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Key Audit Matter

How our audit addressed the
Key Audit Matter

(cont’d.)

Key elements in the impairment of loans
and advances include:

o the identification of credit-
impaired loans, and estimation of
cash flows (including the expected
realizable value of any collateral
held) supporting the calculation of
individually assessed provisions;
and

¢ the application of appropriate
impairment models for the
collectively assessed accounts. This
includes the use of key
assumptions in the impairment
models (i.e., staging of accounts,
significant increase in credit risk,
forward-looking information), the
exposure at default (EAD), the
probability of default (PD) and the
loss given default (LGD).

The impairment losses include both
quantitative and qualitative components.
In calculating the loan loss provisioning,
the BPI Group and the Parent Bank
applied the expected credit loss (ECL)
calculation and post-model adjustments
as allowed by Philippine Financial
Reporting Standards (PFRS) 9, Financial
instruments, which is a complex process
that takes into account forward-looking
information reflecting the BPI Group and
the Parent Bank’s view on potential future
economic events.

assessment of the appropriateness of the BPI
Group’s and the Parent Bank’s definition of
significant increase in credit risk and staging
of accounts through analysis of historical
trends and past credit behavior of loan
portfolios;

independent comparison of economic
information used within, and weightings
applied to, forward-looking scenarios in the
ECL calculation which includes assumptions
used in the post-model adjustments, against
available macro-economic data;

testing of the accuracy and completeness of
data inputs in the ECL models and in the
ECL calculation by comparing them with the
information obtained from source systems;
testing the accuracy and reasonableness of
the outputs of the ECL models through
independent recalculation;

for a sample of individually assessed loans
identified as credit-impaired, examined
relevant supporting documents such as the
latest financial information of the borrower
or valuation of collateral used as a basis in
estimating the recoverable amount and
measuring the loan loss allowance; and
recalculation of the loan loss allowance for
selected accounts and portfolios at reporting
date using the ECL methodology adopted by
the BPI Group and the Parent Bank.
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Other Information

Management is responsible for the other information. The other information comprises the information
included in the SEC Form 20-IS (Definitive Information Statement), SEC Form 17-A and Annual Report,
but does not include the consolidated and parent financial statements and our auditor’s report thereon.
The SEC Form 20-IS (Definitive Information Statement), SEC Form 17-A and Annual Report are expected
to be made available to us after the date of this auditor's report.

Our opinion on the consolidated and parent financial statements does not cover the other information and
we will not express any form of assurance conclusion thereon.

In connection with our audits of the consolidated and parent financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so, consider whether
the other information is materially inconsistent with the consolidated and parent financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated and parent
financial statements 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 error.

In preparing the consolidated and parent financial statements, management is responsible for assessing
the ability of each entity within the BPI Group and of the Parent Bank to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the entities within the BPI Group and the Parent Bank or to
cease operations, or has no realistic alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and parent financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. 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 material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated and parent financial statements.
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As part of an audit in accordance with PSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

 Identify and assess the risks of material misstatement of the consolidated and parent financial
statements, whether due to fraud or error, design and perform audit procedures responsive to 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
override of internal control.

e 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 expressing an opinion on the
effectiveness of the BPI Group’s and of the Parent Bank’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern 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 ability of each entity within the BPI Group and the
Parent Bank to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the consolidated and
parent financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the entities within the BPI Group and the Parent Bank to cease
to continue as a going concern.

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.





