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DBP BUSINESS CONFIDENCE

His feet feel for minute =races on the wall whers he an plant
; ruding reck, making
® prepares his left hang te
&5 done it. He
us hands

dready sweaty fingers He checke
g “onfidently reachos for iNather hold: He
N0 15 within regch,

R

Entrepreneuria success, like rack elimt Mg, i5 & fulfilling yet
aemanding puirsui where succase figs nar just in one’s akiliy
but in the s rategic planring of every BN Bvery ot
and in the knowledge that wher S0 :
ahways sunmart that alleows voi 1o 20.0

Hware of the mportance of small ang Mmedium-sized enterprises
Lo the: rowth of the economy the Development Bans of the
Philippiries has, for decades become 4n 45SUNNE Dresence o
the Fiping entreprensyur ag i diligently provides Tinancial and
technical assistance 1o Brterprizes acnass 4 imduistries, This
has resufted to MarTy. SUECESs Sharine unfolding and somany
Mmore-abaut to happen

DBP knows that as 'ORg 25 entreprenelurs rerain confident
tHat suecess is within readh, the' nation 8 confident that propress
alsgy is.
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FINANCIAL Highlights

Orther Financial Information (In Milion Pesos

Past Five-year Data
[SER R e Lo Bilback s | seinlgee

| 2. Gross Income | &.626 6.4 14030 | 3,549
b. Met Income 2007 78209 32k 2445 | 549
c. Loans 128826 | 137,827 | 120028 | 82775 | 81328
d. Deposits F0.602 71089 50,753 36,438 37,404
e. Borrowings [IB737 | 118304 | 125970 | 141530 85615
f Resources 743,18 244874 | 212957 | 206,155 | 48,755
g Capital Funds | 33068 | 33024 | 25550 21481 19,241

* Ag restated
=* Parent only
LOAMN PORTFOLIO BY PRIORITY AREA {in Million Fesos)
Type of Loans
| Developmental
* Infrastructure and Logistics Development 23230
* Environmental Development 384)
* Social 5ervices Development 6,521
* Micro, Small and Medium Enterprises 15164
* Others
Construction 24025
Manufacturing 4498
Wholesale and Retall Trade 4026
Other Industries | 3062

Toral - Development T1466
Commercial Loans

+ Construction 45
+ Manufacturing 6558 |
* ‘Wholesale and Retail Trade | 425
« Others | 447

Total - Commercial
GRAND TOTAL B2041

Bankwide Loan Portfolio — Exclusive of IBCL TAS, UDSCL

Infrastrusture and Logistics Development
Ervironmental Developrnent
Social'Seraces Develapment

Mg, Small and Medium Enterprises
Orthiers

vesee

Manu f-].EtLII'I.I'lg
Wholesale and Retail Trade

Others
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MALACANAN PALACE
MANILA

Congratulations to the Development Bank of the Philippines for ancther year of accomplishrments!
Chr strong economic perforrmance in 2007, the strongest i 31 years, with the industrial, service and agricultural sectors all posting
substantial growth, would not have been possible without the solid commitment of the DBP to advance the priority thrusts of

the adrministration,

In 2007, the government conceived a "social payback” plan that aimed to improve the socio-economic conditions of the pecple
through greater assistance in infrastructure, public health, and education. It is heartening to see that DBF continues to align its
major strategies with our national objectives through its sustainable logistics initiatives and support for micro and small entreprensurs,
socidl services, and ermaronmental protection

I, therefore, wish to encourage the officers and staff of the DBP to remain dynamic and dedicated to the performance of your
banking services, Your work i your unigue and significant contribution towards our aspirations for sustained growth despite the

threat of economic slowdown in some of cur major trading partners.

| lock forward to your invaluable contnibution in building a truly prosperous and Strong Republic,

MAMNILA = Apnl 2008 ORIA MACAPAGAL-ARR

0 T . ™ " ™ -




Report to the President

Patricia A Sto. Tomas
Chairman

Reynaldo G, David
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Sustainable Logistics Developrment Program (SLDP), iberalzedoredit  [OTOP) Progrom. DBP teamed up with the Department of

Diear Madarme President:

W are pleased to present the 2007 Annual Pepart of the Development Bank of the Philippines which highlghts a melestone in the
Bank’s storied history — its 80th anniversary in the service of the nation and the Filiping pecple, The Report imparts a narrative. of
success, nat enly for DBP that has evalved as the unrialed premier development institution of the country, bt alsa for our clients

who have growm with us through the challenges and opportunities of a globalizing econormiy
E 5 B :

During its diamond year DBP gained headway i the pursuit of development programs that firmiy support the key prionty thrusts of
yaur administration, Buoyed by the country's strang economic fundamentals, robust growah in all major sectors, healthy fiscal performance
and continued investor confidence, the Bank and s clientele fiounshed in an environment conducive to development initatives and

DLSINess Expansson.

FANANMCING DEVELOPMENT

I 2007, the Bank continued ta track its development directions along  particularly the establishment of missionary routes. Interest rate
the following priority areas: Infrastructure and Logistics: Micro, Small  was reduced 1o /% pa;loan value on acquired vessals was raised
and Medium Enterprises; Social Services; and Ervironmental  to 73%; equity requirement was lowered to [0%: and vessel

Developrment. Of the PBZ.04 billion total loan portfolio, 80% or  dassification provisions were eased, These adjustments were aimed

P48.74 billion was channeled ta these sectors Total exposure to at activating the missionary routes that would open up the island
Infrastructure and Logistics represented the bigeest chunk with P23.23  economies to bigger markets,

billicr while loans 1o MSMEs aggregated PI 5.1 & billion, Outstanding :

loans to thie Sockal Services sector amaunted to P&.5Y billion and The incentives far missonary routes generated a number of
£

financing far Environmental Development was posted at P3.64 billion applications from operators particularly in Central Philippines. A
& b &

total armeount of P2.26 billon was released 1o |1 5LDP and shippng
The Bank likewise vigorously supported other development initiatives  projects in 2007,
with total baans of F23.7 | bilien, wherein the manufacturing sector
topped the fist with P4.5 billion in funding support; followed by The Bank's financing support for the RRTS and the shipping industry
wholezale and retail trade, P4 billion; and the construction industry,  wall be further enhanced with DBP's acquisition of MDC Maritime
P2.13 billion. Leasing Corporation. Financial leasing very well complernents
the traditional lending facilities already available to qualified
The wolurme of commercial loans repistered at PR.57 billon comprising:  aperators of the RRTS,
| 2% of total portfolic
Micro, Small and Medium Enterprises (MSMEs)
Infrastructure and Logistics
The Bank inttiated a new and effective mode of assistance to

The Bank's flagship project torinterconnect the archipelage, the this-challenging sector through the One-Town One-Praduct

sypportite the Boad Roll-on Rell-off Terminal Systerm [RETS)

2007 Annual Report



REPORT to the President

Trade and Industry (DT in promoting entreprensunal endeavors,
especidly in the countryside, through the prograrm,

Cificially launched in Decermber; the P2 billion OTOP credit facility
for lacal government units, overseas Filiping warkers (OPWs), and
MSMEs created instantanecds demand. By yearend, loan approvals
amointed to PIE million and pipeline projects located in the Mational
Capital Region (MCR), llailo, Zamboanga del Sur Leyts. Davac del
Sur; and Lanao del Morte totaled PAB.| million in fund requiremers,
The first availee was a Rizal-based handicraft enterprise with a loan
release of P& million while 24 DTI provincial offices referred an

addisonal 219 projects aggregating P 1 97.7 million.

The Bank conceptualized and implemented another new project,
the: BORO Truckers Finonong, designed to contribute to the country's
agribusiness growth through enhanced storage and distribution
capabilities. This program provided employment for OFWs serving

as drivers in Romo-accredited truck service providers.

DCBF alsa served as one of the major funding partrers of the Puhunang
Pangnegosyc parg sa Kawani ng Gobyperme program af the national
government which aimed to provide collateral-free livelihood loans
ta government employees. Under this program launched by your
Excellency, the Bank will provide whalesale loans to povernment

empioyes cooperatives and associations as retail institutions.

The Banlcs factoring facility continued 1o promote the Big Brother
Srmall Enterprise Program through the purchase of SupplierSME
receivables from accredited Corporate Buyers/Big Brothers, SMEs
in the manufacturing, construction, wholesale and retal trade, trarsport,

and communication industries were asssted, among others,

Tetal loan releases to MSMEs amounted ta P9.32 billion in 2007, of
which 74% was channeled to the countryside and the remaining
16% to MCR, These generated [47485 new jobs with 08,431
absorbed by SMES and 41,054 by micro-enterprises.

Environmental Development Program

As a champion of sustainable economic development. DBEP

07 L1 Development Bank of the Philippines

has embarked on numearcus projects for power and renewable
energy, solid and hazardous waste managerment, water supply and
sanitation, and pollution prevention and abatement. Total releases
to these endeavors amounted to F2.43 billion,

Linigue: ta DBP is s forest program that already totals 25 existing
projects conssting of 5,946 hectares of upland and coastal areas. The
program supports and encourages the forestation of open and
denuded areas through the plarting of high value fruit trees and
ather useful plant species.

In 2007, the Bark launched its reforestation project in Tarlac, a 275-
hectare plantation wherein five micro-enterprises have been tasked
to manage the plantations, thus giving job apportunities ta upland
farmers and residents of two municipalities. Also during the year,
the Bank signed a Mermorandum of Agreement with the provincial
government of Marindugue for the reforestation of identified sites
invalving watershed rehabilitation, fruit tree forest develaprment and
coastal rehabilitation,

Social Services Development Programs

The year was marked with new initiatives towards a better quality
of life for our stakehalders — the Filipino people. To reinforce its
poverty allevighion initiatives, the Bank conceptualized the DBP
Endowment for Education Program (DEEP), a nan-credit college
scholarship program for poor but deserving high school graduates.
fts “pay-forward scherme” enlists the scholars 1o contribute to a fund
after graduation, thus creating a virtuous cycle that will allow ather
studerts to avail of the same benefits, Addibonally, DBP will pay the
tuition of the scholars’ entire fouryear course, and will alse provide
their schools with funds to undertake improvements in facilties,

faculty, and curriculum,

Anather new prograrm launched during the year was the Sustaingble
Health Care fvestrient Progrom (SHCIP) that addresses the Millenniurn
Development Goals of the health sector. t aims to favorably impact
on the availability, accessibility and affordability of health infrastructure
and services in the country,




The Bank also created the Sustainabde Mariculture fnvestrment Prograrm
{(5MIP] to enhance the management of municpal marine resources.
The program is designed to persuade fisher folks to adopt sustainable
practices, thereby preserving the rich marine resources of the country
Arnidst dwindling returns from capture fishing, mariculture parks are
envisioned to meet the spiraling food demand in the country
Caormplementary to this, the provision of infrastructure in rmanculture
parks is expected Lo attract more investors to the business and its

broad scope of related activities.

Cither Key Sectors

In ity developrmental endeavors, DBP likewise financed other key
sectars with a total cutstanding exposure of F23.7 | billion. Of this,
the rmanufacturing sector was allecated P4.5 hillion; wholesale and
retail trade, P4 billion; real estate, P8 billion; and other industries, P72

Billior,
COMMERCIAL LEMDING

DBP continued assisting big corporate clients and major players in
the country's pursuit of industrial progress. The Bank's lending to
commeroial enterprises reached an outstanding amount of PF.58
hillkesn during the year, of which the manufactuning industry got the

bulk share of P&.A& billkon
| FiNAMNCIAL VIABILITY

The Group's net income for the year positioned at P27 | billion,
[eraver than the restated previous year's L83 billion, Mor-consolidated
return on equity was B.O7% and return on assets stood at 1. 1%

Gross moome reached Pl 6,63 billion, with P62 | billicn or 42% driven
by lending operations and PB29 billion or 54% attributable 1o treasury
aperations and foreign exchange profit, Said income & lower compared
to the P17.98 billonachieved the year before,

Met mcarme befare provision for impairment losses and taxes reached
P3.30 billion o | 7% lower than the 2006 figure. Operating expenses
of PR.&5 hillien for this vear was higher by P308 million cormpared

fiaaEEs T TR e T ____

to the F5.35 hilkon incurred in the previcus year,

Resources as of yearend stood at P243 18 billion, lower than
the P244.87 billion of the previous year Grass loan portfolio
of PI28.63 billion decreased by P2.20 billion from the PI37.63
billion recarded a year ago. Said reduction was on account of
the urwending of Unguoted Debt Secunties Classified as Loans
and matured placernents in the Bangko Sentral ng Pilipinas’ reversed

repurchased secunties and interbank loans.

Mon-performing toans (MPLs) rose by PS77 million or 19% higher
fram F3.01 ballion 5 2006 to P358 bilion in 2007, Consequently MPL
ratio increased by 61 basis points from 209% in 2006 to 2.7% this

wear

Liquid assets rose by | 1% ar P13.60 bilkon resulting in P136:44 bilion,
backed by higher placements on government securities and credt linked
nites (CLMN), Total deposits of FP0LE0 billion tapered off by P4ET millicon
against last vear's level of P7 109 billon, of which 78% was supphed by

government deposits and 22% sourced from the private sector

Total borrowings of P1IB.74 billion as of year-end 2007 increased
by P433 millian from the PLEB30 billon registered last year, OF said
borrowings: &1% was sourced frarm ODA funders, with the remaining
39% frorn nan-O0As,

Capital-to-Risk Assets Ratio (Basel || framework) posted at 22.05%
— significantly lower by 595 basis points against 2006, the resultant
effect of the irmplemmentation of Adpusted Risk-Based Capital Adequacy
Ratio covering Combined Credit Risk, Market Risk, and Operational
Risk {Basel |1) effective September 2007 as set out in the Bangko
Sentral ng Pilipinas Cireular Mo, 538,

OTHER INITIATIVES
Remittance Center
The year saw the Bank fast tracking its novel undertakings

towards enhandng the welfare of OFWs and their beneficianes,
Through our remittance products and serices. OFWs. were

2007 Annual Report



REPORT to the President

provided with concrete assistance in starting their ewn entrepreneurial
wventures. These nitiatives are in furtherance of government's

reintegration program for their permanent settlernent in the country:

in quick response to the need 1o address the declining value of the
peso and their hard-eamed earnings, the Bank introduced hedging
facilies for OFWs. namely: Peso Insurance which provides protection
e an appreciating peso and an upside to OPWSs in case the pesa
depreciates against the LS. dollar; and the Peso Protect which assures
O that upan maturity date of their forward contract, their income
in LIS, doliars is already fixed and protected from an appreciating

pes.

The Bank also mtroduced a new product package in partnership with
Smart Communications, Inc., the DBP Smart OFW i-MNegosyo
program, wherein OFWs are granted loans at concessional interest
rates 1o establish a mn-ntermet cafe and eam from e-loading services.
Anticipating the sectar's need far more livelihood financng, the Bank
prepared other livelihood-related financing programs to be launched
in 2008, for which a PI billion budget has been allocated,

Corporate Governance

The efforts of the Board of Directors to uphold the principles and
best practices of good governance were recognized once again this
year by the Association of Developrment Financing Institutions in Asia
and the Pacific (ADFIAP) which conferred its Cutstanding Carporate ! |
Gaovernance award 1o DBR

The impact of good governance is evident in the sound management
and stable perforrmance of the Bank, as DBP continues 1o uphold the
highest standards of productivity, competence, and service in the
fulfiltment of its develapment mandate. [

Madarme President, the past 60 years of DBP narrate a history of T [ ,
cataiytic and relevam developrment strategies, programs, and projects. }i ! l di |
Wi assure you that these will serve as a springboard for fulure i 1 | | I

i

synergies and growth that will help in the attainment of a better
quality of e for the Filipino peaple.

chk Sh.Tnm:.r Reynaldo G. David
Chairmnan Presidert & CFC)
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}/zl scon Statlement

We are the pre-eminent Philippine Bank for
financing development.

DBP is dynamic, environmentally responsible
and globally recognized.

Misscon Statement

To influence and accelerate sustainable
g economic growth of the country,
. DBP works with and through others
o attain its objectives, and ensures its viability

E




DBP and the Economic Environment

The Philippine economy expanded in 2007 consistent with predictions of “close to 7%" growth

if the government reined in debt and attracted more investments. Positive economic indicators

in 2007 included: increased public infrastructure spending; growing private sector participation

in telecommunication, banking and finance; the effective counterbalancing of the El Nifio phenomenon's

effect on rice production through importation; and the influx of discriminating investors who gave

more weight on long-term investment prospects vis-a-vis short-term election noise.

The Development Bank of the Philippines benefited from thes positive
econamic emaronment - where a stronger peso and lower interest
rates enabled the country to cut debt service payments. A large
violurne of remittances, a resilient agricultural sector strong consemer
demand, and better industnal pedformance despite weaker exports
ikewise contnbuted to DBP's financal performance in 2007, In tandem
with DBR the commercial banking sector likewise beneafited fram
the country's rermarkatile 7.3% econamic perormance in 2007, albeit

at a lower growth rate of 5% for both resources and deposits.

Cn an annual basis, the financial ratios of the commercial banking
systern reflected a slight decline in Bguidty and capital ratios. Liquidity
ratio dropped to 66% in 2007 from 7 1% in 2006 as capital ratio
dipped further to 24% from 28%. NPL ratios. however improved 1o
5% from &% even as the capital adequacy ratio stood strong at | 6%,
way above the 10% requirement of the Bangko Sentreal ng Pilipinas
and the BIS" 8% standard. Adjustments in these requirements reflected
the bankirg systerm's response to the demands of the new intermational
accounting standards and Basel 2,

In the investment scene, Moody's Investors Service upgraded the
country’s “stable” credit rating outlook to "positive”, prompted by
progress in stabilizing public sector finances and the easing of
govemment’s dependence an external inancing, However, it kept the
country's debt rating at four notches below investment grade, whike
Standard & Pood's and Fitch Ratings gave a grade three natches and

two notches bebow, respectively.

Fallewing this upgrade in the country's credit score, Moody's raised
its outlook for the foreign currency deposit and debst ratings of eight,
out of nine Philippine banks it montored in 2007, The favorable
economic ervironrment in 2007 likewise saw an uptick in the banks'
lending activities, albest at a slow pace. as well as favorable market
response 1o banks' unloading of soured dssets and capital build-up
activities,

Maoody's assigned a bank financial strength rating of D to DBP which |
transkates into a baseline credit assessrment of Ba2, This rating derives :

|
fror the Bank's relatively sound financial fundamentals and its modest,

T I : |

1'%

T T T < LTV AT T Tyl '
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but impresang, rigk management controls, Relatve to its ratngs outlock,
DEP's long-term forsign currency deposit rating was recently raised
to positive from stable, Fitch Ratings, on the other hand, assigned a
stable outlook on DBP's ratings given its sturdy balance sheet and

the considerable [kelihood of government support.

In 2008, natanal growth will likely moderate as the country faces three
rmajor challenges — the growing risks of a LIS recession, the rapid nse
of the peso, and the escalating price of oil in the warld rmarket. To
counter the impact of a LIS showedown, the government has bared that
heavy purmp priming will be a strategy. To ease the impact of ol prices,
the government has implemented a2 mechanism allowing a one-
percentage point reduction in ail tariffs. It is also looking at providing
WAT refunds for small power consumers and accelerating ‘open access’

and retall competition in the electric power industry.

Potential significant wrbulence in US financial markets expected from
tighter financial conditions resulting from the emerging sub-prime
credit crisis, could lead to higher market volatility and sk aversion
ir the local finanoal markets, Given the steady flow of remittances,
however, consumption growth is expected 1o remaln strong, This
could offset the negative impact of a slowdown in exports due to

the sluggish LS economy,

Though 2007's exceptional growth may be hard to replicate, the
growth drivers of 2008 — mining tounsm, business process cutsourong,

DFW remittances, construction, education — are expected 1o help

support and fuel the natianal ec

my. Developments in

the global emvironment may be the tiggest hurdle for the

Philippine econcery in 2008, but it is stll possible to mitigate

their acdverse impacts by stimulating the domestic econamy

and offering targeted programs for the poor while keeping

nflaticn in check,

As the country’s premier developrment financizl institution,

DBP has postioned tsell to take on a more dynamic and

pivotal role in the making of a Strong Republic. ts significant

gaing in 2007 have made the Bank both financially stronger

and betteraquipped to take on the development challenges

of year 2008

2007 Annual Report




2007 Yearend Highlights

Amidst positive developments in 2007, DBP continued to be the steady hand that supported various initiatives
that aimed to enhance the economic climate in the country in consonance with the priority thrusts of the
national government.

DBP’s noteworthy achievements during the past year include:

- J

L
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* The Bank was conferred the Crtstanding Corporate Gowvernance
award by the Assocation af Develaprment Financing Instiiutions
in Az and the Paclic (ADHAP) on May 10,2007 0 recogniion

af its sound governance practices and palicies

The ADFIAP award s the second recagnition that the Bank
received for its corporate governance program, It s alsa a
testarment to DBP's continuing effort towards fostering 2 culture
of excellence; ethics and comphance within the: mnstiution,

« DBEP and IMNG Bank served as Bnancial ackisors loe the penatization

of peothermal power producer PNOC Erergy Development
Corporation (PNOC-EDC), which was waon by a partnership
ted by the Lopez-controlled First Gen, Corporation at a bid

affer of P58.5 billion durng & putdic auctian.

The move 15 deemed as a major thrust to generate privale
seftor investrnents in the country’s energy program, which aims

to double porer peneration capacities from indigencus resources

such as geotharmal. bydro, solar wind, and blomass by

* To complement the national govermments super regions progran

DBF restructured its branch network into five super regian
management offices: Morth Luzon Agnbusiness Quadrangle
Luzon Lirban Betway, Central Prilippines |, Central Philippines

Il and Mindanac

The recrganization entailed some operational adjustrments in

35, as the Bank looked to efficiently address the

certaim an

develapment pricmties of each super region

+ Jnanefflort ta generate more Imvestments for priorty pr Erdrms

in theVisayas and Mindanao, the Bank held road shows in seven

ke cities: Cebuy, Davao, Bacolod, laile, Dumapuete, General

W] e e W

canga. During these road shows, DBP's

Sartos, and Zamb

oriarity programs were preserted to a diverse audience

consisting of top business leaders, local officials, and key clients,

DBP approved a P|.5-billion participation in a syndicated term
ey facility amounting to P4-billicn for the Bases Conversion

and Development Authority to parthy '-Ir'l.':!'.:'_' > the canstruction

of the Subic-Clark-Tarlac Expressway Praject. The project

kay companent of the Ten-Pairt Agenda of President Glona

Macapagal-Arroyo's administration that aims o connect the

Subic Freeport Zane in Bataan, the Clark Ecozone in Pampanga
and Tarlac City through a 93.7-km,, fourlane drvided tall read,

Once completed, the project will link the container port in

Subic, Zambales to Dicsdado Macapagal Imernational Airport

in Clark, Pampanga thus, helping make the country a majer W"

trans-shipment hub in Asia W the

AN SEMaces

rhanufacture, storage, and movernent of g

The Bank stepped up efforts to promote environmental protection
P I I

throisgh ts Cleaner Public Transport Financing Program that aims !
to help the public transport sector comply with the Clean Ar At
Through the allscation of PI-bilion to the program for wholesile
lerding 1o eligible bormowerconduits, DEP amed to updft the health __“
conditions of public transport workers, commuters, and residents
of metropolitan areas.

The Bank partnered with leading wirgless services provider

Srart Communications, ne. (SMART) for a prograrm that will

proeacie PV sriunitiens

= l'\.[-:_-‘,;";ﬂu:‘.:\. and -3"t||Tf|::|'.3!‘ug:_||"—_.|‘|i|’_‘. o

n the country, Called the "DBP-SMART OPW [-net Megosyo

ct will previde a Smart Bro Computer Station

BreErar e e
program, the prope

easy loan package to set up a mini-internet cafe under a

Pl -ballicn DBP financing
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DBP released a P1.6 million loan to Rizal-based CD
Handicrafts, Inc. under its P2-billion financing facility
being undertaken in cooperation with the Department
of Trade and Industry for the One Town, One Product
(OTOP) program.

The _I:;'IBP-D-_O.:" Credit Fa;{it}!'ﬁar lzcal governmment. units, overseas
Filipif workers, and micaSmaliand medium enterprises supports
them@tional governmentSMBRUSE of promoting entrepreneurship
partigtlarly in the countFRSEERRIBF s partnership with the DT for
the CHOP program aims fibte entrepreneurial endeavors in
the regions through the GSESERIEE i1y available raw materials and
infirent human resources aRdithe process, Spur mane econamic
activity and job opportunities in the provinces.

%>

- - s ;
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« [IBF announced the establishment of 20
missicnary routes that will complete the
4% road roll on-roll off (RORBOY) routes
under the government’s Strang Republic
Mautical Highway project. These routes
are composed mestly of honzontal
conrections that complernent the existing
vertical connections — the Central,

Eastern, and Western seaboards,

project ocated i Maririd Jue

shed rehabilitation

The project c a 300 2 dres in g water
fruit tree f :development. and coastal rehabdlitation. The bepeest in terms

af land area, this DBF For oroject 5 also the larg

st single proposal that

thie Bank received fram any local poverniment unit

DBP and Gesman developrment bank kKivy a £50-milian loan agreament

for the Sustainabie Heatth Care Investment Program (SHCIF) that airms to furthes

encourage private sector investments in the country’s health care system,

he SHCIP focuses on the establishment of prmary health care facilities, mainly

medical climes, i areas where there are high incidences of marbidity and mortality.
Az a corporate social responsibility (CSR) initiative, the DBP Endowment
for Education Program (DEEF) was launched to provide financial assistance 1o
qualified and deserving high school students who wish 1o pursue college studies
For its initial run, DEEP is assisting qualfied scholars who will take up Mursing in
selected partner schools

DBEP was tapped as lead .underwriter and issue rmanager for the B2-bilion
bond issue of the Philippina Parts Authonty that financed the country's port

modernization program.. Proceeds of the fiotation will be used for the modernization

af six priorty ports including the newly-constructed wharf in Cagayan de Cho, the
Sasa Wharf port expansion, lloiic Container Port Complex, and a wharf in Ozamiz
Criertal. Proceeds will also be wsed for the second phase of a whar! expansion at

Zamboanga, and the expansion of the General Santos City port

DBP granted a F2-billian term loan 1o the provincal gevernment of Canarines Sur
to support the various priceity intiathes of the LGU, including tourism and infrastroctiire
development. The term loan faality will enable-the Camarnes Sur provnosl government
to fast-track vanous community development projects as well as tolnsm projects in

. [}
Lake Bubi, Mount lsarog, Cararmean lsland, and the provincal capitol of Pili, )

DBP offered a P50C-million’ ermnibus line facility to assist Mindanao-based lfarmiers

ting 1o the planting of bananas, The facility airms to improve the living

irterestad in st
conditions of farmers based in Mindanao, as well a5 promote banana prodicton in
the region especially since the country is projected to register the highast export
grenath rate of the said frot crop in the nest few years,
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Consolidated Resuits of Operations

et

Previcus years

acame far the year postoned at F271 bilion, lower than the restated

F2.83 mllion. MNen-conschdated return on

eouily was 3.07% and return on assets stood at [ 15

Gross income reached PHEET tallian, with P&9 | billicn ar 43% driven
by lending operations and PB.F% bilbon or 54% attrbutable to treasury
operations ard foreign exchange profit. Said income 5 lower compared

to the P17.98 billicn achweved the year before

Metdncome before provision far impairment losses and taxes reached
P390 billion 'or |73 lewer thanthe 2006 fipure, Operating expenses of

P55 billion for this year was higher by P306 million compared to the
P535 billion incurred in the previous year,

Consolidated Financial Condition

Resource: as of yearend stood at P243, 1 8 billion, lower than the B244.87
billiary of the previous year Gross boan portfalio of Pl 28,63 bilkon decreased
by PR20 beon frorm the P 37.83 billion mecorded a vear ago, Said rediction
wias an account of the unwinding of Unguoted Debt Securtes Classified
as Leans and matured placements in the Bangko Sentral ng Pilipinas’

ressarsed "‘.'!r".IIT'I'..iS.F'_.-:Z securties and interbank loans

Man-perdforming loans (MPLs) rose by P577 million or 19% higher fram
P00 billien in 2006 to P58 billion in 2007, Consequenthy: MPL ratio

Increased by &1 basis points from 209% in 2006 to 2.7% this vear,
Leyuid assets rose by | 1% or P1240 bilthon resulting in P 38.44 billion,
backed by higher placements on govermment sacurities and oredit linked

nates (CLMNY, Total deposits of PP0A0 bilion tapered off by P48 million

apainst last year's level of F71.0% bilion, of which 78% was supplied by

government deposits and 23% sourced from the private sector

Total barrowings of P| 1874 Bon as of yearend 2007 increased by P433

rrallion from the PIB.30 billon registered last year Of said borrowings,

& 1% was sourced froe

DA,

v DA funders, with the remaining 39% from non

Capital-to-Risk Assets Ratio: (Basel || framewark) posted at 22.05% -
significanthy lower by 595 basis points against 2006, the resultant effect
of the implementation of Adjusted Risk-Based Capital Adequacy Ratia
covering Combined Credit Risk, Market Risk, and Operational Risk (Basel
1y effectve September 2007 a5 58t out in Bangko Sentral ng Pilipinas

Circular Mo, 538
SUPPORT FOR PRIORITY AREAS 48
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In 2007, the Bank accelerated I%S@Wm Cﬁ‘)ﬁﬁe
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following priority. sectors: Infrastructure & Logistics, Social Services, |
Emaranmient, and Micro, Small and Medium Enterprizes. |

Enviranmental Development Programs

Dernonstrative of its commitrment o envirenmental management and
conservation, the Bank implemented several finanong programs in support
af emvironmerital propacts, the most n number ameng the Bank's four
pricrity development thrusts. These invelved power, renewable enargy,
sald and hazardous waste managerment, water supphy and sanitation. and

pollution prevention and abatement projects
Fower & Renewoble Energy

As of 2007, the USE |0 rillion Rural Power Project (RFF)

!r"’-::-gl'al‘l': Loan {APL) | had been fully committed and & expected to be

Adaptable

fully dishursed by 2008, Releases to nine approved accounts amounted
ta P340 milion for a 76% utilizaticn rate. These accounts were 1o two
rini-hydro projects in Bohol and Romblan with combined capacity off
34 megawatts, two conventional power plants m Masbate and Palawan,
four power distribution projects for electric cooperatives in Bataan, Agusan
del Sun Batanes and Samar, and a solar power project providing 57 solar

horme systéems in Laguna,

e e———— o ——




Diuring the year; the Bank completed the Project Evaluation & Endarsemert

Report of 23 power prjects, at an estimated loan amount of P36 billon

Of these 23 projects, 14 are renewable energy projects for §3MW

capacity with an estimated carbon emession reduction impact of 124011

tons per annum, These pipeline projects prompted negotiations for

LISH40 million additional financing under RPP-APL |

To address a camman barmer encountered by most renewabée energy
proponents, the Bark set up a Preject Preparation Fund (FPF) that

provided financing for project studies, detailed engineering design and

similar preparatory work at 2ero nterest for a maximum amount of P3
millson., o2 5050 debtfequity shanng, payable in five years,

Furthermiore, the monetization ¢ t-al the carbon credits from

privjects funded by DBP redound to their pr wiers, Whils

B transaction

DBF and ts funding partners cover the

awners partake of the proceeds which will be appled against

AMCEUZaion f:-‘. their loans B QrOCeeds oS! the armount

paxd at regullar intervals o warten the amorbzation pe Either

wiy, these serve to enhance the wiability WIIErs

DLISMes5as,

Sustainable Logistics Development Program

DBk flagshin project to interconnect the archipelage — the Sistainable
o Bevelopment Program (5L0DP) - liberalized credit suppert to
dE

Polliitian Contral and Abatement

[ support of poliution control effocts, four prosects amounting to P435EZ
million were approved in 2007, Loan releases as of vearend 2007 reached
F147 bilion covenng projects that contributed to air and water pollution
managemeant, Cleaner Fll'f?di.i\._. on. conservation of resources such as water,
energy raw matenals, and the like, and projects that improved cooupational
health and safety in the workplace

C fimate C hange

Management formalized the reactvation of the Climate Change Unit by
approsing tea insttubional arrangements that would allow eligible projects
1o get cash value for their contributions towards the matigation of global
warming. The assistance involves DBP's registration of projects with the
Clean Development Mechamism (C0M) through bundling ar the Program
of Actiities (POA), Megbtiations for an institutional tie-up with & UK
company for the processing of carbion credits of a bundle of mini-bydro
projects began in 2007, Similarly, registration of POA for future mini-
hydropower plant projects was initiated last year Both approaches
consalidate finanoal rewards from the COM for the benefit of smaller

projects,

SEmEAT T R ..~ T — —

fts' Road Roll:on Roll-af (RoRo) Terminal Svatem (RRTS) component
for missionary routes in 2007, Interest rate was brought down to 7%
pa loan value on the acquired vessel was raised up to 759 equity
requirement was lowered to [0%; and the vessel dassification provision
was eased. These adjustments were implermented to activate the

missionary routes that woulkd open sland economies to bigper markets

These incentrees for mssonary mutes generated a number of applications
from operators, particularly in Ceatral Philippines, Loan approvals
for RoRo vessels in 2007 alone involved five projects in Santander

(Cebu) to Sibufan (Megros Oriental), Jagna (Bohol) to Camigun [siand,

Cawayan {Masbate) to Daan Bantayan (Cebu), Maasin (Leyte) to

Ubay (Bohol), and Guinlungan {Megros Oriental} to Dumanjug

{Cebu). Cnce operational, these nautical highways are expected
to accelerate the integration of cuthying istands to their regional

centers of commerce, trade and travel,

A total amount of P226 billion was released to | | 5LDP and
shipping projects in 2007, among which were new tankers to
camply with the double hull, double bottom requirements that
wiould take effect in April 2008, Funding suppart to RoRo

and shipping projects is expectad to gain more headway with
the Bank's acquisition of the NDC-Mantime Leasing
Caorporation {MMLC), Leasing will complement the Bank's

2007 Annual Repart
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traditiznal lending faclities already availatde to qualfied project proponents
[o further encaurage irmsestments in the country's Road RoRo Terminal
System, the second run of the "Ready, Set, RoRol” DBP Intersland Race
wits Neld from Decernber | | 1o December 15, 2007 The evert promoted
the RRTS as the national government's major transportation and

nirastructure program for both business and domestic townsm, The

awciting adverture race kicked off in Cagayan de Cro City and took the
participating tearns to stenic destinatons in Ozamis Ty, Mukas in Lanao
del Morte, Dapitan City Durmaguete City, Bacolod Tty lioilo: Crry: Caticlan
in Aldars, Boracay, Rowas in Oriental Mindors, Catapan City Batangas and
Hanita. The E.".‘Ef"ltﬁﬂ"ﬁ!ﬂ' I“Eh‘hfmt‘.tm wital rale of the RRTS in efficiently

facilstatir e

Social Services Development Programs

Contrary 1o a perception that the strong growth momentum of the

XS BLONOTY N the past ferw YRS had not achiewed the expecied

‘trickle down effect,” DBP approved three programs in 2007 under the

priceity developrment drea of sooal seraces These new financng programs

Were Jes directly to the need to enhance the qQualy

of e and weil-being of the underprivileged in Philippine society. These

ms are ready 10 go on stream in 2008,

Jousing

The Develaprrent of Poor Lirtan Communities Sector Project (DPLCSP,

a facility fraom the Asan Development Bank, was mobiized to respond

to the howsing needs of the informal sector n cities outside Metro Manila,

In 2007, DEF succeeded in sufficiently deepening its institutional linkages
ter brghlen the prospects of the DPUCSE At the outset, the Monetary

Board of the Bangeo Sentral ng Pilpuncs (BSP) approved the DBP Housing

Microfinance Loan Product Manual \With this approval, BSP effectively
formalized credit support by the banking systern for housing in the infarmal
sector This maove would open up mone actve participation in the DPUICSP

by microfinance banks.

Additionally, with the Pap-IBIG Fund’s intensified marketing actevities and
push for sveiment of its mdridual housng loan programs, private developers
soon realized that catering to secialized housing activities for Pap-lBIG

Fund take-out could be fast-tracked through the DPUICSP

The areater invobeerment of loca povernment units, banks and private

ractors = key to the successlul mplementation of the DPUCSP These

nients augur well for the stronger performance of socialized
houging activities in the country
stment Program

Sustainable Health Cere

The Sustamablaiebit Care lnvestment Program |

Millermium Development Goals of the health sector [t aims 1o "r'pud‘ ' '
on the availability, accessibality and affordability of heatth infrastruciune and| |
services n the country it focuses attention on the provision of prmary
health care, the erstwhile role of rural heatth units and public health

seryvices of local BOVErMIMENT LINTLS,

SHOP responds 1o & welter of neads in the health sectar, from the adeguacy

of primary facilites and availability of health personnel, to the affordabiliny of

miedica! services and medicines, Its prmary focus, howe & the mestoration

of farmily and community clinics in countryside areas to pursue disease

prevertion and weliness Addivanally, clincs serve as “gatekeepers’’ so that

anity those patients that require the  attenton of specalists need seek highep

text that SHCIP

leagel of rress

al attenbion and hospital services. it & in this oo

addressas the need to provide continuing funding support for the upprade

of ha S tals since they are the apax _.: an E"}E‘(_'_I'L'E hegith care referral system.,

An irvestrment area that SHCIP bopes to encourage and promote irtobhes
business solution companies that cater to the health sector — encampassing
possible outsourcing areas in hospital and health service provision such
as hospital management, computerization, Vanouws management services,
common facilities and the lilke, With this broadened scope of health care

facilities and services that SHCIP is posed to support, the program hopes

to encourage more health services entrepreneurs, counting doctors

nurses and midwies among them.




Marecwer: the setting up of the SHCIP advisory committes that includes,

amang others, the Department of Health (DOH), Department of Interics
and Local Gevernment {DILG), P ippine Health Insurance ‘:._.-Z:ll'!.:ll:.'-"'-lllt_'-'l
(PhilHealth}, Municipal Developrent Fund Office (MDFO) and DBEF 1=

expected 1o result in a more effective mbonalization of the health ectes

Sustamable Marc

e nvesiment Progmam

I ronsed management of municipal marine resources 5 50 .i:r;'ll 1o be
addressed by the Bank's Sustainable Maricutture Investment Program
(SMIP). It is designed to encourage fisherfolk to change their practices
{ towards preserving the rich maginesfesounges ifih<gountry. With
' dwindling returns fm?'r-'fﬁp'.u’e Iis.l'nng the response to the country’s

F wing food demand liss in mariculture parks.

| The provision of infrastructure in manculture parks i expected to ifvite
investors 1o plough roney o this busness and a broad scope of related
activities: A moonng system and floaters in well-delineated zones in

municspal waters constitute necessary preparalions fior .E:."'Li'h- 0Lt actiities

With these in place, investors are encouraged to participate in this

endegvar and install nets, broadoast the fish mes and operate grow-out

capes. These operations require support and ancillary services such as

hatcheries for the fries, feeds, nets, cold starage an

transportation

For greater effectivity 5MIP needs to catalyze the greates invobeement.of
the vanous players and stakeholders in the mariculivre park business
Amang them are municipal gavernments which have jursdiction over
the marine resources, the grow-out investors and the myriad small
entarprises that provide vital support services, These nclude the suppliers
of fries. nets and feeds to the mone capital intensive businesses e cold
storage and transporl. The more important challenge, however, is how
the local fisherfiolk can be granted access to the business opportunities

offered by manculture parks.

Support for Micro, Small and Medium Enterprises

The Bank maore vigoroushy pursued efforts 1o

and medium enterprises (M3MEs) through an array of programs
catering to the entreprensunal pooe Total loan reeases (o the sector
amourted 10 P9.32 bithon, of which 74% was channeled to the

countrysde and the remaining 26% to the Mational Capital Region
jobs with | 05431 absorbed by SMEs

5, Az of year-en

These generated |47 485 new

and 41,054 by micrg-anterp outstanding loans to

the MSME sector amounted 1o P15.1 & billian,

Factorng Faciling

St -
) . e
iinder its Factaning faclkty the Bank prometed the Big Brother-Small Enterprise
Program through the purchase of Suppliers-SME receivables from adredited
Corporate Buyers/Big Brothers, SMEs in the manufacturing construction,

whotesale and retall trade, transport and communicaton industries, amang
aothers, wera assisted in the total amount of P35 million
7

Ona-Town One-Product (OTOP) Pragram

20 plleon credit facility for local povernment units, overseas

The {J
Filizing wiorkers and micro, small and medium erterprises (MSMES)
was officiatly lzunched in Decermnber 2007 1o encourage the growth

of entrepren particularly in the countryside. Demand was

instantaneaus as loan appeowaks reached PIE millon by yearend n

favor of 2 food processing comparniy in Cavite. Six pipeline projects
in the Mational Capital Region, lloilo, Zamboarga del Sur; Leyte, Davag
del Sur and Lanao del Morte alse totaled PS8, million m fund
recuirerments. Rizal-based CD Handicrafts, Inc. was the first availee
with 2 loan release ‘of PLa million, An additional 219 projects
agpregating P197.7 million were referred by 24 provincial offices
from the Dapartrment of Trade and Industry (D7)

DBP teamed up with DTI for this program that aims to
promote entreprensurial endeavors in the regions thraugh
the use of locally avallabie raw materials and inherent human



OFERATICMNAL Highlights

resaurces, The local chief executives of each city and municipality 1ake
the lead in idertifying, developing and prometing a specific product or

service which has a competitie advantage.

The CTOP program models a creative and effective way of reaching out
to the countryside to assist MSMES in increasing productivity, creating
jobs and raising incomes, thereby enhancing the welfare and quality of

life of people in the regions ard previnces.

RORC Truckers Finoncing

o the growth

5

'ibmcﬁ?mnﬂbirmes

The program specifically targets fast-tracking the growth of the meat. crops
poultry and fishery sub-sectors through reduced fogistics cost from farm
to ports and to the final markets and the decreased post-harvest quantity
and quality loss in the supply chain segrment. The program strengthens
linkages with agncuttural producers and distribution chains and targets
a higher income for farmers through faster turnower of sales arsing from

timely delnvery and improved quality.

In suppart of OPWY employment, DBP approved total loans of P199.3
million for four RORO-accredited truck service providers emploving

farmer OFPWSs as drvers
Government Livelthood Program

DB was pne of the major funding partrers of the "Puhunang Pangnegosyo
frara sa Kaward ng Gobyerno” program of the national government that

A to. provide collateral-free lvelihood loans to government employees

The Bank, along with People's Credit Financing Carporation, Land Bank: of
tha Phil

and Small Business Guarantee Fnarce Corporation, will provide wholesale

pines, Quedan Corporation, MNational Livelihacsd Support Fund

laans 1o govermment empioyee cooperatves and associations as retail

21 ﬂ Development Bank of the Philippines

institutions. Latnched by President Glona Macapagal-Arroye, the lending
facility ercourages all govermment employess o become micro-erimeprensurs,
Livelihood loans from a mimmum of PS000 to a masimum of P150000

rmay be avaled of by government employees from this new credit window
OTHER IMNITIATIVES
Remittance Center

Recogrizing that remnittances can substantialy contribute to ratioral developme
DEF enlarged ds gobal reach to tap the grovang OFW market. In 2007, the
Bank offened corrpetitive remittance products and services aimed at encouraging
- OPWsither bc':iydarim and dependents to start small- or medium-szed!

complemai e sion

that aims to pregare t

The DBP Remittance Center has provided overseas Rliping workers with
a secure, fast, efficient and refiable means of remitting their hard-earned!
rmoney 1o their beneficianes in the Philippines through the DBP Electronie
Cash (EC.) Remit Prograrm. The program adopts a combination of
electronic-tased and traditional business models including virtual paymerits
and credit/debit card facilities,

DBP alsc deepened s global footprnt with the inauguration of the
Femittance Center HE, Ltd. on September |, 2008, The satelite office
opened DBP's doors to an estirmated | 20,000 OPWs in Hong Kong and

neighboring oties specifically Macau and the Shenzhen area

Since a rermittance business pnmanly requires an efficient collection systerm

overseas and a quick and secure delivery system through subsidiares,

correspondent banks and rermittance companies operating in various
OFW destinations. DBF established a network of 45 tie-up arrangemens)
with owerseas remittance companies in vanous countries and partnered
with rural banks, non-bank business establishments and reputabie
pawnshops, |




Towards the end of the year, the Bank offered the et Negosyo program
in partrership with Smart Communications. Through the program, CRWs
may be granted loans of up to P45,000 at very low interest rates, The
loan package mcludes internet connection, a- desktop computer and
mobile phone to erable the OPW families to establish rini-internet cafes

and also earn from e-loading servicas.

Peso

Insurance and Peso Protect. These innovative products constituted the

I 2007, DBP hkewise introduced twao retail hedging facilities

Bank's concrete response 1o the national government’s call to address
the clarnor-of OFWSs for assistance amidst the declining value of their
hard earmed earnings, parboularly those denominated in LS. dollars or

sectors and subsectors and contnibuted to sustanable developrment
through s pivotal role in foreign funds sowncing and establishment

of robust lending programs

Thee Banlk has scored significant midestones in its pursuit of brosdening
the reserve base for ODA, funds that would lend financial support
tey nvestments, particularly n emarcorment, infrastructure and logistecs
social sernces and enterprise development, These imvestrmant areas
are supported by DBFS principal funders, namety the Japan Bank for
Imternational Cooperation (JBIC), Asian Development Bank (ADB),
Warld Bank (W), European bwestrnent Bank (EIB), Mordic Investment
Bank (MIB), Swedish International Developmient Agency (SIEW) and

the German, governmedt-owngd developmient bank, Kreditans
: 10

i

deprecation against the LIS dollas’On the ather hand, Peso Protect assu
CFWs that upon maturty date of thesr forward contract, their income in

L5 dollars s already fiwed and pratected from an appreciating peso.

The Bank continued to hald briefings at the Cverseas Workers Welfare
Admirestration (CWAWWA), Philippine Overseas Employment Administration,
Manning agencies, employrment companies, non-government organizaticons,
and other proups and associations to disseminate information on its

products and services directed at OPWs,

DRP lfewase sought the approval of the Banghko Sentral ng Pilipinas, the
Department of Finance and the COffice of the President of the Republic
of the Philippines for the establishment of free additional subsidianies to
cover other regions and broaden its global reach, and 1o supgort its be-

ups/correspondents and agents servaoing OFWs,

Mareower, the Bank packaged maore [velihood-related financing programs
for OFWe and their dependents to be launched in 2008, setting aside a
budget of P1 billion far this purpose;

Fund Sourcing

Chver the years, DB has promared the global competitiveness of pricety

draERenS s T T . e 0000

e

A maor accamplishrnent in 2007 was the conclusion of the Sustainabie
Health Care Irmestment Prograrn {(5HCIP), 2 P228 bilion fadiity conferred
by KW Bankengruppe. The program, aligned with the Medwm-Term
Philippine Devalopment Plan for 2004-2010 as well as the Milennium
Developrment Goals, imtends to shore up irvestrments in bealth-redated

education, medicing production, and research and development

A number of loan facilities were under negotiabion in 2007 for
projected avalability in 2008. These include the Industry Support
Loan Project and Ervironmental Developrent Project fram |BIC
and the USE40 millicn Additonal Finanang Loan of the Rural Power
Project APL | from WE,

Corporate and Investment Banking

The Bank's marketing sector continued to strengthen its loan
portfofic and to improve revenue streams, resulting in a net
incomeof P23 billon ora |22% realiation rate vis-a-wis the
P1.B3 billion target for year 2007, This is notably 15% higher
than last year's net income of FL01 billon, With a clear

focus on the Bank's priorty areas, koan approvals increased

2007 Annual Report
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by FB% 1o P36.03 billion. Total approvals reached P41 48 bifllion while
|an releases totaled PBIA5 bilion, a realization rate of 171 % against the
P47.84 bilbon target. Among the pricrty areas, the ervironmental sector
registered the highest increase of 99% followed by infrastructure and

logistics with a growth rate of 88%,
= =,

Lardmark deals in 2007 included the securitization of Stradcom
Corporation's future recenables from the Land Transportation Office
that marked the first successhul securtization deal under the Securtization
Act of 2004, DBF was also selected as a financial advisor to the Philippine
Matienal Oil Company for the full privatization of PNOQC Energy
Developrment Corp (FMNOC-ECC). The sale of the 60% equity intersst

in PNCQC-EDC to the winning bidder generated F58.5 billion for the

i e (e &R
PR R L e

govenmert, a ded! considered the secand bepgest privatization transacton
in the country to date.

DBP also arranged and extended a P14 billion term loan facility to Star
Infrastructure Development Corp. to partially finance the construction
of Stage Il Phate | of the Southern Tagalog Arteral Road (STAR) 1ol way
Further, the Bank fead arranged the USE380 million credit facility for the
S Aboitiz Magat Hydro Electric Power Plant acquisition and renabilitation.

the government as mandated by the Electric Power Industry Reform Act
(EFIRA). Furthermore, DBP provided a LSS0 million Standby Letter
af Credit to DMC-MPICWater Co. ne. to partially finance the acquistion

of the 83.97% equity interest in Maynilad Water Services, Inc.

During the year, the Bank was underwriter and bondholder for P250
midlion in Stradecen Corporation’s P16 billion Special Purpose Trust LTO-
IT Agset-Backed Bonds lssue. DBP also served as underwriter for Filirvest
Development Corp. and Filinvest Land Inc's F275 hillien Corparate
Mlotes lssue, itwas also joint lead issue manager and underwriter for the
P20 billion HEMF Pag-1BIG Housing Bonds, proceeds of whach wall make
funds availabie for housing leans of around 4,000 Pag-1BIG members
DBF was likewise lead issue manager and underwriter for the P20 billion
Fhilippine Ports Authority Corparate Maotes that provided funding for
the modernization, expansion and development of Philippine ports n

line wath the updated 2006-2010 Mediurn Term Pubhe Irvestrment Program

Maoreover, DBEF acted as selling agent for the ssuance of the Republic of the
Philipines August 2007 Retad Treasury Bonds (RTBs). The esue beld matunties
af three years and fve years, and carried coupon rates of 688% and 7. 13%,
respectively BTEBs form part of the national government’s savings mobilization
program, making government securities available to small imvestors.

Financial Institutions

The Bark's wholesale lending program for partopating financial irstiations
(PFls) faced unrelenting challenges wrought by market conditions that
ereated high liguidity in the banking system. WWith its activities subdued

S s

partrers was conceptualized to further promate the Bank's presence in
the countryside.

Im 2007, whiolesale loan approvals reached P42 billion of which P3.6 billion
were refeased during the year In accordance with the Bank's countryside
developrment mandate, barely 3% of the funds were channeled to the
Mational Capital Region. The bulk was dispersed to various regions,
particularty Regicn & which comered 40% of total refeases, Industries
ﬁ1rr}ng|}- assisted weare rranapi:.\rTar.n"u T[OI'.EEF_" and communications,

petroleum and coal and micrcfinance enterprses

Whiolesale banking-microfinance registered a 73% increase i loan releases
to PBO3A4 1 million, attained in partnership with 39 conduit banks and

non-banks.
Treasury Operations

he Bark's Treasury office achieved remarkable net gains of almest
P4 billion from fixed-income securties operations, income on Trading
Account Securities loans and Unquoted Debt Securties Classified as
Loans and profit from the sale/redemption of investrments,

DBP's Treasury office also secured approval from the Bangko Sentral rig
Pilipinas for the Exporter's Hedging Facility through cutright USCHPRP

23 {3 Development Bank of the Philippines | |



Forwards, Peso Mon-Deliverable Forwards and Peso Currency Options.
The facility aims to help exporters hedge their US Dellar inflows against

the strengthening of the Philippine Peso. Two products were offered

under this facility — B4 Insurance and Forward FX Rate Protection. Total
outstanding transactions amounted to USE5.61 million with 21 accounts
[BFs OPW Hedging Fadlities — through the USDYPRP MNon-DCreliverable

Forwards (MDFs), LISDVPHP Currency Options and USEYPRP Outright

Forwards — were made available for OPWs who intended to hedge ther

foreign exchange risks. The Bank will ersure that the MOF and currency
options are appropriate and suitable to the OPWs hedging needs. The
facility was approved by the Bangks Sentral ng Pilipinas o December

i 12,2007,

Mew accounts during the year involved such services as escrow
E ;

agent, trustee for Mortgage Trust Indenture for 2 P4 billion loan

of & Bank client and as the Special Purpose Trust in the P& biflion

LT-IT Asset Backed Bon

Asser Management

The Bark's asset management office focused its efforts on the dosing
actreities of the Bulk Sale | of Mon Performing Assets — MPLs and

ROPAs. DBEF's MPA portiolio of P2.64 Dilhon

billion MNPL and P3.73 billion ROPA

comprsed of P3.73

was s0ld 1o Lehman Brathers

Asian Imvestments, Limited under the October | 6, 2004 Asset Sale

Purchase Agreement (ASPA)  As of December 31, 2007

! i T
The Reverse Rep

rot subject to reseryeifequirement and documentary stamp tax and

rehase Agrpsment was lkewise lunched & product

which provided yieid enbancerment o the Bank

Trust Services

£% increase i

1 partfolio to reach P22

Trust cperations posted a

bl

Accounts {(IMA) increased by about P440 billion as a result of intensified

|

’ billion from last year's level of P19.37 billion, Investment Management
| marketing efforts, especially for corporate accounts, M4 accounted for
|

T E

77% of total trust portfolic while 22.6% s attributed to Trust and other
Fiduciary Accounts [TOFRA)

| Gross revenues for 2007 registered an increase of | [% from P10 4

millicn in 2006 to Pl 125 millicn

Agart from more active marketing of IMAs and TORAS, the Bank's Trust
office successfully put into place a new trust system which avtomated a
significant pumber of processes, The new trust system substantially
irmpreved turn around time and enabled the timely generation of accurate

reports consistent with new: financial reporting standards for regulators

WELCOMI

of all WPL accounts sold under Bulk Sale | has bean [00% implemented,
The Bank's asset management office has also implernented the closing
of ROPA, Paal 2. 3 and 5 with grass book value of P9 H million or 9,63%
of the total ROFPA said under Bulk Sale |

The Bank’s asset manapernent office alse disposed of 25 acquired assets

with booked value of P36.95 million through public bidding, negotiated

ement in 2007

sale, cash COMp

Proposad i up for bulk sale under a second sealed-bid public

=ctimated P1.87 biflion of the

acton siated next year will convesr an

Bank’s recorded MPAs. Approsrmately P 13T billion n MNP

imvalving

171 accounts sk
ROPAs representi

accounts, respectiel i

orsidersd,

g 466 and |./96 borrowers and property

Branch Operations

Cognizant of its role to catahvee development in the countryzide,
the Bank reahigned its branch operations to complement the
government’s super regions strategy: Super Region Maragernent
Oiffices (SRMOCs) were established to vigorously promote
the Bark's products, partcularly loan programs for muttifarious
projects idertified in these regions,
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By end-December, the outstanding portfolio of the branches expanded
by £5% to PZE.8E billion over the same perod last year The past due
rate remamed at a sngle digt level despite a slight increase of 0.95% from
4.1 2% to 5.07%

Loan releases amounting 1o P bilion were widsly dispersed among the
5RMOCE, Developmental loans accounted for 873% of total releases, of
which the infrastructure and legistics and social services sectors comprised
B2% while availments of MSMEs reached 13% or PLS bilhon. Commerncial
Ioans, meanwhile, comprised | 3%, These were channeled mostly ta the
construction sector that took up 405, with the rest of the amount shared

by manufacturmg trading and other businesses

The branches actively pursued marketing activities n the SRMOs including
varous imestment fora in coordination with other government agences,

marketing biitzes and major project vists to Bank clents.

Several roadshows were conducted by President David in the key cities
of Cebu, Zamboanga, General Sartos, Davac, Cagayan de Oro, lloila,
Bacolod and Dumaguete wherein high priority projects aggregating P5.48

billicn in loan requirements were identified
SPMO — Morth Luzon Agnbusiness Quadrangle

A PY%-miltian term koan facilt

y wias granted to lsabela La Suerte Ricemill,

a picnaer project that introduced a new revenue stream to farmmers in
the area through the sale of nce husk ash and carbon credits specificathy
revenie stream to farmers in the area through the sale of rice husk ash
and carbon credits specifically under the Clean Developrment Mechanism
(DM} program, The SRMO also prowded credit assistance to the
Muricipalty of Malasique for the construchon of the two-storey Sagsokan

Building to provide additional stalls to vendors

The Bank also extended assistance amounting te P475 million out of the
F533 million funding requirement of the provinee of llocos MNarte for
various tounsm infrastructure in Lacag Tty The project included a three-

storey |00-room hotel, a 600-capacity convention center, and a
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doarrmitzry which can house up to 300 convention participants.

Morthwestern University, Inc. also benefited fram a PIO0 million loan that
financed the construction of twa school buldings and the acquistion of

school equipment

SRMO — Luzon Linban Beltway

The SEMO-Luzon Urban Beltway financed PSBD million aut of the taotal
Pl.I billion project cost for the construction af the distillery plant and
waorking reguirements of Balayan Distillery, Inc., a8 company that
encourages the use of local indigenous materials m its operations, The

financing would help the economy by reducing dependence on

o

importation of food grade alechal used in the manm'a.mvi;vgf AT
food and beverage products.

For the shipping industry, a P227-millicn loan funded the expansion
program of Mantenegre Shipping Lines, Inc. Under the SLOR the RMC-
Metro Manila extended a P1e0-million term loan to Oceznie Cantainer

Liner, Inc. for the modermization of its carge shipping cperations

A P100-million term loan facility was granted to Perinsula Electric
Cooperative, Inc. for the upgrading of its distribution facilitbes that would
translate inte more efficient power distributicn, Furthermare, the Province
of Bulacan was granted a term loan of PE7 milion to finance the

construction of the Bulacan Cancer Canter,
SRMO- Centrl Philppines |

SRMOC-Central Philippines extended a P 37-million, | 5-year term loan
facility to Calapan Waterworks Corporation for the improvement,
rehabditation and expansion of its existing water distribution systerm, The
project aims to provide Calapan and its neighbioring towns with batter,

safer and cleaner potable water supply

Alzo, the Municipality of Lian, Batangas was granted & P3%million foan to
firznce the construction of 3 new public market. The project & expected




R T N W T UNCE—

to'lead to enhanced production of agricultural cormmoedities which wauld
translate to better livelihood opportunities.

The Province of Camannes Sur was [kewise granted a P2-billicn omaibus
credit facility to finance varous prionty projects under the Cararnoan and
Capitol Comples Taursm Development Program. The infiatee is ernisioned
to make the province & major ecotourism destination and attraction in

the country.

SRMO - Centra! Philipaines (!

AP 2-milion term loan was granted to the Province of Megras Ocodertal
to gomplete the construction el theTeresita |, Jalandoni Provincial Hospital,

The project wiould increase the number af hospital beds and enable its

reclassification from a primary to a tertiary facility.

The municipalities of Oton and San Miguel, loila were granted term loan
facilities of P15 millien and P14 million, respectively, to finance the

corstruction of their public market projects.

Az part of ds commitment to emvironmental protection, the Bank extended
a P90-millicn foan to lloilo City for the scquisttion of heawvy equiprment for
solid waste management and improwernent of its esstng Materals Recovery
Facility with the construction of a disposal site. A P4-million terrm loan,
mearwhile, was extended 1o the Municipality of Befison, Antigue for the

rehabilitation and construction of schoal buildings and faciities in the area
SRMO - Mindanao

A substantial PES0-million credit facility was granted to Rio Verde Water
Consortium: to-finance its bulk water project. The company provides
refiable amd sustainable supply of potable water to Cagayan de Cra City
Viater District, which services the City of Cagayan de Cro and other
neighboring rrunicpalities of Misamis Oriertal,

The Davae Corrugated Carton Corporation Was alse granted an aggregate
Iman of 210 milkor te be dtlized for jts import transactions, captal

expenditures and working capital requirements. The compary
provides a very important logisical support 1o the banana growing

ndustry of Mindanao,

In suppart of the government’s food security program. a P 50-million
oan facility was extended 1o Mega Fishing Corporation for the
working capital requiremnents of its canning production. A P122-
million term loan facility was kewise granted to Alons Agquacaiture
Corporaton to finance the acquisiion of variows modern machinery

and equipment for its fishing operations

Information Technology

Various information technology projects that were completed and
implemented during the year would impact significantly on the Bank's
cperations. The MNew Integrated Deposit Servicing System (NIDS5)
wias redled aut to enable the Bank to offer new products such as Intermet
Banking facility and Mobile Banking,

rmplernentation of the Arti-Money Laundening Detecton System was

also faunched in compliance with BSP Circular Mo 495 that requires

all banks/financial institutions to provide an Electronic Ant Money
Laundenng System, After the completion of the Customer Information
Systemn (CI5) on Depasits, the C15 on Leans or Customer Liabylity
Module was initiated to enable access to and monitonng of al

customer-related transactions,

The Retall Loan System 3.0 was undertaken as an offthoot of
refinements in the Branch Banking Sector's crganeational structure;
particularly the centralization of booking and servicing of [oans,
This system provides Regional Marketing Centers (RMCs) and

all its accourtt officers access to their accounts,

The development of Electronic Requisition, Procurement,
Inventory Control and Accourting Systern (eRPICAS) was
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also completed with ongang User Acceptance Testing. This fllly mtegrated

wieb-based systemn was designed to manage the Bank's procurement

activities from requistion to supplier payment and booking
Other initiatives include the creation of Security and Information
Management Systern (3IM5) to automate most processes n the operations
of the §TA-Guarding, Transport Services and Transport Maintenance
Donvisions, Imeestigation Dhasion & Inspection and Acguired Assets Custody
Division, the Enhancement of GLASL Data Entry System and Home
Development Mutual Fund (HDMF) Bands System Versaan 20, The Bank
is likewise implementing the refined Information System Strategic Plan
{S5PY designed to integrate the core banking systems through the

acguisition of a Risk Managément System, Loans Management Systern
A x W ¥

i i + i e

and'Firancial Managernent System.

Humian Resource Management

DBF embarked on major human resource initiatives in 2007 1o address
the need to maxmize institutional effectiversss through the continuing
refinement of the organization structure, A revised organization struclue

fior the branches was also adopted in 2007 with t

& campletion of the
review and slotting of iIncumbents in the Office of the Head — Branch
Banking Sector; the five Super Region Management Cffices; five Branch
Operations Assistance Teams, 15 Regional Marketing Centers and 77

Branches,

Consistent with the principle of total human development, the Bank
continued 1o provide opportunities for the professional growth of its
employess through a genenc development program. There were 87
participants to the Management Developrment Program; 36 for senior
managemet favel and 51 for middle management level. Atotal of 129
in-house programs categorized as technical, managerial and supservisory
empioyes effectiveness and specialized programs were attended by 4,529

employess,

As a supplemental learming vehicle, 486 employees attended exiernal

lectures and conferences, A total of 34 training programs were also

atterded by 43 emplovees, two of which were short-term schalarship

programs fully sponsored by the Banke

In- addition, 24 new scholars were selected to benefit under the DBP
Schofarship Program, Implemnented through the Bank's Provident Fund,
the Program also produced two Cum Laude and one Magna Cum Laide

out of the total 17 scholar-graduatas for year 2007,
An expanded benefits program was implemented to include a health care
system with curative and preverntive programs and promotion of good

heatth to personnel considered high risk because of unhealthy lifestyles,

The Bank's HRM lkewise processed a total of | 484 recommendations

-
| i

-y =
and variaus personnel transattions aa follows: regulanzation of permnné
- 536; promotions’personnel movements — | 20; hinng and upgrading of
project-based contractual employess in the Head Office and Branches

51; huring of rank and file and officers

4 conduct of pre-employment
examinations in the Head Office and Branches for 406 applcants and
777 MAP applicants.

HRM alse processed the approved applications of 150 officers and
employees who availed themsehes of the benefits offered under the Earfy
Retirement Incentive Program IV (ERIP IV} 2nd tranche effective from

January to Decemnber 2007
Corporate Governance

The DBF continued to uphold the principles and best practices of
corporate governance at all levels — from the Board of Directors,

Committees and Management to the staff fevel.

[R5 efforts in this area eamed recognition once mone when the Association
of Development Financing Institutions in Asia and the Pacific (ADFIAF)
conferred on the Bank the Outstanding Corporate Governance award,

D8 has remained firmiby comnmitted to thie heghest standards of productivity,
competence, and service to the institution, its chents and the country,

A TR TR LT - el 1
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The impact of good govemance has been seen in the lower cost of capital,
lewer cost of debt, a sounder asset base, a more disciplined and forused

rmanagement, higher income, and good reputation and image.

Consistert with good governance practices, DBP contirued to faithfulky
adhere to applicable Incal regulations and global corporate governance
achvocacies. During the year, the Bank's Governance Committee Charter
and Corporate Governance Marwal and Audit and Comoliance Committes
Charters were revised to comply with BSP requirements, Included in the
revasians were the following provisions (1) for the Board of Directors
campasition. with emphasis on its membership to the DBP Board by way
af appaintment by the Presdent of the Philippines, (2} designation of two
i ingependent directors amang the three Board members sitting in the

B &e ™ s
! Governanice and Audit & ComplaRge Committees and (3) enjoinng the
Board members to priomtize DEF Board and its committee mestings in
the event of competing time commitments faced by members serang
m multiple boards. Rotation of the Board committee chairmanship and
membership has also been provided for on a regular basis for purposes

of enrichment and best practices

To implement the Peer Rating System for the Bark's Board of Dhrectors,
the authorty of the Governance Committes was expanded to cover the
condisct of assessment of the BOD' performance in terms of competence,
candaor, attendance, preparedness and participation in Bank acteaties,
Cormporate Governance Self-Assessment Scorecard and Peer Assessment
wiere officially adopted for directors who have rendered at least six
rariths service. The Self-Assessment and the Peer Assessrnent’s consolidated
resutts showed that the Board obtamed an adjectival ratng of STROMG
which meart that the members of the Board demonstrated ‘exceilent
level of skills, abifity and performance during the assessment period,

The Bank's Audit and Compliance Committes was ted authority 1o

mvestigate amy matter within s terms of reference, full access to and
cooperation by Management and full discretion to invite any director or
executive officer to attend its meetings and adequate resources to enable
it to effectrvely. discharge its functions. The Audit and Compliance
Committee was likewise authorzed to ensure the conduct of review af

I T T . ™ T —

the Bark's internal contrals, including financial, operational and
compliance cortrals and risk management, at least an an annual

brasis,

Under its assigred duties and respensibilities, the Risk Management

Committes was tasked to dentify and evaluate risk exposures; 1o

assess the protability of each risk becoming reality; and 1o estimats
possible effect and cost. The three major risks identified and defined
in the deveiopment of the Bank's risk management strategies are:

credit, market and liguidity and operatonal risks

I fine with the Bank's theust to continueusly improve its Corporate
Governance, the reporting fine of the Bank's CTommittees has been

".

modified siech that all minutes of the Committee msetings, namely, the

Audit and Compliance Committee (ACC), Human Resource Commities ‘ﬂ
(HR Committes), Trust Committee (TC) and Development Advecacy
Committee (DAC) should be coursed through the Governance
Committes (GO first before these will be élevated 1o the Board for

notation,

Also, the functions of the MSME Committes were incorparated in
the DAC to give more focus on the development (nitiatives for the
MSME sector. On the other hand, all matiers to be discussed by the
Comruttes an Fisk Management (CRM) shall be elevated directly

to the Board of Directars for approva

The Board of Directors, consisting of nine members all appointed
by the President of the Repubiic of the Philippines, neminated
among themseehes two independent directors who wene confirmed
bry thee BSP Monetary Board. In 2007, the Board held 47 meetings
and acted on a total of | |5 credt transactions, 444 miscellanecus

rmatters and two disposal of acquired assets.

The Committee on Risk Management inchudes three members
of the Board, with the Chairman, the President & CEO, all
other Directors, the Chief Operating Officer, the Chairman
of the Audit and Compliance Committes; the Chairman
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of the Credit Committee, and the heads of Internal Audit, Risk

Management, Treasury, Chief Legal Counsel or representatee and

Cormghance Officer or representative as Ex-Cifficie memoers. CRM held

I mestngs in 2007 ard acted on 45 risk managemnent matters including

| ¥ poficy recommendations, and 28 matters presented for notation

The Governance Committes includes three members of the Board, with

the President, all other Directors, the Chief Operating Officer and the
Chief Legal Counsel or representative as Ex-Officio members, it held six

mestings in 2007 and acted on matters related to corporate governance

including the atorementoned implementation of the Bank's Sel-Assessment

and Peer Assessment for the Board of Directors.

Risk Management

The main abjective of Risk Management 15 to provde 3 sound entarprises

wide risk rmanagement system that effectively assesses the magnitude of
risk enposures in all aspects of the Banks operations. Having identifiad
risk management as a critical component in ensuring sustainable

development, the Bank’s Board of Directors (BOD) takes the lead in

promioting & cufure of risk-awareness, setting the institution’s level of risk
tolerance and determines busmess opportunites from a nsk-retum

pErspectve

The Risk Management process revelves around the gualitative a
quantitative analysis.of the Bank's level of market and creditrisk exposur

L e s 7

Mﬂ =
Thiez Miaciit ﬁmrm{:ommﬂ‘tﬁe {ACC) and theHurnan Resalree
Cormmittee (MR Commities) have the same number of members as the
Governance Committes. The ACC held eight meetings, noted regular
and special reports preserted to the Committes, and approved, among
others, the Rewvised Intermal Audit Manual and the Revised Internal Audit
Charter. Likewize, the HR. Committee held ten meetings and acted on

eight matters refated to employes benefits and 23 human resource redated

matters,

The Trust Committee consists of three members of the Boand, with the
President and the Head of Trust Services as regular members. The Ex
Officio members incude the Chairman, all other directors, the Chief
COperating Chficer, the head of Treasury and Chief Legal Counsel ar
representatve, The Committes hedd 25 meetings and acled on 69 matters

related to Trust cperations

The Development Advocacy Committes (DAC) 1s composed of three
mesmibers of the Bosrd as regutar members with the Chairman, President,

all other Directors, the Chiel Operating Officer, head of Microfinance

Center, representate of SME Department and the Chief Legal Counse

or representative as Ex-Crficia members. DAC held sk meetings, acted

orr twio rratters and likewise noted | | matters presemted

sensitvity to interest rate changes, liquidity position andasiinerakity §
operational losses, The acceptability of risk exposures are evalla

relative to the Bank’s financial condition,

Arnang others, the Bank adopted industryv-accepted methodologies in
rrasuring 1isks and the application of Value-at-Risk (VaR) methodology

Risk exposure calculation in the areas of market risk, liguidity risk and

structural mierest rate nsk are determined using seif-developed processing

and risk exposure calculation tockispreadshests

Te further strergthen the market and liqusdity Ask management framesok
the Bank embarked on a major indiatve by engaging the service of ABN
AMRO Banle, M.V through its Gl

for technical support with the objective of aligning the market risk

nal Risk Advisory Services (RAS)H group

b
management processes with global best-practices. Further, the
recommendations were intended to assst DBP to go beyvond the Standard
Approach towands the greater dearee of market nsk exposire calculation

and regorting required under the more advanced Basel approaches.

ABM AMRO RAS also assisted the Bank in its selection process for a
Treasury Trading Systerm. The group evaluated the Bank’s selection criteria

and provided recommendation fior the Bank to achieve its objective,
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The structural interest rate rsk management framewark was enhanced
1o include a multi-level analysts of the Bank's sensitevity to interest rate
rcvernenits an both earnings and capial which includes the Interest Rate
Gag (IRG), the Earnings-at-Risk (EaR), Met Interest Income (M) and the

Met Interest Margin (MIM) on a reguiar basis

The liguidity nsk management framework uses the maximum cumulative
cutflow methododogy which was further enhanced to include a more
granular timing perspective, fram 4 1o 32 tirme bands, of the Bank's cash
flow. DBF focused on streamlining the data retrieval process resulting
1o an increased frequency of reparting for timely information, Relevant
ligaidity ratics are presently ealculated and included in the bguidity risk
- reparts |n additicn 2 ge “ £ ptingency Funding Plan (CFF)

=

Fmemserafied 10 provide an effective process of handling afiguidity crisis
* and to maintain constant readiness for iﬁplemahting the plan which
imwales senor management and key Bank afficers The CFP details the
trigger events and corresponding action plans, key persans imialved ard

fionw of communicatan, among others,

process tofurther support the BOD's oversight functions. The reporting

Varmous simulations and analylics were incor :_!"_'l!'.-ll'i.'d mn tne |'(‘.|.J-Z:'|".Ir':g

process now includes statistical estimates and smulations designed to
project the potertial impact of certain events in the Bank's financial

condition

The required anrual reviesw of Board-approved lmdts was also completed,
Risk toferance on trading and investment activities was redefined to align
with the Bank’s over-all business objectives and ability to absort market
shocks.

The Bank has taken a more active role in the implementation of the new

capital adequacy frarmework, To ensure proper delegation of respansibiliies
tx concerned unis, the Foles and Responsbilities in the preparation of
the Basel II'CAR report and the Risk Weighting Guidefines were lssued
Technical assistance was also proviged 1o vanows business and operating

units on rules interpretation; accdracy of reporting and simulations

sroach under

the Basel | framework, a review of the B

Rating System (ICRRS) wa

ank’s Internal Credit Risk

conducted to check acceptatbuiity and

appropriateness. The Default Data Monitanng process was also

enhanced and implemented in all marketing units to serve as the
groundwark in the computation of sgnificant credit factors such as
Prabability of Defautt (PO, Loss G Default (LGDY and Exposure

at Default (EAD) also for the IRB approach.

The Bank manages operational rsk by identifing, assessing, monitaring,

controlling and mitigating the msk, rectifying operational nsk events

and implementing any additional procedures required for compliance

withlogal pegulatory requirements. Al Bank units are mandated to

manage operational risk by implementing clear and defined processes,
2T

delineating responsibilities and business continuity plan

The Bank's Operational Loss Monitonng Module was enhanced by

requency from guarterly to monthly thereby

changing the reporting

miproving the timeliness of reporting

The year was markad with several mitiatives undertaken by the Bank

1o move towards a more advanced methodology of cagturing ana

assessing |oss events, and operational risk capital charging. At the

irtial stape, a Dankwide mapging of ErMass Income Into the BSP-

rll.J[.‘-I'f_'-'\’CiJ Euisiress lines was mihated

With the objective of institutionalizing the risk identification and
assessment of Bank's products, activites, processes and systerns, the
resaew of several product manuals was completed. Inherent rigks
were idertified and adequately assessed in onder to controlimetigate
potential risks and determine the appropriate level of traming

controls, and testing necessary for effective mitigation,

Wyith the increasing reed 1o strengthen the Bank’s rsk awareness,
lectures and briefings on nisk management practices, caprial
adequacy framework and quantitative-related topics were

conducted across the mstitution
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lLastly, a comprehensive policy Tramework was put in place which has

been confirmed by the Bank's third-party reviewer ABM AMRO RAS, a5
a Iiving and enforcad document

The Global Compact

A ane of the signatones of the Unmed Mations Global Compact

has strictly adhered to 5 core values inthe areas of {1} human Aghits, (2]

Ighor stondards emronment ond (4) ant-corrupton. The Bank remams

firmly supportive of the ten principles espoused by the Global Compact

and keeps abreast of developments and various undertakangs

The Bank-has sustamed its efforts towards concrétizing the triped of

% e : . - .
success tewards the pursuit of 45 mission statement: ethical and salue-

hased-leadership of personnel, good managemant and contmuols welfare

promotion for emplovees

Wvith a diverse range of responsive personne! services, special foous was

Bl

n on enhancing the quality of lves and implementing responsive

hurman resource development stratepes to enhance the productvity of

personnel, thus further enak g L N 1o Connoute -!}_‘Il'ir'ni-'lﬂ'.' ronwErds

Aware of the importance of maintaining a climate of mutual trust and
cooperation between emplovees and management as a reguirement
towvards effectively achieving coganizational oibjectives, the 2007 Callective
Megotiation Agreement (CHA) between Management and the DEP
Employees Union (DBPEU) was signed on June 8, 2007, It was ratified

try the members of the Collectve Megotation Unit and the DBEP Board

of Directors im |ure and 007, respectivaly.
Im addition to a strong human resource developement program, the DBP

earned recognition for its sustasmnable developrment programs. The Bank's

Ervironmertal Management Systern continued to be operational and in
2007, easily hurdled the Ird surveilance audit that confirmed its sustained

compliance with the requirements of 1SC 149001 standards
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[DBP has likewise influenced its chents 1o imest in emaronmental projects
to address the adverse envronmental impacts of their business activties
and montored the envirgnmental performance of s vanous funded
projects to ensure compliance with the environmental reguiatory
requirements. fn 2007, DBP released & total of P2.43 billion in loans far

ermironmeanta projects

The DBP Forest program is a uniguee undertaking that supports and
encourages the forestation of open and denuded areas through the

planting of high value fruit trees and other useful plant species. It 5 &
multi-sectoral emvronmental initiative that also seeks 1o protect coastal

areas and conserve soil and water inthe uplands while improving spawning

grounds for termestrial and maringe aquatic life, I the long run, i also aims

e, ey
to help develop downstreant industries inithe countryside: Tﬁépl‘cﬁw

has 25 existing forest projetts consisting of 5,946 hectares of upland and

Coastal areas.

)

I 2007, the Bank launched its 24th reforestation project inTarlac, a 275-
hectare plartation expectad to heighten the Bank's envirgnmental
protection efforts as well as generate economic opportunities in the
province, Five micro-enterprises will manage the plantations, grang job

opportunities to upland farmers and residents of two municipalities

During the year; the Bank signed a Memorandum of Agreement with the

prewvincial povernment of Manndugue for the reforestation of identified

sites in the area. The DBP Forest in Marindugque, 4= 25th project, will be
mplemented in three modules involving watershed rehabiltation, fruit
tree forest development and coastal rehabilitation. Reforestation and
agro-forestry activties will be undertaken for the development and
rehzbilitation of a 240-hectare watershed spanning identified barangays

n the municipalities of Sta. Cruz and Tormpos. & [40-hectare agro-forest

plantation will zlse be established in the provincial capital of Boac, with

at least 150 families targeted to benefit from livelihood opportuntes to

be generated.

In compliance with the giobal drve against money laufdenng the Bank

pursued the development of an electronic maney laundenng transactian




manitoring and'or detection system. The systesn would provede the Bank
with a central repositcry of customer inforrmation for all Bank's customers
that can be linked to the Banks varous core system servers for
comprehensive processing and monitarng of covered and suspicious
transactions, transactions under watch fkst and other relevant regorts that
will support imeestigation, it ary. The Money Laundering Detection system
offered by 5AS Institute (Philippines). Inc. was implermented in 2007, 1t
LA

was also audited and declared generalty compliant by the BSE

[0 address the requirements under the Implementing Rules and Regulations
af the Anti-Maney Laundernng Act (AMLA) to provide all responsible
Bank officers and emplovees with efficient and effective training and
continuing education programs; |12 series of AMLA boefings'seminars for

4

5

i

Bioth the head office and its W@thdu&ed.

The Ciffice of the Legal Counsel alsa cantinued 1o refine its portal that
provded effective awareness on the relevant opsnions, crculars, ruiings or
memoranda fram the BSE the Departrment of Justice (O]} and other
povernment agencies affecting the Bank and its operations, The soft launching
af the OLC Portal was hedd among the lwyers of the Regional Management
Oiffices (RMOs) and branches during the Antl-Money Laundering Semminar
from December 13-4, Region-wide launching will be hebd in 2008 upon

an af intranet access of all the Bank's regional offices

the comg

RO

The Bank also cbserved the guidelines poverning the acceptance of vald
idertification cards for all fnancal transactions made through bards and the
filing of suspickous transaction reports (STRs) with the Ant-Money Laundering
Committes (AMLC) for transactions invaling fraudulent or suspicious
chedks under BSP Circular Mo, 564 and Circular Letter Mo, [0, Regarding
the guidelines on the submission of Crirmes and Losses report to B3P using
the revised format under BSP Circular Mo, 587, uniform compliance and
implermentation by concerned Bank units and branches was effected.
Existing policies and procedures under the Bank's Manual of Operating

Procedures were likewise reviewed for necessary amendments.

The Bank-also attended the round table discussion on the implication to
the banking industry of Republc Act Ta, 2372 or the Human Security

lEReeTO 0 T . " T S—

Act of 2007, Enacted for the purpose of secuning the Philippines

and protecting the people from acts of terrorism, this law specifically
provides for the classification and contents of the Court Order

authormng the examination of bank deposts, accounts and records

Corporate Social Responsibilicy

Ihe Bank renforced its corporate cripenship thrust in 2007 with the
EEFY. a

008

launching of the DB Endowment for Education Program (D
non-credit program to be implemented starting academsc year

009

DEEP offers poar bt deserving tegh school graduates the opportunity

SRt

e

10 pursue higher education as 3 means to bresk the vicous cyeleof

poverty confronting thesr families:

A key feature of the DEEF program is its "pay it forward” scheme, Instead

of paving back DBP's financial support, beneficiaries will pay forward or

contribute to 3 fund that

will Bow cthers Lo access the same cpportunity,

DEEP aims to enroll arcund 150 nursing students from all over the

country in selected partner schools with cutstanding performance

record. The partrer sch berefits from an endowment portion

ban o

wherein DBP pre-pays the tu the ri four-year course
‘While this |s & variant of a pre-need scheme, it provides the school
ulty

with funds to undertake irvestments 1o mprove its faclites, fac

and curriculum,

Corporate socil responsibility initiatives were also conducted
by the Bank: through separate outreach projects in typhoon-
ravaged Bicol region specifically in briga, Camarines Sur The Bank
canducted a relief mission for typhoon and muedstide victims
in Craraga, Albay and assisted Daraga Mational High Schoal in
the repair of its scheol buildings that were badly damaged
by the typhoons, During the year a donatkor: drive was also
coordinated for the benefit of 1,356 families left homeless
by a fourhour fire that razed Mandaue City
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Twenty years ago, spouses Eduardo and Antonieta
Apigo of San Jose, Occidental Mindoro were in
dire straits. Their three-year-old Alpha Palay Trading
was on the brink of collapse,and their land property
was almost up for foreclosure. Meanwhile,a growing
household was adding up to their expenses. Despair
was right at their heels.

Wit athers ignored. DBF tookifistice of. Confidert of the business’
praspects and the growing potential of the agricullure sector in
Ceadental Mindara, DBP through its San |ose branch granted the
Apigas a P1O000D Joan in | 287, which was releazed in just a matter
of days. The money enabled the couple to pay their debts and
jumpstart their busmess

Three months after their initial loan, the couple rmanaged to

settle all their obligations, and saved some P4,700.00 in cash

E which they used for their workeng capital requirements, They

f then re-applied for another loan, and from then on, the Apigos

fwere on a roll,

QR Ciment Bank of the Philipg
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Clients started pouring in, and Alpha Palay Trading became a byword
among farmers, paloy traders, and consumers, Business picked up

th a

so much that by 1991, the Apigos had bult a warehouse w
storage capacity of | B00 cavans, Four years later with P400,000.00
in firancial assistance from DBER the couple put up anothes warehouse
with a storage capacrty of 9,000 cavans and a concrete solar dner.

I |97, zales

cked up even further pushing Alpha Palay Trading 1o
became the biggest rice miller and trader in the province, In 2003
the Apigos built anather three-storey building for its office space and
WHI'CI"IUIJE\:'!_' FaguIrermEnts,

The Apigos also remained modest and thrifty wvalues wihich they
realausty imparted to ther children. To teach their kids how to imeest
wisely, the Apigos gave some of their land properties to their children
as gifts for finishing their college education a gift their daughter;

Diana, utilized to jumpstart a fledging career as a businesswoman

Diana Apipo was barely out of her teens when she marmed Mateo
Tayag lll, but at the owtset, the young couple exuded signs of being

entrepreneurial-minded just ke their parents.

The Tayags first ventured into business by putting up a metal craft

shop, They alsa briefly engaged in forwarding services, When metal

craft shops began sprouting like rushrooms in 5an |ose, they shifted
gears by starting another busingss which would be their ticket to

entreprensunal success
F

Im August 2001, the couple set up Alpha 2 General Merchandising
which sold organic and chemical fertilizers procured from loca
suppliers m Ceoidental Mindoro and Batangas City, Using her parents
college graduation gift wiseh:, Diana converted this land into 2 storage
site for their commadities. Soon, the Tayags approached DBP for
assistance, and in 2002, they received working capital assistance 1o

boost their business operations.

With DBF's help, business steadily flounshed, posting a respectable
six per cent growth rate in sales in 2003 and 2004, Scon the Tayags
expanded into rice trading and by supphing rice in Batangas and the
Visayas, Alpha 2 General Merchandising registered an exceptional
|42% growth in sales in 2005,

'..1 __ .

Like their parents, the Tayags are grateful for a steady relaionship
with DBR Diana says her parents’ satisfactory expenence with the
state-cmed bank was encugh reason for them to partner with DBS
“From the start, we didn't entertain any second thoughts about
banking with them. My parents speak highly of DBR Their service

has been exceptional, They make themselves available every time.”
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EMNERGIZING Bataan's March to Development

Many residents of Bataan have benefited from stable
monthly electricity charges as a result of a comprehensive
rehabilitation and upgrade program of the Peninsula
Electric Cooperative (Penelco).

Penelco, Bataan's sole power distributer, availed of P1OD milian in funding from
DBF in 2006 to implerment a rehabilitation project involing the construction
of power substations, addition of transmission lines, and improvement of
distribution lines. The project was also aimed at dropping the system power
less of the cooperative, and thereby cutting down electricity rates of consurmers,
It was also prejected 1o benefit an additional 4221 households from the

municipalites of Sarmal, Hermosa, Pilar, Orion, Bagac and Maorong,

Two years later; more and more families in Bataan are benefiting from the
expansion and upgrade program of Penelco, which is also one of the most-

awarded electric Cooperatives in the country.

Penelco general manager Engineer Lorete Marceling says they are the only
coaperatve in the cauntry that has a power substation in every municipality,

Penelco pawer substations have become familiar sights in Batazan, semving as

landmarks in the | | municipalities and lone city of the province.  Before theis

expansion project, Penelca lacked substations in three municipalities

Hermosa, Samal, and Pilar, making these towns prone to power outages
Engr. Marceling explains that having one substation per town and city eliminates
the risk of widespread power fallures. The present system also allows each
substation to absorb additional loads in times when adjacent substations have
glitches, Thus, in case substation A malfunctions, Penelco can pet additional

electricity from substations B and C.

35 n i '.rélnpm'ml Bank of the |
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oregver, Penelca’s aperational set-up is a display of efficiency, as
each town s considerad one area office headed by an area engneer
and served by dedicated substations. Each area office also renders
autonomous operations in terms of meter reading, collection, and

CONGUMER Service, ensuring more systemabc and pram'ca. operalions

DBP's funding also covered the replacement of overloaded
transformers prane to overheating which had resulted in frequent
brownouts, The loan also financed the construction of 10 kilarmeters
of 6% KV transmission ines to connect the new power substations
to existing TRANSCO sub-transmission lines, a move that further
enabled the cooperative to reduce losses. For good measure, the
assistance upgraded Penelca’s distnbution system to increase s

Capaciy and in tum, accommedate more consumers,

Mare efficient payment callection, meanwhile, enables Penelco to

avail neelf of 3% automatic prompt payment discounts from the
Mational Power Corparation, which translates to around P3 rmillion
in savings per month. Half of this amount is given back to its
consumers through reduction of rates of at least 99 cemavos per
kilcwatt hour The other P15 millon s saved and used for the
rehabiltabon and extension of hnes, which also helps further reduce

systerms losses

JEEmRRE . L T . S DT—

The expansion and upgrade project also enabled the cooperatie
ta further cut down on its systermns power loss, something Penelco
has been focusing on in the past twio decades. Penelca has drastically
cut donwn its systems pawer loss from a high of 46% in 1988 to a
respectable 9.2%. which is way below the | 4% mark set by the
Mational Electrfication Adminstration (NEA). The agency hopes to
slash these percentages into single digits by 2010 ta further reduce

electricity charges in the country.

Engr. Marceling notes that every | % reduced from their system
power |oss translates to a reduction of 10 centavos per kilowatt
hour. Penelco has now cut down its system power loss to 9.2%,
rreaning they hiave reduced rates by at least 30 centavos per kilowatt

hour since implernenting the expansion and upgrads program.

Improvernents however are still aplenty, In the future, Penelco hopes

mtroduction

to wark with DBP for proposed projects such as the
of on-line billing, acquisition of transmissien lines from Transca, and

the installation of more advanced equipment

But in the meantime, Bataan residerts will have 1o be content with
Penelco’s most recent rehabilitation project that s the emsy of most
electric cooperatives, and most impartant, a major reason behind
the delivery of reliable and cheap electricity in the province,
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NURTURING the Smallest of Dreams

DBP’s microfinance program provides credit and technical assistance to microfinance institutions (MFls)
and practitioners in the country. It reaches out to micro-entrepreneurs in unserved areas, particularly
those in the poorest municipalities. Acting as advocates of development, DBP's officers and personnel
reach out to micro-entrepreneurs in far-flung areas to encourage them to form cooperatives and
associations.

Amang the micrafinance institutions that have benefited from their partnership with DBP are the Rural Bank of Mabitae, Inc. of Laguna and
First Macro Bark of Pateros,

Rural Bank of Mabitac

The Rural Bank of Mabitac, Inc. was established in 1973 and initially served
residerts of Mabitac and its neghborng towns. In 1988, it opened its first

oranch in :L.:-I'II can, the CLArmir il center ij-'. easterm '__.]I._T:q_ll'h] WIICH wWas then

followed by branches in the ta of Calamba, Cabuyao, Los Bafos, Paste and

the town of Infanta in ':}_'_"_'.‘c.\n province It ventured into microfinance in 2002

sparked mainly by the demand 1o support the growing number of micro-

ertrepreneurs in Infanta, Quezon, and soon after in their other branches

One of their clients, Jennifyn Antonio of Sta. Rosa, Laguna, has greatly turned
around her fortunes, thanks to the financial support given by the rural bank.
Jennilyn was an ordinary employee whose earnings were barely enough to
support a growing household. But an extraordinary drive to provide for her
family was more than enough reason for her to flourish in the competitive
world of business.

Priar to-establishing the fast-nsing local brand Ehye's Peanut Butter, Jennilyn
was a typical mather who had trouble making both ends meet. The srowballing
househoid bills were tough, but what bothered jennilyn mare was the difficulty
of sending herchildren to school

Anyore made of weaker stufl would have cringed under pressure, but: Jennilyn

e

about to-give up. jennilyn started peddling vanous food tems at
) augrnent her income and suppart her children's educaan, Manufacture
of one of the world's most pepular sandwich spread, however, proved 1o be

heaven-sent

o U

| -
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|enmibyn started making peanut butter in 2002 after taking notice o

o in their area. Her

the popularty of the sp product’s beginnings

were rather humble: she Brought a kilo of peanuts to a ol marset,

arvd had them ground and mexed with sugar and salt

Shie then began p ing a new product at wark —

packed in small comaners. Weexs later, |ennilyn found herself
talkang 1o bakery owners in hopes of getting her peanut butter sold
One bakery consented, and soon after, more

bakeshops and stores followed su

at ther shelves.

buoyed by increasing demand

for fennilyn's sweet praduce

With increasing orders from bakeries and supermarkets, |ennilyn
decided to resign from work and focus on a promising busimess
She attended seminars to upgrade her knowledge about peanut
buttermaking and stumbled upen the Sta. Rosa, Laguna branch of
the Rural Bank of Mabatac, Inc. where she avaled af 2 micr

loan of PI0,000

Ehje’s Peanut Butter continued its robust growth in the following
yaars, with the Rural Bank of Mabitac, Inc.. providing the working

capital requirements for the purchase of wital equipment such as

and rmixers, Sales increased steadily by at

grinders i 30% every
£ AnTonics were asked by Two
leading Manila-based bakeries to provide the peanut butter items

soid in thewr branches nationwade

year Crperations hit a high when t

ted their house into

a manufacturing site where some nine employees work, They have

From their EarmIings, the Antomics have renoy

F rst Il e ] F.\ﬁﬂ;- now has nine branches located i varous poirts

of Metra Manila, Rizal, ang Cavite, catering 1o the needs of micre

entrepreneurs, farmmers, fishermen, amon

Through First Macre Bank's assistance, Ernesto Sarmiento of
Marong, Rizal is experiencing berter days,

Ernesto and wife Lolita operate a small but profitable junkshap
'mo in Morong, Rizal

The wventure started four years ago when Ernesto, with only P300

located at the outskarts of Barangay San G

in capital and equipped with & humble pushcart, bought and sold
sorap matenals in the area. From that amount, he was
a good enough sum of F700 for a whale

able to earn

wiork, which was

almost double his earmings as a mechanic

Lured by the prospects of higher pay, Emesto eventually left bis day

L= ancd oo Ihanks 1o a "’:II xarTan-iise

Iifestyle, the Sarmientos slowdy made sigrificant strides in ther endeaor;
Soan, paople i thesr community ware approaching therm for income-
earning opportunities. Ermesto would give therm working capital to
purchase scrap matenals from vamous sources, which they, in turn,

sold 1o him

By the time First Macro Bank gramted them an initial foan of P5,000
under its microfinance group loan, the Sarmientos had acguired
several motorzikes which they used to transport scrap

il

battles, metals, and newspapars, They improwved ther

First Macro Bank

First Macro Bank started operations i | 950 as the Bural Bank of
Pateros, one of the first banks to serve residents of the smal
murnicipality. In the 19905, the bank reached cut to nesghboring
towns by putting up its first branch in Angone, Rizal and changed
its nama to First Macro Bank to underscore its commitment to
countryside developrment.

AEmNYS - . T 'R . ST 00

afford prosading 2 good education for their two daughters,

[reeir micst recent loan from First Macro Bank worth PS8.000 has
enabled them to maximize the potentials of their enterprise. Their
5 now operates on a dally working capital of P20.000 and
amploys about a dozen workers, On a typical day, the Sarmeertos

o]
CuUsineEs

eam arcund F2000 — not bad for a former mechane who used

(=} ‘-\.UI,."_-\.I!_-\.l S ImInrmuIrm W.-'I.';:l.':.
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In CAGAYAN de Oro, Wate

Being one of the most populous and progressive in
Mindanao, Cagayan de Oro City requires around 190,000
cubic meters of water for its residents. This great demand
had raised questions about the sustainability of the area's
water resources, especially since the city’s lone water
utility, Cagayan de Oro Water District (COWD), had
relied primarily on groundwater sources such as deep

wells and spring for its water supply requirements.

To address these ssues, COWD embarked on a bulk water supply project
a first in the country — which presented an alternative and ervaronment-

friendly scurce of water, The project particularly aimed to prowde an additional

50,000 cubsc meters per day and serve ho 15 lpcated in elevated areas,



I 2006, FVAC received a PSOD mallion toan frorm DBP to build and

operate infrastructure facilities for the bulk water supply project
It was the first time that the Bank financed a bulk water facility, and
came at a time when the institution put greater focus on supporting

more projects that provided adequate and potable water suppiy

PAWAAC o

rmitted to produce at least 50,000 cubic meters per day

in 2007, and to double that figure to 100,000 cubic meters by the

end of 2010, and further to 150,000 cubic meters in 2005, The firm

sources and treats water from the Bubunawan River which 1 clasafied

riment of Ervironment

as “A" by the D

fozr its good quality and volume of water,

RV chairman |ose Alvarez says the project s environment
t only wes a minimal percentage of water from

friendly since

Bubunawan River The bulk water project uses state-of-the art

abstraction, filtrat

on, and treatment processas to ensure the satety

¥4 o A
of the water, Afte

extracting and treating raw water, BVWIC delivers

the potable water to a designated off-take point. COWD then

e water from sard point, storng it

dl WariDUs reservos

before distributing it 1o concessionaires

Since the project commenced operations, ( van de Cho

nae

residents enjoved 24-hour water service. Barangays which had

5.of COWD ha

previously not been reached by the

W ater pressure has incre;

benefited from the bulk water project

significantly, reaching far-flung areas in the city. Among the earliest

beneficiaries of the project were 700 houwsehaolds in the hinterland

community of Barangay Lurnbia.

reported o

W likewise water

western portion of

water supply pressure, particularly in the its

sErICn Inct = of water pressure pcked up by more than

| 005 particularly during peak periods.

1 a hupe investment in tself. Based on

The bulk water project s
data from the Bureaw of Investmerts, the Philippine Infermation
Agency reported that the project is the larpest imestment in MNorthem
Mindarao with a value of P12 billion, or 28% of total mvestments

l

r Mindanao for 2006

The uninterrupted water service has also made the area a more

attractive investment site “local and forgign companies. This

development augurs wall for the ongoing real estate boom in

iy where a number of high-end subdiisions have
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Rehabiltation Finance Carporation (RFCY in 1947

necessary funding essential for the growth of strategic sectors, As a prime partner of the government

in the implementation of various develogrment intiatives, DBP stands tall and pro

contmbutions in nation-burdding

Rising From The Ashes

1950
With reconstruction largaly over, industrial koans become
the top lending prority, with REC lending P28 milkion in

ey Industmal koeans, and FLEAS million n agroultural loans

To boost export earmings, RFC finances the local abaca
industry, which enjoys a virtual monopaly in the LS and

world market.

{955

The RFC initiates a policy of supervised credit — helping
the peogle to whom it lends. This foreshadows DBFs
futire rofe of direct participation in development programs

The RFC also establishes a special financing plan for cacao.

41 ﬂ Development Bank of the Philippines

Glant 51[13[:)5
evelopment Bank of the Philippines has come a long way since its beginnings as the

For over six decades, DBP has provided the

i for its significant

1957

growth of the local ndustry, after lending a total of P30
mitlion for the developmert of Philippine manufactur

or nearly a third of all its lending capital

| 958
Republic -Act No. 2081 corverts the RFC into the'§
Development Bank of the Philippines (DBF). s goals are
to support the country's industrial developmentand spur

the change from an agriculiural o a more industrialized






Hedping Industrialize A Matior

| 960

DBF sets up a P50-million agricultural program to provide |oans not
greater than P2,000 to small farmers, and small foreshore and river
fishermen. To support its drive far more rural and private development

banks, DBP creates the Department of Development and Rural Banks,

I963

Conpress increases DBF capitalzation to F2 billion and borrowwing capacity
to ten times its paid-in capital and surplus. Industries continue to recene
thes Bon's shiare of DBP furds, with loans directed to high pricety industnes
such as steel mills and chemical plants, especially fertilizer plants and

cement factories,

| 966

Aiming to establish & broad and prosperous securities market in the
Philippines, DBF debuts as an imestmert bank through the DBR Progress
Bonds: Mearwhile, the Bank departs from a coliateral-based consoousness
in loan appraisals and focuses on project viabdlity as principal basis for

finzncal assstance.

1967

Efforts are redirected to support inepeased food praduction, with
agricultural lending increasing by mare than BO% from the previous year,
Highest priarty goes to rce and com production, Meanwhile, President
Ferdinand Marcos instructs DBEP to construct a [20-hectare Greater

Paniia Terménal Food Market in Fort Bonifage,

1968
DBP develops new financing plans for the purchase of irrigation units
n light of a long drought. The hotel industry gets strong support, with

eleven first-class hotels recewing direct koans

1969

With a new head office building at the comer of Buendia Avenue
Extarsion and Makati Avenue, DBP continues to flounsh. The Bank rnow
has 26 branches and 28 agencies. s contribuation to nation-bulding 1
also noteworthy that by the turn of the new decade, DBP-financed
provects comribute 0% of the nation's cement autput, 94% af it textile-
wieaving autput, 88% of its steel-rolling capaaty, and 70% of all of its

oulp-rmill capacity,
Providing for Society'’s Basic Meeds

1971

DBRP shifts focus towards countryside development in response 1o an
economic slewdown, AlMing te morease the productivity of farmers,
DBP encourages the produchion of export crops, and creates employment

opportunities in the rural areas.

1973
DREFe capitalization s increased from P2 bilion to P2 billion. The Bank
continues to plow funds into agricultune
wath PLOSS million in new loans. //,, ” ’

deabiling its agricuftunal lending from / & ’ '
the pr'én.-i-au_s years. DBP also
undertakes active fimancing for
the “Masagana, 3" and
“Palayan .ng Bayan"

programs




1974

DBF supports the development of new industes, new sountes of energy,
and new technologes in light of the ol crsis.  Efforts are also redirected
to actively promote tourism, with P91 millian in loans released for
tourism-related projects, including 14 new hotels in Metro Manila as

well as the Philippine International Convention Center

1977

DBR with the help of the MNational Housing Authorty, inftiates a re-
lending program to develop small businesses and improve housing
conditions in the Tonda Foreshore and Dagat-Dagatan areas, and [ater

an, in other areas in the cties of Davao, Cebw, and Cagavan de Oro,

1978

DBP launches s “Study Now, Pay Later” program which pricrtizes
courses and technical disciplines considered crucial to national
development. such as agricufture, engineering, economics, chemistry,
and mathematice. It also initiates, along with the Waorld Bank. a Tree

Farming program for more effective ecosystems management.

Rezilience Amidst Adversity

| 980

Responding to the Second Oil Shock, the DBP offers financial packages
.{DF thE‘ ITRTONBITRE T l'l{ {'DH' mines as an atematve F:nerg;.r source, it
also steps up support to the transport sector by financing the Metro

Manila Transit Corporation’s arconditioned “Love Bus!

1985

DBF implements an extensive Rehabilitation Plan that
outlines, among others, the transfer of its non-
perforrming assets to the national government
and organzational dmwnsing, & e
corporate culiureiof excellenge
anchored on  Integrity,
competence, teammaork
and professignalism

15 introduced.

| 987

[DBP begins its financial recovery as net earmings reach F783 milion, out
of an operating income of P1LTT billion. Most of the goals of its three-
year Rehabilitation Plan are completed by year end, The Workd Bank
declares DBFs implementation of its Rehabilitation Plan as “outstanding,”

| 988

[CBF opens a third lending window, called Window [, funded from 30
percent of the Bank's earnings from the prewvious years, 1o finance projects
that have significant socio-econoric impact Lending focus shifts from
agriculture to industry, with 70% of new loans going 1o industrial and

public utility sectors.

1989

[DBP begins its transtion into & predaminantly wholesale bank with a
significant retail presence, Through its Whaolesale Bankang program, the
Bank helps fill inthe gap in the supply of term credit to medium and
large enterpnses, and becomes a major conduit of Cfficial Development

Assistance funds and industeial sector credit programs
Murturing a Mation Of Entreprenetirs

1990

In response to devastation caused by calamities. DBP establishes the
PEO0-millon Mational Fehabilitation Fund to support rebuilding effiorts
in stricken areas, | he Bank launches the Cebu bonds, sighaling its entry

imto the medium and long-term domestic capital market.

1991

DBP iz named second soundest bank and third best performing bank
in the world by intermationally-respected The Banker magazine; and
“Employer of the Year” by the Personnel Managermént Association of the
Fhilippines,

1992
Met income hits 1.5 bilkan, or 29% hagher than the previous year, DBP

continues to be a catalyst of progress as branches extend loans to
mpact projects including power peneration and cotton-financing in
Mindanao, irrigation systems in Luzon and Visayas, and cattle-breeding

i Bicaod
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1993

A successful USH| 75-million Eurctond flotation ré-introduces DBF {o
the mernational voluntary capital market, Proceeds af the flotation finance
the Private Sector Infrastructure Development Fund, support industnes
established in growth zones, and finance the newly-launched export-
impart banking aperations of the Bank

Thie Bank launches the Crnnibus Firancing Frogram for New Entreprensurs
which focuses on the development of emerging Filiping entrepreneurs,
The program supports entreprenewrs engaged in new o sart-up progcs
which have been in operation for not more than three years,

994

DBP participates in | 2 initial public offerings, mduding acting as co-lead
ranager in the landmark privatization of the Philippine Mational il
Company's haldings in Petron Corporation, The Petron [PO, then the
biggest in Philippine capital markeat history, generates some 500000
iMvestors,

A retail facility for the countrys Domestic Shipping Modemization
program opens, |he program extends financial assstance to enterprises
engaged in shipping and related actavinies such as ship repair and cargo
and port management 1o promote the efficiency, reliability, safety,
affordability, and overall quality of the domestic shipping industry,

1995

8P attains universal bank status, thus broadening its sphere of operations
to fulfill its development mandate more capably. It intensifies support
for projects that reinforce the Flpano entrepreneurial sprrit and capability
such as the Exponded foundary Hulog program, and Damayan sq
Parmnumuhiunon, as well as the rehatulitabon of Ipll, Zamboanga whichiis
burmed to the ground by Muslim termorists,

1997

O its S0th anniversary, DBP turns over to President Fidel 'V Famos a
Pl-billion dividend check, ore of the biggest contributions given by any
govermment-oaned-cecontrolled corporation 1o the national government.

DEP undertakes the 20 billion Asian Ten Bond flatation, the first of its
kanet in the region. Proceeds of the bond are used for re-lending 1o the
Horme Developrment Mutual Fund ta augment the financing of its socialized
heousing programs.

2002

1998

President Fidel Y. Ramos signs Republic Act 8523 amending the 588 |
DBP Charter, Amang the major provisions incorperated in the new .
DBP Charter are the increase of i1y authonzed capital stock from P5-
billkon to P35-billian, and the creation of the postion of President &
CEQ. |

199% {
|
DEP focuses on projects that uplift the state of marginalized Filipinos, | |
particularly an water, housing, and entreprensurship, The Bank launches l |
the LGU-Urban Witer-and Sanitation project, and commits P& billian | |
for the housing sector |
||

Sustaining the Gaing

2000
The Bank steps up support 1o strategic seclers particularly in health 4

care by acting as joint |ead arranger for a Pl 36-billion loan to Medical |
City. and participatirg in a PE00-million syndicated loan to Asan Hospital |
and Medical Center It alse supports the housing sector through the ! |
D8P Housing Loan Program for Local Government Units, and the ensrgy | |

sector through a loan for the upgrading of the serwces of the Manila i
Flectric Cooperative, |

2001

DBP becarnes the first Philipping bank to be 150 14001 -certified by
505 Switzerland 5A for its successful establishment and implementation
af an Ervironmental Management Systesm.

DBP launches the Sustainable Logistics Developrment Pragram, an
smvestrment financing facility for a comprehensive transport and related |
infrastructure and suppert serices systern The prograrm aims to mprove.
the country's infrastructure for the. efMicent movement of commodities
through the introduction of a modern storage, handling, and transport

system under proper quality control management,

|
|
|
2003 |
DBP i named &th Best Emplaver n a study conducted by Hewitt and | I
Associates, the Management Association of the Philippines. and : I
Businessworld for its financial, social, and moral secunty founded wpan |
trust between management and emplovees, as well as due to the integrty

of its corporate leadears,




Rezpected international research publication The Asian Banker ranks
[DBP a= the strongest bank in the Philippines for its fingncial and operatonal
pararmeters, asset guality, and improvements in profits and assets from

DREVICUS Pears.

2005
DBP signs a P&00-million syndicated term loan agreement to finance
the Leyte-Cebu Interconrection Liprating Project. a major power mitiative

gimed at sustaning the stability of electricity supply n the \Visavas

Ihe Bank launches the DBP Forest Program that supports and encourages
the forestation of open and denuded areas through the planting of
highwvalue fruit trees and other useful plant species. The Bank offers
unsecured lower tier 2 subordinated notes of up to P10-billion to
strengthen s capital base in view of an improving investar appetite,
miarking the first time a government financal institution issues capital

OTes,

2006
DBF makes a successful debut in the offshore capital market
with its LISH | 30-millign hybnd Ter | Capital Securties

raising one of the bigaest order books seen in récent

years for a npon-sovereign ssue out of

Philippines

T|‘f_" HE.F * iI'I:eF-SI'!'Il?'-] <-._IF!|TIF:-"1: to micro-entrepreneurs with the creation

of its Microfinance Resource Center, an integrated wvertical arganization
tasked to prowvide sustainable and profitable services 1o microfinance
institutions and practitioners m order to enhance their competitneness

and efficiency.

[BP scores highest amang 31 government-owned-and-controlled-
corporations in the Corporate Governance Scorecard of the Institute

of Corporate Directors,

[BF launches its Electronic Cash Remittance (EC Remit) Program

which provides OFWs with a secure, safe, fast, easy efficient. and reliable

mieans to remit their hard-earned maney to ther designated beneficiaries

in the Phéippines through a combnation of electronic-based and fraditiona

remiiance services.
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’ Y COMMISSION ON AUDIT
) z/ Corporate Government Sector

%) \ &/ Cluster | - Financial A

The Board of Directors
Development Bank of the Philippines
Gil |, Puyal Avenue con Makati Avenue
Makat City

W have audited the accompanying consahidated statement of condition of Development Bank of the Philippines and its subsidiaries
referred o as “the Group™ as of December 31, 2007 and the related consolidated statements of income, changes in capital funds and cash
flows for the year then ended. These financial staternents are the respansibility of Managemeant. Cur respansibility 15 o express an opinien
on these financial statements based on our audit,

We conducted our audit in accordance with generally accepted state auditing standards, Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstaternents. An audit also
includes examining, on a test basis, ewdence supporting the amourts and disclosures in the financial staterments An audit also includes
assessing the accounting principles used and significant estimates made by Management, as well as evaluating the overall financial staterment
presentation. Ve believe that our audt provides a reasonable basis for our opinion,

As disclosed in Motes 20 10, and 24 to the financial statements, the Bangko Sentral ng Pilipinas (BSP) under its Monetary Board (MB)
Resolution Mo, 1063 dated August |4, 2008 required that the Mational Government foreign exchange cover on foreign currency bormowings
cof the Parent Company from muttilateral agencies for relending to specific sectors, be treated as a dervative financial mstrurment, To comply
with this treatrment, the Parent Company: retroactive to the Philippine Financial Reporting Standards (PFRS) transition year 2005, revalued
its borrowings in accordance with PAS 21 which resulted in foreign exchange profit of P19.54 billion, and determined the fair value af the

denvatives using a standard option valuation methodology which resulted in unrealized foss from mark-to-market of PS.60 billion. The resuttant

residual gains of P2.24 billion were closed to miscellaneous liabilites instead of reflecting it in the profit and loss account. However, as discussed
in Mo | of the Comments and Observations (Part 1) of this audit report, the recognition of P9.24 billion as miscellaneous liabilties is contrary
to Philippine Accounting Standards (PAS) 21, PAS 39 and the Framework for the Preparation and Presentation of Financial Staterments,

In aur opinion, except for the effects on the financial statements of the matters discussed in the preceding paragraph, the accompanying
consalidated financal staternents referred to above, present fairly in all material respects, the financial position of the Group as of Decemnber 31,
2007 and the results of its operations and its cash flows for the year then ended in accordance with applicable generally sccepted state
accounting prnciples in the Philippines.

As disclosed in Mote 25 to the financial statements, Hybrid Tier | (HT 1) issued in 2006 amounting to P5.37 billion is classified by the:
Parent Cornpany as stockholders equity-ather equity instrumert, in accordance with BSP Circular Mo, 503 dated December 22, 2005. On
the ather hand, 25 discussed in Mo | | of Fart || of this Report, the conditons, under paragraph 18{b) of PAS 32, before a finandial instrument
can be classified as equity instrument, can not be met because the securities are nat corvertible into commen shares of the ssuer at anytime
as the Bank’s charter allows common shares to be subscribed only by the Mational Government. }

|
|

|

i ibl
FORTHE CDHH!SlDNEN AUDIT: j r!

e

RODULFO ). ARIESGA
Director IV
MNovember 28, 2008 Cluster Director
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STATEMENTS of Condition

As of December 31, 2007
(WWith comparative figures for 2006, as restated)
(In thousands of pesos)

Group

Parent

RESOURCES

Cash and other cash iterns 24567 BI0504 P TeBeTe P BI19972 P Te6436
Cue from Bangko Sentral ng Pilipinas 245678 [ 1279211 8,659,386 11279211 B.659.384
[Due from ather banks 24567 B 126%18 5107211 BOBC 488 5085555
Interbarik loans receivable 245679 |,5727¢68 2753851 |.572.768 2753851
Securities purchased under agreement to resell 74567 39,415,000 42 80000 35415000 42 BEO.O0G
Finarcial assets at fair valus through profit or loss 234561034 25778729 36749150 28778729 36,749,150
Financial assets avarable for sale - net 43456, 1,2036 45438378 24397051 45422289 24,380,954
Financial azsels held to maturity - net 23454812 5243914 | 1.392.648 5243914 | 1,356355
Loans and receivabies - nat 234561332030 854.89%.%33 20358824 84899935 20,358,824
Bark premises, furniture, fixtures and equiprment-net 236,1420 I, 167 el 1,185,701 I,1503250 |, 165,871
Irvestrent property 26,1520,35 411488 412757 407515 408,504
Equity mvestrment in subsidiaries - net 245,16 0 0 38,750 3B.750
Equety investrment in associates - net 2461720 121,046 |53.594 |63,158 [21,399
Equity mvestment in joint venture 246,18 4,000 5} 4000 o
Mon-current assets held for sale - net .36.20 196,156 578014 | 96,156 STR014
Crther assets - net 2345619202135 14,604,854 19677368 14566390 19642506

Total resources 243180507 P 244874231 P 3039223 P 244745635

LIABILITIES AND CAPITAL FUNDS
Liabilicies
Depasits Rabilities: 5623

Demand 19508984 P IBETTESS P 19510327 P IBET9166

Savings 35955267 36,039,164 35,958 30% 35,039 3%4

Tirne 15,137,931 lé, 172,053 | 5,137,531 16,172,053

TO.£02.182 FLOE8R 6 70,606,567 71,090,713

Bills payable 15612 | 18,736,655 | 18,304,255 118,736,655 | 18,301 657
Due to Bangko Sentral ng Pilipinas 89,955 154,300 89,965 154,300
Due to other banks 375 5175 375 5175
Manager's checks and demand drafts cutstanding 272191 7249214 272,191 724916
Accrued taxes, interests and expenses 2356 1697751 3673829 3711549 3686732
Unsecured subordinated debt 6,15 2350,000 2,350,000 2.350,000 2.350,000
Deferred credits and other liabilities 24561124 14,263,392 9.024417 14,240,968 9,000,405

Total habilities 210012511 211,850,108 210008270 211,838,198
1

N i
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Copical funds

Comman stack, P10 par value
{Authorized - 350 million shares,

issuad and outstanding - |25 rillion shares)

Oither equity instrument - hytirid tier |
Surplus

Surplus reserves

Met unrealized painsi{losses) on securitias
Unrealized translation gainf{loss)
Undraded profits

Total capital funds

Total habilties and capital funds

Contingent accounts
Foreign: Medium and long-tarm
Domestic: Medium and long-term
Total peso equivalent |/

Trust funds

|¥ Cormersion rates

Group Parent
Motes 2007 2006 2007 2006
12,500,000 | 2,500,000 | 2,500,000 1 2,500,000
225 5366400 6373500 3,366,400 6,373,500
226 I1,318 167 | 0,025 807 11232112 9,956,100
25 27265 2EB 366 252651 2B 906
Fi | 005,650 1023010 | 005,538 1,023,392
: (1,715) {646) 0 0
2707243 2828986 2673852 2,805,079
33,068,396 33024123 33030953 32907437
P_ 243180907 P 244874231 P 243039323 P 244745635
3l
b 2620541 % 465513 % 2620541 % 2765513
P 589233 P 15833704 P 589233 P 15833904
P IDBJES.066 P 151427005 P 108765166 P 151,427,025
32 F 22551590 P 19368406 P 22551590 P 19368466
P41.2800 - USSE | P42.0300 - LSE |
Pal4311 - EUR | P&E4T149 - EUR |
PO3zi-Py | P Qaal2d- Py |
See accomparying MNotes to Fmancial Statements.
1]
i |
| |
1 1
i 1 |
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STATEMENTS of Income

For the year ended December 31, 2007
WWith comparative figures for 2006, as restated)
{In thousands of pesos, except per share armownts)

Interast income on: 2
Loans and recenables P 6194783 P 7805090 P 6,194, 7B 7,805,090
| Financial assets - debt and equity securives 4,364,364 3,982,298 4363969 3,980,141
Imterbank loans recenable/Securities purchased
{ under agreement to resell 2481171 2611 BT 248,171 2411897
Depasits with banks 550,074 234352 548,836 234337
13.590.392 14,633,637 I 3,588,75% 14,631 465
. Interast expense on z
Bills payable and other borrowings 4899094 RAT3ETI 4898835 54731520
Deposits _AlBsdle 2283416 2,186,339 LB3655
o 7085410 756,789 705,174 7955175
|
| Met interest income before provison for impairment 6.504.282 6,676,848 6,503,585 6675270
Prewision for impasrment 235 11,03, 14,1920, 35 1314717 2178845 1314717 L178845
! Met interest income after provision for impairment 5,190,265 _4455,003 5.188.8a08 4456445
I Hher mcome
Prafits fram mvestrnent and securites trading 2 (E137512) (1,326.826) (6,137.512) {1,328.826)
Fareign exchange profit!{loss) 2 7732730 3421054 7729054 31420740
Service charges. fees and commissions 2 715546 369,006 Ti3484 367,369
Dividends - equity investmerts 13210 1,324 5,587 5683
Miscellaneous 237 712053 BBS3 |9 B56,809 822973
3036027 3,347877 AITTALY 3287939
! Oither expenses
Compensation ard fringe benefits 2330 3,346,920 2978313 3,253,700 2887193
Taxes and licenses 129 504,403 931,932 504,367 531875
| Choupancy expenses 2 48918 48912 40663 18,122
{ Crher operating expenses 2.218 |, 750,826 |.3B6. 181 |.B25.773 1452756
| | 545 067 5345338 5624503 5.309.947
et income before income tax 2575115 25005492 541,782 2474437
J Presigian for income tax 2,19 (132018) (328,444) (132,070 330,641)
. Met income for the year B 2707243 P 1878985 P 1473852 P 2,805,079
\
r' Earmirgs per share E 266 F 263 P 1139 P 1244
i See accompanying MNotes to Bnanoal Staternernts,
i :
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-
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STATEMENTS of Changes in Equity

For the vear ended Cecember 31, 2
ith comparative fipures for sz. as resr.ated]
r thousands of pesos; except per share amounts)

£31s

it Comman Stock Othar Equity Surplus Commaon Stock Crther Equity Surplus
" —————— Instrument- Reserves!  Undivided —_— Instrument- Reserves!  Undivided
- Motes Shares Amount  Hybeid Tier | Surplus Orthers Profits Total Shares Amount  Hybrid Tier | Surplus Orthers Profics Toual
: % Balance, Decarnber 342005 i IE5,000000 P 12500000 P 0 P 152536 P 4B0S30 P 3213787 P 25547251 125000000 P 12500000 P 0 P9II068% P &61753 PI2I2016 P 15481966
Wher | 25 6,373,500 5373300 L3TIA00 6,373,500
- Falated apanses in the
E “issuaice of hybrid ter | ) {79,905} (73505} (79.505) [FHE05)
& Metincome far the vear 2 LHIBSEG LBIET8A LHOS T 2805073
Cash dividerids - 2005
PI'L85 par share {1 &06013) [1.606013) {1.606013) o E0e 0 3
“Additinal dividends - 2004
and 2003 (90,000 (&R0 (GR0.000) )]
Prinif yae achustrments 41,347 41,347 11248 | 248
Met unrealzed gairs on
% SOOUrtes 1 BORH01 BOR.201 BO7. 160 R
el urresakred trapslifion
gam. o {hoash P (&48) (&)
Surplis meserve 5ot 0D 26 {1.945) I 545 o {1,545, i 4 a
Transfers 10 swpls 213,787 {3212787) ¥ 1212026 [32132,016) a
Baance, Decernber 31, m 125006000 P 12500000 P 5373900 P IOC29B07 P |291430 P 2823566 P3IR024123 125000000 P (2500000 P 6373500 P 9956100 P 1272358 P2ADSOTS P 32907437
] Revahanon of other equty
i | imetruments- hybrid tier | 25 (1,907,500 (1007500 (1007500 {1,007 500
" Eal ‘Coupan payment of hybrid
tier (528026 (528.025) (528/02¢) (5IB.024)
Fiinctmi kar L yobr 1707243 1707343 TETIRED 1673852
Cashy dhidends < 2006 T
PE per share [ 1000000) [1.000.000) {100,000 { 1,000,000
Prioe years' adpstmernits (3,316} (8518) 2643 243
‘Met unreilized gairs!llosses)
Aan sec:r%?s rd (17459 (17459 (17453 (17453
‘et unrealized transation
gain or {lass) 2 {1.06%) (1069
?afmsenefnr
business 55T (357 Q 557 {557 0
Surpliss reserve st up 26 [4241) 4,341 i] (4241 414 o
Trarsfers to surplus 2B18.566 [1828334] 0 LAGSLTY _(2.805,07%) a
Balante, December 31, 2007 5000000 P 12500000 P 5366400 F 11318167 P 1276588 P 2707243 F3316439% |25000000 P ILS00000 P 5346400 PII232002 P 259589 P 2673452 P 33030553

See accomparping Motes to Financsl Staternents

———— — i —_—
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STATEMENTS of Cash Flows

For the vear ended Decemnber 31, 2007
[With comparative figures for 2006, as restated)
(In thousands of pesos)

Motes

Cash flows from operating activities
Interest income and dwidends received
Interest expensa paid
Bank commission, service charges and fees received
Profit from sale or redemptson of investmesnts
Trading gain/(loss)
Crther income recened
General and administrative expenses paid
Charges in operating assets and labilities:
{Increase) Decrease in operating assets;
Interbark |cans recejvable
Financial asests at fair value thru profit or loss
Financial assets avalable or sale
Lzans and receivables
Orther assets
Increase (Decrease) in operating labilities;
Depost: liabilites
Due to Bangko Sentral ng Filipinas
[Cue to other banks
Manager's checks and demand drafts outstanding
Accrued taxes, interest and expenses
Defarrad credits and other liabsities

et cash gererated frormd(used in) operations
Income/other taxes paid
Met cash provided by/(used in) operating activities

Cash flows from investing activities
Acguisitzon of bank prermases, furniture, fdures and

equipmeant |4
Disposaliother transactions of bank premizes. furmiture,
fixtures and equipment |4

Irvestment Property

{Increase) Decrease in:
Financial assets held to maturity
Equity imvestrment in associstes
Equity investrment in joint venture
Man-current assets held for sale

et cash provided byf{used in) investing activities

Cﬂhﬂmwﬁwnﬂmhgamw

Increase (Decrease) in borrowings
|ssuance of hybrid tier |

lssuance of unsecured subordinated debt
Cash dwidends paid

-

e

o

: Tﬂetmhammbﬁ{used in) financing actiities

"

Neﬁncmm {decrease) in cash wmmmm

G&IH@%—W at %mwcﬁwar H
cmﬂdmhaq%umrgqﬁm 24567

%

Group Parent

2007 2006 2007 2006
POJ39I8AIE P OI5294070 P 13939277 P 15296148
(11,313,885 (B,000,355) (11,226,1B5) (8.087.210)

650,574 383393 38762 81757

| 604,332 | 736006 | 504.332 | 736006
(7.571427) (3772.346) (7571427 {1 7T1546)
188,137 3476054 |,130287 3414040
(5563502 (5.030,468) (5,542,110 (4981027

37,686 791582 32,686 3% 582

|, §74,509 (33853847) | 874509 (33,878,347
(24,107 788) 6310521 {24,107, 786) 6210522
5068716 (2259455} SO6ED G (2.259.455)
15,203,690 (B.087,680) 15,208,301 (BOR| 284}
1914353 21575171 2916571 21555237
(64,335) 84,300 (64,335 84,300
{4,800 (28,506) {4,800} (28.506)
(6,977,024 6,424,935 (4,977,024 £674935
80,165 256457 (27,332} 345777
42135999 &175 585 4238969 6,165,205

P (BEIISON P 2077313 P (BEIBO0BY) P 2016632
(1,197,328) {294.034) (1,197.278) (291.838)

P (10009.228) P 1783279 P (I0025365) P 172479
P (186396} P (402496) P (1853313 P (401977)
51717 B0,859 51,775 60,859

| D&9 9|63 069
5 556,584 | 389316 5,520,642 2025,658
(2569} (1327

{4,000 (4.000) .
488,358 1783530 408,358 2763930

P 5882041 P 4410493 P 5871513 P 4448470
P &405152 P 10807671 P 6407742 P I0,809.383
. 6604413 : 6604413

" 7350000 : 2,350,000
{1,000,000) {2,296013) {1,000,000) (2.296,013)

P 5405152 P I7486071 P 5407748 P 17467783
P 1277965 P 23659843 P 254897 P 23641049
59934436 36276593 59912541 36271493

P "511|44u| P 59936436 P 61167439 P 59912542

See accompanying Motes to Flnarmal Sta'tE!T'rE!T{S
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SEMIOR EXECUTIVE VICE PRESIDENT
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Benedicta Emesto R, Bitonio, jr
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Armando O 5amia
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FIRST SEMIOR VICE PRESIDENT
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REGIONAL Marketing Centers

SEMO - CENTRAL PHILIPPINES
VP Danilo Z. Arceo - Head
nd Fir, DBP Bidg., Merchan 5t.,
Lucena Crity 430
Phonet  660-3393/660-5538

(02) B18-95-11 loe 1421
Fa (042} 373-6733
Email: srmocpiidevbankphil.com.ph

RMC — SQUTHEHNT.NG&LO'G
2nd Flr, DBF
Merchan 5t Ll_\_ma City 4301
Phore: (042} 373-191

(023 818:95-1 | lac. | 660
Fa: 1042y 7103370
Email:  amostifidevbanigphil.comph

DBP CALAPAM BRAMCH
Rizecas D, Sto, Mina
Catapan City 5200, Oriental Mindoro
Phans: (043) 441 -0504

IU.cl 2189511 loc, 1435
Fa: 1043) 4410217
Email:  calapanifidevtankphil.com.ph

DBP LIPA BRANCH
W2 C.M RBecto Avenue
Lipa Crty, B\d.dr'l%db 4217
Phane: (043) /564217
(O BI8-95-11 loc. |67
Fae! D43} 756-42 16
Ernail:  Epa@idevbankphilcormiph

DEBP LLCEMA BRANCH
Merchan 5t | ucena Lt z 43011
Phane: {42 3730813

(07} 81 8:95-11 loc. 1422
Fax: (D) 37301 34
Ernail -urenan_;rln-.-bamph- com,ph

DBP SAN JOSE BRANCH
Bizal 5t cor Quemno Street San [ose
5100 Ocoidental Mirdare
Fhone: (03] 4%1-2073

{02} S'E 95-1 | loc. 1437
Fax: D“ 3) 491-1932
Bzt  sanjoseflidevbankphil.comph

RMC BICOL
3rd Fir, GBP Bldg.,
| Quezon Avenue, Legarpe City
| Phaone: (053] B0-B399
{02} 818-95-11 loc. | 630
Fawx (052) 820-2399
Emal  amobri@idevbarkphilcomiph

DBP DAET BRANCH

[Magellanes Iraya St

Daet Camarines MNorte

Phione ; 'D54,| 440-0762
Bl18-95-1| lpc. [436

Fax tD54 240.0765

Emnait  deetifidevbaniphil.com.ph

I | DBP LEGAZP| BRANCH
| Cluezon Awenue, Le City
l Phone :DSIJ B20-2512

e —— e

B18-95:11 foc, 1681
Fa: [D 2] 480-7081
f Erall legazpifideybankphilcomph

==

DEP PLIERTO PRIMCESA BRAMNCH
D8P Bidg,, Pizal Averue,
Puerto Frimcesa, Palawan
Phore: (D48 433-2358
02y B18-95-1 1 loc. 16B%
Fax (048 433-2538
Emalt  ptoprncesa@devbankphicomph

DBP SORSOGOMN BRANCH
.-"{!G-.CM Bldgfcun: Burpos & Fizal Streets
Sarsopon L
Phore :c&nz'. 21|07

02) BI8-95-1 | loc. |6HY
Fane (ChH&) 47 |-6874
Erait  dbpeor@desbaniphilecrmnph

RMC EASTERM VISATAS
2nd Ar, D3P B, Cor Zamora &
Patemo Sts Tackoban City, Leyte
Phores (053 325-2962
[y BIB95-11 loc 1720
Fax [053) 325-296|
Erak  amoeastermsyasicetarkphlcomph

DEP BOROMNGAMN BRAMNCH
E Cinco 5t Brge C
Borongan City aﬁ-m Samar

Phone: "355,: SE0-5080

) (32} BI8-95- | loc |45

Fasxg .".'1‘1“'1 261-2168

Errai:  dopboronganidevbarsphd comph

DBP CATARMAMN BRANCH
320 JF Rizal 5t Brggy Lapu-Lapy
Catarman Morthermn Samar
Pheie: :'355} 2518615
102 BIB95-1 | loc 448
Fam {55, BO0-9065
Errai: I’.‘L[_*’.dtdl'ﬂ'-d vadedankphilcom.ph

DEFP CATBALOGAMN BRANCH
Sary Bartolorme Street
Cathaiogan Oy Sarmar
Phone:  1055% 251-2046
(0 B1895-1 | loc 1449
Fax: (055} 251-2687
Errak  dbpcatbalogan@debarkphilcomph

DBP ORMOC BRAMNCH
Rongos Arnes: Bidg, Con Bonfeon & Lopes Jasna
Streets, Ormoc Uity Levte
Prone: (053} 255-4485
{02) 81895 | loc 1729
Fasc l.-.l'ﬂ R1-9749
Emal  dopormed@devbankphiicamph

DEP TACLOBAMN BRANCH
Cor £ampoea & Paterno Streets
Tadoban O Levte
Frane: "3‘;3 523-0094

] EIB‘?E II loc 1721

-'ttdr@u_-\.‘:.ld:iq..fnl comipn

SRMO - LUZOMN URBAN BELTWAY
SWP Artoling G Butalid - Head

i 2., Sen, Gil | Puvat
[falkati City
El'v'; 7123
BI8-951 | oc. 3411, 34132

DBP MASBATE BRANCH L 8170509
o Rosero & Ouezan Sts Ernail: srmmic- sdevbankphil.com,ph
Mazhate, Masbate
Piane: (036) 3334073 RMC METRO MANILA
(BT BF8-55.0 | Joc, 1685 L8P Bldg, Commi
| Fan: +05561333-2335 Dibrnan, e =
Emat  mashateideviankphil comph Phorwe: {07} 9 7
\ -.;3| HI-:'H:IIh:u: 141 |
| DEP MAGA BRAMNCH Fae: 02} 9204903
Parganiban Drive, Maga City Email:  rrmce-neri@iceJbankphil comph
Phone: (054 4725778
(027 BIE95-F1 Joc. | 687
Fax: L[JS*}JI_EH -1581
Email:  nagaidevbaniphil sonph
m T S . T ST T =

DEP CAMF‘ AGLINALDO
Grourd Fr, Phil. Veterans Ofice
Veterans Compound, Camp Emilio
Aguinaldo, Quezon City |1 10
Phore: (02} 91 3-600
(02} 818351 loc, 1413
Fax: {02 91 3-5005
Ermail:  capuinzldoiidevbankphilcomph

DBP DASMARIMNAS BRAMNCH
Aguinaldo Highway
Dasmarifias, {avite
Prione: ‘_D"rnl 416-1389
(02} B18-35-1] loc, 1427
Fa: (048] 416-1390
Email:  dasmanifasiidevbarsphil.comph

DBP MAMILA CASH UNIT
350, Gad dno Bildg

Manfla (000

1 535-866%

Fas (0] 525-BATE
Emad:  manilzfdevbankphil.com.ph

DBP MUMNTIMNLUPA BRANCH
34 Mational Road, Putatan

FMuntmlupa City | 702
Fhone: (O7) B&1-5935
] B18-95-| | boe: 150 |
Fas (2] B&l-5398
Erma muntiniupaidevbaréphil.comph

DEP QUEZOM AVEMUE BRAMCH
Cround Flr, BRY BIR Hl"‘ cor Soout
Santiapo St & Quezon Ave Quezen C Ly
Phone @ (02 371-2306

(32) 818951 | ko 1415
Fas: {02} 371-2395
Errai ouezonaveiiidevbankphlcomph

DBF QUEZOMN 4:|'|"‘f'I BR.F'-NCH
Crowund Flr Vr*‘ &
il, |

subankpbdicomph

Ermai QRN AN

DBF STA RCYSA BRAMCH
Ma Terrace Bldg. Brey Tagape
City of 5ta Bosa, L %urw
Phone: (0495 534 EIC
(02 BIB-95-11 loc 1428
Fax: (i ":"- 134 Jq'
Email  starcsafdevbarkphiloamph

RHC CENTHAL LUZON

-3 Fe Blde. Dolores

DBF BALAMGA BRAMCH
Daon Manuel Benzon Averwe
Balanga, E-.f[-.'.J.I'I 110
Phcing = (047} i
(02 SIE‘ - |
Fax rl:M;‘ 1372073
Erpaif :  Ba |Iar\'§a@c¢ﬂaﬂkphi! comph

DEP COMMONWEALTH BRANCH
DBP Bidp., Commomweslth Avenue
Erilirrary; Quezan City 1119
Phyorne: I":Il] 326-] 6B&

(02) B18-95-11 o 1411
Fasc f{lﬁ F20-4898
Frmat  crweatthifdevbankphil.com.ph

b 1434
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REGIONAL Marketing Centers

DBP MALOLOS BRAMCH
Mc-ﬁ.rtl'u,u' HlE"lwav_ Cuinhawa
City of Malcios, Bulacan
Phone |LI:I+‘-' T96-0325

(02} 816951 loc. 1909
Fax (044) 79 1-6352
Errail  malolosifdevbarkphil com,ph

DBP S5AN FERMAMNDOD
g‘ MPANGA) BRANCH

ona |=a Fel Bidg, Dolores,
MeArthur Highway
City of San Fe"rlandn Parmpanga
Phane (045 96 1-56845

102 818951 loc. 1432

Fast (0445} 98 | -5817
Ermaik  darkiZdevbarkphiLcom.ph

DBP SUBIC BRANCH
Lot 3, Greerveoods Park, Heemang Bidg,
OB Area, Subic Pay Freeport Zone 222
Prones (047} 251-3093

(02 B18-95-| | loe. 1433
Fasx (047} 252-3050
Ermai  subiofdevhankphil.com.ph

DBP TARLAC BRAMCH
Macabulos Dirive
Tartae, Tarfac 2300
Phone:  (045) 982-6024

02y BI1B-75-11 log, 1405
Fax ECHS] 982-0885
Email  tarlac@devbankphil.comph

SAMO — NORTH LUZON
AGR| BUSINESS QUADRANGLE
SAMP Perfa 5. Soleta ~ Acting Head
Burgos Awvenue cor Gabaldon Street
Cabaratuan City, Mueva Ecija 3100
Phone: (044) &00- 1085

(02 8189511 loc. 1643
Fas: (02} 246-5027
Ermailk  srmoni@dedbankphil.comph

MNORTHEASTERM LUZOMN
Er'd'Hr DB Bldg, Csmena, Mational
Highway llagan, lzabela 3300
Phaone: (078} 624-0812

03 818-95-1| loc. 1608
Fasc EG ) 624-0877
Emait:  rme-nel@devbanzphilcom.ph

DEP APARRI BRAMNCH
Haharhk.a Hlfl'l Macana:,'a District

P‘nme (5‘%] B2 E

?} B{8-95- |I lac. 1416
Fax 078) BBE- 2066
Ermail : aparri@idevbankphil.comph

DEP ILAGAM BRAMNCH

Crarmeria, Mational Highway

llagan, Isabets 3300

Phone ; (078} 6242145
I'.'Il% Bia ’95 II loc. | 607

Fan . {LD? | 62

Email;: o Iq:l"nl.l:crn.ph

DEP SOLAMO BRANCH

Burgos 5t Cuezon
Sda.rm Fueva 3?{!5'

3
%‘E}EIB% ] ok, 1438
Fax 3d6-6087
Email: . solancfdedankphilcom.ph

upan Cemm.

Tat:.lkD
BIB9511 loc. 1606
Fax % 51| loc_ 1606

Ermail

59 L] Development Bank of the Philippines

DEPTUGLIEGARAC BRANCH
Cor Burgos & Arellano Sts,
Centro, Tuguegaran, Cagayan 3500
Pharse: (075} B46-238
102y B18-95-11 loc. 1406
Fa: . [078) B44-1957
Email: tuguegaraciidestankphiloom,ph

RMCWESTERM LUZOMN
MH. del Pilir Cagupan City,
Pangasinan 2400
Phane: |CI."'~:] 515-8937
B18:95-1 | loc 1&20

Fa: | 75) 523-7R35
Email:  rnc-reedifidevbankphil com.ph
DBP BAGUIC BRANCH

|04 P Arcade Bldg,
Upoer Mabini 51, Baguss City 2600
Phone: (074] 442-5305

02y BEB-95-11 loc, 1403
Faw:  (074) 4425307
Ermail; baguio@dt'.'mWF--cm.ph

DBP BALER BRANCH

Mational Highway Bray, Sukdayin
Baler, Aurora Province 3200
Phone: (D42) 722 - D065

Fa: (047) 2094217

Email :  balen@idevbankphilcomiph

DBP CABAMATUAN BRAMCH
Burgos Awe., cor Gabaldon Street
Cabanatuan Crty Mueva Eoja 3100
Phone: {D44) 463-1352

{02} BI18-95-11 loc. | 644
Faz: {0a4) 463-3538
Emal:  cabznatugnfidevbankphilcom,ph

DBEP DAGUPAN BRANCH
MH. el Pilar Street
Dagupan City, Fangasinan 2400
Phane: {075) 5 Ll%a

ﬁDl' 218- 95-. | loc. 1621
Fas: 1075) 522-2696
Ernal:  dagupani@devbankphil.comph

DEP LAOAG ERANCH
AG Tupaz Avenue
Lanag City llocos Morte 2300
Phane: (077 7720334

Eml B18.95.1] loc. 1402
Fa: O77) 142-104%
Emait  laoagfidevbankphil.comph

DEP 5AN FERNANDC (LU BRANCH
Lueco Bidg. I, Quezon Avene
San Femando. La Linian 2500
Phones (072 7000031
02} B18-95-11 loc, 1410
Fac  {072) 242-1049
Emak 5 evbankphil.coom.ph

SEMO-CENTRAL PHILIPPINES Il
5ANF Rosalier B, Dagondon Actn;? Head
4th Floor, DBF Eld%cbu efia Bhad,, cor
B Bel Rosario St
Prone El31j| 254963

EEIB 35 | o 1700
Fase 1254 4325
Frak  amocwildesankphilcomph

CEN _
e:rza.nlna Floon Bldg, Camena Bhd.

Phnne EE}?-’E 255-6310
& EIES-'?'SIHOL‘J?UI

.;-ue ¥ ‘] 2538951
hileoen.ph

Pbmes 32} 251 -ED?: ey

Ela-%lrumi?nr
15 224

DBP CEBL BRANCH
Osrresfia Blvd. Cebu City
Phare: 1.D3J_,| 412-3423
{02} B18-95-11 loc, 1442
Fas: ‘93 I53-7988
Emnail: -.Fbu@det.banrpl’ Loarn.ph

DBP MAASIN BRAMNCH
RE Kanglecn 5t Tunga- Tunga
Maasirs City, Southerm Leste
Phare: [5‘:_"‘]] 38 1-2084
:.D Y BI8-95-1 1 loc. 1456
Face: 05 1:| 5709954
Ermiail: |~'|a_1<|r£@-"m-b ankphil.cormph

DEP MANDALIE BRAMCH
Grourd Fir, Andeco Bldg,
108 A Cortes 5t, Mandaue City
Phane : (032 3458627

ey BIE95-1 | oo, 1446
Fax: (032) 345-B624
Ernail | mandauef@devbarkphd com.ph

DEP TAGEBILARAMN BRAMCH
DIBP Bldg, 243 C.P Garcia Averue
Mo th Taghalarar Cit
Phaore: (D38) 41 1-3107
0} BI8-95-1 | loc. 1708
Fax: (D3 4114033
Ermail:  tagbilaran@devbankphil.comph

RMC PANAY
Mezannine Fir, DEP Bidg,
| Drela Bama Street. lloils City 5000
Phone:  (031) 337-6432
{mg 818-95-| | loc. 1740
Faz: 1033) 336-7547
Ernaill  rme- paltj}@dewbankphulgmph

DBP ANTIQUE BRAMNCH
ANP Blde, TA, Fornier Street
San jose, Artique
Phone: {3363 540-9993

{02} BIB-95-1 | loc. 1447
Fax: {036) 540-7a48 |
Email:  antigueiidevbankphd.cam.ph

DBP ILOILO BRANCH |
e la Fama Street, lledo City 5000
Prone: (033) 33600592

03] BIB-95-11 loc 1741
Fas: 033 3372004
Ermait  ilodoif@devbankphil com.ph

DBP JARC BRANCH

E. Loper 54, |loilo City 5000

Phone: (033) 329-5230 [
gﬂlg BI18-95:1 | loc. 1743 !

Fas: 033} 329-5233

Email  jarodidevbankphiloom.ph

i
DBEP KALIBO BRANCH 1
y

[2BP P.H-cI%l:l rtol Site, Estancia

)
Phione G?&]Jﬁﬂ-il'}.&
301] B18.95.11 loc 1747 |
Fax: 036) 268-5792 1
i
|
{
}

Errail :  kalibogDdevbarkphil comph

DBP ROXAS BRAMCH
I+ & ETan . Rxears Averiue, Ropeas City
Pricmes: 621-5413

{02) B18-95:11 loc. 1745
Fae: 36y 621-24938
Ermait  rosasfidevbankphiloom.ph

*

e?zanme—Fh' Pl
Cor, South Capitol Road and Larsen St | |

Bacal
PHWE:d G?Q} 434-4784 1
02) EIEI—S'S: bc.r4sa ‘

Fasc, } 434
Emaik comph




DEF BACOLOD BRANCH RMC NORTHEASTERN MINDANAD DEBP DAVAD BRANCH

Coon South Capital Road and Lacson 5ts. JiC Aquing Averue car |, Rosales Ave DBF "l 1g .M. Recto Avenie
Bacaolod City Butuan City Chava
Phone \D3lj 433-4282 Prone: (085 815-6036
BIE-.95-1 ] loc, 1457 ’-"11 BIE-95-1 1 loc. 1820 c 1463
Fazes "‘1?-1| 4332303 Fas:: (085 BI5-1627
Ernal bacolodBdevbankphil cormph Email:  amonen ':‘av evbiankphil.com.ph Ermail L,..,.JLJ-'Eld,.»"'JI vhankphil.com.ph
DBEP DUMAGUETE BRANCH DBP BUTUAMN BRANCH DBF‘ DIGOS BRAMCH
Rizal Beulevard i Aquing Avenue con | Rosales Svenue 1 #yenue, Digos Crty
Dumapuete C |rr utuan City
Phane: (035) 225-4723 Phore:  (085) 341-5137 1843
(02% 8E8-95- | o, 1763 {02 B18-85-1] loc. 1821 ; 553-3
Fax '[] 35} 225-591%9 Fax: 085 B15-3123 Errai rJLf_IUI.\,y;‘Mt' Jbar kphil coen,ph
Emal:  durnaguetefidevbarkphil com.ph Ermaili  butuaniidevbarkphi.com.ph
CBP MAT| BRAMCH
DBEP KABAMNKALAN BRANCH DEP MANGAGOY BRAMNCH Limatec cor 5;-;:1‘.-5|5:U Streets. Mati City
Cor Lirazan and Bonifaco Sts., Sarer Bidg, Espiritu 51 Phone (087 3858-348%
Kabankalan City T"'a'ug_;gc;r Bishg Cit ty (0} B18-95-1 I loc, 1845
Phore: (034} 471-6170 Phaome:  [DB&] B53-5044 Fax (OBT) 388-3%|
102y BIB95-|| loc, | 745 'D.»_ 818-35-1| lac, 1823 Eria dbp |'|4T-:..|_E'+'u'n| kphibcomph
Fase (034 471-2402 Fax: [DBE) 853-2245
Ermail:  kabarkalangdevbankphil.comiph Emaill  mangagoridevbankphil.comph CBP TAGUM BRANCH
Pioneer Street. Tapum City
CEP SAM CARLOS BRANCH DBP SAMN FRANCISCO BRANCH Prione: (0841 2 i ?-"-TH
Or ||:';E|r:|r\t||: Bldg, Locsin Strest Crarge 5t cor Returda 02 EIE | I, 1468
San Carlos City, Megros Oceidental San Francizco, Apusan del Sur Fa ;[]Hd_u 4001 I-'--I
Phore: (034) 312-559 Phone; {DB5) 343-B374 Email:  dbpragumi@devbankphil.camph
(02) B18-2 o, | FBT [0y 818-95-11 loc. 1815 ’
Fax: (0734) 312-515 Fg  [DB3) B39-0439 j RMC WESTERM MINDAMNAD
Ernail:  sancariosfidevbankphil comph Email:  sanfranciscofZdevbankphilcom.ph Don FLorenza St (Fort Area)
Zamboanga City
SRMO WIN[}A?\IP.C] DBP SURIGAQ BRANCH Priane: EL:I 9927365
SVF Jose L Gonzaga, r — Head Marcis 5L Surigao C_\.g- B400 (02 BEE-95-1] loc, 14839
3rd Fir, D8P Bldg, C orrales Avienue oo Phone:  ((8&) _6,:?"" 3 -, Fax: [QE2) 9910359
Tirso MNeri 51, Cagavan Dhe Ciro City ! (02) 818-95-11 lac. 485 Email:  amowsmi@ide/bankphiloomph
Prone: (068) 8564517 foc  (DB) B2el3l6.
(02) 818951 lac, 1800 Emaik  surigaciideviankphil.com,ph DEP BASILAM BRAMCH
Fasc (O0RAZN 726-119 M Walderrosa St lkabela City
Errait amomindanaoiidevbankphil.comph RMC SQUTHERN MIND&,E'HQ Basilan 7300
Roas Awe, € “”"‘.ld Sasitas City Phore: (062} 200-35834
RMC NORTHERN MINDANAO il - g Fax ~ (062) 200-3585
2nd Bir, DEP Hh—j {Carrzles Avenue cor Fiid :g§ ‘-3|:I|:I3éﬂ HIT g Ernail: !:as:lan.g;f'p banikphil.com.ph
Tirsa Meri 5t, f'.guoamn de Org Cit e (T L o
Phone (D8R 231-4264 ) Erak. seaemEamiarnisphiloampl DBP DIPOLOG BRANCH
(02 BIB-95%11 loc. 8O3 (.r'umal una Street
P (08822) 723316 Bon Ko Alonmn Svamt Cobato City  Jumo,Dipolog Cry
Emai  rmc-cdof@devbankphilcom.ph Prone: (064) 421-2367 : Phone: '.EE”H 18951 | o 1883
{02) B18-95-] | toc. 1862 = bos EXE) il O L
DBP CAGAYAN DE ORO BRANCH Fas: (064 47 [-3404 Fax:  (065) 213 4290
DB Bdg, Corrales Ave., cor Tirso Meri Email:  cotzbatofidevbankphilcom.ph Email:  dipalogiideybarkphil.com.ph
5t Cagayan De Oro City
Phone: {D83) 8572148 DEFP KIDAPAWAN BRANCH DBP IPIL BRANCH
02y 818-95-11 lac, 180 Quezon Blvd, Kidapawan City By, Dan Andres, |pd,
Fax:  (DBB2Z) 723-798 Phane: (06) 288-| 450 fomb-oan;a S0 B
| Emait - cageendeormfidehankphilcomph "\z_| B18-95-1 | loc, 1465 Phone: (06 1
Raid {1:.543 TRE- ISR ) _l-]_l !-I_ 'J_":I_I'_I oc. 1493
| DEP CAPISTRANMO — CDO BRANCH Email:  kidapawaniidevbankphil.comph rax (Da2) 3333430
| Capistranc cor| R, Bona Sts. Errait  ipiliicevhankphil.comiph
| Cagayan de Crg Cit DEP MARBEL BRANCH
! Phone: (08822) 72281 Adunan Avenie, Koronadal City DBP JOLO BRANCH
R Ty BIB-95-11 loc. 1803 Phone:  {DB3) 23282439 Gen. Arrala Street cor: Buyon Street
1 l | Fax: (88Y BRE-T776 {02} BI&=25-1] loc. [B&S {_l_'l 1, Al
Email  capstrano-cdofidebankphiloomph Fa: [DB3) 228-3667 hones (085 341 -5%|
I Emall  marbelg@devbankphilcom ph (02} 818951 | foc. 1491
I i1 DBP ILIGAN BRANCH Fax {023 818-951 1 loc. 149
| v i Picardal Road. Mahayhay DBEP TACUROMG BRANCH Ematl:  jcioi@devbankphil.com.ph
1 figan City National Highway cor Del Corro Streets
b4 R ey 1215307 Tacurong City DBP PAGADIAN BRANCH
i \ EUZ% 1885 | | loc: 18| Phone: '-;15-4,1 47 F0368 Rizal Awenue, Balangasan District
g Eax U63) 22 1-3124 (0] 818851 | loc. 1567 Pagadian Clg T0le
! il |||ga1@d&ubmiq:\h| camph Fasc Llf:-‘ljl 200-3060 Phome: (062} 2142169
] Email  tacuronpidevbankphil.com.ph B18-95-11 loc. 1452
DBP MAIﬁ'BALA‘I’ BRAMCH F l:llfs } 214-1450
Bonifacio Halazyhalay Cirty! Bukidnon RMC SOUTHEASTERMN MINDANAC Ermail | pagadiangidevbaniphil.carmph
| Phofe: 'DSB'J £13-3331 Zred Floor, DBF Bldg, ;
:u_} BI8-95] | Joc. 1805 C.M. Recto Awvenue, Davas City DEP ZAMBOAMNGA BRAMCH
Fa: >"‘Eﬂ,‘l 8133682 Phone : (DB2) 22 1-2620 DEBF Blde, Don Fablo Lorenzo Street
Emait  malaybalae@devbankphil comph [02) &18-35.11 lo, 1461 (Part Areal, Za Ci
a Fax:  [DBZ) 221-251F e 23 9911331
DEP OZAMIZ BRAMNCH Email 1 amosemildebankphilicomph 01 B IB '5'5-| |= I, | 4488
Burgos con Zamofa Strests, C1zaris City Fax: . (062) 99

Phone: (DBS) 5210037

) E'S ‘3‘5 [ loe, 1BOY9
Fax: 3] S21-003]
Ernail:  ozamis@idesbankphil.comph

Email: mbur@gﬁﬁhhmﬂmrnph
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PRODUCTS and Services

LOANS AND CREDIT FACILITIES
Eligibla Borrowers

Sngle propriatorships, registered partnerships, cooperatves, assocations, privates
corporations, private financial institutions, local govermment units, non-govemment
orgarazations

Acceprable Collaterals

‘Cenerally acceptable collaterals for loans are regstered lint mortgage on fited real
estate properties, buldings. machinery and equipraent and other martgageable assets
which are akeady owned by the applicant or 1o be acquired partly or fully wath proceeds
of the lcan applied for. Hold-out on savings and time decadts o well a5 govemment
security placements are glso considerad as acceptable collaterals

In sorme cases, the Bank also accepts mea.;amrrnea of the faloweng as part of collaterals
Creadan and Rural Credit Guarantee Corporation [(’.‘ILIED-&NEOIE\} Smiall Busimess
‘Guararitee and Fnance Corporaton (SBGFC), Phiippne Export-import Credd Agency
{PHILEXIM), and Home Guaranty Corporation || T

Interest Rate and Other Charges

The rate of imenest and other charges for loans and other credit accammadations ars
generally market-based

Drobe-Equity Requirements

The debt-couty requirernents of the Bank would depand on the type of project 1o be
firarced taken m conjunction with the Bank's assessment of the sk Tactars for a
particular borrower

TYPES OF PROJECTS FINANCED
Ervironmental Prowection & Matural Resource Development
I, Solid and Hazardous Waste Managament

Constructan of Sanitary Landfilk
Clasure and Rehabslitation of Dumpanes
Sald Waste Storage, Cobection, Treatment and Trarsport Facilities
Fc'laterials_ﬁ.ecFo-glr:.- Facilives
ompasting Facilises
Coretruction of Transfer Stations
Wiaste-to-Energy Projects
Industriat Wiaste Recpclng Treatment, Stecape and Dispasal
Hazardous Waste Treatment, Suorage and Chaposl
Corsulting Services fior Project Preparation and implemeanitanon

L Polution Prevention and Contral

Pofution Presention and Feduction Projects

Occupational Health and Safety Improvemers

Raduction of Raw Material Inputs for Production

Waste Minmization dnd Clean Techrology i Industrial Proceses
Wastewater and Sa Treatment Faciities

Projects that Promaote Efficient Managernent of Matural Resources

3 Water Supphs and Sanitation Services
a  Mew'Water Supply Systems
b Bul\Water Supplies
©  PRehabiitation and Expansion of Exsting Water Supples
4, Mewand Renewable Energy Prijects
& Power Generation (hydro, biomass, solar and other renewable
BB
b Dt n and Transmission Systems

c Energy Efficiency Pnzei::s
d. Project Preparation Activities for Power Projects

T omoRan oR

= L

Infrastructure and Logistics

1 #.Hcgs'rﬁm'nf PMaritirme Vessals
2. Establishment and Development of Shipyards and Dry-docking Facikties
3, Road-RORO Terminal 5 (ramps, terrmial faclities, access roads)
4, Chrnate Controlled Facistie:
g. _}P}:\;l—Ham_ﬁst Facilities Py

ranspoet Equipment and Facilties
re i EqCuwters

BEregating (B8, public markats)

Producton
#:u:ﬂlaryﬂl.nar?&as and Support Facilites (e ¢, et and bedt making)

o b s Dolepn P R Sl

AU
e
%
g

e p

d Home Improywement (throwgh MEE, Ccn:ﬁ_s. MG
e Tranzaction Costs 1o ire Security of Tenure je.g, lnd ttlng)
{ Prosect Preparation Actwties for Socalized Housing Projects

Sustainable Health Care nvestment Proﬁ;am (SHCIP)

a  Primary Health Care Facilities and Medical Clinacs

b Corstruction and Upgrading of Primary Hospitals

o Moguistion of Medical Equipmeant

d  Laboratony Diagnostic and Cormmnon Serace Facities for Health

2. Health Care Business Solution Propacts {e.g, nfarmatian technakagy)
T Hospetal Modernization Projects

g Projects that Promote Pubfic-Private Partrerships in Health Care

Qrhar Programs

| Factorirg
Loans against Hold Cut on Deposit

INVESTMENT BAMEING SERVICES

Financial adwisory and investrment consultancy

Financial packaging/irstrument design for debt andior equily requirements
Secunties underariting/issue management

Arrangemant for bond fotation and mergers,

aoquesitons, dvestrrents loan syndications, project fnance, ont vemstures

b bk Pud -

and privatizations
5 WUnderwriting for debt of equily requiremsnis

DEPOSITS PRODUCTS AND CASH SERVICES

|, Dreposits
i Currert Account
Repulsr

- Interest — Earning
b Savifgs Account
Regular Sinvings
- Speci! Savings
- {ﬁp'nm Saargs
- Savirgs Depayt for the Youth
Pensianers Special Savings
" OISt 5P e -
= I ; H awarg Ma a Sav
- Treaurer In-Trus.:-FJv.?:l' TITF} Sarvings ::
- In-Trust-Far {[TF) Saen
- Dwrect Depost, Tor US\Etera.n Pensoners
- LS Diakar Denorminatad Savings Depost
- Thrd Currenc Qﬁlﬂrrumbed?a\nng': Ceposit
- D8P Cluick ATM Card
- D8P EC Card Accourt
€. Time Depas
- Pesg Time Deposi
- LIS Droflar Tirnes Depetit — Repular
- 1S Dretlar M Time Diespod
- Third Currency Time Depout
- Special Investors Readent Visa (SIEY)

2 ATH Sarwices
Cash \Withdrawals
Intertrank: Furd Transfer

Bils t
G'rew;:’stalem: Reguest

PRl Ehasrge
Point of Sale [POE) Purchases

3. Fund Trarsfer /| Other Servioes

Manager's Chisd

Eemand Draft

Foregn Currency Denominated Bank Diraft

Phil ic Diollar Trarsfer Systern (PDDTS)

Society for Worldwide Interbank Financial Telecammunication éﬂs‘u\ﬂﬁl

B RO

Dromestic Fund Trarefer thry Bectronic Peso Cleasring
EGIBCI_J‘HMC Fund Tr-lénﬁr istruction {EFTIS)
resgn Currency Exchangs Dealership
Currency E mr.r
%’IL af Ada Uted imemrd . Rermittance Sarvice
Quick Cagh Remittance
Interim Rerrittance Systern (IRS)

4. Spenal/Criber Servces

I—FT T oW e an o

a4 Acceptance of Paymesta Remittances for 555PhilHeakih
b Servicing of Goverrment's Madifed Ebﬁug_amntm (MIESy
4 Hnmﬁﬂxﬁﬁmm{Fﬁ
d. Coile e the Troasury
rizes Bank o the Bureay of Intermal Revenue
1 :ﬂepclht e raal vl:%ﬁqrrm
% eck Wirshouzng = & ¥
i CheckCuttng Syaem
b ot g m&ﬁ‘nﬂw &) ]
9 = :
L Credn;?a One. teriéd Depoit Facility i
TRADE PRODUCTS E
I, Jmpart b

Cromestic Fund Transfer thr Real Time Gros Settlement (RTGS)
&émmumm




Intermiational Standby Letter of Credit
Domestic Standby Letter of Cradit
Collection

= Diocurment Against Pa:

* Docurment Agaist -ﬂw_upLance
Clpen Actount
Bankar's Acceptance
Trust Recmpt
Shipoing Gmnm:ue o Stipsicle. Bond Guarantee for Good Transported a
Sl oF wilerays

Adhvance Refease for Air Trarsporied Good

I-_ Cutward Rermifiances - Commencial Trade

@R

T

Export
a  Export Megotwticn under Letter af Credit, Diocurrent agamst. Papment (Cash againg
Dacuments) or Documents against Acceptance
+ Export Bills Purchaze Fer Clean Megotiaton
(Piter asszssmcnt is o the standing af the isung hank)
E3<Pm Bills Purchase — For Discrepant Docurments
E urcscmth: makaion ad approval besed on the ereditworthiness of the dient)
I5 Land for Colection
=] Brls 5<:'1ur|-ng ¥
o, dward Bemdtarcss — Cammercal Tr.n:le
d  Export Advance or Expart Packey Loan [Mote: requires credit evaluation and approval
Dased on the credibwarthiness of the chant)

*RAD‘E SERVICES

u-g btk o lsuirg bank 4, Confirmng

% lnnn 5 Payirg
Nq,mulug &, Collection of Cestorm Duties
"'REASUR’T PRODUCTS AMD SERVICES

Interbank borrowing!) Elcr
Gonermment S-Br_urmes Ciealership

4. Treasury Bills

b Retai Treasury Bdls

¢ ROP Bands {Dolar denominated bcmds?

-?f‘ Fwelgr_u Excharge Dealership (buymg and seling of faregn curmency]
] 5
i cial Savirgs Deposts
b Option Sveigs
£ rur:':gn {_,urr\cnr_ Depaits
d. LADchar Tirre Depost
e T Max e wp with ROP maturity)
[ Captal :
£ Hecgng Facility
TRLIST SERVICES
L Irestment Maragesnent Account

Lt Irrvesstrrend Trust Fund — Gimong Skap Secore Fund
Tﬂ.dunnnalTrusl Servicas
Sankang Fund Management
CBEF — Eabaliat Petrement Plan
Revocatle Trust Accoun
e st

r rust InglEniure
c'-.-ﬂnﬂgm:hip
Eicroma ney
Stock and Transar ey
Rq:ﬂrv and Paying Agency

oin Agancy
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MNOTES TO FINAMCIAL STATEMENTS
Mote | — General Infarmation

The Development Bank of the Philippines (hereafter referred to
as “Parent Compary') was created by Republic Act Mo, BS for the
primary purpose of providing princpally medium and long-term
credit facilities for the rehabilitation, development and expansion of
agriculture, modustry, export development and povernment sectar
for the broadening and dversification of the national economy and
to promote the establishment of private development barks in
provinces and cities. On December 3, | 986, the Parent Comparny's
Charter was revised under Executive Order Mo, 81 epabling it to
zchieve a more efficient and effective use of its rescurces. Under the
new Charter, the Parent Comparry shall primarily provide bardang
services principally to cater to the medism and lang-term financng
needs of agricuftural and industnal enterprises particularly in the
countryside with ermphasts on small and medium-scale industries The
Parent Compary's orentation = that of a predominantly wholesale
bartk with a significant retail presence. As such, the Parent Company
provides finanoal assistance to participating financial institutions for
on-lending to irvestment enterprises and also direct to borrowers
as may be required by its catalytic role n the econamy The Parent
Compariy is likewise imvolved in ather activities including irvestmeants
in government and private financial instruments,

The Banghko Sentral ng Filipinas (BSF), in is ketter dited December
20, 1995, granted the Parent Carmpary the permit to operate as an
expanded commercial bank (EKB). The Parert Company comenenced
operation as an EKB on February 7, 1994,

Republic Act Mo. 8513, otherwise known s an "Act Strengthening
the Development Bark of the Philippines”’ amending EQ Mo, 81 was
signed into law by President Fidel V Ramos on February 14, 1998,
Fo Mo, 8523 increased thie authorized capetal stack of the Panent
Compary from P5 billon to P35 bilion, created the postion of
President or Vice-Chairman of the Board of Directors whe shall act
a5 the Chief Executive Oficer of the Bark and exempted the DBP
from the coverage of the Salary Standardization Lae,

The Farent Company and its subsidianes referred to as the Group
are engaged n development banking, financing. management services,
computer servicas and remittance services.

Itz principal place of business is at Ser. Gil |, Puyvat Avenpe cormer
Makati Averie, Makati City,

Az of December 31, 2007, the Group had 3470 ermployess (2006
—1515) and operated a total of 77 branches nationwide.

Mote 2 - Summary of Significant Accounting Policies
Basis of Financial Statement Preparation

These financial statements have been prepared on a historical cost
basis madified by the fair vatue measurement of financial assets on
trading and available for sale secunties, dervative financizl instruments
arsd real and other properties owned,

The accompanying financial statemerts of the Parent Company
refiect the accounts mantained in the Regular Banking Unit (RBLY
ared Foreign Currency Depostt Unit (FCDLN.

The preparation of financal statemnents in conformity with PFRS
requenes the wse of certain critical accounting estimates. it also
requeres management to exercse s pdgment in applying the
Group's accounting policies, The areas involving a hegher degree of
judgment or complextty. or areas where assumptions and estimates
are s«gmﬁ;ant to the consolidated financial statements are disclosed
In MNote 3,

terent of Com

The Group's consalidated financial stiterments have been prepared
in accordance with accounting principles generally accepted in the
P,L-l]_ll—;f-?ines a5 set forth in the Philippine Fnancial Reporting Standards
(PFRS)

n la} i l

The accounting pohces adopted are consistent with those of the
previous year excepl as follows:

The Monetary Board of the Bangko Sentral ng Pdipings. under MEB.
Resoluton Mo, 1043 dated August |4, 2008, directed the treatment
of the MG foreign exchanpe nsk cover on the foreign currency
borrowings of the Parent Company from multdateral agences for
relending to specific sectors, as a derivative finardial mstrument. The
foreign exchanpe cover is a bilateral agreement between the Bank
and the NG, through the Departrent of France (DOF). The terms

and conditions, incleding the foreign exchange risk cover fees, are not
subject to any benchmark or publicly quoted prices. Any changes n
the terms and conditions specified m the contract shall be mutually
agreed by the Bank and DOF and the pretermination of contract will
not be subsect to any form of pretermination charges or unwinding
costs. Currenthy the foreipn exchange cover is not avalable 1o any
private entities. To comply with this tregtment, the Parent Company,
retroactve to the PFRS transition year 2005, revalued its barrenings
in egccordance with PAS 11 and determined the fair value of the
dernatnves by the use of standard option valuation methadologies as
required under FAS 39 This treatment resufted in the recognition of
the fofiowing: (in million pesos)

The resultart residual gans were closed to misceflaneous liabilites
instead of reflecting it in the profit and loss account.

Retroactive to 2006, Hybnd Tier | interest coupon paymerits are
recognized as dividends and deducted from surplus instead of
interest expense.

The effect of the adogvon of these changes = & reduchon n net
income by P1,84% million for 2006 and by P30 million for 2005, The
Accounts Recevable-MG foreign exchange. differential accourt was
correspondingly cosed

andards and amendments to standards published effectve |lanuary
L 2007 and onwards

The Gmu#ecllas adopted the following accounting standards which
became effectve for annual periods on or after faruary |, 2007;

PFRS 7, Financial Instruments: Disclosures. PFRS 7 prescribes new
disclosures i the Group's financial statements that enable users
to eveluate the significance of financial instruments for its financial
position and performance, the nature and extent of risks armng from
the finarcial instruments and how these risks are being managed by
the Group. it requires the disclosure of qualitative and quantitative
information on exposure to risks arsing from finandal irstruments,
includeng specified minimum disclosures about credit nsk, liquidity
risk, and market risk, and also sensithaty analysis 1o market risk, |t
replaced PAS 30, Disclosures m the Financal Staterments of Banks
and Similar Financial Institutions and those reguired under PAS 32
Finarwial Instruments. Disclosure and Presertaton,

The new disclosures under PFRS 7 are required to be made for
all penods presented, However, the Group avaled of the transtion
relief with respect to the presentation of comparative information
for the new nsk disclosures about the nature and extent of rsks
arizing from financial instruments and presented anly the relevant
new disclosures required by PFRS 7 for 2007,

Amendment 1o FAS |, Presentation of Financal Statements — Capital
Disclosures. The amendment 1o PAS | introduces disclosures about
the level of the Bank’s capital and how it & being managed The
required new disciosures are reflected in the financial statements
where applicable

Basis of Consobdation

The consobdated Tinanoal staterments include the financal statements
of the Parert Company and the following subsidianes and are
prepared for the samé reportng period as the Parent Comparvy
using corsistent accounting policies:

DBP Data Center, Incorporated

DBR Corparation -1 00% owned
DBP Remittance Center - [00% owned by DEP
Hong Kong, Lid, Management Corp

Under BAS 37, Consolidated Financial Statements ond Accounting for
Investments in Subsidiones, the financial statements of the investes
compary are reguired to be consolidated wath the financial
staternents of the imvestor even if the sharehalding of the enterprise
5 below 50% but the mvestar has evidence of control,

All significant inter-company balénces and transactions are efiminated
in consolidation, The consolidated financial statemernts of the Group
are prepared using uniform accounting policies for like transactions
ard other events in similar drcumstances.

b rifs i

Subsidanes are all entites ower which the Group has the power
to contral the former's finanoal and operating paolicies. The Farent
Company obtains and exercises contral through vating rights,
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o mnarkss rewzhoat on ara credited o chasged o anerations,



Financal gssots cvonkabie-farsole JAFS)

Axallzble “or szle invesmerits are those purchazed and held
incafintaty, wh ch rray be sold e response to hgadity needs
gr Changes nointerest rates, exchangs raten QI Uty prices.
“hesa secu-ties may be Gassified 35 carrert o ar-current
depenc g arwkether they are irtanded to be beld witin onz
o1 vear 3 for moee thae e (1] vear

After it meascenent. AFD aoe camied at Tar o skt
value, Unreahesd gams or losses on maeeel valoatior o
charge in % valoe are repcetes gy separale component of
siockhaloer's eguily 1t staterwenl of cong fion.

When the sccurmy 15 disposec ol the comulative gan oo
s previcisly rerognized inoasity 15 serognred as “Profits
tror nwestieents and fracng secares - nettn the inrome

staterierd. Interast earran ar Poding ARS awestriarts are
Enorted as Inteest ircoms

Held-%=-matan®y irvestments ane non-denvelise nencrl st
wth fived or deerminesle paymets and fieed matunties that
the menagement bas the zomtse intorticn ard sbity o baad
to matuitty As prosded cncer PAS 339, the Sroup deoides
to scll or reclass more than an insigzant emeunt o held-
to maturty aszets bofore matanty ar caases olnes Lhar as
1 conseguence of non rooamrg 1solated cvert sovord s
sontrol that could not ke meascrazly anbcpated, the core
sanegny wanlld me tanted ared rer asafen zs svalabe-forsals
fior the furrent 2ad (ne est tes linadial reporting pears.
Securties fal ag arde - chis catgagory are roomzlly clasatied as
NOP-CUPTErE st e s

Afrgr wnlidl peasnement BT arg s acequenty mease ] at
wrerbiger codl usmg e efeclvs reesl 2% retoel Gang
or loses on arioelizadion g on saes are oredibed or coargsd
B Cmedt O,

LoInE GRg' Eeiniey

Lzars ard 1recervables ae sor-dervaties financ & assets with
fixes ar determunabe payrents that zre rot caowec noan
mitmee rrarket other than:

I.  ~hose that the entiny ntends e selhimnreciately or
Ir t1g reastar, which shall ba slassified 23 held far
wading {HE 1 znd those that the entity wion e izl
recog T o des grates a8 at Tar walae thegaph peodit
or loss;

2 tose that the crify Locno it rocogninsn
dresignates as ava able for sa o or

3 mose for o which tne halder may oo recowver
stosanhally = af s izl ivestnant, otber than
heragse of cradt oetenc-aton, eoch shall be
clzzadied as AkS

Thesa are Zartied inthe oooks at amorticec coit o At the
arzart Gt owhich the financizl asiet n eeasuees 3t indtial
recognition rirgs poacipal repayrents, plus or mirgs the
cumulatve amartization, using the efective irteresl netheod,
of ary difference berasen that it al armouet ard the reateiy
armgunl, arcd s 2ty rrdaction {0 el or thegaph the wse
o an alewance acoeurt) for impairment or ancolles 2 Ly

n ceterrnin. g e cfectve intercst rate, the cetimated Surtare
cash flows corsdes zll cortractaal terms of the fimarcal
nstrurren: but do rot consicer foture crect losses. The o
rollests ‘ront-grd fzes and otner chasges [La. commitnen: ‘=es
anz service charges; thet are rot conaiderad “-anzac o0 costs
7 caculatng e effactve rave. Thase ‘ees ard othes charges
are reccgr Fed Immrecately &5 incore of the Grolwa apan
rallectfian,

Fest chie acconnts are autorcatically camad o0 non-accreal
masis Intarast ncorre Gn sulh aTC0wats s recagniTes ar y npan
callertion.

Tk account aso achdes Laquates dent sesurties lass™ed
25 loars (LDACLY These are arquated cebt secaribes wih
fixed & detarminab e pevirants and “xed reatoriy, Jngaone:?
delt secormes dasafed as hoata shall be rzasared upor qital
recapr-lior al twir Tair ealue plos rarsaction coses thal are
directy atlribulab et the scuaisiven of Pese seouriticg, A
Imtia recogr tior, 4 Bank, shall meass o lkese secunlios at their
amnortired cost usng e eFective iInterest methed.

pirrany f go

Assote egropg ob arnior eed s

The Group assesses &l eack salance sheel cae whelker there
15 ohiective &adence izt a *henciel sssct or grouo of T ancil
asaets 15 IrpAIred.

& firanc al 833t or A goun of Tnancal assets s oimpared
and irroarreent losses She armoarts by ok cho the casping
gnouns of Ingn. e Outstarding Praopal Balance {OPB) Ioss
Algewqrce for Imoairrizrt ooses ewcaed the - recoverable
wd aesh o curred iF anc only 1 nere s ohesve e dence
ol Fpainmet s d sy Lol cne or moee events that oocured
afier the iritial eoepe Do of e asset ool what 1oss @went Fas
en impact or. the cstmated futare cash Nawes 2 Lhe Tinaraal
szt or groLa of finaraal assets thal an se relisbly eessured!
axtimae:d.

I these s abjective @adarce that zn npairmet [ass or loans
znel recersabes has been rrures the amourt S the loss
iz megeued Az the dfarence betwesn the assels carrarg
aecarl ana s cecoverable alue Recoveerabe amon ot g e
bt sl it m walue bess cosls L sel ard g waiae it uze Ve e
i e s e presenl valoe of the futare Casa Aows expeces
oo b derived frone an gesed The caoving arourt of the gsnes
i reluced virougl e cse ol am o Iaeance acoourt ard te
areezarl of 1M loas s recogmzec o tne acame etenent

“Whea e can is uraol eclibee it s smilles all Sganst e relatec
prossicn “or credrt losses Such loars ame writler ofl afer all Lhe
necessery procedures have bees completed and the snoont
ol e £ nEs been cetemired. SUzsequent recowenes ol
areunits pres asly writen of are crac ted o misce ancous
IACCTE TR CnenE StAtement.

[im a subsequent oe-2<, the zrcunt of the irparmart osz
decragaes ard the decrezie can be relpted chygcwel tooar
avet DICLT g Gfter tne mparmrant weas cerogrired, the
prewans y recopmzed impainmert losg i@ revarsed by 22 050ng
Wi 2 cvarces accounl, b the Zarr peg aroeat 3es the
reversdl of ke mpaineent lews shoald ot exceed the carrpmg
armount Sl the oan accoont bad bere bees o impaereent
s reoognized. The amounl reversed s recogiisee in Lie
acomne steterment.

Azzetr chassifies o5 awmcnle-iorsae

A& sigr ficant or prolongad dechre in the f2ir value of e able-
for sale zecart-es below (oot s consdered e determur ng
wheter [ne zacgriies arg irpared. The cornlave loss
[ifferears bieteear the acouwstion cost and the corrent 1ar
value) s rorowe froen steckhalder’s oy and eoer zad
in e saterraerl of scoiee e the deset g deterrunes 1o
e rmpdired. Die g suosequent penagl, the e value of 2 cebt
INE=rUMmEnt proycJsly Impaires incrzese and T e L b
objectrely releted to an event cocurmng aller T ire i
logs was recogn zed, the iImpairmcnt loss = reverses brough
the saterrant of income. Fewersel of imparmient  Iosecs
recogrized presiously onoequty iestrurments 1= made directly
ta sackbolder's equits

for-fingnnal asaeis

Ir the case of real and cthes proparies acgaired (F2FRS). bank
prenises Farr tore, “bures and asapmernt. znd otnes aszsets,
wreayreent o5t is e diffeence betwaan the carrwing amaount
a7 Lhe fair value hess cosls Loosell e <ase Carrpng arount is
higher The oy i recognize] e the ncome gatemesat ard a0
zllovweance account is sol ap to recace e carry e arsarl of
the asset

Bank premizes, furitare, ielures ang) eouijrnen

Bank zrermises, ‘uimiture, fxturce ard equiprmenl Jincluding easeh o
I arosemens) ere stated at cost, less accarmalabed duepre, alion ard
zrncirtiratior. and ary impanmcnt -novalue Sepeooiabon s corngzabed
based or a stra ght-line Fetaod over the estimated useful lees of e
related assats a3 {ollows:

Builduing
Fumnrture and equipmeant

15 — 50 vears
3. |0 vyears

Iriparrieet 5 recogrized when thees is 3 substartial ewdence 2
docline e e waae of e bare zrecages, fumitars, fiduees and
cqu zmenl and recoeable armcarl Ty s el kg Carry g amcant

The cost of lezzebod imzrowvercts is armorliaes e the lermm of

-he lease gr the ashimated Jsell | e of the nprovemerts, waicheyer
is shorter. Miree sxpercditure: or replzcement mantcnance ard
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repdiny wre experees o nzurred. My or rerovaticns and aettesmets
Ibat will eleeaed U I¥e of the asset 4z caprahzec.

Praperies 1l ao no oager teeded or uncconomiczl to martzin
aresdevensgnieed Laon o saosdlin sccordarce wth ewst g paidelines.
Property Cizposs Comim tiees wers created e s parpose | he
ost anc toc relates actumlated deqrecizhicn ang arec zEhon o
tha ¢ anmses assat v emovad Fara the gooouats ard any reos treg
g o l05s s cred ted or Cuargec to current operdtong

In Seocaroes 992 the Areat Compars Blorham prope-ty
B, < vt sLated at aporaised w4 ae as determir2s by an incependant
appraser, Tho aut ieoroase e gppresed wvalls wvas credred to
Apardisal nerememt or Propersy showin under Stoccknloars =oans
I carp e win me aew S5 sac apprasal ncemeT was
“ezogr zed g5 pert of the cepmied cos o the Topety ard ravarsed
to Surp a5 Sabsasgent adshors are stated zt cogt

Slar-cument assess ne d dor sa e (N AEFS!

SOARRLY consist 0f real ana other proces bz acgored SROIEAL
theon.gh faveclosere OF norgagan preoperties oF das o leenepayo
that tre Litup irfeads 1o ssl witne oo pean fron T dale of
classification 25 ed o g2

Ulpor acoosibs ol v mor lggged poopertes, the anal casmping
arrwaunl for Feal arz Ciber Properucs Accaired (RCIFAS 15 comr auted
45 T oulgtans O salarce of e car oss zlloeanee ne nanareanct
plus transzctior costs, Lirde - PO EA matns, alloweaacs 1o ine cair=ert
1550t up [the carrang Ao awcseds 18 dair «a ae 07 the I0R

S AL Era car adn e bodt ot T Inees 07 it care y e araarl
ard fan alue l=an 20515 10 5 | They are e ot suzpes ] Lo deprec abior

Ivagtranrt pn e

lraestranrt property melodes ared aed Laildivps he s ‘or captzl
Aporenat o ans R ocentat The o etaled ot cosl 235 aczume ated
depreciatn b o oalec suzpell Lo segalar mpa TeRt tests A0
pa et loss s reeogiesel foe ke amoust by owhico the
procety s carrvie g areoare | exoeels i recorenable 2 mountwhie o s
s araper Ly e valie less coets 1oosel ans value e oase.

Liogsey

Tha sases ataras o by the Parsst Sompary are aroanly opesaling
lemser. CIparatrg pAgtsnts A8 recogmise ag s=pensy 1 the moore
statarrent o0 steaig it line Lass e U percd < the loase.

Wnen the aperating lzase iF teoraatel befors T lease penod
Fas expred a9y Dapnect regqueed Lo be ormade Lo the leszos oy
wedp 07 peralty o recogmesd as ae expense e ke peroz 9 whkch
ternination takes poace

ritangibile 355e1s

Inlangbile assets Cncluded wader Cther Sssels) represart oo
of sofbwae licenses ano svstem devclopmert znd mantenzace.
Inlangibile as.els are mcasured 4l cost and amortized zased a0 oA
shraiglt lire reethos woth an exoccies Jsefs Ife as lollows:

Computer software licenses
System developrnent and maintenance

1- 3 years
3 - | weary

Costs ass0tared with dewvelopig er rrinla tirg compuies softears
Ergran s are recopizey b ar expuerse when incumes, Zoss that
are directly assoiated] witt e products of identifiable znd wnis e
sofbwdre procacls controlled by the Pareat Compzng anc that will
srobacly gererals ewcrmr L beoefils creoes g costs beyonc cne
FEAGAE recogincer s infangille assets Zirect cosms irchuce sofreare
el et cmp opee costs end an apprapriate portion of fe avant
wwertast,

e e its

Fretirerrent berefis of the Paer Jompari's staft are cowerad [
aws adphcasle o oall provernreent emplopess, Gratoi 26 are pad by
CBF for stafl ampoved anor to Jne | 1957, 7 he Pareet Corparn
aars throwgh & Fanded non coatributary gratuty alae corsesling =l
actuasa b determmned noreal arnal seevice cosls 2lus amortizaz on
of past aeace abity oo o er-pear 2erios wh thoare chargad to
coesghione T hose e oved afes Juae | 1977 snall oo pad direc
by Lhe Sowermirent Serace 1swmaroe Syetem. However, iroaews o
Lhes Carly Felirernent [eertres Program (ER P ot chos geared &t
ensuning the wrahity of the Parent Comnpeny foe the nese tar yrars
throuph vfusen of row Bood, cost saargs o ts pecsanral badzet
ar] reation of news oppeetar bes lor career advancemens ir the
vt Coriparyy reliremert rcentive 1z paic to mvaless and imatees
upod efectvity of o seaaretion from the Parent Conrpans:

a4 L3 Developriert Bank of the Philippines

In compharce etk anplicasle laws, the Parert Company ettashabed
& presadert Az for the barefic of s amralavess, Contnbubions
rrade to the fand Bzsed or 2 predetseraned -ate ars dharged w
opEratian.
Jederred Incone Ty

Deferred nce-ne lax liabilites are the amsarts of incomre wawxes
payahle in fllure periods n seszec o trwzbHe temperary © fererres
ircliding assel evalaton: Defamed incoma tae asssts ame the
amouns of Ircome fases recowerable o luture penocs which 2
reregrired for &l dadachble teracorary diffeseaces, the Cary rware
abunused net cperat ng i carrpover [MWOLCO totle extart b
it s orobabile that taxanle arofit v Be gemlable aparesl winch Lhe
cesartib s temporay diferences, the carey Sraard oF ang oo e
ML, e wrased waw credies Can be uliheed

Taxaule wenraorary diference: ame emrporary differences that sl
venlrin lsalle airoaris s celerining sasable proft (tae oss) of
fulone zeqoes when e czemping amolt of the asset or @zl
orecoveres o settled. Deductibe tersporary difarerces are
lerporasy olferences that st neaalt i zmncunts thas ame dedls ole
in deerr rg twable profic (2= 253 of litue peads whan e
marmng amoL it o the assat 1§ rerceered or BT Ty 5 settlacd

Tra rammarg ariont of del ~ed acome w a3set § reviswsd g1
aach stateraset o cong toe clate ang redaced 1o e exleet Lhat it
g harger arobalile et s Foenal taxable profo will be avalab e e
Ao al D zar L of the defurred ircore tax gsset to be ctilzes Ay
sacredaclion swould Le s absecaertly noverses to e cwtent 1Et L
seormes procab g thal s Foet e arofit e || B avalabic,

Cieerred ircome ax zssots and ahilimes are measored at the tas
raics that arc gopheable to the peson when tha asset < raaheed
otz | abiliy i settled, sased o0t vEtes (s tax awes) TEt naee
zozr enzited oo snbstantesle enzoas By e ong of the repuorterg
oo,

HormowsIrg Cosis

Aotrawarg covs repessert et Al other pen leest Tiearal
charges ann oosty ircuoed o conmechon with T gvae mieals ol
dnrmes o ang forege Doy aps I corppliaree el PAS 23 1zt
areginles e accoarling lreslment for Somowing comts, 07 costs
arc gerwrally resear zed end grones as ar sxpanss 0 the pEAOE N
whic they gre incumed

Govem e grants PAE-REY Cirats)

Glooal Enrcomanta Facility <iart Trst bung Agraerest dated
Zararces 8, MRS uncer Ciart Moo TRISZ1ER PH O argarting
B J5EY M owan agned betweea the  Ieterratonal Baik for
Arconsieachion &2nd ewslopnet Mok Sankd and e Reoulhc
o the SR hiphees |BGELThe graat g stz Ly sopporl actvilivs
‘or the eficient imparrentatior of twe World Bk Rural Hower
Pranert [WE = RIP) witl Digse sormerl Zack of e Phil opires and
[Garartrazrt 0f Energy a5 exscut g dpe- ey

Ot oo e JSET M ganl, USESG0O00 ws Leer a ocates to
3P twpugk a Merworaadues ol Agreenent MOA) amon
Gecartrazet of Finarce [0S0, Depactneat of Cnecpr (D0DE)
angd DR o ypeplerenl aclivities to meduce market bamers 15 the
LU aticn of erowasle enorgy tachnaologies.™ he agresrert

brecarne effiecive or ey 1€, 2004 ard shall be closed an | Jeremnber
3], 25,

In compharca etk FAR 20 Accourdng for Gowsernewr L Graels and
Isrlns. e of Gowernragrd Azsistance, the grant was recorded s
dafares credits and ecage 2ed a5 o me e period e melaled
caats weare broked for prooes matcheng of acome ard empecise.
As ol December 11, 2007 tosal recept of furds ron the prart
aggregated UH247 thousand with pesa cquivalent of P136E M.
Irterest 2 SO T navid

Irterest ang other o ne arad cxacnses 40e rooopnioes or acorual
basis, @xcept fae wose lean accoants woich are adversey class fied
coctsistent with {9e gudel wes of the Bargko Sertra rg PR s
[B5F.

Mote 3 - Significant Accaunting |udgments and Estimares
IPa Aallcwarz 38 the critical judgmeat: and key assarnplions

hae a sigr Teart vigk o rrateral adieslinent 1o ke carrary ameonts
af assets and hab e s tlh o e et lieancial wear

Ihe Cooup revews its loar ponctloho: ane receivacles tooassezz
i parmart &L least woraally or as the feed anzes. [ determruning
wncthes an mparment ss sheal! B recorces 0 the sasemens



o7 Income, the Groap makes adgrents as o whether there s ary
chiscrvable data adicat g that theme = 4 mertirah e cesrease o the
catimated ‘rture cash flows wh ok incluces obserabls data odicating
that there Fas been an adverse change 0 he payrent status of
borrowessn & group or ratonal oo 1oal 2conoe s Londiliang Tl
correlzte with de‘zilts on asses v 5he group

Fair val Brivities

[me tair wzlues 2t hirangial osmareants that are nol gueled inacliae
g «ets ara deterr ved by uarg valuabor relbadeWhere veluaticn
mathods e used 1o oeternine "2 - values, 17y are szhcated znd
prriodicd v rev owed by qualifiec parscnne depandant of the arsa
thet createc thomn To the estert practica . wallateon rethoos e
or y ooge~vadle cata Changss o assoraptiors agout thess “actors
could sfect resorted fa - val.as ot finaraal imstre, nerits,

ImMpairment of AFS nverrents

The Group aeterrunes Lhat AFS couily imeestmencs are imoaired
whe thee has beeq a sgre ficant or prolonged dechre in the far
vitae Lelows i cost This cetermurat on of what s sgaificant or
przoiged requ nee uogmert Iromaking chis udgment, thie Croup
vyl #mong othor oo the orral woar ity e share anee.
In addilion, i zairment may be zoproprace wher thare 5 ewdence
of a detenoretior -0 the financal kesbb of e reesee indosty
#1d sector performnznce. changes in technalegy, 2nd operstiong 2
fina-c g cash flonwes.

HI™ Irvestrrenss

The Grouz follows the gude s of PAS 39 on classi® g non-
rerraatie Tinardial assels with lixed or deterr nekle pzyrerts and
M) maturily ae | T This classficat =7 requ mes sigficzn: jLdgrrent.
Irv imaking 27is judgrent. the Group eveluates ms intenticn 2nd &0 Ty
Loy bzl =uch inwestmierts to matunzy: H the Croap [ils te kees tese
INvEsTmenls 10 Maturmty other 2an o certain spechic CIrcLMEAanoes

for cramp o, scling of more than 2n nsigmificant amaunt clese fo
matarry 4 will be required <z raclassby tne &t e portfohn g5 AFS
The Irvestrenss would therefare B mezsored 3t e wawde anc not
anartizes cas

|mEaimert of nan-carrvest assets he_d for sale ! zack preawses
o fi el Adquip:

Asnets are waeesd and toasted wheneeer the-e n chcation of
Irrparreent at ezt zneaglly For the purpose of mparnent test
fseets may be grouped at the lowest levels or g cast genecating onit
aefiren as the aral est wentifiable group of asects that goncrates
zasl nflowes e other aesers O proaps of assets,

Prosesi® vl F reslirer-qors "N

The areeert valoe of incenlives accruing to offrers and ampioyees
wn mesoanded to the ®ameqt Company's ofer far early resreman
up Lo the vear 2008 erounted to 2110 bilhon, B25 1% prowdes
ikal berchite whick 2l due for maors thar Swehe montns aber
the balarce zheet date shall be redisccunted using gearage narks:
wielcs an Fhdippine government bands with termes comsistent weth
the exgected emploves oenelt pryout 25 of statement of condition
dates,

Acerued retirernent incentives of the Parent Coreoary o 2007
armounted to F333 mulhor (7008 - P40 mi o

Mote 4 — Fair Values of Flnanclal Assets and Lohileles

The methiozs anc assurratons wsed by Lhe Group in csumat g e
fair value af the Taancal mstrurere s e

Dbt wegyu-ties  Fair values are pererally Jased upor quoted
riarket proes o the market pnoes are nol readily 2vailabe, fa-
wallugs are eslimrated using oither values chraned frer incependant
parlies offering pricng seraces o- 2Custed guoted rarkst ances
of compaqable rvestmeats or asirg the discountad cash o
metiodolopry:

Souity securties — Fa- values are hased on quonen peces pablished
In rarkets.

oans — [ar values are estirass Laag the discoarted cask ©ow
rietnodology Lsag the Groups curment acnemetal leng g rates
‘or armilar tvpes of 'oans. Lozns and advances are et af orce Siong
“or ImpEIrmens,

ShortterTroraestments — Caroarg arsoonts aparcsinrale Fair valoes,
CHher Queted rearkel prices are 10t reec y ava able for these

w550, They arc ol roported at “air value ard ane met sigifcant
relaucn oo the Group s “otal po—dola o secunties.

Czshoand cash equialers — Carryrg 2mo0ms gapeesrnals fa e valoes
Derveatiee groeents Fuvalues are eslirrealed bases on quoted
market preces provided by indepenzent pa-tes or accepled veluat on
niadels,

Mote 5 - Management of Risks Related to Financial Instruments

Ther Grozap has estauzhed risk maragerment syslems 2o address the
-uwiz inhencat 1o s actvmics whict ircluce, among others, crect,
Tarket quicty operational, foreign cumencg Infetast rate and oiner
ance nsks A key elsmert of the Grouaps neaaan 5 tn naks the
efecve naragemart of risk 3 corg corpetence to ensue that
the Grpap recang e mig-terey conpedibveress by manla g 4
Apprepriate Lalance belween risk ang mely -,

Slralegic ceesans 1 releticn to - s< manggemren: are made by the
Committee on Risk Manzpament (CRM) The Sac “znagerasct
A re, whoh sarves as the operating art of tha C3M = seanonsib e
for the deve camert, mplerertzhon, MR TeNArCe, IMpETYETErT,
ard commur retion of A roasstet; bghelews! sk managaraect
polcy. a5 we 25 tne reviese 390 ot g of e imits ane nsk
corceatra s 1Loadts as an ndepenzent gt e establil ag the
CpEsat g oo dies ard guide es B orsk naragerent, wlue sach
busess and sappoe g aet has the peorary responabibty of
managing the spec™c nsks appocalee to ther wr respec e areis
Markat ane tredis sk marageent dre Carmed Gut tirough pohc es
appoved Sy the CRM O Execatee Creed Coraltee ! Boerd of
Zrvmecton s, Ien asddingn, Inleal Aadil i respors She e iedepedert
reiew of - se gsseezmierl mcasures ard procecares énd the cortrol
CWIrSImert

Cradit Risk

“he Cironp < natgrally exocsed to Credis visk in Lae stk s repular
lendirg z2nd trading activities with firane al ingtisbicns, corporgtions,
gowerneiert Lnits, ard smell aad measiare enterprisas, Tha man
chiecwe of the coedit risk manggeneat gous 5 1o marta 1 its
cracdt risk exposure within aczestanle ewels wilxle perforeweg ifs
developrmertys nandate,

Tae Group lases oo exposare 1o oresdit A wenicn is Lhe risk Lhat
o Coanlerpasty will Lause g financial loss Lo the Geoop oy failing =
dhiscarge an obligalior Sieoificarl canges: 1 e eLonomy, oF 6
I DrOsperts af 3 parbicn e ingosley sepment tbat gy eprosent
a concenbralion i e Groop's certolio, coud resalt 9 losses
vial are diferenl from viose aroaded for gt the reparung date
Muaporment thercfone cameuty manegges t= ewposire oo credit
nzk. _redrt exposumes Anse 2nnc sally i loars ard advanoes and
debt secunties. There 15 alss credit sk in af-zalarce shess financia
arrangererts. The Fisk Mznagament Cffica wncks with Coneoittes
on Rk Maragerert in managng crect niks, ard mepoas 1w
regu ary presded ta the Board of Daeeactors. The Cradit Bewiswe:
and Palicy Super <00 ezartment nandles the lormalghon of the
Caronp's crecht policies ard e Post Ralease Credit Ravisw or
rewly - gpproved and irplamented loans w provide feedoack o
Manzgarrent ancfoe Marke, ag Lis

it Anprooal Pro

Credit extension: 1o borrosess are seqoired e neel pre-defieres
risk arceprance O tend, Vamous crect eatog tpsleris are gsed e
the evalualon of the credt srength, deperc g o0 the T ol e
beorroaer £ cature e sses mherend e eph type of business These
rating spsterny are used for making credit decisions assess e oredrs
risk of exiving snd poletal bormowers, and for prong purposes.

£l credm ‘Eoties are deliberzted in the tormezpording credit
committees (brarch f repienzl £ head of ce) bases on tha amow
of expast e The Sreup rplenents a il.-"rer“u of sneck ani nalarces
such that o =ngle persor can <ngly arprows & credit Facility
Furthermare, ndepardent coedit nisk revigsas are condacted 5y e
Cradit fewew and Po oy Supecvison (CRFS and Internal Audit {14
Accondingly the Group s asle oo atain gingle dgit ard better
than-indusiry lewe 5 of Past Zwe and o Pestemrng Loang for ©e
paaT sevaral years

resdiy Prrfici o M T

Moveraerts a the Gooup's credit pontiohs are close s iponiteed,
Ara ysis 15 reguary pertorined to assess the Grouas valeerals ily Le
seter oatng ces L eew crapenl ang 2ertolio qualite

Lo ard e

Ir reasanirg crodiz nsk afloars end advances &t a counterpa—y
level, the Jroup consders thres rorrporants: (7} the protatl e
of defat by the chent oF coLverparty on 15 cortractual
abhgaticns, (1) current exogsures 1 the courterparty ard s
Ikely uture cevelopment ard () the kel recome y ~alim wn
the defaulted chligations
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The Group assesses the probabsdfity of default of mdnidual
courterparties using irternal rating tools tadored to the
wvarious categories of counterparty In the Group’s rating scale
exposures migrate betwesn classes as the assessrment of their
probabilities of defauft changes The rating tools are reviewed
and upgraded as necessary, The Group regutary vabdates the
performance of the rating and their predictive power with
regard to default E’v’EI‘I'.S.%IEI‘ItS of the Group are segmented
nto the following standard B3P classifications.

*  Lincfessified — these are loans that do not have a greater
thar-pormal risk and do not possess the characteristics
of loans classified below The borrower has the apparent
abilfity 1o satisfy his abligations in full and therefore no loss
in ultemate collection i anticipated,

. Loans especially mentioned — these are loans that have
potential weaknesses that deserve Managerment’s close
atterton, These potential weaknesses. if left uncorrected,
may affect the repayment of the loan and thus increase
credit risk to the Group.

. Substandard — these are loans or portions thereof which
appear to imalve & substantizl and unreasonable degres
af risk to the institution because of unfavorable record or
unsatisfactory charactenstics. There exists in such loans
that possibility of future loss 1o the institution unless ghen
closer supervision These loans must have a well-defined
weakness or weaknesses that eopardize thes liguadaton
Such well-defined  weaknesses may  include  acherse
trends or developrrent of fnancial, managenal, economs:
or paltical nature, o a significart weakness in collateral.

. Droubtfid — these are loans or portions thereof which have
the weaknesses inherent m those cassfed as“Substandard”
with the added charactenstics that esasting facts, conditons,
and values make collection or ligudaton o full highly
improbabée and n which substartial loss 15 probable.

. Loss — these are loans or partions thereof which are
considered uncollectible or worthless and of such little
valug that their continuance as bankable assets is not
warranted although the loans may have some recovery
or salvage value,

. Urvated — these are accounts which are not subject o
the Group's Internal Credit Risk Rating Systern (ICRRS),
as follows
a}  Banks, other financial msttutions which shall adopt

the Accreditation and Teering Guidelines;

b}  Local Goverrment. Uinits (LGUs) n view of the
standard colfateral requirement of Assignment with
Hotd-out of 2 specfied portionfamount of the
LGU's Internal Reverwe Allotment {IRA) in favor of
DRP n an amount equvalent to at least two (2]
amortizatons which shall be maintained while the
loan is outstanding and

g} Credt exposures with azset sipe of P15 million and
belcey.

Dieht securities

For detit securities, external ratings such as Standard & Poar's.
Moody's and Frich's ratings or thes eguivalent are used by the
Group for managing credit sk exposures. Investrments in these
securities are viewed as a way 1o gan better quality mix and
at the sarme time; mamtain  readily available source to meet
funding requirements.

15% niral and mitsgats licye

The Group manages, bmits and controls concentrations of credit

risk wherever they are ideniified — In particular to sdniduat

counterparties and groups, 1o industries,

The Group structures the ievels of credit sk it undertakes by placing
lirts on the ameount of nsk accepted in relaton 1o ane borrower, or
groups of borroners, and to industey segmenits. Such risks are rroritored
on a repular basis and subject 1o an anrual or more frequent e,
when coreidered recessary, Limis on lape exposures and oredt
concentration are approved by the Board of Cirectors,

Actimbexposures agamst ints &ne manitared regdark: Expasure to oredi
risk &5 also managed through regular analysis of the ability of bomowers
and potental borrowers to meet interest and capital repayment
abigators and by changing these lending Imits where approprate

The Group employs & range of polices and practces 1o mitgate

credit sk, Some of these specific cortrol and mitigation measures
are outlined below:

0 ﬁ Development Bank of the Philippines

a)  Collateral

Cne of the most traditional ard common practice n
mitigating credit risk 12 reguiring secerty for loars and
advances, The Group implements guidelices o the
acceplabilty of specific classes of collateral for credit nzk
mitigaton. The prncipal colfateral types for foans and
achvances ane:

= Martgapes over real estate properties and chatiels

. Hoid-put on financial instruments such as debt
securities, deposts, and equities; and

*  Assignment of Internal Reverwe Allotrents (for
LGLY loans)

In arder to minirmize credit loss, the Group seeks additional

collateral from the counterparty when mpairment indcators

are phserved for the relevant indimdual loars and advances
b)Y  Credm - related commitments
The prmary purpose of these instruments s to ensure
that funds are avafable to a customer as requered.
Stardby letters of credt carry the same credit nsk as
loans: Documentary and commercial letters of credit
— which are written undertakings by the Group on
behalf of & customer authonzing a therd party to draw
drafts on the Group up 1o a stipulated amourt. urder
specific terms and conditions — are collateralzed by the
underhying shipments of poods to which they relate and
therefore carry bess risk than a direct loare

Commutrments to extend credit represent  unused
portions of authorzations to extend credit in the form of
loans, or letters of credit. With respect to credit nsk on
commitments to extend credt, the Group is potentially
exposed to loss in an amount equal to the total unused
commitrnents. However, the Tkely amount of loss s less than
the total unused commitments; as most commitrments 1o
extend credit are contingent upon customers maintaining
specific credit standards The Croup maniors the term
to maturity of credt commitmeants becauss longerterm
commitments generally have a greater degree. of credit
risk thar sharter — tarm comenitrents,

Imparment ard provisioning policies

Az described above, the Group's credit - quality mapping on koans
and advances is based on the standard BSP loan classifications and
the Internal Credt Rk Rating System adopted by the Group and
aporoved by BSE In addition, alloeance for probable losses as well as
impairment provisions are recognized based on BSP classification for
the former and on objective ewdence of impairment for the latter

The table below shows the percentage of the Groups Ioans and
recaivibles and the related allowance far impairment as of December
31,2007,

Loans espedially mentioned
Substandard

Dabful
Liss
Linrated

Maamum exposure to credit nsk before collateral held or other
credit enhancements

An anzhss of the maximum exposure to credit risk at Cecember 31,
1007, without taking into account any colisteral held or other credit
enhancements is shown below based on net carrpng amounts as
presented in the statement of condition, {In thousands)

Due from BSP P22 IP 12792
Due from other banks Bl126%18 8,080,488
Interbank loans recenable |.572.768 1572768

Securities purchased under
agresments to resell 19415000 | FA15000
PYTPL 29778729 | 29T7RTI
AFS, net 45438378 | 45422289
HTM 5243514 5243914
Lears and receivables, net 84,899,933 B4,899.933
r et 630,763 3663 (S




Creadit quality
The: follwing table shonws the oredit quality of financial assets as of December 31, 2007 (In thousands)

Invesoment
securities ** Orchers ¥
Merther past due nar impaired 8230|644 77431778 3810240 235337 557
Past due but not impaired 287290 287,230 |
| lmpatred 5,800,850 2147418 7948298
2839814 & 393897 B1.57%. 196 3810240 23473147 |
Allowance far impairment and credit losses 3AB9 881 {1018.175 HEER 4 728027

(e

Loans and o 5 Investment ‘
receivables L securities Others =4
Meither past due nor impaired 82301 644 0,347 457 72415589 3782654 225,847 454
Past due but not impaired 287,230 287,290
Irnpaired 5800 880 2147418 7948298
| HE, 307,814 50347 467 81,563,107 3,782,654 234083042 |

D555

Allcrwance for impairment and credit | 348% 881 i I.0 18,175 {1 19605 4727661
Comprised of Due from BSE Due Trom other banks, nterbank loans redenvable and Securities purchased under agreement to resell
Comprised of PYTPL, AFS and HTM
Comprised of Accounts recenable, Other recenvables and other assets

The table below presents the aging anabess of gross amount of boars and recesvables that were past due but not impaired. Caollateralized past
due loans are not considered impaired when the cash flows that may result from forediosure of the related colfateral are higher than carmying
arnaunt of the kears, (In thousands)

Past duse less than 3| days 46,207
Past due 31 — &0 days 40211

Past duse &1 — 30 days 50681
Crver 90 days 150,191

Credt quality of
below-anurnerated

N currency-denamimnated investments are classified according 1o the following credit grades which are based on the
arpe of Standard and Poor's (S&P) equivalent lorg-tarm e ratings

| 5 & P credit equivalent ratings
Creditr Grades |
High Grade Al BEB-
Standard Grade BB+ B
Substandard B- =
| Default D

Credst ratings used for exposures to Philppine government and its instrumentalities are the 5&P sovereign long-term rating of the Philippines
for s foreign currency and local denomenated debt whach gre BB- and BB+ {within standard prade), respectively.

The table below shows the credit quality of financial instrumenits that are neither past due nor impaired at December 31, 2007 based an the
Bank's rating system. (In thousands)

Group
Meither past due nor impaired | Past due or
High Grade Standard Substandard | Impaired
FTPL LT 078817 | 839,230 642 BSL040 3 TITR
AFS 23,603,370 21340279 217526 1295378 46,556,553
HTH 830833 4413081 - - 2243314
S5 3030 27532550 226 |68 PREFETE:] Bl 579,196
Adlowance for impairment and credit losses I, 118,175
Parent
Meither past due nor Impaired Past due or
High Grade Standard Substandard Impaired
| FVTPL 27078817 1839230 BEdd BSLO40 Pir s
AFS 23,603,370 21340279 301,437 1,295,378 46540464
| HTH B3 3 4413081 - 5243914 |
al 5] 3000 475993590 J1007F 2147418 |
EAscecnce isEmEsonent s credt lasses

The graph below shows movement o MNPL ratio sgainst the Group's total loan portfolio frem fanuary to December The
reaenitainy its MNPL ratiol below 3% averaging at 2.70% in 2007,

hip 'was able to

Collaterg) held as secyty and other credit enbancerments

< 7  The Parent holds collaterals against loans and recesvahd CUSTiens
L g e form of real estate and chattel mortgage, hol t.on dep

i 2 debt BQUIty BRCUMTES, Ass t af i Revverme Allatr

I a LGs and ROP guarantess, E
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A summary of the appraised fair value of coliatersés held against loans and recenables as of D

ecember 31, 3007 5 as follows: (In thowsands)

P 6&l26989)
* et
&
| 735018 Credit Concentration
EEEJ{'%E% The Group seeks 1o spread its nsk exposures
H - e 3 and  presert  excesshe  exposures to
R TEERE U S Lt e [ 0704280 mdnadual counterparties, groups of refated
. Against impal counterpartes, and groups of courterparties
Real estate mortgage £694 628 | with amiar charactenstics. Prudent bmits have
Chattel mort; 19,147 | been placed on exposures 1o single customer
Deposits an hold 47007 | | customer groups.
Irternal revenue allatment (IRA 14503 |
Thy | 45340
£,820.640 |
P 14640487 |

An analyss of concentrations of credit nsk at December 31, 2007 based on the carmypng amount 5 shown below: {In thousands)

Investment
securities

Orhers

Financial intermediation 22,4461 | 60,393 857 7,240,066 |59.878 574
Electricity, gas and water 14508015 14509015
Manifacturing | |.206.139 B9 11206228
Real estate, renting and busiress adrmindstration 9T 3,048,153 12165334
"Wholesale and retail trade AN N 7119017
Transportation, storage and communscation 6435195 782,795 7217590
Public administration 9278972 508,093 2787015
Education | 994,823 1,994 823
Health and social work I,%63.263 1963263
Community, social & personal servicas I,605,781 | B05.781
Construchon 1,063,800 | D63.800
Cithers | 853,177 3810340 5662417

86,389.814 &0,393 857 E|.5?‘3 96 3810240 PEEHFEREY)

A I

Market Risk

Market nsk anses from movernenis in rates and foreign
exchange rates, a5 well as their corresponding |_' 'r-ei.ltu;ms and
imphed volatilities. The ulimate objectve of market r ik management
groaip 5 to measure and control the Group's e:-cm: Ires in mmarket
fluctuatons 1o optimize capital utilization according 1o expectied
returng ard ek Class,

Interast

A systern of market rek limits is strictly rmplermented. Limids are set based
on industry-accepted methodofogies and aligred with the Group's
risk appette as defined by the Board of Diectors and its ability 1o
ahsoeh market shocks, Market nsks are controfed by restrcting trading
operations to-a st of permmissiole instruments within authonzed limits set
by the Beard of Directors The market risk group maonitors front ofice
trades against the bmits on a daiy bass

al process and roles of the Board of Directors and Sericr
igement are clearly defined in the market rsk podicies. Specific
authorities are dafined on exposure amournts and imit excesses

The Group's forsi

exchange activities are maostly related 1o hedging the
rrusrraten betwe e assets ard habi d service cherit requirements
The Groups foregn excharge exposure 5 managed corservatively
weithin the et lf_,-|:l‘-| Position lenits aliowed by the Banglo Sertral ng
Plipias {BSP). The Group:s rl_'lll“':[lll exchange exposures arisr from it
DA fundin g -are mostly covered by the Patinnal Government.

08 Development Bank of the Philippines

Financial interrnediation 2224461 | 60347467 | 77124066 155,816,144
Electricity, gas and water 14509015 14,509.015
Manufacturing _ : | 1,206:139 11,206,139
Real estate, renting and business adminstration 9117071 3.048,153 12,165.224
Wholesale and retail trade o 713017 7119017
Transportation, storage and communication 6,435,195 782795 7217990
Public adeninistration 9378921 508,053 5787015
Education | 594,823 1994823
Health and sooal work | 963,263 | 983263
Cammunity, social & personal servicas | 605781 | 60578
Constructon | D&3.A00 | 063 800
Orthers L B52.177 3782 654 563483

CEECERIE] &0,347 467 | B1563,107 37654 234083042

Allowance for mpairment IE.ME?.Ea II II.F 1, ?5i il 19.605) I4.?1? mri

ThieWalue-at-Risk

Thea Walue-at-Rise (*aR™) |"||‘-[|"-'_.|:‘_‘u;'_,||_"||1|1I & the prrmary market rh
masure fior the Parert Comparny's trading actvities The group estimates
VaR ising the parametric approach at 99% . confidence imerval To
complement the VaR calculation, stress testi 1.‘: ared scenario analysis
are performed on bath ndividual p partiolos and on the consclidated
positions to examine the Parert Cormpany's v‘JnI'_"'db ity o plausble
extreme losses due ta market shocks. Daily VaR is calcuiated manly h:r
risk. measuremnent and not yet used n determinmg market rsk o
requiremeant as the Parent Company currenthy adopts the Standandiz
Approach under the Basel || framesswork

The tabie below provides a sumenary of
profile. by risk class for 2007

Parent Compary's VaR

Fixed Income Trading
Faresgn Exchange Trading

The Farent Compary's VaR for Fised Income Trading !:,, = 1| ar <I
§ 2007 was relatively lower than the previous year-end

towards the end of the vear Fo

s related to manzging asset and liabibty "nﬁ“-"u*f"
aR toosignificamtly rise in 2007 as compared with the

causesd the
previous vear



Sensitivity Anahsis

nierest rate sensifive positions in the trading book & measured using a single rate duration based calculation of interest rate risk  The graph
beiow shows movement = Present Value (FVI0 ] zgainst the Parent Comgany's fiked income securties rom January to December 2007,

Fizd Income Secuwnites - Lol Currency Fimed Incame Securities - Faralgn Currency
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Liguidity Risk

The Parent Company, a5 & specia purpose domestic bank focused on development lending remains 1o have a relatively liqusd profile. In s
development lendng, the Farent Company sources funding largely from foreign governments and supranational developrment banks and
agencies in the form of Oherseas Development Assistance facilities, which it on-lends to domestic development projects in the countryside,

Ligquidity Profile
The Parert Company's betterthan-industry Bguidity ratios resuited
from s ability 1o securs and maintan long-term funding and

idity © i conservatve managemient of resources by primanty irvesting axcess
LIy r Ratio 1% 35% liguidity on actively traded instruments. The Parent Company has

DEP Ratios | Industry Ratic

S'IH:'!-‘ Funding vs. Nnn—IJquid..#.ss.qs SB% 20% aizo continued 1o strengthen s ties with government agencies and
I-'_";F\-"d Agsets “ﬁmT‘e”ﬂ Liaalities 92% 4% corporations to generate deposits makng it less dependent on
Liquid Assets Ratio 0% 6% intertark borrowings in most cases, the Parent Companiy has been a

net lender to the inter-bank market

Contingency Fundng

The Pzrent Compary has in place Board approved policies in many of the key areas of liguidity risk management and structural interest rate
risk management. The policies put forth a clear povernance structure in the Parent Cormpany's Board of Directors and its Senior Management
committees, and clear delineation of responsibilities in the areas of monitoring, controlling and reporting risk. The Parent Company's
Contingency Funding Plan (CFF) contains a well thought out senior kevel action plar with cear delepation of actions and responsibilites, and
it lists the resources at Parent Comparnys disposal for generating additional liquidity in a tirme of stress or crisis,

Foreign Currency Risk

The Group maintans its foreign curency exposure Resources

by implementing internal limits and strict adherance Due from other banks 7551710 341 025 TBITAS

to existing regulations, Proprietary trading i5 farfy | Imterbank loans receivables 1572 7ed 571768

moderzte with exposures restricted 1o major Financial azsets at fair value through

currenpes and Bmits are set based on historical profit and boes | 7928059 234 | 7928793

performance and defined risk-return framework Financial assets avadable for sale 24,385,303 24,385,303
Financial assets held to maturity |80, 250 |.B0& 260

85P caps the Group's allowable open FX position Loans ard recenablas 2930479 | 14,309 3036788

(either owerbought or oversold) to 20% of the %% R 7,260 | 797783
Lnimpaired capr%:r or WS 50 milion whichever rces 5?.% 452R28 58419930
15 lower, Also, the Group s reguired to Tully cover
foreipn  currency fabilfties with foreign currency | Uiabilides
assets held im the FCDU baoks, Drepasit labilties | 4,403,224 437379 | 14835603
Bills payable I388,348 | 68582370 | 78370718
The table =ummarzes the Parernt Company's | Accried taess, intereste and expenses 550,160 | 75440 F25.600
exposure to foreign exchange risk as of December 31, credits and other liabalities | 274946 117,932 1, 3%2.878
2007, Included in the table are the Parent Company's iabaliti JeE16678] 69308121 | 95924799
assets and labilites at carmying amounts, categorized
by currency: (In thousand pesos)

Interest Rate Risk

The Perent Company currently adopts the Eamings-at-Risk (Eaf) methodology o measuring nterest rate nisk exposure in the Banking Baok,
Extensiva analysis, which includes scenano simulatons, on the Parent Company's Interest Rate Gap (IRG), Met Interest Incamie (M) and Met
Interest Margn (MM} are done on a regular basis,

The graph balow shows the manthly mavement of the Farent Company's BIand NI in 2007

AMMNUALIZED MET INTEREST INCOME IMET IMTEREST HARGE
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Qperational Risk Monagement

The Group defines Operational risk as the risk of loss arising from
fraud, inadequate or falled processes, unauthorized activities, errar,
omissian, inefficency, systems failure or exterral evants

The Group manages operational risk by identifing assessing,
mardonng controlling and metigating the risk, rectifing operational
risk events, and implementing additional procedurss required 1o
comphy with regutatonry requrements, Al Group units are respansibie
for managng operational risk by implementing clear and defined
processes, delineation of responshifties, and business cantinuity plan,
among others,

Operational Loss Monitonng Module (SLMM)

The Parent Compary's OLMM = an automated monitering tool
and consolidator that systematically tracks and reports infernal
operational foss data of all Farent Company units, The reporting
frequency was enhanced from gquarterly to monthly, improving the
timeliress of reportng and identification of loss events patterns
rational Ri Hicienc

A comparative evaluation of the methodology n comouting the
operational risk capital charge — the Basic Indicator Approach (Bla)
and the Standardited Approach (T5A) was made during the year
Initial assessrrent indicated that the BIA i more appropnate for the
Parent Comparty in determining operational risk captal reguiremeant
considering its current business profilke,

Fimally, the Group implements & risk assessment process o ensure
that the risks mherent in Group's products, activities, procedures and
systerns are identified and adequately addressed, This is te contral/
mitigate potential rsks and determine the appropriate level of
traming. controls, and testing necessary,

Capital Managerent

I I ]

Major decisions and strategies undertaken for the year were
geared towards achieving capital efficency and sustaimng strength.
The Parent Compary has incorporated processes that will ensure
that all inkerert risks of the portfolio are property identified and in
acegord with its risk talerance and puided by a defined nisk returm

framewark Chuantitative factors on risk-taking activities are evaluated
on & repular Basis 1o determine sufficiency of exsting capital kevels in
ahsorbing market shocks,

Capital Adequacy Framewnrk

The Parent Compary gauges its nsk capal using the Basel || capital
adequacy framewark. The Basel || framework was adopted by
the Philippine banking industry as regufated by Bangko Sentral ng
Pilgiras {BSF), starting July 2007 to promate safety and soundness in
the fimancial system and mairtain at least the current overafl level of
capital in the system; enhance compettive aguality; constitute a more
comprehensive approach to addressing nisks. The Farent Compariy
has adopted the Standardized Approach for market and credit risk
capital charging white the caloulation of the operational risk capital
charge is based on the Basc indicator Approach,

Capial Management

The Parent Compary maintains a b

assets resulting to a consstenthy high Capital Adequacy Ratio (CAR)
ng Il?i% for 2007, as compared with the industry average of

15.7% (as of 3rd quarter 2007 and |1 0% minimum BSP reqgurement.

capital base to cover for s nge

The Parent Company's CAR from |ub 1o December 2007 s
ilustrated as follows:

Qualifying Capital and CAR
3% 50,000
1 4500
L4 1 400m
a1 .___.__,-/""'_'.—_-‘——I 1 0w g
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It iz the Parent Compary's policy 1o maintan a strong capial base n
order to sustain its mandate of supporting developmental indiatives
0 the cauntryside, |t sesks to maintain a prudent balance between
capatal utilization and risk exposures

Risk Lirmit Str I

The Parerit Company risk management Imit structures on imvestments and trading activties are based on its risk appetite translated as
managermient’s perspectne of the tolerable reduction in ts CAR Risk Factors and corresponding capital requirements are taken into

condideration in evaluating rew products ard mvestment structures.

Capral Structire

Total qualifying capial increased by P12

2205%
18.01%

21.455%
|659%

$z:nr':;:;?nfﬁﬁﬂl ballion, or 4.5%, attributed mainky on the
Paid-Lg comman storck 12500000 | 12:500000 i [t e sl
Retained eari 4613510 | (0592491 | 4021019 h ppreciation o
Uprdced 4747134 200741 9 E4E 393 peso against the LIS dollar resultng in a
Eligible hybrid tier | capital 1425061 3,102,259 333807 F527.8 million decrease in local currency
Less Regulatory adjustments 12455201 7716694 | 4738507 value of the Bank's Hybrid Tier | Capital
o i e quakiying tier | capial yOE K I B Y3 b T L1
Less: Irvestments in equity of Total resk weighted assets increased by
unconsohdated subsidiaries — S0% 18350 18.405 0,585 P22 billan, ar | 7%, reflecting the growth
Mgﬁu_alﬁm@¥ tier | capital 22811514 | 20880392 | ZIS1.122 i loan exposares and trading book of the
General loan loss provisions B48315 9325959 B84 ; P, Sompny
L N e
Total qualifying tier 2 capital 5135654 LS (935.246) Parent Corpany's stable source of capital
Less: Ivestments in equity of sufficiercy contributing B2% to the total
unconsclidated subsidiades — 50% .585 gualifing capital and penerating a ratio
: . Cap 315831 against tofal risk assets of |T&7% wel
T A hlolien abowe the BSP minimum: requirement of
Loars 62647662 | 69141658 | (6497996 |
Ivestments |1, 264884 10564856 FO0OZE - -
Crthers 16411016 | 13555402 | 2855414 The resulting CAR increased by 0.60% in
Trading baak 19348670 | 17623800 | 1724870 absolute figures or 2 2.8% mmprovement
|7 028682 13658610 3370072 from Jly to December 2007 oreating
2eE9e914 | 124 15 2152588 greater capital cushion 1o support the

Parent Company's pipeline projects for the
COMING year

0.60%
| A%

Figures abowe are computed n accardance with B3P auwdelines under the Risk: Based Capital

Adequacy Framewark for the: Philippine Banking System,
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Mote & = Maturity analysis of assers and liabilities

The tabies below show the assets and kabilities analyzed accord ng to when they are expacted 12 be recovered or settled: (In thousands)

Upto 3

manths

Group

2007

Ower 3 -6
MOnens

Crwer & months

- | year

Assets
Cash and other cash iterns B20504 0 0 0 4] #0504
D from BSP 11279211 0 0 0 Q 11279211
Due from other banks 7992038 34,080 o | 03,000 [ 8126918
Loars = net 57333253 7.965.257 12,296,627 29,005,538 19,337,026 125,887,701
Irvestrmant securites BTET 06T B4231474 4,690,630 44963473 15616375 BO461.021
Cither assets | 090419 630,381 &08 777 3014337 |.260,638 16,605,552
Total Assets 95,282.494 17,053,992 17,547 034 77083 345 36214039 243,180,307
Liabilities
Die 1o BSP [}] B9.965 0 i} 0 B3965
Due to other banks 375 4] L] (i] 0 375
Dreposits 7,083,503 | 852218 |, 278,765 340,209 487 70,602, 182
Borrowings 40,073,161 2687353 | BEESET 19,384,281 54794893 | 18,736,655
! Oitfer liabilities 349177 3085784 | 67,204 2020037 12,119,038 20,583.334
' 10348610 | 7761620 21674577

331253

66714418

Upto 3
manechs

Parent

2007
ic"l'l'.‘.r & months

Chver -6

months |

- | year

SR

Owver 5 years

Group
2006

Upto3 Cwer 3 -6 |Ower & months| Ower -5

months manths - | year YEArs Owver 5 years |
Assets
Cash and other cash iterms TaB A 0 ] 0 0 TEEATY
Due from BSP 8,309 386 350,000 0 L o 8,657,386
Due from other banks 5007201 0 0 1000000 o 5407211
Loans — net T 129535 B.334.575 8429058 40,820,086 3347421 135,792 675
Imvestrnent securtties 2498769 3733985 7751838 40015078 18539179 T1538.849
Cither assets |B.251.067 930515 613,360 3025 2,181.369 L2007 436
Total Assets 108964 642 | 40083 075 | 6754 556 Bl 036289 14,067 963 244874231
Liabilities
Due to BSP #] 154,300 0 a i 154,300
Due to ather barks 5175 o 0 0 0 e
Dreposits 4,806 589 3932895 243813 105619 ¢ 710883916
Barrenwings |5,0003911 6,107,276 £490,068 25510097 85097903 | 18,304,255
Other kabilities | 3,034,401 2,780,570 Exra-1 1541499 3588380 22297 461
T LI|I.'|.i|'_'5 1937076 | 3,975,041 2,094,453 27157215

211,850,108

Assets
Cash and other cash tems 819372 ] ] o a Bl2372
Dig from BSP 11279.21 0 0 0 0 L2792
Due froen other barks 7580480 0 0 | Q00 4] 8080488 |
Loans — met 57333253 708657257 12,246,627 29005538 19337026 | 25,887,701 |
Irvestrent securities 6,765,980 BAZIAT4 4 £90.630 44,947 471 15616375 A1 444 2373
Other assets L1 106,397 581053 13986 3,003,745 1:231,738 16526919
Tootal Assets 05 28,301 16965 784 17541343 7056756 | 36185139 | 743039333
Liabilities
Due 1o BSP 0 89,965 0 ) 0 89965
Dise 1o other banks 75 4] 0 H] (i} 35
Depasits &£7.087 828 | A998 | 278755 340,209 487 ALADE AT
Borrowings 40,073,161 1687353 | BEESET 19314281 o4, P4 893 | | 1836655
Ot liabalities 3229703 3049 483 67,204 2,002,281 12119038 | 20574708
Total Liabilities | 10,391,146 7.725998 :‘,I.'JI?.‘E'HEl lll.l{:ﬁi.??l a7 14418 | 210008270
Assetlabiity gap (15104845) | 9243786 | 14228307 | 55391984 | (0729279 | 33030953
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Parent

2004
Ower 3 -6 |[Over & months .
manths - | yea yea Ower 5 years
Assets
Cash and other cash items The434 0 0 D ] 766436
Due from BSP 8,309 385 350000 (4] b t] B,659,386
Diue from other banss 4985555 ] LH] 100,000 0 5085555
Loans = net 74129535 8994575 8.42% 058 40890085 3349421 135792675
Investrment securties TARVTT 3733556 7726858 359.995079 18,539.179 72486459
Other azzsets 18,298,721 B&G,206 612813 2435 _ll 152469 21,955 124
Total Assets 108977410 13934337 16,768,739 BIO4,080 24041 085 244,745,635
| Liabiticies
| Due to BSP [4] 154,300 o ] 0 | 54,300
Due to other banks 5175 0 0 0 0 5175
Deposits &4,808.386 3931895 2243813 105619 ] 71090713
Bomrowings 15,088.313 6,107,176 6498068 | 25510087 118,301 657
Orther liabdities 13,069, 945 3,744 Bed I5hEld 1 530,546 12 235 353
] 3035 340 EEEER 7 | 4675

Mote 7 = Cash and cash equivalents

This account at December 31 consists of (In thousands)

Group
2007 | 20046 2007 | 2008
Cash and ather cash items f BIOSM | P TER.674 x TaE436

Due from Bangko Sentral rg Pilipinas ; B,65% 386 1127321 ) B.65%.386
De from other banks 3 510721 8,080,488 5085555

Imterbank: lzans recerable : L7265 | 572768 272|085
Securites purchased under agreement 1o resell X 39,415,000 42,680,000

The undrawn barrowng faciities of the Parent Company that may be avaitable for future operating actrties and to settle capital commitments
at af December 31, 2007 amounted ta P7.02 tillion.

Mote 8 - Due from Bangko Sentral ng Pilipinas
Thes account represents the Groups demand and time -_ep-c-; ts in local and foreign currences: maintaned with BSP to meet reserve

requirements and 1o serve as clearing account Tor wterbank claims consistent with BSP guidelines, DBR as a government financal institition
(), maintains BSP as its major gepository

Mote 9 — Interbank loans recevable

This account consists of loans and placerments aranted to the fallowing banks: (In thousands)
2007 20086 2007 | 2006
Diomestic '3 L85 F‘ i] F" 4 6HE
Fares | 5?1:"65 b5 572, ?53 ??II |65

Interbank loans recemnabée of the Group carry interest rates at December 31 as foflows

| '.;-rrlI p Parent

Forsign currency denominated 4.?32"[)5%'& 531% | h28%-T753B13%

Mote |0 = Financial assets at fair value through profit or loss (FYTPL)

This accourt corssts of: (In thousands)

Group

007 | 2006
Credit Linked Notes P 16054304 | P 16234567 | P

16,054,304 | P |16234.567

Govermment securities purchased | BO2A7I1 2,1 14466 1LBO2 BT 2114465
Equity securities B.642 B.624 Be43 B.624
Drervatives with positive fair value -
Fi Cover | | 676403 18079805 || 676403 1B079.805 |
33042, 36437 46 9500 36,437 467 |

236509 | 311688 | 236505 311688

The miovement in FYTPL i5 summarized as follows: (In thousards)

Az Decembear 31, 2006 36,749,150 36,749,150
Additions 35,1 16496 35,1 16496
Disposats [33:686,284) [33.6846,284)

Fair value adjustrments (746,333) (746,333)
_Eschange differences (FoTF121) .579.121)
29853008 15853908

Met change in accrued |r.terc-sl nzl:er'.-'able (751709 7512
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The PVTPL of the Group carry interest rates at December 31 as follows

| Peso dencrmanated 4.185% - |600% | 5.015% - 14500%
Fareign currency denominated 1593% - 9.875% | 246513% - 1D325%
Mote | | — Financial assers available for sale (AFS)

This account consists of: {In thousands)

Group

007 |

Debt securities:
Ceovermment
Treasury notes P 5345577 |P 9735582 | P I5345577 | P 9735582
Retail treasury bonds 489104 BE4, 288 489104 Bed JHE
Treasury bills 7193 79075 7.193 T30S
Treasury bonds — ROP 1425325 1,602,993 1425325 2602999
Under repurchased 2E4%811 0 2642811 0
20517010 13281532 20917010 13,2852
Private
PLOT 0 193 657 1] 193,657
20917010 13,475,579 20917010 13475579
Irvestments/Notes with embedded derivatives 19310, 168 1061 | Abs 19310158 10061 | S55
| Linderwritten deiit securites purchased 4 50000 | BOCLO00 4 EE0 000 LB03000
Equity securtbes:
Govermmant 205,000 205,000 205.000 205,000
Priviate &4 451 342023 588,362 325 936
BUSAS 1 547,023 793,361 530526
45685829 26434768 45670540 26418171
Accrued nterest receivable B&%.924 504,054 B&59.924 504,054
46,556,553 16,538,322 46,540 464 26,922305

Allowance I'ariﬁairrnerﬂ iI.IIE.I?Si ilS"rI.l?I il,ll&l?fui il_‘i‘}l.i?l

The Faremt Companys AFS s carried at inclusivelnet of accumulated worealized gainf{loss) of PLO06 milion and P1O23 milion as of

December 21, 2007 and 2006, respectively.

The mavemeant in AFS is summanzed as follows: {In thousands)

| At December 31, 2006 P 24397051 | P 24,380,554 |
Additions 67008631 E7.008 631
[isposals {43361 472 {43361 472
Fair value adustments (474472 (474484 |
Exchanpe differences (3920326 (3920328 |
AEAGAl 43633333
| Met change in accrued interest recenable 65870 365870

Lch ge in Inwanc !'Dr impaimment | 423096 | 423096 |

The AFS of the Group carry interest rates at December 31 as foliows:

Peso denomnated S4104% - 15, 115% | 5:0i3% - 17.50%
Foreign currency denominated IBB5% - 10625% | 565% - 10625% |

Mote |2 - Financial assets held to maturity (HTM)

This accaunt conssts of debt securities at amort zed cost: (In T|"-."2,J-..{"I|'.'-'.:I

Group
2007
Domestic
Copsernmenit
“Treasury notes F  3098%65|P 2438082 | P 3098%:5 | P 2438082
Treasury bills 0 2433353 0 2387 487
Land Bank bonds §3,758 115,484 93,758 115484
IRA Monetization Program bonds 0 227372 0 2I7 372
Bases Conversion Development Authority 0 1.000,000 ] 1,000,000
Cthers i R | 40,000 [40,000 140,000
3332723 5344291 3332713 £.308425
FDrELgﬂ 1,806,260 4816203 | 806,260 4816203
3,138,983 i1, Ted494 5,1 38981 [1.F24.639 |

Accrued interest recenable 104,93 | 232154 1G4.331 231,725

Giowernment securities ameunting to P25 million have been deposited with BSP since December 31, 2003 as security for trust duties
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The movernent in HTM is summaszed as follows: {n thousands)

At December 31, 2006 P 1352648 P 11,356355
Agdditions 1460428 3460428
Maturities [8.528.556) (B492 215}
Accretion/{Amortization) of premivmidiscount 477
Fair value adjustments (641.357) {641 297}
Exchange differences {312.563) {31 2.563)
5371137 5370708
Net change in .-._EI l.er' |n erest re\mw.-'sble {127.213) 136,794}
The |-|| M of the Group carry interest rates at Decermber 31 as follows
Peso denaminated | &50%- 14875% 4.85% - 12.00%
Fareign currancy denominated | 4.407% - BI75% & 70B8% - B.50%

Mote 13 — Loans and receivables

This account consists of (In thousands)

Group
2007 2006

Leans and discounts P 7896225 [P 76173143 | P 7R342151 [P 76173143
Unguoted debt securites classfied as koan (UDSCL) 5597734 14762831 5,597 734 4712831
Customers' liabilites under letters of creditfrust recests 3072569 |,504 301 1072569 1,504,801
Bills purchased 58482 2310 5883 2310

87638438 92393185 87 630436 F2393485
Agcounts recenable {AR) — advances on loans 8922 7956 B922 7986
Sakes contract recewables (SCR) | 73,596 247023 173.55% 217,823

&7.820954 93 EI8994 B7.B20554 92618594
Accrued interest recaivable &b 566 527760 L] 27 760

BR487 617 93,546,754 BEAEYAI1T7 93546754
Unearned discountfincome (97,803)
Allowance for impairment and credit losses i
Morn-Performing Loans (NPL) P 3581747 P 3005340
MPLS with | D0% ressrves | R - vl I e
MPL Rates 2705 209%

Above MPL rates are way below industry average of 4.70% for O 2007 and 5. 705 for O 2006, based on BSP figures
Whiolesale lending portfolio represents- 15% as of Decernber 31, 2007 and 31% as of 2006 of the Parent Company’s total loan portfolio,

The highest exposure is to the financial intermediation amounting to P20.39 billkon or 23% of the Lr_],,d' oan portfobo. The next highest
exposure 5 the PH4 | bdlion for electrcity gas and water representing | 6% of the total loan portiolio, The i Tollowed by finarncal assistarce
to manutfactuning sector amounting to Pl LT3 billion or 13% of the I,||,,<|| loan portiohio for the year Other r_xi."'.";ur-*::. are distributed widely
among B5F classified industries

Classification of loans as to security exdusive of AR — advances an loans, SCR ard AR 15 as follows: {In thousands)

Secured:
Reetail P 38028416 8% P 35978948 B5%E
Wholesale * 958339 P &5T157F 15%
38,996,745 44%, 1005 41550525 6% 1 00%
Ursecured:
Retail 27,808,709 LT 27593943 55%
Wholesale * ?n :w 982 43% 2248717 A5%

ted to 41 accredited financial institutions for vanious deselopmental projects with lonper
=station |.-“rlur_15 payable at determinable amounts and fixed me

These loans pertan to the conduit lending gra B
A sssignrment of the mortgaged collaterals executed by all the participating finanoal institutions

dates. The rehs assonated to the lgans are secured by a Deed of

-

Participating financial institutians (PFls) of the Wholesale Banking Group pass +r|n igh rigd acoreditation crtena Once accredded, said
Fls can avall themsehwes of credit fac generally ona ¢ C hﬁ investrnent enterprises (1Es), beneficiares of the
loan facdties from the PR, are required to assign thesr colla

Maote 14 - Bank premises {including leasehold improvements), furniture, fixtures and equipment

This accourt represents the book value of the fiol o asseds; (In thawsands)

Land P 320031 [P 30067 | P 320031 [P FH0087

Building S5HE06] 581370 S83713 576,161

CHfice equiprment, furniture and fixtures |, 183,235 1177581 |, 155225 1150615

Trarspartation equipment 526577 515434 RS 48 5| 4605
2617904 4094 EI,SE 2583718 2,561 448

Accumulated depreciation {1.432.428) {1.355.237)

Alloresanice for smpasment [(340) [ 3400}
I 450,136)
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Broken down as follows:

Group
Leasehold Compurer
Building Improvement | Equipment
At December 31, 2006
Cost 320,067 549556 31814 662372
Accumulated deprecistion 0 | (267672 O | (453875
Allorwance for impairmes i 0 0

(340

Year ended December 2007

Croening net book amaount 320067 28|.544
Addibons 653 13,253
DCisposals (24) (2315}
Impairment loss 0 0
Depredation ] (17859
Amaortization 0
Adpustrments - cost {665) (20515
Adjustments - accumilated
depraciation 0

803

At Decamber 31, 2007
Cost

Accumulated depreciation
Allowance for impairment

Building

A1 December 31,2006

Cost 320067 | 549556
Accumilated depreciation 0 | 267672)
340

Allewance for impairment 4]

Year ended Decemnber 2007

Cpening net book amourt IM006e7 | 281544
Additions 653 13253
Diisposals {24) [2.315)
Impairment loss 4] [+]
Depreciation Q| (I7Bes)
Amortization 0 o
Adjustments - cost (665} {1091
Adjustments - accurmulated
depreciation 4] AO3

At December 31, 2007
Cost 320,031 558403
Accumutated depreciation 0 | (282.738)

Allgwance for impas

et 340

208497
41,840
0 | 9147
0

(27A418)

{4,455) Y]
135 (6822
0| 9674

649,242
(471.618)
0

ehold
ment

£40,600
(442.718)
0

26604 | 197882
|52 47,408
0 | (49.047)

0
0| (4479
(4.103) 0
157 (6564
0 9695

626978
(457,503)
0

Computer | Furniture |
Equipment jand Fixtures

Oiffice
Machine,

|37.608
86,201
(62.497)
o
{12.716)
0
{5,321)

13597

Machine,
Equ

510016
(376,209)
i

514,605

Furniture | Transporcation
and Fixoures Equipment Tortal
515,609 515434 21594852
[37R001) (305 263) (1408811}
0 A

206471 185701
41,285 186,3%
(22.793) (136.776)
1] 0
(16597 (75010
o {4,455%
{7.349) (22113
7951 34025

326577 2617304

POrTaACIon

ipment

2.56| 448

133,807 205967 1165871
86,000 4| 285 185,331 |
(62.497) (22,793 {1 3&.??6} |
] 0
I {16969 (7l 213) |
0 0 {4,103 |
{5.270) (7.345) (22,182) |
| 3,588 7951 34037 |

528,248 515748 | 2583718
(374510) (317656) | (1432428
o B

The P340 thousand allowance for imgairment partans to DBFs Morham property in Baguio

As of December 31,2007

Mate |5 — Investment propercy

This accownt consists of Heritape Park Investment: Certificates
Thesa certificates are nat tithes 0 property but security instruments
which cover and repr esert intersst o the Herta g Park a '||K|I
value memaorial ground complex kecated in Fort
Metro Manila, Each Heritage Certificate entitles the
exclusive interrnent right ard perpet
awnarship of the im ements o
facdities, services and perpetual care of
said praperty 15 not availabie,

holder 1o the

the Paric The fair value of the

Mate |6 — Equity investment in subsidiaries

This account comsists of: (In thousands)

Irvestrnants o subsidiaries
Acquisition cost:

DBF M ement Corporation

DBF Data Canter; Incorporated

D R.n‘:"ru'lanr_c Center | Hnr' Kong, Ltd.

Barnifacio, Taguig,

uel usufruct of the memaorial lot,
ment of commen amenities,

| 2007

The movernent. is sume

| AL LA

Group

Qoo

~TE

o |

1006
1
0
)

e R

the total expenditures recognized in the course of the construction of the DBRP's Morham Traming Center in Baguic,

DBF Baguio Branch and the DBP Commeroal bulding aggregated PA.39 million from the total contract price of P268.52 million

narized as follows: (In thousarsds)

| Group

At Decermnber 31, 2006 P 4lZ75T | P
Disposals {1,069)

| 2007

| Parent

408,584
{1,08%)

Parent
| 2006

B 37500
1,250
e

S
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Mote | 7 = Equity imvestment in associates

This account consists of iInvestments in share of stocks as follows: {In thousands)

Parent

2006

LGU) Guarantes Corporation (36.75% owned) 125145

DBP Daiwa Securities (| 7.06% owned) 50,676 45,675
Odystery Capital Ventures (35% owned) 10933 10938
| DBP Service Corporation (29.46% owned) E597 56
195358 5

Allowance for impairment

Starement of Condition Statement of Income
Total Assets | Total Liabilities | Gross Income | Met Income
47443 24508

LGU Guarantee Corporation

DBP Darwa Securtbes 280,974 97,26l
Oigyssey Capial Ventures 1,459 588

[DBP Service Corporation 214,121 1772

Smarement of Condition Statermnent af Income
Total Assets | Total Liabilities | Gross Income | Met Income
LGU Guarantee Corporation P 4598971 P 197259 1 P B2442 | P 56,939
DBP Damwa Securities 287773 137510 47,232 I 1,784
Oiddyesey Capital Ventures 32435 17 |.570 1,555
| DBP Service Carporation 340,225 198,731 895412 16,693

More |8 — Equity investment in joint venture

This account consists of, {In thousands)

Group
2006
| DBP Insurance Brokerage, inc. (40% owned) 3 4000 | F ¢|P 4000 | P ]
The following tables present financial iInformation of jont verture a5 of and for the years ended: (In thousards)
2007

Starement of Condition Statement of Income

Total Assers | Total Liabilities | Gross Income | Met Income
DBP Insurance Brokerzge, Inc. P I34/5 | P eli5l | P Frsriis 1,767 |

| Starement of Conditian |

Total Assets | Total Liabilities | €

DBP Insurance Brokerage, Inc

Mote |9 - Other assets

This account consists of {In thousands)
Parent
, 2007 1006
Prepaid expenses F 58633 | F 452666 | P 5404604 (P 452119
Accounts receivable 3,761 403 12,874,650 3733989 12843277
Deferred income tax 4051231 3514606 4051231 3514,606
Amortization fund —Trust Services Drepartrment 775438 1049475 775438 1,049.475
Misc. aseets - Gratuity plan fund 340,88 | 610,062 340881 410,062
Miscellaneous assets ~ Intangibles * 129,023 [ 11,254 129023 [ 11,254
Diwvidends and mterest receivabie 50,834 53,539 50663 53539
Deferred charges 15,302 107,243 15,302 |07 243
Inter-office float items {17,433) 13482 (17433) | 13482
[ise. assets - Unrealized market gain 0 487,041 0 43704 |
Rieal estate owned 0 Ferd] 4] Eerd]
| Miscellanecus 151438 410077 240.888 406,705
14,763,456 19,7851 16 4. 724.586 19,749,828
Allowance for impairment | 58,561 {107,748)

{158,196} 107,323)

* Mucellaneaus assets — intangibles are software costs accounted for as follows

Group
2007

Balance at beginning of year P I1E254 | P Sa.re | P 111,254
Additions 33208 42,393 33208
Amortization (154390 355924 15439
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Mote 20 —Allowance for impairment and credit losses

Changes in the zllowance for mparment and credit losses follow: (n thousands)

Group Parent

2006 2007 2006
Ralance at beginming of year

AF5 mvestments (Mote 1) P25 | P 62l | B 2547 | B 621448
Loans and recepvables (Mote 13) 3081716 8,103,306 3081718 8103306
Imvestrment in assodates (Mote 17) 41,760 41,760 41,760 41,760
MNCAHFS 935,242 T4L044 235242 742044

*(Note 14 and 19) 108,048 16798 10766 167557

Preneision forfreversal of imparment and credit losses

PYTPL imvestrnents ® (Mote |0) | 355,000 4] 1,555,000 a
AFS investrnents (Mote | 1] (65 1.845) 554.000 (63 1;845) 554,000
Loans and receivables (MNote |3) (178215} 1,023,156 (178215} |823,154
Inwestment in associates (Mote 17) {41,760} 4] {41,760) Q
NEAHFS 2715935 554.362 27545 554262
Cithers ** (MNote 14 and 19) [298) TAL7 (398) 7427
L3147 17 L.178.845 1314717 L. 178,845
Charges against reserves
Writa-off
Loans and recervables (Mote 13) (10,298) {14201 (10.258) {1490
MEAHFS (243 (3,588) (243} {3,588)
Cthers ** (Mote 14 and 19) {215 {731} 1213) (731)
{10,756) {15230 {(10.756) {19.230)
Foreclosures:
Loans and recenvables (MNote |3} {3500 {SLEI0) (350) {90,£90)
Realized loss an NPLs sold dunng the year
AFS investrmeamts (MNote | 1) 0 [352,173) L (352373
Loans and receivables (Mote |3) (o] (4033585 [ {4.033.5085)
MCAHFS (35786 (592858) {3.578) [592.858)
Others ** (Mote |4 and 1) o (22.042) 1) (22,042
(3578} (o001 |58 {ASTEY (2,001,158
Revaluatyon
AFS irvestments (Note | 1) (380.586) (6,897 {380 586) (68737
Leans and receivables (Mote 13) (14.326) (27214 (149265 (27214)
Cthers ** (MNote 14 and [9) 75 {e»m; 75 {E61)
3 . CF (395, 237) (34,770) (395337} (34772}
Cither transactions
AF5 irwestments (Mote | 1) {350,665} 1683993 {3504E5) 1,683,993
Loans and recavables {MNote |3) 611954 {1 ET7956) &l 1.954 (1 B77.956)
NCAHES {(278.782) 235,387 (278762} F35 382
Orthers ** (Mote 14 and 19) 51,152 (43,858) 51212 (43,888)
33679 [2:469) 33,739 (2465
Balance at end of year
PYTPL investrnents (Mote [O) 1,955,000 o 1,955,000 o
AFS investments {Note | 1) [, 118,175 254|271 LB I75 254271
Loans and recenables {Mote | 3) 3AR% R8I 308,718 3489 881 3081716
Irraestrnent in associates (Mote |7) 0 41,760 0 41,760
MNCAHFS 31.5%6 935,243 93459 935242
Crthers *(Mote |4 and |9 | 58,902 108,088 158,536 |07 662

*The FYTPL investment balances in Mote 10 s already net of provisson for credit losses,
** Includes alowance for impairment of Bank premises, furmiture, fitures and equiprment (Mate | 4),

Mote 21 — Deferred income tax

Components of the deferred tax assets and liabilities are as follows: (In thousands)

LSERSEReC e, e et SY e |t SRR e

Dieferred tax assets on:
Allewance for impairment P 1265405 |P 1510270
MNet -::pa_-mung loss carry ever (NOLCO) 921,139 1,33) 005
de m 483374 360464
i {gan) revakuation (129,628) [B38.246)
nreied foreign exchange loss/{gain) — ret SB5.067 61914
225,874 189,199
Iﬁ deferred tax assets (Mote 19) 4051231 3514606
Deferred tax kability on:
Unrealized foreign exchange gains (Mote 24} 341,715 ]
Met deferred tax assets P 270958 [P STT{e0s |

Morte 22 - Bills payable

The Group and Parent Company's bills payable consists of the following: {In thousands)

Group
2007 | 2006
[B]s] 12STIC P 39765937 | P BESS &1L [ P 39765937 | P BB53.020
Foreign;
- with FX risk cover &4,7433252 88,080,768 | £4.743.252 88080781
- ¥k r 14,237 466 21 367 657 14217 466 21 367657

TRIOTI8 109,448,638 TEH0T 1A 109,448,638

g‘;‘unb:s

W'li'unnnz}.lz'ar P 54049933 | P 35878812 [ P 54049933 | P 35876215
ond one . .65.?22 31.425.4‘!3 4.63&.12 1.43.1
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Bormowings in foreign currency withaut foregn exchange nsk cover (FXRC) by the Mational Government (MNG) are lert in the same curmency
sxcept for the Mordic Development Fund (WOF) and Japan Bank for International Cooperation (|BIC) — |JEXIM 5. Accordingly, foreign
exchange risk i assumed by the borrower, (ithers are invested in the same currency.

Borrowings in foreign currency without FXRC by the MG amounting to PB, |74 billon are imested a5 follows:

| BRC-PLDT FI7.02 mallion cr PTO6.66 mallion 3 MW 3M ELIR 246 mallion or P 14301 million
Irvested in LS Dhoflar with Trust under Lent in Peso, The foreign exchangs sk
the Amortization Fund, Payment of 15 assumed by the Bank
principal and nterest due to Funder
comes from the Amortization Fund, 4, |BIC = JEXIM.S - JFY 1842 bilkon or PAEI billion
Lent in Peso. The foreign exchange rsk
I BRO—-MERALCO - %1223 milion or P504.68 mallion is managed by the Bank effectve [uly |,
Irvested in the same curnency 2007,

Other information about bifls payable as of Decemnber 31, 2007, are as ollows

Domestic |2 pears 25 years
Foraign 40 years 40 ymars
A
wl:lu‘nesbc 4 yaars 9 years
Fareign 16 years 32 years
b, Swerage rate (interest rate to funders)
Cromestic 4 73K 5.63%
Foreign 191% |B5%
c. Balance {In thousand pesos)
Maximuen month-end balance 59,237,301 36,283,497
Awerage moanthly balance 51431914 34.368,793

Maote 23 - Deposit labilithes

Deposits matunng within the year amournted to Pa% 926380 thousand and P6%,330765 thousand for the Group and Parent Comparny
respectraely

More 24 - Deferred credits and ather liabilicies

This account conssts of (In thousands)

G 7
Residual value with FX cover Poogsander | ORISR | P 9EasTeT | P OTaSEE
Dierivatives with negative far value |, 247,135 139,197 | 247136 139,197
Accounts payable B4, 658 679,385 B74.200 679,156
Unearred income/deferred credits 479,357 357 077 473,397 57077
Deferred tax lizbildy 41715 0 41715 Q
\Withholding tases payable 234738 | 69,594 234738 149,594
Custstanding acceptances 43,602 358 | 43,602 358
Mescellaneaus liabdity - wsusts | 7,000 0 117,000 &
Cash letters of credit 55677 143,626 85,677 |43,616
Due 1o Treasury of the Philippines 41022 24595 4| 621 24995
Other miscellaneaus liabalities 732670 257,012 T0674 233230

Other miscefaneous labilites irdude mainly special funds, GSI3Medicare’Employes Compersation Fremium/Pag-ibig and domesto bills for
cleanrg

The Group recogrized provsons for lwsuits with court decisions that are final and executory and those with probability that the Bank will
ke Tinally held Table far the claim of the plaintiff withen one or two peacs from balance sheet date

Mote 25 = Unsecured subordinated debt/Ocher equity inscrument - hybrid tier |

To increase and strengthen its capital base, the Parent Company's Board of Directors (BOD) approved on October 26, 2005 and February
15, 2006 the ssuance of Lower Tier 2 and Hybnd Tier 1 (HT 1) Capital Securities

The Parent Caompary offered to the public in January 2006 unsecured lower tier 2 subordinated notes with & maturity of 10 years and are
subsect 1o an optional redempt:on by the issuer after 5 years. Interest rate was pepged at 9.5% net for individual and tax-exemgt insttutions.
The initial offering penerated P 2.33 bilkan,

On September 8, 006, the Parent Company issued HT1 Capital Securities representing LISF1 30 milion, 8. 375% non-cumulatve step-up
callable perpetual securities, These wene issued pursuant tooa trust deed dated 15 September 2006 beresen the Parent Company and
the Bank of MNew York {Trustee) with a liquidation preference of LISE 000 per capital securty, Proceeds of the issuance were received on
September |5, 2006 The Parent Company has receved approval in-principle from the Singapore Exchange Secunities Trading Limited {SGX
ST} for the listing and quotaton of the HT1 Capital Securities on the 5GX-5T ina minimom board ot size of LIS$200,000. Further, the HT1
Capetal Securibes are poverned by the English law except on certain conditions and clause 7 in the Trust Deed which are governed by the
Philippme law. The BSF has approved up ta LSS 30 million issuance of the HT1 Capial Securities which are eligible to qualify as Tier 1 capital
of the Parent Company subject to the limitation based on BSP Carouidar Mo 503 ssued on Decermber 22, 2005,

Basic features of the HT1 Capital Securities follow:

. Imterest at B.375% per anrum payvabde semi-annually n arrear from 15 September 2006 to |5 September 2016 {The First Optional
Redemnption Date), and thereafter at a rate, reset and payable quarterly. in arrear, of 4.878% per annum above the then prevailing
don eterbank offered rate for three-maonth LA, dollar deposits. The BOD of the Parent Compary may, in its absalute: disoretion,

et 1o make any payment in whole or in part if it has not paid or declared a dividend on s Comman Shares in the preceding
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- merest payable on (5 March and 1% September in each year, commencing an |5 March 2007 (in respect of the period from  (and
acluding} |5 September 2006 to (but exchudng) |5 September 2016 and [subject to adpstment for days which are not business days)
an 15 March, |5 June, 15 September and |5 December in sach year thereafter

. Redermplion at the eption of the Parent Comparty (but not the holders] under optonal redemption, tax event call, and regulatory event
call, subject to the bmitation as discussed in the offering crcular

+  Rights are claims of the holders are subordinated to the claims of senior creditoes In the event of the dissolution or winding-up of the
Farent Company, halders will, subject to certan imitations and applicable law, be entitled to receive the liquidation distribution which =
aguivalent to the higuidation preference plus accrued interest.

The securities are not deposits of the Parent Company and are not guaranteed or msured by the Parent Company or any party related to the
Farent Company or the Philippine Deposit insurance Corporation and these may not be used as coflateral for any loan made by the Parent
Campary or any of s subsidianes or affiliates

The Farent Compary or any of its subsidiaries may not at any time purchase HT1 Capital Securities except as permitted under optional
redemption, tax event call, and regulatory everit call as described incthe terms of issuance

The HT1 Capital Securties are sold 1o ron-LLS, persons outside the Linited States pursuant to Regulation 5 under the U5 Securities Act
of 1933, as amended, and are represented by a Global Cartificate registered in the name of a nominee of, and deposited with, & comman
depostary for Eurodear ard Clearstream,

The Parent Company classifies the HT1 Capital Securties under stockholder's equity — ather equity retrument in accordance with BSF Circular Mos
503 dated Decermber 22, 2005 Hence, the interests paid out are recognized as dridencs or debited directly to stockholder's equity net of any related
incare tax benefit. Ao, various costs in Bsuing or acquinng the securties are accounted for as a deduction from equity (ret of ary refated income
tax benelit] 1o the extant they are incremental costs directly attribatable 1o the equity trarsaction that otherwise would hawe been avoided

Mote 26 = Surplus reserves
This gccount consists of (In thousands)

2006

Reserve for trust business E 26442 | P QI | P 644} | P A,
W for contingencies 85,192 85,199 g5 199 85,199
r surplus reserves
Lozns — Japan Exem Special Facdity 45937 4937 4937 4337
Fund — |apan Traning & Technical Assistance 66,027 66,027 &6,027 &6027
Expenze — Japan Exim ﬁa] Faciity 46 45 46 46
Appl%;iamd Cieneral rves Fund
the proposed morease in capitalzation - DEF MO 20,000 20,000 a 1]

G100 1010 71010 71010

IM aceardance with BSF regulations, reserves for trust business represents accuemutated appropration of surplus computed based on (0% of
the yearly net incorme realized by the Parent Compary from its trust operations as foliows: {In thousand pesos)

Annual Trust 0% Share in

MNet Income Met Income Balance
Beginring C 2008 2757
Adjustment in 2006 (556)
Adc 105 Met Income
Y 2007 42411 4241 6442 |

Reserves for contingencies include P00 million set asde per Board Resolution Mo 0578 dated October 12, 2001 to cover possible losses
the Parent Company may incur for ary unfaverable court decision on all lawsurts where the Parent Compary is invoheed. [t also includes P35.2
milllior set aside for possible losses on defalcaton by and ather unlawful acts of the Parent Company's personned or third parties

Maote 27 — Miscellaneous income

The Graup's miscellaneous income substantially represents profit/loss) from assets sold, additional imterest and penalty charges, recovery
from charped-ofl assets,

Mote 28 = Other operating expenses

The Group’s other operating experses cormpnse significantly of management and other professicnal fiees, security cienical, messengenal and janitoral
expenses, deprecation and amortization experses, msurance expense, Rigationfacrquired assets experse and power: light ard water expenses.

Mote 29 - Income and other taxes

Linder Phibppine tax [aws the Group is subject to percentage and other taxes {presented as Taxes and Licenses in the statements of income)
as well as income taxes, Percentage and other taxes paid consist principalhy of gross recespts tax or GRT and documentary stamp tawes

ncome taxes include the corporate income tax, as discussed below; and final taxes paxd at the rate of 20% whach s 4 final withholding tax on
gross interest mocome from government securities and other deposit substiutes

rerest allowed as & deductble expense s reduced by an amount equivalent to 42% of iInterest income subjected to final tax The regudations
alza provide for manimum corporate income tax (MCIT) of 2% on modified gross income and allow a NOLCC The MCIT and MOLCS roay
bie applied agairst the Groug's income tax bability and taxable income respectively, over a three-year pariod from the year of inception

Provvesion for mcome tax consiste of {In thousands)

Group
2007 |
| Current
Firial taousd B 19,643 B 74345 P 19,649 P 74,345
RCIT 52 2198 0 1]}
MCIT 43,90 &3,066 43,190 61066
Tax Deflciency 4] &7, 136 0 67,136




A reconcliation between the provision for corporate income tax at statutory tax rate and the actual provison for corporate income 13x a5
of Decernber 3| of the Parent Company is as follows! {In thousands except for rates)

2007 2006

Amount | Late (%) Amount | Rate (%)
|

Statistory. income tax P 893252 3500 | P BAADS3 3500
Effect o itermns not subject to statutory tax rate:
Income subjected to lower tax rates (499.5994) (19.59) [F1305%) (2881}
Tax-exempt income (SE4TT1) (2213}
Mon-deductible expenses 719, lﬂl
Others

The details of the Parent Compary's MOLCD and MCIT are as follows (In thousands)

Inception
Year

Mote 30 - Related party transactions

n the ordinary course of business, the Parent Company has loan, deposits and other transactions with its related parties and with certain
directors. officers and related interests (DIOSRI)

Under ewsting polices of the Parent Company, these loans are made substantially on the same terms as loans granted 1o other ndiaduals
ar.;:l busiresses of comparabike risks The General Bankng Act and BSP regulations mit the amount of the loans granted by a Farent Comparry

A sngle bormower to 25% of capital funds. The amount of mdredual loans to DOSAIL of which 70% must be secured, should not exceed
'l ne armount of the deposit and book va JL‘ of their investment in the Parert Company. In the aggrepate. loans to DOSRI generally should not
exceed the total caprtal funds or 15% of the total loan partfclio of the Parert Cormpany, whicheser s lower Total out =,1,L'1r||r|g TSR ||:h-|'ﬁ
and guarantees amounted to P 14,609 million and P17.305 million or 11.34% and 1253% of total loan portfolio as of December 31, 2007
arsd 2006, respectiveby

The remunieravon of directors and mermbers of key management are estimited s follows: (In millions)

Group Parent
2007 2006 2007 2006

Shﬂrt term err'plo}ee benedits 6676 | 6116
henefits BE.42 45.01 4870

Mote 31 - Commitments and contingent liabilities

In the normal cowrse of the Group's operations, there ane vanous lawsuits filed against the Group, outstanding commitments and contingent
habilites, such as guarantees, carmmitments to extend credtt, forward exchange contracts, interest rate swaps and similar arrangements which
are not refiected in the accompanying financizl statements. Mo matenal losses are anticipated as a result of these transactions.

The Parent ':El_ll:ar-';."i. EE_E!FEEEH’! CDF‘TIFQ&'—."I'. abilities are as foflows (n thousards)

Transferred to national government (MNG) F 0P 945G
Derrvative on FX contracts OTC option 64,056,275 88,186,594
Outstanding guarantees issued 231,294 103737 |
Unused commercial letters of cradit 5806451 474,841
Forward excharge bought 431,517 | 4851 654
Forward exchange sold 23.081,525 [ 446234
Forward exchange boupht swap 6, 732646 i}
Forward exchange sold swap 6426232 ]
Spot exchange bought 0 375619
Spot exchange sold H 375619
Interest rate swap receivable 0 500,000
Interest rate swap payable 0 500,000
Crthers : | B3.03%

More 33 - Trust funds

The Parent Company is authorized under its charter to perform trist and fiduciary acthities theu the Tr Services Diepartrment. Trust
RILL ged, accounted and reported indnadually in accordance with regulatory policies and investment agreements with Trustors
Trust resources as of Decernber 34, 2007 amounted to F2 illszn fram r.(‘{-,us vearend balance of PI9.86 billor These are off-books
trartactions and therefore not included in the Parent Company ial staterments

In¢ome realized from trust operations amounted to P424 | million, net of operating expenses of PE215 million and Gross Receipts Tax of
F7.9 miffion, which was remitted to the Parent Company and included i its Tinancial statements

Mote 33 - Foreign currency deposit unit

The Parent Company has been authorized by BSF to operate an Exparided Foreign Currency Deposit Unit (EFCDL) since August 1995,

Income cerived under the expanded forsgn currency deposit system from foreign cunmency transactions with non-residents

offehore bankirg
units in the Philippmes, local commercal banks includng branches of foreign banks that may be authorized by the BSP 1o

transact L".:L‘"H'.‘L':
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with fareign currency depasit units and other depository banks under the expanded foreign currency depodil syitem are sxermpted from all
taxes. Howeyer, interest income from foneign currency loans gramed 1o residents are subject 1o a final tax of ten percent {10%8), pursuant to
Republic Act Mo, 9294 (approved by Precdent Glosia M, Arroyo on April 28, 2004)

More 34 - Other Information

Ke; financial indicators of the Parent Company

0N AVerage equity BO7% 10.49%
Feturn on average assets I.11% | 23%
Pt interest margin 335% 356%
Debt to equity ratio B3| Gk
Debt ratio 0.86:1 0871
Capital to risk assets ratio 2205%* | 28.00%
Efficiency ratio 59.33% 53305
Salaries & personnel expenses |

operating expenses S57B5% | 5437%

* Based on BASEL Il framework

Mote 35 — Reclassifications

The fallowing account in C 20046 was restated 1o be comparable with CF 2007 figures: {In thousands)

Mote 36 = Events after the Balance Sheet date

b}

c)

d)

Per Board Resofution Mo, 0155 dated April 9, 2008, the Board approved the declaration of cash dividend to the Matisnal Governmiert
amounting to Pl billion covering O 2007 net earnings,

Oin February 6, 2008, the Board of Directors of the Parent Company approved the acquistion of Al — Amanah fslamic Investrent Bank
{AAIBFY in s Resolution Mo 0050,

O Agril 3, 2008, the BSP Monetary Board in its Resolution Mo 42| approved the | 00% equity irvestment of the Parent Company
in the AAIBP pursuant to Republic Act Mo, 8791 and the acouisition of the 452361 shares representing P0.04% of the issued and
outstanding caprtal stock of AAIBF for a total purchase price of F45.2 malion

On May 17, 3008, the Share Purchase Agreernent was made and executed by and between the Mational Government and the Parent
Company. The Parent Company pasd the total purchase price of P35 mifion representing 350,000 shares at P100 per share.

Cin Agril 10, 2008, the sealed-bed public auction of non-perfarming assets {MP&s) consisting of SPY eligible MEAs under the Special
Purposevehicle Act of 2002 or RA 7182 and non-5PY elighle MPAs was declared failed by the Parent Company, NPAs inchude MPLs of
P1.32 bilkon and ROPAs of PO.45 bifion.

O April 16, 2008, the Board of Directors of the Parent Company approved the acquisition of NOC Martime Leasing Corporation
(MMLC) from the Mational Development Comparny (MDC) per B8, Mo, 0160, The total equity infusion of P400 million was divided
it

iy PIOG miflion to pay all the authorized and issued comman shares of MMLC subscribed and owned by MO consisting of
| Q0L shares,

iy P3O0 million to take cut MNODC loan to be converted to equity to budd up MNMLCS networth

On April 18, 2008, the BSP approved-in-principle the Parent Company's request to acguire |00 percent of the outstanding capital stock
af MMLE fram NDC.

On une |2, 2008, the Parent Company paid the P100 million and P279.21 milian representing | 000,000 issued and outstanding
comman shares at P00 per share and depost to MMLC to pay off its outstanding loan from MOC, respectively.

Cin Jure |6, 3008, the Parent Comparny paid the remaming P20.79 millien deposit to WMLC,

As a Government Financial Institution responding to the Constitutional mandate and consistent with its commitment to the values
of Corporate Socal Responsibility by way of supporting mvestments in the development of human capital 2s a strazegy for poverty
Aleviation, the Parent Company has estabished the DBP Education Endowment Program (DEEP) that shall grant financial assistance
to deserving students from the ranks of underprivileged Filipine families who aspire to pursue @ nursing course at quality public and
private tertiary schools. As of September 2008, the Parent Company booked an expense aggregating P2 | million under Miscellaneous
Expernse-Crthers DEER

The Bodrd of Directors. in its September 24, 2008 meeting. authorized the sale of all the Parent Company’s outstanding Credit Linked
Maotes (CLMs) issued by Lehman Brothers Holdings Inc. with & minimum selling price. Actual disposal was done in September ard
Ciotober 2008, The account is adequately covered by reserves for credit Insses, Lehman's rating was "a+" before it filed the Chapter | 1
of the US Bankruptey Code,

Mote 37 = Approval of financial statements

The financial staterments of the DBP Group have been approved for issuance by the Board of Directors on Meovember 26, 2008
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