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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders

Queen City Development Bank, Inc. and Subsidiaries
Queenbank Financial Center, Sky City Tower

Mapa Street, lloilo City

Report on the Audit of Financial Statements
Opinion

We have audited the consclidated financial statemenis of Queen City Development
Bank, Inc. and Subsidiaries {the Group) and the parent company financial statements of
Queen City Development Bank, Inc. (the Parent Company) (collectively, financial
statements), which comprise the statements of financial position as at

December 31, 2019 and 2018, and the statements of profit or loss and other
comprehensive loss, changes in equity and cash flows for the years then ended. and
notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Group and the Parent Company as at

December 31, 20189 and 2018, and their financial performance and their cash flows for
the years then ended in accordance with Philippine Financial Reporting Standards
(PFRSs).

Basis for Opinion

We conducted our audit in accordance with Philippine Standards on Auditing {(PSAs).
Owr responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Group and the Parent Company in accordance with the Code of
Ethics for Professicnal Accountants in the Philippines (Code of Ethics) together with the
ethical requirements that are relevant to our audit of the financial statements in the
Philippines, and we have fulfilled our other ethical responsibilities in accordance with
the=se reguirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statemenis in accordance with PFRSs, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or emror.

In preparing the financial statements, management is responsible for assessing the
Group's and the Parent Company's ability to continue as a going concern, disclosing, as
applicable, matters related to going concem and using the going concem basis of
accounting unless management either intends to liguidate the Group and the Parent
Company or o cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s and the
Parent Company’s financial reporting process.

Auditors” Responsibiliies for the Audit of the Financial Statements

QOur objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement. whether due to fraud or
error, and to issue an auditors” report that includes our opinicn. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered matenial if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decizions of users taken on the basis of these financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

= |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive fo
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the overmride of intermal control.

= (Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expreszing an opinion on the effectiveness of the Group's and the Parent
Company's internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

= (Conclude on the appropriateness of management's use of the going concem basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group's and the Parent Company’s ability to continue as a going concem. If we
conciude that a material uncertainty exists, we are required to draw attention in our
auditors” report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obfained up to the date of our auditors’ report. However, future
events or conditions may cause the Group and the Parent Company to cease to
continue as a going concern.

33 1 QUEEMBANE AMNUAL RESOAT 2019



= Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

= (Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with govemnance regarding, among other matters,
the ptanned scope and timing of the audit and significant audit findings, inciuding any
significant deficiencies in intemal control that we identify during our audit.

Reports on the Supplementary Infoermation Required under Bangko Sentral ng
Pilipinas Circular (BSP) No. 1074 and Revenue Regulations (RR) 15-2010 of the
Bureau of Internal Revenue (BIR)

QOur audit was made conducted for the purpose of forming an opinion on the Parent
Company's financial statements taken as a whole. The supplementary information
required under BSP Circutar No. 1074 in Mote 29 and BIR RR 15-2010 in Mote 30 to the
Parent Company’s financial statements is presented for purposes of filing with the BSP
and BIR, respectively, and is not a required part of the Parent Company’s financial
statements. Such supplementary information is the responsibility of the Parent
Company's management. The supplementary information has been subjected to the
auditing procedures applied in our audit of the Parent Company’s financial statements.
In our opinion, the supplementary information is fairly stated, in all matenal respects, in
relation to the Parent Company's basic financial statements taken as a whole.

R.G. MANABAT & CO.
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CPA License No. 0092183
SEC Accreditation Mo. 1472-AR-1, Group A, valid until July 2, 2021
Tax Identification Mo. 162-411-175
BIR Accreditation Mo. 08-001987-34-2017
Issued September 4, 2017; valid until September 3, 2020
PTR Mo. MKT 8116769
Issued January 2, 2020 at Makati City

June 10, 2020
Makati City, Metro Manila
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QUEEN CITY DEVELOPMENT BANK, INC. AND SUBSIDIARIES
STATEMENTS OF FINANCIAL POSITION

Decembser 31
Consolldated Parent Company
Node 203 2018 203 2040
ABBETE
Cash and other cash Rems b P40, 52T, 550 P48 507,533 P40,078,51 P40,004 422
Due Fom Bangko Sentral ng Pilpinaes 4 0 314,618,918 54 6348, 520 310,160,029 160,157 ATD
Due Fom other Danks o a5 218,770,982 B8 331 508 113,038, T80 az,03r. o7
Financial assets af o value theough
DEer Comprenansive inoome O a5 2,300,000 2,500,000 2,300,000 2,300 000
Loars amd receivables - re T 1,728,640,883 1,758,804, 302 1,835,188, 72 14870, 151,918
Fivasiments in subsidariss -] & - 23,188,188 23,188.200
Property and eguipment - ned -] 184,080, 404 TB3 44848 TO2 177 B3z 187 170,833,333
Invasiment properiies - ret 1o 25 T47TH,13 113,708, 191 62,167 B33 103,432 430
Right-of-use assets - net 21 18,604,252 - 18,870,858 -
Softevare - net 1 8,384, 434 10,308,024 2,403,231 10,333,580
Deferred 1ax asseis . red 2z 1,504,383 - B45,533 -
Retirement assat v} £ 2582, T4 = 2,052 740
Difer assels 12 25 11,738,257 12.901 414 10,781 BES 12,100 283
P2,008,138,032 P2 38701285603 P2 431,155,033 PZI50485.163
LIABILITIEE AND ECUITY
Liabllities
Depoci! Rabiltes: 14 26
Banings P11, 270,002,814 P11, 111,637,054 1,138, 430,731 P1.0884Z7F 07T
Desmarsd 334 TLT 41T 331282873 358,125,114 324,913.033
Time 130,513,550 £38 304 055 135, TEO. 032 137,038 543
1,733,003,881 ¥.571.274. 523 1,623,340, 7 1,331,677.007
Accouis payable and accroed
B[RS 13, 15 28,603,881 27,120,558 23,810,002 23,141 595
income e payable B, X0 4335 2504 B8 8028 B3 278234
Lease lnbifties M, 28 19483874 - 17,651,048 -
Retireenent bty ) 12,124,238 - 12,121,238 -
Defermed ax Fabililes - net 2 - 4,508, 197 = 3,383 335
Diher Rabiklies T8, E_E B.!'."ﬂ.-E-! 1 'BE.'BH B.ﬂ!]‘.El 2|.|Ei:-£|5ﬂ_
1,832.238,B82 t027 040,718 1,6597.033,947 1.500.417. 104
Equity Attributabls to Equity Holders
af thee Paremt Company
Common siock 1] 830,000,000 B:30,000, 00 030,000, 00D 50,000 000
Surpius TS5, 102,303 BT 240, 548 08 400,883 81,730,203
Appropriation for peneral loan loss
provision 13,348,320 - 13,348,370 -
Refirmment banefits resans |7, 628,015 347,773 1?,EB (-] 477 TH
T30,Ta2,204 77,554,823 T24.118, 680 713,087,982
Honcontrodling Inderests 43,146,088 41,571 280 = -
773,598,170 TS9,103,873 724,119,086 713,087 302

P2,008, 138,032 P2Z307 012,583 F2,421,159,033 PZ.2908.403,103

Sas Noles lo fhe Financial Slafemenls
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QUEEN CITY DEVELOPMENT BANK, INC. AND SUBSIDIARIES
STATEMENTS OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE LOSS

Years Ended December H

Consohdated Parent Company
Maofe 28 M8 2019 iy =]
INTEREST INC:OME
Loans and recefvables T P41 394,741 P26, 288 2T P134,783, 308 P121.074.873
Due Fom Eangko Sentral ng Pilipinas: 4 5,087,702 4,TE8,305 5,087,732 4,780,308
Due boim other banks =) 3,501 818 2,044 375 1.548.813 1.082.519
130, F14.30% 133122088 141,437,733 120,933,503
INTEREST EXFENSE
Deposil lanifies 14 21,811,582 17, 397.448 20,023 427 16,033,317
Lease |ianBities 2 1446718 - 1.440.318 -
23,T38.288 17,397,449 22,083,743 18,033,397
HET INTEREST INCOME 127, =96,011 115,894,530 118,372,390 110,902,000
Servioe champes and bank cormissions 7,538,011 0,580,423 6,734,300 031 487
Panalties 1,430 22 EoTATD BT EBE 22,104 344
Miscellaneous income 13 30,771.203 22,573.338 33,00¢.040 17 576.578
TOTAL DFERATING INCOME 173,203.207 188,438,432 160,614,228 toe618.283
‘Compenzation ana finge tanenls 04,170,874 50,044,083 38,773.871 4,718,200
Depreci¥ion and amorizalion B, 10 11, 21 17,532,887 12,887,033 10,247 478 120538814
Tanes and ficenses 11,430,147 13,381,331 10,434,733 1Z2481 285
Esourily services 11045514 5,830,335 10,844,772 B 430 488
Communication, kghd and waler 7,045,938 T.5340,330 6,741 43 7.347 500
Insurnce 4,378,302 4438 31 4,023,742 4,000, I8
Transporiation and el 3,709,471 4,202,722 3,780,3H 4,039,753
Managsment and professional ises 3,381 618 1,502,390 2,784 311 707 Bon
LEgason and assets. acquinsd expenses 1,880,858 1,290,771 BOZ B35 912,000
Repairs and maintenance 1,871,240 2,022,921 1,840,070 1.980,203
Prowision for (recovery of) credil and
Impsrment iosses 13 1,787,930 (4,604 433] 2,383 434 4,730, 603)
Adveriising and promoson 1,687,833 [0a K b ed 1,527,003 504, 433
Emerianment, amusameant and receafion 1474380 8,431 038 1,42%.993 B3890, 753
Stalionary and suppliss 1,430,308 2,031, 7M 1.248.621 1,927 654
Membsrship fees and dues 231,023 218,387 28403 203,887
Foreign exchanges ioss - net BB 111 1,134 8585 48 111 1,134 BES
Rent 2 T, 720 7,018,535 1,820 B.934.277
Los=s on wrie.of ol soflware k] * 7,082 206 hd T.852 205
nliscellonoous CXpeTES 3,00 808 ST 10 2815302 DT
138,384 847 143,532, 064 128,131,116 133,201,541
INCOME BEFORE INCOME TAX EXPENEE 34,830.410 24 458 368 31,483 112 133372
[NC OME TAX EXPENEE 22 11,880 747 0,201 348 11,385.010 0,384 403
HET INCOME 22, TTa 683 18,253,040 20,038,102 15,938,203
OTHER COMPREHEMSEIVE LOS3
Meens that wit! nod be reclassifed io
proft or koss
Remeasurement osses on refremend labilty 20 011,458.834) L4, 447 200 (11,454 5345 4,447, 2090}
Deferred s effect 2 3,448 430 1,334 182 3,445 430 1.334 182
(8, 040, 35E) £3,113.,044) (8,046, 388) (3,113,044}
TOTAL COMPREHENSIVE INCOME 14,733,283 P13,151.996 F12,051,704 Fi2.0208,225
Net income sitributahie fo:
Equety hofiders of the Parsnt Company P2, HAATT P18, 74T 481 P - P -
Maonconiroling interesis 1LFTaTi0 ¥,547 538 = -
22,778,653 P10,255,040 P - P -
Tofa comprafensive Income aitributable foo
Enuity hoiders of e Parenl Company P13,137,378 P13,634 437 ™. P -
MNaonconirofing inlevesis 1573 T8 1,547 538 = -
P14, 733283 P15, 181,996 "~ P -

Son Molos lo e Financial Saemens
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QIUEEN CITY DEVELOFPMENT BANK, INC. AND SUBBIDIARIES

STATEMENTS OF CHANGES IN EQUITY

Vears Ended December 31

Comman Sisck Leas Prosisicn Barafts Hosconira
- Ssrpien Tk 1 Msvar Torta botan Totsl Bty
PEIL DL OO PETISEAS L BT PTIT 54 E23 PS50 PISN.ES.TY
anImasTT - - 15787 T2TTR R
- - 3818260 - {B088.308)
I ETT - PLE ] LI Lhp bl
e 193 48,508 11348250
Baianco ot December 11, 218 PAHL 16006 LT F11.M48.250 PT BRE ST FTX, 5384 PTG T
Bdarws o Dncarehas 31, W7 Y] D00 O PEd sEz A o 4 T FTIE.011 4 o
it mpp e o P
2,081 TR iF: o041
B o sy |, 018 on el a3 e = 3 T n I
47 & 18, 74T 42 4T 5%
112044 R
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QUEEN CITY DEVELOFMENT BANH, INC. AND SUBEIDARIES

STATEMENTE OF CHANGES IN EQUITY

Yoy Crvied Qecyrbar 30

Purare Carmany

Commnar Siece Ratrwrarns
Ficke 1B Surpium Barafra Maaaryy Tobsl Eguity
Saiwere W imnaary P50 D0 P TN L PMITTH BT 08T 342
oAb InCom
Mt rcorw ko T I 12 - IR0 Y12
Mbwr coasharel s e 2 [ E 1] TB.08S T3E)
P R r] (R ] 1205 P4
LN 1 g 2 s 2 13 3813 13,148 13T - %
cw o Deswrrsbar 10, 20610 PER g aat P, 344 130 1PT, B B4R PTH, FISLEN
= e - P 4 ETIn A A
i - 0 .-l
e T = s =
s M fw =7
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QUEEN CITY DEVELOPMENT BANK, INC. AND SUBSIDIARIES
STATEMENTS OF CASH FLOWS

Years Ended December 31

Consoildated Parent
Mofe %8 2010 2Me i h ]
CASH FLOWSE FROM OPERATING
ACTIVITIES
Income befons INCome I experse 34,020,410 P24 4540 3008 P31.483, 112 P21,23378R
Adjustments for:
mleres] xpense 14 29 23,2158 798 i7. 317 4458 22063, T43 10,003 317
DepreciaSon and
amortization & 10 14 21 17,333 857 12 887,083 18,247 479 1208814
Provision lor (recovery of) credit
and Fmpaimmeant ouses 13 1,7E7.930 4,004 433 2,383,434 4,730,603
Retirement experss 20 3,219,130 2,779, TG 3,219,130 2,273,780
Foreign exchangs ioes - nel 248,111 1,134,088 248,111 1,134,088
Lorss: an wriis-off of software a1 = T.B52 M6 = 7,082 205
Gaires on:
Sale of property and eguiprmesnl 8 19 4,729 4,450,899 * -
Sade of irmeesimen] propertess fo, 13 (9,09 46T} 52,8300 (ZT, 000,337} -
Irrleres! incomes 4.5 7 1130, 314.308) (133,132 096) (141,437 733 [120, 533 503
(38,744 F33) (70, B0, TIE) 82, THEZ01) (F1,E33.918)
Changes in
Loans and receivablss 20,602,520 (102 228,843) B 4&E 338 (T3 458 383)
Oifer assals T 183 ira.843 BTD0 474 BRI 4TE
Deposit abities 183,788,330 018,841, 108 3,383 480 (37,730,345
Accounts payabls and
SoCrusd ENpeTSes 1,306,400 11,035,404 o5, 004 11,674,705
Dthar labilties (13,330,478} 10,743, 530 {13,181, 208) 10,189,134
a4 57Te 6032 (170, 627.011) (2,301,196} 159,508 315)
Inierest recersed 148,247 483 133,709, 144 141,310,808 128,570,483
Income kposs. paikd 3,431,790} {2,893 BO3) {B,B37, 200 2,157 505
Interest paid [23,281 B08) (17,315.833) (22,085,404 (10,032 1487
et cash provided by (ussd ind
operating acthdlies 211,080,588 p02.372 333 107,843,904 30,808 505)
CAEH FLOWS FROM INVEETING
ACTWITIES
Proceeds ¥om saie of
Fvessment properiles 10 66,188,130 2,930 60,531,333 -
Propey and squipment E] 3000 4,500,000 - -
Proceeds Fom redemplion of debt
Iresiruments ai amortized oos? 19,998,574 - 18,855,308 -
Addiional Fvvesimanis In subsiiariss - - = 00,453, 10F)
Acuisilions of:
Enftaare T {747 162) 48,730,800 149,163 0, 72, T e
Imvesiment properdies 1a 6,538 330 {3,088, 687 {1,280, 0009 (3, 341.978
Property and squinment -] (5.824 334} 114,058 328 19.65:8.023) {14 440 51585
Mt caesh prosided by (usad inj
Irvesting activities 0,082,852 (22,630, b83) T3,083, 541 (32, 7T0.654)
Fonwand
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Years Ended Decemiber 31
S R T VIR TATE TR

Corsoldated Parent
Nole 2018 prang ] 2018 sy =]
CAEH FLOWSE FROM FINANCING
ACTIVITIES
Proceeds. $om subsoripon of
unissued stocks by noncontmoiling
Inferest i 7, 147 873 "= P -
Payment of isase iabifes Fa 3,240,847} {9,213 D4T) -
Met cash jused in} prowided by
Emandng aciithes (9,240, 44T) 7 4T ATS 5, 2935.047) -
HET INCREAEE |{DECREASE} I
CASH AND CASH BEOLNVALENTE IF1,513.393 77 DAl i) 176,281,398 483,597, 283}
CAEH AND CASH EQUNALENTS
AT BEGINMING OF YEAR
Cash and olher cash Rems 48, 387,538 40, 148,713 £3,034 422 33,420,713
Due from Bangko Sendral ng Pilioinas. 104,630,820 41,408,341 160,157,070 236,316,213
Due Eroim ather banks BBIIIGL-B:N F3 5O 30 I_Z,IIIJ-?.'."H'I' 50034 453
302,736,014 341,337 054 287,248,259 mariaen
EFFECT OF MOVEMENTE IN
ENCHANGE RATES OM CASH
AND CAEH EQUIVALENTS HELD 280111} £1,134 5955 248 111) 1,134,283}
CAEH AND CASH EQUNALENTS
AT END OF YEAR
Cash and olher cash Rems 40,527,988 43,587 338 40,073,931 45004 422
Due toem Bangko Sendral ng
Pillpinas 4 4818918 158,038,820 310,168,028 EE0, 137,070
Dues o ather banks 3 218,370,882 88,331 458 113,038 T8O BZ 037 TBT
P5T4.B23 BOG P02, 306 814 PE63,284 746 PanT 245 208

Soe Nofes fo fhe Finanoal Stafemants
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