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PART I  -  BUSINESS AND GENERAL INFORMATION 
 

Item 1.  Business 
 
Rizal Commercial Banking Corporation (RCBC) is a universal bank in the Philippines that 
provides a wide range of banking and other financial products and services, including commercial 
and retail banking, credit cards, asset management and treasury and investment banking products 
and services.  In terms of business centers, the Bank, excluding government-owned and foreign 
banks, ranked fourth (4th) in the Philippines with a countrywide total of 324 business centers, 
inclusive of 3 extension offices, as of December 31, 2008. 
 
The Bank offers commercial, corporate and consumer banking products and services throughout 
the Philippines, as well as treasury, cash management and remittance products and services.  
RCBC also enters into forward currency contracts as an accommodation to its clients and as a 
means of managing its foreign exchange exposures.  The Bank and its subsidiaries are engaged in 
all aspects of traditional banking, investment banking, retail financing (credit cards, auto loans 
and mortgage/housing loans), leasing, foreign exchange and stock brokering. 
 
The Bank, incorporated under the name Rizal Development Bank, began operations as a private 
development bank in the province of Rizal in 1960.  It was acquired in 1962 by members of the 
Yuchengco Group of Companies (YGC), a financial services conglomerate with a strong market 
presence in insurance and other risk management services.  In 1963, the Bank received approval 
from the Bangko Sentral ng Pilipinas to operate as a commercial bank and began operations 
under its present name, Rizal Commercial Banking Corporation (RCBC).  In 1973, it formed 
alliances with two foreign banks, Continental Illinois National Bank and Trust Co. of Chicago 
USA (ConIll) and UFJ Holdings Inc. (UFJ), then known as the Sanwa Bank Ltd. of Japan. The 
relationship with ConIll ended in 1985 after it sold its shareholding to UFJ.  In December 2006, 
UFJ (now The Bank of Tokyo-Mitsubishi UFJ Limited) disposed of its entire holdings in the 
Bank to Spinnnaker Global Strategic Fund Ltd., Spinnaker Global Emerging Markets Fund Ltd. 
and Spinnaker Global Opportunity Fund, Ltd. (collectively, Spinnaker). RCBC acquired its 
universal banking license in 1989, marking another milestone in its history, and has been listed on 
the Philippine Stock Exchange Inc. (PSE) since 1996.  

 
Today, RCBC is one of the largest universal banks with total resources of P268.27 billion and 
total networth of P27.64 billion, including minority interest, as of end-December 2008.  The Bank 
ranked fourth (4th) in terms of capital among private local banks (excluding government banks). 
In terms of business centers, RCBC, together with its wholly owned subsidiary, RCBC Savings 
Bank, ranked fourth (4th) with a nationwide network of 324 business centers, inclusive of 3 
extension offices, supplemented by 380 ATMs. 
 
RCBC’s common shares are 41.99% owned by Pan Malayan Management and Investment 
Corporation (PMMIC), a company incorporated and domiciled in the Philippines.  PMMIC is the 
holding company of the flagship institutions of the YGC. 
 
The registered address of RCBC is Yuchengco Tower, RCBC Plaza, 6819 Ayala Avenue, Makati 
City. 
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Additionally through its universal banking license, the Bank is allowed to perform a number of 
expanded commercial and investment functions and to invest in the equity of a variety of allied 
and non-allied financial and non-financial undertakings.  
 
The Bank’s subsidiaries and investments in allied undertakings are as follows: 

 
RCBC Capital Corporation (RCBC Capital), a 99.964% owned subsidiary, was established in 
1974 as the Bank’s investment banking subsidiary.  It offers a complete range of investment 
banking and financial consultancy services which include (i) the underwriting of equity, quasi-
equity and debt securities on a firm or best efforts basis for private placement or public 
distribution; (ii) the syndication of foreign currency or peso loans; and (iii) financial advisory 
services.   RCBC Capital registered a consolidated net income of P474.58million in 2008. 
 
Bankard, Inc. (Bankard), a 91.69% owned subsidiary (together with RCBC Capital's 25.11%) 
was acquired from Equitable PCI Bank in 2000 by RCBC Capital. Until December 2006, the 
Bank conducted its credit card operations through Bankard. It continues to provide certain credit 
card services to the Bank.   
 
Bankard registered a net income of P276.05 million in 2008. 
 
RCBC Securities, Inc. (“RCBC Securities”), a wholly owned subsidiary of RCBC Capital, is 
engaged in the electronic and traditional trading of listed securities and in providing corporate 
and market research. In 2008, its net income was P5.70 million. 

 
RCBC Savings Bank(RSB), a wholly-owned subsidiary of the Bank, was established in 1996 as 
the Bank’s consumer banking arm.  RSB provides deposit products, real estate loans, auto loans 
and personal loans.  In 2008, RSB’s net income was P776.21 million.  Currently, RSB has 115 
business centers nationwide.   
 
Merchants Savings and Loan Association, Inc. (Merchants Bank), a 96.38% owned subsidiary 
acquired on May 15, 2008.  Under the BSP approval, RCBC would upgrade 20 of the 21 thrift 
bank licenses of Merchants Bank into universal bank business centers and transfer Merchants 
Bank's Head Office (HO) and HO branch from Makati City to Koronadal City, South Cotabato.  
In 2008, Merchants Bank had a net loss of P103.21 million. 
 
Merchants Bank is a thrift bank established in 1977.  It has 21 operating branches, 7 branches are 
located in Metropolitan Manila while the rest are dispersed over Luzon (7), Visayas (4), and 
Mindanao (3).  As of December 31, 2008, twelve (12) branches of Merchants Bank were 
converted into RCBC business centers. 

 
RCBC International Finance Limited (RCBC IFL), a 99.99% owned subsidiary of the Bank, 
was established in 1979 and is the Bank’s overseas branch in Hong Kong.  It is primarily engaged 
in the remittance business.  In 2008, RCBC IFL registered a consolidated net loss of P5.13 
million. 

 
RCBC Investment Ltd. (RCBC IL), wholly owned subsidiary of RCBC IFL, is a Hong Kong 
company established in 1990. RCBC IL primarily engages in the remittance business. In 2008, it 
registered a net loss of P566.46 thousand.     
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RCBC North America, Inc. (formerly RCBC California International, Inc), a wholly owned 
subsidiary of the Bank, was established in 1991 as a foreign exchange remittance office in 
California to meet the needs of Filipinos in the United States for a faster and more reliable means 
of sending funds to their beneficiaries in the Philippines.  The corporation’s new name was 
adopted on September 28, 2007.  In 2008, RCBC North America, Inc.  had a net loss of P35.46 
million.   
 
RCBC Forex Brokers Corporation (RCBC Forex), a wholly owned subsidiary of the Bank, was 
incorporated in 1998.  RCBC Forex is primarily engaged in dealing and brokering currencies in 
foreign exchange contracts with local and international clients.  RCBC Forex’s 2008 net income 
was P59.50 million.   

 
RCBC TeleMoney Europe S.p.a. (RCBC TeleMoney), a wholly owned subsidiary of the Bank, 
was established in 1995 in Rome, Italy to engage in the remittance business.  RCBC TeleMoney’s 
2008 unaudited net income was P22.80 million. 
 
RCBC Land Inc. (RCBC Land), a joint venture of the Bank and Pan Malayan Management & 
Investment Corporation was established in 1997.  The Bank currently has a 49.0% stake in RCBC 
Land, which is engaged in housing ventures, homebuilding and development, land banking, 
subdivision development and joint ventures with home developers.  RCBC Land is not a 
consolidated subsidiary of the Bank.  In 2008, it had a net loss of P17.75 million.   
 
RCBC Realty Corporation (RCBC Realty), is a joint venture between RCBC Land and the 
Government (of Singapore) Investment Corporation.  It was originally a 60% owned subsidiary 
of RCBC Land.  In December 2007, RCBC Land transferred 25% of its equity ownership to 
RCBC through a deed of assignment in partial settlement of the former’s outstanding loan.  
RCBC Realty is engaged in managing and developing real estate infrastructure projects.  It is the 
owner of the RCBC Plaza where the Bank’s corporate headquarters is located.  The RCBC Plaza, 
a twin tower office and condominium complex at the corner of Ayala Avenue and Senator Gil J. 
Puyat Avenue in Makati City, also contains a theater, museum, chapel and retail area.  Its 2008 
net income was P335.40 million. 
 
Additionally, as a universal bank, RCBC has equity investments in various industries which are 
vital to the country’s economic growth and which also serve the purpose of diversifying the 
Bank’s sources of income.  Among these are Honda Cars Philippines, Inc.; Isuzu Philippines 
Corporation; Great Life Financial Assurance Corporation (formerly Nippon Life Insurance 
Company of the Philippines); Subic Power Corporation; Luisita Industrial Park Corporation; and 
Pilipinas Shell Petroleum Corporation. 
 
Products and Services.  Through the years, RCBC has been able to develop a wide range of 
financial products and services covering deposit taking, international banking services, lending, 
project financing to merchant banking.   

 
In 2008, the following products and services were launched: 
 

eWOMAN Savings Account 
My Wallet (Cash Card)  
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Several products and services are planned for launching to the public in 2009.  These new 
products and services are meant to offer more value-added features and further improve product 
delivery and service as well as enhance the Bank’s competitive advantage 

 
The updated list of the Bank’s products and services is presented below: 

A. DEPOSITS 
Peso Deposits 
 Checking Accounts 
 Regular Checking 
 SuperValue Checking 
 eWoman Checking 
 Rizal Enterprise Checking 

Savings Accounts 
 Regular Savings  

Dragon Savings  
Super Earner 
eWoman Savings 

Cash Card 
RCBC My Wallet  

Savings Accounts with Automatic Transfer (SWAT) 
 Time Deposits 

Regular Time Deposit 
Special Time Deposit 
Premium Time Deposit 

 
Foreign Currency Deposits 

Savings Accounts 
  US Dollar 
  Japanese Yen 
  Euro Dollar 
  British Pounds 
  Canadian Dollar 
  Australian Dollar 
  Swiss Franc 
  Singapore Dollar 
Time Deposits 
  US Dollar 
  Japanese Yen 
  Euro Dollar 
  British Pounds 
  Canadian Dollar 
  Australian Dollar 
 Swiss Franc 

B. ELECTRONIC BANKING CHANNELS 
Automated Teller Machines  
Bills Payment Machines 
Enterprise Banking 
myRCBC Internet Banking 
myRCBC Phone Banking 
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myRCBC Mobile Banking via BancNet 
BancNet Online 
BancNet POS System 

C. REMITTANCE SERVICES 
RCBC TeleMoney Products 

Tele-Remit 
Tele-Credit 

 Tele-Door2Door 
 Tele-Cash Card 
 Tele-Pay 
 Tele-OFW (Overseas Free Way) 
Electronic Remittance Channel 

TeleDirect Internet Banking 

C. REMITTANCE SERVICES 
RCBC TeleMoney Products 

Tele-Remit 
Tele-Credit 

 Tele-Door2Door 
 Tele-Cash Card 
 Tele-Pay 

D. LOANS 
Commercial Loans (Peso and/or Foreign Currency)  
 Fleet and Floor Stock Financing 
 Short-term Credit Facilities 
 Term Loans 
 Trade Finance 
Consumer Loans 
 Auto Insurance Loan 
 Car Loans 
 Credit Card  
 Gold Cheque 
 Housing Loans 
 Salary Loans 
Special Lending Facilities 
 DBP Wholesale Lending Facilities  

Land Bank Wholesale Lending Facilities 
SSS Wholesale Lending Facilities 

 BSP Rediscounting Facility 
Guaranty Facilities 

Small Business Guarantee and Finance Corporation (SBGFC) 
Philippine Export-Import Credit Agency (PhilEXIM) 
Home Guaranty Corporation (HGC) 

 
E. PAYMENT AND SETTLEMENT SERVICES 
Check Clearing 
Domestic Letters of Credit 
Fund Transfers 
 Collection Services 
 Cash Card 
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San Pedro Barangay Landayan, San 

Pedro, Laguna 160.00 35 219 
 

15 
April 14, 
2005 

April 13, 
2015 

Sucat 8138 Dr. A. Santos Ave. 
Sucat Road, Paranaque 129.00 58 450 

 
5 

September 
1, 2007 

August 30, 
2012 

Talamban G/F and 2/F Midel Bldg. 
Highway of Talamban Cebu 
City 130.00 37 285 
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October 1, 
2006 

 
October 1, 
2011 

Tanay M.H. Del Pilar cor. J.P. 
Laurel, Tanay Rizal 356.00 50 140 

 
5 

August 1, 
2007 

July 31, 
2012 

Tanauan FLD Commercial Center 45 
A. Mabini Avenue, Brgy. 2 
Tanauan City, Batangas 150.00 45 300 
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December 
1, 2003 

 
November 
30, 2013 

Tandang Sora 
Warehouse 

26 Cleofas St., San Miguel 
Subd., Tandang Sora, 
Quezon City 1291.00 111 86 

 
 

5 

 
January 1, 
2008 

 
December 
31, 2012 

Tektite (1802 
A,B,C) 

18/F Tektite Bldg. West 
Tower Ortigas Ctr, Pasig 328.00       86          263 

 
            5 

May 1, 
2008 

April 30, 
2013 

Tektite (1801A-
B, 1806B) 

18/F Tektite Bldg. West 
Tower Ortigas Ctr, Pasig 571.00 150 263

 
5 

April 16, 
2005 

April 15, 
2010 

Timog Picture City Centre, Timog  
Avenue.,Quezon City 151.00          69 460 

 
9 

February 
16, 2007 

February 
15, 2016 

Trece Martirez Brgy. San Agustin Trece 
Martirez, Cavite City 147.00 7 48 

 
5 

August 1, 
2008 

August 1, 
2013 

Urdaneta MTMAS Building, 
Urdaneta, Pangasinan 161.00 51 317

 
5 

November 
9, 2005 

November 
9, 2010 

Vigan Unit PMA I, Annex 1 Bldg. 
Plaza Maestro, Vigan City 
Ilocos Sur 200.00 80 400
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June 2, 
2002 

 
June 1, 
2012 

 
1/  Acquired in 2008 

2/  In process of renewal and/or subject of re-negotiation 

 
All the facilities and properties of the Bank are in good condition. Likewise, there are no liens 
and encumbrances on said properties of the Bank.  Further, the Bank as of yearend 2008, is still 
open to acquisitions of smaller banks (in the case of commercial banks) and relatively larger ones 
(in the case of thrift banks).  Morever, the Bank's focus this year is the consumer and SME and 
the middle corporate markets. 
 
Item 3.  Legal Proceedings 
 
In the normal course of operations of the Bank, there are various outstanding commitments and 
contingent liabilities such as guarantees, commitments to extend credit, tax assessments, etc., 
which are not reflected in the accompanying financial statements.  Management does not 
anticipate losses from these transactions that will adversely affect operations. 
 
In the opinion of management, the suits and claims that remain unsettled, if decided adversely, 
will not involve sums that would have a material effect on Bank’s financial position or operating 
results. 
 
In June 2003, RCBC Capital, a wholly-owned subsidiary of the Bank, filed an arbitration claim 
with the International Chamber of Commerce (ICC) against Equitable PCI Bank (“Equitable”) 
relating to RCBC Capital’s acquisition of Bankard shares from Equitable in May 2000 for a 
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purchase price of approximately P1.8 billion.  The claim was based on alleged deficiencies in 
Bankard’s accounting practices and non-disclosure of material facts in relation to the acquisition. 
RCBC Capital sought a rescission of the sale or damages of approximately P1.0 billion, including 
interest and expenses. The arbitration hearings were held before the ICC Arbitral Tribunal 
(Tribunal).  In September 2007, the Tribunal upheld the claim of RCBC Capital and stated that 
RCBC Capital is entitled to damages for the breach. The amount of damages, however, would be 
determined by the Tribunal based on the recommendation of the expert it appointed.  The hearing 
to determine the amount of damages has been tentatively set by the Tribunal on October 26, 
2009.  
 
In May 2006, RCBC Capital filed a civil case against SGV for damages of over P560.0 million. 
This civil suit alleges that SGV’s audit reports in respect of Bankard for the fiscal years 
commencing in 1997 and ending in 1999, on which RCBC Capital relied when it purchased 
Bankard in May 2000 for approximately P1.8 billion, were not prepared in accordance with 
Philippine accounting principles that were applicable at the time. The civil case remains pending 
with the Regional Trial Court of Makati City. 
 
Except for the above-mentioned lawsuit involving the Bank’s majority owned subsidiary, RCBC 
Capital Corporation and SGV & Company, the Bank is not aware of any suits and claims against 
its subsidiaries, which if decided adversely would have a material effect on its financial position 
or operating results. 

 
Item 4.  Submission of Matters to a Vote of Security Holders 
 
There were no matters submitted to a vote of security holders in the annual Stockholders' meeting 
held in 2008.  
  
 

PART II - OPERATIONAL AND FINANCIAL INFORMATION 
 

Item 5.  Market for Issuer’s Common Equity and Related Stockholder Matters 
 

The common shares of the Bank are listed in the Philippine Stock Exchange. As of December 24, 
2008, the market price of RCBC’s common shares closed at P9.80 per share.  The trading prices 
of said shares for the different quarters of the years 2008 and 2007 are as follows: 

 
 Q1 

Latest 
Practicable 

Trading Date 

Q2 
Latest 

Practicable 
Trading Date 

Q3 
Latest 

Practicable 
Trading Date 

Q4 
Latest 

Practicable 
Trading Date 

2008 High 
     Low 

23.75/01.02.08 
16.50/03.18.08 

19.25/05.26.08 
14.75/06.30.08 

18.00/09.08.08 
13.75/07.01.08 

16.00/10.02.08 
9.30/10.29.08 

2007 High 
     Low 

44.00/02.06.07 
23.75/01.05.07 

37.00/06.20.07 
27.50/05.07.07 

36.00/07.23.07 
20.75/08.17.07 

30.00/10.19.07 
23.00/11.22.07 

 
There were 98 preferred shareholders and 917 common shareholders of record as of December 
31, 2008.  Likewise, preferred shares and common shares outstanding as of December 31, 2008 
were 85,933,524 and 962,843,035, respectively. 
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DIVIDENDS PER SHARE – In 2007, a 15% stock dividend was declared to support the 
increase in authorized capital stock from P9.0 billion to P13.0 billion.  The Bangko 
Sentral approved the stock dividend declaration on January 26, 2007.  The Securities and 
Exchange Commission, on the other hand, approved the stock dividend declaration on 
March 2, 2007.  The stock dividends amounting to P1.108 billion (110,768,703 shares at 
P10.00 par value) were issued on March 29, 2007 to all common and preferred 
stockholders of record as of March 14, 2007. 
 

The details of the 2007 and 2008 cash dividend distributions are as follows:  (Amounts in millions) 
 

Date Dividend Date Approved Date  
Declared Per Share Total Amount by BSP Paid Nature of Securities 
08.01.05 P     0.30 P        189.889 01.16.07 02.07.07 Common stock 
03.26.07  234.210 04.26.07 04.26.07 Hybrid Tier I Securities 
03.26.07 0.184125 15.835 05.02.07 05.04.07 Preferred stock 
05.28.07 0.1878 15.994 07.13.07 07.18.07 Preferred stock 
06.25.07 0.35 367.079 08.30.07 09.24.07 Common and Preferred stock 
07.30.07 0.1881 15.966 10.05.07 10.18.07 Preferred stock 
07.30.07  217.546 10.05.07 10.26.07 Hybrid Tier I Securities 
10.30.07 0.1829 15.054 01.04.08 01.10.08 Preferred stock 
01.28.08 0.1740 14.945 04.04.08 04.17.08 Preferred stock 
07.30.07     207.572 04.04.08   04.25.08 Hybrid Tier 1 Securities 
03.31.08 0.1177 10.671 06.19.08 06.30.08 Preferred stock 
03.31.08 0.48 503.413 06.19.08 06.30.08 Common and Preferred stock 
06.30.08 0.1227 10.445 09.03.08 09.30.08 Preferred stock 
07.30.0 7   241.893  09.30.08 10.24.08 Hybrid Tier 1 Securities 
09.29.08 0.1331 11.317 02.10.09 02.23.09 Preferred stock 

 
Dividends are declared and paid out of the surplus profits of the Bank as often and at such times 
as the Board of Directors may determine after making provisions for the necessary reserves in 
accordance with law and the regulations of the Bangko Sentral ng Pilipinas. 
 
The top 20 common stockholders as of December 31, 2008: 
 

 
Name 

 No. of Shares   
% to Total 

PAN MALAYAN MANAGEMENT & INVESTMENT 
CORPORATION 

      404,264,909 41.99%

PCD NOMINEE CORP. (NON-FILIPINO)  238,185,401 24.74%

PCD NOMINEE CORPORATION  235,534,485 24.46%

GREAT PACIFIC LIFE ASSURANCE 
CORPORATION 

        17,150,132 1.78%

FLOIRENDO, ANTONIO O.   15,149,692 1.57%

TOKIO MARINE MALAYAN INSURANCE CO., 
INC. 

10,036,871 1.04%

BANKERS ASSURANCE CORPORATION (formerly 
MALAYAN ZURICH INSURANCE CO., INC.) 

  8,833,173 0.92%

MALAYAN INSURANCE CO. INC.   5,528,568 0.57%
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F. YAP SECURITIES, INC.   4,500,000 0.47%

FIRST NATIONWIDE ASSURANCE CORP.   3,714,413 0.39%

A.T. YUCHENGCO, INC.   3,243,871 0.34%

DHS INVESTMENTS, INC.   2,233,679 0.23%

REYNA, LEONARDO SIGUION T.  1,515,938 0.16%

HYDEE MANAGEMENT & RESOURCE CORP. 1,394,719 0.14%

SPINNAKER GLOBAL EMERGING MARKETS 
FUND LTD. 

1,274,802 0.13%

SPINNAKER GLOBAL STRATEGIC FUND LTD. 867,951 0.09%

WILSON, ISABEL CARO     590,709 0.06%

ROSARIO, RODOLFO P. DEL 574,724 0.06%

SPINNAKER GLOBAL OPPORTUNITY FUND LTD. 569,592 0.06%

CGA REALTY DEVELOPMENT CORPORATION     443,992 0.05%

 
 
The top 20 preferred stockholders as of December 31, 2008: 
 

 
Name 

 No. of Shares   
% to Total 

PAN MALAYAN MANAGEMENT & INVESTMENT 
CORPORATION 

65,223,893 75.90%

SPINNAKER GLOBAL EMERGING MARKETS 
FUND LTD. 

8,498,686 9.89%

SPINNAKER GLOBAL STRATEGIC FUND LTD. 
 

5,786,340 6.73%

SPINNAKER GLOBAL OPPORTUNITY FUND LTD 
. 

3,797,285 4.42%

FLOIRENDO, ANTONIO O. 
 

2,148,892 2.50%

ROSARIO, RODOLFO P. DEL 
 

81,521 0.09%

HSBC MANILA OBO 
 

66,624 0.08%

GO, HOMER 
 

46,355 0.05%

CAMPOS LANUZA & CO. INC. 
 

44,179 0.05%

CONCEPCION, CARMENCITA 
 

31,842 0.04%
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INTRA-INVEST SEC. INC. 
 

28,011 0.03%

G. D. TAN & CO. INC. 
 

26,753 0.03%

OPTIMUM SECURITIES CORP. 
 

16,666 0.02%

CHAN, FREDERICK 
 

16,158 0.02%

BDO SECURITIES CORP. 
 

9,304 0.01%

ERESE, HENRY 
 

8,790 0.01%

NGO, LORETA 
 

8,600 0.01%

NEW WORLD SEC CO. INC. 
 

8,166 0.01%

MANDARIN SECURITIES CORPORATION 
 

7,583 0.01%

TAN, LUCIANO H. 
 

7,309 0.01%

 
The Bank paid on April 25 and October 24, 2008 the total amount of P449.5 million representing 
the third and fourth semi-annual dividend/interest payments on the US$100.0 million non-
cumulative step-up callable perpetual hybrid securities as approved by the Board of Directors and 
the Bangko Sentral ng Pilipinas (BSP).  The perpetual hybrid securities bear dividend/interest at 
the rate of 9.875% per annum payable semi-annually on April 27 and October 27 of each year, 
commencing April 27, 2007.   
 
Redemption of the securities in whole, but not in part, is at the option of the Bank, on October 27, 
2016 and each Interest Payment Date thereafter subject to satisfaction of certain conditions to 
redemption. Thereafter, the securities bear interest at a rate reset quarterly of 7.02% per annum 
above the London interbank offered rate for three-month US dollar deposits and payable quarterly 
on January 27, April 27, July 27 and October 27 of each year commencing January 27, 2017. 
  
To further beef up its capital base, the Bank issued 105,494,003 perpetual, non-cumulative and 
convertible preferred shares on December 21, 2006 at the US dollar equivalent of P10.00 per 
share from the Bank’s unissued capital stock.  In 2008, conversion of preferred shares to common 
shares amounted to P0.2 million, or 17,718 preferred shares equivalent to 6,164 common shares. 
 
On April 3, 2008, BSP Monetary Board Resolution No. 410, approved the Parent Company’s 
request to redeem its P5.0 billion 12% unsecured subordinated debt issued on June 20, 2003, 
prior to maturity under the exercise of call option which the Parent Company exercised on July 
11, 2008.   
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On November 26, 2007, the Parent Company’s BOD approved another issuance of P7 billion 
unsecured subordinated notes (the “Notes”) with the following significant terms and conditions: 
 
a. The Notes shall mature on February 22, 2018, provided that they are not previously 

redeemed. 
 
b. Subject to satisfaction of certain regulatory approval requirements, the Parent Company 

may, on February 22, 2013, redeem all of the outstanding notes at redemption price equal 
to 100% of the face value of the Notes together with accrued and unpaid interest thereon. 

 
c. The Notes bear interest at the rate of 7% per annum from February 22, 2008  and shall be 

payable quarterly in arrears at the end of each interest period on May 22, August 22, 
November 22 and February 22 each year. 

 
d. Unless the Notes are previously redeemed, the interest rate from 2013 to 2018 will be 

reset at the equivalent of the five-year Fixed Rate Treasury Note benchmark bid yield as 
of February 22, 2013 multiplied by 80% plus 3.53% per annum.  Such stepped-up 
interest shall be payable quarterly commencing 2013. 

 
The Notes were issued on February 22, 2008 and were fully subscribed.   

 
 

Item 6.  Management’s Discussion and Analysis or Plan of Operation. 
  
 

2006. Boosted by unprecedented low interest rates, a stronger peso and easing inflation, the 
economy posted above average growth in 2006.  As part of the government’s key fiscal reform 
measures, the Revised Value-Added Tax (RVAT) Law was successfully implemented in 
February 2006.  This helped in significantly improving the government’s budget deficit by 
generating additional government revenues.  Hence, the overall improvement in the country’s 
fiscal performance increased investor confidence and resulted in the upgrade of the country’s 
credit rating outlook during the year, from negative to stable, by the three major international 
credit rating agencies.   
 
Gross domestic product (GDP) grew 5.4% in 2006, higher than the 5.0% posted in 2005 and 
above the five-year average of 4.6%, partly due to the rebound in agriculture.  Gross national 
product (GNP), likewise, grew by 6.2% in 2006 higher than the 5.6% in 2005 and the five-year 
average of 5.0%. 
 
The benchmark 91-day Treasury bill as of end-2006 posted an average of 5.19%, lower than the 
6.10% the previous year, partly supported by easing inflation and improvements in the 
government’s fiscal performance with the full implementation of the RVAT Law by February 
that effectively helped reduce the government’s borrowing requirements. 
 
Averaging 6.2% in 2006, inflation was higher than the government’s full-year target of 4.0% - 
5.0% percent, but lower than the previous year’s average of 7.6%.  The deceleration was brought 
about by the stronger peso and generally more stable food prices during the year in spite of the 
full implementation of the RVAT law.  Additionally, global crude oil prices dramatically dropped 
from a high of US$78.40 per barrel in July to US$61.05 at end-2006, which translated to lower 
domestic fuel pump prices and lower transport fares in the latter part of 2006. 
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  Parent   
  2008   2007  

  Due   Due      Due   Due 
 Financial   Within   Beyond      Within   Beyond 
Liabilities   One Year   One Year   Total   One Year   One Year   Total  
 
Bonds 
 payable   P -  P 6,002,821 P 6,002,821 P -  P 5,650,670 P 5,650,670 
Outstanding 
 acceptances 
 payable    318,908  -   318,908  234,717  -   234,717 
Accrued taxes, 
 interest and 
 other  
 expenses   1,976,052  -   1,976,052  2,488,497  -   2,488,497 
Subordinated 
      debt   -   6,941,899  6,941,899  -   5,158,070  5,158,070 
 
Other  
Liabilities 
Bills 
 purchased 
 -contra   1,675,239  -   1,675,239  1,732,227  -   1,732,227 
Accounts 
 payable   2,024,610  -   2,024,610  1,591,687  -   1,591,687 
Manager’s checks 433,551  -   433,551  500,629  -   500,629 
Payment  
 orders 
 payable    151,212  -   151,212  112,056  -   112,056 
Guaranty 
 deposits   60,369  -   60,369  79,993  -   79,993 
Due to BSP  93,365  -   93,365  78,911  -   78,911 
Withholding 
 taxes  
 payable    96,634  -   96,634  78,757  -   78,757 
Sundry credits 23,651  -   23,651  6,853  -   6,853 
Due to other 
 banks   1,452  -   1,452  775,492  -   775,492 
Miscellaneous 105,646  -   105,646  123,005  -   123,005 
   
   P 6,960,689 P 12,944,720 P 19,905,409 P 7,802,824 P 10,808,740 P 18,611,564 
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24. CAPITAL FUNDS 
 

24.1 Capital Stock 
 

 Capital stock consists of (amounts and shares in thousands, except per par value): 
 
  Shares  
  2008   2007   2006  

 
  Preferred stock – voting, non-cumulative 
   non-redeemable, participating,  
   convertible into common shares 
    – P10 par value  

 Authorized – 200 million shares 
   Issued and outstanding  85,934   85,951  105,494
  
   
  Common stock – P10 par value  

 Authorized – 1,100 million shares 
   Issued and outstanding  962,843  962,837  632,964 
 
  Amount  
  2008   2007   2006  

 
  Preferred stock – voting, non-cumulative 
   non-redeemable, participating,  
   convertible into common shares 
    – P10 par value  

 Authorized – 200 million shares 
   Issued and outstanding P 859,335 P 859,512 P 1,054,940
  
  Common stock – P10 par value  

 Authorized – 1,100 million shares 
   Issued and outstanding P 9,628,430 P 9,628,369 P 6,329,640 

 
On January 22, 2007, the Parent Company stockholders, owning or representing more 
than 2/3 of the outstanding capital stock, unanimously confirmed and ratified the 
approval by the majority of the BOD held on December 4, 2006, the increase of the 
Parent Company’s authorized capital stock from P9,000,000 to P13,000,000, by 
amending its Articles of Incorporation.  The increase in authorized capital stock of the 
Parent Company was approved by the BSP and SEC on February 12, 2007 and  
March 8, 2007, respectively.   The authorized capital of the Parent Company of  
P13 billion is divided into the following classes of shares: 

 
a. One billion one hundred million (1,100 million) common shares of stock with 

par value of ten pesos (P10.00) per share; and, 
 

b. Two hundred million (200 million) preferred shares of stock with par value of ten 
pesos (P10.00) per share. 

 
On March 29, 2007 and April 13, 2007, the Parent Company issued additional shares 
from its unissued common shares with total par value amounting to P1,826,087 and 
P273,913, respectively.  The corresponding additional paid-in capital on the additional 
issuances of shares amounted to P3,362,275. 
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On May 29, 2006, the Parent Company’s stockholders approved the issuance of up to 
200,000 thousand convertible preferred shares with a par value of P10 per share, 
subject to the approval, among others of the PSE.  The issuance of the convertible 
preferred shares was also approved by the Parent Company’s stockholders on  
May 29, 2006.  The purpose of the issuance of the preferred shares is to raise the Tier 1 
capital pursuant to BSP regulations, thereby strengthening the capital base of the Parent 
Company and allowing it to expand its operations.  On February 13, 2007, the PSE 
approved the listing application of the underlying common shares for the 105,494 
thousand convertible preferred shares, subject to the compliance of certain conditions 
of the PSE.  Preferred shares have the following features: 
 
a.  Entitled to dividends at floating rate equivalent to the applicable base rate plus a 

spread of 2% per annum, calculated quarterly; 
 

b.  Convertible to common stocks at any time after the issue date at a conversion price 
using the adjusted net book value per share of the Parent Company based on the 
latest available financial statements prepared in accordance with PFRS adjusted by 
local regulations; 
 

c.  Non-redeemable; and, 
 

d.  Participating as to dividends on a pro rata basis with the common stockholders in 
the Surplus of the Parent Company after dividends payments had been made to the 
preferred shares. 
 

As of December 31, 2008 and 2007, the conversion of preferred shares to common 
shares amounted to P0.2 million and P195.4 million, or 17 thousand and  
19,543 thousand preferred shares equivalent to 6 thousand and 10,460 thousand 
common shares, respectively. 
 
The preferred shares in 2004 with a carrying value of P100, which were reclassified to 
financial liabilities starting in 2005 in accordance with PAS 32, Financial Instruments: 
Presentation and Disclosures, have the following features: entitled to cumulative dividends at 
floating rate based on the weighted average rate of 91-day treasury bill rate; 
nonconvertible; redeemable five years from date of issue subject to prior approval of the 
BSP and the shares to be redeemed are replaced with at least an equivalent amount of 
newly paid-in shares; and non-participating and non-voting.  These preferred shares are 
presented as part of Other Liabilities - Miscellaneous (see Note 21) in the statements of 
condition as of December 31, 2008 and 2007. 
 
Common shares may be transferred to Philippine and foreign nationals and shall, at all 
times, not be less than 60% and not more than 40% of the voting stock, be beneficially 
owned by Philippine nationals and by foreign nationals, respectively. 
 
The determination of the Parent Company’s compliance with regulatory requirements 
and ratios is based on the amount of the Parent Company’s “unimpaired capital” 
(regulatory net worth) required and reported to the BSP, determined on the basis of 
regulatory accounting policies, which differ from PFRS in some aspects.  Specifically, 
under existing banking regulations, the combined capital accounts of the Parent 
Company should not be less than an amount equal to 10% of its risk assets. 
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A portion of the Group’s surplus corresponding to the undistributed income of 
subsidiaries and  equity in net earnings of certain associates totaling P1,450,528, 
P1,216,532, and P275,555 as of December 31, 2008, 2007 and 2006, respectively, is not 
currently available for distribution as dividends. 
 

24.2 Declaration of Stock Dividends  
 

The shareholders confirmed and ratified the approval by the majority of the BOD 
during the December 4, 2006 meeting, a 15% stock dividend corresponding to 109,413 
thousand shares, to support the foregoing increase of authorized capital stock, payable 
to holders of common and preferred class shares of record as of March 14, 2007. 
 

The declaration of 15% stock dividends was approved by the BSP on January 26, 2007 
and by the SEC on March 8, 2007, and was issued on March 19, 2007. 
 

Documentary stamp tax (DST) on the stock dividends amounting to P15,325 was 
deducted from capital paid in excess of par. 
 

24.3 Cash Dividend Declaration 
 

The details of the cash dividend declarations and distributions in 2008 and 2007 follow: 
 
 Date   Dividend   Stockholders of   Date Approved by   Date 
 Declared   Per Share  Total Amount  Record as of   BOD   BSP    Paid/Payable  
 
August 1, 2005  P 0.30 P 189,889 February 6, 2007  August 1, 2005  January 16, 2007  February 7, 2007 
March 26, 2007   *  P 234,210  *  March 26, 2007  April 26, 2007  April 26, 2007 
March 26, 2007  P 0.184125 P 15,835 March 21, 2007  March 26, 2007  May 2, 2007  May 4, 2007 
May 28, 2007  P 0.1878 P 15,994 June 21, 2007  May 28, 2007  July 13, 2007  July 18, 2007 
June 25, 2007  P 0.35 P 367,079 September 12, 2007  June 25, 2007  August 30, 2007  September 24, 2007  
July 30, 2007  P 0.1881 P 15,966 September 21, 2007  July 30, 2007  October 5, 2007  October 18, 2007 
July 30, 2007  P *  P 217,546  *  July 30, 2007  October 5, 2007  October 26, 2007 
October 30, 2007 P 0.1829 P 15,054 December 21, 2007  October 30, 2007 January 4, 2008  January 10, 2008 
January 28, 2008  P 0.174 P 14,945 March 21, 2008  January 28, 2008  April 4, 2008  April 17, 2008 
July 30, 2007   *  P 207,572  *  July 30, 2007  April 4, 2008  April 25, 2008 
March 31, 2008  P 0.1177 P 10,671 June 21, 2008  March 31, 2008  June 19, 2008  July 3, 2008 
March 31, 2008  P 0.4800 P 462,165 June 29, 2008  March 31, 2008  June 19, 2008  June 30, 2008 
March 31, 2008  P 0.4800 P 41,248 June 29, 2008  March 31, 2008  June 19, 2008  June 30, 2008 
June 30, 2008  P 0.1227 P 10,445 September 21, 2008  June 30, 2008  September 3, 2008 September 30, 2008 
July 30, 2007  P *  P 241,893  *  July 30, 2007  September 3, 2008 October 24, 2008 
September 29, 2008 P 0.1331 P 11,317 December 21, 2008  September 29, 2008 February 10, 2009 February 23, 2009 
 
* Cash dividends on Hybrid perpetual securities  

 

 

25. HYBRID PERPETUAL SECURITIES 
 
On October 30, 2006, the Parent Company received the proceeds from the issuance of 
Non-Cumulative Step-Up Callable Perpetual Securities (“Perpetual Securities”) 
amounting to US$98.045 million, net of fees and other charges.  Net proceeds were 
used to strengthen the CAR of the Parent Company, repay certain indebtedness and, 
thereby, enhance its financial stability and for general corporate purposes.  The issuance 
of the Perpetual Securities was approved by the Parent Company’s BOD on  
June 7, 2006.   
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The Perpetual Securities represent US$100 million, 9.875%, non-cumulative step-up 
callable perpetual securities issued pursuant to a trust deed dated October 27, 2006 
between the Parent Company and Bank of New York - London Branch each with a 
liquidation preference of US$1 thousand per US$1 thousand in principal amount of the 
Perpetual Securities.  The actual listing and quotation of the Perpetual Securities in a 
minimum board lot size of US$1 hundred with the Singapore Exchange Securities 
Trading Limited (“SGX-ST”) was on November 1, 2006.  The Perpetual Securities 
were issued pursuant to BSP Circular 503 dated December 22, 2005 allowing the 
issuance of perpetual, non-cumulative securities up to US$125 million which are eligible 
to qualify as Hybrid Tier 1 Capital. 
 
The significant terms and conditions of the issuance of the Perpetual Securities, among 
others, follow: 
 

• Interest will be paid from and including October 27, 2006 (the “issue date”) to  
(but excluding) October 27, 2016 (the “First Optional Redemption Date”) at a rate 
of 9.875% per annum payable semi-annually in arrears from April 27, 2007 and, 
thereafter at a rate preset and payable quarterly in arrears, of 7.02% per annum 
(which incorporates a step-up in margin equal to 1% above the initial credit spread 
after adjusting for the applicable swap spread) above the then prevailing London 
interbank offered rate (“LIBOR”) for three-month US dollar deposits; 
 

• Except as described below, interest will be payable on April 27 and October 27 in 
each year, commencing on April 27, 2007 and ending on the First Optional 
Redemption Date, and thereafter (subject to adjustment for days which are not 
business days) on January 27, April 27, July 27, October 27 in each year 
commencing on January 27, 2016; 
 

• The Parent Company may, in its absolute discretion, elect not to make any interest 
payment in whole or in part if the Parent Company has not paid or declared a 
dividend on its common shares in the preceding financial year; or determines that 
no dividend is to be paid on such shares in the current financial year; 
 

• The rights and claims of the holders will be subordinated to the claims of all senior 
creditors (as defined in the conditions) and the holders of any priority preference 
shares (as defined in the conditions), in that payments in respect of the securities 
are conditional upon the Parent Company being solvent at the time of payment and 
in that no payments shall be due except to the extent the Parent Company could 
make such payments and still be solvent immediately thereafter; 
 

• The Perpetual Securities are not deposits of the Parent Company and are not 
guaranteed or insured by the Parent Company or any party related to the Parent 
Company or the Philippine Deposit Insurance Corporation and they may not be 
used as collateral for any loan made by the Parent Company or any of its 
subsidiaries or affiliates; 
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• The Parent Company undertakes that, if on any Interest Payment Date payment of 
all Interest Payments scheduled to be made on such date is not made in full it shall  
not declare or pay any distribution or dividend or make any other payment on, and 
will procure that no distribution or dividend or other payment is made on, any 
junior share capital or any parity security, and it shall not redeem, repurchase, 
cancel, reduce or otherwise acquire any junior share capital or any parity securities, 
other than in the case of any partial interest payment, pro rata payments on, or 
redemptions of, parity securities the dividend and capital stopper shall remain in 
force so as to prevent the Parent Company from undertaking any such declaration, 
payment or other activity as aforesaid unless and until a payment is made to the 
holders in an amount equal to the unpaid amount (if any) of interest payments in 
respect of interest periods in the twelve months including and immediately 
preceding the date such interest payment was due and the BSP does not otherwise 
object; and, 
 

• The Perpetual Securities will have fixed or final redemption date although the 
Parent Company may, having given not less than 30 nor more than 60 days’ notice 
to the Trustee, the Registrar, the Principal Paying Agent and the Holders, redeem 
all (but not some only) of the securities (i) on the first optional redemption date; 
and (ii) on each interest payment date thereafter, at an amount equal to the 
liquidation preference plus accrued interest. 

 
 

26. EMPLOYEE BENEFITS 
    

Expenses recognized for employee benefits are analyzed below: 
 

  Consolidated  
  2008   2007   2006 
  
 Salaries and wages P 1,580,233 P 1,436,465 P 1,358,255 
 Bonuses  442,669  416,427  402,079 
 Retirement - defined benefit plan  145,566  151,015  84,150 
 Compensated absences  83,847  78,250  96,562 
 Social security costs  68,739  65,477  57,482 
 Other short-term benefits  203,902  236,764  185,889 
 
  P 2,524,956 P 2,384,398 P 2,184,417 
 

  Parent  
  2008   2007   2006 
  
 Salaries and wages P 970,772 P 905,528 P 843,901 
 Bonuses  338,112  315,513  303,211 
 Retirement - defined benefit plan  115,610  107,394  72,992 
 Compensated absences  82,628  76,475  94,827 
 Social security costs  45,975  44,671  39,204 
 Other short-term benefits  129,090  190,574  144,191 
 
  P 1,682,187 P 1,640,155 P 1,498,326 
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The Parent Company and its subsidiaries maintain a tax-qualified, noncontributory 
retirement plan that is being administered by a trustee covering all of their respective 
regular full-time employees.  
  
The amounts of retirement benefit asset (presented as part of Other Resources - 
Miscellaneous) recognized in the financial statements (see Note 15) are determined as 
follows: 

 
    Consolidated   Parent  
    2008   2007   2008   2007  

  
 Fair value of plan assets  P 1,167,540  P 1,670,105   P 772,209  P 1,352,251  
 Present value of the obligation   1,257,968    1,826,186    993,323    1,516,414  
 Excess of obligation (  90,428) (  156,081)  (  221,114 ) ( 164,163 ) 
 Reduction due to ceiling (  2,665) (   1,617 )   -       -   
 Unrecognized actuarial losses    168,676    138,817    257,339     146,572 
 Unrecognized net transition  
  obligation    -     24,232    -      24,232 
   

 Retirement benefit asset  P 75,583  P 5,351   P 36,225   P 6,641  

 
The movements in the present value of the retirement benefit obligation recognized in 
the books are as follows: 

 
    Consolidated   Parent  
    2008   2007   2008   2007 
   
 Balance at the beginning of year  P 1,826,186   P 1,075,722   P 1,516,414   P 760,716 
 Current service cost  
  and interest cost   234,271    235,245     175,221    173,602 
 Actuarial losses/(gains) (  596,644)   671,102  ( 501,823 )  718,208 
 Benefits paid by the plan (  205,845) (  155,883 ) ( 196,489 )  ( 136,112)            
 
 Balance at end of the year  P 1,257,968   P 1,826,186   P 993,323    P 1,516,414  

 

The movements in the fair value of plan assets are presented below. 
 

    Consolidated   Parent  
    2008   2007   2008   2007 
   
 Balance at the beginning of year  P 1,670,105   P 1,348,651   P 1,352,252   P 1,059,775 
 Actuarial gains (losses) (  624,621)   361,014  ( 612,591 )   341,199 
 Expected return on plan assets   110,963    108,190     83,841    84,782 
 Contributions paid into the plan   216,938    8,133    145,196    2,607 
 Benefits paid by the plan (  205,845) (  155,883 ) ( 196,489 )  ( 136,112 )            
  
 Balance at end of the year  P 1,167,540  P 1,670,105   P 772,209   P 1,352,251  
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The plan assets consist of the following: 
 

    Consolidated   Parent  
    2008   2007   2008   2007 
   

  Assets 
  Equity securities  P 918,136   P 1,732,058   P 906,877   P 1,722,860 
  Government securities   461,955    228,789    276,047    75,373  
  Deposit with banks   181,944    114,883    26,349    8,435 
  Loans and receivables   47,456    60,504    27,848    24,870 
  Long-term equity investments   44,220    50,220    44,220     50,220 
  ROPA   35,906    47,654    35,905    47,654 
  Unit investment trust fund   30,000    44,001    30,000    44,001 
  Other investments   23,496    13,159    -      -              
     1,743,113   2,291,268    1,347,246    1,973,414  
 Liabilities   575,573    621,163    575,037    621,162 
 
    P 1,167,540   P 1,670,105   P 772,209   P 1,352,251 

 
Actual loss on plan assets were P513 million and P529 million in 2008, while actual return on 
plan assets were P351 million and P426 million in 2007, for the Group and the Parent 
Company, respectively. 

  
The amounts of retirement benefit expense recognized as part of Employee Benefits account 
in the income statement are as follows: 

  

  Consolidated  
  2008   2007   2006 
  
 Current service costs  P 83,301   P 122,242  P 58,305  
 Interest costs   151,536    113,002    106,438  
 Expected return on plan assets ( 110,963) (  108,191) (  94,923) 
 Net transition obligation  recognized   24,232    24,232    24,232  
 Retirement expense (income) due to ceiling   1,048    1,161  (  10,787) 
 Net actuarial losses (gains)  
  recognized during the year (   3,588) (    1,431)   885  
 

 Retirement benefits  P 145,566    P 151,015   P 84,150  
 

  Parent  
  2008   2007   2006  

 
 Current service costs  P 49,205  P  82,315   P 35,130  
 Interest costs   126,014    91,286    86,865  
 Expected return on plan assets ( 83,841) (  84,782) (  69,695) 
 Net transition obligation recognized   24,232    24,232    24,232  
 Net actuarial gains recognized during the year    -   (  5,657) (   3,540) 
 

 Retirement benefits  P 115,610     P 107,394     P 72,992 

 
For determination of the pension liability, the following actuarial assumptions were used: 

 
  Consolidated  
  2008   2007   2006 
   
 Discount rates  11.2%  8.3%  12%  
 Expected rate of return on plan assets  6.3%  6.3%  8%  

   Expected rate of salary increases      2.5%  5%  3% 
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  Parent  
  2008   2007   2006  

  
 Discount rates  11.2%   8.3%  12% 
 Expected rate of return on plan assets  6.3%  6.3%  8% 

   Expected rate of salary increases       2.5% 5%  2.5% 
 

 
27. LEASE CONTRACTS 
 

The Parent Company and certain subsidiaries lease some of the premises occupied by 
their respective branches/business centers.  The Group’s rental expense (included in 
Occupancy and Equipment-related account in the income statement) based on the lease 
contracts amounted to P477,383 in 2008, P440,943 in 2007 and P384,876 in 2006, of 
which P374,226 in 2008, P363,779 in 2007 and P339,240 in 2006 and pertains to the 
Parent Company.  The lease periods are from 1 to 25 years.  Most of the lease contracts 
contain renewal options, which give the Parent Company and its subsidiaries the right 
to extend the lease on terms mutually agreed upon by both parties. 
 
As of December 31, 2008, future minimum rentals payable under non-cancelable 
operating leases follow: 
        

             Consolidated  Parent  
 
    Within one year       P 472,117  P 413,752 
    After one year but not more than five years    900,231  742,253 
   More than five years           152,365    132,624 
 
             P 1,524,713  P 1,288,629 
 
 
28. INCOME AND OTHER TAXES 

 
Under Philippine tax laws, the Parent Company and its domestic subsidiaries are 
subject to percentage and other taxes (presented as Taxes and Licenses in the income 
statement), as well as income taxes. Percentage and other taxes paid consist principally 
of the gross receipts tax (GRT) and DST.  In 2003, the Parent Company and its 
financial intermediary subsidiaries were subjected to the value-added tax (VAT) instead 
of GRT.  However, effective January 1, 2004 as prescribed under Republic Act (RA) 
No. 9238, the Parent Company and certain subsidiaries were again subjected to GRT 
instead of VAT.  RA No. 9238, which was enacted on February 10, 2004, provides for 
the reimposition of GRT on banks and non-bank financial intermediaries performing 
quasi-banking functions and other non-bank financial intermediaries beginning  
January 1, 2004.  The liability of the Parent Company and certain subsidiaries for GRT 
is based on the related regulations issued by the authorities.   
 
Income taxes include the corporate income tax discussed below, and final tax paid at 
the rate of 20%, which represents the final withholding tax on gross interest income 
from government securities and other deposit substitutes. 
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Under current tax regulations, the regular corporate income tax rate (RCIT) applicable 
is 32% up to October 31, 2005 and 35% up to December 31, 2008.   In accordance 
with Republic Act (RA) No. 9337 which amended certain sections of the National 
Internal Revenue Code of 1997, RCIT rate is reduced from 35% to 30% beginning 
January 1, 2009.   
  
Effective July 2008, Republic Act (RA) No. 9504 was approved giving corporate 
taxpayers an option to claim itemized deduction or optional standard deduction (OSD) 
equivalent to 40% of gross sales.  Once the option to use OSD is made, it shall be 
irrevocable for the taxable year for which the option was made.  In 2008, the Group 
opted to continue claiming itemized deductions 

 
Interest allowed as a deductible expense is reduced by an amount equivalent to certain 
percentage of interest income subjected to final tax.  Minimum corporate income tax 
(MCIT) of 2% on modified gross income is computed and compared with the RCIT.  
Any excess of the MCIT over the RCIT is deferred and can be used as a tax credit 
against future income tax liability for the next three years.  In addition, the Group net 
operating loss carry over (NOLCO) is allowed as a deduction from taxable income in 
the next three years.  
 
In accordance with the Revenue Regulation (RR) No. 09-05 relative to the tax 
exemptions and privileges granted under the SPV Act, the losses incurred by the Group 
as a result of transferring its NPA to an SPV within the period of 2 years from  
April 12, 2003 shall be carried over as a deduction from its taxable gross income for a 
period of 5 consecutive taxable years.  
 
Effective May 2004, Republic Act (RA) No. 9294 restored the tax exemption of 
FCDUs and offshore banking units (OBUs).  Under such law, the income derived by 
the FCDU from foreign currency transactions with nonresidents, OBUs, local 
commercial banks including branches of foreign banks is tax-exempt while interest 
income on foreign currency loans from residents other than OBUs or other depository 
banks under the expanded system is subject to 10% gross income tax.  
 
Interest income on deposits with other FCDUs and offshore banking units is subject to 
7.5% final tax. 
 
The Parent Company’s foreign subsidiaries are subject to income and other taxes based 
on the enacted tax laws of the countries where they operate. 
 
The components of tax expense as reported in income statements consist of: 
 

  Consolidated  
  2008   2007   2006 
  

  Current 
   Final withholding tax  P 480,272   P 473,421   P 456,978  
   RCIT   95,833    102,667    69,187 
   MCIT   88,619    87,754    93,173 
  Deferred tax expense    254,700    181,808    7,545  
 

  Tax expense reported in the  

   income statements  P 919,424    P 845,650   P 626,883 
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   Parent  
   2008   2007   2006  

  Current 

   Final withholding tax  P 444,858   P 455,622   P 430,785 
   RCIT   43,870    -     1,601 
   MCIT   79,992    87,754    40,794 
 

  Tax expense reported in the 

   income statements  P 568,720    P 543,376     P 473,180 

  
A reconciliation of tax on pretax income computed at the applicable statutory rates to 
tax expense reported in the income statements is as follows: 
 

  Consolidated  
  2008   2007   2006 
  

  Statutory income tax at 35%  P 1,082,385   P 1,431,258  P 880,694  
  Adjustments for income subjected to 
   lower income tax rates   145,775    431,965    148,084  
  Tax effects of: 
   Non-deductible interest expense   234,596    198,266    224,175  
   Non-deductible expenses   114,421    31,223    109,255  
   Decrease in deferred tax assets due to  
    reduction in RCIT rate   276   -    -   
   Unrecognized temporary differences ( 117,428)   221,193    1,516,508 
   Non-taxable income ( 247,305)  ( 828,917)  ( 1,515,932)
   Income subjected to final tax ( 531,585)  ( 458,003)  ( 614,707) 
   Others   238,289   ( 181,335)  ( 121,194)
  

  Tax expense reported in the  

   income statements  P 919,424    P 845,650  P 626,883   

  
  Parent  
  2008   2007   2006 
    

  Statutory income tax at 35%  P 608,661   P 868,954   P 690,786  
  Adjustments for income subjected to 
   lower income tax rates   136,792    422,987    118,664  
  Tax effects of: 
   Non-deductible expense   245,463    215,293    309,132 
   Unrecognized temporary differences ( 62,429)   251,312    935,905  
   Tax paid trading gain and other income ( 86,183) (  181,780) ( 394,038) 
   FCDU income ( 93,936) (  420,605) ( 591,175) 
   Income subjected to final tax ( 531,585) (  458,003) ( 474,726) 
   Application of unrecognized NOLCO   -   ( 187,416)   -   
   Others    351,937    32,634  (  121,368)
   

  Tax expense reported in the  

   income statements  P 568,720   P 543,376    P 473,180  
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The components of deferred tax assets as of December 31 follow: 
 
   Consolidated   Parent  
    2008   2007   2008   2007 
      

 Allowance for impairment P 1,391,302 P 1,640,766 P 1,389,497 P 1,389,497 
 Unamortized past services costs  1,100  4,726  -   -  
 Gain on rediscounting (  799) (  1,259)  -   -  
 Accrued rent   99   -   -   -  
 Accounts receivable   7   -   -   - 
 Unrealized foreign exchange  
  losses  -   983   -   -  
 Retirement benefits  -   552   -   -  
 
    P 1,391,709 P 1,645,768 P 1,389,497  P 1,389,497 

 
The Group did not set up deferred tax liabilities on accumulated translation adjustment, 
particularly those relating to its foreign subsidiaries, since their reversal can be 
controlled, and it is probable that the temporary difference will not reverse in the 
foreseeable future. 
 
In light of the provision of PAS 12, the Parent Company and certain subsidiaries have 
taken a conservative position by not recognizing deferred tax assets (liabilities) on 
certain temporary differences. Accordingly, the Group did not set up the net deferred 
tax assets on the following temporary differences: 

 
   Consolidated   Parent  
    2008   2007   2008   2007  

   
 NOLCO P 10,319,892 P 10,135,215 P 10,217,785 P 10,114,126 
 Allowance for impairment  6,375,047  7,668,913  1,538,670  3,287,708 
 MCIT  212,249  248,229  208,540  173,633 
  Unamortized past service cost (  160,671) (  191,963) (  169,817) (  93,066 ) 
  Retirement liability   38,964     968    -     -   
  Unrealized foreign exchange 
   (gains) losses (  4,973)   -     -     - 
  Gain (loss) on revaluation   421   (    611)   -     -   
  Accrued rent   31     69    -     -   
 
    P 16,780,960 P 17,860,820  P 11,795,178  P 13,482,401  

 
The breakdown of the Group’s NOLCO, which can be claimed as deduction from 
future taxable income within three years from the year the taxable loss was incurred and 
within five years from the year SPV losses were incurred, is shown below: 
 
 Inception      Used/      Expiry 
 Year   Amount   Expired   Balance   Year  
 
 2005  P 568,324 P 568,324 P -   2008 
 2005   3,061,396  -   3,061,396*  2010 
 2005   3,629,720  568,324  3,061,396   2010  
 2006   6,484,406  -   6,484,406  2009 
 2007   21,089  -   21,089  2010 
 2008   753,001  -   753,001  2011 
 
   P 10,888,216 P 568,324 P 10,319,892 
 
 *Refers to losses incurred from SPV transactions in 2005 
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The breakdown of the Parent Company’s NOLCO, which can be claimed as deduction 
from future taxable income within three years from the year the taxable loss was 
incurred and within five years from the year SPV losses were incurred, is shown below: 
 
 Inception            Expiry 
 Year   Amount   Expired   Balance   Year  
 
 2005  P 568,324 P 568,324 P -    2008 
 2005   3,061,396  -   3,061,396*  2010 
 2005   3,629,720  568,324  3,061,396   2008 
 2006   6,484,406  -   6,484,406  2009 
 2008   671,983  -   671,983  2011 
 
   P 10,786,109 P 568,324 P 10,217,785 
 

*Refers to losses incurred from SPV transactions in 2005 
 
As of December 31, 2008, the Group has MCIT of P232,304 that can be applied 
against RCIT for the next three consecutive years after the MCIT was incurred.  The 
breakdown of MCIT with the corresponding validity periods follow: 
 
 Inception      Used/      Expiry 
 Year   Amount   Expired   Balance   Year  
 
 2005  P 67,302 P 67,302 P -   2008 
 2006   93,173  29,007  64,166  2009 
 2007   87,754  -   87,754  2010  
 2008   80,384  -   80,384  2011  
    
   P          328,613 P            96,309 P          232,304  
 
The breakdown of the Parent Company’s MCIT with the corresponding validity 
periods follow: 
 
 Inception            Expiry 
 Year   Amount   Expired   Balance   Year  

 
 2005  P 45,085 P  45,085 P -   2008 
 2006   40,794  -   40,794  2009  
 2007   87,754  -   87,754  2010 
 2008   79,992  -   79,992  2011 
    
   P          253,625 P            45,085 P          208,540  
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29. TRUST OPERATIONS 
 

Securities and properties (other than deposits) held by the Parent Company and RSB in 
fiduciary or agency capacities for their respective customers are not included in the 
accompanying financial statements, since these are not resources of the Parent 
Company and RSB.  The Group’s total trust resources amounted to P46,945,928 and 
P53,627,739 as of December 31, 2008 and 2007, respectively.  The Parent Company’s 
total trust resources amounted to P45,193,199 and P49,552,269 as of  
December 31, 2008 and 2007, respectively. 
 
In connection with the trust operations of the Parent Company and RSB, time deposit 
placements and government securities with a total face value of P860,667 (Group) and 
P769,715 (Parent Company); and P663,967 (Group) and P605,967 (Parent Company) 
as of December 31, 2008 and 2007, respectively, are deposited with the BSP in 
compliance with existing trust regulations (see Notes 7 and 10). 
 
In compliance with existing BSP regulations, 10% of the Parent Company’s and RSB’s 
profit from trust business is appropriated to surplus reserve.  This yearly appropriation 
is required until the surplus reserve for trust business equals 20% of the Parent 
Company’s and RSB’s regulatory capital.  The surplus reserve is shown as Reserve for 
Trust Business in the statements of changes in capital funds. 
 

 
30. RELATED PARTY TRANSACTIONS 
 

30.1 DOSRI 
 
In the ordinary course of business, the Group has loan transactions with each other, 
their other affiliates, and with certain DOSRIs.  Under existing policies of the Group, 
these loans are made substantially on the same terms as loans to other individuals and 
business of comparable risks. 
 
Under current BSP regulations, the amount of individual loans to a DOSRI, 70% of 
which must be secured, should not exceed the amount of his deposit and book value of 
his investment in the Parent Company and/or any of its lending and nonbanking 
financial subsidiaries.  In the aggregate, loans to DOSRIs, generally, should not exceed 
the total capital funds or 15% of the total loan portfolio of the Parent Company and/or 
any of its lending and nonbanking financial subsidiaries, whichever is lower. 
 
BSP Circular No. 423 dated March 15, 2004 amended the definition of DOSRI 
accounts. 
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The following table shows information relating to the loans, other credit 
accommodations and guarantees classified as DOSRI accounts under regulations 
existing prior to said circular and new DOSRI loans, other credit accommodations and 
guarantees granted under said circular as of December 31, 2008 and 2007: 
 

  Consolidated   Parent  
    2008   2007   2008   2007  

   
 Total outstanding DOSRI loans P 9,213,808 P 9,246,598 P 9,142,497 P 9,172,399
 Percent of DOSRI accounts  
  granted prior to the effectivity  
  of BSP Circular No. 423 to the  
  total loans  5.94%  7.46%  7.65%  10.19%
 Percent of DOSRI accounts  
  to total loans  5.94%  7.46%  7.65%  10.19%
 Percent of unsecured  
  DOSRI accounts to 
  total DOSRI accounts  2.35%  1.50%  2.29%  1.51%
 Percent of past due non-DOSRI  
  accounts prior to  
  BSP Cir. No. 423 to total loans  -   -   -   -  
 Percent of nonaccruing  
  non-DOSRI accounts prior to  
  BSP Cir. No. 423 to total loans  -   -   -   -  

 
30.2 Key Management Personnel Compensation 
 
The key management personnel compensation follow: 

 
  Consolidated  
  2008   2007   2006 
    
  Short-term benefits  P 186,231   P 159,410   P 117,798 
  Post-employment benefits   38,022    38,428    40,699 
  Termination benefits   48    254    1,147 
  Other long-term benefits   404    634    516 
 

    P 224,705   P 198,726    P 160,160 

 
  Parent  
  2008   2007   2006 
    
  Short-term benefits  P 59,789   P 53,040   P 42,997 
  Post-employment benefits   37,421    37,946    40,217 
 

    P 97,210   P 90,986    P 83,214 

 

 30.3 Lease Contract with RRC 
 
The Parent Company and certain subsidiaries occupy several floors of RCBC Plaza as 
leaseholders of RRC.  Related rental expense reported in the consolidated and Parent 
Company financial statements amounted to P163,027 and P156,063 in 2008 and 
P170,147 and P162,075 in 2007, respectively, and is included as part of Occupancy and 
Equipment-related account in the income statement.   While advance rentals included 
as part of Deferred Charges under Other Resources in the statement of condition 
amounted to P249,734 and P405,797 as of December 31, 2008 and 2007, respectively, 
both in the consolidated and Parent Company financial statements.  The Parent 
Company’s lease contract with RRC is until December 31, 2010. 
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30.4 Deposits 
 
As of December 31, 2008 and 2007, certain related parties have deposits with the 
Parent Company. 

 
 
31. COMMITMENTS AND CONTINGENCIES 
 

In the normal course of operations of the Group, there are various outstanding 
commitments and contingent liabilities such as guarantees, commitments to extend 
credit, tax assessments, etc., which are not reflected in the accompanying financial 
statements. Management does not anticipate losses from these transactions that will 
adversely affect the Group’s operations. 
 
Several suits and claims remain unsettled.  In the opinion of management, the suits and 
claims, if decided adversely, will not involve sums with a material effect on the Parent 
Company and its subsidiaries’ financial position or operating results. 
 
The following is a summary of contingencies and commitments arising from  
off-statement of condition items at their equivalent peso contractual amounts as of 
December 31, 2008 and 2007: 
  

  Consolidated   Parent  
    2008   2007   2008   2007  
 
 Trust department  
  accounts (see Note 29)  P 46,945,928 P 53,627,739 P 45,193,199 P 49,552,269 
 Derivatives  24,776,281  27,448,053  24,776,281  27,447,557 
 Unused commercial letters of credit  5,646,927  6,792,708  5,646,927  6,792,708 
 Spot exchange bought  3,520,890  3,222,455  3,520,890  3,222,455 
 Inward bills for collection  1,261,327  2,640,192  1,259,476  2,637,266 
 Spot exchange sold  3,310,091  619,739  3,310,091  3,154,313 
 Outward bills for collection  412,444  516,108  412,444  111,406 
 Late deposits/payments received  260,874  180,241  227,892  619,739
 Minimum lease rentals under 
  non-cancellable operating lease  222,291  -   -   - 
 Traveller’s check unsold  21,577  25,415  21,577  25,415 
 Items held for safekeeping/collateral  3,587  194  3,561  33 
 Outstanding guarantees issued   -   3,154,313  -   516,108

    
Derivatives include the Parent Company’s outstanding long-term cross currency swap 
contracts wherein it is committed to sell US dollars and buy Philippine pesos in the 
future at a precontracted rate from a counterparty bank, with an aggregate notional 
amount of P1,911,200 or $40million and P4,614,059 or $93.55 million as of  
December 31, 2008 and 2007, respectively.  The Parent Company then invested the 
proceeds from the cross currency swap contracts in interbank placements with various 
foreign banks.  The US dollar placements outstanding as of December 31, 2007 have a 
“credit link” to underlying securities that would be received by the Parent Company in 
lieu of the US dollar funds it originally invested in case of a credit default event as 
defined in the agreement between the Parent Company and its counterparties.   
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In 2004, the Bureau of Internal Revenue (BIR) assessed the Parent Company and RSB, 
together with a number of other banks in the Philippines, for DST in connection with 
its special savings accounts.  The BIR claimed that such account is equivalent to a 
“certificate of deposit” for tax purposes and is subject to DST under local tax 
regulations.  The BIR assessed the Parent Company and RSB the basic tax, surcharges, 
penalties and interest thereon of 20% per annum with respect to DST payable over the 
past five years.  The Parent Company initially filed a protest against this assessment, 
however, in 2006, the Parent Company and RSB settled the tax assessment on DST 
through availment of the tax abatement program of the BIR. 
 
The BIR has also sent the Parent Company and RSB, as well as other banks, a series of 
demand letters for the payment of deficiency GRT and DST on certain accounts of the 
Parent Company’s FCDU.  The BIR’s assessment of the deficiency GRT and DST of 
the FCDU was based on the deletion of the phrase “shall be exempt from all taxes” in 
Section 24, now Sections 27 and 28 of the Philippine Tax Code.  The Parent Company, 
however, argued that the removal of the exemptions from GRT and DST was not 
contemplated under the Comprehensive Tax Reform Program and that the deletion of 
the phrase “shall be exempt from all taxes” is the result of the inaccurate drafting of the 
amendment of the tax provisions of FCDUs rather than of legislative intent.  The 
Parent Company has filed a protest to the BIR’s claim, however, in 2007, the Parent 
Company and RSB settled the tax assessment on GRT and DST through availment of 
the tax abatement program of BIR.  
 
RCBC Capital has filed an arbitration claim with the International Chamber of 
Commerce against a local bank relating to RCBC Capital’s acquisition of Bankard.  
RCBC Capital is seeking a rescission of the sale or compensation for damages.  In 
September 2007, the arbitral tribunal upheld the claim of RCBC Capital and stated that 
RCBC Capital is entitled to damages for the breach, the amount of which would be 
determined by an expert appointed by the arbitral tribunal and still be proven by the 
RCBC Capital in the second phase of the arbitration, the hearing of which has been 
tentatively set by the arbitral tribunal on October 26, 2009. 
 
 

32. EARNINGS PER SHARE 
 

The following reflects the income and per share data used in the basic and diluted 
earnings per share (EPS) computations (figures in thousands, except EPS data): 
 

  Consolidated  
  2008   2007   2006  

 
Basic Earnings Per Share 

  a. Net income attributable to 
    parent company’s shareholders  P 2,153,740 P 3,207,632 P 2,052,638 
   Less allocated for preferred and  
    Hybrid Tier 1 dividends  ( 496,844 ) (   544,691)  -  
       1,656,896  2,662,941  2,052,638
  b. Weighted average number of  
    outstanding common shares   962,841  909,325  727,909 
   
  c. Basic EPS (a/b)  P 1.72 P 2.93 P 2.82 
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  Consolidated  
  2008   2007   2006  

 
Diluted Earnings Per Share 

  a. Net income attributable to 
    parent company’s shareholders P 1,656,896 P 2,662,941 P 2,052,638
  
  b. Weighted average number of  
    outstanding common shares   999,344  939,168  729,692 
 
  c. Diluted EPS (a/b)  P 1.66 P 2.84 P  2.81 

 
  Parent  
  2008   2007   2006  

 
Basic Earnings Per Share 

  a. Net income attributable to 
    parent company’s shareholders  P 1,170,314 P 1,939,350 P 1,500,495 
   Less allocated for preferred and  
    Hybrid Tier 1 dividends  ( 496,844) (  544,691)  -  
       673,470  1,394,659  1,500,495 
  b. Weighted average number of  
    outstanding common shares   962,841  909,325  727,909 
 
  c. Basic EPS (a/b)  P 0.70 P 1.53 P 2.06 
 

Diluted Earnings Per Share 
  a. Net income attributable to 
    parent company’s shareholders  P 673,470 P 1,394,659 P 1,500,495 
 
  b. Weighted average number of  
    outstanding common shares   999,344  939,168   729,692 
 
  c. Diluted EPS (a/b)  P 0.67 P 1.48 P  2.06 

 
The 2006 EPS was restated after giving retroactive effect to the 15% stock dividends. 
 
The above computation does not take into consideration the effects of certain 
accounting treatment allowed by BSP but not allowed under PFRS as summarized in 
Note 34 and discussed in Notes 11 and 12. 
 
 

33. SELECTED FINANCIAL PERFORMANCE INDICATORS 
 

The following basic ratios measure the financial performance of the Group and the 
Parent Company: 

  Consolidated  
  2008   2007   2006 
  
 
 Return on average capital funds (ROE)  7.40%    12.43%   12.64% 
 Return on average assets (ROA)  0.87%    1.42%   1.01% 
 Net interest margin  4.25%    5.00%   4.84% 
 Capital adequacy ratio  17.30%    18.70%   20.30% 
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   Parent    
  2008   2007   2006 
  
 
 Return on average capital funds (ROE)  3.56%    7.26%   9.14% 
 Return on average assets (ROA)  0.56%    1.04%   0.89% 
 Net interest margin  3.57%    4.47%   3.53% 
 Capital adequacy ratio  16.28%    18.21%   20.47% 
   

The above computation does not take into consideration the effects of certain 
accounting treatment allowed by BSP but not allowed under PFRS as summarized in 
Note 34 and discussed in Notes 11 and 12. 
 
 

34. DIFFERENCES BETWEEN CERTAIN ACCOUNTING TREATMENT 
ALLOWED BY BSP AND PFRS  

 
There were certain transactions that were not accounted for by the Group in 
accordance with PFRS although the accounting treatments applied by the Group for 
such transactions were allowed by BSP.  A summary of the effects of these transactions 
on the Group’s and Parent Company’s total resources, liabilities, capital funds and 
profit and loss had PFRS been used, is presented below.  Detailed discussions of these 
transactions are presented in Notes 11 and 12. 
     

  Consolidated  

  Increase (Decrease)  
     Total     Total     Total     Total  
     Resources     Liabilities     Capital Funds     Profit or Loss  
2008 

SPV transactions (P 4,607,053 )  P  26,524  ( P 4,633,577 ) ( P          791,342 ) 
 Staggered booking of 
  required additional allowance 
  for impairment on, and 
  subsequent write-off of, 
  credit card receivables (  2,593,440 )   -   (  2,593,440 )   -  
   
   (P 7,200,493 )  P  26,524  ( P 7,227,017 ) ( P 791,342)  
  
2007 

SPV transactions ( P 4,818,248 )  P  23,988  ( P 4,842,236 )  P         -  
 Staggered booking of 
  required additional allowance 
  for impairment on, and 
  subsequent write-off of, 
  credit card receivables (  2,593,440 )   -   (  2,593,440 )   -   
   
   ( P 7,411,688 )  P  23,988  ( P 7,435,676 )  P -   

 

2006 
 SPV transactions ( P 4,827,904 )  P  14,332  ( P 4,842,236 ) ( P 1,335,149 ) 
 Staggered booking of 
  required additional allowance 
  for impairment on, and 
  subsequent write-off of, 
  credit card receivables (  2,593,440 )   -   (  2,593,440 ) (  2,107,170 ) 
   
   ( P 7,421,344 )  P  14,332  ( P 7,435,676 ) ( P 3,442,319 ) 
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  Parent  

  Increase (Decrease)  
     Total     Total     Total     Total  
     Resources     Liabilities     Capital Funds     Profit or Loss  

2008 
 SPV transactions ( P 4,607,053 )  P  26,524  ( P 4,633,577 ) ( P 791,342 ) 
 Transactions with Bankard (  2,593,440 )   -   (  2,593,440 )   -  
   
   (P 7,200,493 )  P  26,524  ( P  7,227,017 ) ( P 791,342)  

 

2007 
 SPV transactions ( P 4,818,248 )  P  23,988  ( P 4,842,236 )  P -   
 Transactions with Bankard (          2,593,440 )   -   (            2,593,440 )   -  
 2006 transactions with RCBC 
  Capital and Bankard  
  approved by BSP in 2007   -     -     -   (  200,000 ) 
 
   (P 7,411,688 )  P  23,988  ( P 7,435,676 ) ( P 200,000 )

  
2006 
 SPV transactions ( P 4,827,904 )  P  14,332  ( P 4,842,236 ) ( P 1,335,149 ) 
 Transactions with Bankard (  2,593,440 )   -   (  2,593,440 ) (  2,593,440 ) 
 2006 transactions with RCBC 
  Capital and Bankard  
  approved by BSP in 2007   200,000    -     200,000    200,000 
  
   (P 7,221,344 )  P  14,332  ( P 7,235,676 ) ( P 3,728,589  

 



Schedule B
RIZAL COMMERCIAL BANKING CORPORATION
Accounts Receivable from Directors/Officers/Employees/Related Parties
and Principal Stockholders (Other than Affiliates)
As of December 31, 2008

Deductions
Bal. at  beg. Amounts Amounts Not Bal. at end

Name and Designation of Debtor of period Additions Collected Written off Current Current of period
Pan Malayan Management & Investment
Corporation TLS (Sec A) 1,028,500,000 131,500,000 1,160,000,000 1,160,000,000

HELEN Y. DEE (D)

   Pacific Plans Inc. DOM BPS 0 15,047,247 0 15,047,247 15,047,247
FCDU SEC 3,163,699,200 478,233,600 0 3,641,932,800 3,641,932,800

   House of Investment TLC 85,000,000 0 85,000,000 85,000,000
TLS 331,000,000 58,000,000 389,000,000 389,000,000
TR Dom 28,231,106 9,918,743 38,149,849 38,149,849

   Malayan Colleges TLS 932,187,500 0 41,250,000 890,937,500 890,937,500

   First Malayan Leasing TLS 150,000,000 370,000,000 520,000,000 520,000,000

   Grepaland, Inc. TLS 23,635,170 0 4,235,170 19,400,000 19,400,000
Dom BPS 1,037,600 0 1,037,600 0 0

    Luisita Industrial Park BP Doc PD 52,500,000 0 52,500,000 52,500,000
TLS PD 471,800,000 0 471,800,000 471,800,000

   Malayan Rental TLS 85,000,000 22,000,000 107,000,000 107,000,000

   Pan Malayan Express Dom BPS 363,720 363,720 0 0

   RCBC Forex TLC 0 55,000,000 55,000,000 55,000,000
BDS 0 135,000,000 0 135,000,000 135,000,000
Dom BPS 0 516,162 0 516,162 516,162

   RCBC Securities Dom BPS 0 4,547 0 4,547 4,547

RIZALINO S. NAVARRO (D)
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Schedule B
RIZAL COMMERCIAL BANKING CORPORATION
Accounts Receivable from Directors/Officers/Employees/Related Parties
and Principal Stockholders (Other than Affiliates)
As of December 31, 2008

Deductions
Bal. at  beg. Amounts Amounts Not Bal. at end

Name and Designation of Debtor of period Additions Collected Written off Current Current of period

   EEI Corporation TLS 400,000,000 38,000,000 438,000,000 438,000,000

   EEI Realty TLS 97,295,160 24,128,550 73,166,610 73,166,610

   EEI Retirement Fund TLS 530,000,000 0 530,000,000 530,000,000

CESAR E. A. VIRATA (D)

   RCBC Land Inc TLS 1,657,421,752 1,483,226,698 174,195,054 174,195,054

TEODORO D. REGALA (D)

  Accrain Holdings TLS 22,400,000 22,400,000 22,400,000

  ACCRA Law TLS 5,000,000 0 5,000,000 0 0

  Masagana Holdings FCDU 107,328,000 16,224,000 0 123,552,000 123,552,000

SPINAKKER CAPITAL GROUP
   Rustans Supercenter 0 199,894,857 0 199,894,857 199,894,857

     GRAND TOTAL 9,172,399,207 1,529,339,156 1,559,241,737 0 8,618,196,626 524,300,000 9,142,496,626
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UNAPPROPRIATED RETAINED EARNINGS
 FOR DIVIDEND DECLARATION
 AT BEGINNING OF YEAR  4,617,289  P             

Net Income Realized for the Year
Net income per audited financial statements  1,170,314                  
Less unrealized income, net of tax:

Equity in net income of associate and joint venture  -   
Unrealized foreign exchange gain - net 

(except those attributable to cash and cash equivalents) 526,535 )(                  
Fair value gains arising from mark-to-market measurement  -   
Fair value gains from investment properties  -   
Unrealized actuarial gains on defined benefit plan  -   
Adjustment due to deviation from PFRS/GAAP  -   526,535 )(                    

Add unrealized loss, net of tax:
Depreciation on revaluation increments  -   
Adjustment due to deviation from PFRS/GAAP  -   
Fair value loss from investment properties  -    -   

 643,779                    

Add (Less) Changes in Retained Earnings for the Year

Dividend declarations during the period 1,003,993 )(               
Appropriations of retained earnings during the period - Reserve for 

Trust Business 11,676 )(                   
Reversals of appropriations of retained earnings  -   
Deferred income tax set up in prior years 1,389,497 )(               
Effects of prior period adjustments  -   
Treasury shares  -   2,405,166 )(                 

UNAPPROPRIATED RETAINED EARNINGS 

FOR DIVIDEND DECLARATION AT END OF YEAR  2,855,902  P             

(Amounts in thousand)

RIZAL COMMERCIAL BANKING CORPORATION
Yuchengco Tower, RCBC Plaza No. 6819 Ayala Avenue, Makati City

Parent Company Reconciliation of Retained Earnings for Dividend Declaration
December 31, 2008

Note:  
 (1)  Unrealized foreign exchange loss can be offset to the extent of unrealized foreign exchange gain.

 (1)
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Exhibit 18. SUBSIDIARIES OF THE REGISTRANT 
 

Rizal Commercial Banking Corporation (the Parent Company) holds interest in the 
following subsidiaries and associates. 

 
 Effective Percentage 
     Country of     of Ownership  
  Subsidiaries/Associates   Incorporation     
  
 Subsidiaries: 
 RCBC Savings Bank, Inc. (RSB)   Philippines   (a)   100.00    
 RCBC Forex Brokers Corporation 
  (RCBC Forex)   Philippines      100.00    
 RCBC Telemoney Europe   Italy      100.00    
 RCBC North America, Inc.  
  (RCBC North America)   California, USA   (b)   100.00    
 RCBC International Finance Limited   
     (RCBC IFL)    Hongkong      99.99    
 RCBC Investment Ltd.   Hongkong   (c)   100.00     
 RCBC Capital Corporation (RCBC Capital) Philippines   (d)   99.96    
 RCBC Securities, Inc. (RSI)   Philippines   (e)   100.00    
 Bankard Inc. (Bankard)   Philippines   (f)   91.69    
 Merchants Savings and Loan 
  Association, Inc. (Merchants Bank)  Philippines   (g)   96.38   - 
 Associates: 
 RCBC Land, Inc. (RLI)   Philippines       49.00     
 YGC Corporate Services, Inc. (YCS)   Philippines      40.00     
 Luisita Industrial Park Co. (LIPC)   Philippines      35.00     
 Subic Power Corporation (SPC)   Philippines      26.50     
 RCBC Realty Corporation (RRC)   Philippines      25.00     
 Great Life Financial Assurance 
  Corporation (GLFAC)   Philippines      20.00     
 Honda Cars Phils., Inc. (HCPI)   Philippines      12.88     
 Roxas Holdings, Inc. (RHI)   Philippines      4.71     
 New Pacific Resources Management 
  (SPV-AMC), Inc. (NPRMI)   Philippines      -     
    

(a) The Parent Company made an additional investment amounting to P1 billion in 2007 
(b) Includes 31% ownership of RCBC IFL 
(c) A wholly owned subsidiary of RCBC IFL 
(d) The Parent Company made an additional investment amounting to P872.7 million in 2007  
(e) A wholly owned subsidiary of RCBC Capital 
(f) Owned 59.07% by RCBC Capital in 2007.  In 2008, the Parent Company’s P1 billion capital infusion 

by way of conversion of debt to equity was effected (see  Note 12).  As of December 31, 2008, the 
Parent Company has 66.58% direct ownership and 25.11% indirect ownership through RCBC 
Capital   

(g) In 2008, the Parent Company acquired 96.38% ownership in Merchants Bank from Finman 
Capital Corporation 

 




