rolalod to cweots or conditions that may
zast sigrificart doubt on the Bark's a5i ity to cortinue as 3 going cancerr. § we condude that 3 msterisl ur-
SRIAINty OxistS W o roqLircd o drawe attonticn in QL avditor's repad 1 tre related disclosurcs in the finan

Al statomerts o if sucs dsc asurss am inadejuate, to madify our opiciza. Dur concl.ziors arc based on tro
Audilevichence obla neel oo Do s le ol o suclilor’s renarl Simsiseer, Tolae svenls o coneiliors rrgy case

b Rark Lo coase Lo conbie e 0% i Qoirg Concer.

- Evgluale e overall gressrlalion, struclores and conlerl of e ingncial s.elemenls, inclodies he disc osares,
and whelhes D firgnciz] slalemarls reireser) Che andecharg ransactions and seenls ic 9 mennar Lhal
achioves |air presont st

we corrnunicale wilth those crarged wilh goveinarce regarding, armong olher mallers, e planned scope
and Uming of the aud L and < gnifizant aadil |indicgs, ncludirg amy sigeifosel delicencies in inleiral contrl
that we idzatify durirg cur audit.
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INDEPENDENT
AUDITOR’S REPORT

Report on the Supplementary Infermation Required Under Revenue Regulations 15 2010
and BangkoSentralngPilipinas (B5F Circular No. 1074

O gudils were conducled [or e purpoce af farming a3 JEnlon on U besic [inard al slalemerls aken 35 4
whale, The supp cmontary i~fermation mgquitd uncar devenue Bequlations 13 228 0 Noe?7 ard the 15F
Circilar Mo o7 in Mo 38t e financial statomrens are proschied for purpases of filing with tho Borean of
ttoonal Bovenue and BSF. respective v, ond is net 3 reguired part of the basic finarcia statementz Such infor-
rralor i b o pursio by o] Ui rowrggor el of oy Sovinngs Bask Do Thaz e fuernatico bas own sl
[octed o the acditing proocdarss opplicd in our audit o the Basic rhancia’ statomcis. 1 aur aginiar, the in
formation is fairly stated. ie al matedal respocts, inrelatior 2 the basic finaacia statomants taken as 2 whole

SR GOARES VELAY G T

mretario-B Mamita

arlier
LA Carlicala Mo 115260
SEC Accreciiotion Mo 1899-8 (0rnup Ay

Augusl 18 2008, vald unl Aogusl 1. 2020
Tax ldendlicalion Mo, 210-3120-309

2R Accradilglion Mo 0200 0LH32-2008,

I ebruary 9, 2276, valid vintil | ebroary 8 2021
TR I, Blhahb, Jantary § 2020, Makall Cily

ARri 30, 7070

STATEMENTS OF

FINANCIAL POSITION

December 31
1019 201E
ASSETS
Cash and Other Cash Itsms B72.868.361 B7) (58658
Due from BangkoSentralngPilipinas(Note 13) 301 666,967 521,361,553
De froe Other Banks 91,860,631 fi5 OB A 446
Securities Purchased Under Resals Agresment Note 6) 66,578,028 28 000,000
Investment Securibies at Amortized Cost (Mote T) 200,309,182 0 320 063
Loans and Eeceivables (MNotes 8 md 22) L570602 400 1027 7633233
Property and Equipment (Note 9 142,812,646 76,202013
Investment Properties (Note 10) 115,800,079 123 892 010
Dieferred Tax Aseet (Note 21) 113,377.046 24,326,063
Other Assets (Note 11) 14,986,695 17,251 362
B17E0.961.044 22220321321
ITARTMLITIES AND FOQUITY
LIABILITIES
Deposit Liabilities(Notes 13 and 22)
Demand P175,860,101 B174,535,033
Savings 1,415.340,652 1252833133
Time 380,821,370 180 076,721
1971,081.213 1 607,444 880
Accmed Expensss{Note 14) 26,950,414 14,804 526
Redeemable Preferred Shares (Note 15) 30,700,000 30,700,000
Other Liabiities (Note 14 02,630,101 20,169,453
2121320728 1573118908
EQUITY
Capital Steck (Note [ T) 1,245.060.000 1245 060,000
Deficit (580,805,18%0  (70%,471,702)
Surphas Reserve (Note 17) 6,451,012 6451013
Remeasurement Gain (Loss) on Retirement Liability (Note 129 (3,066,408 1. 2622302
667,640,316 M7,202413

B2,789.961 044 22220321321

Ees ace ompary ing Notes fo Finor ial Saemenis.
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STATEMENTS OF INCOME

Years Ended December 31

2019 2018
INTEREST INCOME
Loans and receivables (Nokes8 and 23 PIMG41. 740 BIOT 237615
Due from BangkoSentrzingPilipimas and other banks 10,333,621 18,01,736
Investment securities at amorti zd cost (Moie 7) 830307 8237 858
Securines Purchased Under Resale Agresment (Mo 6) 5,463,132 3002137
154,780,000 237 380 36
INTEEEST EXPENSE
Deposit Habilities (Notes 13 and 22) 26,757,084 19,021 937
Lease [iability (Notes [4and 20) 4,334,566 -
AL 050 10,021 937
NET INTERE 5T INCOME 323 607 050 0B 367 400
Eervice foos and commess on income (Mote 18) Lo7in3 1426376
Senvice feos and commession cxpenss (Mo 14} B84, 263 4907 86T
NET SERVICE FEES AND COMMISSION INCOME
(EXPEN SE) (Wote 18) (7.212.41) (3.571491)
Profit from assets sold (Notes 9, 10 and 11) 13,015,602 1,400,331
Gainon foredosune - net (Notes 10 and 113 12,418,272 40535979
Miscellaneous (INote 18) 14,365,935 0256751
TOTATL OPFEATING TNCOME A56. 284 MR 219 500 179
OPERATING EXPENSES
Compensztion and frnge benefits (Notes 19 and 22) 118,135,657 75,884,831
Secwity, messengerial and janiterial 46,856,172 18,145 066
Depredation and amortization (MNote 9 36,982, 860 23677712
Taxes and licenses (Mot 1) ISRET. 0T 15,203 330
Transportation amd ravel 17,220,978 10,962 822
Occupancy and equipment-related (Note 20) 13,534,478 16,046354
Information technology 10,256,315 7.730 460
Power, light and water 8,059,001 5,602 736
Insurance 6,537,124 5,730010
Commum cation 4,852,505 2057 8B40
Enfertanment, amusement and eaeation (Mot 213 28971 2179031
hanagement and professional fees 1.m7,137 1,561 509
Provision for credit and impairment loszss Note 12 BOs, 843 1.030.139
Migcellansous (Wote 18) 13,040,050 14 388 8O7
TOTAL OPERATING EXFENSES 07,544,197 200,609.656
INCOME BEFORE INCOME TAX 48,710,711 18,800 523
PROVISION FOR (BENE FIT FROM) INCOME TAX
Wote 213 (76,925802) 0026617
NET INCOME P125.666,513 BO 872 006

e secompony g Notes lo Fingre lal Bderents

STATEMENTS OF

COMPREHENSIVE INCOM

Years E ndad December 31

2019 2018
NET INCOME P115.0666,513 BO E72 0046
OTHER COMPREHE NSIVE INCOME (LOES)
Tfem that may not be reclassified to profit ar loss:
Remeamirement gain (loss) on retirement liahility, net of tax
(Note 19) (5.228.610) 480070
TOTAL COMPREHENSIVE IN COME P10 437 003 P10.352 078

Sea e anipary i Nodes (o Flwor ol 5 ae mesls

STATEMENTS OF

CHANGES IN EQUITY

Remeanarement

waln {losjon

Suarplis FaliFeTREnT

Capitalstnclk FRRAFTR liakdlity
(Meee 17) Dheficit (vate 17 (ote 19} Twtal
lance & Jarmary 1, 3018 BLESOG0000  (BTO64TI 0 P 451 00% PlaG220  PSLT0R413
tal compsehensive income - 15£66513 - {322E610) L0, £7803
Bnce at Trec amb ar 31, W10 B12A3060,000 @380 805 185 [ b A B (BLMGAE)  Ro6T, 60816
lanee o Farpaey 1, 2013 BI1M5060,000 (BT 1634008 BG A3 2782132 BAIE MALET
tal comprehensive i ncome - 0872 W0a - 4RI 0T 10352076
Erpce al Tocomb or 31, 2018 EL 2550000 B ST, 05 oy £1,2028 200 B 0241

e gor gy fng Notes 1o Fingy ol e renis
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STATEMENTS OF CASH FLOWS

‘E'ea;rsi.' nded December 3l

e 2018
CASHFLOWS FEOM OPERATING ACTIVITIES
Tveomne be fore income tax RAR 740,711 P18 590533
Adjustments for
Denmeciation and amorti mtion (Note 9) 16082 860 11 ATT T2
Profit from assets sold (Wates D, 10 and 11) (13,00 5602) (1,400.531)
Gain on foredosure (Motes 10 and 11) (12,418272) (4,053 079
Readrement expenss THote 19 4,407,581 12980377
mEereston lease liability (Nots 14 and X0 4,234,866 .
Provision for aredit and snpairnent losses (Note 12) SR5843 1,069,139
Changes in operating assetsandliabilifies
Deooase (incroase) #:
Loans and rececvables (540,158,555 1) 30,593 724)
Other assets (3,200, 34) (1,120,828)
Increase (decreass)in:
Depost liabili tes 364,586,324 (201,283 254)
Accued expenses 15,317 2. 051.58/4
Other Habilities 7572105 6,097 713
Net cash usedin operations (86,231382)  (134,7072978)
Confributiors paid on retiremert plans (Note 197 = (2, 160.40338)
Income taes paid (8.724.834) (6,220 042}
Wet cash usedin operating adivifies (04.956216) (193 007428)
CASHFLOWS FREOM INVESTING ACTIVITIES
Acqu sitions of:
Property and equipment (Note ) (33,711L580) (30,303 350)
Software costz (Mote 11) (1,108, 893) (2 162 053)
Procceda from salc of
hw=ment proparties (MNotes 10 and 24) 12979410 B.%13 400
Property and cquipment (Note 9) 2091165 2. 156414
Regossessed chattels (MNote 11) 427,000 145 300
Wel cash usadin mve sfing achiviries (19.322007) (41,250 308)
CASHFLOWS FEOM FINANCING ACTIVITY
FPayment of princpal portion of lease habhity(Mote 200 [8,144,547) z
NET DECEEASE TN CASH AND CASH EQUIVALENTS (1X2. 42 3,67 0) (234 347737

Fonvard

Y ears Ended December 31
09 2018
CASHAND CASHEQUIVALENT S AT BEGINNING OF
YEAR
Cazh and other cash items BT0IE8. 658 B2 3241
Due from BangkoSentrlngPilininas 521,361,553 06,243,328
Due from otherbank= 65,086,446 £2.707 603
Securities purchasedunder resale agreement & 8,000, (0 453 470,222
745,406,657 073 754,304
CASH AND CASHE QUIVALENTS AT END OF YEAR
Cash and other cash items 72868 361 70,058,653
Due from BangkoSentralngPilipinas 300,666,967 521,361,553
Duoe from other banks 0]1.86%.631 63 980,446
Securifies purchasedunder resale agreement 66,578,008 &8 000,000
B622.082 087 B745 406,657
OPERATIONAL CASH FLOWS FROM INTEREST
Interest received P356,11 1841 BX20 033 500
Interest paid 27,450,469 1540216

See @ companing Notes to Finaricial Siatems s

*For full details regarding our Audited rinancial 5tatements.
kindly visit our website www.lagazpibank.comph and access the said item.
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