@ BUSINESSBANK

January 30, 2014

THE PHILIPPINE STOCK EXCHANGE, INC.

Philippine Stock Exchange Plaza
Ayala Triangle, Ayala Avenue
Makati City
Attention : Ms Janet A. Encarnacion
Head - Disclosure Department
Subject : Annual Progress Report on Application of
Proceeds from IPO with External Auditor
Certification
Gentlemen:

We are submitting the following attachments as compliance with the PSE requirement for newly listed
companies to provide an annual progress report on the application of proceeds resulting from fund raising
activities.

1. Progress report on the application of proceeds from IPO for the year ended
December 31, 2013.

2. Certification of Punongbayan & Araullo on the accuracy of information provided by
Philippines Business Bank in relation to the progress report.

We hope you find ei.'erytlﬁng in order.
Verytrul

. R
- Controller

350 Rizal Avenue Extensidn cor. 8th Ave., Grace Park, Caloocan City Trunkline: 363-3333 Fax:364-9171
Website: www.pbb.com.ph  Email: info@pbb.com.ph
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THE PHILIPPINE STOCK EXCHANGE, INC.
Philippine Stock Exchange Plaza
Ayala Triangle, Ayala Avenue

January 30, 2014

Makati City
Attention : Ms Janet A. Encarnacion
Head — Disclosure Department
Subject : Annual Progress Report on Application of
Proceeds from IPO with External Auditor
Certification
Gentlemen:

In line with the Initial Public Offering (IPO) of Philippine Business Bank (“PBB”) on February 19, 2013,
we submit herewith our report on the application of the net proceeds coming from the primary offer of PBB
shares, amounting to THREE BILLION EIGHT MILLION SIX HUNDRED TWENTY THOUSAND
FOUR HUNDRED SEVENTY NINE PESOS & 80/100 PESOS (P3,008,620,479.80).

Proceeds from primary offer of PBB shares Php 3,192,002,100.00
Less: IPO expenses 183.381,620.20

Net proceeds Php 3,008,620,479.80
For the year ended December 31, 2013, the applications of the net proceeds are broken down as follows:

Use of Proceeds Amount in Pesos
Available-for-Sale (AFS) Financial Assets 291,015,487.30
Branch Expansion 80,388,210.82
Information Technology Infrastructure 37,216,781.68
General Corporate Purpose . 2,600,000,000.00
Total 3,008,620,479.80

Please note that General Corporate Purposes pertain to the funding of PBB’s Loans to Customers.

Thank you.

Very truly yours,

SVP - Controller

350 Rizal Avenue Extension cor. 8th Ave,, Grace Park, Caloocan City Trunkline: 363-3333 Fax: 364-9171
Website: www.pbb.com.ph  Email: info@pbb.com.ph



Punongbayan & Araullo

Report on Factual Findings

20th Floor, Tower 1
The Enterprise Canter
G7ER Ayala Avenue
1200 Makat City
Philippines

T +63 2 BB5-5511

F +63 2 BB5-5506; +63 2 886-5507
The Board of Directors S AT A R
Philippine Business Bank, Inc. A Savings Bank
350 Rizal Avenue Extension corner 8" Avenue
Grace Park, Caloocan City

Gentlemen:

We have performed the procedures agreed-upon with vou and enumerated below with
respect to the attached Annual Progress Report (dated January 23, 2014) as of

December 31, 2013 on the application of the P3.008 billion proceeds from the inital
public offering (the IPO) as ar February 19, 2013 of Philippine Business Bank, Inc. A
Savings Bank (the Bank) at the Philippine Stock Exchange, Inc. (PSE). 'The procedures
were performed solely to comply with the PSI requirement to submit an external auditor’s
report on the accuracy of the information being represented by the Bank relatng to the
application of proceeds whenever a report is submitted to the PSE. Our engagement was
undertaken in accordance with Philippine Standard on Related Services 4400, Engagensents
to Perform Agreed-Upow Procedures Reparding Financial Information, applicable to agreed-upon
procedures engagements.

Agreed-upon Procedures Performed

The agreed-upon procedures that we performed on the Annual Progress Report are
presented below.

1. Checked the mathematical accuracy of the Annual Progress Report;

!‘J

Compared the list of application of proceeds in the Annual Progress Report with the
schedule of planned use of proceeds from the Offering. The list of application of
proceeds m the Annual Progress Report follows:

a. lnvested the balance of PH0.388 million for branch nerwork expansion and
P37.217 million to fnance informadon technology (I'T) infrastructure;

b. Used the amount of P2.600 billion ro finance the Bank’s loan growth (general
corporate purpose); and,

¢. Used the balance of P291.015 mullion to invest in available-for-sale (AFS) financial
ARRCTE.
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Q Punongbayan & Araullo

An instinct for growth

3. Obtained the schedules of AFS financial assets, gross receivables from customers,
bank premises, furniture, fixtures and cquipment, computer software and
miscellaneous assets as of December 31, 2013 and 2012, and performed the following:

a. Agreed related torals of these accounts with the peneral ledger;

b. Compared the December 31, 2013 balances with December 30, 2012 balances of
AFS financial assets, gross recetvables from customers, bank premises, furniture,
fixrures and equipment, computer software, and miscellancous assets and of all
other items 1n the statement of financial pnﬁit.i{m; :m:.L

c. Obtained representation from the Bank on the movements of these accounts.

Resules of the Performance of Agreed-upon Procedures

1. With respect to item 1, we noted no exception on the mathematcal accuracy of the
Annual Progress Report as summarized in the Bank’s letter to the PSE.

2. With respect to item 2, we found the list of application of proceeds in the Annual
Progress Report to be in line with the Use of Proceeds section i the Offering

Circular.
3. With respect to item 3, we noted the following:
a. The balances in the schedules agreed with the general ledger.

b. 'The Bank received P3.008 hillion representing the net proceeds from the 1PO) on
February 19, 2013.

The Bank also generated additional funds from new deposits durning the vear
amounting to P11.433 billion. These funds were invested in AI'S financial assets,
loans to customers, bank premises, fumniture, fixtures and equipment, and computer
software,

I'or the Bank’s branch expansion, we noted a bankwide net increase of
P182.220 million in bank prenuses, furmnure, ixtures and equiptent, which 1s
higher than the proceeds invested in branch expansion totalling P80.388 million.

The amount of P32.113 million was invested 1n 11 new branches enumerated 1n the
prospectus. Lhe derails of the amounts disbursed are as follows:

Application of Net Proceeds
Ind Quarter Sed Quarter 4 Quarter
2003 03 3 Annual
Bank premises, frninure, fiehuse and equpment B DR P HTAMAS OB 13T P 47097 2%
Renna] depesis, branch processiag fees
and computes softwae pARTELR 1078,/13 4.116/123

Po45540 P JRINRE P 16T P SLIDM3

Certified Pulblic Accountants
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An instinct for

growth

We also noted that the three 3 of the 15 branches mentoned in the progpectus
were relocated as follows:

Original Location

New Location

Mandaluy

ong Ciry

Renro

_ I-‘nxiﬁ f_:it:.'

Timog Rotonda

Pateros

Cagavan de Oro — Cogon

For Tagum, Davao branch (the 15" branch), the Bank has not vet decided whether
this will be relocated to another site or the project will continue as originally

planned.

The Bank invested the amount of P28.274 million in 8 new branches which are in
addinon to the 15 branches mentioned in the prospectus. The amounts represent
the esnmared excess funds of the Bank for branch expansion from the allotted
proceeds for the 15 branches previously mentioned. The amounts also include the
funds disbursed for the relocation of the 3 branches mentioned above. The details

of the amo

Brank premses,

unts are as follows:

Application of Net Proceeds

Ind Quarter Jed Quarter 4th Quarter

013 s 03 Annual

furniture, fixtuse and egquipment

Rental deposits, branch processing fees

P BILMD P 1RROZATL P 257N

and computes softwise

: 661,45 889,200 1,550,655

- P OEMM5 P BA8LATL P 2B274966

For the investment in I'l infrasoucture, we noted a bankwide ner increase of
P76.566 million in IT equipment and computer licenses. As of December 31, 2013,
the Bank made a total invesument of P37.217 million 1n IT infrastructure. Poroon
of the amount was traced to furniture, fixtures and equipment amounting to
P2.070 milhon while the remaining 1'35.146 mullion was waced to the schedule of
computer software. Presented below are the details of the expenditures for the

year:
Application of Net Proceeds
Ind Quarter Jrd Quarrer 4th Quarter
o ns o 2013 Annual
Computer equipment P MNP 064352 P 61430 P 2010282
Softwane 14502777 12425602 7518121 35,146,500

P 15647277

P 1338094 P BI79551 P 37.216,782

Certified Public Actountants
P&S is 2 member firm within Grant Thoron Intemalional Lid
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An instinct for growth

For AFS financial assets, we noted a bank-wide net increase of P941.431 million in AFS financial
assets resulting partly from the temporary investments in money market placements of the unused
portion of the proceeds. By the end of the year, the Bank has a total investment of P291.015 million
i AFS financial assets, which was lower that the iniial investiment of P380CSTE mallion i

June 30, 2013, As presented below, lesser amount was invested by the end of the year since portion
of the amount was used for branch expansion and mvestment in I'l infrastructure. We noted a net
decrease of PRY.S02 mullion which was re-allocared to branch {:xpm‘lsinn and I'l" infrascoructure,

c.  We present below the summary of the application of the net proceeds for the year ended December

3, 2013 based on the informanon we obramned from the Bank,

Application of the Met Proceeds Planmed Bulance of U nosed
2ol Cruarter Jedd Quarer 4th Quarter Allocation of Proceeds as of
203 2013 2003 Annaal IPO Proceeds Dhecember 3, 2003
(i) 12,455,401 I I ST I ALLTER E LUELIEA LN I'
I'T indrastruc e 153,647277 174,551 37 206,THD [RILETREHI]
'|:_'|§|||-;|||u|| of brnch boenses BRI T RN HEQHELIA
s financial assers WOSITAGY o LA R AR 5K IR - L EAET :|-.-'|
Crenertl enrprrale purpose SOHIHELIEN) ; SRR KR :.l'=|'H.l"l_:H£Ei!_‘.'ll : Had 48D
P A008620480 P 0 {P ) P Lo0dc20480 P R008620480 0P I

B e § fcasone s s bl afcatien, N ot oy S Difer oo sty i

o it cabne pvepuize il S Swvedterd S abard Serme sl dpo sty ol sy k! Plinzaments

3 5 ] 1]
I'If.-r.-.*:'m"l'.\-.l_'.hm.\'.‘ P periwns fo il Band's Fadvay 4 s Mot af the pecols e b weed t fsine

i i Ny snial oy o) 2R B s vty wied an 0 e quantin
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An instinct for growth

Because the above procedures do not constitute either an audit or a review made in
accordance with Philippine Standards of Auditing (PSA) or Philippine Standards on
Review Engagement (PSRL), respectively, we do not express an assurance on the use of
proceeds from the IPO based on the said standards. Had we performed additional
procedures or had we performed an audit or review of the financial statements in
accordance with P5SA or PSRE, respecavely, other matters might have come to our
attention that would have been reported to you.

PUNONGBAYAN & ARAULLO

D

Byv: Benjamin P. Valdez
Partner

CPA Reg, No. Q028485
TI™ 136-619-58(0
PITR No. 4222741, Tanuary 2, 2014, Makan Ciry
SEC Group A Accreditation
Partner - Noo 0009-AR-3 (unnl Dec. 9, 2014
Firm - No. 0002-FR-3 {until Jan. 18, 2013)
BIR AN 08-002311-11-2011 {unnl Sepr. 22, 2014
Firm's BOA/PRC Cerr. of Reg. No. (002 (unti] Dec. 31, 2015)

January 30, 2014

Corlifind Public Accountants
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