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Corm*EVl$m

Tfie Rural Bank of Sagabag {ltl.V.}, lnc. erwisions itsetf to be ttre most trusted runrl bank that provides
quality financial services in the prwince and tn fiegion 2.

Corpgratg Mlgsiorl

. .Mrc{naodServices
To offur fast, competitive ard.ctrstonrized ptoducb and seryic€s.

t (ilitrrts
To prodde hlghly accessible financlal servlces to the unbanked underserved and
rnarg[nalized sectsr.

r Employees

To develop values-driven, vision.focused and seruhe-oriented: professionals with
passlon for excellence and productivitv.

o Slefid&rs
To foster gcod gcy€rrlame.ttssugh leadership by €xd,nele.

o fimmunity
To pioneer irmqrative deft@rent prograrBs for the genteral a#aneernert of the
community.

Purroose

" We Empower the Countryside "

Core Vafues

S - ervice Oriented

E - xcellence

R - espect

1l - atues Driven

I - ntegrity

C - ompassion

E - xtra Mile
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&rDreld

Rural Bslk of Bagphry {?W}, lnc* ls kncrAr} for financial silasgth, srd exceptlonat ctstonrer
serv$ce combirled ,Jyith innovation and tedrnology that makes 'banking orperience more pe.rsonalized

andgumrerd,Ent.
Financiat strength maflifested by strong capltal position, growth in loan porfolio, profitability,

and growth ifi total resourrces.

Exceptional custorner service by processing the transactions the fastest way without
compromlsing the existrhg policiEs. BanHs staff are incredibly frrbndy and attentive to account
inquiries.

lnnovation and technology by hiring talented lT professionals and looking for service
providers that offers products and solutions through services that are on-demand or hybrid delivery
model.

Our Business Model

The ear* orerates a a sknph ba**{ac ffined by BSP} providiry retalt ber*ir4 products and
servkes designed to rneet the end{o-end needs of all types of users.

2. FTI{AfiCIilT $,NVIMARY AND }ilGTTLIGHTS

Minimum Required Data 2022 202L
Prcfrtability

Total f{et lnterest lncorne 68,256,072.O0 57,!Xr4,687.(rc

Total !{on-lftterest lncorte I2,49r1,428,.m r3,485"528.m
Total Flon-lnterest Expenses ?2:,49X,6:F.00 31,:153,!zo.m
Pre-prwision profit 48,:I13,865.(p *,117,ff)5.0o
Afhmnce-fior credit losses 914$4,449.0O 14,278;92:1.00

$*€t lnsome befere t*rorna T,ax 7.m e5F38,173.90
lncome Tax Expense 9,777,277,44 5,671,789,00

Het trncome 8,162,14{1,00 20,tr55,384.@

Sctgcted Batance Sheet,Data
Liqeid Ass€ts

6ross Loans 497,1W,77AAA 465,738,395.00

T,otal Assets 654314527"N 638,6!16,036.00

Deposits fi13,991,700.m 443,5181458.00

Total EqurW 206,ilt 6!N).m 184320,097.m

Selected Ratios
Return on equity t*777r_ tt"7196

Return on assets 4.Ln6 3.23Yo

Capital Adeguacy Ratio 24.35% 30.31%

Others

Cash dividends declared 484{r,355.00 0
,Headcount

Officers 11 14

5taff !r} 3I
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3.-fStIAill(XAL ruNr(St Al.sI RESULTS tr OpEe UGlrl

President's Report

To our fellow stockholders present here today, I would like to thank first the Lord Almighty
for giving us this opportunity to ioin togethsr in this 2023 Annual Stockholders' Meeting.

As rve emharkon 2023. ht us lookon2022.

MffiamdScrvicesr

Wit& t+re,pandernk stilli*ourm*&t,-ar+d a high pastdue rdbas aresultof iq vre,remained
competitive bry maintdining our low intercst rate for long term bans at t2% arxd a one time serviee
ttarupdsX, w{thdfmtfiishing!fto#tl*fpqrilierffi bccatseintcr€stk barcdonttrcrentainingMa+rte.
* ln case of pre-termination, a charge of 2%, versus other banlCs 3% to 5%, is added to the remaining
balarrce,

tike the prevbus year, we afso resorted to re-str.ucturing of long term [oans. A new pac*age

that we implemented only if it was mutually beneficial to the client and to the bank.

On the renewal of regular loans, we continue to enforce the "Clean Up" policy of deducting a
cstain percentage to the client's remaining balance. At the height of the pandemic in 2020, which
resulted to the downturn of some businesses, we lowered the Clean Up policy from 5% to 2%. But
somehow as business slowly picked up in the mid year of 2A22, we Wdually increased to 3% and 4Ya,

E[sttdTffi

The new eore banking systern proyes to be a strategic nlo\re, as it aho prepares us for tnobile
foan*ing in tle future. Srdr is the trer,d of tod*y wlere atrrroet eerythir6 can be done online"

Attheefidof thefirst $ffir,ourwo*inggroupfortlrc digialtra*sforrxion compoced'of
the head of our lT department the head of HR and head of Accounting, were successfut in thelr
training phase. After nno uueek of trainlng in Aibay, Bicof they p reparcd for the migration data u&ich
was completed by the middle of the thirtd quarter.

Some setbacks were encountered along the way but the team remains steadfast. lt is quite a

feat considering their ordinary day-to-day responsibitities they need to attend to as well. Atthough
we are still in the parallel stage, it is our goal to leave the old system by the end of the first quarter of
2023.

ErnploUees

Hiring of employees is also an ongoing process as our hranch offices. needs for their'
e:tpasdil€ clhntela, assistance in cothction sf paatdue accounts' rnon+toriry of dorrnant aceou&ts,
assistance in disposal of ftOPA accourts, and rnarketing.

ln closing, t would like to comtnenil ttre hank offrcers and staff for their professionalism and
res#ienee ifi s,er€€trr*E the efiaHerftr thsf faced.

Finafiy, I would also lfte to ttrank our Board of Directors and our share{roHen for ttte support
during those trying times.
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Let rne end with the theme of the Rural Bankers Assochtion of the Philippines {RBAP}, ' lf we
are to renmin rdevant, we have to be innarrntiue and lceep up ruith the tinres-"

:

Thankyou an'd God bless us alll

P1ffi:C.ftUilffiO
President

?. BanKs Qoerations and result of operations for the fiscal vear

The audited financial statements for the year ended December 31, 2022 showed an increase of
5% in the loan portfolio and 449{ in net income arnounting to P 2zlM and P 8.99M respectively
as compared to 2021. Furtherunore, the Bank as compared to same players in the industry,
perforned satisfaetorily on Key Perfrrmance Ratios in Cash and DOB to Deposit, Return sf
Assets, Return of Equ.i{ and Cafiital Adequacy. On th€ otherhan4 Due from other Bank
declined by P 26.tt9M to finance withdrawals of deposit liabiities and loan releases. The Past

&ie s$d t{8tr*t}os are ako sftr}rt*y hshr than fers.

b. flift-itigffi of fila*lr Aetivittes tlrrgtfi*, ttlg }ffi th{t tfirpact OryErd.lwrg

Amendments and new policies have been approved to irnprove the credit granting and
operation of the Banli some of which are as follows:

) lncrease in the interest rate of long term loans amounting to 500X and below.
lnspection fee of Out of Town Loans has been increased as prices of petroleum

products soared up.

Approving lirnlts has heen amended and 2M above shall be colhctively
approved hythe Board.

> Pohsy on: incorne estimation to include fish, swine and til4ia production;

Cashflo* anaffi; 3 rnonthr latest salary insteed of 1 rtor*h; Co+n*leerc

subiect to credit evaluation.

G MaiorStrateric lnitiatfucsof theBank

r Dividenddeck tisr
I Salaryincrease
r Bereavement Leave Policy

. Amendrnents:l) Fringe Benefit Program 2) Code of Conduct and Business

Ethics 3) Hurnan Resource Manual 4) Consumer Assistance Management

System (CAMS) 5I Dkaster Recovery Plan

. Training af Core Tea*r."fur the change of systefi|,pfou er (frorn €yber&leto
ABSoft€ch)

o Approrral of: a) Social'lvtedta Risk Management bl CieaEon of Adhoc

Committee c) lncentive scheme for ROPA disposal

d, (hefkrres. owutrmitics ad ftcmonssdwtmttc*car

Most of the businesses affected by the pandemic start to recover, things are going back to
normal yet some were Ieft behind. Some borrowers have not paid their full amortizations
while others failed to pay, thus the past due ratio and NPL loan is still high. The agricultural
sector were also affected by the ingrease in farm inputs but low prices of outputs. This
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attributed to the increase in pastdue on Agri.Agra loan arnsuntingte,F6..EM as eormpaled.i*
2021. Ne\rertheless, colhctions of interest from Loan and Discounts, Agri-Agra, and Past due
loans frsm borrorers who have recovered the onslatrght o# pandamic haw signifieantfo
increased by a total of P11.2M through the efforts of hardworking employees who made
{oltow"ups aild demand notices.

4. RISI( MANAGEMENT FRAMEWORK

il. Overdt risk maFeeme$t c$l*lrs:af,*d nhitsgffhy:

fihk Maomemeat Pdhr $etemst
The BanlCs risk management system embeds risk management into the awareness and day-to-day
activities of the BanKs officers and employees. The Bank takes risk lnherent to its operations and
ensures that its risk management systern i5 aligned with the Bank s strategic goals and objectives,
Thus, rnanqging these risk forms an essential part of the Bank's business. The aim of risk managerneflt
within the Bank is to provide reasonable assurance that the risk associated with achieving the
business objectives is understood and that these risks are addressed appropriately at alt levek.within
the organization. This is achieved by ensuring that at all times:

7. fiisks are propedy identified, assessed, rnanaged and reported;
2. Risk ownership is taken and communicated;
3. Resources are effectively and efficiently allocated to managg risks;
4- Rrsks that could significantly dfec,t the employees, the Banh the suppliers or the ctients are

suitabty rnanaged;

n The Bankis cs#rgliant with regrdatory and legal reguinenlents.

&ne.r-al &i* marynsnt Fundions

Ihe general functions of Risk Management are the following:
'1. Dweficp and implenrent risk management franrcwork and program;
2. Review the Bank's risk profile and ide*ify new and emerging risk;
3. Assess and measure risks;

4. Recommend policies, systems and procedures to control risk and address risk management
effectiveness gaps;

5. Evaluate the effectiveness of risk mitigation strategies; and
6. Monitsr risks based on external and internal conditions and continually enhance risk

management process.
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As the ecunonry iS gptting backto its rmrmal state, sorne people hrve avaited loan for
additional capital, lot purchase, house construction, and consumption purposes. Word-of-
Mouth Ma*eting {WOM marketing} is the tested and proven tool that contrhuted to the
yearly increase in the BanlCs loan portfolio. For the year 2022, there was an increase in the
current loan of 9% ( 21.LMl and total loans at amortized cost by P31.4M as compared in the
previous year.



b. Ri* Apcetit€ atd stratefl:

The Bank has an overall conseryative risk appetite. The Bank will act in accordance with this risk
appetite staternentto achieve strategic obiectives. The Bank manages six {6} interrelated categarhs
of risk to effeaively superuise and.ensur.ea saf,e md sound ban*ing system, Thc Bank has a lm
appetite for lhuidity, reputational, and strategic risk and a moder*e appetite for credk, complianca
and operatienal. Risk manqgenient prastices will not prevent chalknges but witl enable the compfiy
to operate proactively.

The Bank considered a number of factors to determine its tolerance for each of the above risk. Thb
ftisk Appetite Statement characteriees the Ba*k's toterance for each risk as [ow, moderate, tr high,

according to the following definitions:

ldr * The level of risk will not substantially impede the ability to achleve the Bank's mission,
goals, or strategh otrjectives. €ontrols are prudently designed and effective.

Moderate - The level of risk ntay dday or disrupt achL'ner*ent of the Bankk rniseiren, goals,

or strategic objectiveC. Controls are adequately designed and are generally effective.

High - The level of risk will sfnificantty impede the ability to achiwe BanKs mission, ggals,

orstrategh obiectives. Controk may be inadequately daigned or inel$e€tis€,

The Bank has significant exposure to the following risk narnely, Crsfli1 R[sk, Operational and Strategic
Ris*, Compliarce Risk, Lhuidity and lnter€stftate Risk, Reputatiorrai Risk.

Risk Exposure Obiestive
Creffi Esk - is the risk of financial loss to
the Bank if a customer or counterpafi to
a financial instrument fiails to meet its
contractua I obligation s.

-To ope,rate under a sound credit
granting process;

-To maintain appropriate credit
administration, measurement,
monitori,n8 and cortrol .Frocesses

over credit risk.

-The Bank has credit pllcies in place,

regular internal control reviews and
eomplianee tests to rnonitor the
granting of credit and management of
credit exposures.

-The Bank manages its credit risk

mainly through the application of
transactircn limits and cJose risk
monitoring.
-tt b the Bank's policy to 'erflur ints
transactions with a wide diversity of
creditworthy counte,rparties to
mitigate any significant
concentration of credit risk.

Strateglc Rlstts - is the current and
prospect.ive impact on earnings or capital
arising from adverse business decisions,
improBer imBleilrentation of decisions, or
hek of respsnsimmss te lmd*stry
changes.

-To corne up with tirnely and sound
business decisions that are aliined
tvith establlshed strategic goals and
responsive to idrrstry charges.

-The Bank has established short-term
and long-term strategic goals.

-Actual results are periodlcally

comBared against set key
performaffie indtc#ors.
-Estabtish succession policies to
ensure business continuity.

Operational Risk is the risk of loss

resulting from inadequate or failed
internal processes, people and systems;

or from external events

-To define tJre operational risk

management strategy and ensure
that it is aligned with the overalt
business 'objectives and strategic
directions.

-Es.tablish risk appetlte, risk lim,its and

tolerance tresholds.
-Establish procedures on resolving
Iimit breaches, reporting and

escalation processes.
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tiquidity msk is the curent and
prospective risk to earnings or capital
arising from a banlCs inability to meet its
obligations when they come due without
incu rring unacceptable losses

-To ensure that adectmte funding is

available at all times;
-To meet commitments as they arise
without incurring unnecessary costs;
-To be abte to access funding when
needed at the least
possible cos$

-The &an& aonstantly monitors,
and manages its liquiditV position on,

a daily basis; maturlty gaps on a

monttrly basis.
-The Bank maintains adequate liquid
assets and reserYes.

-A committed stand-by credit facility
from tBP is also auailabfe to ensure
availability of funds when necessary.
-T-h€ Ba*k selectively ihvests in low-
risk and readily withdrawable
securities.

tn-terest Bah nffi in, tlrc, hilleir€: Eods
(lBRBBl - is the current and prospective
ri* to earnings and capital arising from
'adverse movements in interest rates that
affect a bankrs banking book positions.

-Ts maintain, an adeguate yield to
match or reduce the net interest cost
from its borrowings.
-To reduce the impact of short-term
fluctuations on

earnings.

-Manqernent is re potrsible forr

FRon'itoring the prevailing rnarket-
baed interest rate and ensures that
the mark-up rates charged to its
borrowers are optimal and

benchmarked against the rates
charged by other banks.

-The Bank is not exposed to interest
rate risk since its finensisl *ssets amd

financial liabilities have fixed rates.

@ Rld( - ir tlre current and
prospe€tiue ,impact on earnings or capital
arising from negative public opinion

-To promate a culture of h,igh

standards of ethical behavior;
-Establish a reputation &s o, reliable
and trustworthy bank deserving of
the highest level of respect from its
various publics clienteh and

colleagues, the industry, financial
institutions, and the general puhlic.

-Adopt a code of eonduct of ethical
behaviors to enrure cornpliance,and
adhsrqnc. to the standards, by all
officers and employees, with
corresponding disciplinary actions for
infractions a nd non-compliance.

ComfFaric{B fii$* is the current and
prospctive risk to earnings or capital
arising frorn nialatiocs of. or
noncoRfsrmance with laws, rules,

regulation s, pre scribed practices, internal
-policies and procedures, or ethical
standards

-To prote€t the Barlk fronr firles,
paymerlt of damages, and the voiding
of cortracts due to aon-c.orrplience.

-Th€ Bank to establish a@uate
policies and procedurrEs ofid internal
contro{s to connply with existing and
ne\Ar rules and regulations of various
regulatory agencies,
-lnstitute standards of erploy.ee
behavior and corre$ponding
sa nctions for non-compliance.
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c, Ri* Gorrcrnqftcs Structurc end fffi* Mgnm.srnent ft,ocffis

Ri* 6onr?.rnanoe Structrre :

The Risk Managernent is performed at three different levels: Strategh Level; Portfolio Level; and
Transactional Level.

tarub sf'Bld(
Managemefit Functbnal Detirrofrtisfi Resgoril*bb Unit

RiEk Manasefi.Ent Presess:

The risk management process consists of four (4) parts:

1. *kt ldertfficatlon - evaluates the Bankl exposure to events that could impact its day-to-day
operatlons and estimates the impact those events could have on the Bank's operation,
revenue and reputation. This requires a sound understanding of its strategic and operational
oblectives.

2. Risl Assssmert-The Bank s risks are evaluated and rneasur€d bEsed on liltelihsod of impct
and risk rnanagefiiefit effectivmEss (if there are risk manageme*t strategies in place.

3. Hst.l{aryemant ard Comol - is the imseme#ation of policies and procedures that will
help avoid or minimize risks.

4. Monitoring- Risk management isan ongoing process and does not end once rtsk harre been
identified and mitigated. Risk managemant poticies are revisited every yearto ensure policies

are up-to-date and relevant.

d. AMlrnricnrttnce andcuhner
The Bank rcgarcb anti-money laundering as an ongoing priority ptocess thatis part of t{te bank's over-
all fsk management program whose overarching objective is to safeguard the interests of its key

stakeholders, reputation, brand and value-creating activitles. Ttre Ban* is continuously updating the
existing lMoney Laundering and Terrorist Financing Prevention Prograrn {MLTPP} geared toward the
promotion of hiih ethical and profeesional standards and the preverrtion of the Bank being used for
rnoney laundering and terrorist financing" To eosure that the Eank sris nst be used as s rnsr.tey

laundering site, the Bank has in place sound risk management policbs and procedures to ensure that
rtsks associated with ntoney-hundedrg ate idenh'fied, assessed, monltored, rnitigaM and controtbd,
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as urell asrtaefisur€ effectiue impterf,e{+tatiso d Ae{tC r+rles and regu]db+rs. Among thern, po$cbs

and procedures for recruitment adequate customer identification and KYC Covered (CfR[ and
Suspicious {S?fi} Transactions reporting record Iteeping and'retention, eontirnrfirs personnel ffaining,
monitoring and intemal control.

The respomibility for ensuring that the MLTPP is strictly observed and will need to be kept constantly
revieurcd fsr.relevance, .usefulness arad .incorporation of changes in polic.ies-and procedures is the
ultirnate respansibility of the Board sf Directers.

5. COilPIORATE GOl,Ef,flATTCE

a. Overall corporate rovemance structure and nractices:
Rural Bank of Bagabag {N:V.), lnc. is cqmrfiitted to 6ood corporate governance practices, processes

and systems, specifically the principles of fairness, transparency, accountability and responsibility.
These practices.provide the framework udthin which t}te Board of Directors and managemeflt pursue
the strategic obiectives of the Bank and ensure its long-term viability for the benefit of shareholders.
The board level committees: ARMC and Corporate Governance are organired with. speeifie ehar.ters

to ensure they provide strong oversight of strategic activities of ths Banlq resulting in sound husiness
-dmisionsSatbcrctrtsfimeholden.ffiectftrysharehdderinterests and ensuringtheintegrityofthe
Bsrk's fi*ancial in*sflrnti{rs ae ceetrd te.#ry arpect of the Ban*'s ganernanca

As per BanfCs bqr-laurs, the Bmrd of Dir etrys misB of six (7) rR€firbers, majortty ef thsm are
independent. The Eoard of Directors m€ets once per month and strives to make timely decisions
regarding ttrc BanlCs btrciness strategi€s and other irnportartt management matters and toexercise
appropriate oversight of business execution.

h. sels*km,pf gsffi t fgt-th,e*bg*r**M, $HFs, ;Bmgf;g{n? n, !i

The Board sf Directors is tasked to implement a selection process to ensure a combination of
compeis'rtdirectsrs and lcey officers wbo can.add ualue and contrikte inrdepeadent judgrnent to the
formulatbr+of sosnd eorporate policies. The Board trasprescribedq*ralification criteria for rnemhers

of the Board among others, ability, integrity and expertise necessary for the position.

Ttre Soard likwise evaluates thegroposed senior managemerrt appointmenB sf the gant and seleds
qualiFred end compffi supen*ry officer&

Criteria
The Corporation prescribes the
following gu alificrttb ns :

{a} He shall hold at least one (U
share of stock of the
Corporatbn"

(b) He shall be at least a college
graduate and have been

engag€d or exposed to the
business for at least 5 years.

{c} tle'shall be at leo,st twenty
five (25) years old.

td) He shall have been proven, to
poffis int€grity and probity,

ttl Ere.-ctnnve 'Dfuecffi end
Dk€ctsr; the nsflIes sf nominees as a

member of the Board of Directors.

t*ominations must be
subrnitted in writing to the
Board of Directors through the
Corporate Secretary on or
before January 15 of tfie year

during which the election of
director* will bs' ?reld, :or -sucfi

other date as the Board may
prescribe.

The Screening Comm$ttee

composed of 1 incumbent Director,
lnternal Auditor and Acting

officer determines the

may submit
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gualifications and disgualifuationg
if any, of
the nominees,

tiil lndependent Dir*tors Any stockholder may submit
names of nominees as a member of
the Board of Direstors.

Nominations must be

submitted i'n writing to the
Board of Directors through tfue

Corporate Secret ?ry, on or
before January 15 sf the year

during which the election of
directors witl be held, or such

other date as the Board of
Directors may prescribe.

The Board screens and

determ ines the qualifications

and disquattrfrcations, if any, of
the nominees.

In addition to the qualifications
under the Corporation Code, the
Bank prescribes the fol'lowing
qualifications:

(e) tle shatl hold at least one(l)
share of stock of the
Corporatbn.

{f) tle shall be *t lcart a co}lage.
graduate or have been mgaged
or exposed to the hu*iness for
at hast 5 years.

G) He shall be at least twenty
five {25} years old.
(h) He shall have been proven to

possess integrity and probity.

The Presid€fit arrd Vice President
are elected by the directors among
themsehres. On the other hand, the
Cornptiance fficer and lnternal :

Auditor, are appointed by the Board.

The General Manager is appointed
by Senior Management and

confirmed by the Board.

Candidates for Senior Management
are selected in the following order:

{X} from within the organization; f2}
f.rorrl sutSd€ the organization.

{a} }te must be a eef@egraduatE.
{b} He must have at least five {5}

years experience in CI

supervisory position.
(c) He must be of proven moral

and ethicat behavior, possess

good leadership and

communication skills.

,(tul *ryen*esyQfier Supervisory officers are appointed
by Senisr Management and

confrmed by the Board.

Candidates for Supervisory Officers
are selected in the following order:
(1) from within the organization; t2l
from outside the organization.

(a) He shall be a college grad,uat€.

{b} f.h shall have at hast five {5}
years experlence in banking.

operations.

tc) tle/ shall have undergone
training acceptable to the SSP-

sEs
(dl lle shall 'be proaetive and

possess initiative

c. Soardbgerd nesnmlHfitu
The Board is primarily responsible for the apprwal and orrersight of management's imptementation

of banft's sffiegic obiectives, risk managunent stfategies and corporate governance franework. The

Board defines the corponte culture and values of the Bank.
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President defin'ed the Board.
tr chairrnsn President

The Chairman shall ensure effective functisnirg cf
hard erd proride leedershi& including

tle shall: (1) e$sure that the meeting agenda focuses

on strategic matters including discussion on risk

appetites, and key goverRance concerns; (2) ensure
a sound decision-making process; (3) encourage and
promote critical discussion; (4) ensure that
dissenting views can be expressed and discussed

within th€ decision making process; (5) en$rre that
the members, of board of directors receive accurate,
timely, and relevant information; (6) €nsure the
corduct of proper or$entation'for first ti'me directors

provide training opportunities for a|l direct-ors;

and {7} ensure conduct of performance evaluation
of the board of directors at least once a year.

'8oile

maintaining a relationship of trust.

As per b1nla*'s, the president shall be the Chief
Executive Offlcer of tt.e Bank. Hs sfiall see ts it
that all orders and resolutions of the Board of
Directors, all orders of the Monetary Board of the
Central Bank of the Philippines, and atl rules and
regulations of the Bank are carried into effect,
and shall exercise such other powers and
perform such other duties as per prescribed for
the Office of the President in the by-laws.

Tt€ President shal{ haw supervision ard
direction of
tlre day-to"da busi,ness affairs of the
Corporation.

The President is accountabte to the Chairman
and to the stockholders and other stakeholders
of the Corporation.
(a) To recommend specific projects for the

accomptishrnent of corporate objectives and
policies for the approval of the Chairman

and the Board.
(bl To ensune that the administrative and

operatirg @ieies afe eambd out.
(c) To appoint, remove or $u$pend any and all

employees and sther suhordinate personRel

of the Bardq Brescribe their duties,
determine their salaries and, wheo
necessary reguire bonds in such arnounts as

he may determine, to secure the faithful
discharge by said

employees of their official trust, subject to
the approvat'df: the Board.

(d) To prepar€ such statements and reports as

rnay be required frcrn time to ti$rc by lant

with respect to corporations organized

accwding to the lews of ths Rrplblic of the
Philippines,

te) To preside at meeting of the directors and

stockholders in the a'bsence of ttre
Chairman.

(0 To exercise such powers and perform such

duties and functlons as may be assigned to
him by the Chairrnan.

(a) To establish general administrative and

operating policies.

tb} Unless otherwise detemined by the Board, to
attend and to act and vote in person or by proxy,

for and on behatf of the Corporation, at arry

mestiftE of rhare*rotdem of ef+y corpwetion, in
which the Corporation may hold $tock, and at

any such meeting, to exereise,any and all the
rigltts and powers incid,ent to ttte ,o$rnership of
such stock which the owner thereof might
possess or exercise if present.

tc) To exercise such other powers and perform such

other duties and functions as the Board of
Directors may, from time to time, assign.

Accountabilities

o Statement of Management
Respon cibllity for the AuditEd'F i nanciaf Stiternents
. ferttficate of Attendafise in Board lvleetings
r fu1s1usl ReFrt
r,Others

Dellverables r Agenda for Meetings r Statement of Management
Responsibitity for the Audited
Financial Statements
r Annual Report
. Others

12
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€. BwdConnpmition

l\Iofe: indirecf sha res hetd by the directors.
f. Eoard Qualification

Pura C. Romero- Filipino,T2 yrs old. She holds a degree in Bachelor of
Science in Social Work and Cornmunity Development from University of
the Philipines, Dilirnan. She passed the Board Exa,mination for B.S* heiel
Work in 1973. She is a Trustee of Jose P. Castillo Foundation, tnc. and
Trexurer. Pssitions held at RB Bagabag - Chairman/PresidentlGeneral
Manager (2003-2013); President {2OI7 to present}; Vice President

t201+201,5h VP for Operatlons (2016I; Chainilan {2017}. She was
Director of the Rural Bankers Association of the Philipplnes (RBAP} ln
1999. Sh€ tvas Frcsident of the Confuderetion of Nsrthern Luaon Rurel

Bank in 2ffi3-2004.

Victor Z. Castillo - Filipino, 78 years old. He is a graduate of Business

Administration at University of the East. He is the President of Jose P.

Castilto Foundation, Inc. Positions held at RB Bagabag- Cashier [196S];
Assistant Manager (16968-1969); Manager (1969-1985); Consultant

{2003-2013}; VP for Operations-{ 2074-2015}; PresidentlChairman
(2015). He was Director of RBAP -L995. He was Municipal Mlayor of
Bagabag, Nueva Vizcayo, from 1995 to 2004,

Santiago D" Sollven - Fitipino, 7O yrs old. He is a graduate of BSC malor
in Accounting at Saint Maq/s College. He is a Certified Puhlic

Accountant. Wor*ed as Bank Exarniner:in Central Bank of the Philtppines
novy BSP frsm' 1978 to 1994. O|C-hrterna[ Ardtt ,ffifice,r; Asslstafit
Provincial Adrninistrator and Provincial Accou'ntant in, the Prrovince of
Nueva Vizcaya (tgg+2*14. He was atso eleeted as Sireetor in a one
rural bank in lfugao province.

t*ame of 'Directsr TyBe of Direstorship Narne of
Principal

No, of years

serued as

director

Hurnhen of
Sharcs

96 of shares
held to
outstanding
shares hetd by
the bank

Fura C. Romero Executive >L9 95,895 9.glyo
V'rctor Z. Castillo Non-executive >19 59,935 6.Lgo/o

Santiago D. Soliven lndependent >2 1

Teresita L Hernaez Non-executive >19 6,948 720/6

Marlyne R. Galapon lndependent >3 t
Lorna Vicenta L. Jandoc Regular >3 1

Johnson D. $aquing Independent >2 1

13



Teresita l, 'Hernasr - Filrpiilo, 72-years otd. She trolds a degree in
Political Sciance frorn Dr. f,Iicanor Rryes fidemoria$ €olteges, Tarlac Cit$.
Positions held at RB Bagabag, lnc. Loan Clerk, Teller, Loan Officer,
ffiicer-in-Cha'rge, Branch M anager.

Marlyne R. Galapon - Fllipino, 58 years old. She holds a degree in
Bachelor of Arts from Saint Mar/s University. Positions held at
Metrohank - Teller, Remittance Clerlq Loan Oerk, Regional Operations
Coordinator, Branch Operations Officer, Branch tVlanager (1988-2018).

Lorna llicenta L Jandoc - Filipino, 68 years old. She holds a degree in
Bahelor sf Sci€fice in Medical Technology. from Siliman University.
President of My Little Butterfly Children's Learning & Therapy Center
[nc. Monttoring & Evah*ation €onsultant of WorRen's ]$ea*th Care

Foundation (2O10-2OI4\, Senior Technical Director * Chemonics
lnternationaf t zfiffi-Z0ffi), Chief Operating ffifcer - Friendly Care

Foundation lnc. t2001-2005).

Iohnson D, Saquing - Filipino, 56 years old. He graduated at Saint
Maq/s University {SMU), Bayombong; Nueva Vizca)ra. with a degree in

BSC major in Accounting. He held the following positions at Philippine

National Bank from 1990 to 201l:Teller, Clearing Assistant, Cash Clerk,
Remittance Analvst Financial Analyst, Relationship Officer, Brniness
Manager and Branch Manager (2009-20IU. He also worked as Branch

Manager of RCBC Solano frorn Noyember 2011 to Septernber 2019.

14



Cornmittee Functions (per Comrnittee Charter) Membership

,W$tarCortrl -Ts provide technical, irfurmrtional and advisory
support to the President in the orrerall management of
the Bank.
-Determine initial strategy and policies of the Bank and
make recomrnendations on changes in existing
strategies and policies
-Review, provide guidance, discuss, otr monthly
operations reports that are presented to the group that
are covered in the financial reporting or business plan

reports.
*rwide a&$ce artd guidancc fior any charyec to thc
organization structure, changes in branch expansioo,
any hgal matters that may arise, and senior
apBorntrnents that rnay be immine*t

Chairman: Sherlie C. Dorningo
.Memhersr

Pura C. Romero
Rodolfo N. Guiab Jr
Ritz T. Santiago
Frank T. Bayodao Jr.

Joe Vincent B. Castillo
Dianne Kriselle B. Moreno
Richrnond T. Bides

Chairman: Santiagp D. Soliven

Members: Johnson D. Saquing
Marlyne R. Galapon

Audit and Risk lvlanatement
Committee tARlrlCl

-To assess the significant risks faced by the bank.
-Oversee the banKs financial reporting process.

-Review and recommends to the Board regarding rlsk

management policy; adequacy of processes for
managing risk; failure of the tnternal controls.
-Monitor and evaluate the adequacy and effectiveness
of the internal control systern.
;Oversee the internal and external audit funct'ircn.

€ver*e irnplernentatlen of corred ive actions,
-lnvestigate significant issues/concerns raised.
-Establish whistleblowing mechanism.

tLairaraa l+r

Members:
Lorna Vicenta L. Jandoc

Santiago D. Soliven

Gorpprate
Commtttee continuing education program c) performance

evaluation process d) design and operation of the
remuneration and other incentives policy.
-Advise the Board about operational strategies,
including relevant amendments to the Bank's Bylaws, to
strengthen ttre organization and empower ttre'Board.
-Devise and make recommendations for poticies on
lssues related ts Board, rcluice ard poltchs that r€fbct

€versee a-) nsminatlo$ process, .b)

h. A,ttendance of Directors

illo. of Ttileetings Attended Percentags of
Afierem

I{eme ilo" sf Wtee$ngs

ltcd,&*gt}lc
year

phvsical / virtual
16 1 100%Fura€. Ro*rero L7

15 1 100%Victor Z. Castillo !7
tooo6Teresita l. Hernaez LV 13 4
LgWoMartyne R. Galapon t7 16 1

10 7 LOOa/e,Loraa Vicenta L Jandoc L7

LOA%Santiago D,Soliven L7 13 4

16 1 LAA%Johnson D. Saquing 17
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Hame Ho. of Meetlnts l{€ld &lrlng
the year

No. of ttfieetlngs
Attended

ofFercenhgs
Attdance

Santiago D. Soliuen 3 3 IffJffo
John,son D. Saguing 3 3 100%
Marlyne R.Galapon 3 3 rao%

i, tist of Exgcu$ve Officefs/Senior,Manasemenl

Name Position Relevant Qualifi cations Aee Nationality
Pura C. Romero President 5+ years of supervisory experience 72 Filipino
Sherlie C. Domingo General Manager B.S.C. major in Accounting, 5+ yrs

su pervisory and rRa nagerial ooeratbns
51 Filipino

Everlyn R. Maranan Acting Compliance

Officer
B.S. in Accountanry, 5+ yrs experience
in Auditine

45 Filipino

Jennifer M, tacantento lnternal Auditor B.S. in Accountancy, 5* years banking
experieRce

4L Filipino

Roselyn R. Aluyen Corporate Secretary BSC Banking and Finance, 5+ years of
banking experience

35 Filipino

Richmond T. Bides Appraiser B.S. in lnforrnatbn Technologiy, 5+
years of bankins exrrienc€

92 Filipi;no

Cristofer C. Rivera Cashier B.S. in Business Adminilstration rnajor.

in Marketing Management, 5+ years of
bankine experience

30 Filipino

Rodolfo N. Guiab Jr. Manager-Lamut
Branch

B.S. Management Accounting, 5+ yrs

banking experierrce

39 Filipino

Frank T, Boyadao Jr Manager - Alfonso
Lista Branch

B.S. Management Accounting, 5+ yrs

banking experience
30 Filipino

Ritz T. Santiago Manager
Branch

Diadi B.S. Banking & Finance 5+ yrs

su pervisorv banking experieRce

43 Fitipino

Joe Vincent B. Castlllo Officer ln Charge -
Villaverde Branch

B.S. Business Administration, 5* yrs

bankine experbnce
51 Filipino

Jimatyn G. Sagyawan ResourceHuman
Offuer

BS Cornputer Science, 10 years of
hanking experb*ce

34 Filipino

Joseph M. Ortillano lT Head Bachelor's degree in lnformation
Technoloey 5+ yrs banking experience

34 Filipino

lay,he T. Sarmiento Security Offrcer

{probationaryJ

B.S. in t*otel and Restaur-ant Mgmt, 3+
yrs working experience as agency
guard

37 Filiplno

B.Dianne Kristelle
Moreno

General Bookkeeper B.S. in Management Accounting and
B.S. in Accountancy, 3+ yrs banking
experience

28 Filipino
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i. P-erformance Assessment Profram

Prpess Crtteria
subrnissirrn bard of Directsrs

Evaluation Form As required by regulatory authorities and as a lrlatter o{ good.

corporate governance practice, the Board of Directors should
conduct on a periodic basis, a review of its performance against
established criteria, fior purposes of assessing its effectiyeness and
as a tool in its efforts to improve its structure, composition,
practices and procedures.

a) Strategic Plan and Performance (3YAl
b} Board of Directors Organization (3096,

c) Board's Oversrght of Risks t35%)

fuinual submission of
Setf Assessrne*t Form 1. Composition and Quality {10%}

Z. Understandi$g the Buriness, tncludm8 Bisks Pffi6I
3. Process and Proce,dures ( L5i%l

4. Oversight of the Financial Reporting Proeess, inctudirqg

lnterna| Controh {15%}

5, Orrersight of Audit Functioffi (zffi]
5. Ethics and Compliance ( 5%l

7. Monkoring Activities ( 15%)

The evaluation is conducted using the scale 1= Not all Satisfied;
Poor (NS); l= Slightly Satisfied; Needs lrnprovement, {SSh !}a

Satisfied; Meets Reguirements (S); 4= More Satisfied; Exceeds

Requirements (MS); and S=Very Satisfied; Oustanding (VSI

1. Committee Composition

2. Committee Responsibilities

3. Operating Practices

4. Resources and Authorities

Audit and Bi* ftlanefsffintMrd
G.ortmittcee

lndlvldual
Dfir*cto'ns

Peer
and

of Self and Peer

Evaluation Form
SETF AND PEER EI'ALUATION

The director and peer evaluation is intended to encourage
improved performance and effectiveness of directors by

indentifying that need improvement.
t.Governance Rote (zOY"l

2. Knewledge of the Bank and the Enyironment {3096}
3.Effectlrre Eehavior and Relationship l2ffi6l
4" f-ontrituti$ t 3tr6}

Scahr
,.@

The Board of Directors of the
(srporation, in axercise of its
internal control functions, selects and
appoints the Senior Management who
possesses the ability, integrity and

expertise essential for the position, and

define the duties and responsibilities of
the Senior Offkers who is ultimately
responslbh for the Bank's organization
and operational controls.
The Chairman and President, are

in ftce w*th the
Performance Eva luation

The hasis for the assessme*t are the duties and responsibilities of
the Chairnan and President, as well as key perforrnarlce

indicators in accordance with the BanKs By-laws and Manual.

17
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lc .&ieataffon rad Educatha Proparr:
Itew Dlrcetor:
To familiarize the newly elected dhector with the operations of ttre Bank, an orbntation progranr k
conducted through the Office of the President. The duties and responsibilities of a director as

indicated in the MOffB are being discussed, as well as an overview of ttre results of operations of the
Bank. Furthermore, the policies and procedures, organizational structure, the bank's code of ethics
and buslness conduct, and financial position.The newly elected director is encourage to ask questions

during the one on one orientation and shall ask copy of the materials used if he needs to.

Moreover, as stated in the MORB Section 132, new director is required to attend the Seminar on
Corporate Gorrernance for Directors.

Directors and Senior Manarcment:
The Bank recognizes its responsibility to sfiape and develop the knouuledge,. skills and attitudes of its
hurnan {lsffmc.€s in o,rder ts comtribute to tlrc profossional deryelopmemt of its employes and
snainBin its competitive posltion. ln teffns of approach, the'B*ak stilired traditio*al classr.oom,

experiential' and mentorlng approaches to deliver training.

A sk$l gap ana$pis h perforrned"to identlfu training needs of senior managEnrent and tther officers.
tdentified'offieers are yrorfiinet€d frd sent to variots trainirrgs as part of the BanKs continuirq
education program. Seminars and trainings are done in parmership with accredited training
providers.

Further, the Bank has an educafion benetit whidt prwides assistance to employees who wishes to
pursue further studies. The program covers free tuition and misceflaneous expenses as well as cost
of major boo&s. The Bank also extends educatironal loans, to meet the educational requirements of

and

NAME

PURA

DATE OF.TRAINING

February 10-11, 2A22

COURSE TITT.E

Credit Risk Management Manual: Walk-Through Session RBAP

September 9; 2022 Rural Bank Strengthening Prograrn IRBSF] R$AP

September 28,202.
Walk-through Sesion: Generic Manual-Csporate/Strategic
Planning

RBAP

Novembq 7,2A22 Self-Assessment and Capital tuil&Up RBAP

Nevernber 79,2022 Tralning Course For Managlng Head

Water Environment
Association of the Phil.,

tnc. with]DENRIEM&
I{CR

nERf{Afe
TERESITA I.

September 9, 2022 Rural Bank Strengthening Program (RBSPI RBAP

ATUIEN,ROSELY.N

R.
tranuary 12,13,28,2f,22 B€Et Parcticts in Corporate fl,ousekeeping Centerfor Global

January t4,2422
Strengthenlng Compliance & Audit Funstions -ffiernal Control
& Audit

RSAP

Anti-M oney La un dering/Co u nte r-Te rorisrn F ina n ctng

{AML/Cff) Fundamentals Webinarfor Correred Person tCP}
AMLCFebruary 22,2022

*pril 18,?f,22 Sustainabitity finance Frarneurork/llVater trrd&sisn RBAF

March 8,2fr22
Digitalization in Rural Banking: Strategies for Flnancial

lnclusion in the Midst of the Pandernic & Berrcnd
BSP

April 28,2022
Economic & Financial Learnirq Program TEFLP) for the
Workforce-Eco nomic Edu cation

BSP

May L0,2022 Walk-Through Session: Generic- Operation Manual RBAP

October 20,2A22
Virtual Session :Regulatory Requirements for Arnend ing the
Articles of lncor:poration (AOl) & By-laws (BL)

RBAP
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7,2422 Self*Assessrrent and f.epital Bu iH-Up EBAF

February 10-11, 2022 Credit Risk Management Manual: Walk-Thrpugh, Sessisn RB,AP
BAYODAO JR.,

FRANK T. Marctr 8,2022
Digitatization in Rural Eanking: Strategies for Financial

lnc,lusio,n in the Midst sf the Pandemic & Beyond
BSP

August 25,2022 Tax Compllance Verification Drive (TCVD)
SlB,Eaysmbongl-
RDO14

BISE5,

fi$CHMOND P.
Marctr ?,2022 lm-plementing Rules & Regulations of RA No. 11573-DENB Adm

Order $lo. 2021-38
DENR-Land [4ngt.
Bureau

February 1G11, 2022 Credit Risk Management Manual: Walk-Through Session RBAP

March 2,2A22
lmplernenting Rules & Regulations of RA No. 11573-DENR Adm
Order No. 2021-38

DENR-Land Mngt.
Bureau

filarch ?,2022
Walk-Through Session: FfR resource & Disaster Mangt. &
Business Continuity Manual

fiBAP

March 8,2A22
Dtgitalization in Rural Ea*king: Strategies for Financial

lnclusion in the Midst of the Pandemic & Beyond
BSP

Aprll 6, 2OZz
Responsible Borrortring & Combating Ahusive Lending in {re
tirne of C,ovid 1.9

ctc

Anril I8.,2022 Sustainab.ility Finance FrarneworkflrVater lnclusion RBAP

clcApr:il 22,2A22 The CIC Report & Effective Loan Mngt.Amid Covid 19

April 23,2A22
Economic & Financial learning Program (EFLPJ for the
Workforc+.Econon+k Education

BSP

DOMINGO,

SHERUE C.

Matr 10, 2022 Walk.Through ksslsu &nerk- Ooerdisn' ${pry161 REAP

BSPAugust t0,2022
Targeted Financial Sanctions f|.fs) Webinar for Covered

Persons

September 9, 2022 Rural Bank Strengthening Prosram (RBSP) RBAP

Septer*ber,28, 2O?A
Wa lk-through Session : Generic M a n ua l-Corporate/Strategic
Plannine

RBAP

RBAPOctober 24, ?f.22 Tr:easury Operation and Liquidity Management
hleter Erwironm.snt

Assmiation of the Phil.,

lnc. with DENR/EMB-

IIKR

f{ovember
14,15,16 ,17,L8,2422

BasicTraining gsurse Tor Hlut+on Control Otricers

January t4,2ot22
Strengthefiing Cornpliance & Audit Functions -lnternal Controt
& Audit

RBAP

REGISTRATION & Reportirq Guidelines {ARRG} Webinar for
Covered Transactions

AMLCfebruary 16, Z0Z2

February 22,2022 BIR Eservices ( eBlRForms/ePAyleFPS/eAFS)

BIRFebrtrary 2A,20Zz
BIR Eservices ( Reconciliation of Usting for Enforcement
v.7.3/Alphalist Data entry and Validation Mod v.7.0)

Digitalization in Rural Banking: Strategies for Financial

lnclusion in the Midst of the Pandemic & Beyond
BSPS{arch 8,2AZz

BIR Bayombong-
RDOX4

August 25,2422 Tax Compliance Verification Drive (TCVD)

DE$etand Mngt.
Bureau

March 2,2022
lm#nentir,BRutes & Regulatsns of 8A Nq, 11573-DEllRAd*n'
Order No. 2021-38

AMLCFebruary 22,2022
Anti -Money lau ndering/Cou nter-Terrori sm Fi nancing
(AMUgfF) Fundamentals Webinar for Covered Person (CP)

April 18,2A22 Sustainability Fi nance FrameworkAi/ater I nclu sion RBAP

April 28,2A22
Economic & Financial Learning Program (EFLP) for the
Workforce-Economic Education

BSP

IACAMEl.lTO,

JE}INIFER M.

May LO,2A22 \tt alk-Through Session: Generic- Operation Manual RBAP

GUIAB JR.,

. RODOLFO N.
february 1S.11, m22 Credtt Risk Managernent Manual: Walk-Through Session ftBfiP

January t4,2Q??
Strengthening Compliance & Audit Functions -lnternal Control
& Audlt

REAP

February t6,2O22
REGISTfrATIOI{ & Reporting Guidelines {ARR6} Webinar for
Cowred TransaEtlons

AMLC
Iril*fiAl{H{,
EVERLYN R

February 22,2022 BIR Eserviees ( eBlRForms/ePAy/e FPS/eAFS) B}R

BIR
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Febr:uary 22,2Aie2
A nti -M oney Lau nd eri ng/Cou nter-Terrorism F inan ci n g

Webinar for

ff lntra Series for Rural Bank:Digital Banking Walkthruugh-
Cloud Enablement Session with AWS

AMtC

cAsnuo, JoE

VINCE}.TT B.

March 3, ?0az
Walk-Through Session: HR resource & Disaster Mgmt. &
Business ContinuiW Manual

RSAF,

March 8,2A22
Digitalization in Rurat Banking: Strategies for Financial

lnciusion in the Micist of the Pandemic & Beyond
BSP

April t8,2A22 Su sta inabili ty Finan ce f rameworkflil/ater ln cfu si on RBAP

May 25,2422
Regulatory lssuance2OZt-01 (revised Rule & Regulations on
Record Keeping of Bank Deposits & Reportorial Rqts: From

Banks

RBAP/PD|C

April 28,2022
Econonric & Financial tearning Progmm (EFtP){or the
Workforse -fconorn k Education

BSP

May tA, ZA22 Walk-Through Session : Generic- Operation Manual R&AP

August t0,2022 Targeted Finaaciet Sffistions {TFS} Wcbinar for Couered

krsons
BSP

October ffi, ZO22
Virtu al Sess i on : Regulatory Requ irem ents forr Arn end ing the
Articles of lncorporation (AOU & By-taws (BL)

RBAP

&tf-Assessment and Capital Build-UpNovember 7,2A22 RBAP

febnrary t6,2A22
REGIST.BATIOIII & Reportirg Gu idelines { ARRG} .Webinar for
Covered Transactions

AMLC

February 22,2022 BIR Eservices ( eBl RForms/ePAy/e FPS/eAFS) BIR

February 24,2022
BIR Eservices ( ReconciliaUon of Usting for Enforcement
v.Z3lAlphalist Data entry and Validation Mod v.7.0)

BIfi

MORENO,

DIANNE KRISELLE

f,'.

F-ehruary 22,2A22
Anti-M oney La u nd erin g/Cou nte r-Terrori sm F i n anci n g
(AMUgff) Fundamentals Webinar for Covered Person (CPl,

AMTC

August LA,2O22
Targeted Financial Sanctions (TFS) Webinar for Covered
Persons

BSP

August ?5,2022 Tax Compliance Verification Drive (TCVD)
'BlR'Bayombong-

RSOl/[

LIlI7l2a22 @ 2pm Year-End Adjustments for kivate Sector
BIR Bayombong-
RDO14

Itfovember !7"2922 API-XMl.Machine to Mach ine Conn e ctivity Bri efi ne BSP

RBAP
otAYA, JOHN

PAUL M.
February L*7L,2A27 Credit Risk A*an*srnent S{anual: tlUallr-Thrsugh Session

ORTILIIHO,
.JOsEP}{ 

M.
February LO,ZOzz

Globe Business Learning Session on Automated Data Frivacy
Assessfirent

clc

Norember t7, ZA2Z API-XM Lilrtachine to Mach ine Connectivity Briefi ng BSP

Alas Oplas & Co"

CPA's
October 21,2022 Cyber Security Awareness

February ?2,2022 BtR Eservices { eBlRForms/ePAvl e.FPSIeAFS} Blfi

Febr.uary 24,2022
8lR fservices { feconciliation of listing for fnforcement
v.2.3,/Alphalist Data entry and Validation Mod v.7.0)

BIR

March t,2A22
Walk-Through Session: HR resource & Disaster Mangt. &
Business Continuity Manual

RBAF

March 8,2022
Digitalization in Rural Banking: Strategies for Financial

lndusion in the Midst of the Pandemic & Beyond
BSP

RBAPApril 18,2022 5u sta i na b i I ity F i n ance F rarneworkAfUater ln cluslon

April 2t,2O22 Work-Life Balance RTWPB

SAGYAWAI{,

JIMALYTTI,G.

April U,Nl22
Econornic & Financial learning Program EftP] for the
Workforce-Economic Education

B5P

sANnAGCl, Rlrz
T.

February 10-11, 2A22 Credit Risk Management Manual: Walklhrough Session RSAP

Artgust 7fi,2022
Targeted Financial Sanctions (TfSl Webinar fior Covered

Fersons
BSP

September 28,?s.22
Walk-through Session: Generi c

ft8AP

September 13, 2022

2A

RBAP



L Retirea*ntandfua**m
The Bank complies with the Secffon 132 of Manual of Regulations for Bank which,states that" (1) A
non-executive director may concuffentlF serve as director in a maximum of five (5) publicly listed
companies; and f2) An independert director of a BSfl may only serve as such for a rnaximurn
cumulative term of nine (9) years. After which, the independent director shalt be perpetuals barred,
from serving as independent director in the same BSFI, but may continue to serve as regular director.
The nine (9) year maximum cumulativetenn for independent director shall be reckoned trom2OL2.
,t

The Board approved retirement age for a director is 80.

The Bank also has Succession Program aimed at ensuring Umely avaihbility of the required number
of employees at middle manager level and up with the necessary or required education, experience,
ambition and personal characteristics to fulfill the short and longterm needs of the organization.
m.

*!anaremqUE

n. Policies and Procedures on Related PartvTransactions

Related Party Transacdons :

All related party transactions must be done on an arms-length basis to safeguard the interests of the
Bank as well as the minorlty shareholders and other stakeholders. Transactions with related parties

are made at normal market prices and terms.
Directors, fficers and Ernployees are required to disclose ttre extent of their business interests in
order to determine any possible conflicts of interest. Failure to disclose fully is a ground for temporary
disqua[ifhation as a director.
Dir€ctors engaging in comptitive br,rsiness is a ground for disqualification to be a mernher of the
Eoard sf Eirectors.

Conflict of lnterest:
Conflict of interest arlsts if an officer, em$yee s cloqe relative of an officer or ernployee has any

financial or business'interest in the er*erprise of any supplier, cornpetitor, custqR€r or any
organization whkt may benefit frsm deeisions or actions made by the officer or the ernployee irn the
execution of Bank s responsibilities, and the officer or employees knowtedge of the BanlCs

confidential information, actions or future plans.
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&nwnsetion fuficT Suctrmeaf
Cornpensation Packages

fffi@:is
Calculated

Executive

Directo'rs

The Boasd of Direstors shall receive no $rore than
tm percent {XO}6) of the precedirry }rearrs oet
income before income tax. Such compensation
shall be apportioned among the directors in such
manner as the Board, duly assembled as a board,
may deem proper.

Fired Rernuneration
based on industry
standards, and variable
remuneration based on the
financial
performance of the
Corporation

As to the variable
rernun€fation, the net
income of the
Cgrpqration is the basis for the
variable
remuneration.

Non-
Executive

Direetsrs

Article lll, Section 10 of the Corporation's Bylaws
provide that, as compensation, the
Board of Directors shalt receive no ,fiore than ten
percent {10%} of the preceding yeals net income
before income tax. Such

compensation shall be apportioned among the
directors in such rnanner as the Board,
duly a$sernbled as a hoard, rnay deem proper,

Variable remuneration based

on the financial
perforunance of the
Corporation

As to the variable
remuneration, the net
incsrne of the Corporation is the
basis for the variable
f igtnurtcfiltbfl,.

President

,Vice
President,

Officers

The Board decides the compensation packages for
the Prerident and Vice President. Senior
Management decides the compensation of the
management officers

Fixed remuneration based on
industry standards, variable
remuneration based on the
financial performance of the
Corporation.

As to the variable
remuneration, the net
incorne of the Bank and
performance evaluation ,are the
basis for the variable
refnuneration.



OfEce.rssrdEnu*om

Employees of the Bank are expected to give due time and attention in carrying out their duties and

rcspotuibilities. The basic expectation G that the employees' actions are made in the,best irterest of
the Eenk fhe Sank, hourever, acknowledges that:er*phpes rfiay Frr$ue sutside finari€ial, b{tsiness

or other activities as long as these activities are legal and do not conflict with the regutar and

conscientious performance of their company obligations and do not resuh in damage to or misuse of
Bank reputation, propefi, products, confidential information, influence of other resources.

Consistent with the BanYs outlook and approach on employee discipline, the Bank lays the
accountability inthe'hands of the officers and emplcyees to disclose possible conflicts of interest. Any
possible conflicts of interest must be disclosed by the officer or employee involved to his or her

immediate superior who will, in turn, review and resolve the conflict situation based on guidelines

and in consultation with Management.

Details of Material Rehted Party Transactlon:

No transaction with related party.

o.:

(i| lfiemal Audit and Compliance Functions:

Tte Bank is committed to establish and maintain a system of lnternal Control for the efficient and
effective managementof its business operations, and improve the effectiveness of risk management
control and govetnanc€ processes.

lnternal control comprises any action taken 5y manag€rnent, the board and other parties to enhance
risk managernent, and increase likelihood that established objectives,and.goals will be achieved. Ttle
primary objectives of internal control are to ensure (1)reliability and integirity of financial and

operational informatiou {2} effectiveness and effichncy of operation; {3} safeguarding of assets; {4}
compfiance with policies, plans, procedures, laws,.regulations and contracts, aod (5)accomBlishment

of eshblished objectiws.

lnternal Audlt

Structure Jefinkr,fl. f,f;EffiftGe*
tnternal Auditor

$ffiSrftg ,gsyffi-
Actfu r-C€nrdiancc=Of fi @r

Robs The lnternal Audit provides independent, obiective
ass{,rranoe and consulting
services designed to €xamine, evaluat€ and improve

the effectiveness of internal control, risk management
and governance systems and processes, which helps
managernent and the BOD in protecting the Ban* and
its reputation.

The lnternal Audit assesses and cornplemens
operational managernent, risk management,

compliance and other control functions.

Th€ Compliance Officer facilitates the
effective rnanagernent of compliance risk

by advising BOD and senior rnanagement
on relevant laws, rules and standards;
appraising personnef on compliance
issues; identifying; documenfing ard
assessing cofnpliance fisks, afnong others.

Mandate/Atrthority The audit function has a formal status within the
organization. lt is established by a Charter approved by
the Board of Directors that defines the lnternal
Auditols function's status, authority and

lndependence.

Ttre compliance function has a formal
status within the organization. It is

established by a charter approved by the
board of directors that deflnes the
compliance functiryr's $tatus, authority
,and independence.

Reporting Process The lnternal Auditor reporB to the Board of Directors,
through the Audit Committee.

The ACO reports to the BOD, through the
Audit Committee.
Administratively, the ACO reports to the
President
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{*} *efl&gnx.eoes.dspcsd brSGSmd to rfifu$p efffileness rrd adeom€u€f the trmrld
cottrdsvstem

o Ihe Board, through fte Audit Commlfice rcvieurs and apgrorres .the risft*ased iirtemal
audit work plans and compliance testing plans, including scope and audit
resources/expenses; and emure that:
,/ the scope of its examination includes evaluation of adequacy and effectiveness of

controb on goverrurnce, operations, information systems, protection of assets and
compliance with contracB and applicabh, lar6 ruks and regulations, and

{ the internal auditor and compliance officer have the sufficient resources to carry out
'lB functiom;

o The Board, through the Audit Committee, reviews the reports and communications of
independent Auditor and Compliance Officer; which shatl include key findings and
recommendations, internal controlratings and status of the audit plan including planned

atd completed engagements;
r tntemal controls are r€vhued as nec€sstlry and the directort' criteria for assessing the

effectiveness of the internal control system is whether the intemal control fulfilled its
furrtion.

p. Dluldend Pdicvand Procedures:

o The Eoard of Directors makes dividend decisions. The Board evaluates financial performance

and d$ide u&e&er, in what arnour& dividends should be paid. H dividend is to be paid, the
declaation date, recstd date afid payment date hale to be 6tablis&ed.

o At the time of declaration, the Bank shall have complied with the requirements on the
declaration of dividends set bythe BSF.

o The Bank shall ensure compliance with minimum capital requirements and risk-based capital

mtios even after the dividend declaration.

q. CoroornDe Socid,Mndbility lrdtiadues

ln fulfillment of the Eankk social resporsihility, rnor*hf donatiom is given to fund the Joae P. Castitfic

Foundation that aims to provide financial assistanee to all public highschools and Jose P Castillo EIem,

School. Buring the year, the amount given to the schools werc uned to pay the tuition fues of'poor
but desewing students, materials in the conduct of modular learning and sanitary kits.

Furthermore, the following are the significant features in the banlCs Environmental and Social Krsk

Management Framewort:

a) SustalneHllty Stretegk Oblectlves To promote corporate accountability and transparenry on the impacts
of businesses on environment and society and incorporate apprropriate risk mitigation measures in overall
credlt rnanagement. The rlsk appetlte of the bank Is low since most of tte torrowers are from agricultural
sector.

b) Overviw oftte E & S rbk mEregernentryEEm
An ESMS helps the Bank to:
o ldentify erwironmetrtal and social risk assoaiated uiith ctimts/imrcstees and understand the poterti.l

impact on tts portfolio;
r Systernatically assess and rnanage erwironmental and social risks;
. lmpletnent the necessary steps wlthin its risk management system including documentation and

recordkeeping;
r Monitor C{ientlinrrestee crmpliance with national erwironmental and social regulations and

interaational best practiees and standrds;
. Requlre cllentslnvestees to implement mitigation measures for identified environmentat and

socialris*;
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a ldentify social and environr*enEl bueiness opportuaities;and
e Develop a good reputatlon among cllentslimestees, investors and other relevant partbs in the

ffnancial market.

E$[M. inth frldkli* marryme*f,6ur
ln defining the credit risk appetite of the bank, the environmental ard social (E&S) risk sha{l be
considered. The basis for the evaltffiion,of E&S rftsks shdt k tyF d ba*, kdbrl of horrw*er, pmlect
and/or collateral and industry of the borrower.

c.| ProducB/seMces allgned with susblnablltty stsnderds and pracfioes

figrin#nre: ln the agriculture secto4 if a loan application (fednenetratlEestn Eturir6) irwolves
fafinlng/crop production activtties, pouttry and dairy, it has to be checked a$inst the exclusion list, if
there i6 erTycm/ironmerltafiy or socially adverse agricuftural practfc€s itrvoked suctr as use of pesticides,

agro-chemlcah leading to top soil deptetlon, groundwater contamination, use of nitrogenous fertilizers
instead of oganic fertilizers leadiry to nitrgrc oxiile emissiom etc. Agribtriness in.votving sortirg,
packaging, distribution and sales will not require completing ESDD checklist.

ItJtSttlE: tn the microy'sma0 enterprise category sector, if the following acthrittesare involved, then a loan
application worth above PhP 5fi) thousand will be subject to due diligence using generic ESDD checklist,

in addition to the exclusion list,.even if the loan amourt is less:

a. Washing, dyeing and finishing units of RMG sector (water, chemical pollution)

b. Small steel re-roHing mills (bperational healtlr and safety, therrnal, air poltution)

c. Brick kilns (air pollution, child labour, burning of fossil fuel)

d. Units for tanning dressing and dyeing of leather and fur (water, chernical, air pofiution]

e. Pesticides, agrochemical and nitrogen manufacturing units (land contamination, water, air
pollutbn)

f. Chemicals and chemical products manufacturing units (safety, potlution)

g. Bubber and plastic products manufacturing unlts (pollution)

h. Batteries and accumulators manufacturing units (chemicat pollution)

All loan applications (Ne{Renewa/Rescheduling/Restructuring) in the medium enterprise
sector witt have to undergo E&S due diligence as per the generic or sector specific ESDD checklist.

Trade, Retall and Mkroflnancel For all trade, retail and microfinarrce only the exclusion list will have to
be consulted. Any transaction in the Exclusion Ust will have to be terminated.

d) Breakdown of E&S risk exposurcs of the bank per industry or seotor Envlmnmenhl Risk
Environmental issues may present themselrres as temporary er permanent change$ to the

atmosphere, water, and land due to human activities, which can result in impacts that may be either
reversible or irreverslbh. The fotlowing 3re the tyres of risks that rnay arise dre to clientls business
operation. The intensity and degree of risks witl vary as per the type of industry scale and locaUon,
manufacturing processes adopted, etc.

oAir emissions ond dmbient air quollty, Energy use and conservation, Wastewoter ond water quality,

Woter use ond conservotion, Hozordous moterials use, Lond contomination. Biodiversity and natural

Fesources

S*hl'tbh
Social issues may €m€rge in the workplace and may also impact surrounding cornmunities.

Perfonnance in the areas listed belov can repres€rtsocial *gksto the e{ietfsoperaffort:
cLabour ond wo*ing conditians, Occupational health ond salety, CommuniV health, sdfety, dnd

security, tand acquisition ond involuntary resettlement, lndigmous peoiles, Cultural hxitage

e) ffirmidor of $e sdsdns and eme4h C & S r* and theb hnnsst ooUE bilkEe$ttrts o{i the
@ndfnaaageremwrt

-E&5 
risks,grcnts ci$r caure leelrEfedisrupffsn to the bnkas oprations. Fcr rcmtr" seniere rmt€r

events could adversely impact business continuity, offkes, processes, and staff that csttld lead to
financial lorses. On the otfier hard, social risk oonoerm such as puHic Mth isswg labor issres,
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andhuma*righEdotitiofism;r.resdtte watrEs, ebsefit€eissr oraffectpersonnel nrorale whkh
can adversely impact oBerations.

fl (}thcr inltHirce to pronob adhae*r. to fficnatbm*f rcssfaA* srmrrblfitf endar& and
prdks

E&SDnoOlffgme:
r Review the proj€ct's compllance with applicable national environmenta] and social

regulations;
r Review the prolect's traCk record on environrnental and social issues, in tenm of

p0Ential non-conlpliance with YEtbnat rcgufatium or n€ggtive pubtlcity;
o Review the projeds compliance against international standards or industry best practice

regarding environmental and sochtissues; ard
I Documenting all required information. Every loan fih should have a fulty completed E&S

,drecldist, cgpies of atl pernris, rharames {O€ttR c,learance Grtificate, BFP cbarances,
ESAP, E&S Covenants in loan agreement and after disbursernent subseque*t supervision
repofts.

g) frogresdlmf,ementa{m o{ffiidnes wdertalcenbinBretesustdnabllfityBrtncipbs in
fhrfo gEwrn$rcr framamdr" r* arrr3rmcrrt syrccnr, hrincs @f ardrystions.

On the otherhand, the Bank approved the Environmental and Sociat Riski6rnageme+rt Framework
Iast July 23, 2024 as per 8.f,. fito. 22, S. 202d}. On Jarurary 14 2022, the .tramition plan was approrred

as,aguide forthe athimn€rrtof tk desir€d obiective.Iytor€siRr, theexistie Erwksnmentd aad
Social Risk Management Frarnework.was amended to promote eorporate accounrability and
transparency on the irngacts of bssinesses on enyironrn€nt and. soeiety and ingorporate
appropriate rlsk mitigation rneasilres in overall creditmanagement.

Even before the mandate from BSP, the,bank is compliantwitl thesolid wastemanatementsystern
and an advocate of protecting the environmment. As a matter of fact, most of the lnternal reports
are printed on the back of used bond papers to help minimize the cutting of trees for paper
production. Transactiom oucide the bankffi require transport werp also trimmed down and on
a scheduled hasis to minimize greenhouse gases that is currentlydamaging the envtronment.

r. frnsumer Proterilon Pracdcesr

The Bank recggnizes the vdue of consumer pro*eetion as the coa$nnars are fundamental to its
operations. lt is imperative that at all times, the Bank must adhere to the highest service standards

and responsible dealings with consumers to mitigate risk df ffnancft* harm orloss to comsumers.

til 'ftole end Responsibilfry of fie BOD and Senior Management

Boad of'
Ilirectus

r Ttre BOD has the uhimate tuspomibility ior ttre lq/el of customcr risk assurned by the Bank. AccordfiUly,

the Board approves ttre BanlCs *erall business strategles atd sigtificant policies, including ttrose rdated to
rnanagiq ad akfug ortsrer rlils.

o The BOD takes steps to develop an appropriate understanding of the.customer rirk$ it tases through
briefings from auditors and experB external to the organization,

r The Bf,IDprovides clear guidance regarding the level of cus.tomerprotection iiskaooeptdble to the Eank and
ensures that senior management implem€nts th€ procedures and controk nec€ssary to cornply with the
policies that have been adopted.

r The BOD is responsible for developing and maintalnlng a sound Customer Protection Risk Management
System that is integrated ir*o the *er-all kamarcrt fur ttte enfre product ald servlce lifieicy€b.

r Each dkettor has a level of knodedge commensurate with the nature of his or trer role in managirg the
8**t curtomer pryectign prsgrarn. Ihis .st be &ne *'rfiEh attendar$e to Si*nirq ard caminars,
interaction with exper,ts.and regulatory penonnel knorledgeable to.this line"

o The Board reviews and approves appropriate customer protection policies to limit risks inherent in the
Bank's significant business lines, activities, or produrts, including"ensuring effective oversight of any third-
party provlders that provlde products and services for the Bank.

r The BOD perlodlcally revlews and apprlor.es customer protectlon risk exposure limlts to conform to any
changes ln the BanlCs strategles and addresses the extent of protection assumed by the customers when
new products are introduced.
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Stffi'
llltanagement

. Seniorrrlanqgenreatisre*poosibleforknplsvlertiegaBroframtorranqethecustorrercoNnpliaflcerisks
associated with the BanlCs business rnodet, incfudirg ensurirg compliance with laws and regulations on
both a long-term and a day-to-day basls.

r Accordingly, managemerrt sfiould be fully invofued in its activities and pmsess sufficient knowledge'of all
m4or products to ensure thet approprhte risl controls are in Shce and that accountability and lines of
authority are cteady delineated.

. Senior manaliement also ls responsible forestablishingandcommunicating a strong awareness of, and need
for, effective customer protectidr risk csrtroils ard high, dlicd stmffis.

DirectorS and
Senior
Manatpmcnt

r The BOD aod Senbr Maa*ernent perfudiea$y revb* the effe{tie }ess sf the Ostomer Protcction Risk

Management System (CPRMS) including how findings are reported and whether the audit mechanism in
place enable adeguate oversight,

r The 8OD and Senior Management must easure that sufficient nesounces are devoted to the customer
protection prograrfu

r fhey must be certain the ftf weaknesses are properly addressed and correctlve actions are taken in a
timely manner.

r TheBoardardS€niorMarrgern€rrtare$ffid€nfyfanifiavithandarersfury@rmar.ecordkeepingand
Bportlng sf,stems ts measure and monitor the rnafiir sources of customer risk to the Banh

o The Eoard and Senior Managemant enanre that the depth of staffi resources is suffcient to operate and
manage the BanlCs customer protection activities soundly and that employees have the integrity" ethical
values, and competence that are conslstent with a prudent management philosophy and operatrng style,

"r fhe Board and Senior Management anticipate and respond to custorner protection risks that may ari3e from
changes in the Banrs compefitive environment and to risks associated with new or changing regulatory or
h8ol r€quircm€fits.

{iil Consurm kotectfsr Ridr ilanageme'nt System

The Finanrial Customer Protection {FCP} framewo* is tfie guiding dbcuyn€nt of the Bant to deliver
the required levelof fuirtreatment, honesty, trcnsparency and commitment to itscustomers.

The Bank follows key protection principles in building up its good relations to its clients. Each principte

is embedded in lts operations, such as;

o client education of their obligation on repayment of their loans,

r the disadvantages on their part when their loans become past due,

r disclosure of the*r principal, interest r*es, insuranee and any other chargm

o credit extension, if necessary
o renetrnls and the benefit of paying partof the principalevery retrerral

r benefits derived from opening and regularly depositing to a savings account and

o other banking activities involving the participation of the clients that is benetrcialto the clients

as wellas to the Bank.

The Ear* enfltr-?s that the finciphs are cenkrl out €ffectiwly afid €f{hiently by ib ernphyees
through proper and regular orientation of bank prodtrcts and sewices and trainlng on policles and
procedurts.

-[he Custonrcr Protc{tion Risk Management System (CPRMS} is a means. by which a Eank can identifo,

measure, monitor and control customer protection risks inherent in its operations. The risk belong

to the financial customer or the Bank. The CPRMS is proportionate to the size, structure and

complexity of operations, h provides the foundation for ensuring the BanKs adherence to CP

standards of conduct and compliance with custorner protection laws, rules and ragulatiom in order
to prevent risk to the Bank ard any harrn or financial bss to the custofirer.

The Bank has policies and procedunes to address the different identified risks of financial custorner
protection. These are in-placed in different standards to protect the customer during the life-cycle of
his/her relationships with the Bank. They are embedded in difrerent aspects of operations of the
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Sank asemboHened eitherin BanYs manuals, forms, advertisernents, websites or posterc instalhd
at the lobby or other places as the Management deems fh.

{iii} C.onsunrcr ilssistance Managsmffit Systern

Stmcfirer
The Bank follows its existing operational channel in handling customer complaints" tt has designated
its Eranch Managers to s€w€ as the €mtomer Assistance Officers {CAOsr. Tfie CAOS reports to the
President for ttre latter to present and discuss the report on complainB to the Board which will
provide action based on the recornmendati,ons of the C.AOs andlor the VP Operatlons, The structuraf
chsrt fur CAJUiS is presented below:

Roles of Orstonrer Assistance ffi cer {fAO}
The Branch Managers who are designated as CAOs s have the following functions and responsibilifies:

1. Receives and acknowh$:es eustorRer concerns, ekher complair* or,r.quest. A ComplainVRequest

f,onn is to be provided to the customer to fil€ the cornplaint with the Banft;

2. Records custom€/s concerns in a logbook. A databa3e of concems is encoded in the computer.

3. Makes an initial review and investigation of concerns of the customer. He/ She sees to it that the
primary cause of the custome/s concern is identified properly;

4. Processes conoefirs of the custorner. Tfie €,AO shall intmediately address the concetn of the
custorn€r. lf the c€ncern requires Head CAO's assistance or from the VP, send immediately the
conc€r,n to thenr;

5. Provides o,fficial reply to the customer. The reply shall be approved by the ttead CAO and the VP

for@eration;
6. ln order to determlne whether the Bank has satisfactorily addressed the concern of the customer,

reguests client feedback;

7. Prepares and submits a surrlmary report to tlead Ctrstomer Assistance.

Custsner AssistancG Glhannels

Custormers rnay lodge their complaints or r€q{res$ to any of the Bankt channeh:
aI walk-inorpersonalvisit blletErore-mait cldephone

Each branch of the Bank maintains Custorner Assistance HelfDesk with the EanKs cell phone

rrrmberas tb hotlineforcustomerconcerm and service. the Branch Maragers will be designated as

the Customer fusistarrce Officer in charge of the Custorner Assistance Help-Desk

Board of Directors

Pura C. Romsro
Presirlent

Joschelfe'S. Afalla
Grstsner SsrYilse Ofur
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The Eank has a "Sr.qgestion 8of' phced in a coaspicuous place or at the desk of the Branch Manager

which is accessible to all clients where the customer can provide comrnents or concerns. On a daily

basis, the Branch Manager opens this box and responds to the concerns or suggestions of clients.

The Bank also provides atternative mode of resolution, such as; conciliation, mediation and

arbitration, in order to achieve, settlement of issues at the BanKs/branch's level.

PROCEDURE
fiESPOilSE

TIME
PERSOil TN CHARGE

FORMS

Approach the Customer Assistance

l minute
Customer Assistance Officer

Officer

Fill-out the Cornplaint Forrn 30 rninu,tes Customer Assistance 0fficer

Submit the Complaint Form to Customer
Asslstance fficer

Custsmer Assistance Offf cer Complaint Form

Refer the Complaint to the Head CAO Within Custom er Assistilp€a ffiicer

,lnvestignE the,mmplaint or reqrest Within
$

Analyze the nature of complaints and ,

I-3 minutes

t

t
t

4

pr€pare the recomrnen&d sotution(sl

Review and approve the recommended
solutions

Head CAg {Area Hcad}

VP/President

Customer Asslstance Officerl[r?rhin

Within ,

4 Days :

Within
7 Days

Memo

Merno

LetterI
9

6 . Corporate lnformafi on:

a. 9rEqnlzq-tiqrtpl. Strueture:

STEP

Complaint Formt

3

Cornplaint Forrn

Customer Assistance ffi cer

erar{+r e!{ir
ag,r}B$rll

lEifr E:T{TT
*b.q'!ir . 1!l';"

lkt tltrF E,L'T

i<!fl CtLEl

ettli CrF{
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The Bank provides special lanefieller for senior citizen, custorner with disabilities (CWDs),

pretnaNrt women, women with children as part of its prioritization scheme in seruing customsrs,
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Nam€ of Key Offiers Positions
Pu,ra C. Romero President
Roselyn R. Aluyen Corporate Secretary
Sherlie C. Dorningo General Manager
Everlyn R. Maranan Acting Complia nce Officer
Jennifer M. Lacamento lnternal Auditor
Richmond T. Bides Appraiser
Cristofer C. Rivera Cashier

Dianne Kriselle B. Moreno General Bookkeeper
Jimahn G. Sagyawaft Human Resource Officer
Frank T. Bayodao Jr Branch Manager
Ritz T. Santiago Branch Manager
Rodoffo N. Guiab Jr. Branch Manager
loe Vincent B. Castillo Offrcer tn Charge

Joseph M. Ortillano lT Head

Jey Pee T. Serrniento Security Officer {probatior+arv}

Name of Stcckholder Nattonallty % of stockhotdings Voting status
Douglas Z. Castitlo Filipino 24.76Ya votes in percon

Pura C. Romero Filipino 9.9lot6 votes in person

Adefh C. Romero filipino 7.43?6 wtes in person

Camifie R. Cueto Filipino 7.43% Votes via proxy

Victor Z. Castilh, Filipino 6.1996 wtes'in p€rsori

Joe Vincent 8. Castillo Filipino 6.1996 votes ln person

Jeffrcy Patrick g. Castitlo filipino 6.1996 votes in parson

Jennifer Maedalena C, Pingul Filipino 6.L9% votes in person

Vlnerrt Z. Castiillo Fillpino 49.5% votes in person

Veronica G. Castillo Filipino 4.9594 votes via proxy

Regina Joelb G. Castillo Filipino 4-95% votes via proxy

Genevieve lsabe,lfe G, Castillo Filipino 4.95% votes via prory

Valerie G. Castillo Filipino 4.95% Votes via Broxy
Teresita l. Hernaez Filipino .72% votes in person

torna P. BuBayong Filipino .zgY,a votes in person

Marlyne R. Galapon Filipino votes in person

FilioinoLorna Vicenta L. Jandoc votes in person

Johnson D. Saquing Filipino votes in person

Dorningo D. Soliven Filiplno \rotes in person
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c. Produetsand Servicesoffered
Saulrys Depoch- interest-bearing account that can be withdrawn on demand or without any notke.

eertiftcate ofTime Deposft - an account that pays higher than savings account interest rates and cannot be
withdrawn before a set date or for whkh notice of withdrawal is required. tnterest ranges from t.75% to 3.5%
per annum.

Agprlan Reform CtedE - loans granted to agrarian reform beneficiaries for agricultural and agrarian reform
purposes. lnterest rates ranges from t29Fl5% per annum for titled collateral and 2l%for unsecured loans. lt
has a minimum term of 30 days and maximum term of 180 days. Eligible borrowers are the Agrarian Reform
beneficiaries, farm organizations or cooperatives. The Bank collects service fees and other bank charges.at a
rate approved by the Board.

Other Agricultural Credit - loans granted to borowerc for agricuhure-related businesses or activities. lt has a

minimum term of 30 days and maximum term of 180 days at an interest rate of t29Gt5% per annum for titled
,, collateral and 21% for unsecured loans..Eligible borrowers inc{uder farmers, fishermen, poultry and hog raisers,

cattle, goat and livestock breeders. The Bank collects service fees and oth€r bank charges as approved by the
Board.

I!'|SME toans - loans granted to major sectors of the economy, namely: industry, trade, services, incfuding the
practice of one's profession, the operation of tourism-related establishments, and agri-business, which for this
purpose refers to any business activity involving the manufacturing, processing, and/or production of
agricultural produce, whether single proprietorship, cooperative, partnership or corporation.

l{otrftq toam - loans granted to borrowers to finance acquisition of lot for residential purposes, constructiofl
and improvement of tpuse.

Selary-8ased Cssumseon banc - unsecured loans for a broad range of consumption purposes, granted to
individuals rnainlyon the basis of regularsalary pension orotherfixed compensation, where repaymentwould
corne from such future eash flows.

&$o toans - This refers to loans granted. to indMduals for the acquisitbn of automobiles primarily for personal
use.

Motoqcych Loar6 - This refers to loans granted to individuals for the acquisition of motorcycles primarily for
personat use.

Otlter Consumplon [oans - loans granted to individuals to finance other personal and household needs such

as purchase of household appliances, furnitur.e and fixtures and/or to pay taxes. hospital and educational bills
on the basis and under a repayment scheme other than those described under salary-based general-purpose
consumption loans
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d. Benk website: rbbagabag.wordpress.corn

e. LAit of Banking UniB:
Branch Address Contact tletails
Bagabag {Head Office} San Pedro, Bagabag, Nueva

Vizcaya

(0781 332 2013
rbbagabag@rbap.org

Lamut Branch Pob. West, Lamut, lfu8ao 0936 118 6sO3

Alfonso Lista Branch Sta. Maria, Alfonso Lista, lfugao 090s 742 s059
Dkdi Branch Poblacion, Diadi, Nueva Vizcaya 0935 U7 0504
Villaverde Branch fbune, Villaverde, Nueva Vizcaya 0935 305 824L

7. Audited Financial Statements (AFSI with Auditor's Opinion:

The financialstaternents of Rural Bank of Bagabag (N.V.), lnc. for the yex 2O22 were audited by Alas,

Oplae & Co., CPAo. (Pleose see the ottoched AFS)
Fert ll: Dis&surcr inthe Anmnl Repts and fuUisH Statermntof Cordition

1. Tier l capital and brealdown of its cornponents:

Paid up common stock: 95,807,300.q)
Retained Eamings: 78,1I1e325.00
T@lfier l capital 175,6i19,626.00

2. Tier 2 capitat and breakdown gf components:

General Loan Loss Provision: 2,68L,977.00
Totat Trer 2 capital 2,981,977.(n

3. Deductions from Tier 1 and Tier 2 capital:

4. Total Qualifuing Capital:

. Capital requirement for credit risk:

. Capital reguirement for market risk:

5. Capital requirement for operational risk:

6. Total and Tier 1 capital adequary ratio:

o;6:n,166J0
17t,u2r438.00
57,622,911.00

0.00

9,94qm2JO

Tier l CAR

Total cAR

25.AtYo
!5.410,6
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Srgnbeg. l$ueva Yiar.ayr

ST*TEreHT ffi MNM*GEXE}TT'S RESPOT$SUTY
F{OR F-E**I{SI*L STATEilEXTTI

Tha Mqlsgsrnsil of RIE*L BAIS( OF gftB/rE^lB {t{.V.r, lilC. (ilto ?s.{(1, is rBtporlsDto for uxo
prafr&n:end llf FEsmhlix of ftsrid sl|bnnnts iHr*B lh€ scfieilbc ffiisd BE sh, {or fio
lartorxlodDscafiSar3l,2&}t erd2O&haocorlaneuffithapraecrbedfhanelrsorfrrgfrersrstt
ixf,cett &qah, ffld 6uch hbrnd mrfrrd ac fittrragom€rt dsHmftur b necesaary to on$b the
prwffitdfiffit StEltanElH,,arefiwlommatErial mis€SE n€fl|, shotrer{&rcteGiardoremr.

ln prrydp tp frunr*il st8bments. mrn{prnenf kt rmpons}ble for assasi,lg thc Bstda sbifty to
sflftF 6 a gorng ffiEcnr, os6sn$ aa aP&:aDbmaml3 tdstao E gong corcsm Ird usn0tri gpirB
corlcarn bdsb dffidffilrg l,lhlsmarqsrflcflf strEht€r{ts b li$Il5b:lh6 Berfi sto c.ssc opor$ons,
c has m raafiitr ailernetivB nd b do sq

Iha BosddDtpctrs israsponcibb6rorrersffiing tre Benfsfnanc*d tsportfrR proctEe.

The BffitI of Sirsc?ors nrYhrs #rd
thersin. ffid s{rHnlb t?re sarne to the

ryffi#es fte frmciail sfiet€rrr€rt* irffidlrg tr* *dretft$w stta*hu!
sHdrakbfl$,

fl6' Ql3 t Go., ePlc, fte intlepembrt adlor +prrnuO by tr stocthoEas lbr [t6 ,ssB enffi
8€trfl$€r 31, 20ai ffd 2e0, fm *x$8rd $e ffil sftet6flMs €f &c 8a?* in mo*dara ufrfr
ptqippfn Sffi*rls cr Ardtirg, {d h its rqort to gle sbclfiolrhr8, fir spmcser, its opitim on ths
fainnos dpn5entatbn upon coilplstiffi dsucrr erdr.

c. RltfEtL[
Strhisi

[IEH*,L*SJ $Nq*.-FryJ$.t &E*ry.

..*5;9{",qc*r_L,*

;*
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,r**gr*-f t j
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ssrcdffi t31 €yor &il . ,affit.
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Segnbeg. Nuet'a t lzcn-r*r

STATE*EHT OF *TilAGETEHT'S RESPOT{SBILITY
FCR A!g4.ggl- THCffiE TAX RETUR!'I

f?E Uanagomerfi of mrRAL Etlll( OF BTGABAG (ll.V.l, Itfc., is rBsgongble for all inbrmalion and
r6pr6sattal*0rla oorfiiuo an &e Arnuai it.rt n* Tax Rotm fu tre yes mcbd Deryr&cr 31, fr21.
ffiimgrnnlt b k rupffi*ro lbt d ffirrffin arA rpraserrt*tlns conle,nd' an frrancbl
!tskfiEnBea?t$srlf,tgtref?nsrqllrffi?reTurBstsrnecnadngtres*neegortFrgfterbd Fuilre.rmore,
&r llrrrgxmr{ F mponrble frrg[ irtrmatisn rd rWscs*alims cor*ainodin af ofrtertar r€hrrs
lnct futhclWtirgprrirrd. ilc*Jdiry, tlfiruffi,totBvdlndddta(axlrqporcant€ats(r€fr$n3,
ffiihoffirg b( rBiufiE, doeulnE ery i*flf{puD( rB&ntE, and afu afs d ofriof t8r,Ehrflrt.

in tliis regtr{ $te f;fsqom€r$ sfrinru lhat fp atffiEd *nJlt6d ffflan€iai statsfi€nls tor lfa pare eriled
geHrfrer 31. 20Pt ErS 2e0. frx, sro eflrEqlyiqS Afinl'ld lnoome Tax Rdwn ars h ffianos sth
fB Daok and rEffi ot Ft RAt- 8rffi OFAAfi*aIG $-V.[ tlc., coryleh ild coilEd h arrerbl
tq$€cts. Mgrqg8m€r[ HrwEc 

Ams 
ffrst

{e} The Arfiual lrmme Ta( Rd,rn trffi bst p'€psred in a@fdeEo witrt rl3 povtsftn[r or rro
iletiimd lntsfrnl Rsverue Code, ts {rosnded. end partimnt t$( re$ratbns ffid drur ascrrarces
of ths Sep*ffiof Firtxtcs sI*$E Rsesrof t#enralP.eve*p;

&) Any ffiI Ef f$reE h tE ssrniead 
'lports 

flising fiull tu gwaalion d turancbl sbEE trlb
plxllilb ltsrE acoorrtling tHrddr ard lho pmpaslion of the inqne tfl tatum purefit
to tts to( socourtllg rulas h8s b6€n ropofHl as recorrcilirg it€ms ar6 rnahtenad in ths Banrs
Doot3 srd rwdB in accodarowilh fio rcry*tarprrc ei RrBenr.F *egge*rons lb" &2907 sts
olfis t€6rr1Ht i6&drE€gi

(el nUR L A tfl( OF S CAA*O $l.V,l, nlc.. 116 frbd s$ apflidE t8x r€0$rtB. rsports md
stat€m8ils r€srilEd to D6 {dod undef Philirrpno tax larre ffi the r€porri}g perloo, and dt taxes ard
other ,rposltions shfrn tholEon to be duo dld payable haw besl pa*, tur rle mporfiu p€fiod,
excw mntested in grood fsith"

of tho Botrr,

Pt}RAg. ffiHERS

C. RffERA
C*itsr

tgrlrd sris -., Ipl @ cf ,on i 2*ffi

JH*gq$- il,+gy, -"+rrc x.+L,ti**g*x" TIAC-IHPC}T 3A BNNfiK(}
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Alas 0plas & Cs,, CPAs
fb Sta I Cs* C?lr
tlef*i itsx! 0Hf*e
[}T n*t**rld*fftEfi*rt
rySRrsftffi&re
S.titi Citr. Pat$f*att leB
Plrr-r; ($A) IT5Fil!90 I 9E

t"aaii.,i-ai*.i#iic*Eia.ilxilii*sqlli.r,ur*
mr*a$arffa**om

IilSEPEilDEHT AUIXTORSI SgPg{Qf
T$ At;$OilFAHY Ttt{*ttulAt* StAIEHEiITS FOR FlLlt{G ffi{H THE

EUREAI.r OF IT{TERilAL REVENUE

'F- .t- - Fe- .l L -lJ' -- --.- J !l- - FL- ^.J -a 
Ff'--- -.-----r u Irrt' o1ffi;hIru}thrf $ ullEr l{Ie Ex}rll(I tr{ rjit(,{xtEti

RURAL BAr*I( Or EAGABAG {}t.V.}, IHC.
65A Hatxrnel H*Srway. Strr P#o
BryabaS, l.lrl€ra Viucrya

$lb hrva axsnirpd tlp finsEbl stdementr of ilfilL AAilX OF EA'GAB*'G (rl.V.l, ltlc. for the yeers ended
Dscsmbcr 31, 2tI21 dd 2C20, m nfil*r we haw rsr*Bd the atl# report dstgd April 13,2W..

In cornflianoe wiEr Reteru.€ neguldim V-2O, rre ffi stdirg thd m partn€r of orr Firm is relaled by
.:.rmenlrinirv or finilv rn the nrFrde.rt renA 6r nr rri'1.in*l cthFl.hnlders of {fg Bank.

A1AS.oPt*$ tcG., cPAs
EOA Rtglsffiiol Ho OtS0. valid icn SademUer+, 20191o Ocioher 30, ?022
BtR At't @00102840&2021 , bgred on JanuAry 11 , fr21; efiBciftre urfi:l January fi,2m4
$EC A,N, (Firml01i90-$EC, Grosp A, issued on Ocrooer 21,2021; valil ficr 2A21iaZg25 audil peftd
Tiil 0t 2413.afr6.t130

By:

NYAXA, EABI'G
Parslor
CPA Lhn*e f{o. 0111183
EiR A.ltl 08-006$i1{$1-204r, E6ued sr Fsruary 24,2A2O; efEctie unH FeDruary 23r 2$23
SEC A.t{. {trdirdt usfi} t1r18}5EC. Group A, iseuedon FeDruary a, 2S21; nafidfqr Z0Z0.lq 2024 arditrwzsz-ti+zffi4oo .'.1'' "'
Piftti; iffiifio6$;,"doaJarur*yzt,2022.kle*dicfry 

\ . ; {EE;\r;j-.. ! ,$Ya_t*n
April l3.2O22 :-.i-,t-T 

" - h."rr-t
Mahsti City, Ft*Sppieies 

I : 
.J., l/'

'_ir:

pcr*od

fq.l}^ flr*lar+ - ?trr.i-fl$., - l*Oisrafiihr - frtli.rrraFil., - Ilrp*ltrrll'ih, - llaital"il.rAtilt-.r. rr*L-a: f:a..
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AIas 0ntas & Co CPASt tttaif rrF, l\Ju trtr i/Vr; \ril t

I}IBE PET{DEilT AUDfTORS' REPORT

tlas 0plasf,,Co- CPAs

l{.}nfi H€s 0ttEe

W$Phili$f,ifu *IS ti{* ec*ts,r
i& SfIt- 6il rufA *r+rqn
lJrLrli rr:+., Bl}-il:r*;nar t'tf}{r
ip+G!:illtr Lrrl. a rrita'Pi.k!=: icL.r

Ffute: t6Pl7i5*5ffn13
flmrii: amtrldof fr,sealai$psseoas.rscr
w-c.'dasglxqmum

T;- ll=n $1aa{.halr{^* ,t^J *.^ D----A n* r.iir,talamI v ur9 q,r$J\rftr!,lrAljtirir.€llr\J urti aj\J€rtv \rt iJtt(}t.ltfl.!

EU*AL ffiltK OF BAGABAG (H.Y.l, tHS.
fi$A Hational Highway. Sa$ Fedro
Bryabag- f{ueva Vzcaya

li;ri. i,-- .:.ii :;i i li'r::irr : . .l

D 1{ n i r

t) I\t\ ,'.;.i- i,:.:: ';.:.:

Qusliftod Opinion

ulJe ha$e eudfr{ tlle finarEial staErn€nt$ ol RURAL BAI{K OF BAGABAG lll.Y.). lilc.
tths Bsrtk") v*ri* comprise fte statqrcrb of fioanchl position as of Deaernber 31 , 2022 and 2021 , and
$e ...etated sHe'ner:ts cf cc,{rpehens.".,e ineq$e, statenpnts of c-harEes in equily end staErnefits s, cash
fiors for lhe )Ers tlren ended, ard ndes to {re frrancial sEternents" inctdirg a summary of significant
amuntirp poliies.

ln nr opinion, Bxcept fur $e efu on tte finarr*al statern€nts ol the maters described in the bads for
qualifud cpinicc p*fagralh, ste f;nanciat siete,zlenE preEefit taidy; in atl ma&ria! ,Bspectt, tte financiat
po€ilion dtte Eenk as at December 3'|r,2W and 2021. and ilc financial performance and its caah llors
lor the yem ttren snded in accordince with Philt4ire Financial Reportirqg Stardard (PFRS).

Eab lor Quelificd Opinion

As dbc&cert in t{e a to the fioarcial smnents,*re Bankdlt ocn erhpt PFRS 9, Firxancial lnstruments,
wlrictr provi<tee new guktelirns in tla dessificatim and nmurernent of ftnarrcial forckurnents and
UrtodrrcEs a forwardJoc{rturg expecEd credit IGB {ECL) ro&l on impaiment of debt finarrcial assets not
exflied m at tair yalue $rolgh proft s 1066 atld loan cornmiherts and financial guarantee contra6.
As af ge*rnFr T,?AA, , r clamitcation aad measurerneil, the Bank ietained the rcquirernents based
sB PAS W, Fifl*Fw:al lf,6i/I,wnfiy'/s: Rsryrfiry, aN tlaasumrpnt. FAr impairmont, the Bar* adopt€d
AependU 15 oI the litrual of ReguHiorE tur Banks (MORB] that proviles gu&lelirres for provisbniry
bued on oudrer of deya past drE, mllffi, end type of loen, which are inoomiBtent witlt the
requircmenG d frte nery sfiandard, and as a result, any adiusffieots r€laEd to surplus, albwance for credit
helses and ralated de&ned tax assets a*{ a! January 1, 20'!8. Ltecen&er 3-1, 24?,2 a&?A?l haye not Lteen
d*rmkred due b certain limilalio{rs.

Ylre Eofftuded aur aud,t rn accordance witrl Philippine SEtdatds on Auditing (PSAg). Our respstsbilitiee
ur# lfme starderda are fudter deecribed h the A.rdtors Rasponsiibi[{les for llle Audit of ttro Fina,r,ial
.Stafprrerrfs sectirrn of our elnrt w.e €re independent of the Bank in accondance sith t4te, elhi€l
requircmenB ttfi are rel€cant to our audit dfie financial stabmente in the. Philippines, fire Coda of Eflrc$
fur Protb$sbnal Acounlbr*s in the Fffiippines, and rve halre fu|fi[ed our otter responsibilres in
amrdance wrth iirese reguiremenis" liro bEtiEFr3 ihat tie a*rciit wiciwce rve have oirtained is suificbni ard
appryriab to prwih a basis fu our qrinion.

Ottnrmfhr

h 2S22. *c AanLaCopet-efnS ffi, Lews. Prtr to 2W2,fi* Bank applies PAS 17 hr its bas
taBiadkns whhh be€eme the bffib of emffied oplninn for tfie year ended Deen$er 31, 2m1 .

0fficls ilafaticity . AiaixrE . Cante . 0rtigas . ir$&Crty. LasPirrcCW . SantiagoCity . Eacd06Crty . iloilocity



It I=r flnl:e f, f n f. Dr\ enlUJ UPILIJ tI \r\J., t,I rtJ

Rapon*iu$tec ef kl.gffitent.ilt Tho$Chargndwtth Crouonranceiorlfre Finenciel Steternentc

Manqement is responsible for the preparatbn sf the fnancial statements in accordanoe with Philippine
Financiai Repotting Standards, anti for such intemal coniroi as managornent determines is neeessary io
enabNs fte $Warslion of firwrcial sfiatsnent8 thet are fuo frsn material misstateryEnt, whe$er due to
faud or anor.

ln preparing the financial staternents, manage rlent is responsibh for assassing the BanKs ability to
continre as a gotng conoem, disdoeing, as applicable, melterc rehted to going ooncem and using the
gn*ng eoncem basi$ af aeotmtiry unbss man'agsnrcnt ei0er intemls to lirtuiiate the Bank or to cease
op€rdofis, cr F,as nc realistic eltematve but to do so.

Those cfumed xiBl governance are responsible br overeeeir.rg the Bank's financial repodirq proaess.

Aufitofr Rscponribi$tel for tlp Audit of tho Finenciel Strbmente

Our gbiectivee Ere b obtain reasonable agsurance Sout whether tlp financial statements as a whole are
t€e tprn ma{erral ,itf,at-ement. wh€(h.er dm to lratld or emlr, ad to rsstte an auditot's re-pott lhat
include* our opinil)n- Rsasonabb a!$uranoe is a ffi lerrel of aeeurance, but'ls not a $tanarileo thd an
audit oorducted in acoordance with PSAs will always dete€t a maErial misstaternat ufien it exists.

Mi.sstahrnonts ean arise from fratrd or error and erc consforered material if, indivldually or in the aggregate,
tley couH eesonabty be experted to irifiuence tlre economic decisions of users taken on tfe basis of
U{€sefinancial sffinerts.

As part d an atdit h aocordance wifr PSAs, we erenise profussbnal iudgmeflt and rnaintain profesrional
sk4ticism $roughotrtthe audit. It\le also:

r ldentry and assogc fiB fuks oI maierial migct Ement of the financial statemenb, wltether due to
&aud cr enc{; dffiiglt and perforiti audit procaduras ;asponsive E those risks, and obtain audit
ev,idence thd b su-ffichnt ard apprqfiate to prwide a basis for our opinion. The risk of not detec{ing
a nr*erial miaetaHnent r€Ei.r[irq ftom ferrd b h[trher than fq one r*ulting from enor, as fraud may
invofrre mllusbn, fuUery, intentional sfrissions. misrepresentations, or the ovenue of intemal
entrol

. Obtain an urderstanding d inErnal contx{ relevarrt to the ardit in order b desw ardit prrcedures
that are eppfsprie& in ttre cirarmstances, btd not for ttre purpose of expressing an opininn on the
efiectiyenass of the Banlt's inter-nal csntrd.

o Evahrate tte aBprogieteness of awurnting pollcies used and the reasonabhness of accounting
esknnates and related dlsdosures m*Ce by mar€gmiler,t.

. Conctlde on the appfopriabnes8 d manaEi€{nentrs use of the going concem basis of eccountirg
antl ba*ad on tlte esJit eudellce otnained, ,latcfier a mateial uncertainty exists related to events or
wdilions tnt rnay cast *rnihnl do.{d on $e Bank's ability b continue as a goirq concem" lf vue
conclude thd a mderial unced,ainty sists. w are re$rired to draw altertirrn in ouiarditor's report
to ttle retatGrl disdotqee tn the financial silaBnents or, if such disdosures are inadequate, to mottifo
our opinion. Our concftrsbltt are bas€d m tlre audit evitierre obtained up to the daE'of our auditor,s
repsrt. ilL"Hrsr, ft.rture evetrts Gr conditio*s may cause the Bank ts c€ase to crnlfulue as a going
coBcen? -

r €vaiuate tte qve,rafl presenEtion. struchre and ccnte.'t of the francial staterenb, incfuding fte
lkdosuls and wMrer the financial s{atomerrB represent the underlyirq kansac{ions and eients

--in accordane'irih PFRS.

tr$ecormunic*uf,ttltueacftarpd with gre*rance regarding, arnorg o{fnrmatters, the planned scope
andtnninq ef the etrdit end aignm&rt aucalfi**inge, ineluiirig aif $gn#;nt ttefichncbs in intemai ongolfrt ffi id€{!tfy durirg our audit.
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AIas 0plas & Co., CPAs

Ihe $Somontety lnfonnrffon ftqquird undcr Benlo Send ng Pilipiner (BSPI Clrculer ilo. {0?{
rnd Revonw Regrffion ltu t6-Pt0
Our au&l wat cofidu€led fror the purpooa of fomirB an oprnion oo the basic financiel stal€ihenls trken ag
a rfiole The suppbrnent€ry infornation equired urder BSP Cireular tao 1074 in Note 32 and Revenue
Regdatima f{c. 1$2010 on tare6, dnlif}6 and lfr}en* bes pail o accrued durirg the taxable year in
ttob 31 b tha fimncial stalcrEn8 ela prelented br purpmes of filirE \xith the ESP and Bureau of lntemal
Reinniie, rEry€ctircty, ard r* fiot a rquir€d part of tF6 basic financi* stalenrents. Such iobrmation is the
re,wonsibfliu of tha marag€ment of RURAL BArK oF BAGAETG lN.V.l, lilC, The irilomation has been
sublecH to the auditirq pocedurB$ appli*, in our ardit of the basic financial stabrnentB. 3fl our opinbn.
Sp iriiormaturn rslairlystded h all m&rial rspects in relatk n b the beb ftnancial staE*nents taken as
a*h&.

A{.46,OFt gAeO,CFts
.BGA Re$ffatim m. Of gO, oliC frqa Octobq 3 1 . M.. to Feonrary t 8. 2cas
BIR A.N.08-q}16{G.2&t, iE€td m Jaxlty 11,i@1; €fbdivs mU J{n sy 10,2@4
SEC A.N- (FiEIr) OISI€EC, GtuJp d i388d on moH 27 , ?p,21'. ydd tur 2(p1 tl 2025 anfi psktd
Ilfi0&{1${640

BY:

RYAI{ A.3A816
Partrer
CPALitxrtce NG.0.l11183
BtR AJ*. 0q{ftffiOo{-2043, Bsrsd m F&U*y 9,2@3; efieclive rrd F€bruary 8, zffi
SEG &l{ ttrdivftrsq I i 1 18+SEC. GrCI+ A, Berd m FSnwy 4. fr21; vdid fror 2U0 tr? 2@4 autit genod
TNro.15S?S{m
Pr ,flb. s66sis, isndon.Jaru*y 3,2w, nd(aiiciry

Aryil 13,4023
Fitni(ati S*I, Ptt#f*nes
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RURAT'B*HI( ff BCffiAG (!l.y.l_}ilC.
$TATETilEI{TS OF FIiTANC]AL POSITTON
DECETIBER 31., aNNAND 2A2I
lnPhilippinePso

Notes 2A22 2021

ASSETS
Cash and other cash iterns
Due from Bangko Sentral
ng Pilipinas
Due ftpnt odrEr banks
Held-to-mfiturity, financiat
assets
Loans and other
receivables - net
Bank premises, furniture,

fixtures and equipment -
net

tntarqible assets - rlet
lnvestment properties - net
Defered tax asset
Other a$ets - net

I
I

tv,g23;0{i5

12rW7.gr
100,350,r05

!9,fr1,0i}6

424,791,9+S

17,330,053

12;923,985
126,950,223

34,221,036

399,950,121

10

11

12

t3
14
15
,e
tLa,

16

{5,018,218
242,930

29,139,0;15
9,0s{,203
7,765,893

7 ,715,1 18
302,570

25,302,226
6,990 404
7,110,300

TOTALASSETS 654,81 4fi27 639,636,036

LIABIL]TTES AND EQI']TY

LIABILITIES
Deposit liabilities
Defened tax liabrlrty
Income tax payable
Other liabitrtiee

17
?3

r9

423,98d,700 443,518,468
251,237

2,532,188
10.014.&*s

3,616,7A4
20.$7{.SB

Total Liabitities 4&,172,937 456,315,939

EOUITY
Gornrnon stack
Surplus r€serves
Stock dividend distributable
Surplus free

20
2A
2A

95,m7J00
148,000

30,010,046
79,676,3U

s,807,300
149,000

30,010,046
55,354,751

IgtaLEqurty 206,641,690 19232A,097
TOTAT UABILTTIES Ailt[}
EQUITY 654,81 4,,e27 639,636,036
See f{ofes toFinancial
Sfalements,
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RURAL BiTtTfi OT BAGABAG {il.Y.), il{C.
STATEIIE}ITS OF COilTPREHETU$VE NCOT]iE
FORTTIE Y.EARS E}IOTO DECETTBER }I,aUATAHD 2A?rI
ln Philippine Peso

Notes 2022 2021

THTERE$TTHCffiIE
Due frcm other banks
Hel+to-rnaturity ftnanclal assets
Loens and other receivables

10
11
12

m7,772
s76,3il8

72.437.162

320,554
1,232,306

61.172.5n8

73,390,590 G?,725,9m

I$ITERE T EXPETTSE
Deposit liabilitles
Bifls pavable

17
18

(5,064,508) (4,713,320)
(17,901)

TIET TilTERHiTIT{CffiE

OTI{ER trlCoil}E 21

68,256,072

*2;,$4i429

57,99{,687

13,485,528

TOTAL SPEftATTTG TT{CffiE

OPERATIT*G E}(PENSES 22

q747,S{

(32.403,636)

71,480,215

(31.363.120)

itET OPERATII'IG IHGOIIE BEFORE PROUI,SOI'|

PROVISION FOR CREDIT LOSSES 26

49,3[:],865

(9,404,148)

40,117,095

{14,278,922)

PROFIT BEFORE TA)(

IilCOME TA)( EXPENSE 23

38,939,417

l9,7Tl,aml

25,838,173

(5,671,789)

PROFIT

OT+ER GOTIPREHE.HSIVE $ICOTE

29,782,140 20,166,384

TOTAL @ilPREIIEI{SIVE lltlGOmE 29.l6it l'00 20.166.384
Sae Notes to,Finarcial Staterrtefr,tr,.
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RURAL BAill( OF BAGAtsAG (il.V.), tirc.
STATEIIIENTS OF CHANEES IN EQUTTY
FOR THE YEARS ENDED DECEMBER 31,2O22AND 2O2t
lti Philipplnc Peso

fltock dividend Surplus
Reservea

Balance at December 31 , 2A2g

Cornprehensive income

Gapital Stoek

96,907,300 30,010,046 148,000 35, 1 88,367 162,153,71 3

Balenca at December' 31, 2021 96,807,300 30,010,046 148,000 55,354,751 182,920.097

Balance at December ll,Z0tz 96,807,3s 30,0{ 0,046 148,000 79,676,3M 206,641,6S0
See lVofes to Financial Slafemonfs.
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RURAL,BAI{K Of BAgAtsAG (t{.V.h tlic.
STATEiilE}ITS OF CASH FLOWS
..P1ffiTI+E TIEARS'EiIDEE}DECEffiER 3I, glIE? AND 2g?7
lnPftSifplm'mo

Notes 2022 2421

CASH FLOWS FROTT OPERATIfrTG ACTIV1TIES

Profit before tal(
A<$ustments for:

lnterest income
Amortiation

lncsme'fi.om assets acquired
lnffi ereense - lease liabilities

38,939,117 25,939,173

10,1 1

t4
(8&!,418)
39f0,440

{4,848,841}
399,*58

3,105,633

(1,552,960)
295,000

(7,,047,405)

1,,299,523

15
19
22

credit

Openating inmme before working capital changes
Decrease (increase) in operating assets:

Loans and other: receivables

Offiter assets
lncrease (decrease) in operating liabitities:

Deposit liabitities

Offier liabilities

{6,507,137 33,111,353

(51,344 12;41

(655,'S+

(19;536,768)

11,&2,272

(58,665,895)

9,5;44,973

12,613,24A

QU,263)

Cash used in operations

lncome tax peid
lnErest recoivd

({3,{32,{63}

(11,097,rur71
544,505

(4,630,692)

(1 1,193,096)
3,472,2ffi

N€t cash used in operating activities (23;685.455) (1e351.5O4)

CNS+T FLOWS FROfiT H$'ESTII{G ACTMTHES
Proceeds form redeemed held-to-m atu rity fi n anci a I

asseB

Acquisition of held-to-maturity fi nancial assets
Acquisition of bank premises, fumiture, fixtures and

equipment

Proceeds frorn disposal of investment properties

11

11

13

15

t5,000,000)

(692,037)

9.m.ffi6

4,000,000

(20,000,000)

(819,951)

9.241 .076

Net cash generated from (used in) investing
activities 3.3{7J{9 ff.578.875}

CASTI FLOTVS fROilT F}NAI*C${G ACTIVITTES

Payments of bills payable
Payment of lease liabilities - principal and interest

Dividends paid

18
(4,,446;000)

r9
2A

(1,736,2il1t1

{*,0{o,5tn,

42



Net cash generated used in financing acfvities (6,576,790) (4;446,000)

ttET {ECR€ASE tH CASH AilD CAS+I EOUw LEilT€ {26,9tt'l,82Gl {24,376.377)

GASH AHD CA$H EQt'IVALEHTT} AT BEGIN}TIHG OF YEAR
Cash and other cash items
Due ftom Bangko Senfal ng Pilipnas
Due from other banks

17,ffi0,033
12,923,995

126,8fl1 ,223

16,767,471
13,045 ,879

151,667,288

157,104,261 191,490,639
CASH AND CASH EQUIVALEHTS AT EHD OF YEAR
Cash and other cash items
Due frorn Bangko Sentral ng Pilipinas
Due'from other banks

I l?,u13,056g 12,777,278
10 1mJ59,105

17,330,053
1,2,923,985

126,850,223

{30,{59,435 157, trO4,261

See Nofes to Fiiancial Sfafemenfs
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RtlRAt BAIfl( OF BfitsABAG (I*.V;), tllC.
IIOTE1ST€f TT*TCT#.STAETEf{IT}
DECEffiBER 3I,2O22 A}ID ?oin
ln Philipine Peso

t.

2,.

ffiffi
The RURAL BtAlfK OF BAGABAG (tw+ n€" $E "BardC) rrrxdr rc$is*ered,
Securitf,se and Exchange Gornmieeion (SEC) wifir Regiirtration No. 35902 on
August 19, 1908, the Bark r ras autrorized by the Bangko Senfial ng Pilipinas
rural banking business.

with ttre Phllimire
July N, 19ffi. On

(BSP) to engrage in

The Bank$ffi 6nned bceny andergagein the busfuiess of eldendirg n ral crsdl bsrndl fanners
and tenants and to deserving rural indus8ies or enteryrises, b hara and wobe dt *fior$ md
potrtJer, b do and perbrm all act, and b fansact all business wtrhh may bgdy be had or done by
rural hnks o€anized under and in amrdanoe wih the Runal Banks'Act, as it exists or may be
arsrded; and bdoafl ofterftirEs incidcntttelcno and nccessaryandpoperinconneclionwih said
purpose uiBrin such bn*ory, as may be dasrnlrrecl Oy tp tt{orptary Bowd d the Banglo Serdr* rq
Piliplnas.

The Bankb principal offce is located at65A Natioflel Higrhway, San Pedro, Bagabag, Nue\ra Vizcaya
andis domifrdinthE Ph

Bagahag B4abag, NueuaMzcaya
Diadi -Diedi,irlueuaYizeya
[srnuf Lernut, lfugao
Mlarrerda Vrllaverde, Nuena Vizcayae imenrs

2.81 $serrnnt ef Complience
The frendal steffiof ste Beaklwebeen peparodh aooordanoer{h Ptrilippine Finarchl
Repoting Standards {PFR$).

FFRSi includes at applicable PFRSS, Philippine Accounting Sbndards (PASs), and lnterpreHions
is€rr€d by the lnternetioilal Finareial Reporting lnterprdations Committee (lFRlC) as approved by
$c Finarcial fiepoling €ilandads Council{FRSC) ad doflted by fite SEC. All fls,bions drd
requirements of PFRSs are applied by the Bank in preparation of financial statements except for
ttte fuflwving sffiard$:

PFRS I Financial lnstuments - fur chsifrcdron and me*urenent, the Bank retained the
reqtnrernertB set under PAS 39, firwrcid lffsffLlrrents: Recognfllot and Meesurernent while ftn
impairmenl, the Bank adopted Appem$x 15 of tre Manual of Regulatirns for Banks (MORB) that
provides arbitrary rate for provisioning based on number of days pasl.due, collateral and type of
loan, which are inconsistent with the requirements of the new standard; and

2.OZBstu ofPrepantsr
The financial steEments are prepared on a going concem basis under the histodcal cost
conventbn, except for financial assets and financial liabifities at fair vafue through profil or loss
(FVTPL) and fair value through other comprehensive income (FVOCD.
2.03 Preaentatim and Functional Cunwcy
Items inclrxhd in tfte financial sffiements d the Bank are rneaaured using Ptiilffine Peso, the
cunency of the primary econornb environrnent in urhlch tte Bank oprates (fte "htn€tionat
cunenqf). Alt presented financiat informdfrrn has been rourded to the neareet Peoo, excopt when
othenrise specifiEd.
2Il4 the of &rdgments and E3ffmaGs
The pparation of the h,Cs finansiel statements requircs managsyrent to make judgytstts,
estirnatesard m*rnptirys that afret thsarnounts reported in the Banlc's financhl$ternant3 and'
aocompanying ndes.

Judgments are made by management in the developrnent, selection and discbsure of the Bank's
significant accounting policies and estitrnaEs and the application of these policies and estimat€s.

The esfmalcs and assumptions are revicvred on an ongoing besis. There arE based ori
manqernent's evaluation of relgr€nt f*ts and circumstances as of the reporling dale. Actual
rsculb could difhrfrorn such estimates.

Revidons to mounting estimates aru rcoognized in the period in whict thc estimete is rcvised'if
he revision affecb only that period or in the period of the revision and future periods if the revision
aff€ds bo&r cunetrl and future pedods.
2-05 Going Conclm Assumpfion

M



RURAL BAIIX OF EASABA€ (H.V.l, AE.
N TES TO FT}*AT.ICTAL $TATEHEHT$
DECEHBER 31, a0?JIAT'ID 2gi2I
ln Phillpplne Peeo

3.

The Bank b notarmre of anysignificant uncertaintbs that rnaycast doubts upon the BankE&ility
b continue as a gqrng otxtoem.

^OOpnOil 
OF l{EW AIrID rilE}IDED AG@t ilflllc STAI{}ARITS

3.,01 llery Standard Mo@d by the Barif
PFfiS 16. Laases
Legeeee wl$ no lorger clessify trer? {eaoes ao either opemting sr finanee lases h accordancr ndth
PAS t7, Leases. {tater, leccees uill affi the singlcassct fiodd. Untler this arsdal, lessacr wifl
recOgriize the assets and re&d liab$ilbs br most leases on the'n Mance sheets, and
sulqequerfi, wif depredatB the lease assets and reognize inbrest on the lease liabilities in their
profit or loss. Le*es wth a brm of 12 monhs or less or br whictr the undedying asseil iE of lour
mlue are exemsed from these requirements. T?r,e munting by leesors b subotantialty
unfianged m tr new standad cariee ftrunrd the principles of leeor accounting under FAS 1 7.
Lessors, howercr, rdll be rcquired b diilscbse more inbrmation in their fimncial stabmentE,
partbuhrlyon the rbkelgosure to residtalvalue. When adopting PFRS 15, an entity is permitted
to use either a full netospective or a modified retrospestive approacfr, with options to use certain
transilfun r,eliefrs.

The Bank has adopted PFRS 16,'Lea*s'etreclive Janu*y 1,2W2.. PFRS tB rephces tihe
guidance of PAS f 7 that relaG to tlre accounting by lessees and tfie recognitbn of almost a[ leases.
in the balance sheet. PFRS 16 rernoves the cunent distinc{ion between operaling and fnancing
leases and requires remgnition of an asset (ttre right-of-use asset) and a lease liability b pay
rentals fur v'trtudly all leaee contmc$. Urder PFRS 18, a contract is, or aontains, a lease if the
corfiact conveys,$e dglt !o con$ol tfieltse of an kle$lified set 6r a p€rbd of time in-eloharlgc
br considsratbn.

The addptlon of PFRS 15 resulted in changes h accounting pdicles and adius$nents b the
amounts pr€ryiotety recognized in the fmancid statements. The Bank did nd early adopt any
provlsiore of'PFRS 16 ln pratlong psme,

As permitted by the tansitional provisions of PFRS 16, the Bank elecbd not to restab comparative
figures and adopt the modified rctrosp€ctive aproach with simplifted dghtof'use sset to transitlm
b the nelv leagas standard.

The Bsnk recognized lease liabilities and right+f-use assets in relstion to teases wltich hed
gauft:usly been cbssified as 'operatng traase' undar the pdnriphs of PAS 17.

o Ttc lease liabilities rere rneasuled at the present value of the remalning lease payments,
discounEd using the approprisb incftilrental bonowing rat€s as of Jarnrary 1,2t22.

. Tho assodded right-of-use ass€ts fur loases were measured at the amount aqual to the
lease liahifity, adiused by tfie amountd my prepaid or accrued base payments relating
toceddnhasesmmgnizedhthestaHneotof financialpositlones-at.&cember31,2W2.

ln apptying PFRS 16 br fiB firEil tflmq ilre Bank nas us6d lhe frlkxuing prdctical axpedientg
permitbd0ythccta{datd:

{a) For all con&acts entered into 'befure Jaruery 1, zel acd thet rere pr€virtoly idontif,ed as
heres under PAS 17, Lemee, ard IFRIC 4, 'tleilermining $rtntrrcr an aralgemert contains a
lease', the Bank hae not rcassessed if such oonlr"cls contain leases under PFRS 16; and

(b) On alease{y-lease bssis, the Bank has;
r rl Fltsd aaingbdiscqmtrabto aprtfiilto ofhasas wih reawtaHysimibfiras&riffi;
r mlied on flrgvious assessmente on whether leases are onerdrs as an altemetive to

perbrming an impainnent rw-txm
o excluded lnltial dlrect costs for the memurement of the dght+f-use asset at the date of

infiaf application; and
. uscd hindeight in debm[nirg the lease tcnn where the oorfract oontains ofliione to extend

or termlnaler the base.

Set out below Ere disclosures rclating b the impac{ of tte adoption of PFRS 16 on the Bank.
(a) Amoung recognized in the staternents of finarrcial positiort

45
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RU.ftAL BATIK Of tsAGABAG (T.V.}, II{C.
T{}TES TO MiTAI{CTAL STATEfrIE}Iffi
DECEUBER 3.1, 20fNA}TD 20l'N
ln Philippinc

Rigffr-of+se assets ?

lease liabilities:
Cunent
f{on.o.rrrent

P 1,487,038 ?
s,9{o,073

1,336,785
8,397, 111

? 8,39efi1 p 9,733,996

Depreciation expense
lnterest expense

? 1,724,265
399,458

? 2,t23,721
Ueen dassmeA as oporating has€s, the Bank

di.rmmtd base paymanE usirg *ts inoremetH htw*E rate d -hnuary 1,2922. The Bank has

rytled inmmental torrcntng rateof4.2tl8496 b 4.8755%.

The recoriciliation of operating hase commitments as at Decernber 31 , 2022 discounted using the
lncremental bonowtng rate as at January 1,2t2. and tfte ftease liabiliti,es rccognized as atJanuary
1,2022fttui*s:
Operding leme commitmerrt$ as at Deffimber 31 , ?f.22

as disdosed under PAS '17

Discounted using the incremental bonowing rate
at January 1,20?2

P fl*243ffi

1.590,4i1i1

Lease liabilities recosnized as atJanuary 1,2022 ? 9,733,896

3.02lltr and Amended Standards and lnterpdaUons Ellectlve on January 1,2022
The Bank applied fur the first-time certah standards and amendments, which are efiec{ive br
annnal periods @innnp on or after I Januaqy 2O22.The Bank has rrct early adopted any other
standarq hter$€Him or armt#Ent H h6 bs| lseu€d b$ ls rd yet etredi.re.
3.02.01 Annual lmorovemenfs fo PFRS Sfandards n18-N2O

,PFRS 1 .Fjrst.time Adootion of lnter,r,rational Financial ReDorting Standards
The amendrnent prorride additional relbf,to a suboirfiary wtrich becomes a firct-tirne adopter later
than its parent in respect of aounting hr cumutative translation difiErenes. A subsidiary can elect
to m6agur6 cumulative transldion ditrcrcncoi.for all furcign operations at{he caffig amount that
uouH be hrdt#h $e pararlfs mrffihtl futstcid staEru*s"

A'simihr ehc.tion is avai$le b an ass@iate or ioirt wnture that ues tlre exernption in PFRS
1:D16(a).

The aren&neat b efudive ftr anmal periods tegirming ryr sr eifter 1 January Amz,.w[tr e,a*y
appLce{ftmpermi[od.
PFRS I Financial lnstuments
The am€ndrpnt cffire ffi in applyirqg the'10 per oent tet to asees whether to derecognize a
financiat fiability, an entity includes only fees"paid or received beftrvoen fi e ent-ily (fhe bonarer] and
the lender, inctuding tues paid or rcccived by either the entity or the ffier or the othefs b6hatf.

The amerdment b efrc{ive fur affuat periods beg+nning on or der 1 January2022" udEl earty
application permitted.
PFRS 16 Leases
The amgndment remores fte iltustlation of me reimbursenrent of leasehold iniprcivements.
PAS 41 Aoric-ulture
The amendment re+nores the re*tlrernent h PAS 4f br s*ities lo,atehtde eash fions for tax$ion
wten measuring fair value.
3.02.02 Amendmentsto PAS 37: Onarous Contncts- Costs of Fulfillfrno a Contract
The amerdmentspecilr$sltte'mst of fulfiflingl e mntracil comprisesthe'cosils that relate dirpcily
to the csafact. eosb that relatedirecfly to € oontrect can silher be incremental csstrs of fulfilHng
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RURAL BAilf( gF B*GABAG (]$.V.), lt$G.
ilQTES TO FIilANCIAL STATETIEIIIE
DECEHBER 31, 2AAl Al,lD 2021
ln Philffine Peso

that contmct (examples would be direct hbor, materials) or an allocation of oher costs that rehE
dhectty to.tulfiUing cor*racts (an exampb would be the alloeation of the depreciation charge for an
fiem of property, pltant and eguipment usad in fu|fi[ing the contract].

The amendments publish€d today are eftc[ive br annual periods @inning on or afrer 1 January
2t22.

3.O2.O3 Atrwtdflwrts to PAS 16. ProaqM. Harrt and fruiornent - ProcBeds beforo
lnfended Use
Proper$, Ptant and Equipmert - Proceeds bebre lntanded Use (Amendments b PAS 16)
amends the standard to prohibit dduc'ting ftom lhe coet of an item of property, plant and equipment
any prooeeds tom setling items produced while bringing that asset to the location and condition
necseary for il to be capable of operating in the manner intended by managernent. lnstead, an
entity recognizes the proceeds from sel$ng suct items, and the cost of producing ttpse items, in
profit or loss.

The amendments publishetl today are effective 6r annual periods beginning on or after I January
2022.
3.02.04 Amedmentsto FFRS 3. ReferencBtothe Concootual Framewort<
The changes include:
o update PFRS 3 so that it referc to the 2018 Cmceptual Framevuork instead of the 1989

FrameYyork;
. add to PFRS 3 a requircment that, for transacitions and other events within the scope of PAS

37 or Philippine IFRIC 21, an acquirer applbs PAS 37 or Philippine IFRIC 21 (instead of the
C0n66pftiel Framework) to id6ilry fi6 fiabilities it has assumed in a business combination;
and

o .dd b IFRS 3 gt e$icit sfrabrnoot trat m aoquirer doc6 oot rccognize oontir€ent assets
@uired in a business combination.

The amendments published today are efiec'tive br annual periods beginning on or after t January
am4AVAI.

3.03 Standar& bsued but ilot Yet Eftctive (Effective Beginnkqg on orAfur January
1,2A231
The new and amended standards and inbrpretrations that are issued, but not yet efiective, up to
the date of issuance of the Bank's financial statem€nts are disclosed below. The Bank intends to
adopt thess neur and amsnd€d standards afld intorpr€tations, if applicable, whEn they bacorlte
eftc*ive.
3.03.01 Amendments to PAS 1. Classifuadion of Liabifiies as Cunwrt or Non-wnerrt
The arnendments affect onty tha presentation of liabilities in the staternent oJ financial posit*to -not the amount or timing of recognition of any asse{, liability income or eleenses, or the infurmation
ttat antities disclose about those items. They:
. cladty that the classification of lhbilities as cunent or non{urrent should h based on rights

that ire in existence at the end of tha reporling period and align the wording in aB aftected
pamgraphs to ref,er to the "rQtrf' to debr s€'Uhfirent by d least tnrelve rnonthe and make explieit
that only d$rts in placs "et lhe end of the repoiling period shouU afect the classificatlon of a
liability;

. clarify stat dassiftcdion is unafiected by expectations about whether an entity will exercise ib
night to defer eettbment of a liebility; and

r make clearthEt settement rebrs to the kansferbthe counterparty of cash, equity instrumenb,
dher aseeG orserYbes.

The amendments are efrectlve br annual periods beginning on or after 1 Jaauary 2024.

The rnanagement of the Bank is still wafudlng the impact of the new standard,
3.O3.t2 Amendmenlsta PAS 8. Mnitian d Awurrtino Ediimdes
The c*tangm fucr,rs enlirely on amr,{iogdinlates and chrirythefollowing:
o Underthe new definition, aeounting $timat€s are'rnordary amounteinfinanciatstaternents

that are subiect to measurement uncertrainty".
o Entities develop accounting estimates if accounting policbs require items in financial

statemenB b be measurcd in a waythat irwolves meaeuremsnt uncertainty.. Clarified that a cfianga in accountirg eetimate that reantts Fom neyv informatinn or neu,
developments is not the conec{bn oJ an enor. ln additinn, the €trecG of a change in an input
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T.TOTE$ TO FIT{ANCIAL. $TATEffi }*TTi
DECEHBER 31, 202i2 AltD 2021
ln Philippine Peso

or a msasurement hhnique used to develop an accounting estimale are charBes in
accountirlg e0mates if they & nd result frorn tte conection of prior period errors.

r A change in an accounthg estimate may affec{ only the current period's profr or lsss, or the
profit or loss of both the curent pedod and future periods. The efiect of the change relating to
the cunent period is recognized as income or expense in the cunent period. The efrect, if any,
6n futuis pedods is recognized ds incryne or expense in lhose future pcriods.

The arrerdments are efrciive for anrud peftids beginning on or afts I January 2023.

the managamer* of the Bank b s8ll evaluafing the impact of $e nar standard.
3.03.A3 Amendments to PAS I and PFRS Pructice Stalement 2. Disclosure lnitiative -
Acoountino Policies
r An en$ty is nor rcquired to disdose its mdedal amunting policy infurrndim (tiAPD instead

of ib significant aoconritirE {plkie* (SAP);
. Explains hor-an entity can identitr ltrAPl and to giye exanlples of when accounting policy

inbrmation is likely to be materhl;
. Gladfied that aocounting policy hfurmation may be material because of its nature, even if the

reftil€d amounts are irflrnaterlal:
r Chrified tH accqmtirg pofrpy inbrnstion b mdedal lf users of an enlitt's financial

statemenB would ne€d.itto uodef$aNtd df6r matedal infofination in the financial sfid€fncnte;
and

. Clarifiedthdif an ently discloses immdelial accourling poliry inbrmation, such information
shall not obscure matedal accounting policy information.

Guidance and examphs are added b explain and demonstrale tle appMion of fte'four-step
w#ialiS.pmeess' to acmus$ing:Bokry infunndion.

The amendmenb are effective for annual periods beginning on or after 1 January 2023.

The msflagEtnont of the Bank is ctill evaluating the impact of the new standad.
3:8.M .Anwrdirnents lo PAS 12. De#emed Tax rclated.to Assets and Liabililies ftom a
Smsla kansaction
The main change is an exemption from the initial recognition exemption provided in PAS 12.15{b)
and PAS 12.24. Aeordingly, the initial ecognition exerlption does not apdy to transactions in
which equal amounts of deductible and taxable temporary diffarencee arise on initial recognition.
ThiB b abo exphined in the newly irtsorted pa,Egraph PAS 12.22A.
The annrffi are erftc{ive br anrud p€fuds beghniqg m or afur 1 January 2&13.

The management of the Bank is still evaluating the impac't of the neur standard.
3.03.05 Amendmentsto PFRS 17. lnsurance Contracts
The new standard requiree insurance liabilitles to be measurcd at a cunent futfilment value and
provides a rnorc unibrm measurement and presentation approac-h for all insurance contacts.
Theso requirsnents arc desigrncd b,acttsue the gel of a coftsbtent, prineipl+hcd aocour{ing
fur insurance contracts.

PFRS 17 supersodes PFRS 4'lnsuran@ Contrac8'and rclded inbrpretations

The FRSC amended tte marfiCatory efuiue ffi of PFRS 17 b January 1 , 2O25. This is corsi.ebflt
wlth Clrcular Letter No. 202 ,2 issued hy the Insurance Commision which dsftned the
imptenrcr*ation of IFRS 17 by tno.(2) yeare afier ib effac{ive date as decidod by the IASB.

The standard is not applicable to the Bank.
IlehrcdEfrec'tivtty
Amendmente to PFRS 10. Consoldated Financial Statements. aN PAS 28. Sale or
Mribution of As*ts betwgen an'lnvffior and its Assrriate or Joint Ventltre
Ihs ancndinents addr€66 tr€ confict bsttseon PFRS l0 ad PAS 28 in dcaling wih t!6loss of
control of a subeidiary that b soH or contdbuted to an associate or joint venture. The amendments
chrff ftat a full gain or bes b recogntsed when a tnansbr to an associate or joint venture involves
a business as defined in PFRS 3. Any gain or loss resufting from the sale or contribution of asseb
'that does not constitute a businEss, h6rwver, is recognized only to the extent of unreHsd investole'
inhatils h lhe mociate orffi venturc

On January 13, 2016, the Financial Reporling S-tandards Council defesed 0u original effective
date of January 1,2016 of the sald amendmerils until the IASB compbtes its broader review of the
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researeh project on 4uily accounting that may rasult in the simplifedion of accounting ficr such
transecilbns ard of other aspa6 of accomting br associr[ss,ard joint ventures.
SlGillFlcANT ACCOUilTII{G POUCIES
Principal eccounting and financlal reporting polbies applk d by the Bank in the preparation of its
ffnancial stdements are enumerated belot,v afld are eonsistently applied to all the years presented,
unless othenrise stated.
4.0{ Financial Assets
The Bank recognizes financial ass€& rvhen theBan* becornes a party to the confactual prwision
of the finaneial instrunenls.

*4ilQ.1 ;,Qi&lssituatlon sf Financial Asets
Financial assets are classified into the following specified categories: financiEl assets'at fairvalue
through ffit or loss' (FVTPL), 'available-hr*ale' (AFS) financial assets, held-to-maturity (HTM)
financial ass€ts and 'loans and nreivebles'. The classificsfion depends on the natrre and puDose
for which the financial assats were acquirad and is ffieminEd at the tim6 of initial recogrrition.

As of Decamber $ , 2A22 and 2021 , tha Bank has not des[natd any financbl asset as at F\ffPf
and AFS.

Loans and receivables
Loans and receivabh are nonderfudiv€ finarrcial ass€ts srith fired or derterminde paynrenls
thd are,not quol€d in an rc{iva rna*€t- The BenKs bans and reeeivables omprise cash and
caeh quivalents and bans and other receiva&s.
a) Cas/r md Other Cash lterns

ln the staternent of cash f,ow, cash and cash equivalents include cash and other cash
itoms, amounB due from BSF and due ftom other banks with original maturities of three
msnthE or le6s from date of placem€nt and that are subject to ins'rgnificent risk of changes
inmlue.

Cash and cash equivalents are valued at faoe value. lf a bank holding the funds of the
Bank is in bankruptcy or financial dfficutty, cash and cash equivalents should be written
down to B$timated lealizable value fflhe amount recoverable is estimated to ba knrer than
ttefaceam$nt.

The Bank recognizes each ibm ofcash and cash equivalents as a cunent assetwhen the
cmh ls not restricted ftom being o<changed or used to sefile a liability for at least twelve
months after$e Eporting dete.

b) Loans aN OthorRecerva0lss
,Loansard otherreceiveHEeaensn&rimtive finanoial ameilswith Sted ord€brminable
paymenb that are not quoted,inanadive market. Thh category includes hane rceaivable,
sales contract receivable and accrued interest receivable.
Loans Ree,ivable
Loans and ofier rccaivable are rccognized when casfi is advanced to the bonoulerc.
These are inflialry recognized e* fak vdue Cus Sansactftm cmts that are diredry
attdbutable to the acquisitkm of thefinanclal asset.

After initial measurement, 'Loans and receivables' are subsequently measured at
amoftizad cost using the efrc-tive interest metfiod, less alloaance for cledit losses.
fuircrffi sosil b cdstrffid bytd<irq into accourd ary discourt or premitrm on acquisftixr
and h,ps and eocte that are an inhgral part of fta efiactive irErest rats. The amoilizat ,itm

is irdrded as 'lntarest income in the statement of comprehensive incorne. The loeseo
arising from impairment are Gcognized in profit or loss.

Unearned disoount is amorfrzed using fte efrc'tive interest method of amortization and
any unarnortized loan discount lr deducted from th€ outstralding bahnce to anit e at tha
amrytized cost of the account.

Loans are classified as non€ccruing when the pincipal becdnes past due, or when, in
the opinion of management" colldbn of inErest and gincipal b already doubtful. tnterest
incomo ofl thorie hans is racognized only to the axlent of actual collections. Loans are not
cbsified as mruing until ir&rest.and principd pqftltents am brought to crtrrent stahn
or the loan .b resructrred in mrdance with exhting BSP regulalkrns and future
collections appear assurcd.
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Credit loss is lhe estirnated amount of losses in the Bank's loan portfolio, based on
evaluation of theeetimated furtule cashf,owsdiscounted at loan's originaleffec*ivehtercst
rate or the last re-pricing rate for loans issued at variable rates. lt is established through
an allourance account wtrich is charged to expense. Loans and discount are written ofi
against the afowance fur crpdit loss when management belevee that the collectability of
the pine;ipal is unlikely, subJdto BSF reguldons.
Satres Gorlfiacf Rece,varye (SCR)
This rebrs to the amortized coet of assets acquired in setdement of bans through
foreclosue or ffibn in payment and subseguenfly sold on installment bais r$ereby the
title to the said property is transfenred to the buyers only upon full payment of the agreed
selli,ng price. This sh# be ngcorded initially at the present va{ue ol $e instaHment
receivable dlscounbd at the impuH rate of inlerest. Discount is aocrcted over thc fib'of
the SCR by crediting inEred irwne using the efrc,tive inter€st method. Any difference
between the present value of the SCR and the derecognized assets are realized in profit
or loss in the period of dispoeal.

All SCR slrall have a mininnrm ot2o% down payrnent upom executim sf the cmtffits
sall SCR with at bast one paymrnt in anear shall be oonsidcrod a non-perbrming SCR
with less than 20% dovn payment shall also be considered as non-perbrming.

e. Held-to.maturityfinancial asseb
Held-to-maturity financial assets (HTM) include quoted and unquobd nonderivative financial
asseb with fxed or det€rminabte payments and a fixed date of matunty. lnvBfrtents alts
classifsd as he6-b<natutty if the Bank has the positive intention and abifity to hold them
un$ mdudty. lmres$nerrte intended to be held for an undefined perkrd are not incltded in this
ehseificdion. Held-tematurity financial assets are initially recognized at fair value plus
transdbn costs that are directly attributable to the acquisition of tfie financial asset.

Afier iniEal measurernent, thew ete subsEquenfly mesured at arnortized msG using the
#iue interest mefiql, less any lrnpairmer* in value. Amoftized co6t is calculated by' takins
into account any premium or discount upon acquisition and fees integral as part of the
effective interest rate. The amortization of premium or discount is included as "lnterest
income'in profit or lms.

Gakts and bses tr1s reogrized in irmrne when the HTM financiel mseils arc derecosdzed
and impaired, as well as ltnotrgh fic amorlizdion process. lmpairment bss, wttich is the
diftrence bet\i,een the carrying value and the present value of estimated cash hvs of the
fnancial asset, is recognized when there is objeclive anidencr thd Ste financial asset has
been impaired. The losses arising from the impairment of such financial assat are recognized
in proftt or bss.

4.01.02 Offsettino of Financial lnstruments
Finilcbl ss€ts and lhbifrbs are ofret and the net arnour* is reporEd ln the slatetler*of 'financial
posilion when here is a legnlly enbreable right to ofiset the reognized amounts and Oere ie an
intention to setle on a net basis or realize the asset and settle the liability simultaneously.
4-01.03 Effective lnterest Mathod
The effEcttve interust method is a metfiod of calculating the amortized cost of a debt instrument
and of albcdingiinterest income overthe rcbvarf period. The eftdiue ifiterest rafie is thB rate that
emctly dlscounts estimded future cash receipts including all &es on points F€id or reeive<l that
brm an integral pan of the efiective interost rate, tansactlrn costs and other premiums or
discounls, thrqugh the expected lih qf the debt instrument, or, whqrE qppropriate, a shorter perM
to the net canying amount on initial recognition.

lncome b recognized on an eftcilive intercsfr basb.
4. 01 . @4 l@airment of Fina?ciat Ass€;ts
At the end of the rcporting pakd, fie Bank assoss ils expected qedit losses (ECL). The Bank
recognizes an allorvance for expec'ted credit losses (ECLs) for all debt instruments not held at fair
value fflrougrh proftt or hrsr. The Bank being categodzed as having simpla and non-cornpbx
op€trdions adoptcd Up besic gruidelineo in setting up of alhrrance fun qedit losses prwided for ln
the Appendix 15 of the Manual of Regulations fo'r Banks (MORB) in reoognizing expec{d credit
losses.(E0l) br its hons $d other receivables.

The Bank considers a financial asset in default rryhen contrdual payments, [e. last amortization
paid are more than 30 days past due. Horverrer, in certain cases, the Bank may also consiller a
linancial a$et b be in cleEult tA,hen inbrnal or od,emal inbrmation indicates that the Bank is unlikely
to receive the oubtanding coflfactual amounts in fult before taking irto account any credit
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enhaneernents held by the Bank. A financial asset is written ofi when ttere is no rc*onabh
expa#tiur of taoledqS ttre contractual casfi fumn.

The Bank's ECL measuemer[, as detarmined by tre Manqernent, is drsclosed in Note 6.01.05.

Ae of Decembel tl, loD aN 2021, the Bgnk did not asaess the impac{ of ECL model thst is in
, amdanee wi&r PFRS S drE to Htain limitdions.
4.01-0SAotwnitiqt
The Bank delecognke a finanrjal metonly whq he con$actrd riCtrts b the cash florus ftom
the asset eusire, or when I trans$ers the financial asset and substirnfiary alt tre risks md rcwards
of arnershp of tfre *set to another e*tity. If the Bank neither kansfers nor ru{ains substantialfi all
$e tigfi+ *d l,mr& cf omersttip ad csdirues b coffid the tansbned ass€*, the Bank
maog$zesik t€trinql ir$er€st h theaeeetatdar *eschhd $atdlity ftrarwnF lt rcy hare b
pry. lf the Bad< retains subetantia$ a[ fia risks and rwards of ourneetrip of a trsrsfrr ed fuarrciat
asset, *te Ber* eonfmues to r@gn*re &e finandal esset and also recogni2es a collateralized
bonowing fur the prcoeeds receiwd.
il;Ol Es*Ftmim, Fwai&q,'Fffircc end Eq$pmrnt
8a* plwttisc, furni$m, fixtnrm .end Bqoiprnorf ate fiEasur€d d hls:torical csst hr any
accumulated deprechtion and impainnent bsses. Hishdeal co6t coftsbts of purehase prbe ard
coaila dtrectlyatrihtafute in brirgtng tre atsetb tts norking conditbn for iE intended uae.

Subseqssflt oxpordikes tsk lirtg to aft iEfil d banlt prwn$.rue, tmitno, ffires ard equipnent
lM have *Bdy been rcmgnidare #dlo the Enyirq ffrrunt d0teffie*uihen it b pr*able
that tttre eaotrornb Mrts, in excess of the orlginalty essessed stanffi of gerhrmanoo of the
exidirtg esset, will'florv to fir€ Bank. The canying anrourd of replaced parts b derecogni:ed. All
other Eubsegusnt elpertdttreo arB r6co aizod as expema h Ste period in whbh those are
incuncd-

Dqrec&*ioab corlpr$ad on Ee s8a$ht'line nrfihod basad on the e$titt*d tneful hrcsd the
assets m blhws:

Building
Transportation eq uiptnent

tnfurmdion tdnobgy equipnunt
Fumiture, fixlures and 6quiprn6nt

-
-
?

10 to 15 years

3 to 10 years
2 tr t0 years
2lo 10 years

Larxl is not depr€ciaiBd. Leasahd inpmternenb are dsprerSabd over lhe shorler betu,€en the
imprwernents' usafrrl lift of 10 years or trc baee term. R($tof-uee assets are depreciabd owr
thB leasD tBrms of $e lease ranging fi*n f0 to 25 years.

The asseid r.eeidsdl vae.ee ard us&l liuee are reuiiilled, and adiusted if approgiane, at the erd
ofedr $Bartfurg perbd. An mefe canyiq arnount is rsitEn rrwnirnnndft*afi,h ih racovarabb
arnuntif theascefscaryirg snount bgeaterthan its es{irnated recov€r$b amount.

When rpvalued asseG are sold, fie arnomts incfuded in o,fier resen/€{r are transfured to surphs
frse.

Fuily depreciaitadmds sfill in usearer#ftpdinthefuaneialstatements.When assetsarere{ir€d
or dherwise dispoe€d of, $e Gt afld tte related accumulated depreciation and any impainrrent
in value are remaned trom $6 fina$iat $abments and any rcsufti4g gain or loss is credited or
che€edtopr€frtsHe. GafrnsffidksEBs+@webaredeEfiytin€dbycornparirytheproe€6e
u,ih fiB garyirq amouil and aa mcogmiead h profr or loss.
a.03 lrystmant Pruperf es,
Properties tM are held aither to Bam rental incorne or for capital appreciation or both, and are ad
signlfuanOy retryleO by &e Banlq a't'ffi as inrrGsurlent propertigs.

lfi,Bsfrnent propcrtiea are msasured inftbtly ef ffit, incfuding transastrron coets. Subs€quent b
initftd rccognitien, deprecfu*lb kn €Gencrft propertbs er€ carrbd d cost hss m*ruffid
dep€ciation and any impairment in value. Depreciation is computed using straight{ine method
basal on thees&nated useful fivee of the aseets of 10 years.

Land is not deprEciErted. lmpairment test is cmducted wtren ttrere is an indication that the carrying
arfiow{ of f,re alsctrfiay not !etecowrcd. tu impainnemt bss ts rqnired bthe arutrrt by
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which tlte property's carryi,ng amountexca*ihreoverabb amount, wtrbh isthe higherbefirett
tttcproperS's fairvalrc hsecoct torell and value in use.

lnvec&nent propeitie arc derecognized by Ole Bank upon dlrposal or when the inv€efinent
propofty is pamanardy uittdesrn tom uEa snd no ftfrna ban€fit is expectefi to aise frorr fts
oontinued uso of lhe ass€{. Any gain or looe on derecog itkln of an investrmnt property; cdctrffid
m the ffiffitte bett$teen tte rB dkpqsd proceeds and the aanyrng amsunt of th€ as€t. ts
rscognieod in the statement of comprehorEfire inome in the period in whblt $e prope.rty is
d€remgned.

TransEB are made to inveetment propertiee when there is a change in use evidenced by endirp
d mrw-mupdiu1 snmncamsrt cf an opediqg baBE b andrer party or ending ef
@nefircSoo or &lelsnrnent Tlarphm se rde ftom .inveo0mar{ p,lqD{tt}a-wtren, and srdy ufial
thera is a cfiarqe in tse evidencedbql commencernentof orvnercupatim or cornmqeernent d
d,ereleprnent w[h a view b seb.

Tia*ee ad,*gn iruffinett'pmoperg e rd result in gein or hss.
{;Of G[s Asseb
O!fier assets not classiH as finandal assets, ba* prernises, fumiture, fxtures and eqUipnent
grd lrficrtonEnt propE0 inctq<b, prepaymenls and stationerbs and suppli* on hand. These other
assets qua$ffiag intothe deffiion d aeeeta urder PAS 1 Presentd&m d Fkpncid Sldernente are
rewurale corrtolbd by the Banlt as a.resufi of past wertts afid fttrn whil$ frrtrle Economie b€frefitt
are Erytsd to flovr lD fie andty. Othar ascr$ am tEqnEBd sr en ffiudtmE of amunting.
d05 htpltmorrt of tlon-fimachl Mcfr
At the end of each reporting date, thg BanI( asseeses whether there ii any indiralion lhat any.non-
firarrcial asaiffi may hfle $frered an inpairrrld loss, lf any strh lffiion exists, the rmrerabte
amount of frrese asse(s is esfrnated in oder b deErmine fite extent of the impainnent toes, if any.
Wh€€ lt b not possible b esilimate the recorerabb amount of an individual aecet, the Bank
estin*deethe reoouerabh ansur*of$ccaotuganer*fUunitbrd$ehthercet bebllge Wlrena
reasonabla and corcistenl basis d allocation can be ideffied, assets are also atlaedd to'
indiviruel c*Jh{€rBelirE tmiB, sdEflrise tky m albc# b the srnffi $oup of 6rh.
generating unih fur which a reasonable and oonsistent atlocatftrn basis can be identified.

Recarerabla amount b fie highar d fiair vdue hc6 co66 b E6ll.ard rnkre hr sse. ln ass6{*ng
\r6lue in use, the estimated frrture cash fionB are discounted to their pres€nt value using.a pr€-tar
dbcomt rde lhd refrect cunent mar{ret s€ssrnenB of tp ttne vaft'le of rnoney and lhe dske
specific to the asee* fur whi:h the estimatee of future cash froun hare not been adjmted.

ff the rccoverabb amount of an assct or cahjarcratirq tmit is esilimated to bc bss ftan its
canyng amount, the carrying amount of the asset or cashgenerding unit b rcdued to iE
reccn €r*b amount. fur @rmentfoscis Ecognized as an erpense.
4.06 FinancialLiebili8esardEquitylnstnrments
4.6:O1 Classifiatian as Finmcial Liabilitv u Esuitv lnstrument
Debt and equfty ins$umenS are claesified as ei0rer financial liabilitbs or as equity in accordance
with fre subsEnce otdre contmctual arnang,emeflS.
1. ffi V2 Flnanaid Ltutbiffitg6.
Finarn*rl fidlithr aa cbseifpd aa rtrr.r fninrcial lieb,Iilhg H FVTPL' or !&rr financbl liabitli.B'.
Financial Liabilities at FVTPL
Financhl liabilifiee are classified as at FVTPL when the fnancial tnbisty is eiher held for trading or
it is designated a at FVTPL,
A financiallktiffty b dasiffedas feffiforfading if
. it hae been quirod princi@ fur $o f[l?os€ of rcpurchasing it in the near term;
l ,ofl $nitid recsgrtitbn it b F t de'portfofio of ker$fied finerrci,sl *rstnxns*6 ffi frs kNk

togeffier and has a recent aduat patbm of short-term proft-taking; or
e il is aderlvdive that is nddasbn$d and efiestirc as a hedging i,nstuirment.

A financial ti$itity o&er lhan a fnancial liahility he6 br tsading may ba designated as d FVTPL
uBofi ir*lbl reoo$ritioft ifr
r soch doslgnation olimhstea or ei(,nificantly reducs a measurernent r rmognitiorn

i@nsierq fhat trou6 ottrerwiep arisc;
. Stefinancid li*rilllyformspartofagroupof fnancial ass€Eorfmencielfrabi'miesorboilr, wtl'rclr

b managed and itB perhrmance b evalreted on a fiair vatrc baeb, in mordanoe with the
Eenk'B &cumenbd rlst marngernstt or investnent strategy, and inlormation about fie
grouping is provided intama$y on that basis; or
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r it forms pafl of a contract contraining one or more embedded derivativeE, and PAS 39, Firanc**
Elefirrl?srtB: eecogrltim *d t/t€aeur€firerrt peflr*ts the er*tre aombined cortract to be
.designat€d as at FVIPL.

Finencial liabil![es at FVTPL are etated at hir value, wilh any gains or losses arisirrg on
lerheesurornent ,ecognized in proft of loss. The net gain or lose recognized in profit or loss
incorpocctso any lrrbt?d Dail on the financial fabdEty and is included in tre statament of
o;rqnrehenqise ircome.

As dDccember 31,2W. and 2021, tre Bar* has no outstanding financial Babililies at FVTPL.
4. N. 03 Eq u i* lnstru ments
A,ft €quiry inskurnent 'a xy conheetffi evidslcss a reftluel interwt in *te aes6 of an effi
'afrer dedtr{ir€ d of fts lhbffiile. E$lity ir*stnrnemts issilred ty the Bant ale rccqnized at the
pro6e& receivod, n€t of direct issue€oeE,
o Gommon silock

Common etock is classified as eguity. lncremental costs direc{ly atritutabh tothe iseuance of
newslrar€s r ufliors are slifini iil equfi as a dedocticn foft fie pooeedq net d tax.

r Surplus'ftao
Surplus frea representr a[ cunmt ard gtr period rwrtts d opcratlms aB raporhd ln ttte
prom or bes sec{ion of the statement of comprehensive income, reduced by tfie amounts of
dividend dedared, if any.

. Surplus tes€ryes
Surplm rgseffes eertain to noserye eetasue by Bank bron$rgoncie.

4.07 Related Party Rehfionahlps and Transactiong
Rebdp*tytmsmkm*ryetr*tsfusf reeourca, servhesordigationsbetu€€ntha Bank and
its lddBd panbs, regerdless wtrcther a gim is chargod.

Parties are cortsidsrsd to be mHed iI ona party ha the abifig b contot ths other party o exercise
significant influence over the dher party in mdring financial and operding decbions. Thesc parties
ilul$de: {a} lrdlvit$* wnirry, direcry or klCiecry &r0rr$r sne or rtre fu}temedialbs, conbol or
.areoonlrolH by, c urder mn{nan corttr{il.nt$lh tte B*rlc {b) assocides; (c) ind}vi<luals omir6,
dinectSorindircctly, an inteeSin thc'uotlnglpqrer'of{hc 8ard< frratghrce them significant irffirencs
over the Barrl and close members of the fiamily of any such irndividual; and (d) the Bank's retirement
tund.

Ia coru*hrfu dr petibb rffi gaq r€latbrshipa, atbntion b ditacted to the suteffi of
the relffirip md m( merely on the bgdfu n.

Further, Sectbn 131 of the MORB states ftat retaEd parties shall mrrerthe BSFI's subsidiaries as
well as *flidesaldany frty (kr*fierg*ieirsubskti*ks, #ide ard special purposo entitftts)
fidfieASFi erter|sdirlc#iridl€ct"con&ol'qrer,orthd€xefts dil€ctindh€cf owtrdwerthe€SFl;
fte BEFfs DOSRI, and their e,lose iami8 rnelnberc, as ud as eorresponding petsons in afrliated
cffirpafiies. Ttpse shail atso inchde suctr other personfuddical entity whose interests may pose
pobntial conflic{ with the interes( of tho BSFI, hence, is identified as a rel&d parry.

Tha Sot s ffinflftrn shall abo tlcldc dfrsd or indirsct lintage lo a BSFI irtsfit'Fed rls tollows:
{t} Ownerstiip, controt or power tovo[e, of tan percant (1tr/6) to hus fhan tu,srily psrcent (2m6] of
the outs;mlg voting stodr of the bonorvingentity, orvie vesa;
(2) trterlocking directorship or orfficership, except in cases irwolvftrg indeperdent direetors as
d,efmed undcr e)dstirE regutatioffi or dl€eb{s holeliqg nomind sharc in tte bono*trrg 6rporetiofi;
(3)Csrrrul stoehdders ornlq atbastlan peroent (lffi) cf fie ouG,tandingwting silock of{he
S$Fl and tan pacent (10%) to bs$ ltlan tserrty peroer* (?,0%) sf the otstsndiqf yo{ing stock of
the bonwing entig; or
(4) Permanent pro4y or voting husb in hlor of tho BSFI conelihrtirp bn percer* (10%) to l€ss tften
tvvcnty FrcBnt (20%) of fie oubtandlng voffng s[ock of the bonoring entily; or vbe rrersa.

Rdaladpartyfianse.tb$s (RPfsI shallrehrb &ansdions or rhdingn nilh rehM parllesdtr
ESFI, including rb truot department regardless of wtrether gr ngt a price is ctargd, Theee shafl
incMe, butnotlimiEd b the folbwir:g:

(0 on- and ofi-balane sfnet oedit expoewes and clafrns and ffiteofis;
(2| lnvesenenb ad/or e&scrtgione fur deM€$rily fulsrlarrcGC
(3) Consulting, profrssional, agpney and dher service anangement#contraeB;
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(4) Purchmes and sale of assets, including tranrfer of technology and intangible ltems (a9.,
reaear€*l artd de$dopment, tradernarks ard licene agreernetfr);

Tm(i'ng end dertviliw Bensactions;
(8) Bonortinp, commitrnents, ft.lnd tansbrs end guarantees:
(9) Sah, purcfiase or sryply of any goods or materials; ard
fiO)-Establishfilent of joint v€nhxe entities.

RPIs shall be intetprebd broadly to indude not only transactions that are entered into wltlr ret#d
partbs but also outstanding tramactions that were antered into wtth an unrelated party thet
subseq$eflSy homes a releiled party.

il.{trB Revenue Reeognifion
4.A8.Ot Revenue Recwnition for Rqvenues witfiin the *ope of PFRS 15
Prion to January 1, 2018, under PAS 18, Rqenue, revenue is recognized to the extent that it is
prdb$le thalthe emnomic benefftsmTlbwbthe Bankand fie renenue can be rellablymeasured,
regardleas of ufien the payment is being rnade. Revenue is rccognized b the eltunt that it is
nrobnbh thatthemonomh bemfr ufil hs h ee Bank and tk revenue c+abe rnaasgredre$ry.
Revenue is rneasurcd at he hir value of the consideratbr reeived o.r recefuable by the Bank fer
serviffi protided in the normal Gourse of business. In addition, the follaning specific recognition
crtterb must also be m6t bebr€ revenue is recognized.

t$o$ *peln 6{ PFRS 15 bagin*g Jaruary 1, 2018, rernrnre ftofi cor*r*tc wilh ousfiosse* b
recognized upon transfr of services to the customer at an emount that reflecte the considerdisn
ts &fibh th€ Ber* €xpads b be enffied in excherqe fur thoee services.

The Bank assessm iB revenue arrangernmB agsinst specific criEria in order to determine if it is
ae*ry a prlrclpat or ag€rd. The 8an* haB aseesed $d it iE aEtFE ae p+irie*pa+ in d afimgcrfiet*.

Iha blhilingspedfc recognition criterhmuet abo be met bebra rffinue is roqnized:
Fes and Commissions
fficornmission incorne kom a divers€ range of servkre it proviriesto [s
cusbmers- Faes eared ior the pwislrn of *rvices over a pedod of time are affiued wcr 0rat
pariod. These bcs include commi$ion income and credil-rebted faes. Scrvice Ges are collecEd
*om bonmrc to eover direei ar$ idirect spensee in gocessirg credit 4plimtklns.
0frErlncorna
Other irwne ariccs from gnin on sale of financial ard norfinmcial asseb, bar* fues and charges,
bank eoffin&rEionsand miscelaneous income. OSpr inmme b recognized upon completion of lhe
eaming prooess and the collectibility is reasonably assurcd.
4:08,O2 Rel/g|rdd/S Recogtilian for futffiit]$ otrtsigp. the wvry af PFRS 15
For tuvsnu.s outsidc the scope of FF'RS 15, tp Hhryuing speciEc recognition crtbria must *o be
nret befure rcrenue ie recognizrd:
lnterest on Loans
lnteffit income on bans and discount with and wi[rout adverrced intarest are recognized
periodlcally using the efbdive inErcst msffiod of amortizdion.

TIIaEsrk&Brdrcnre infiereSlrrorneonpsstd,€ loar:s incos,Hiance wiSrBSP r€grilafiors.

Ths Benk shsl only charge inbrast basetl sr the ouBtanding balanca of a len. For a ban ufters
the prirrcipal is payatde in insaflments, interest per instaf'lment shall be calculated based on the
outstandirlg balance of the ban.

lnterest Incorne on Bank Deooeits and Held-to-Maturity Financial AssetB
laEreatmtar* ftpsiEand ha$,ffinafrsityfinanc&d assefisare recognizedinprofit or loss using
the efiecfive .inbrest meftod.
4.00 Costend &Bense Recognitlon
Cost md exp6llse8 are recognEed in prsfit or bss when a decrease in firtttre economi0 beneft
related to a decrece in an ass€t or an ificrease in a liability has arisen thet can be measured
r€ffabh. CosA ard eepeneac are rmgalmd kr,proftor lose in lha b$olting manner:
r On $e baSs of a direct ascielion befireen G irumed ard the eaming of +ecific iterns

dtrrcome;
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r On the basis of a systematic and rational allocation proceduree when mnonrb benerfts sE
Wed€d b ili8€ Gler Barfr€il ffirriting paio6 atd a*or*ilknutth income can ordy he
hoadly or indircc$ ddermined; or

' lmmadiaWu&en an e&andiEgs Fromlme no t&ra econqah benefuorrvten, adto SJr
extent that future economic beneffs do not qualiff, (r ooase b qualfl, fior remgnfrion in the
statement of ftnancial position 6 an N€t

4.1OLre
lJAOl The&art-as Les*e
For ary nern contracts entered inb on or dler Jenuary 1, nn, the Bank considera whether a
contract is, or contains a lease. A lease is delined as'a contracl, or part ofa contracd, that conveys
tlB riglllt b use d} aBset (the ufid€rfyiqg eBsef) lbr a pffid of tirrE in ochange for consider:ation'.'To apfly thio thfinitftrn, fto Bsnk srcs6 wtrefier the contract nleeb three (3) key Brralustbna
whhharerYMren

r the conbact ontdns an idenffied asse[, wtrblr ls eillpr exCicitly irJsttified h tlp onfect
or implhtly specffied by being identifted at the time the asset is made availabb to the Bank;

o lia Bank has the right to obtain substantiafly all of the economic benefils from use of the
identified astfilot gtlott0rs pcriodof usc, mx}irsddg it3 riglrEf,ithinthsdeftrtt*ope
qfth6 contract; and

r ttaBa*hasfiort#bdiraetthelrsesf theklenlified asetthmAftalttheperk$of usa,
The .Baok asscs whaher.lt hae tta rigttt b ditacf 'hor and br *fid pueose' the asse{ ls
ueed thrwghout frc perbd of use.

mopffon ead &lfdal ffeasuement
At he commercernent date, the Bank reognizes a rpht-of-use asset and a base lhblllty on the
b#ue efisd. TUa ftEtd-tse aced h mesur€d d coat, urhhh ia rmde up of tn in[hl
.an*usned of &e ke ffiitry, eny inttbl dfuact cmts inorred by &e ktk, an estlma8e.ofay
misfo disnm$e and rcrnrye te ,Bset e{ tle rmd of $e h#e, ard my lema paym€nte rmdp in
admnee of the lee* eommencement dab (net of any incentives received).

Allheunme+ixrrrn{ dutc, $G Bir{G rmra tso l*oeli*flity d the poseat vahle €f ftc bae
pE wrere unpaid al ftd dde, discurfred uslrlg tre intsesi rate imdicit in the base if that ratc is
ready aur*l*b or $e BafllCs inerementat borro*fry rate.

Lease paynanb incftrded in the measurement of the base lhbility are made up of fxed payments

ttrdtrdingi,neffiaosfired), yarinbbpat6ncre b*edm sn indcr( or rdc, amounts€rpsetsd to
beparyailBrrnf'Brarwfthrdvdm$xaranbeand pymeotsatsiryftcmodfonsr€a$o@lyErtain
Io beexercised.

The Bank has elected to account for short-term leases and leases of lql-value asse*s udng the
practicai erQedieftts. lnsteatt drccognizfrrg a fightd-use assst and Ease liEbility, fie pafiHrB in
rda{im to fies€ are l€cognizcd a9 {l €xpsnse h profit or les or a $nafutrt-{ine basis over fie
lffiscbnn-
Su6sequerf traoslurwnerlrt
The Bank deprccktes the rigfitof+re ass€ts on a s&aightlhe basb frort he le6o
comroenoernentdde to the earfer of fie end of ttre usetrtffr olthe dghtof-use asset or lte end
of the Fase tern, The Bank also ass€sB€a the rightof-use asset lbr impaitment when such
irdk*reeri*.

Us€fu|l& oondder€d h rbpleciding the dgt*+C.use as€€ts is $€ lib of the asoetcramaining
term of the leme, vdricheryer b drorbr.

SshsE$rs{rt b initlial trmucmer*, frBli*imf uill bc rtdtteed ftr pafl|er$ nmde afid ircosssd
for interest. lt is remeasured to reflect any rcassassmcnl or modification, or if thcre ers c.ttangns
in in-a$danae M peqmer6. L1h€n sre base li$ility is remeffirr€d, ,$e concspondirq
adiusfrnent is rerf,eciled in the r[ht-of-usa Eset, or profr and loss iffie rightof-use assot is draady
roduced tozsro-
*.tt EnpfoguuEmefitr
Ernployee benelits arg all forms of oonsileraticn given by the Bank in exchange br services
rcsdErqt !U snffir id$ir'g,d{Ec0s{s rld managernont.
4-1 1,Al furt.bm Emtuy*'&refrs
The tsartk recognieeg a liabtity, ret of anrunfrs dready paid, and an cil$eoso fur servrces
rendered by employees during the accounting period. Shqrt-tenn oenefts giv.en by the
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Bank to its employeee include salaries and wagea, soeial securig confibntions, Efiort-
tgr* mrryated abc€nc6 bsrlsos, non-mon€tary benefits, and o*rer short.tenn
benefits.
4fi.42 Relirement Fenefrt
The Bank has made its own esttnaE of n*imment benefits obligatbn. The Bank recognizes its
retirement benefit obligation using the accrual approach. UrUer fr6 accrual approach, ffre amrued
bEnEfte ts rwogniasd is equivabrt to db basb monnir saky fu arery year of service b a[
qualmod amptqpes.
*.t2.hcomeTa
The tax expeme for the period esnp*tes cunent and defuned tax. Tax is recognized in the plofit
or lcs, sxcspt b the e)(bnt fid I rglabs b iEms recognized in other comprehensive inoom€ gr
diredly in equi$. ln this case, th€ tex is also recognized in other comprehensive income or darecty
in equlty, tespectively.
4fi-41 Curlrer*lncp,lrneTa<
The tax cunenty payable is based on taxable pmfit for the year. Taxable profit diftrs ftom profit ae
reportod h the shbrnents of ornpretpnsirr€ incoma becauss of items of incorne or expense that
are taxable or dedrctible in other years and iterns thd erc ne\r€r taxabh or deducthh. The Bank's
liabiliry for c'l.,nsfit tax is cahulated using tor rdes fiat have been enaciled or substantively enacGd
ty the €fld of the naporting pcrbd,

UarqernentpeaoOhallyevdr poeitiomtalen ln tax re[umewfth rcepedtosituetions ln wllich
applicable tu rnguldon is sublect to inbrpretation. tt es6blishes prwisions where appropriate on
&o basb of arnouats expected to be paid to the tax aulhorities.
4:12'02 futefiad tncame Tax
Defened tax ls recognizod on temporary diftrences between the carrying amounts of aeseb and
tkthlHkr ln ttre.frqncial s8hsnents ffid fiE mrresponding tax hffiffi used in the computation of
.tede.Sroffi" .Defenad taxliaHifs aragenerdU teco$rL?ed frrdl laxabb ternporary dffierancs,
De&ned taxasss are1pnora$y r€ogniadfurddsdrrcfibhbrporarydifierenes, cany-furuard
of urused ta:r credits Eorn exces3 lfiriimtun Corporate lncome Tax (MCIT) over"Reguhr Corporate
lrrcorne Tax (RCIT) and unused Net Operating Loss CarryOver (NOLCO), to the extent thet it ig
pra@bhfhattff*prsfurdEbea#c:agninsturtrhh $osa tladdfibh tomporary difurencas
endeny.br{€rd of unmed tlC{T and.wnmd }{O[CO can be utiliz€d.

Defiened in€ome tar, hovvever, b nd recogndzed wtpn it adse6 fqn the intr'tal recognition of an
asgetorlhbilityin abansactionthat is notabtniness combination and" atthetime of thetansac'tion
'&at afrcE nsihs ttn acear{*ng pmft rrer ffi prffi or bss.

The c*ryirqg snowt cf d*n€d t$( ase€b b nwisted at tte erd of each repoiliilg period and
reftrced to ths eltbril ffi it b no longer probabb that sufficient tiltabk profits will be avaihble b
allor all or part of the asset b be recovered.

E}effi tar ffib arld ffitrfies are rrcurcd d fiBta( rdestr€t ato eepected to apdy in fiB
pedod in w?rich trc liebility i8 sffi or ths a$et raalizcd, based on tax rates and tax laws that have
been enaeted or subsilantivety enacs h9 the end of the reporlinS period. The measurcment of
defened trax liabilirties and assets rellects the tax conseguenaes thatwould 6llor fom the manner
in whbh fte EEnk ere€cts, at ttg €rtd of the reporting period, to recouer on seffe the caq6,E|
amount dils aes€ilg and ffi'fitios.

Elefuned tor asse{s and fiabiflies arc ofrel when tierc is a legafi enforceable right to oftet cunent
tax assets against cunent tax lhbilities and when they relate to incorne taxes levied by the sarne
tsrafon authority and the Bank hrbnds b set$e its cunent tax ssets and tbtdllties on a net basis.
4.13 Fair Valuc tcesurcment
thg 8ar* rmsurscfinenciC iieettument$ at trr te&ta C ehreBorting daB.
Fair value is the pdce that would be received b sell an asset ot paid to hansbr a liability in an,
ord€dy tronsacdirn bdr,reon rnarbt pad&ipants at tte rneasurarnent date. The fiair value
rneasurernent is based on the p,resumption that the transaction to sell the asset or transfer the
fiability take6 placre eitfier
r ln{he Brincipalrnarketforthemsetsr lk$,iliV, or
r ln the absence sf a principal msrk€t, in tfp msat advanhgeous market br the asset or lbhflig.
Tha ptncipal ad tB lnosilduar6agaona rnarket musil be accessibbtotfn Bank
fhs fair vatue of an asset or a liatlility is measur€d using the assumptiom that mati<a participants
would use when prbing theassetorliability, assurnftg thatmarketpartbipants actin theireconomic
best irrte[esf A fiair \ralue rneesrremeni of a non-financial asset takes into ac@unt a maftet
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5,

participanfe abiliity to generde economic benefts by using the asset in its hbhest and beet usa or
by sellittg itb another ma*ct participant that wqrH uee the asse[ in its htlhast and bct use.

The Bank uses valuat&rn tectmiques that are agpropriate in the circumstances and br whbtr
eufrcbff de as anaiHe 6 rpanre fairvdn, manimir,ing tha use of tebvart obserrrabb inFts
and minimbing lhe use of unohservabb inputs.

All.assoband fiahlitios bryytt'r:h fairvalueis measured ordisclosed in stefinanc.id stabmer*sare
categorid ulhin the fair value hierarchy, desoribed as {ollons, based on the lotrest hrcl inBut
fi* b *pinerttb the iair vdua measursnent m a whoh;
r Level | - Quoted (unadjusted) market pieee in ac'tiw markets for itlentical assets or l[ebilitles.
r LanC2-V*dknteelmisrec furrrfii{*}thslqpetbvelinfxdsld bs$niEcanttothe fak vdue

,ilEesure*rer{ b dirccfy or sl(fiecily obacn ee.
e Lcvel 3 - Valudein teofiniques fur vrhich the lowest lerel input that is sbnificant to the fair value

nmurvrrent b unoteen at h.

As d Dwmtsr 31 , ?f}z *fi 2O21, lhctelrc B rlo karrsferc be{yveca Lettel I aN Levd 2 fair vatue
rflEaBurBfirenb.

For assets and liabililtes that ae recqnized in the financbl statEments on a racrming bmb, the
Bank determineav*rethertranaErs hayeoccuned b€&veen Levels hthehklrarchy by re-assessing
c#gorization (hcd onfiBbu,tst hrcrlnpttrffib sigrriMtutlrefairwlue nsasuEmentas
a uuholc) atfie d sf c.dr Gpoaing potiod.

For the purpose of hir value disclireureE, the Bank has determined dmses of assets and liabilities
on the basis of the nature, ctarrcteristics and ftks of the asset or liability and the level of the fair
vsfus hiBrelchy.
l,lil Proviclons, Contlngent Lletffities and Contingont Assets
4.14.0, FhrHons
Provlsbns are raognized wfran the Bank hes a prosonl obl[atior, whe$sr legel or comtructivc,
aa. a m*.# d a B slgf, il h prffi hd Sie 8ar* {it be requiled to te(a the otdigptilm" and
a.rdiaHe alfun& can be made for $e annunt of Btc oUigdion.

The snor,urt reco$riz.ed as a proriieiori is the bet estimafie of the mneideration required to sette
the present obligdion at the and of the reporting perirrd, taking into account the risks and
urredda{ies srrmtxrdlng ths d$gffixl Wkr€rc a prav{rbn is meaurad using the cash flotre
eotfin#d b s€{&e the present obfigdion, ib canying amount is fE pfes€nt value d the.dl
f,oue-

lAlhen sone or all of the emnomic benefrts rcquired to setfle a pronbion are expected to be
rocw€red.fisar a trkd pdty, I receir*le b rceogmEed aerarl ssd S I is *tt]dty certaln thd
r€isfifircfirertnr{tl,be receiued and tho etnount d $e rsivahlc aan bc mesumd tdi,ably.

Frwisions ara ffi,ictved at eacll r€pdting date and adjusted b reflec't tha cufisnt beet estimate.
4.14.02 Continsencies
Oontingent liebimies are not ecry*rutf intieffiiel sat€ffisf,ts. T?ry ate disclosed unless Sle
possruflily of am wtflwr of resource efiihdying economb berefiB b ramoE.
Con@ae$afis are not recognired htare discbsod in the fin,ancid sfibrlente when an irlfrar
of economic benefG is probable.

4,15 Events Afier the Repoding llate
The Bank itten{fies ev€nb afier the reporting dab es events that occuned after the rcporting date
but befurs tho data thE llnancial etatpments rrere auftodzed fu,r issue. Any event that provkles
arrdilionat inbrma8on *oul $e 8a*btuenc*dposltio$ d fTe mpsreEtd* b reilh# *r fre
financial BtatemenB. Non-adjusling EvenE are disclosed in tho notes b the financial s&tements
whsn rnaeedal.
SIGMHCAilT ACCOT']{IING ESNffIATES, ASSUIPTKXS AHD JUDGilEilTS USED
Thc pqarationof thefirnncidsilabmentsincom$hnoenithPFRS rcquiesmanqementbnmke
Iu&r,reBt* estlmates and assumdions fiA affec't tie amounts reported in the financial stabments.
The iudgmenb, cetimates ard assurndkms used in the financial stataments ara based upon
@gryEarfs cnfiduatbn of deataot,fadaend cirasns*ances d $s Brxl of the teporling peri,od.

Acfrrd $au& cadddffiu mdadaU ftom auoh estimdee.
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JudgmenG ard estimatss are continually evaluated and are based on histsrical experierce ard
ofirerfactols, including expectatiurs of ftrture wents thd ae beliarod b bereasonable utrder the
ctrcumstarrcEs.
5.01 Crltical Judgments in ApplyingAccountng Polichs
ln the procese d applying fie Bantb eccounting potr:Ix, management has made the bflowilrg
juSments, apart hom thce invotuing estimation, whbh have the rmt significant efhct on the
arlnrt*gleso$end in lha financid statsnsnls:
S;Ol.Ort Deseminirw whettr* u not a oor*nct wfiains a k,asg
At furcep*ion of a eorfract. $re Bank aesesses whe*her the conkact is, or contiains, a base.
A contrac{ is, or contains, a lease if the conhact conv€ys the right to conhol the use of an
identified asset for a period of time h excfange for consideration.
l.den{fied asset
An asset is q/picafly identified by being opliciUy specified in a contraci. Horever, an asset can
akoteidefitif,edby beir1g impliei$sper*fisd atfte timethat fre asset b made *uibbb tur uee
by the cuetomer.
Su0s{anfive subsfilulncn n?fits
Even if tn met ls spm'fied, the.Bank does not have the &ht to use an identified asset il at
incepdon of the contec{, a eupplkrr has the substantive right to a substituE the asset thrunghout
the pedd of uss (Le-, tla totel perM of time Urat an asset b used b tulfil a contract wlttr ttre Bank,
including the gum of eny non-coris€cutive perbds of time). A supplie/s right to subetitutre an asset
ts Eltbe*ar$te $*st bdr of $e bltilrdr,E condltons are met:
. The cupdkil h* the pr"adfrial ahfltry to €[rb6*ih*e altemative aeseb troqghotil the perfrd of

use (e.9, fite Bank camd prerler[ tha srpplbr fiom subatituting an asset and a]bmdive
assets are readily avaithble to the supplier or could be sourced by the supdier within a
reasonable period of time); and

i The supplta reuE bmefit soetonriry fiorn Ste ercafcbe of ts right ts sub€titrrb *re assa{
(i.e., the econonric bgtefrs esmcidcd with eubsfilning the asd b expected to exed $e
eoets msoeia*ed wilh subetihting the asse$.

The Bank's araluation of wheffrer a supplier's substihrtion right is subsbntive is based on hc{s and
ctrarm#ficasttineptionoilthccoif,iiot. AtiilolF,liofi(rfsceontseet,tfrcB.lrkdoc3notEolrsidcr
frrturB al€rils ffi are not flref b occur.
'F.#tttoofdainsrtb#nffiv ilcif ffieefrrwmk be@fltrtram we dthe i&tffiedas,pl-
To contnol the use of an identified asset, the Bank is required to have tfie right to obtain substantially.
a[ of the economic benefits fom use of the identifted asset throughor{ fte period of usE (e.S., by
havrng erctusive use of fie essotfirroughout tltat petud).

ltther assessirg u&e{her &e Baa& ha* Era dg&t to oOtah a$o*al.{ialf aS of tfie espgnb ffi
from lhe use of an assEt, the tsank considers the economb banefits that result fmm use of thq set
within Ote dafirled scope of the eusbmefs dsht b rse the asset. A rfiht that solefi proeects the
supplie/s anterest in the underlying ass€t (e.9., limits on the number of miles a customer cen drive
a suppfiels vehicle) does nct, in and of itsdf, prevent the Bank fiorn ottaining substanthlfry all of
fp amnon*; beo€fra fum use of *ro essd snd, *rrabre, are fld csrkbred wtten rc#U
w{lether the Bahk has the iight to obtain substantlally all of the economh benefils.

lf a contract requires the Bank to pay th€ sup,flier or andher party a portion of the cash flows
tlerived trom the use of an assetas consideratinn (e.9., a percentage of sales ftom ttre use of ratail
spa€e), those.cesh fiore ae eont*ter€d & be economic benefits trd the Bar* derh6 frsn the
use oftha aecet
Raalrtfo drrcd fhe us of thq rdentffied asf
The Bank has &e riCht,b dirgat ltre use of an ldentified a$s€t ttuouChout the pe{iod of use udren
either the'Banktrs $e right to dirodhs, and br what purpme the assat is used throughout the
pedod of uee. The Ba+* has tho ri1;ltt to dir,ect the use of an identified asset whenever it has the
rQht to direct hon, and for what purpose the asset is used throughout the peri'od of use (i.e., it can
chengie hffi sd &rtrffi purpoe Ule sset b tasd thr,u4fu* ffie pabd d uee). \Alhan evahtdtug
rrfiether the 8*d< has the dtfi to c*engg,hsw and for what plrpose the es€€d b us€d througfrout
the perittd ef use, lts fueus [E on ufte*pr tho Barrk has the decislon-rnakirg rights that wfll rpst
affi the economic benefits ffi will. be dedrred ftom the use of the asset. The decision+ndring
nshts grat are mosl relevant are likefi b depend on the n&rre of the assat and the tenns aod
condifions of tho oofltact.
5OL. O2 9'Xassfiano Hel&fo+1latur#v Frnancrbl Assets
TI*e&rd(Sllcuils&egiridarrcof P.AS39. F.inaruiadln&ununsrnryAkwandtrtessrpaeea[
in classi$ing non{erivative fnancialassets}yiith frxed or determinable paymenls andfi,,red maturig
as held-tomdurity. This classifcation requires s[nifrcant judgment ln making this judgmen( fte
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Bat* enraluabs ib inbnfim .nd abifity to ffid srrdr invesfrnents to mat rity otrrer than for the
a[mred specific cittsumstans - 6 dloued snder the ffiar&, br exarrab, selftng an
lmignifidart amount cle b rlreturity - it wilt bE rsquircd to rectassi$ the entire class to avaihble-
for-sale securities. ln such a case, lhe investments would, therefore, be rneasured at fair value, not
atamortized cost.

Howaaar, &e tair{hrg p{aviipn wie Eot spply if t,re sd€s or racbsEilbatlxt of fte[d-brnatrily
financial asets are so cfose to maturily or the financial assefs caf date lhat changes in the market
rate of interest nould not have a significant efiect on the financial asset's iair value; occur afler the
Bank trc otle@d substantia$ dt of fte tnancial assets origind prirt{ral throqgh scheduled
payrnents or prepaynents; or ere attributable to an isolated enrent ttat is b€yond the contrcr{ of tt}e
Asnk, is nonrecunirq aod HrH fi.[. hare boen raasonaHy an$o{@ by Ete Bank Th€
invdner*s rrcdd therefore be measured at fair vafue and not at amortized coet.

The Bank's held-to-matud$ finarrcial assets amounted to P39,221,G16 and 134,221,0i8 as of
December 31,2022 and 2021, rcepecttuefy, as dsc{csd Note ll.
5Of .O3 gehrr,ftFfihe Frerffirrs arld Csr#r?sencres
The Bank is cunently involvad in various logal proceedings. The eetimate of probaUe costs for th6
rcsc*ntion of tfiese cleims has been da# in consultatim wtth ortsire counsd handfi]rg the
Bank's derfunse in these matters and ls based upon an analysis of poffibl result. The Bank
cunenty does not believe ftat these proceedings wi[ have a material adverse efrect on its financjal
ffiiliun tt b porgifile, trcnvmr, tHtuU?eruEults of operations'codf E rffiiafly aftcbd by
changee in the eetirndes or in the efiectiveness of the atrate4ks relating to theee prmedings.
nAl .M Bedesninina Fair Yalq"of Fimnnial lnsfnunenfs
The Bank.las.r&q fngtcir{ aseob by a€luatiqg, among a0rars, urtdlrcr fte aseet b quoted or
not in an actlue market lnduded in the evaludion on vrh€fi1tr a finaraial asset is guoted in an
aet$ve market isthe deeernirHkm on whethsr quoted prices are readif and regutafi available, and
whether thosa prices repreeent actual and reguhrly occuning market transac{bns (xt an arm'a
'hr6ilh b*sis.

t\Ihere the fair value of financie[ assots and financk{ liabilitbs reeorded on the stetements of
finenciel position eannot be derived trom ac*lve rnarkets, these are determined using a variety of
valuation technq$eg ftat include the use of mathematical modeF. The input to these models was
taksn fron furusbfr n€r*Eti utfter Bos6it{e, h{ ufiere t[6 b rd ftgtittb, a degree of
iuOsentent brcguite<l in estaUistr&rg fah values. These esnirdes mey inc{ude wnsiderdisrs of
liquidrty. vddility, and corrdation.
5.01.ffi Determining Fat Vatue of Aquirgd Awts da ified as lnvesfrnent Pmnerties
The Bank determines the fair value of the acquired properties througih intamally or externally
genelEbd appaisat The appaised lralug b dstgrmined bsed on lhe cune't e@nomb and marftst
condfltom muefi mfie pfq6tudoonditbn sftlrc propsrlit]s.

fie fair value of investrnent properties is dbclosad in lt|ofia 15.

5.01.06 Determinins Asset lmpairment
The Bank pofforms an impainnent review urhen certain impainnent indicators are present.
Dets?flining thefahvalue of bank premises, fumihre, frrtules and equiprnent, iwesfrnents, mets
M far *snd.htengilre e6s€ts, wl*:h rs<1u*ttrs d#rnkdlrn dfuturc caohffcnre €rryEbd
to b6 generated ftom the continued use and ultimate disposition of such,assets, reWfes the Be{t'
to make oetknates and assumdione that can materiafiy affec{ tho financlal statemenB. Future
events oukl cause the Bank to conclude that property ard equipment invesfrnents and intangible
asseb associatEd wih an quired bminess is impaired. Arry resulting impairment lo6s could ha\re
I n*rta$a&reBo irnpe€{ on ftefmeneieleondftion and rect*s doperations. The prepsrdon of
the estimatcd ftrture cash flows involves slgnificant judgment and estimations. While the Bank
be{i*es that ils assttrnptbns are appropiaie and reasonabb, significant changes in the
assrnptionsmay rnaterhlfy afrcttire msessrnent of reeverablevafues and may lead to future
additional impairment charges under generally accepted accounting principles in the Philippines.

ln both yeara, Management determined that there wae e indication of impinnent thd ooounad on
iE irwdnent properties.

5.Oil l(eySourcc of Edimslion Uncartelnty
5.02.O1 lnaainnent Lossps w Finarcial A ts (LoansReceivable aN Hel*to-Maturitv
EmancralAssefs)
The Bank revieus ib loans and dher receivabla and heH-b-rnatudty investment portfolbs to
astscss irnpairmsnt d lc*t m e Smtsdy bads. ln &tcrfltinirlg trdtc,ftcr an ilnprimrcrd bss slprrH
te rccorded ln thestaternent of csrnprenendve irrome, tre Bank nd<esiudgfiEnts *b whefter
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,6.

there i6 any observable data indicating that ttere is a measurable decrease in thc estirnabd future
cdr tu$rs frorn.the portblb. The evitene may include obeelable dda indicatirq thd therc haa
been an adverse change in the payment status of bonorers or issuErs in a group, or ndional or
localeconombcondlirned Ontconehte with defaults on assets withcredit riskcharacte*sticeand
obisclirrs w*hncE of impainnartsimiEr to tro6e in $c portro[o when s$etludirg k futurc ceth
fctrr{s.

The mcthodology and assumplions usd foreslimating.bo8r the amountand tlming of future cash
flons are revieined reguhrly to rcdue any difierenes beturcen loss estimates and ac'tual lose
experiBnca.

T?E W Errir* cartain fuembl ass€*s d ft& vahe, utrbh raquires ttrc sdensive use of
aocounting eslirnEbs ard idgmeot Significant componeoB of fair value m€asurement uere
determirnd usittg wrffiabb obFctlve evidenca such as foreign excfiange mtes, interest rates,
voldity rateE. Flsever, the amount of changes in fiair value would diftr if the Bank utilized
diffErent valuation msttlods and assumptinns. Any change in fair value of these financhl assets
ard liabililhs rmdd atuct profr ard b€s, anil 6$rfy. As of Deoember 31,?:922 sd 2021, the
management be$eves tnt Sre allownnoe prwirld by the Bank b suffcient to caner BSP
rqJreru'r$s.

As of December 31 , W2 and 20E1 , bens end otlrer reeivablss arnounEd b P+24,183,846 and
?399,950,121, reepaA*t€r, net d dlarene fo{ er€dit bs€8, eo disclos€d in }.lob 12. Hel&to-
matudty finffiid asseb amountsd to ?39,22r,036 anrdffi,221,938, rcspectively, as disclosed in
t'|e11.
5.02..02 Eslrmq.f,no Usetu tAra.S ofls.se-,ts
The Bank eetimates thc use'fi.r| lives of bank premises, fumiture; fixtures ard equipment and
invectrnent popcdies bmd on the period onr ufiici the 6sets are oeected b be avaihbb fur
use. The eslirnale usefirl lives of bank premises, fumiture, ft<tures and equipment and investment
Fmnadies ararEvh$,ed Feri{:dhafiyadam ughad if epeAa&msdlfufrorn prevkxse$irndee
due to physical vuear and bar, technical or commercial obsolescence and legd or other fimits on
the use of the assets. ln addilion, etimationof the useful lives of bank prarises, furniture, fixtures
and equipment and investrnent popertbs is based on collectve assessment of industy practice,
intemal bchniel evaluatirn and experiene wfth sirnilar asets. lt b poes$le, hovvever, that future
reeuEaoperdiona could be rn#ie$y #ebd ry clnngos !n etiraateo brogtr e* hy cfwlgeo
in factors aRd circumstances. A rduciion in the Estimded usefrrl livar of bank pr6mis€s, fumiture,
fixturos and equipmenl and invesfffienl prop6rties would increme l€corded opefding expBrrsss
and decrese non-cunefit a$ets.

Ths Bar* llre !e* pmnrbos, **niem, fuAllc snd,66&*rrstt sffid t ca.tt*ry Ehre €#
tt$018'218 and 7,715,118 as of December 31,2022 a+rd2021, recpeethreS, m disclosed h
Ne 13. lnyesfinent proBer0es arnunbd b 72S,139,076 ard ?25,302,2ffi * of Dscecnber 31,
2V212aftd 2021, respecttuety, as disclosed in lHe 15.
5.02.03 Determinino A fit lmmiment
fiE Agnft pftnm an irrqairflrgrfi rerriar rttrsn ertain irnpafirrrtrt indicabrs are presmt
Delermining the fair yahre of bank prernlses, furnlUre, fxturee and equipment, inveetsnenB, assets
ffi fur sdB xrrl b**Efilb ast*, xdlhh HSrtE tre determindict ef tthre cash flors eedaO
to.bogonoreted fom the cor{inuod lse ar,rd u[isr&dispcfrlm of such assets, reqrrirse the Bank
to mEkeeslkffi ard mumptionc that oan mabria[y sfiect the fimncbl statsrnenb. Future
eventscouB carsetre Berkto condudethd Fsperty and equipment, inv*:8nenB and inklgibb
ass€ts associrted wifit an acguircd hninsss b impaircd. Any resufring irnpaitmant loss couH hare
a mab*hladarse ims{ onthe*lmirlsmd€on sdrEsll}EdopreOms the nrepardion d
the.esiimdd future cash frffi inuolree signiilicer'rt iu@trnent md estitrdbns. l,l,hile the Eank
telieve U.rd itg asstmpdone are SpnryrtBE and remnabb, stgnificant dtarQps in fte
ass{r}np{bns [neil nraterhlly aftot tte aesessment of recoverabb values and may lead to future
additional impainnenl charges under generafly acoept€d aocountifig prirrciples in the Philippines.

t{anagotna{ has deb{mimd thd t}e e[*'s preo*res, fumitklre, f,xtums ard equf,pEr€nt, se -rrct

irnpaig, tlefiee, rc impairnrcr* lee wcre rcrsgrrteO in Uh ZAXZ dtd 2(P1. Hmmrcr, the
menagemffrt assessed thet c€rtain hnd under hvestnent properties is impailed. Thns, the Bank
racognizodan itttpairmsntbss amounlingb fi!06,W,fiz0n *d2@1, asdiscbsed in NaE 15-
n[SX t*n#Emlrf OEJEeTfilEg ffi) FOUCEA
G.0l Geilerd f,flsk trnqemerfr Principlec
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The tsank's financial insfiumenb comprise cash, held-t+nnturig ftrancial assets, bam and,
reeivabk, o{her ass€ts, and other finamial liaHiliessuch as dryit liabili0e6s bills payatrh atd
offier liabiffiies to finane tfie BanKs operations.

'ttu hfnr@ ffi summaiiac fta canytug amuntotfinarcial ass* and lbbilffies rcerdad by
csMory:

Notes 2OgZ 2421

Gashsddrgr.castriHns 8 I t7,0ZlP55P 17,330,053
Due from Bangko Sentral ng Pilipinas I {2,7T1$f5 12,923,985
Due fom other banks 10 100,359,f05 125,8fi.223
.Heff-to-maturigfinancialassets 11 39121,036 U,221,O%
Loarc and other receivablm- net 12 424,{83,816 399,950,121
Other assets* 16 7,557,3{9 6,847,000

p' mt.,t?1,6s6 r 5gg,,l 22,419
Financial liabitities at amortlzed cost:
Depostt'tiabtffiies
Other liabilities*

17 P4eI,98t,IE0?443,518,468
19 15,137,279 5,465,800

and net of affowance fur creff firsses afirounting to n,6fi,274 and 71,938,725 in 2022 and

rterc*@r nm#rare# ffi !',o8r*lg /fu.fr.rir7,3ta s,.n?$Wffi * d W 37, Mz sfr
2@1,.W.

Q.O|.A1 Creelit Rlsk,and Coneenf.at&,n qf Asxts aN Liabffiies and Off&alanee Sheet
lbms
Credit riEk is the risk to eamirqs orcryiEd aismg ffi a counterpartyfailure to perbnn
and meed the terms of its contrad with the Bank subjecting the latter to a financial loss.
Credit rlsk rney hst br the antke bnor *td rmy approxine b the fult ansmt d a
trangactioR and in some cases may exceed the oririnal princhal exposure.

Credit risk inherent in the lending activities and the Bank man4es it in accordance ryith
a credit risk rnanagement frameuork fiat spars for identification, measurement, control,
monitutng and reportirg.

To manage credrt risk, the Bank conducts qedrt investigation and background checking
and trlole written manuals and procedurcs for loan disbursements, monitoring and
cdledioft. Policies of loan dtr/ersificdton lile maxinrum loan size, tp€s of loans, loan
sfuctures are instituted to avoid conoentration in a particular sector or area to lessen
porlfolio risk.

ffe Managsrmrf clocety rnonitors tfn oterdt credit operdions and acts onthe idenfifad
existing and potential risks appropriatef for reporting during regular meetings of the BOD.
6.01.t2 Maximum Exmsurc to Crcdit Risk beforc Collatenl Heb or Orher Credit
Enipnc?ments
An analysis of the maximum exp@Jre to cedit risk relating to on-bahnce sheet assets without
bftirU ilb aocount ol any odabrd hcld or olfur credit enffi is strtnrfi ffiv:

Ndtes mzl 2021

Due from Banko Sentral ng Pilipinas
Due frorrr atfnr hantcs
Held-to-maturity fi na ncial assets
Loa,ns and other reeivaHes*
Other assets**

I
t0
11

12
16

? 12,777,275 ?
rcqfi&,tffi

39,221,036
499,787,7G2

r0,213,5S

12,923,S5
12s,86Q,,?p&
34,221,036

468,043,870
8,785,725
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*grcssaf allowanefarcreditbsses amountingto?75,N3,916 andftt8,093,740 asof December31,2022oN'
2021, rcqpE,f,tuery, a,dnetof u,7€,nulizedtlistr,wtofP4366j69 andfr"574,571asof .D€trfitp.r$, mz
and 202l, reqp,ecf,vely.

*ex4,t&tg reo,l{harnw assats dmour?&?g to 2$,W af, '26&M as d Deenfiar 31 , 2(82 aN 2t21 ,

elpaffiy" a#gw of dowana rbclD,ffiesss uruiltry b 2,6 274 drrd ?1,$E,725 h, *2 ar?d
2tzl, aryc'liwly.

Vttere ffi instruments ara recorded # filr yet e, ttra arnounts reprcsent tre cufTent credit
riskerpreurebutnotthe maxtmum riskexpreurefiat could arise infiefrrture asa resultof changes
inmh*.

Concentrations arise whan a nurnbsr of counbrparties are engag€d in simih brcin€Bs acthtities,
orartkl0es inttp sana gpgmpfibregion mhave simikremnomb haturas thdwld cawe
tt€*r drafity to m€d oontrectual obligdione to be s*nilady afieded by cftangpe in ecoflomic, polflfual
ors&ar.aoadHans. Gmert@r in{c#,&e 6Hiu6 sessilin.i$d.S6 enkS Be$maoee
Aevdopme[S aftcdng a parthuh indusffy or geographic locdion.

class of finarrcial a$ets as of December 31,

2fi22
'Due nor

lmpaired
bnt ri'd

lmpaircd lmpaired Total
Gash and o$,ter:cash iHr+s
Due from Bangko Sentral ng
Pilipinas

Due frorn other banks
H st&fo'-matu{ity financiat

assets
Loans and other receivables*
Other asgetg""

17,O23,S55

12,777,275
100,359,105

7,55-r,3 2.656.274

17,023,055

12,777,275
100,359,105

39,n1,036
4W,787,762
10.213.593

s

39,221,036
33 1,820, 924 147,462,227 20,5c/,61 1

.?.t21

Neither
Due nor Past Due,bt*

lmpaired not tmpaired _ ]mpaired Tstal
Cash and other cash items 17,330,053
Due frorn Bangko Sentral ng
Pilipinas 12,923.985

Due ftom offrer bants 128,850,223
Held-to*rfl atu tity fi nancial
€rgscts W,2?1,0m

Loans afld other receivables* 304,133,qO4
OtherffigHi 6,847,000

151 ,g43,33; 12,066 ,72;
1.938,725

17,330,053

12,923,985
1m"850,23

u,227,03S
468;S43,870

9.795"725

101

assets anau nting b t263, 3W, aN gross of allowan oe fo r qeefif losss of ?1,*18,725,

Neither past due nor impaired cash on hand and in banks are urcr,king capltd csh fufld pleecd;
inveebd, or d€posited in local banks belonglng b the bp ten (10) banks in th€ Phillppines in terms
of resources and profthbility. Other neither past due nor impgired accounts are loans and other
recoivSlas and investment securtias wtrich have a very remole likelihood of default and have
cstsi$m& or(ffiiN good ryin$ habi$.

Past due bd not impaired bans and rccaivaUes and inveetnent Becuriti,es are loans and
receiuabbr and inveofinen( sectritiee whare contractual itttorest or princigal payments ale paot
due buttheAank believes that impinnont is not approgiate on the basb of the level of collaleral
avuihbb orrEtusof coftgcition of arnountr owud to fta ffir.

1
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Loens wtth nsgotiatd Grms are hans that have been res(ructured due to deterioration in.the
bonore/s finarcial polrition. In rcspect dsome of these bans, the Bar* ttas nmde ooncessions
thd it unonE notofirenrdse consider.

lmpirdloans and receivablcs andinistrantseculfis arc loans ard raccivabtes andinvesftnent
securities fur vvhich the Bank determines fiat it is probable that it will be unable b colleEt all principal
srtd intetest due Eal so the mnlrctrd tar,rws o{ fie pornissory notes and secudlies agni€nnrG.
,Loans sd recehables ttat have been prouided sith t00%.dloance br credit.losses ard $os6
under litigation are considered impaired.

The Bank hokls colhteral against loans receivables in the form of real Estate and chattel mortgag€s,
and dep*llt hold orda arcr aseets.
6,41.M&inor'rlelvsis
tui aSing analysts of the8anKs grws barts and other Gceivables as of Decamber 31, 2O22 and

6.01.05 Measuroment of Allowance for Credit Losses
Banks rlitt eradft oparCiom f* nny d econornftSy ju$ e nrore sophislicded loan loos
€stimdaon m€&odology or rrhere ptecti'ces bll short of erpected stendards shall, d e minirnum be
sntiocf to thc fdloring guittelinas:
lrdividmlly Assessed Loalp andOther Crodit Expooures
1. Loans and o&er credfl exposuree wi0r unpaild prinripal and/or intarest sha[ be cbssifed and

proyiftd wift allomance frr crsdit fuvw (AeL) bas€d cl tlu nurrber of dq6e of rnissed
Fyrnents,cffiurs;
Fo msearcd bans ard other onditexomnes:

Itto, of days unpaidltuiltr
missed paymenB Classification

ilffinimum
ACL Stage

31 - 00 days
91 - 12O days
121 - 180 days

181 days and over

Substa ndard {underrerfonni ng )
Substandard ( non*perfonn ing)

Doubtful
Loss

lAoh
25o/o

5Ao/o

100%

2
3
3
3

F, of sg*rfed lqqns aIr{qffteJ, gfe{i-t_e)<pos u res :

Ho, of days unpaidrrrrith
IrrHad psyraorlE

llilinimum
AGL etaffi

31 - g0 drys* StM (unlerBerfurnlqr) 10% 2
91 - 18O days* Substandard (non-performing) fi% 3
181-365days Sub$andard(non-rer,forming) 25% 3

Orrera year-S years .Doubtfrd 50% 3
Over 5 years Loss 100sr6 3

nilwt tllen is innninertt poMilf of foracirsera arrd expadalior of /bss, ACI dwtl be inclc,asr'd b 16

Prostrbd, th*nfiere the rydl*y of pfry*:td 0o$EErdgorfu*niatgur*$aesmrirqrthobane
andaduances arcdetermlnedtobeinetfficient, weak orwt0tottt,reovemblevalues, sucft irms
and advancee shaf, be feded as if f,rese are unseeured.
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Gurentatrosnts ? Silt&,S24? *,rat,80O
Past due accounts:

1 - 30 days pastdue 50,2J#,731 16,159;107
31-9o.dayspastdue 9,46q/69 37,249,331
91 - 180 days past due 8,009,093 16,245,9Os
orer 18O days past due 9O,233,555 94,255,723
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HOTES TO FIItAHCtiAL STATEilENTS
DECETBER 37, 2A22AflD ?,l21
ln Philippine Peso

2, Loang accstffi
wlth ACL

Especially mentioned
Subsra*ndard - secured

Substandard - urlsecured
Douffifttt

Loss

,PA
lOYo

25Yo

50%
1O0o/o

2
2or3
2or3

3
3

4tr. as last trtro
{2) ir$erne{ credil reryBnts whft$ }rare Seen conlinuwsf rcnatycd/e*erdcd utthorrt rc&rction
in principel and is nd h prooess of collection, shall be downgraded b "Doubfful' classifrcation
and prwitlsd wtth a fifiy percent (50p/6) albnance for credit bsses.

4. Loans and otlter credit accommodatbns under litigrdion which have been classifed as ?assl'
prior to the lfltgletion prooess M'be etassffied as "Sut6tandard" ard provided wi8l twenry-ftre
p@rrt (2S6) #marrceftr tradil foss€s.

5. Loans and othcr eedil accommoffiions M rvena prevkrusly chssified as 'Pass" but were
subeequenty lestrnctred shalt have a minimum chssification of EM and provided with a five
percerf (5%) afiowance fur credit losses, except br loans whicfr ara consk ercd non+isk under
existinglaws, rules and rquEtioils.

6. Chssifed Mts ard otrrer crefft mconrrpdations ftd ryere s6sequenty ,efircilurpd shail
r€{ain fteir c-lassrrficat[on and pmvisiodng unffi the brcnmr has sufnien$y erdribitad trat tr6
ban will be tul[ rcpaid.

Collectivdy Assessed Loans md OUs Crodit Expoaure
1. Cunent 'Pass' loans and o$er qedit accommodations should be provkled with a reasonable

level of collec,tive afiormnca, rcing historical loes expedence adjusted for cunentconditiorc.

2. Loans and other credit exposures with unpaid principal and/ or intercst sha$.be ebesified ald
provided wttrr ACL basad on the numberof days of missed p6yrr6nts, s folllxrs:
For unsecrred bans and other credit exoosures:
I{o. of days $npaid rift missed

pryments* Classificfrion
tltinimum

ACL Stage

s1 -* j';if"fficturing
6t - 9O days

9t dqys and overlzd restructuiing

Especially Mentioned
Substandard

Doubtful
Loss

2o/o

25iP/o

@%
100%

2
2or3

?r,
3

*PAR fu micrcfrnane loans

I{o. of days unpaidrwith
mls,sed paytnentsr Other types

of collateral
by

Glasslfication estate Stase

31 - 90 days

91 - 1rudays
127 - e60 days

361 days-Syears
Over 5 years

Sribshndarl
(underperforming)

Substandard
(norl.perfonrrmg)

Doubffr^d
Loss
Loss

10

25
50
100
100

10 2

3
3
3
3

15
?fi
50
f00

Prodded, .that $tfrere the Srdity of physical collatards or financial guaranbes securing
the loans and advances is deGrmined to be insufficient, weak or without recoverable
values, such loars and advances shall be treated as if these are unsecured.

6.02 LQuirlity Rislc
Lkluldity dsk is &e risk fiat fie Bank will be unaue to meet its payment obligatiwrs whe* fiey tri
dueurdernormri ardgbess ctrcumstarr$.ThBanfs o$etdfveistomaintdin a balance betreen
mtltinuity of furx$ng and flexbility thrordrtha usa d generabd funde. The Bd manages thls risk
through periodic monitoring of cash fiouls in consklerathn of firture payment due dates and daily
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hss the liabili$ is

As of DccErnbcr 31, 2022 and 2021 , minimum liquidity ratio of the Bank is 43.45% and t4.64%,
respe ery.

earliest
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RURAL BAI|K OF BAGABAG (ilt/.), tNC.
}IOTES TO FINANCIAL STATEMENiB
PEGEttffiR 31, 1offn AI,ID eOgr
ln Phtlippino Peeo

the tabh heloweummarizc$ rneturlty profib of the Bark'g financial assete and lidblllfies as of De6cmbe131, ?022 baeed on un{is@unted contractual

Year but Not
Dur Withln r lf,oro Tfi.n 5 Due Boyom

,,,. .. .QnDenrlnd- _ _ Yaar . YeaF tl_Yoara.. total

tinaftcial epSpj.s;
Cash and other Cash items
Due from Banko $entral ng Pilipinas
Due from other banks
Held-to-maturity fi nancial as$ets
Loans and other receivables*
Other asset$t*

17,A23,0$6
1?.,777,,275

100,359,105

180,n 1,8$4
10,213,593

7,000,000
99,503,092

19,m0,0Q0
163,003,203

14,221,036
$7,009,613

17,023,055
12,777,275

100,359,105
39,221,036

499,797,762
10,213,593

lr

320,644,882 106,503,092 t8l,@3n203 71,?30,649 679,$81,826
*groso df dlouance fprcvedltlosso$ amountiftg to ?75,N3,916 Nd ncr'-ot wqanlind dwunt o1ft,366,169.
$oxdudirtg m*fuw1dal assetf arflolrlrliing h n08,564, ard gross of albrvane for credr( IOrses d n,Afi,274.

Financial Llabilities:
Depositliabilities 339.ffi8,801 83,104,796 1,008,183 423,981,700
O-ther.liabiti,ties# . 6,740,1W, .1,487,098, 5,631,824 __U73,3!9___lEEZa!9_

3f6,608,900 94,591 ,774 0,q39,987 1,?18,249 439r{ {8r9t9
n* exclu di ng not n.,fi na nCiai

-amioinf insT;FillTIiIl:
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RURAL BANK OF BAGAtsAG (N.V.l, tNC.
}IOTES TO FINAI'ICIAL STATEiIENiS
DECEMBER 31, 2022A}ID 2b2I
ln Phllippine Pceo

The table helow $ummhrlzee matudty profile df the Bank's finarrcial assets and llabllities as of December 3L, 2021 based on undigcounted contraotual

Yaartut Not
MoreThan 5 Due Boyond 5

On Dernand Due Wfrin 1 Yoar_ ___Yeqfq- __ , Years ,, Total

Finar,rcial e$sgtS:
Cash end other cash items 17,330,0$3

Due from B$P
Due from other banks
Held-to-maturity fi nandial assets
Lgans and other receivables*

12,923,9S5
26,950.2?31

F

+r

Gaa,.

9,221 ,036
47,W7,780

17,330,053

12,92e,995
126,85A,223

,036
175,371"2W

7,000,000 19,000,000
103,410,684 142,254,122

1

assefs amaunting to 300, and of allowancr far credlt losses ,998,725,

1

of for
nan-financial

1

330,640,793 101 ,471,965 P,40S,71A 4Hi3,518,468

345,106,593 101,471,965 2,405,710 448,984,268
*r* exduding ion-fr nanCiat liaoititiCs Eimointing to 7ii18,r46:

67



ftUR/AL BAlll( OF BAGABAG (N.V.), lilC,
lloTEs T0 FrilAilcrAL sTATErElrTs
DECEmBER 31,2022 ArD 2021
,hl Phil*mlneeilo

0.03 [tarl€trbk
Maftet risk b the potential loss that rnay arise ftom decrease in eamings due to declina in pbe
or prasent value of csh fionYs of a firwtciat insfrument. The r/ahre of the financiat instruments rnay
change as a rcult of changes in interest rdes, breQn exchange rates and other martet changes,
Aa of Ehernber 3 1 , zrE aild 2@1, , tre B** tr6 not engroEd irl tfiarrrE finatx*{ irntnmrnta.

lnvestnent, asset and lirability portiolios are affecled by marked risks becausethe revenr,res dErived
fiom tte ac{ivitliss sudras interestinmmeandexpense are sensilive bdmnges in intercst

Tne EartkhoeErnarhtrisk iutleftxmdirtorsd rde rislt andannercyriEt. tHt*riskrrcddbo
controlhd in a monlhly risk contml and compliance which func[ions indopend€nry fiorn tte
banking units.
6:03.0'l lntercst Rate Risk
lnterest rate risk is the risk b the eaming or capital resulting fom adverse morements in the
e*elwt nebs. TtrB H( do@ nronibrc $ie mc,'cfii€rfis of hGFcst lutss in tho marke{ ffd
revievw ite a6sot and liability structuro to ensurg that exposur€s to fluctuationsininterest rates aI6
kept uith,irr @ timils. The B**'s arlpsufies to interest rafres on financial assets and
financial liabilitbs ale detailed in the liquidi$ risk managernent saction of this note.

The Batrk ffioffis I pndent Bol@ on managingfrs ass€B and ltrbiHbsso as b ensure $at
exposure b fiuctuations in intenst rates are keptwithin accep$le lirnits. The Bank is not exposed
b hffirt & risk gince !ts tusrlalseeb ad finapisl liablffiiee ttmr.e firred r&s,
6J4Oparalton lRlskr
Operational riskB h€riskddirmtor irdirw'tbss arisingfiomawidevariety of cases associabd
rriBl the Bank's invohprnent wisl finaoeial instrumenB, inckrd[ng proc6s€s, personnel, technology
and infrastructlre, and ftom legal and regulatory requiremenB and generally accepted standards
of corpos#betlel*xr.

The Bank's oqodf{e is to manage operatlonal risk so as to bahnce the avoidance of financbl
hsscs and damege to the Banfa raputation with ovara*eost efiectiveness and to anoid contrd
procedures that restrict initiative and creativity.

Ctrnpliance wihI'a*sffisis'supporledtyeprcgrammeof periodbreriers undertaken by
lnbrnal Audit. The results of lnternal Audit reuiews are dLscus,s6d wlth the man4ement of the
hEipq$ q,rtitta whictr they re.hte, wtttr summari,ee submitted b &e Audit Cornmittee and senior
management ofthe Bank.
FAm Vtil.tE ff FfftAI€t ,t ASS,ET3 AfE LIAELITIES
The table presents a comparison cetegory of amounts and estimate fair

Arcild
(Una{justed)

2A22

ices in Active
fficta

Signtficant
Observahle

hrprfir
(Level 2)

Sigrnificant
Unohserva
blr tftputs
(Level 3)(Lsvel 1) T-otel

ASETS

HelGto-nidurfty
financiat assetB

,Lmnard#cr
f€oehrabbs-"f,et

39,221,036

tzt.{.83.8i46

39,221,036

424.18i:I.846

39,22',t,036

424 183 8'44

463,404,882 463,ff)4,882 463,404,882

Deoosi't lklbilities 423.981.700 4i&,g8t,trm #m,$8{,7@

ASSETS

l+fd-bF{naturity
financial assets y,21,036

68

u221,036 u,227,036

I



RURAL'BANK OF BAG BTAG {X.V.}, t}8.
l|arEs ro FI]rAilGtAL STATETEilTS
DECEHBER 31,2A22 AtrlD 2A21
Islffilnehs

Loans and other
reqeivables-net. .39q,959,1.21 -399,950,121 * 3.-9,950,121

434, 171,157 4:U,171,157 4U,171,157

LIABILITIES

liabilities

f;air values due to the
rda{vely short-lern r*ritbs sf &pea fuiancid assets ard lidrifi0es.
Loans adother rcoeivables
Fair valuee of loans and receivaHes are estimated using the discounted cash flow methodology,
using the Badk's cunent incremental lending raEs for similar types of loans and receivables.
Mt ltafriifflies aN Bire" mfable,
Fair valuee ars Gtimabd using the discotmbd c*h flur methodology using tfie inmrnerilal
bormiling res hrsimilarbonovuings vvith maturtlbs consistentwilh *rcerernainingliabilitybelng
ualued.
FairValue HierucW
ln accordance with PFRS 13, the hir value of financial assets and liabiliti{t€ and non-financial
assets which are measured d fair value on a recuning or non-recuning basis and Ulose assets
and lht**hE nstmeasured et fair vsfue butfu rifiieh fa* valuels digebsed in mcsrdarcewith
o{tler relevant PFRS, are categCIrlz€d intothfeelcnr€ls based on the s(pificance €f inpuE used b
measure the fair valp. Ths fdr vahre hlerarchy has tha blbuuing levels:

Level 1: quoled prices (unadjusted) in active mad<eb for identical assets or liabilities lhat an entity can access
atthe mffirFenocr*d*;

Level 2: inpuB olher lhan quoted pdces included within Level 'l that aro observable for lhe ass€t or liability,
eilfrrdireedy (i.o., ae tric6) or indiBclt, (i e., derirod fiom prie6s); arld

Lwd 3: inpuls for the assel or tiabflity that are not based on obs€rvable mfiet dda (unobssrvabb lnpu$).

The ftavel within wfrich the asset or liabilig is clessified is determined based on the lowest bvEl of
siy*m *ry*,b gE ft*r vaftre ricmur€wnnt

For purpces of detemining fie rnarket value at Level 1, a rnarket B ragard€d a active if quoted
pricee are readi$ anel regularff avaihtrb fiorn an exchange, dealer, broker, industry gru.lp, prrclng
service, or regulatory agency, and those prices represent ac{ual and reguhrly occuning market
k*rsactb{rs on an'arm's hrq&r hilr
For financial assets wilh f;ah values includod h Lanel 1, managernent consklers thatthe canying
amour# of thm short-term finaneial insfruments approximate their fuir values.

Ttere trert neither ffirshrB bcttffi La€b t *rd 2 ihstnmefl$ ln both rears.

When the Bank uses valuation teehniquq it rnaxirnizee the use of observable rnad<et dda u&ere
it is analHb and rely as littts as possible on entity specific estimates. lf all significant inputs
required to determine the fair value of an instrurnent are observable, the instrument is included in
Lov€t 2. Ahsrfris, it is inc*dcd in L6r6l 3.
Fair Value Nleasurement W Non-frnancial Assets
The hirva[re of the BanlCs krdand buiHirgc]asEiHur&r tnvestnentPrcpsties arcourd" at
disolos€d in Note 15, is determined on lhe basis of the apprahals prbrmad by an appralser with
appropiate qualifications and recent experience in the valuatbn of similar properties in the
televsnt locetbns. To some el(Ent, the valuation process was conducGd by the appnaiser in
discussion uilh the Bank's managernent with respect to the debrmination of the inputs such as
the size, qe, and condition of tne.nnd ard hdEf6s, ard tre csnpsr# picae in srs
conesponding property location.

The Hank caried out a revierr of the recoverable amounts of ib investment properties. The Bank
has determined that there is an indication that an impairmenl loss has occuned on its irrvestnent
pqertieo. Tho feir value of inrmtner{ propartiee es of Decarnba 31 , 2W and 20Af amounEd
to t87,259,118 and ?58,710,210, respectively, is cunently categorized wilhin Level 2. ln
estimating lhe hir vdue of thes propertbs, management tales into a@ount the market
particlpanfs ability to generate econqnic benefits by usrng the assets in their highest and best
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"RURAL 
BATiIK OF "BAGAUG (I*.V.}, IilC.

T".{PTE.?TQHttrAilCNLSTATETEI{TS
DECETBER 31,2022 AttD al21
In tr'm

s,

qse. T}Erg has beer no change b the raluation Echnigues used by $e Bank dudng the year for
ils non-fnancial ass€ts.
CASH AItr' OT}IER CASH TTEffi'
This account is composed of fie bHowing:

38i12 ffizr

Gash on hand p 72,81471N2 ? 13,290,405
ChEcks and other c*h items _4,179,913 .," {,0"99,9f8

? ffEfffi ? f7,3:ffi,053
Checks and other cash items pertain to checks awaiting for deposit.

TXE Fffi B*T*GI(O {ET*TR*L .IB Pf;tFfi*TS
2AZ2 2421

10,

?
a $rith the Bangko ng Pilipinas

as a regular current account as BSP checks for drawings against sncft @osit shall be limited to
settbment of obllgatiom wtth th€ BSP ard wtlhdrarals to meet cash requirements.
DUE FROH OTHER BANKS

20,a2 2ci21

Producers Bank
Banco De Oro
FbBank
PhilhftneHaffiBa*
United Cmnut Planters Bank
Land Bank of the Philippines
China Banking CorpraUon
Rizal Commercial Banking Corporatbn
[efsB**gdTrdCo.
Agribank
Allied Banking Corp.
Eastrruet Bank
Bank of the Philippine lslands
@BffiftofftsPttll*pelrm
GM BENK

Rrrral Bank of San [Aateo (lsa-) Irrc-
Conrmon Wealth Ruml Bank
Rural Bank of Solano

P 26,931,723
t5,t$9,8t2

27,813,651
3,081,162

1A,A24,209
15,667,437
32,M1,313
3,278,651
6,171 ,471
4,681,560
7,522,831
1,630,000
2,381,875

7U,5A3
2,565,517
7,W,7,363
1,000,000
6,7U,916

128,904
271,460

P

lo,lo8,ls
E"85aA8
7;s758r3
5,7W,576
5,S82t g4t
1,T11,416
dt?ryls
3,000,000
2,444A19
1,885,{05
1,m5,8X2
*,sH4fB7
1,000,(Nl0

397JSa
358,52{
mt,7212

7,1

p 100.359,105 ? 126,850,273

emountd b frn73* snd ?320"554 br the years ended Deoer$er 91,2M2 gnd 2021,
respGclin€ty.

Du€ from other banks comprise of savings and tirne deposits having interest rate of 1% lo 4.25%
kl20*gtdAeH.
IIEL{}TO{A:IUR|TY FOtA*Cltil- ASSE:r,s

&rnuer Particulans Yb|d Reb Face Value Book Value

RTB
RTB
RTB
RTB
RTB
RTB

LBP
LBP
RTB
PNB
BPI
BPI

3.500ry6
2.37W/n
4.6frWo
3.zffiO%
3.5ffi6
237fiola

0912012016
03ffit2f,tr^.1
tzttztTtz,
o8,t15na13
ffin&rc1s
a3/0pf2s21

agrzana28
o3/09{e024
06,tg,zt2vzl
wn5na23
ogEg,m6
0ff/p,t2024

10,tm,{x}0
5,000,m0
5,(X)O,(m
2,000,(p0
5,(m,om

10,(x)0,000

10,m,000
5,mo,ffio
5,(X)O,000
2,000,000
5,000,0(x)

,0,(x)0,c[}0
MBT RTB 5.8750% AAA1[2A12 03/01/20:!2 1,1@,9€X! 1,1@,993
MBT fiTB 5.675% g3fiEr20t2 {Et}1r2O32 1,111,0{3 1,111,il3
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RUHAT BAt{t( OF BAGABAG f*V.}, H{C.
il€}TES TO FIil*T{€}At $TATEilIE}*TS
DECEilBER 3T, frA2AilD ?p/21
hffi;Pffis

12.

'lssu€r Parttxlars
Yieild
Rab 'lseued ltllaturity Face Velue Book Value

LBP RTB 2.3750% 03$9nO21 03fi5n424 10,000,000 10,000,000
LBP RTB 3.5txp% Ognofitot8 WDAfzgA 5,000,{m 5,mCI,frn
PNB RTB 3.25000,6 A8n52At3 A8n5P:gZ3 2,(x)0,mo 2,000,0fi)
BPt RTB 3.5000% 091202016 A9EODO26 5,000,000 5,0m,000
BPt RTB 2.3750% 03/m*&0e1 $rcC/2m4 10,09),{pg 10,frp,000
MBT RTB 5.8759o 0'tl08,lm12 Otn3m32 1,111,043 1,111,043

. MBT RTB, 5.875% 01l[3/.2012 01032032 1.10s,- 3 _ 1,1@,999

'BahrceetJaruary{ t 8{,23ftr36 ? 18,221,036
Addrliond S,{m,@o 20,000,000
M*rtndredeemel&ringthqyqar - (a,@0;000)

Eaft*m. DecE nb631 i S*,mt.ffF f 3{,221,0S
The Benk eeeeecoo at each financiil reponing dale urhdher there is an indicdion that an
l*fdmfl! nry be EnEdEd # bc{**ra tM ffre ! b no sldr irdhdien * of Esmber ?1,
2022drd2021.

l,Io firydrmentwas recognized as of aruilbrthe years ended December $,ZA22 and 2021.

lnhpd oard snosiled b ?6?3,306 $d?tr,232,308 fur ffr ycar endsd Dccanbcr gt, ?Wz
and 2021, respectively.
LOAilS AilI, OTHER RECETVABLES - fiet

Cunent loane
Pffit due loans
Underliligrdbn

? 335,S21,955 p
165,819,964

1;til,tr2l

308,789,952
'[53,762,7A

9,761 352

Loans rccel/abl€s 503,t175,9t(l 472,312,%8
thafiutizcddisc&nt-lmrs F,tffi,t@ {6;574;573}

Loans ruceivabfus, rpt of discount
Seles contrac{ receivabh
Affir# irtbrcst recsi#

497,f09,771 405,738,395

419,650 386,050

2,258,338 1,ff9;a25

l{ilemnee&r{B#hos€s-S0R(}hte$) {€,{0Ol {28,1m)

(75,603,9161 (68,093,749)

credit losses and uneamed interest and discounts.

Lsanc r€csivabb hean.snnual intareet raGs ,rerging lo 12oA to 21o/o *r 2b22 fum 6pA to 28oG -kr

2021.|rtlcstamcdrnoffitdbl7e,437,t€2 ffid?6i,t72,s48futhrFarsandad Docarnber
17, 2@2 dtd 2E1, r"spdiyey.

As d Secember 31, M. aad 2,e1, sc am€)urt d bans receivahbo of tr6 Bank tras baen-@g€d,b secum bills-pq6ablee, ae discheed in,Iilob 18.

7t
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Rt RAtE*IiIK elf e*e*gnO fl*.V.), Erc.
NofES TO F[ilAItlC[AL STATETEHTS
DECETEER 3t, aWN Affi} 2{N1
kffiri.nr,FEse

Sales contract receiuabb rebrs to the anprtized coet of ass€ts acquired in scfrbment of loans
ttrouglt forec{osure or datira in payment afld gubsogrcntly sd on lnstdrneflt basb w hercby
"fie ti0p tro lhe said poperty is tanslbrred b the buyers udy upon full paymst of fie agteed
selling prbe.

hils of satss contrac{ receivableb as bthrs:

Pcrftilning ? F
Nq*erturminp {f9.850 3€8,0fl)

Tel 4{9;G50 386,O50
Anoranoebrcreditleses fA,t{P} (28,100}

salesgrraatFf*u*te-mt - I sgr,csol asz,e50

Specim han los* prorision
Generd -bn loss,Br,ovisim

? ?72,893,838
e68t,978

M,427310
3,638,439

Totd dlsurance for credft loss€s p 7q,srq,8{6 p 68,065,64S

The alloutance for credit lossea whirjr hcludes botr specifn and general loan loss
nsefvas; rcpEsefits management estimates of pobabb loss inherent in the portficlio,
after mnsideration of the prevailing ard anticipated economic conditions, prior to lms
experience, estimated recoverable value based on fair market vafues of urderlying
collateral and proapects of zupport from guarantors, subseguent collections and
evaluathns made by BSP Supervieion ard Examination Sector.

With the foregoing levd of alloilancefor credit losses, management believes that the
Bank has suffrcient a$owance b rnarraga any risk fiom non-collection ornon-collateral
of the Bank's loans and other receivabhs.

For undassified loans ufiether.regdar or microfinance. a general loan loss provision
squiudert b 1% is provtM,

T?B Barlk has also complBJ with the BSF reguireme# for b**s in estab$shing an
allovance fur s€dit losses on'loans and other risk a$ete in acerdan@ wiffi &e
folouting dassifimtions:

Ctassification Required Allowance

Unctassified

Lomsesps*dty merilbrd
Substandard -seeured
Substandard - unsecured
Doubtful
Los

1Yo

5%
1Oo/o

250h
50%

100%

t2.0t Past Due Loans
Past &IB loans of a bEnk shdl, as a general nSe, re&r to all accour6 in $ts ban porthlio, dl
recetvable corponenE of eading eccount socr,ritEs and dher rEceiuabbs, rrdrich ara nd paid at
matudty.

BSF Manual of Regulations fur Banks, Section 304 defined the classificetion of past due loans
as fo'lbmB;

As a general rule, loang, iruestmenb, recEivables, or arry finarcial asset, induding rBstruetured
bans, chefl be wrsidered paet due whan any prirrc'pal andlor ftr&reet or iretdkrrcr4 dua, or
porfioni th6Fof, am not paid at their contlz}ctuel date, in which case, the total outstanding balance
Ureteof shall be consirlered past du€.

72
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hoPttffiffitaFm

Inedment rehrg b prineipd andhr interwt arnortbtions that are due on several d# as
indicated in fie loan documer$. The allorance for loan bsses ie the estirn&d arnount of losseE
in the Bantt's ban portfofo, brscd or? cr*refion d the co$cstibiffif of hns ffid friffi bts
Wsrbrre.

,Any anmurB set aside in respecd of loeeee on krans and advances in additbn to those losses
thd haw bcenspecificals ktentifedo* potent*il loeseswlrictr expedenceindirplesto be presertt
in thepodblb of bansandadnarrcesartaccotrrGdfurasappncpdationsfom rctainedeamings.
Anyoedlbtwultingtromfieredudion of'urchamounbresultinan incrBasein rdainod eemingB
aod rue not inc&fihd in tte determindio*of net profit or loss brtre pedod.

The alhryance is increassd by psoyisiorls clmged to expense and redueed by wribrtrs and
reversals.

Asof&cernber g1,2(fi2erli,I(Jzl,ttPlsnotfullycorecdbyalbrancetucredtlmssaraas
0buvs: mz2 m,21

Total Non-performing toans
Less; fion-prbrning loaffi curGrud by

allowance for credit losses

? 153,667,413 F

72,893,839

145,769,500

53,986,742

:p m,sr3,s4 p 91,781,758
ASP CilculerS4tdefnednorpcrfrmfig bam (l'lPts) as ffbns:

Loans, inveetments, receivabl€B or any financial asset shall be considered non-perbrmirlg, even
ufrhots mbsEdesntracttd peraa*s,, tdrr! il b con+lillmd lmpee€d tmdar oristingeountittg
Sadds,.cbeslfied as dqtbtftrl.orlosa, in,liligation, and/or thare b.sllence lhat tull ropaymed
of prfrcipal and f$ercsd is unl@ withod hrcdosure of co$aterel, All other bans, even ff not
cor*Eid,ered impaircdr shall b6 eonsidered non+erbnnhg il arly principel a*tdbr intered atl*
unpaid for more than fl) drys from oortrrchral due daE, or aocrued intercsils for more ftan 90

@$turreb€ou r*rafic6d,sdo&E;rdbyereerner*.

M'rcrofinanee and other srna$ loans u,l$ s*nlhr eredit ctrarac{eristics shall be cmskle!€d non-
pqfomirrg aficr conkacttnl dus dab or afur it has become pmt due.

Reaftuetred baas # be ansftlsrud nosrper*rmfurg. l.hrever, if pi& b restrrclwirgt, the
ffi were'cabgodred as'perfuming, guch'cfsific{bn'stnfl 'be'r€itainod.

Bank's bans are as foilouts:

R#*o # gro** NFLs b gnms TLP (%)
Ratio,of net NPLs to grroes TtP (yo)
Ratio of total allmnce fsr credit loss€s to grus*

NPLg (%)
Ratio of epecific altouranc€ for credit losses on

gross TLP to grose NPLs (%)

38.S%
16,2{t%

19,t?fo

47.37ch

3r.30%
19.714/o

4,6.SS96

44.Wo
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'tn 
Fhllipplm ruao

{3. Bx{r pnEffgct, Fun nruiE, rlxruiEs Axp EdrPllEr (BPFFQ. nsr

A liodlcihtor ot tl6 ca,lyilu amou$s { tE le0[rtifig.nd $d ol yQqr 2022 qnd Z,!21, a|d he Eocc cqrylne rmoqn6 ed.carfi,rlatod d.pGdlton oi
lanl pr!il|l!E, tfitlhre, llrulaard lqufiemgt rr! Ehoyvnbdo4,.

Gost:
Balance, January 1

Additions
Addition to right-of-r^rs€

15,770,356 p
397,890

1 9,199,1a7 F
294,147

9,7&3,8S

34,959,553
692,037

9,733,896

P

*

l.{urrffi.l drer.datfi;
lrflr,'ct, Jyrry I t,@10, 17,560.508 2l,U,1qDQr.4.r!n0&2a WPg ?3sI41 Li ,* s,os,ttsS
Rrd*lMo0 *+,385 G1,3!E) - -
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RURAL EANK OF BAGABAG (N.V,), ltlc.
NOTES TO FF{AfSIAL !TTATEHE]f{S
DECEIIBER 81, ,fl,21 ATID 2O2r
,ln Ffllllppine Fc*o

Goet:

Balance, January I
Additiqts

1P
.ri

? 15,398,266 P
382,090

19,769,354 P
437,861

34,156,620
8{9,05'l

Agaurnulated depreciation :

Balance, January 1 9,190.205 16,792,9S5 25,973,070
1

the year, no disposal of Bank's furniture, and
i

equipmeht ums made.

Al ldditqE rclE i'atd h casrL

Tlr Eank a[a.a- at aratr frrar&{ rlporlrrg daE wh.tt!.r lhde ir m lndlc.rUo! trd .n lbm of bank grrnis68. frtnitrlE, ft.t 19! and aqdpmertl nay Da
lmpall.d, .nd !.16\,.! t$ t*(g b re rqdr hdlcatdr - of Drc.ntb6r 31, 2022 rnd 2021 .

t{oblrtkF.Emi..a,tumlurt,ixturEfidaquiprxntrvaEuqadar@fiatargllbrllrbllllia6..atPa.pr.tg1,2w,and,o21.

& of Oec..nbor 31, 2012 sq 202t, lhr B.r* h€. no conmlrn€.n io purhr.c bank pdmhe., tu itr., fi(t.ru rnd flulFrlrn

7$
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RURAL E*NI( ffi BAG^B|G fI+.V.), }tE.
flOTES 16 PII*ilCHL STATETENTS
DECETEER 3I, 2O2? AT{D ?oizt
El Fhf$mBpPcso

Section ?09 of the MORB states thattrc totat irweshnent of a bank in reat estate and
improvemenb thereon, including bank equipment, shall not exceed ftfiy percent (50%)
of Ure bankl net urorth . As of Oecember 31 , 2022 aN 2A21 , the Bank is compflant with
such regulation.

The following are the lease entered lnto by the Bank and outstardirqg as of
Decerr,scr 31. 2S22 for PFRS 16.

Location of.leased
proFrty

Lease Tenrr
Leased Lease
Property Payrnen Escalation Clause

_,-$?ftgf@ryr End of Q4ry1_ .t

$an P-edro, Land and
Bagabag,H$eveVtzacya building

P,obl€c&]n Wecfi, Lamut, Land end
tfrtgno tuitding

Ste. Meria, Alfonss Listra; Land and.
ltugao building

lbung, Villarerde, Nu€va Lend end
VEcaya 'building

Poblao&)n, Diadi hlueva tand and
Vizcaya buiHhg

$$7no+7

01101 Ea17

g1l01l1to17

03/ffin009

uNrr2007

1U3+R02S

1U31fl1026

1?J31ft026

luyPOv

12r$E.032

5016 increase every 2
y6er8
57o insuaee'every 2

)rears
50,6 increase every 2
years
S% increase every 2
years

80,813

23,733

21 ,559

7,739

5,45 |Vo/o

14,

The lease confects are ftrnef,r*le upofi such terms and conditions mutually agreed by
both parties prior to expiration. The leffied assets are being depreciated based on the
u.seful Sfe of the leased asset or rernaining lease brm, whichever is shorter.

INTANGTBLE ASSETS - net
Arecpncilialion of he carrying amounB atthe beginning andendof years2022 and 2021,
and fie gross canyirg arnounts and accr.rnulahd amortization of softmre is shown
below.

2022 2021
Co€fi
Balance, Jarurary 1

Additton
? 2;512,W ?

330,m0
?;012,€4O

Ealance, December 31 2,343,44 2,012,$40
Affil'mrtizailkrn:
Ehlance, January 1 j

Amortiation $loh 2t
1J1O,070

3S,449
1,415,070

295.0m

Balance, Demtnber 3'l 2,100;510 1,710,070

GarrvinoAmount ? Z,13,3A P 3f,2.57O

The Bank irssessas at each fnancid reporting daE whether fierc is an indicalion'that
aa iEm of intarg[ble asseb may be impaired, ard believes ttat $pre is no cuch
indication as of December 31, 2O22arfi2021.

lrlo intangible assets uere used as collateral for liabilities as at December 31, 2022 arfi
m2{.

As of December 31, 2A2. aN 2021, the Bank has no cofiimifirent to purchme
intangibie asseB
ffVESTmEilT PROPERTIES - net
Trhis accsuntpertairc b rsat Foopertics, such ag land and buildirg, foreclmed by tre
Bank and held for capital appreciation.

-{5.
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RURAL EftTifft OF BABIB*C f}*J"}, HiIC.
H€TTES. TO' HI*${CH- STATETEI{TS
DECETBER gI, 2O22AT$T} ?0?LI
ErPfiitimi*Fcse

ZVZE

Notee Larld Butl$ngr Total
Gmt;
Balanm, January I
Additions
Adfilstrrent
Dispoeal

P 25,38f ,248 P yz*,4tg p
8,036,736 -

(29,671)
(4,160,615) -

25,705,m7
8,036,736

(29,67U
(4,160,615)

Bah!,ce,9p.cpmPq3f , , ",, , 291217,698 324,419 29,55i1,1{7

Accumulated
&prociatlon:

Balance, January 1 - 97,209 97,209
Depreclation n 9,600 9,600

Balance, December 3t 106,909 106,809
Albvrenccfior

impalrment locge:
Bdenc*, Dembe* 3t 26 q432, - , ffi"42

Carr-yi$g amo$r* p 8,927,168 ? ?tlBlo p 29,t3SrO7B

2021

NoEs Lard Building Total
Cost:
Balance, January 1

Additione
ffiprcal

p 22,2cl.,028 P 324,419 P
5,370,8S1
(2,193,671) -

22,528,M7
5,370,891

(2,J 93,671)

tsalane, Deernber 31 .248 324.419 25.705.667

Accumulabd
depreciation:

Balarm, Jan,uary 1

Depreclation 22
-
-

69,051, 69;051
28.159 28.158

Elalance. Decetrnber 31 .209

Allorance for impairment
[osses;

Bdanre, Deernber 31 26 3ffi,232 306,232

Carryingamount 125,075,016? 227,210 p 25,302,2fr
The Bank aaquired ih irweefnent hm fureclosure of properties. ln 2022 and 2Q21,
transac{ion costsarnounling to ?1,310,443 and ffi76,32 respectivety, urcre incuned in
relation to forechure sf propertks.

h2A22, $s Benkdispoe€d hnd ndsr carrying amqmtof P4,160,61$foreasharnountirg
to ?9,C09,456, resulfing to income forn assets acquired of ?4,W,il1, asdsclosedin
Nste21.

knza?1, the Bank dtsposed lard with canying amount ot?2,199,671 for cash amounting
lo ?81,241,076., r,esulting tE kroorne horn aqsts acquired of F2,042,408, as disclosed. in
Note21.

Fair vatue is determined on the basis of the appraisals performed'by an appraiser with
appogiate q&ttrfications and recentexpedence in the nahrdion of simihrpropertie in
the relevant loeations. To sone extent the valuation process was mnducted by the

77
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.RIIRAL E*Tff( CF EIMBftG F*.Y.b }I{C.
T{OTEg TOHTTANChT ST*TETE}TTS
EECEmBER 37,2Ut2 AIrtB ?,{0i?.1

&lFffikmFaso

T6..

appr-aiser in discussion wtth the BanlCs management with respect to &e determination
of the inptrts such as the size, ags, md @nditbn of the land and buiHings, and the
comparabb prlces in $e conespondlng property locatfon.

The Bank canied or$ a ranierr of the recoverabb amounts of its irwestnent pmperties.
The Bank has determired that there is an indication that an impairment loss tlas
oeeuned on ito iftlestnent propsrtiee. The f-air ralue d irwostrner* property as of
Deceiltber 31 , 2O?2 aN 2021 amotm .tsd to ?67,259, 1 1 8 ar.rd ?58,71 0,210, respectivefy,
is ctnren0y@gofized wihin ter/et 2. [n estimating the hhrrahre of trese pr$ertes,
management takes into account the rnarke$ participanfs ability to generate economic
benefiE hy using ilre asseils in heirhi$ffi aruil best use. There has been no ctange
to the valuation tediniques used by the Bank during the yearfor ib non-financial asseils.

i,lo arnount of investnent property of the Bank has been pledged to socure general
bankire facilities granted to the Bank

nTHER*SSEIS-net
The account co'nsists of fu

Amounts receivabte
Stationeries and $upplie$ on hand
Liquidity pool fund
Petty cash ft.rnd
lnvestrnent ron stos*s
Prepavm,ents

? to,{s5,593 P
20&$64
40,(m

7,000
1,000

8"737,725
25:8,W2
40,000

7,000
1,000
4.378

14,1U2,15V 9,Q49,025
Aliorrance forredrrtlosses (NoE 26) (2,656,27*I (t,938,7251

| 7,1!Er@ P 7,110,3S
17 DEPOSIT LIABTL]T]ES

18.

This acuotirfr consists

? 301 p 335,158,

rangirqfrom 1.73% to 3.5096 tn?f.?2etlc-frz1.

Total inbrestexpense on deposit liebflfiSes ams/nted to p5,064,508 and f4,713,320 for
the yeans ended Decemter 31 , 2M2 end 2021, rcspectiveS.

t nder existing BSP regdations, M deposifs, savings deposits, and tine deposits
d the'Bark are subject to strtutory ressve. As of Deoember 31,2022 and 2021, the
gar*e lein comBlEnco wiith such regdatiw.
BILLg PAYABLE
llnvementE of the account are asfdlslfiE:

2022 2021

AtJanuanf 1

Pavnents
? 4,4y',6,000

(4,4/.6,000)-
AtDecenrber3l . " - | -
As of December 31, ?0i22 and 20?'1, no amcunt of loans receivables of the Bank has
befl pledged to secure bills payables, as disclosed in ttde 12.
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:RURAL El?lK OF'B,IGAB*G (l*.V-), lilE.
ilOT,ES TO FI]TAilCHL $TATETEilTB
trECEmBEn 31,2U22 AI{D Xm
kr.Pfffi,im,,Fsio

{9,

lnterest expense on bills payable for tte years ended December 31, 2fl22 and 2O21
amounted to niland ?17,W1.
OTHER LIABEMES
The details of *p acoount are cliscbsed below:

Note 2022 2021

Lease Uabiiity
Accounts payable
Retirefilent benefi t obligatficn
Government contributions and
Fayabb$

,Accrued interest payabte
Accnred other expenses payable
lnsurane parbte

P 8,397,ttt F
It;gn,rifi
3,6,$t,9l}rl

1J41,392
elw24
698,76e
t55.gsi

3,644,751
2,871,335

1,676,911
829,O81
679,616
312:352

2s

P 20,574,ffi r 1q,01
othar properfies acquircd-

AtJanr*ary 1

Additifilal
lnterest
Pannents

?
9,7$,8; 

P

399,458
(r,73634it)

22

At Deember 31 ? 8.397 P

The blpakdonp of bgse liabtffiBs aE tq trrfltn[ eBd non-qrrent is ae &ilo{,s;

t3,2OZ2 1,2022

Current
Nsn-qnr€.nt

p 1,487,038 P 1,336,795

11

Td P t,s.l,t.tt? g,z$,ag6

The fiSrily andyic of leece lieDiffict ar d DrcrmDer 3f, AH ic aa fEflu6:
Lqre

Palque@---
Finance Not Prrcent

Yaluec

l/t i&in 1 par
1 - 2 ycars

2 - lyearg
3 - 4 )retrs

.4._ g:ytsBttS

5 - ID years

5-

1.82S.3m F
1,921,236

2,921,?ffi
, 142 efiAa-r )-trf*uL

220t8€8

1,279.909

196,428

339,292 F
272"423

198,335
aaA ?-?
] lo,of o

ffi,251
192,197

1,497,038

1,648,813

1,872,921

2,006,733

lil,357
1,087,7',11

P

20.
Td , ? 9Jl4oil ? r,rmrgsp- _q3sr,rrr
CIPITALSTOGX
m.Ot Prefcrr?d Sbck
ShorYn belouu are the details on

2022 2421

Strks Arnount Stocks Amount
Authorized capital

4,000 sheres at
?100 par value 4.000 P /t0O.000 4.000 P /+OO.UX)

'Beftw are'thektres of frte prefes€d stock:

(D Prcftned snock shatl be lssued egainst govennnent invetnent in capihl stock of the Bank.
Prefunsd sbdr so issu€d shaf ftam defrrse oys of,nmon sbcft in lhe eseB d fiB
aorporation h the eycnt of lhuidion, as prw{ded he€under.
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RURALE*ilK OFEAGffiAG fr*.V+ lllc.,
}IOTES TO Flltt*ilCtAt STATETEI'ITS
DECEI|BER lt,2tt22 AtrlD z$2l
InFlSffiFoBo

(ry Preffi stod( shall be non-rcting, hrt in cass of Sab bf fte govemmert of its prerbned
stock to private sharehoklers, *rch s*ock arfonraticaty become co&urun stock with vding
t$ltb, Utereby reducingr thE nrmber sf os8tatding pcfurrud share and increase the
rurnber sf cpnrrpn $ares.

{f!0 Prefuiedsharcsshaltadhsreindiytffi ffirflrution dtuc(2%)p6rcEntcm.

As Eoon as the tsank has rasourolo *aibble br tte prflpose, t,re €quity iny€strnEr{ of &e
goveroment, as eviCence by ou6tenetg pre&rred steres, shall be reduced by relirernent of strcfr
gto6* et itr par value ffid its eale b givate iwenbrs, in the rnanner provided for in mction 7 of
R.A ?20, as anrcnded {Rura} BmtEAcg, md imffirnant rubo end rugula{tn*.

As of tlecember 31, ?:022 arfi Z)21, no arnount of prehned stock rlere issued and ouBtandng.
2{l.OlGonmoa Sck
Shrum lrelaur are fire det ill 6n ai)rlrrrran slaa*c'

2022 20?1

996;00S$ares
at Ftfi) par nalue SO,0m p 9S,mO,0@ 906,000 ? 9O,@0.UX)

tssucd and fully paid
at P100 Fr \ralue

Batance, Jamrary f
gel*'ce,Decairser3l tC!,073 

" 
,a,t07,l@ gP,o7+,.1, 96 ,q

Gomrnon atocls mry one (t) vob per share and a right to diyiiEnd$.
20.03 Oash Eivi&nds llechrcd
Under Section 124 of the MORB, the lhbifity for dMdenG shatf be teken r4 in the hooks
upon receipt of BSP approval trrereof, or if rp appro,ral is rcceiyed" after thiirty (30)
busifiess darys fro,m the date ffie required report on dirriffird declaratign n/es reoeiv€d
by the appropriate supervising and examining department of the BSP, whichever comes
eadier.

On AptA %,2o,22 the Bank through.the Board Resolution No 34 S. 2022, declared cash
dividends amounting to 74,&40,547 to alt stockholders on record as of Eleoernber 31,
2A21 on a pro'rata basis. Payrrert of dfuidend rms made on June 03,2022.

The dMdend dedaation and paymert vvere approred bry the BSP 30 days after the
reoeipt,of rcpofi on divldend dedaration.
20.04 $tock DivHends Distributable
On AtEust ?0, 2020, the board sf direotss, w*th approral of stoc*holdss representing
'nst hBB than two-$irds (2/3) sf the outetanding capital sbd<, has resolred to deolare
sMr dividends amorrnling b |{)0,O10,MG to stockholders of record m of December
31,20f9.

Thro$h joint regular meeting held on October 30, 2017 , the Bank signified its intent to
increase lts anthorized shares ftom 1,0O0,O00 to {,5@,@0 valued at P100 par value
per share As of December ?1, 2W2 and 20,21, the Bank has yet to subnrit the
necessary documents for application to SEC.
20.05Swpftrs Reeerv63
Surplus rcserves pertain to resenrcs for cottirqencies antl brdldtrq consfouc*io'n ior
bankl prernises araounting to ?148,&0 for the years erded Drennber 31,2fr2? and
2421.
20.{tG Gapitat ltanagement
The prirnary objectives of the Banks capital rnanagernent are to ensure the abillty of
fite Bank to fit$re strfficiert capitd to trefiin the Bankt dsil(-ffiing activities, to
continue e6 a going coRoern, to maintain a stong oedit rating and quality capital
adequacy mtios, to ensure csnSiance wtEr eSP regulations and to provide reasonaHe
retums and beneftts to sharehotders.

Ttte Bar* fireflages ib capital structure, rflieh composed of peid-up cspitaf and surpfus
reserve, and makes adjustments to these ratie in light of clranges in econornic
canllititxl$ and tte risk chara$risfies of its activities. ln arder h rnairrbin or a$ust tra
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RUIRIIL BAilT( OF EAWHE F*.V.}, IIIC.
ilOTES'6' 913$IC }AL STATETENTS
DECETBER I7,2A22AH} MN
hffiineFEGG

oapitat stucture, the Bank may adjtrst the amount of divi&nd payment to sharehotders,
retrm capital stuchre or issue capital sectrities.

Under the current banking regulrdions, fie qualifying capital accounts of the Bank
should not be less than an anrount ecpal b En percent (107o) of iB rtsk-weiffid
assets. The qualiffing capital of the Bank for purposes of determining the capital.to.risk
assots is btd cepite+ ftrnde ooclucling:
a. unboded.vdualion resoaess ead.o&sr cqrtail adjusfrnerb as may be rcqrired by lhe BSP;
b. tohl orhtafitryurcodcrsditaccotlmffiirnsb DOSRI;
G einklngrtmd fu BdemCionot red€€mable preilened stodg and
d. other regulalory dadudions

Rlsk ass* cons.ists of total asseb afier erclusion of cash on hand, dm fsn BSP,
loane corered ty tptd-ort m w *srtpmert of derpmiB, loans or acoepbnces under
lette,r$ of crad'rt to the extent covered hy rnargin depoeits, and other non-risk items as
determlned by the Monetary Bffirdof Sre BSP.

As sf December 31 , 2O2. end 2921, the Bank is in complianca wifi the curent banking
rcgulation.
The regulatory capital of the Bank is analyzed into two tiers which are Tier 1 Capital
phsTrer2 Capitel less affornbb dedueliorxs ftomthe b&al of Trer :l and Trer 2 capital:

a. Iier I Capitrl indudea ttr btlcning:
i. paid up common stock,
ii. surplus, and
$i. undiuidetl profita (br dorelic ban*s only)

&rlicdb dodudimrtur:
i. doffihcqrnolax

b. Trer 2 Capital incltdee:
i. gEfiefallottfilo6spforr+slori

Under the exisfirlg BSP regulatiofis, the determination of the Bank's conpliance urith
regulatrory requirements and ratios is based on the amount of the Bank's unimpaired
caltitel reguhtory ceplhal repsEd b fie BSP, deErmird on the basb of regulabry
accorrntirp poticles, trdrictr differ fiom PFRSs in some rcspects.

lnformation regarding the Bank's "unirnpaired capital as of December 31, 24?2. xtd
2021is shotrm m follotvs:

fri22 2W1

Core Ti6r 1 Capitel - gross
Regulatory adjustmenE to Core Tier I

P 176,6.31,644 ?
(9,084,2031

152,310,051,'

(6,679,167)

Core Tier 1 Capihal - net
Add: tlybrid Ti€r I

16l,A$17,41 145,630,884

Tier 1 Capital
Tier 2 eapital

167,*1,U7
2,6tgtJ7X

146,630,,884

3,fftr8,#lg

Total fiuelifir'ins caoitiel ? *Tr'ziu.+tg P r#.26o.szg

Total riskrr€ighted assets ? 6Se733"280 ? ms,o&{,t8t

Tier 1 Capitat ratio 24,*lo 2A.95o/o

Total capiEl adequacy ratio 24.93Vo 2',1.47%

tn addition, S€ction 127 arfi Appendix 62 of fle MORB dEcusse* the guidelines
implemenfng the risk-based capital adequacy frameuork for stand-alone thrifr banks,
rural b*{ts and cooperative banks, The said frameurork uas amended by BSP Circular
No. 1079 datBd htarch 9, 2O2O and BSP Circular No. 1084 dded April 28, 2020 to
strengthen the quality of capital of the covered entities by the introduction of other capital
requirernents such as the Common Equity frer (GET) I ratio in addition to the existing
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mintmum CAR of t0%. The CET1 ratto is elcutated by dividing CET1 capitat by total
risk-weighted a$eils.

The implementation of the enhenced capital standards, wtrich incfude the CET1 ratio, to
the aforementioned banks urilltale efftc[ur January 1,2fr23.

The Bar*le lmmge rdb, csmEfied ae btal capital ovs tdal assets, E 25.59% and
Z?.fiYq as of December 31, 2022 and 2021 , respectively.

On Augtst 24, 2A22, the BSF issued Circular No. 115f , Amendments to Minimum
Capitalization of Rural Banks, increasing the minimum capitalization requirement to P50
mfllion fur rural banks with up to 5 trancfies, lrfiicfi mtst be satisfred within five years
fiorn the dab of efiectivity of fte circutar. Banks strich ornply *{th the na,v capital levels
must subrnit b the BSP a eertlFrcation to this effect, wi$rin 10 bar*ing days ftom the date
of €redivity of this circutar. Banks anaillng of the capital build-r^p track shall submit to
ffte B$P ur{thin sir monts from fie date of efiectivity of this circt*ar. On Sepffier 27,
2gT2,8E Bank submitted its certificate of compliance w{th the aaid circular.
OTHER I}IGOTIE

Sendee@ccttecs
tncome from asEGtB aquird
Recovery on cfrargedoff asset
Bank mrrg*ssions

? 5,79{,905
4,8rt8,s41
1,176,792

30{,s6
3iGi9,445i

5,870,910
7,047,405

19,495
305,5e3
242j65

F
15

7 lZ"4g1,4E 7 13,485;528

22. OPERATING EXPENSES

Perconnel oostg
Taxes emt llcenses
Sffi#!S,,#d. md,ianitsrid ssrutceg
Deprcciatbn
lnsurance-PDIC
Poffi, light end water
Documentary stamps
Donations and cfiaritaHe confihfriorc
lnformation tecfinology expenses
Representation and ertertainm€nt
Fud and h$ricant
lnet fanees - others
Management and othsr pofussiomal feas
htrhrest@efise - lesse li$iffiies
Amortization
Utigation $genses
Postagre, teloptore and telegrart
Repairs and rnaintenance
Advertising and publicity
SaUonery and suppffes
T'rainings and saminars
Travel expensee
Supervision foes
Membership fu€s and dues
Feea and mrnrnifisifiis expense

t t2,w,22* p
a0t4,6G+
3;2ffi"9tr1
3,1oJ,Gl3

887'5.8
gs,e6o
713,+*

13,282,U3
4,7W,510
? ,l,l { Aq,t
lar a t i ttad r

1,299,523
892,250
589,036
7il,47
659,3237{O,050

4tr4,60r

1g
14

438,{S
43i,853
4i1{},8E4
125,2N
390.468
3S,44p
36r"354
3gEflF
250,fiz
215,2W
iE6,e0s
,176r78A

t2+"23d
{ t5,20e
21,500
4,900

25fi,157
Pf ,;!#
284,771

2,621
m,310

+79,623
388,125

295,000
1,310,443

228,089
162,708
255,701

75,030
110;068
21,560

e,7e7
Fines,penalieeandoffierDfierles 900 8,0i6
Periodicalsadmegadnas 2,720
Rantemeaee 1,656;S0

Uhgelhpeous. , -. -- 
5,0,379 , 2f3r3Q?

P 3a,$s,6tt ? sf,366,f2o

Personrgl c0sts ind"rd€:

2022 2421

Sdades and mgBs
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ShstEfr,rbcnefits 4,13i),9O2 3,773,1ffi
DhEctolsFec 1,1t6,000 636,475
Ganrnmer*cryffifions S"tm S00,365
Confedonto rsl*smentturd 25 9liDf @961

I 12,Wt,H* F ,13.292.043

koreciation ernenae Ls mttmoaerl rrf:

Notes 2422 2021

IJ
15

P 3,9e6,983 F
9.600

1,271,ffi
28.158

? q,{05.6ir3 ? f .2s1.523

N. HCOTE TAX

Under Philippine tar laus, fte bank rs subject to percentage and other taxes (inchded
ln taxes and lioenses in the comprehensive income) as well as income tiaxes.
Ferentage amd otr|er hs paid eonsist Brtncipally of gross receipts tax (GRT) and
doautrsffiy starp ta(. TfiB Amk's liability sill be'basd .on regulations b be issued by
tax authorities.

lncorne taxes indude the corporate income tax, discussed below, and final tax paid
which represeirts the final withholding tax on gross interst income from government
s*urities ard ofrrer deposit substitnEs- These income taxs, as udl as ffie dehned tax
beflefits and provisions, are presented as prwision br income tax in the staternents of
income.

Ufilor cunent tax regulations, the applicable income tax rate is thirty percent (3Wr6).

lnterest alioured as a deductible exBense is reduced by an amount equivslefit to thirty
three percent (3306) of interest income subjected to final tax. Also, enteriainment,
amturmefit ard recreation (EAR) expeffie ia timibd to one percent (1%) of net
re!/€nues, as defined, for sellem of sewices @innirlg Septernber 1, 2@2. The currer+t
regdations also prodetefor ISCIT of P,6 on modified gross income and allorv a three-
year l.lOtCO. Any excess of the MCIT over the regular income tax is defened and can
be used as e ta( credit against fufine income tax liability while }{OLCO can be applied
against taxable income, both in tfrc next three yeas from the year of occurence.

Tha Bank's tiabr'lity hr inmme tax is based on existing tax laua and BIR regulations.
Horevar, incorne tax expense as shown on the staternent of position comprehensive
ineorre is detanr*ned under the'prodsbn of PAS 12 tneone laxes. Urd€r PAS 12,

inmme taxsBenseis tre sum sf ament tax exBense compuFd under tax lanE and
deiened tax erqense debrmined erough ttte use of bafance sheat liability rne$tod.

Dehrc'd tax experse is tfte sum of cfianges in deEned tax asset and deGned tax
liability. The balance sheet ffiility method bcuses on brlporary differences.
Temporary d[fierences are diffurenoes be&reen tfte tax base of an assetor liaHlity and
its carrying arnannt in the stabrnent of financial position. The tax base of an arset or
liability is the asrount atfibLmed to Urat asset or lhbility for tax purposes-

ln 4,ZO, to address the impact of COArlD-.19, 'fie Senate and the t{ouse of
Reprssentatirres enacted Ropublic Ac't (RA) No. 1149t1 u the Bayanihan to Reeover ae
One Act (Bayanihan ll) effective September 15, 2020 witl an original''eNpiry d'de of
Decemher 19, rrfiiah has since beenextended to mid-2021. Bayanihan Il provides fur
COMB19 resporlse and recorrery inlerventions and mechanisms .to ^relerate the
recovery ffdtoffiertheresilienry of tle econuny.

Among the response and recovery interventlons prwided under Bayanihan H are the
carry-over of net operating tosses incuned by the busl:ness or enterprise for taxable
years 2020 and 2O21 as dedustions from gross income (for purposes of computing net
taxable income subject b regular eorporatc income taxi over tlrc nextfiw consecutive
taxable years imrnediately following the year of such loss Section 4 (bbbb) of the
tsayanilnn tl).
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Under Bayanihan tl, NOLCO ryould remain in effect even afier the expiration of the Act
provlded that the deductions are clalmed wfthin the next five consecutive taxable years.

Decernhr 72, ffi?s, thu Bureuu uf triHnd Rerrcnrc (BtR) cfaified, fhroqftRencnue
Memorandum Circular (RMC) No. 13&2020, that the net operating loss carry.orysp

tllOLCO) rney bc eveilsd of rrf,dcr RR Dlo. 2S202Ohtorp*ycrs openattng m fiscd-
yeer ruBorting. Ttle Rt C effiJrrl€ffited fscal yem anding tetrwn &dy 31 and
Noven6s S, 2020 ard Jarsry 3:l b Jrlna 30, 2&1 as fa$iqg wt$dn the taxable year
2020. hfieanwhile, fiscal years endirg befireen July 31 to November 30, 2021 and
January 31 to Jure 30, N?2 fell wihin the tatabb year 2s21 . Thus, net losses incured
by businesses or tapayers during these fiscalyearB can be canied over as deductions
ftom gross income for ttte nextftve oonsecutive taxable years.
Altrt hose tar fuoogtlupCln Fr:ffi or Lm
Components of incorne tiax expense are as follours:

2f/82 2021

lncometat expense-errrenl ? 12,t&t;313 ? 9,730,239

Indmto(bendh-def€fled (2/405,0!6I (3,564,854

J,ltT,zfit 6,r68,SE2

Taefhctaf CREATE law

lncome tax benefit - curent
lncome tu etgense - deEflEd

(1,119,456)
822,863

Taxoremrat25g6 9,7:X,8{t{ 6,,t98,543
Taxcfr*d

lmpartdqletu - (436,5S3)
lncotlle$.EFrctbfDallax P2qE6+ (388315)
lnkrwtet9anselimfiation 55314 97,054
PenafiicaardDondior ll!{i,,ffi
CgrtibtrtionbFfiemcntind 22,E20 -

A r€concilidion Hrrmn taxerpense andthe podrd of accomting pro& mrffiplid hy 0ra tax rate

Aceourtino profr P 3&gsq4fl P 25.838.173

Under Sec,tiorl 0f F*etior# Fffir* Revernp Codc (NIRC) of 1997, &s
alrfir$Ed, trre net opefialtng toss sf fte tusiness w enterprise'for any taxable year
imnnediaHy $eceOinS fre curent taxabE year which hal not been preyiously oftret as
deduction frorn gross incorne shafi be canied over as a deduction tom gross income
for tu next three (3) conseculive taxable years immdiately bllow{ng the year of such
toss.

Asof Deeember 31,2022 and 2021, theBenk has no NOLCO which can be claimed as
dedudione agnlnst frture tasble incoms
23.O3 lltnftnum Coporab fncom ftr flleffl
Ser*ion 27tE) dttrc l.tational ffiEntd Revenue Code (NIRC) sf 1997, as amended,

Eoddes thal an ldCff of tun percent (2%] af fte gross incryne ae of ffte end of ths
taxable year is imposed on a taxable corporation beginning on the fourth taxable year
irnnedhHy Hlw.,irtg the year in wl,rir*r sr.rcfr corporafion commenced its business
operaton, when frte MCIT is greabr than RCIT br the taxable year. The Bank was
incorpcailed in Juty 29, 1968; tlTrs, the Eank is subiect to irCtT.

As of Decenberi1,2AD.arfrzg?l,the Bank has no available MCITthatcanbe claimed
as deduction tom fufure ta<able income.
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Deferrcd Tax Amet and Dbforrd Tax Liabllity

31

on
AIowande fur Retlrcment

3,177,256

3,560,730

leete
excets
liabillty Total D;fsred DTL on

4,039,657Bahnce, Dscember 31 ,2020
Recognition in prof* or loss
Orrgination
Revensal

861,401 301 ,@4

3,560,730
(4,873)

251,P37 
,, , ,r2,#t,99j

2,44?,98a

Balanco,,Deoember 31,2Q21

Recognition ln proffi or loss
Origination

6,212,57G

2,351 ,112,

717,934 6,930,404

96,870 7,98t

B6
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fi.04.42 Wrc.rrgrized or4ened Tq Awts
ln previous years, the Bank dirl not fully reeognize debned tiax assets on allowarrce for
credlt losses, retirement benetlt obligation, and allowance for impairment as the
managemed belia/es that it is not probable fiat suffcient iRcome will be available
ageimtwtritfi de.ftned tax assetmayb uffiircd.

ffiils of the Eank'e urrccognied d*red tD( ss6 as of Deccmber 31, 2022 and

impaimentloeses ? 78:W,&2 ? 19,641,.606 '? 8,269,4S9 ? 11,972,1A7
RelkemsntSenefit
gbffin 3,695-932 E23,sE3 717,834 2@,149

Totef unrncorntssd $fA ? tt,tmt#tl

Recogfi+Escl
defened tax

@
defened tax

2@1 Tar bas€ Taxeftct assst assst
Allorance for credit
afld impairment losses

Retirement benefit
obligation

? 78,566 A22 ? 19,&41,606 ? 6,?7?,570 ? 13,4?9,03,6

2,87tr,335 717,AU 717,8U

Tobl,unrecognized.DTA P 13,
z$"l}t B$rBrilB Re$drtionr {m} ilo, *2,tn - Rebbd P:rtyTrenrecfioa,(RPQ Fqm end
Tranef ar ft fcfng Documen8fi on
The Bureau of lnkrnal Revenue, in its Revenue Regulation No. 34-2020, regukes
taxpayerc to submit BIR Form t{o. 1709 (RPT Form) to allow the BtR to vedff that
taeayers are reporting lheir related party transactions at arm's length prices. lt is also
ir&ndedb imetutie andshang[ten the 8urcau's ffiergicing fisk assessment and
aurlit functions. Most importantly, the infonnation that will be gathered from the RPT
Form ard ib attachrnente wiH bo tM by the BIR durirg tfp tnrrefer $cing risk
assesement'b'deErmine whethen'ornst to 'conduct a florotgh rcviedaudlt of a
partiolh erffiy or hansadion

Undertfte seid RR, the fulloving are required to file and suUnitte RPT Fonn, bgefier
with fie Annual lncome Tax Retum (AITR):
1. Lsrgotaxpayors;
2. Taryr qrioying ter( isiltires, i.e. tsosd d krwfleffi tBolFwisfier# end ecmmlb am

enErpriseg, those enioyrns lncome Te,c I'loltday (lTH) or subft:ct to prefuentiel income tax rate;
3. Ta)qayetsrcportiDgn fopcrdingloslesbrtheqms{tatabtyearandtheimmedi#Uprecedfiqtwo

12) conseadtue Mle yeas;and
{. Arffi'fty, as defind u&r'Sdrm 3d.RR t!b- ,S2020, rofri$-lrslransgdn ns sirh (1), (2) or

(3) abo\re- For this prrrpoae, key managanent.pemorrel ftAlP), as defued under Seclion 3fI) of RR
ilo. 1+204q sha{l no bnger be required to fle artd subnit the RPT Form, rrcl shall there be any
r€quiremont to report any transaction betUsefi KlilP and 0p reportirq erilitylpsrefit company of the latter
hthe RPT Fqrm.

ln addition, the pnepryatim ard st#nissfrxr of Transftr Prhjrq Documentation (TPD)
urder RR t{o. O2-2O13, otherwise knourn as'Transfun Pricing Guidelines' and all other
relevant issuarrcGs, sha$ be rnardatory for traxpayers enurerated abore who meet the
bllowing rnaEriality thrcsholds:
a. Annual gmes eabeJicvrn.re br tle ar&iecf hxeblG period exceeds ?150 millbfl and tts totd amount of

rBkbd prry mnsad*xli *ilh &rFi$ €sd dome*ic) taredfltrli$.alds t90 rniIilrn;
b. Retrd pdty hansacfions meefug the bloiling mabdah'ty thrcshotil:

i. llit involves sale ottan$bb goods in tn aggregate arnorrntexceer$ng?tXl milfionwithin Orc tanble
ycaf;

ii. tf itimohps€€a,i,aefamaolion,,peymeot.of lntsEst, r$izdion of htartohbg€odoorgfrrer*ehted
party trEncaction in the ag$cgde arnount er@eedirB ?15 mill[on *slin $e tarable year

iii. lf TPD traa rquircd to be p(Wred dwing the innnrcdbHy preeOlngtauble periodfor exeeding
either (a) or @) above.
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As it does nd belong to taxprayers rvho are required to file ard submit the RPT Form
under Section 2 of RR *2420, the Bank is not covered by the requirernents and
procedures for related party fansactions under the said RR.

23.06 Republh Act No. l{534, odrsrr$ce knryn ac the "Cotporrte Racoucry end Ter
lmedhml tor eruprbaa GREATE)" Act
On February 03, 2021, the final provisiors of Senate Bill i.lo. 1357 ard House Bill
No 4157 orfie Corporde Recorrery *rd Tar lncentives fm Enterprises (CREATE) Bill,
tdrich seeks to reform mrporate income taxes and irrentives in the country, had been
ratified by frte Senate and the House of Representatives of the Philipftinee.

Underthe proposedlaw, efrctiye &tfy 1,2tr20,the corporab incomehxwill be reduced
fum fie curneft &)% b m% for donretic corpomtioneryi0r ffi assc& not ercee$rrg
P100 million, excluding land, aM totial net taxable income of not rnore than P5 million.
The erg* irtcmp to( d a$ o*r* c4oratbns (domestic and resident fora[n),
.meanwhile, will be lowered b 25%. Ttre bill nould also louer the minimum corponffie
hcpme tax (ttCff) lrom 2% to 1% effiive Jdy 2020 until Jure 30t 2023.
Other key pro-visions of the CREATE bill include;
r Eftdfive Jtfiwl t ,2V21, incoflrG ta( rlE fur flofiru6idrflt On*f orpotdon is ruduced fum 30% to

Zflo.
r 'Prebrenthl incorne ta rab for propietary educafional heltutions and tospilals wtrich are nonproft is

rcducedtrom t0% to 1% eftc{itte July t, 2(I20to JurB n,2f;23.
o Eftctive .laruary t,NA,, regfimat operating headwarErs (ROllQ) cunently enioying 107o prelaential

income ta( rate shall be subjec{ to RCIT.
. lmpo{Sio$of lrnpoper$ acu**Ed ccaiageto( (}AgI} isrcpcabd
r Fordgn-soJIoDd{lhdibnds reoehpd !y dmecdc corpodions ee exenS trun incorDe tax subFd to

tr{otloring condifms:
- Tie lirdsltur sur|t dtvirhods ac0rfry ts.{drod or retnified inb tte Phi@ines are reirwest€d in

the buslreqs qperathns of the domestic aorporaton in tre Philippineswithin the nexttaxable yea
from the time lhe furelp-souced div*lende were recdved;

- Sha{ be limfred to funding tlte vrorking capihl rsquirsments, capital expenditures, dividend
peymsnE, invo8fn8nt in dom*frc*b$diari6, ard intashrrdurep,ff ed; a$

- The domedic corpsa$on fplds dlrs.@ at t6aC 87o of lhs ontsbrufl]E shsq of &6 6rea,grt
corporstion and has held fi6 sharehsldngs {or a minimum of 2 years at the fime of Ole dividend
distribution.

o Quaffisd o,!$orttrteryrtaea &a* be stfH E,tb7 yElB toxgrac Bt hafidat (ITl"{) io be fullorcd by
l0yearc 5%tpedal corprete incorne"ts( (SO}T) or enhanced dedtldiorts (EB).

r Qudifed drynesiticrnarlc[ €rferpdg€sstrdl be€rffiodto4to Tyears lT]ttobefotlowedby 5 years ED.
r For kurcslmentsprkr toeftctEvty of CREATE:

- Re{i6*ered busineso enlerprises (RBES) granted only an ITH - can conlinue udth the availmenl of
the ITH for tte rernah*g pedod of th€ {TH.

- RBEs granEd an ITH foflou,ed 57o GIT or are cunsily enjoying 506 GIT - allowed to avail of the
5% GlTbr 10yeaB.

The said bill was signed into taw on March 26,2A21, e)cept for certain provisions that
ryerevetoed, ry the Presidentof tte Philipgrines.

As dadfied by tfre emmme Financiat R+ortirlg Stardards Cormcil in its Philiffine
lnterpretatione Conmittee Qtn4 llo, 202&S7, the CREATE Act was not considered
substantively enaded as of December 31,2A24 even though some of fte provisiqns
have retoaciivs !ffect b Jriy't, 2920. TtE pffiage of ftE CRFATE Aet inb law sn
Marci 26, ?F,23 is ongidcrcd as a non-adjustirq $rbsequ€nt Glirerit. Accordingly,
cun€r* end d€ftrrsd t*xee ac €f ead frr Se year en&d Deosnbor 31, ffiO cor*irt'rd
to be compubd and measured wing the appllcable income tor ratee as of Decernbar
3tl, 2@ (Le., aQ96 RQiT / 2% l6GtT) fu ft,sr,id repsrting'plrpse.

Applyingtte prouislons #the CREATE A6t the Bant rrcdd harc been $6ieded to,
lorerregularcorpolat€ inmrn ttrrab of 25% efhclitrts July 1, 2020.
RET.ATED PARTY TRA]'8AGTPilA
ln the ordinary courye of business, the Bank has loans and o&er transac{ions with
certain direc*ors, officers, stakehold€rs ard r€lated i,nterests {msru. {Jrder ffte BanKs

w
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pottcy, these loans and other fansacfbns are made substantiatly on the terms as with
other individuals and businesses of conparabke risks.
24.01 DOSI toans
The General Banking Act and tsSF rcgulations limit fte amount of the loans to eaclr
OOtRI{sfolb*s:

The irdivi*tal ceilirg for credit accomrnodatiors of a bank to each of ib directors,
ffi€ers ard related inbrests ehall be eguivaEnt to his ou&tanding deposits and book
value of his paid-in capitd in the lending bank. The unsecured ctedit accornmodations
to each of the Bank's directos and officers shall not exceed 30olo of his total credit
accommodatiors.

The aggregate cailing for credit accommodations, wheter direct or indirec-t, to directors
and €fficers af a !ar* sfafl not erceed t5% of fle btat loan portfolio of the Banl< or iB
combined capital accounts net of defened income tax, unbooked valuation reserves
and ofier eaBitd adiuetmer*e re+rird by tftc BSP, u**efser b b,s€r. The totel
unaesred dilEd and indircct bonowings of diledors and officers sfiail not exceed 30%
of the €grryata coilirg or the ol*stsnding dlrecUirdirect credit accommoda'tiona
thereto, ufrichever is lourer.

Gabgory Tnnsactions balance Tems Gondffions

DffiRl loans F

Feysleslh#.uar*,
interest bmring, casfl

l.E#L000 F t.sls,008 s Secured

Lsrm (h**urivr
201f,1 DOSRI Loanr of IIOSRI Loans)

Tdal outstarding DOSRI loans
fur€nt of DOSRI arcounts b total hans

Percent of tmsecurd DOSRI a@unts to DOSRI accounts
Percent d past &le DOSRI acmurrts to to&al DOSRI

a@rffi
Pererfi of nonperfonning DOSRI ac@urrtstobtal DOSRI

a@tnh

? {,5{3,(Xr6 ?
0.3t%

O.(XHe

0.007e

o,{x}%

{,54:1,(Xr6
0.3r%

0.0096
0.00%

0lx)%

2ff21

Category
*mmnffig

,bM{EB
Pq&wtindmnt,
ffilanq;casft

Arrptmt of
T,rapactisns Tenns Conditisrs

a08r DOSRI.Lo*rs

Related Party loans
(lnclusive of DOSRI

t-otrB)

Tor*q#ffiEDOER km
Percpnt dDOSHf accourGb btat bams

Percent of,unsecured DOSRI accounts to DOSFII ac@unts
Percent of pasfi *reDOSRlacotmts btotal DO$RI

accountr
Perrcnt 0f nmpsturning DOSRI amr$ b EtB[ mERl

accounts

tff,lgv F tg2,l&7
g.Wfb 0.0cf76

?

0.OOYo

o.00%

o.000/o

o.m%

0.00P/o

0.00o/o

The Bank aseostad thd DGSRI loar6 are irnpeind asof Dcaoc$er 31,2@2 and 2021. Toel albranoe br
tt€ffi bs8es rsco$taed ernounEd to r*t and ?t,8f 2, rcepecliwtr

2a.02DOSlBpore*
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RURAL EAIIK OF EAGAEAC([.V.], H$C,.

I{OTES TO FII*A}ICIAL STATETEITTS
DECEmBER gt, awt?AtrrD tr,zl
tn PLillppine Pe3a

2f..

Savings deposit ? 37,627,623 P 4,cr',3,960
21.0i3 ttg.I e.& f.rtc ctbsr rt& DOgRt
The Bank leases its head office and branches from its President and Board of D'rectors
with term of 2S-year contract for a monthly rental ranging from ?8,145 to P80,813 with
escalxtion darce as d$ermined ty bo& Farties.
24.0{ Remuneration of Key ilanegement Pottonnel
The key rnanagprnent sonpensdion as of Decer&er ?1,2A22 and 2021 is coraposed
oftrrefollut,ing;

. ,,. - ,- .. t3|8 &al

dEr Bhort-tsnn berEh t *,970llil.7 ? 4,526,901
Oirecilods fre I,ll0,(Xr0 838,.t75

F 5,486,G+7 F 5,365,376

The key managorrent corryerraalionb rholm ae pert of cqnpensdion anO *lrrye berefits under other
operating expenses account in the staEments of comprehensive income.
RETIRETE}IT BET{EFIT OBLIGATIOT{

Rspr$ilic Ad FA) Irlo- 7641 (tGvrt Retircment Law) took efiEct on January 17, 1W3.
Under the new law, the Bank is required to provide minimum retirement benefits to
qu#if;ed ret*ing ernflqteee.

The Bank has made iE own estir,rate af retirement beneffi 6&dhn irailagen€nt
believes that the eftct on the financial statements of the difierence betueen the
retirernent msts deHmirrcd un&r the cunent mefihod ud by tte Bank and the
acceptable acbarid valualion .is not.material.

As of December 31,2022 and 2021, the accurnulated balance of retirement benefit
obligaton amounhd to ?3,ffi5,9:i2 arldAA71,335, as disdosed in Note 19 which is
furded tV atirernent ftmd separ#ly held fiom the asets of the Bank- There is no
rsneasurcmentin the liability and asset.

Movement of retirement benefit oblioation is a$

afiu,{}st- ?s?1

Rc*iremcnt berrofft' obligation
Plin asets

? F*,21*,*E
(5,5S&,313)

8,378,3+4
(5,507,009)

p 3.695,932 ? 2571.335

?geginftlng edance
Retirernertt erperse
ReclassificatiOn

22
8,3r8,S*4 ?

31,3U
ea[,!s

7,901 ,372
622,961

? 9-29t1.245 P 8.378.344

trfiortemsrrt('f o#f"bBd{tt rslinxrrerrt ftmd is tr forltiws:

2,0/22 2fr,21

Beginning bahne
Cqttrihfiiqrs
Pavments

P 5,507,0@ ?
gt,0a*

5,030037
62,9S{

(145.9891

? 5.598.3f3 F
ALLOIITA}ICE FOR CHEDIT ADID TIIPATRIENT LOSSES
The tabte' belotr summarizes the movernent of'the account:

26.

8g

5.507.009



RURAL

Loans

2020 56,079,279
14,218,922

(19,495)
Bdanoe, Deefiiber 31,

202!
Provision

68 065;6t+9 28,100 *rT 1X7,:#

Balance, Decsmber 31,

g0

54,639,246
13,42e.,403_

32,5S 321,2312 1,O86,2[F
852,519

(4,495) (15,000)

75,5',r5,8t8 28,100 306,232 2,8*,t11 78,W*22
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RURAL BAttN OF BAGABAG .ft*.V,}, nitc.
TICTE$ TO FITS}ICIAL STATETE]'}TTi
DECEHBER 3T,2822ATD ffiNkrffifim,ko

*. PR€Vl8nilS, COI*TINGEI*T LnE[LtTtES AI{D CS{TllleElttT ASSETS
Provisions are re@gnized when the Bant has a present obligation, wtre,ther legal or constructirre,
as a resutt of past went, or wfien it is probab{e that the Bank will be required to setue the obliffion,
and a relfable estlmab oan be rnade of the amount of the obligation.

The folloudng are the significant commisnents and contingencies invoMng the Bank:
A) Ttre E tlk ls a plairffito varififi, cses arising frorn trte cdftsction suits pending in oourts fur

daims against its delirquent bonowers. The amomt cf loans ard reeivatiles urder litigation
arnq# ts Pl, 986, 7S srd F9,761, 252. o of Desnber 37, AAU dd 2A21, r€sfcdryely,
as disclosed in Note 12.

b) TIE Bark has no perdrg hgpl cases arisnlg from lb normal operdion that wtll putthe Bank
as defendant as a result of violation of bansactions against ils clients/ depositors.

c) The Eank had rm outstandiqg issuances of bark guarantee and ofrrer similar credit
irchtrnents that wiH putthe Bank into oHigation in case of non.c,ompliance by the buyer.

d) The Bank had no o*stanalrg outrvad and inurard Hlls for oolbc*ion at the end of the year.
Aslde fmm sfiated above, tle Bank has no other contingent accounb as of Decemfur 31,2$2.
and 2021.

29. g,E}*T8 trTEftffiEET{'Of IIIEfiEPORTfiG PEMT}
No evenb afier the end of the reportirg date were identified in these financial statements that
prsrride €R &rerre of cordt*rm tet sdsted at Ste reporting date (adjtx*ing etlar*s ffier reportiqg
date), ad that ale indicative of conditions that arwe afur the rcporting date (non.adjusting events
afier Uie Eporfirlg dab).

IO. APPROVAL OF FITIATICIAL STATETTEI{TS

Thse financia[ staternents for the year erded Decernbs 31, ?0?2 was ,approved and authorized
for,issue by the Board of Directors (BOD) on April 13,2023.

3t. Sil'PPLEIEiITAfiYfiFORH'TloilLUIDERRR'EIIUEREGUI.ATIOTII5"2OTO
Revernre Regulatton (RR) No. 21-2OAZ prescribing additionat pocedural and/or documentary
requirements in' connec{ion witft t}e preparation and sub,mission of financial stabrnents
accompanying income tax r€turns was amented underRR 15'2010. The amendment that became
effective on Oacember ztl, 201A requires the indusion in the notes b financiaN staEments,
informdion on bxes and licerre'fces paid or accrued during the year in addilion to wffi is regufted
under the Philippine Financial Reporting Standards and such other standards and/or conventions.

Belour arE fle additionalinfurrration rcquired by RR No. 1&2010. This information is presented
for gxspes 6f fdirl$ witr &e BIR anil h not a raedrd part of the bash firuancbl staErner,&.

C"ffi r€oelfi)tste(eaid
C"ros* recei$tax payaUrer

? 4sr&12i I
t3fq,0E!?

3,053,957
1,,126,785

? 5,T1B,{T? F 4,rw,Taz
3t.02Alt @iort{ational and Locat Taxes
At other tod atd ndtonal taxes paid ty the Bank and presented as part of operding. ereenses
for thc periods ended Decamber 31,2022 and2O2l consist of:

XB:T2 z{ra1
tl#,limal'tax:

Gres,ffieipfia ta(
Lowlfaxes:

Buskrcss pennit
Real property taxes
O&ers

P ,+szg,trf P 4,rw,Ta?,

3e{,675
47,2l,;1

43,507

455,W2
68,468

? ogf4$4 p 4,To45ts
St.mffigTares

92
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RURAL EAIII(,OF BAGABAA{ilS.}, I}8.
T{OTES TO FIITA}*CHL STATEMEHTS
DECETBER 31, 2U22 AttD 2Ut1
taWryffi,P'ffi

Expanded withholding tax
Vt/ithholtlirg tar on ffirrpensation
Hnd u#thoklinstax

P 12,753 P
12,173

16,129 r
191,097
t6at6,3

29,892
2V3270
{,74,X12S,178

? el3,t04 ? 373,380 ? C0q4'S8

Erpanded withholding tax
Withholding tax on cornpensation
Fir,d *ffrhokSrq* Elr

p 169,915
s,ffil

?92,297

14,394 P
9,175

IW,t4,t

183,439
108,2N
+71,#E

?

,372,

P 560,396 P ?92,714 ? 7e3,106
31.0{TexArcsmantr
The Bank has no outstanding tax assessrnents as of December 31, 2022 and 2021.
31.06TuCrcca
The Bank has no outstanding tax cases in any other court or bodies outside of the BIR as of
hernber 3 1, 20P'2 arld 2021.
SUPP"IEf,ENTARY I}IFORilATIO}I REQUIRED UIIT}ER BSP C|RCULAR NO. IO74
On Jaruary 8, 2020, the Monetary Board (trts).rtenH BSP Circdar No. 1074, requiring Bar*s
to include the addi.tional infonnation onfte fuflowing:
3i1,01 Basic Gluantitrtive lndicatuir sf Financial hrformance

2SA2 2421

Retum on average equ*y (ROE)
Re&m on axerage as€*s (ROA)

Net interest margin

OeUt+o-equity

Caf*tal adc$rasy ratio

Lererre retb

74.ggYo
4.5t%
0.90%

2.17:1

z4.qI%

25.t9%

11.71%
3.23Yo

9.59%

2.50,:1

21.41q/o

7,2.Wo
32.02 Cep$trl he&umentB bsrnd
Desription sf capital instrument issued by the Bank is disdosed in Note 20.

32.e3 $Uttificant Crcdit Eryuurirc
The Bank's concentration of credit as to industry/economic sector (net of unamortized discount)
are as foftotysl

24fr2 2021

%to
% Tierl

% lo Tiarl
Amouril Amount o/o

RGal estatc adivitbs
*W*E**tme,@ad
fishing
Activitias sf hou#tddas

ernptoyers ffid
undi&renti#d goods-at*
serYiqprodudng
a€tiuttiql of houeehol& futr
0$r uae

Wholesah atd {etuf1 1p6*,
repair of rnotor vehides
and motorcydes

Comsiltrcfion
Transportation and storage
Aceommodatbnard fuod

service acilivitftes
gtgidty, gr$, stea{n aild air-

condifoni1q suffi
fifrsrufadurtoE
Other seruice acilivities

88,614,914 17,42 51.70 79,y9,211 17.W il.49

t8{/|80,4{2

112,771,927

&,zlr'8r6
H;S8;*$$

2,919,167

{'fltrf$
t,t*I,000

e4m
2*.5{.8,A2

33.m

28.71

9.30
*:4
0.59

98.{7

85.rE

n.8
14.t7
1.74

154,035,U7

132,24,771

49,740,557
31,201,S7

2,673,111

1W.77

90.81

34.16
21.12

1.84

33.07

28.39

10.68
6.70
0.57

o.0r zs 2,534,909 0.54 1.74

0.23
0g-1
4.94

0.69
&05

71.*

0.35
0.11
2.*

1 .13

o.34
8.11

1,650,000

495,239
11.814.389

{s7,{09;771 {00.00Total

93

100.00

)a)1 Paid Accrued Totel

465 7?R



RUiRIL BAIIK.OF BAGABAG F}.Y.}, HgC.
I{OTES To FIT*AIIEIAL STATEffiEilTS
DECE[ftsER 31, 2A22A]|D 2fl21
Ft Pltilipfinn fir*E

The ffiPqneider$tieenentrelian of creditexbE when the btal loan expoeure tio a prticular industry or
economb ssc{or exoeeds 3096 of the btail loan portfolio or 1Ao/o of Trer I C+ital whictr is equivah[ to
?16,7*,74 en6"14,563,ffiE sof Dtcsnbcr 31,zgUl and2021, rlgpccttvoty.

1n3022. $e Bantcls aryosadhcdrishmncenea&m on rd €€Haecbtitixenatrdtlgb rnse than
30% of ihe total ban portblio. The Bank i.s abo cxposed to crcdit riek concsrtr.dian on red esleb ec*iuitlcs;
qgricrrlture forctry and fishirg; *tivities of hqrsehoE 6 Erplqus and undifbrcn{iated gmds-and-
servfr:es4roducing *tivfies of households fur own use; wfiobsale and retail trade, repair of mobr vehb.bs
and motorcye{es; constrl}cdon; and othersrvice ectivitieo amounling to rnore than l0% of Tier 1 Capital.

ln 2021. the Bank b expoeed to cr€dit risk oncenHion on real e€tate eciiyilica awntd*ryb,morethan
30%of tt€totel}caopodhlio- T'tEBsrfi iseerpmedbserlitrtskcorcernrdisr on redestebsctirrilids;
agriculture forestry and fishirU; activih'es of household as employers and undifierentiated goods-and-
services-productrq ac{iyilies of househoffiB for orn use; and wholesals and retafl tade, r€pair of motor
vdq*les ane m@cs amotm{*ngta morc $ar 10% of Tier 1 Capitel.
32.04 Brttldof,n of Tot l La)rn3

32&l-Ol As b,Seamtv
.As to securiry, 'toans afie ttaESfied

-dimunt):?rxur % wt %

Secured hans:

,t€d€sfisbE€(ffi
,Ghafr gl' grd "o&ar,,GolHeild

P {s$6,73?
4SC0,587

fi.#x 7

e38!5
416,157,912

4.2.t8,€00

s9'3606

0.9d,o/o

Tetal secured a44,{92i304 E0.35% 44,376,512 90,&7o

l'fitsaernsd 549{7/[70 1Ut5.* .l5,36rpEg +7{36

status

32.U,02
,4s b
Sfafus

Other ruri,cr.{tural cr€dit loans
ffut sfqprilpotGa
Smatl and medium Enterprt$e

losns
Agnartan refurn toans
futorldiide hill
S€ilar,1lbas€d
O&er pwposs

99,041,385 P
114,7sr,O10

u,749,7?4

9,45&555
34,882;108

p 30,957,050 P 129898,435
33,fiS,662 1#,9ffi,872

55,(n3,536 t 19,753,e00
4,396,628 te8t6,4g2
3,865;71'9 15$49,4O[
n7,1n s,729.67,7

xi,153,728 6,1,035,834

8,{19,S4
1'1,ffi;8$

and

? &[13*3;&}d ? tS&'d*B * €il+ffi&fr?4

Offteragh*trsd creffi kre
Flousing purpsses
SmaU and medium enbrprise

btrts
Agrarian rebrm loans
Mdbr rdride hrrt
Salary{ased
OftEr lx,.Eutrsest

? ?s€gt.s4
100,005,429
51,471,U7

9,898,693
11,&19275
4,OffJ,m7

e+575,rtffi P
33,410,538
45,249,717

12125.t,W,
133,,415,966
#,721,359

10,977,339
,6"3S3J>37

1,078,048
4,ffi,7fra

924,410
36,625,955

4,378,017
82.645.2116

"332.05lnfomet$on m Rd$d P$ty Lo.nl
lnbrmation on relabd partybans isdlrcloeed in Nota 24.
3:1.00 Aggrcgat! itmount of Eecund'Lirbilitricc rnd As.anPledgcd aa Secuiity
As of Dricgrtibcr x , Nn ailt 202t , th$6 warr fio asscts pbdgd ts s€curiv to riny sability .

32.07 Contingsmhe and Csrunitnsntr Arbing ftom Otr{elance Sheot ltems
Ag of Dqo+m0cr ?1, M ad ?e1, tr? Eard( tE no eorlirqpncie* and aonrnihnetrts aising ftrom qfi-
babnce sheetitems as described in Circular No. 1074.

94


