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Messrs.

Shareholders and Board of Directors of
Unibank, 8.A., and Subsidiary
Panama, Republic of Panama

We have audited the accompanying consolidated financial statements of Unibank, S.A. and Subsidiary which
comprise the consolidated statement of financial position at December 31, 2015, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive income (loss), the consolidated
statement of changes in shareholder's equity and the consolidated statement of cash flows for the year ended,
and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards, as they have been modified by prudential
regulations issued by the Superintendency of Banks of Panama for purposes of supervision, and for such
internal control as Management determines is necessary to enable the preparation of the consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsihility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the consolidated. financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of consolidated the financial statements, whether due to fraud
or errors. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements 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 entity's internal control. An audit also includes evaiuating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by Management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position
of Unibank, 8.A. and Subsidiary as of December 31, 2015, and its financial performance and cash flows for
the year ended in accordance with International Financial Reporting Standards.

Deloitte (signed)

March 29, 2016
Panama, Republic of Panama

Deloiite LATCO
Firma miembro de
Deloitte Touche Tohmatsu Limited
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Unibank, S.A. and Subsidiary

Consolidated statement of profit or loss
December 31, 2015

{In balboas)

Interests and commissions income
Interests earned on:
Loans
Bank deposils

Investment securities
Commissions income on loans

Total interest and commission income

Interest expenses:
Deposits

Borrowed funds

Total interest expenses

Net interest and commission, before provision

Increase (reversal) of provision for loan losses
Provision for securities held to maturity
Provision for assets held for sale

Net interest income, after provision

Income {expense} and other banking services;
Commission expenses
Gain (loss) on safe of financial instruments

Other commissions
Other income
Total income from banking services and other, net

General and administrative expenses
Salaries and wages
- Other personnel expenses
Rent
Advertising
FFees and professional services

Depreciation of fixed assets
Other expenses

Total general and administrative expenses

Operational net profit
Equily interest in associate

Profit for the year before income tax
Income tax

Profit of the year

The accompanying notes are an integral part of these consolidated financial statements.

Notes

11
10
14

22
10

21
21

7,22

13

12

24

2015 2014
22,631,916 18,972,094
146,296 65,737
5,210,361 4,016,962
1,034,087 783,059
20,022,660 23,837,852
14,665,059 12,116,937
900,121 437,728
15,566,080 12,554,665
13,456,580 11,283,187
513,579 (257,612)
36,900 -
1,120,734 .
11,785,367 11,540,799
(171,254) (165,163)
304,751 (1,328)
721,405 762,621
396,445 346,668
1,251,347 942,798
5,015,503 5,844,348
126,008 102,845
687,356 677,566
162,383 224,580
483,164 466,613
479,389 462,257
2,077,966 2,444,399
9,921,859 10,222,608
3,114,855 2,260,989
200,096 23,908
3,314,951 2,284,897
(174,452 (15,239)
3,140,499 2,269,658




Unibank, 8.A. and Subsidiary

Consolidated statement of comprehensive income (loss)
December 31, 2015

{In balhoas)
Note 2015 2014
Net income 3,140,499 2,269,658
Other comprehensive income:
Items that are and may be subsequently reclassified to the
consolidated statement of profit or loss
Net changes in fair value of securities
available for sale 9 24,418 7,200
Amortization charged to profit or loss 9 304,549 329,005
Net changes in fair value of securities avaifable for sale
transferred to profit or loss - 62,582
Total other comprehensive income 328,967 398,787
3,469,466 2,668,445

Total comprehensive income for the year

The accompanying notes are an integral part of these consolidated financial statements.
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Unibank, 8.A, and Subsidiary

Consolldated statement of cash flows
December 31, 2015

{in balboas)

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile net loss and cash from
operating aclivities:
Increase {reversal) of provisicn for loan losses
Provision for securities held to maturity
Provision for assets held for safe
Deprecialion
Gurrent income fax
Deferred tax
Amortization of intangible assels
(Gain) loss on sale of securities
Amorlizalion of unrealized loss on investments available for sale
Amoriization of premiums and discounts
Equity interest in assoclate
Interest income and commissions
Interest expenses

Changes in operating assets and liabilities:
Deposits with contractual maturilies over 90 days
Loans and unearned discounted commissions
Other assets
Demand deposils
Savings deposits
Time deposits .
Cashler's and cerlified check
Other liabilities

Cash provided by operaling activities:
Income tax paid
Interest received
Interest paid

Net cash provided by operating activilies

Cash flows from Investing activities:
Purchase of securities available for sale
Purchase of securifles held to maturily
Redemptions of securities held to maturily
Purchase of permanent investments
Acquisition of furniture and equipment
Acquisition of inlangible assets

Net cash provided by Investing activities

Cash flows from financing activities:

Financing payment payable

Proceeds from financings payable

Proceeds from securitles sold under repurchase agreaments

Nel cash provided by financing activities

Increase {decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalenis at the end of the year

Non-monetary fransactions:
Reclassification of investments available for sale

The accompanying notes are an integral part of these consolidated financial statements.

-6-

Notes

10
10
13
15

2016 2014
3,140,499 2,269,658
513,579 (257.612)
36,900 -
1,120,734 -
479,389 462,257
563,126 119,328
(388,674) (104,089)
167,836 120,928
(304,751) 1,328
304,549 391,587
110,890 117,057
(200,008) -
(29,022,660)  (23,837,852)
14,665,959 12,116,937
(3.817,800) -
(4,564,225)  (46,859,612)
(1,406,013} (155,693)
(2,250,953} (3,694,346)
(3,550,840} 8,084,311
43,485,791 72,216,818
1,168,661 366,673
(793,369) 1,100,508
(350,841) (101,482)
28,731,313 22,898,118
(14,566,298) _ (11,119,215)
33,262,706 34,142,607
- (2.000,000)
(15,399,001)  (74,813,561)
6,118,588 16,663,374
- (1,623,908}
(345,055) (375,279)
(2,216,420) (354,888)

(11,843,778)

(62,484,252)

(20,311,665) (2,418,920}
14,398,288 14,821,676
27,526,940 4,039,525
21,613,563 16,442,281
43,032,491 {11,899,364)
63,240,527 75,139,801

106,273,018 63,240,527

- 2,000,000




Unibank, S.A. and Subsidiary

Notes to the consolidated financial statements
December 31, 2015
{In balboas)

1.

General information

Unibank S.A., formerly Uni Bank & Trust, Inc. and Subsidiary (the Bank) was organized and
incorporated under Panamanian law, and was granted a General Banking License by Resolution
No0.163-2010 of July 19, 2010 and Trust License by Resolution S.B.P.-FID No. 007-2010 both from
the Superintendency of Banks of Panama (hereinafter the "Superintendency of Banks"). The General
Banking License and Trust License aliows conducting the business of banking and trust services,
anywhere in the Republic of Panama, carrying out transactions that are completed or take effect
abroad, and undertaking such other activities authorized by the Superintendency of Banks.

Unibank, S.A. is supervised by the Superintendency of Banks under Decree Law No. 9 of February 26,
1998, and relevant regulations, as amended by Decree Law No. 2 of February 22, 2008. The
Superintendency of Banks has all the faculties to monitor, regulate and inspect banking operations.

Unibank, S.A. provides directly and through its subsidiary, financial services, corporate banking,
personal banking and private banking in addition fo other financial services; these activities are subject

to supervision by regulatory authorities.
Unibank, S.A. and its subsidiary, Uni Leasing, inc., Is hereinafter called {he Bank.

The Bank owns 100% of the issued shares of Bienes Raices Uni, S.A., whose operations have not yet
started; it is registered under the laws of the Republic of Panama, at the Public Registry under
No.790241 of the business section, Document No. 2303503 of December 21, 2012,

The Bank owns 100% of the issued and outstanding shares of Uni Leasing, Inc., which was organized
and incorporated under Panamanian business law, and was granted license by Resoluiion No, 393 of
September 15, 2011, to conduct leasing transactions. The leasing operations in Panama are regulated
by the Department of Financial Institutions of the Ministry of Trade and Industry in accordance with Law
No. 7 of July 10, 1980,

The Bank is a wholly-owned subsidiary of Uni B & T Holding, Inc., a company registered under the taws
of the Republic of Panama, at the Public Registry under No.682912 of the business section, Document
No.1712451 dated January 15, 2010.

In September 2014, the Bank, acquired 50% of the equity shares of Invertis Securities, S.A., a company
incorporated in the Republic of Panama by Public Deed N°11,653 of December 12, 2012. Invertis
Securities S.A. has been established to engage, within and from the Republic of Panama in the
business of securities as a brokerage firm according to local regulations.



Unibank, S.A. and Subsidiary

Notes to the consolidated financial statements
December 31, 2015

{in balboas)

2,

Adoption of new and revised International Financial Reporting Standards (IFRS's)

21

2.2

Amendments that take effect in the cuirent period

The Bank has applied the following standards and amendments for the first time for annual
reporting period beginning on January 1, 2015:

o Annual improvements to IFRSs - Cycle 2010-2012
e Annual improvements to IFRSs - Cycle 2011-2013
e Amendment to IAS 19 - Defined henefit plans: Employee contributions

The adoption of these amendments did not have any significant impact on the consolidated
financial statements.

Standards and interpretations issued that have not yet been adopted

IFRS 9 - Financial Instruments

IFRS 9, issued in July 2014, contains the accounting requirements for financial instruments,
replacing IAS 39 Recognition and Measurement and all previous versions of IFRS 9. The standard
contains requirements in the following areas:

Classification and Measurement; the classlfication of assets by financial debt is determined by
reference to the business mode! for managing financial assets and the characteristics of the
contractual flows of financial assets. A debt instrument is measured at amortized cost if a} the
business model is to hold the financial asset to collect the contractual flow and b) the contractual
cash flow instrument represents only payments of principal and interest.

All other debt instruments and equity should be recognized at fair value.

All movements of fair value of financial assets should be recognized through the consolidated
statement of profit or loss, except for equity instruments not held for trading, which can be
recoghized in the consolidated profit or loss statement or in equity reserves (without recyeling to
profit or loss).

Financial liabilities are classified similarly as under IAS 39, however, there are differences in the
requirements to apply for the measurement of their own credit risk.

Impairment IFRS 9 introduces an expected loss model for the measurement of impairment of
financial assets, so it is no longer necessary for a credit event to have occurred before an

impairment loss s recognized.

Hedge accounting: introduces a new accounting mode! coverage which is designed to be more
aligned with how the entities perform activities of risk management when there is hedging exposure
to financial and non-financial risk. As a general rule, it is easier to apply hedge accounting in the
future. The new model introduces greater disclosure requirements and presentation changes.



Unibank, S.A. and Subsidiary

Notes to the consolidated financial statements
December 31, 2015

{In balboas)

On December 2014, the IASB made additional changes fo the classification and measurement
rules and introduced a new model of deterioration. With these modifications, IFRS 9 was

completed. The changes introduced:
e Athird category of fair value measurement through certain financial assets to debt instruments.

o Anew model of expected losses involving a three-phase approach where financial assets move
through the three scenarios as credit risk varies. The scenarios indicate how an entity
measures impairment losses. A simplified method is permitted for financial assets that do not
have a significant financing component, such as accounts receivable.

IFRS ¢ is effective for annual periods beginning on or after January 1, 2018, with early adoption
permitted.

IFRS 15 - Revenue from conlracis with ctistomers

In May 2014, IFRS 15 was Issued, which provides an extensive and detailed model to be used by
entities in accounting for revenue from contracts with customers. IFRS 15 will replace the current
revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction Contracts and
refated interpretations on the date it comes into force.

The fundamental principle of IFRS 15 is that an entity should recognize revenue to depict the
transfer of promised goods or services o customers in an amount that reflects the consideration
that the entity expects to receive in exchange for goods or services. Specifically, the rule adds a
5-step approach to revenue recognition:

Step 1: Identify the contracl(s} with customers.

Step 2: ldentify performance obligations in the contract,

Step 3: Determine the transaction price.

Step 4: Distribute the transaction price to performance obligations in the contract.
Step 5: Recognize revenue when (or whenever) the entity meets the requirement.

* * e e =

Under IFRS 15, an entity recognizes revenue when (or whenever) an obligation of performance,
i.e. when the "control" of goods and services based on an obligation of individual performance is
transferred to the customer and is satisfied. They have added many more prescriptive guidelinesin
IFRS 15 to address specific sifuations. In addition, IFRS 15 requires extensive disclosures,

IFRS 16 Leases

IFRS 16 Leases replaces IAS 17 Leases. This standard eliminates the classification of leases and
establishesthat they must be recognized in a similar way to financial leases and measured at the
present value of future lease payments. IFRS 16 is effective for annual periods beginning on or
after January 1, 2019. Early adoptfon is permitted for entities that also adopt IFRS 15 - Revenue
from Confracts with Customers.



Unibank, S.A. and Subsidiary

Notes to the consolidated financial statements
December 31, 2015

{(In balboas)

3,

Most significant accounting policies

3.1

3.2

Basis of presentation

The consolidated financial statements have been prepared under the historical cost basis,
except for the securities available for sale and the non-current assets available for sale, which

are stated at fair value.

The Bank's consolidated financial statements have been prepared in accordance with
international Financial Reporting Standards (IFRSs). The accounting policies used in
preparing the financial statements have been applied consistently in refation to previous years.

Principle of consolidation

The consolidated financial statements include the financial statements of Unibank, S.A,, and its
Subsidiary, Uni Leasing, Inc.

Controt is achieved when the bank:

° Has power over investiment;
. Is exposed, or has rights, to variable returns from its involvement with the entity; and
] Has the ability to affect those returns through its power over the entity in which it invests.

The Bank reassesses whether it controls an entity if the facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

When the Bank has less than the majority of the voting rights over an investee, it has control over
an Investee when the voting rights give it the current ability to direct unilaterally the relevant
activities of the investee, which are the activities that significantly affect the return of the investee.
The Bank considers all the facts and circumtances to evaluate if the voting rights over an investee
are sufficient to has power.

° The size of the percentage of voting rights of the Bank relative to the size and dispersion
of holdings of other holders of voting;

o Potential voting rights held by the Bank, other shareholders or other parties;

° Rights arising from contractual agreements; and

° Any additional facts or circumstances indicating that the Bank has or does not have, the
current ability to direct the relevant activities when they need to make decisions, including
voting patterns at previous shareholder meetings.

-40 -



Unibank, $.A. and Subsidiary

Notes to the consolidated financial statements
Pecember 31, 2015

{In balboas)

3.3

3.4

3.5

Subsidiaries are consolidated from the date on which the Bank obtains control until the moment
the control ends. Revenues and expenses of subsidiaries acquired or disposed during the year
are included in the consolidated statement of profit or loss from the effective date of acquisition
or from the disposal effective date, as appropriate.

Gains or losses of each component of other comprehensive income are attributed to the owners
of the Bank and non-controlling interests. Total comprehensive income of subsidiaries is
attributed to the owners of the Bank and non-controlling interests even if restits in non-
controlling interests have a negative balance.

If necessary, adjustments are made to the consolidated financial statements of subsidiaries to
bring their accounting policies to those used by other members of Bank.

All significant balances and fransactions between the Bank and its subsidiaries were
gliminated in the consolidation.

Foreign currency transactions

Monetary assets and liabilities denominated in foreign currency at the reporting date are
retranslated to the functional currency at the spot exchange rate at that date, except for those
transactions whose exchange rate were contractually set. Transactions in foreign currencies
are translated into the respective functional currency of the Bank at the spot exchange rates at
the date of transactions. Non-monetary assets and liabilities that are measured at fair value in
a foreign currency are translated to the functional currency at the spot exchange rate at the
date that the fair value was determined. Foreign currency differences arising on translation are
generally recognized in profit or loss except for the differences arising from the translation of
equity avallable for sale securities, a financial liability designated as a net investment hedge in
a foreign operation or qualifying cash flow hedges, which are directly recognized in the
consolidated statements of comprehensive income.

Functional and presentation currency
Records are carried in balboas (B/.) and the consolidated financial statements are expressed
in this currency. The balboa, the monetary unit of the Republic of Panama, Is at par and freely

exchangeable with the United States doliar (US$). The Republic of Panama does not issue
paper money and instead uses the American dollar as legal tender.

Investment in associated company

An associate is an entity over which the Bank has significant influence. Significant influence is
the power to intervene in decisions of financial and operating policy of the investee but to have
absolute or joint control thereof.

-1 -



Unibank, S.A. and Subsidiary

Notes to the consolidated financial statements
December 31, 2015

{In balboas)

3.6

The results of the assets and liabilities of the associated company are recorded under the equity
method. This investment is subject to review to determine any impairment, as long as the
changes in the circumstances indicate that the carrying amount is not recoverable.

Financial assets

Financial assets are classified into the following specific categories: securities held to maturity,
securities available-for-sale and loans. The classification depends on the nature and purpose
of the financial asset and is determined at the time of initial recognition.

Securities avaifable-for-sale

They consist of securities purchased with the intention of keeping them for an indefinite period of
time, which can be sold in response to the needs for liquidity or changes in interest rates, or prices
of equity instruments. This portfolio has as an economical and financial policy for the search of a
comprehensive income.

After initial recognition, securities available-for-sale are measured at their fair value.

Gains or losses arising from changes in fair value of securitires available-for-sale are recognized
directly in equity uniil the financial assets are derecognized or an impairment is determined. At
this time, the cumutative gain or loss, previously recognized in equity is recognized in the results,
except for the impairment losses, interests based on effecive interest method and the foreign
exchange profit or loss that are recognized directly in income.

Dividends on equity instruments available-for-sale are recognized in the consolidated statement
of profit or loss when the entity's right to receive payment is established.

The fair value of an investment in securities is generally determined based on the quoted
market price at the date of the consolidated statement of financial position. If the quoted market
price is not available, the fair value of the instrument is estimated using pricing models or of
discounted cash flows techniques.

Securities held fo maturity

Securities held to maturity are non-derivative financial assets with fixed or determinable payments
and fixed maturities which the Bank's management has the intent and ability to hold to maturily.

Assets held to maturity are recognized at amortized cost using the effective interest method less
any impairment, with income recognized on an effeclive rate basis.
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3.7

Loans

Loans are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market, except: (a) those that the entity will expect to sell immediately or on a short
term, which are classified as trading, and those that the entity in its initial recognition designates
at fair value through profit or loss, (b) those that the entity upon initial recognition designates as
available-for-sale, or (c) those for which the holder do not recover substantially all of its initial
investment, uniess due to credit deterioration.

Loans are recognized at amortized cost using the effective interest method less any
impairment, with income recognized on an effective rate basis.

Financial leasing

Finance leases consist primarily of leases for equipment and vehicles, which are reported as
part of the loan portfolio at the present value of the lease. The difference between the gross
receivable and the present value of the receivable is recognized as uneamed interest income,
which is amortized to income using a method that reflects a periodic rate of return.

Derecognition of financial assets

The Bank derecognizes a financial asset only when the contractual rights to receive cash flows
have expired or when the Bank has transferred financial assets and substantially al! the risks
and rewards of ownership of the asset to another entity. If the Bank does not transfer or retain
substantially all the risks and benefits of ownership and control continues with the asset
transferred, the Bank recognizes its retained interest in the assets and liabilities related to the
amounts that it may have to pay. If the Bank retains substantially all risks and rewards of
ownership of a transferred financial asset, the Bank continues to recognize the financial asset
and also recognizes a liability secured by the amount received.

Financial liabilities and equity instruments issued by the Bank

Classificalion as debl or eqtiity

Debt and equity instruments are classified as financial liabilities or as equity in accordance with
the contractual arrangements.

Equity instrument

An equity instrument is any contract that evidences a residual interest on the assets of an entity
after deducting all its liabilities. Equity instruments issued by the Bank are recorded at the
amount received, net of direct issuance costs.

-13-
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Liabilities from financial quarantee coniracts

Contracts that an entity is in the obligation to pay specific amounts on behalf of a third party in
case of default, regardless of how this obligation is implemented: either by bond, financial or
technical guarantee, documented irrevocably credit issued or confirmed by the entity, insurance
and credit derivative,

Financial guarantees, regardless of its owner, instrumentation and other circumstances, are
regularly analyzed to determine the credit risk they are exposed to and, if necessary, to estimate
the needs of an allowance for them, which is determined by application of similar criteria to
those established for quantifying impairment losses experienced by debt instruments measured
at their amortized cost as detailed in the note of impairment of financial assets.

Financial guarantees are mitially recognized in the consolidated financial statements at fair
value at the date on which the guarantee was issued. Subsequent to initial recognition, bank
liabilities under such guarantees are measured at the higher of the initial recognition, less
amortization calculated for recognition in the consolidated statement of profit or loss from fees
earned on a straight-line basis on the life of the guarantee and best estimate of disbursement
required to settle any financial obligation arising at the date of the consolidated statement of
financial position. These estimates are determined based on the experience of similar
transactions and history of past losses, supplemented by Management's judgment.

Financings

Financings arew recognized initially at fair value, net of transaction costs incurred.
Subsequently, financings are recognized at amortized cost using the effective interest method,
with interest expense recognized on the effective rate base.

Other financial l{abilities

Other financial liabilities, including debts, are initially measured at cost, net of transaction costs
and are subsequently measured at amortized cost using the effective interest method with
interest expenses recognized on the effective rate base.

Derecognition of financial liabilities

The Bank derecognizes financial liabilities when, and only when, the Bank’s obligations are
liquidated, cancelled or expired. '
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3.8

3.9

3.10

3.11

Offsetting of financial instruments

Financial assets and liabilities are offset, that is, when the net amount is presented in the
consolidated statement of financial position, only when the dependent entities have the right,
legally enforced, to offset the recognized amounts of such instruments, as well as the intention
to liquidate the net amount, or to realize the asset and pay the liability simultaneously.

Income and interest expehse

Income and interest expense are recognized in the consolidated statement of profit or loss
under the method of effective interest rate for all interest-bearing financial instruments. The
effective interest rate is the rate that exactly discounts estimated cash flows over the estimated
life of 2 financial instrument or when appropriate in a shorter period, at its net book value. When
calculating the effective interest rate, cash flows are estimated considering the contractual
terms of the financial instrument.

The method of effective interest rate is the method used to calculate the amortized cost of a
financial asset or liability and to distribute the income or interest expense over a period of {ime.
The effective interest rate is the rate that exactly discounts the estimated cash flows over the
expected life of a financial instrument or, when appropriate in a shorter period, to its net carrying
amount. In calculating the effective interest rate, cash flows are estimated considering the
contractual terms of the financial instrument.

Fees and commission income

Generally, commissions on short-term loans, letters of credit and other banking services are
recognized as income at the time of its collection due to being short-term transactions. The
revenue recognized at the time of its collection is not significantly different from that recognized
under the cumulative or accrual method. Commissions on leans and other transactions at
medium and long term, net of certain direct costs from granting the same, are deferred and
amortized during their life.

Impairment of financial assets
Loans

The Bank assesses if there is objective evidence that a financial asset or group of financial
assets are impaired.

A financial asset or group of financial assets is impaired and incurred in an impairment loss
only if there is evidence of impairment as a result of one or more events that occurred after the
initial recognition of the asset (a "loss event") and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or financial group that can be estimated
reliably.
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The criteria that the Bank uses to determine that there is objective evidence of an impairment
loss include:

o  Significant financial difficulty of the issuer or debtor.

e A breach of contract, such as a default or delinquency in interest or principal payments.

e For economic or legal reasons relating to the borrower’s financial difficully, a concession
that the lender would not otherwise consider, is granted to the borrower.

o It becoming probable that the borrower will enter bankruptcy or another financial
reorganization.

o The disappearance of an aclive market for that financial asset because of financial
difficulties.

o Observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial assets in the
Bank.

The Bank first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If the Bank determines that no objective evidence of
the existence of an impairment of individually assessed financial asset, whether significant or
not, it includes the asset in a group of financial assets with similar credit risk characteristics and
collectively assesses for impairment.

individually assessed loans

Impairment losses on individually assessed loans are determined by an evaluation of the
exposures on a case by case basis. This procedure applies to all loans that are individually
significant or not. If it is determined that there is no objective evidence of impairment for an
individual loan, this loan is included in a group of loans with similar characteristics and are
collectively evaluated to determine whether impairment exists.

The impairment loss is calculated by comparing the present value of expected future cash
flows, discounted at the loan's original effective interest loan, with its current carrying value and
the amount of any loss is charged as a provision for losses in the consolidated statement of
profit or loss. The carrying amount of impaired loans is reduced through the use of an allowance
account.

Loans colleclively assessed

For purposes of a collective evaluation of impairment, foans are grouped according to similar
credit risk characteristics. Those characteristics are relevant to the estimation of future cash
flows for groups of such assets indicating the ability of debtors’ payment of amounts due
according to the contractual terms of the assets being evaluated.
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3.12

3.13

Future cash flows in a group of loans that are collectively evaluated to determine if impairment
exists are estimated according to contractual cash flows of the assets in the group, the historical
loss experience for assets with credit risk characteristics similar to the group credit and
experienced Management opinions on whether the current economy and credit conditions can
change the actual level of historical inherent losses suggested.

Reversal of impairment

If in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment event was recognized, the
previously recognized impairment loss is reversed by reducing the reserve account for loan
losses. The amount of any reversal is recognized in the consolidated statement of profit or loss.

When a loan is uncollectible, it is canceled against the aliowance for loans. Such loans are
written off after all the necessary procedures have been considered and the amount of the loss
has been determined. Subsequently, recoveries of amounts previously written off are credited

to the reserve.
Property, furniture, equipment and improvements

Property, furniture, equipment and improvements are stated at cost, net of accumulated
depreciation and amortization. Major improvements are capitalized, while other minor repairs
and maintenance, which do not increase its useful life or improve the assets, are charged to
expenses as incurred.

Depreciation and amorlization are charged to current operations under the straight-line
method, based on the estimated useful lives of the assets:

Assels Useful life
Property 30 years
Furniture and office equipment 5- 7 years
Computer equipment 5- 7 years
Leasehold improvements 20 - 30 years

Assets that are subject to amortization are reviewed for impairment whenever changes in the
circumstances indicate that carrying values are not recoverable. The carrying value of fixed
assets Is immediately written down to its recoverable amount, which is the higher between the
fair value less cost and the value in use.

Intangible assets

Licenses acquired separately are stated at historical cost. Licences have a finite useful life and
are carried at cost less accumulated amortization, Depreciation is computed using the straight-
line method to allocate the cost of licenses over thelr estimated lives up to five years. The
software licenses acquired are capitalized on the basis of costs incurred to acquire and are
able to use the specific software.

-17-



Unibank, S.A. and Subsidiary

Notes to the consolidated financial sfatements
December 31, 2015

(In balboas)

3.14

315

3.16

3.17

Foreclosed assets held for sale

Foreclosed assets held for sale are stated at the lower of the carrying amount of the unpald
loans and its estimated market value less costs to sell. Any impairment that affects the value
of the foreclosed assets is adjusted against a provision that was recorded in the results of
operations.

Assets held for sale

The Bank maintains assets and liabilities, which it expects to recover through a sale and not
through its continued use, and are classified as held for sale. Immediately before being
classified as held for sale, the assets or components of a group of assets for disposal will be
remeasured in accordance with the Bank's accounting policies.

From this classification, they are recognized by the lower of their carrying amount and its fair
value less sale costs. An impairment loss is recognized due to the reductions of the initial value
of the assets. Impairment losses on initial and subsequent classification as held for sale are
recognized in the consolidated statement of profit or loss.

Impairment of non-financial assets

At each consolidated statement of financial position date, the Bank reviews the carrying
amounts of its non-financial assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable amount
of the asset is calculated in order to determine the extent of the impairment loss (if any). In case
the asset does not generate cash flows by itself, that are independent from other assets, the
Bank caiculates the recoverable amount of the cash-generating unit to which the asset belongs.
Intangible assets with indefinite useful lives are tested for impairment annually.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is written
downfreduced?? to its recoverable amount. Immediately an impairment loss is recognized in
operating results.

Financings

Financings are recognized initially at fair value net of transaction costs incurred, Subsequently,
the flnancings are recorded at amortized cost; any difference between proceeds net of
transaction costs and the redemption value is recognized in the consolidated statement of profit
or loss over the financing period, using the effective interest rate method.
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3.18

3.19

3.20

3.21

Securities sold under repurchase agreements

Securities sold subject to repurchase agreements are short-term financing backed securities
transactions in which the Bank has the obligation to repurchase the securities sold at a future
date at a specified period. The difference between the selling price and the value of future
purchase is recognized as interest expense under the effective interest rate method.

Employee benefits

Panamanian labor law requires that employers constitute a Severance Fund to guarantee
payment of seniority premiums and indemnity in cases of unjustified dismissals or resignation.
For the establishment of this fund, employers have to contribute to the fund based on 1.92% of
total salaries paid in the Republic of Panama and 5% of the monthly quota part of the indemnity.
Payments should be deposited on a quarterly basis in a trust. Such contributions are recognized
as expense in the results of operations. The Severance Fund is maintained in a private {rust
and it is managed by a separate entily of the Bank and its subsidiary.

Income tax

The income tax of the year comprises current tax and deferred tax. The income tax is
recognized in the results of operations for the current year. The current income tax refers to the
estimated payable on taxable income for the year, using the effective rate at the date of the
consolidated statement of financial position.

Deferred tax is calculated based on the liability method, on temporary differences between the
carrying values of assets and liabilities reported for financial purposes and the amounts used
for tax purposes, using the income tax rate in force at the date of the consolidated statement
of financial position. These temporary differences are estimated to be reversed in future dates.

Cash equivalents

For purposes of the consolidated statement of cash flows, cash equivalents includes cash,
demand and time deposits with banks with original maturities of three months or less as of the
acquisition date.

-19-



Unibank, S.A. and Subsidiary

Notes fo the consolidated financial statements
December 31, 2015

{In balboas)

4.

Financial risk instruments

4.1

4.2

Objectives of financial risk managements

The activities of the Bank are exposed to a several of financial risks and those activities include
the analysis, evaluation, acceptance and administration of certain degree of risks or
combination of risks. Taking risks is core to the financial business, and the operational risks
are an inevitable consequence of being in the business. Therefore,. the objective of the Bank
is to achieve an appropriate balance between risk and return and minimize the potential
adverse effects on the financial return of the Bank.

The activities of the Bank are mainly related with the use of financial instruments, and, as such,
the consolidated statement of financial position is mainly composed of financial instruments.
The Bank is therefore exposed to the following risks:

Credit risk
Liquidity risk
Market risk
Operational risk

The Board of Directors of the Bank has the responsibility to establish and overlook the policies
of financial instruments risk management. In that effect, it has appointed committees in charge
of the periodic management and to overlook the risks to which the Bank is exposed. The
commiltees are the following:

Audit Committee

Assets and Liabilities Commiltee (ALCO)

Risk Committee

Compliance Committee

Credit Committee

Steering Committee

Committee for Prevention of Money Laundering

e & o & o o 9

In addition, the Bank is subject to the regulations of the National Securities Commission of
Panama and the Superintendency of Banks of Panama, in relation to concentration risks,
liquidity and capitalization risk, among others.

Credit risk

Credit risk is the risk of a financial loss for the Bank that may take place if a client or a
counterparty of a financial instrument fails to meet their contractual obligations arising mainly
on loans to clients and investment securities.
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For purposes of risk management, the Bank considers and consolidates all the elements of
exposure of credit risk, debtor risk, country risk, and sector or industry risk. The credit risk that
originates in maintaining securities is managed independently, but informed as a component of

credit risk exposure.

The respective committees appointed by the Board of Directors periodically monitor the
financial condition of the debtors and issuers of negotiable instruments that involve a credit risk
for the Bank. The Credit Committee consists of members of the Board of Directors, credit
management staff, and representatives of the business areas. This Commiltee is in charge of
developing the changes to credit policies, and to present them to the Bank's Board of Directors.

The Bank has established certain procedures to manage credit risk summarized as follows:

Issuance of credit policies

Credit policies are issued and revised by recommendation of any member of the Credit
Committee or by the Vice-Presidents or Managers of Credit Banking, as well as by the control
areas, who must suggest by written considering the following factors;

Changes in market conditions.

Risk factors.

Changes in laws and regulations.

Changes in financial conditions and credit availability.
Other factors relevant at the moment.

e © & © o

All changes in policies or the issuance of new policies must be approved by the Credit
Committee, who in turn submits them to the Board of Directors for approval, issuing a
memorandum of instructions for subsequent disclosure and implementation.

Establishment of authorization limits

The limits for approval of credits depend on the significance of each amount refated to the
equity of the Bank. These limit levels are presented to the Credit Committee, who in turn
submits them for the approval of the Board of Directors of the Bank.

Exposure limits

To limit exposure, maximum limits have been set out for an individual debtor or economic group
based on capital funds of the Bank.
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Concenlration limits

To limit concentration per activity or industry, exposure limits have been approved Based on
capital distribution and the strategic orientation set for the loan portfolio.

The Bank has also limited its exposure in different geographical areas through the country risk
policy, in which countries have been defined where the Bank is willing to have expostre based
on its strategic plan; in turn, credit and investment exposure limits have been implemented in
such countries based on the credit rating of each one.

Counterparty maximum limits

In regards to counterparty exposure, limits have been defined based on risk rating of the
counterparty, as a proportion of the Bank's capital.

impairment and provisioning policies

Each business unit is responsible for the quality and performance of credit of their portfolios as
well as for control and monitoring of risks. However, through the Risk Department, which is
separate from the business areas, the debtor's financial condition and ability to pay is evaluated
periodically, giving primary importance to the biggest individual debtors. While the rest of the
loans that are not individually significant they are being followed up through the ranks of default
from their quotas, and the individual characteristics of such portfolios.
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The following table analyzes the loan porifolio of the Bank that is exposed to credit risk and its
corresponding assessment;

Loans receivable

2015 2014
Naximum exposure .
Book value 316,840,849 312,800,204
At amortized cost
Grade 1: Nomal! 316,562,108 313,494,823
Grade 2; Special menfion 1,360,967 914,059
Grade 3: Subnomal 499,841 37,425
Grade 4: Doubtful 33,070 183,972
Grade 5: Unrecowerable 141,214 606,610
Gross amount 318,597,200 315,236,889
Resene for impainnent (1,218,436) (1,424,716)
Interes! and commissions discounted uneamed (537,915} (1,011,968)
Net book value 316,840,849 312,800,204
Not delinquent or deteriorated
Grade 1 ' 316,562,108 313,494,823
Grade 2 1,360,967 914,059
Sub-total 317,923,075 314,408,882
Individually impaired
Grade 3 499,841 37,425
Grade 4 33,070 183,972
Grade 5 141,214 606,610
Sub-{otal 674,125 828,007
Reserve for impairment
Individual 448,018 563,008
Collective 770,418 861,618
Total 1,218,436 1,424,716

In the previous table, the major risk exposure factors and information of impaired assets have been
detailed, and the assumptions used for such disclosures are as follows:

o Impairment on loans - The impairment on loans is determined considering the principal and
interests, based on confractual terms. )

o Delinguencies with no impairment of loans - They are considered delinquencies without
deteriorating loans where payments of principal and interest contractually agreed are in
arrears, but the Bank believes that impairment is not appropriate considering the level of
guarantees available on the amounts owed to Bank.
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o Allowances for impairment - Allowances for impairment have been established based on
estimated expected losses in the loan portfolio. The main components of this allowance
are related to individual risks and the allowance for loan losses is collectively established.

e White-off policy - Loans are charged to losses when they are determined uncollectible. This
determination is taken after an analysis of financial conditions made from the time the
payment obligation was not performed and when it is determined that the guarantee is not

sufficient for full payment of the facility granted.

The Bank holds collaterals on loans granted to customers such as mortgages and other
guarantees. The fair value estimates are based on the value of the collateral according to the
loan period and are generally not updated unless the credit is deteriorating on an Individual

hasis.

The fair value of guarantees and other guarantees of the loans portafolio is detailed as follow:

Movable property

Inmovable property

Pledged deposits at the same bank
Pledged deposits in others bank
Collateral and others

Total

2015 2014
9,665,149 13,855,581
283,672,438 416,110,227
93,597,044 67,207,078
1,250,000 -
21,603,871 8,219,469
409,788,502 505,482,355

The following detail analyzes the securities avaiiable for sale and securities held to maturity
that are exposed to credit risk and its corresponding evaluation based on the degree of

qualification:

Securities Securities

available held to

2015 for sale maturity Total
Investment grade 2,031,618 83,898,470 85,930,088
Special monitoring - 928,252 928,252
Ungraded 2,000,000 19,707,700 21,707,700
4,031,618 104,534,422 108,566,040

.04 .



Unibank, S.A. and Subsidiaty

Notes to the consolidated financial statements
December 31, 2015

(in balboas)
Securities Securities
available held to
2014 for sale maturity Total
Investment grade 2,007,200 77,793,261 79,800,461
Special monitoring - 3,338,697 3,338,687
Ungraded 2,000,000 13,927,200 16,927,200
4,007,200 95,059,158 99,066,358

In the above table, the factors of greatest risk exposure have been detailed of the securities
available for sale and held to maturity.

To manage financial risk exposures of securities available for sale and securities held to
maturity, the Bank uses the indicators of external qualifiers, as detailed below:

Grade ratings External gqualification

AAA, AA+, AA-, A+, A BBB+, BBB, BBB-
Standard monitoring BB+, BB, BB-, B+, B, B-

Special monitoring CcCacC,D

Ungraded

Investment grade

Risk concentration of financial assets with credit risk disclostre

The Banks monitors the credit risk concentration by sector and geographic location. The
analysis of the credit risk concentration at the date of the consolidated statement of financial

" position is the following:

Bank
2015 depaosits Loans Investments
Concentration by sector:
Corporate and particulars - 317,597,200 64,134,991
Government . - - 25,344,515
Banks and financial institutions 105,838,900 1,000,000 19,086,534
105,838,900 318,597,200 108,566,040
Geographical concentration:
Panama 41,434,553 307,340,156 38,479,388
Latin America and the Caribbean - 6,740,154 4,662,255
United States of America 45,037,473 - 4,399,526
Others 19,366,874 4,516,890 61,024,871
105,838,900 318,697,200 108,566,040
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Bank
2014 deposits l.oans Investments
Concentration by sector:
Corporate and particulars - 315,236,889 61,416,823
Government - - 22,442 579
Banks and financial institutions 61,373,057 - 15,206,956
61,373,067 _ 315,236,889 _ 99,066,358
Geographical concentration: '
Panama 38,194,677 311,287,079 38,725,216
Latin America and the Caribbean - 785,774 -
United States of America 11,906,517 - 5,064,505
Others 11,271,863 3,164,036 55,276,638
61,373,057 315,236,889 _ 99,066,358
The geographical concentrations of loans are based on the debtor's location while investments
are based on the issuer's domicile.
4.3 Market risk

The Banks Is exposed to market risk, which is the risk that the fair value of future cash flows of
a financial instrument will fluctuate because of changes in market prices. Market risks arise
from open positions in interest rate, currency and stocks, which are exposed to general market
movements and specific changes in the level and volatility of market rates or prices such as
interest rates , credit spread, the exchange rates and stock prices.

Reports on market risks arising from marketable and non-marketable activities are presented
for assessment and consideration by the Risk Committee, and then submitted to the Board of
Directors for review and approval.

Negotiable portfolios include positions arising from transactions occurring in the market in which
the Banks act as principal with clients or with the market. Non-trading portfolios primarily arise
from the management of the Banks' interest rates and assets and liabilities of the commercial
banks,

As part of the market risk, the Bank is mainly exposed to the interest rate risk. For these
purposes, interest rate risk, cash flow and fair value mean as follows:

The interest rate risk of cash flows and the interest rate risk of fair value are the risks that future
cash flows and the value of a financial instrument will fluctuate because of changes in market
interest rates. Exposure to interest rate risk is reviewed by the Asset and Liability Committee
(ALCO) and the Risk Commitles.
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Risk market administration

To measure and control market risk, the Bank has limits such as net exposure by currency, per
issuer, country risk, size offering and time limits, among others. :

The following table summarizes the calculation of VaR (Value at Risk} for a portfolio of
investments at fair value of the Bank at the date of the consolidated financial statements :

2015 2014

VaR total 1,662,713 1,431,940

For the calculation of Value at Risk or VaR, the Bank uses a standard model which glves greater
weight to the most recent data, with a time horizon of 14 business days (2014 14 days) and
confidence level of 99%.

Although the modef of VaR is an important tool in measuring market risk, it involves the
following:

Normal market movements (major financial crisis are excluded).

Does not calculate the maximum loss of the portfolio.

Actual losses generated by the portfolio later, some will be above the VaR.

The Bank maintains its total portfolio in securities held to maturity, so the porifolio risk
is strictly credit.

¢ o & o

The limitations of the VaR methodology are recognized, but are complemented with other
structures of sensitivity limits, including limits to address potential concentration risks within

each trading portiolio.
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Exchange rale risk

It is the risk that the value of a financial instrument will fluctuate because of changes in
exchange rates of foreign currencies, and other financial variables as well as the reaction of

market participants to political and economic events.

The Bank has no significant proprietary positions in foreign currencies;‘ it only keeps
operating accounts to meet the demand of its customers.

The Bank maintains transactions of monetary financial instruments in the consolidated
statement of financial position, contracted in foreign currencies, which are presented below:

Sterling Swiss francs Canadian
Ettros Pounds Francs
expressed :
expressed expressed in USD expressed in
2015 in USD in USD usp Total

Bank deposits 3,251,216 1,679 484,020 1,085 3,738,000
Other assets (25,811 (1,120) {10,329) {73} (37,333)
Total assets 3,225,405 559 473,681 1,012 3,700,667
Customer deposits 3,244,566 - 483,992 827 3,729,385
Total liabilities - 3,244 566 - 483,992 827 3,729,385
Net positions (19,161) 559 {10,301} 185 (28,718)

Sterling Swiss francs Canadian

Euros Pounds Francs
expressed .
expressed expressed in USD expressed in
2014 in USD in USD ush Tofal

Bank deposits 2,117,459 93,087 374,450 1,742 2,586,738
Other assets 487 - - 37 524
Total assets 2,117,946 93,087 374,450 1,779 2,587,262
Customer deposits 2,100,573 91,313 373,619 1,481 2,566,986
Other liabilities 31,448 1,183 8,228 - 40,859
Total Habilities 2,132,021 92,496 381,847 1,481 2,607,845
Net positions {14,075) 591 (7,397) 298 (20,583)

Sensitivity analysis for the exchange rate risk is mainly considered in the measurement of the

position within a specific currenc

y. The analysis is to verify on a monthly basis how much would

the position in the functional currency represent on the currency to which it would be converting,

and consequently the combination
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Fair value hedge of interest rate risk

The interest rate risk of the cash flow and the interest rate risk of the fair value are the risks

that the future cash flows and the value of a financial instrument will fluctuate because of

changes in market interest rates.

The table below summarizes the Bank's expostres to Interest rate risk. This includes the

balances of the Bank’s financial instruments classified by categories by the earliest date

between the contractual restatement or the maturity date.

More No maturity
Up to 1-3 3-5 than nor

2018 1year years yearsg Eysars interest rate Yotal
Assets:
Demands deposils - - - - 8,046,100 8,046,100
Due from banks 97,792,800 - . - - 97,792,800
Investments available for sale - . 2,031,618 2,000,000 - 4,031,618
imestments held to matuiily 1,600,000 6,867,410 12,434,878 83,732,134 - 104,634,422
Loans 199,208,684 22,210,104 34,562,944 62,615,378 - 318,697,200
Total 298,501,484 20,077,604 49,020,440 148,347,512 8,046,100 533,002, 140
Liabllites:
Demand deposils - - - - 40,191,470 40,191,470
Savings deposils 62,768,267 - - - - 52,768,267
Time deposits 258,628,365 88,303,579 1,369,799 - - 348,301,743
Securilies sold under repurchase
agreements 41,568,210 - - - - 41,568,210
Commerclal papers 5,489,379 - - - - 6,409,379
Total 359,454,221 98,303,679 1,369,799 - 40,191,470 489,319,069
Total intorest rate sensitivity (60,952,737)  {59,225,975) 47,650,641 148,347,512 (32,145,370} 43,683,071

More No maturlty
Up to 13 3.5 than nor

2014 1vyear vears years 5 years interast rate Totat
Assels:
Demands deposlis - - - - 11,934,351 11,934,351
Due from banks 49,438,706 - - - - 49,438,706
Inestments aailable for sale 2,007,200 2,000,000 4,007,200
imestments held to maturity 500,000 3,449,765 4,627,526 86,481,867 95,050,158
Loans 170,279,211 38,365,002 34,887,060 71,704,707 - 315,236,889
Total 220,217,917 41,815,667 41,621,795 160,186,574 11,934,351 475,676,304
Liakllitles:
Demand deposits . - - - 42,442,423 42,442,423
Sanings deposits 56,319,107 - - - - 56,319,107
Time deposlts 248,150,780 51,102,172 5,473,000 - - 304,815,952
Securities sold under repurchase
agreaments 14,041,270 - - - - 14,041,270
Commercial papers 12,402,756 - - - - 12,402,756
Total 330,913,913 51,192,172 5,473,000 - 42,442,423 430,021,508
Total interost rate sensitivity (110,695,996} (8,376,505) 36,048,795 160,186,574 (30,508,072} 45,654,796
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The Bank’s Management, based on the requirements of IFRS 7, to assess the risks of interest
rates and their impact on the fair value of financial assets and fiabilities, performs simuiations
to determine the sensitivity of the financial margin rate change of interest.
The basis analysis carried out monthly by Management is to determine the impact on assets
and liabilities due to increases or decreases of 100 and 200 basis points in interest rates. The
following summarizes the impact on profit or joss:
100bp 100bp 200hbp 200bp
2015 increase decrease increase decrease
Year average 14,928 {14,928} 29,856 {29,856}
Year maximum 24,934 {24,934} 49,867 {49,867}
Year minimum 12,375 {12,375} 24,750 (24,750)
100bp 100bp 200bp 200bp
2014 increase decrease increase decrease
Year average 18,268 {18,268) 36,536 {36,5386)
Year maximum 23,943 {23,943} 47,886 {47,886)
Year minimum 14,359 {14,359} 28,718 (28,718)
At December 31, 2015, customer deposits accrued annual interest rates ranging from 0.25%
to 5.39% (2014: 0.14% to 5.39%).
4.4 Liquidity risk

Liquidity risk is the risk that the Bank is unable to meet all its obligations related to its financial
liabilities at their maturity date and to replace the funds when they are withdrawn. The
consequence may be the failure to meet its obligations and commitments to disburse loans.

Management process of liquidity risk

The risk management process of liquidity risk of the Company, includes:

¢ Managing and monitoring future cash flows to ensure that requirements can be met. This
includes replenisthing funds as they mature or are borrowed by customers, The Bank
maintains an active presence in global money markets to prevent any non compliance;

¢ Maintaining a portiolio of highly marketable assets that can be easily liquidated as
protection against any unforeseen availability of cash flow,

o Monitoring liquidity rate of the consolidated financial position against internal and
regulatory requirements;

¢ Managing the concentration and profite of the maturities of financial liabilities.

The Asset and Liability Committee (ALCO) reviews the management process detailed above. .
No esta en espariol.
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Monitoring and reporting, prepared by Management, becomes a tool for measuring and cash
flow projection for the next day, week and month respectively, as these are key periods for
liquidity management. The starting point for those projections is an analysis of the contractual
maturities of financial liabilities and the expected collection date of the financial assets.

Management also monitors medium-term assets, the level and type of debt obligation, the use
of overdraft facilities and the impact of contingent liabilities, such as 'standby' letters of credit
and guaraniees.

Liquidity risk exposure

The key measure used by the Bank for managing liquidity risk is the ratio of liquid assets {o net
deposits received from customers, Liquid assets are cash and cash equivalents and debt
securities, for which there is an active and liquid market less any deposit received from banks,
debt securities issued, other borrowings and commitments maturing within one month, A
similar calculation, but not identical, is used for measuring liquidity limits set by the Bank in
compliance with that indicated by the Superintendency of Banks of Panama with respect to
liquidity risk measurement.

Following is the legal fiquidity index corresponding to the margin of the net liquid assets over
deposits received from the Bank's customers at the date of the financial statements:

2015 2014
Year average 63.24% 65.65%
Year maximum 69.09% 78.04%
Year minimum 52.76% 54.71%

The Bank is exposed to daily requirements on its resources of funds availabie from overnight
deposits, current accounts, maturing deposits, foan disbursements and collateral and margin
requirements settled in cash.

The Bank maintains cash resources to meet all these needs, as experience shows that a
minimum level of reinvestment of funds that are maturing can be predicted with a high level of
security. The Board of Directors sets limits on the minimum proportion of available funds to meet
these requirements and the minimum level of interbank facilities.

The table below shows the discounted cash flows of financial assets and liabiiities exposed to

the Bank’s interest rate recognized in groups of contractual maturity. The flows expected from
these instruments may vary significantly from these analyzes.
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2015 Up to 1 From1to3 From3tob Over
year years years § years Total
Assets:
Demand deposits 8,046,100 - - - 8,046,100
Time deposils in banks 97,792,800 - - - 97,792,800
Securities available for sale - - 2,031,618 2,000,060 4,031,618
Securties held to malurty 1,500,000 6,867,410 12,434,878 83,732,134 104,534,422
Loans 199,208,684 22,210,494 34,562,944  62,615378 318,597,200
Total 306,547,584 20077604 49,029,440 148,347,512 533,002,140
Liabilities:
Demand deposits 40,191,470 - - - 40,191,470
Savings deposits 52,768,267 - - - 52,768,267
Time deposils 258,628,365 88,303,579 1,369,799 - 348,301,743
Securities sold under repurchase
agreement 41,668,210 - - - 41,568,210
Negotiable commercial securities 6,489,379 - - - 6,469,379
Total 399,645,691 88,303,579 1,369,799 - 489,319,069
Total sensitivity to interest rate (93,098,107)  (59,225,975) 47,659,641 148,347,512 43,683,071
2014
Uptod From1to3 From3toh Over
year years years S years Total
Assals:
Pemand deposits 11,934,351 - - - 11,934,351
Time deposits in banks 49,438,706 - - - 49,438,706
Securities available for sale 2,007,200 2,000,000 4,007,200
Securities held to maturity 500,000 3,449,765 4,627,526 86,481,867 95,059,158
Loans 170,279,211 38,365,902 34,887,069 71,704,707 315,236,889
Total 232,152,266 41,815,667 41,521,796 160,186,574 475,676,304
Liabilities:
Cemand deposits 42,442,423 42,442,423
Savings deposits 56,319,107 56,319,107
Time deposits 248,150,780 51,192,172 5,473,000 - 304,815,952
Securities sold under repurchase
agreement 14,041,270 - - - 14,041,270
Negotiable commarcial securities 12,402,756 - - - 12,402,756
Total 373,356,336 51,192,172 5,473,000 - 430,021,508
Totat sensitivity to interest rate {141,204,068)  (9,376,505) 36,048,795 160,186,674 45,654,796
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To manage liquidity risk arising from financial liabilities, the Bank maintains liquid assets such
as cash and cash equivalents and investment grade investments for which an active market
exists. These assets can be readily sold to meet liquidity requirements.
Off balance sheet items
The table below sumarizes the maturity structure of letters of credit, guarantees and operating
leasing commitments, based on the most recent maturity date:
2015 2014
Letter of credits 49,489 2,279,960
Guarantees and endorsements 2,565,632 3,195,938
Promissory notes 6,874,467 6,874,467
Credit lines 9,333,817 9,333,817
Total 18,823,405 21,684,182
4.5 Capital risk management

The Bank manages its capital to ensure:
o Compliance with requirements established by the Superitendency of Banks of Panama.
o Maintain a capital base, strong enough to support business performance.

The Bank, as an entity regulated by the Superintendency of Banks of Panama, is required to
maintain a total capital ratio measured on the basis of risk weighted assets.

The capital adequacy and the use of regulatory capital are monitored by the Bank's Management
based on guidelines and techniques developed by the Superintendency of Banks of Panama.
The information requirements are sent to the regulator on a quarterly basis.

The Bank analyzes its regulatory capital by applying the Agreements of the Superintendency of
Banks of Panama established for general license banks, based on Agreement 5-2008 of October
1, 2008 as amended by Agreement 4-2009 of July 9, 2009. '

The Panamanian Banking Law requires general license banks to maintain a minimum paid up
capital of B/.10,000,000, an equity of at least 8% of risk weighted assets, including financial
instruments outside the consolidated statement of financial position, For these purposes,
assets must be considered net of their respective allowances or reserves and with the weighted
considerations specified in the Agreement of the Superintendency of Banks of Panama.
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As established in the regulatory framework, capital requirements are measured as follows:

Primary capital - which includes the paid in share capital, disclosed reserves and retained
earnings. Paid in capital Is represented by common shares and non-cumulative perpetual
preferred shares issued and fully paid. Declared reserves are those identified as such by
the Bank coming from its accumulated earnings in their books to strengthen its financial
situation and subject to the provisions of Article 69 of the Banking Law,

Retained earnings are the earnings not distributed of the period and undistributed earnings
for prior periods.

Secondary Capital - It comprises hybrid capital instruments and debt, subordinated debt,
general loss reserves, undeclared reserves and revaluation reserves of assels.

To calculate the amount of the Bank's capital funds, the deductions to be made quarterly
should take into account, and as detailed below:

¢ The unconsolidated equity assigned to foreign branches.

» The un consolidated paid-in capital of the Bank's subsidiaries.

s The paid capital of non-banking subsidiaries. The deduction will include amounts
recorded under assets at the higher price paid - compared to the book value - in equity
investments in companies in the country and abroad.

o Assets corresponding to expenses or other items, which under generally accepted
accounting principles and International Financial Reporting Standards, correspond to
overvaluations or other forms of unrecognized losses, and losses experienced at any
time of year.

The Bank maintains a regulatory capital position which is composed as follows for the years
ended 2015 and 2014, which are detailed below:

2015 2014

Primary capital (Tier 1)
Commeon stock 60,000,000 60,000,000
Dynamic reserves 3,814,318 2,808,851
Accumulated deficit (4,556,717) (6,591,849)
Total 59,357,601 56,217,102
Risk welghted assets 310,858,771 319,991,647
Capltal adequacy ratio
Total regulatory capital expressed as a

percentage of weighted assets based on risk 19,09% 17.57%
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5.

Accounting estimates and crifical judgments and contingencies

The Bank applied the following assumptions {o estimate the fair value of each class of financial
instruments in the consolidated statement of financial position:

Demand deposits and time deposits - For these financial instruments, the carrying amount
approximates their fair value due to their short-term nature.

Investments in securities - For these securities, fair value is based on quoted market prices or
broker price quotations. Investments held to maturity are maintained at calculated discounted cash
flows. If a quoted reliable market price is not available, the fair value of the instrument is estimated
using price calculation models or techniques of discounted cash flows.

Loans - The estimated fair value of loans represents the discounted amount of eslimated future
cash flows expected to be received. Expected cash flows are discounted at current market rates to
determine their fair value.

Savings and demand deposits received- For savings and demand deposits received, the carrying
amount approximates their fair value due to their short-term nature.

Deposits received fixed term - For fixed-term deposits raceived, fair value is based on discounted
cash flows using market interest rates offered to new deposits with remaining maturity like.

Financings payable - The carrying amount of lcans payable with maturity of one year or less,
approximates their fair value due to their short-term nature. For obligations maturing over one year,
discounted cash flows are used at a current interest rate market to determine their fair value.

MNegotiable commercial securities and securities sold under repurchase agreements - To determine
the fair value of these financial instruments, cash flows are discounted at a current market interest
rate.

These estimates are subjective in nature, involve uncertainties and critical judgments and therefore can
not be determined with accuracy. Changes in assumptions or criteria can significantly affect the
eslimates.
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IFRS 13 specifies a hierarchy level of valuation techniques based on whether the information included in
those valuation techniques are observable or unobservable. The observable information reflects market
data from independent sources; the unobservable input reflects market assumptions. These two types of
information have set the following fair value hierarchy:

5.1

Level 1 - are quoted prices (unadjusted) in active markets for identical assets or liabilities for which
the entity has access to the measurement date.

Level 2 - Inputs other than quoted prices included in Level 1 that are observable, either directly (i.e.
as prices) or indirectly (i.e., derived from prices). This category includes valued instruments using
quoted prices in active markets for similar instruments, quoted prices for identical or similar
instruments in markets that are considered less than active or other valuation techniques where
data significant inputs are directly or indirectly observable in a market.

Level 3 - This category includes all instruments for which the input data are not based on observable
market information and they have a significant effect on the fair value measurement.

Fair value of the financial assets and financial liabilities that are measured at falr value on
a recurring basis

Some of the Bank's financial assets and financial liabilities are measured at fair value at the end of
each reporting period. The following table shows the information of how these assets at fair value
are determined:

Relatlonship of

Falr value
Financlal asset Docembor 31, TT” val;:e Valua!Lo: tet:hniqt:e(s) Signlﬁcaint m:obsewahla unobsarvable inputs to
2015 Horarchy and key inpu nput(s) fair value

Invesiments Quoted pi i "

avallable for 4,031,618  Lewetd usled pces in an aciive NIA NIA

markel
sala
Fair value Relationship of

Financial assot December 31,

Fair value Valuation technigue(s) Stgniffeant unohservable unobservable inputs to

2044 hierarchy and key inputs inpui{s) falr value
Imestments Quated pri i "
avallable for 4,007,200  Lewl 1 m:Oﬁ-ch prices In an actie NIA NIA

sale
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5.2 Fair value of financial assets and llabilitles that are not measured at fair value on a recurring
basis (but fair value disclosures are required)

The carrying value and fair vaiue of the main financial assets and liabilities that are not presented
in the consolidated statement of financial position at fair value of the Bank are summarized below:

2018 2014
Carrylng Fair Carrying Fair
value value value value
Financial assets:
Demand deposils 8,046,100 8,046,100 11,934,351 11,934,351
Time deposits 97,792,800 97,792,800 49,438,708 49,438,706
Investments hetd to maturity 104,497,522 102,468,664 95,059,168 96,291,438
Loans 316,840,849 319,364,199 315,236,889 315,368,084
527,177,271 527,671,763 471,669,104 473,032,579
Financial liabHities:
Demand deposits 40,191,470 40,191,470 42,442,423 42,442,423
Savings deposils 52,768,267 52,768,267 56,319,107 56,319,107
Time deposits 348,301,743 363,763,370 304,815,952 308,316,856
Securitles sold under repurchase
agreements 41,668,210 37,568,209 14,041,270 13,807,535
Megotiable commercial securities 6,488,379 6,580,985 12,402,756 12,536,723
489,319,069 500,862,311 430,621,508 433,422,644
Falr value hierarchy
2018 Level 1 L.evel 2 Level 3 Total
Financial assets:
Time deposits - - 97,792,800 97,792,800
Investments held to maturity 60,727,266 - 44,741,398 102,468,664
Loans - - 319,364,199 319,364,199
Financial liabilities:
Time deposits - - 363,753,370 363,763,370
Securities sold under repurchase
agreements - - 37,568,210 37,568,210
Fair value hierarchy
2014 Level 4 Level 2 Level 3 Total
Financial assets:
Time deposits - - 49,438,706 49,438,706
Investments held to maturity 71,033,925 - 25,257,513 096,291,438
Loans - - 315,368,084 315,368,084
Financial liabilities:
Time deposits - - 308,316,856 308,316,856
Securities sold under repurchase
- - 13,807,535 13,807,535

agreements
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Financial instruments Valuation techniques Levet
Local corporate bonds Quoted prices in active markels. 1
Republic of Panama bonds Quoted prices in active markets. 1
Local comporate bonds Discounted cash flows with discount rate. 3
Foreign corporate bonds Discounied cash flows with discount rate. 3

During 2015, there was a transfer of hierarchy levels of fair value on securities held to maturity from
Level 1 to Level 3 for B/.18,733,697, because they did not present sufficient volume in an aclive
market, by which fair value is determined through discounted cash flows.

6. Accounting estimates and critical judagments

The

Bank makes estimates and judgments that affect the reported amounts of assets and liabilities within

the next fiscal year. Estimates and judgments are continuously evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.

(a)

(b)

Impairment losses on non-performing loans - The Bank reviews its loan portiolio to assess
impairment at least on a quarterly basis. In determining whether an impairment loss should be
recorded in the consolidated statement of profit or loss, the Bank makes judgments and makes
decisions as to whether there is observable data indicating that there has been an adverse change
in the payment status of the debtors, or national or local economic conditions that correlate with
defaults on assets. The Bank's Management uses estimates based on historical loss experience for
assels with credit risk characteristics and objective evidence of impairment similar to those in the
portfolio when scheduling its future cash flows. The methodology and assumptions used to estimate
the amount and timing of future cash flows are reviewed regularly to reduce any differences between
loss estimates and actual loss experience.

Impairment of investment securities - The Bank determines which capital investments available for
sale are impaired when there has been a significant or prolonged decline in fair value below its cost.
This determination of what is significant or prolonged requires judgment. In making a judgment, the
Bank evaluates among other factors, the normal volatiity in share price. In addition, impairment may
be appropriate when there is evidence of deterioration in the financial health of the investee, industry
and sector performance, changes in technology, and operational and financing cash-flows.
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(c} Investment securities held to maturity - The Bank follows the guidance of IAS 39 on classifying non-
derivative financial assets with fixed or determinable payments and fixed maturity as held to maturity.
This classification requires significant judgment. In making this judgment, the bank evaluates its
intention and ability to hold such investments to maturity. If the Bank fails to keep these investments
to maturily, except than by circumstance - for example, selling an insignificant amount close to
maturity - it may be required to reclassify the entire category as available for sale. Therefore,
investments would be measured at cost and not fair value at amortized cost.

7. Balances and transactions with refated parties

Balances and fransactions with related parties included in the consolidated statement of financial position
and consolidated statement of profit or loss, are summarized below:;

2016 2014
Directors and Directors and
key key
management Reiated management Related
personnel parties personnel parties
Assets
Accounts receivable - 758,497 - 728,496
Loans 2,726,933 23,234,733 1,998,035 25,377,333
Accrued interest receivable 9,217 73,658 8,309 80,260
Liabitities
Depostis:
Demand deposits 162,596 171,193 52,257 829,345
Savings deposits 395,040 - 41,754 08,554
Time deposlits 2,214,248 1,500,000 1,454,668 1,813,223
Accrued interest payable 85,309 2,774 46,473 5,562
2015 2014
Directors and Directors and
key key
management Related managemert Related
personnel parties personnel parties
Interest income on loans 92,816 1,113,043 77,482 1,122,261
Interest expense on deposits 69,108 66,459 59,930 78,726
General and administrative expenses:
Key execulives salaries 1,651,874 - 1,405,471 -
- 578,849 - 578,849

Rental

Loans to related companies during 2015 amounted to B/.23,234,733 (2014: B/.25,377,333), at an
interest rate of 5% to 6.5%; several maturities up to 2017 (2014: 4.5% to 6% several malurities up to

2017).
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Loans to directors and key executives at December 31, 2015 amounted to B/.2,726,933 {2014:
B/.1,998,035) atf an interest rate of 2% to 11%; with various maturities up to 2044 (2014: 4% to 11%
with various maturities up to 2043).

The balances of pledged loans to refated companies, directors and key officers, B/. 12,826,069 (2014:
B/.12,885,890) and mortgages loans totaling B/.10,048,894 (2014: B/.10,539,403).
8. Cash, cash equivalents and hank deposits

Cash, cash equivalents and bank deposits are as follows:

2015 2014

Cash 4,251,919 1,867,470
Demand deposits 8,046,100 11,934,351
Time deposiis 97,792,800 49,438,706
Total cash, cash effects and deposits in 110,080,819 63,240,527

banks in the consolidated statement of financial position
Less :
Deposits in banks with original maturities
over 80 days (3,817,800) -
Total cash and cash equivalents in the consolidated

statement of cash flows. 106,273,019 63,240,527

The annual interest rates at December 31, 2015 that accrued time deposits ranged from 0.01% to
2.00% (2014: 0.01% to 1.10%).

9. Securities available for sale

Securities available for sale are comprised by the following:

1-5% 5-10 Fair Amortized
2015 yoars years value cost
Debt securities - private 2,031,618 2,000,000 4,031,618 4,000,000
1-5 5-10 Fair Amortized
2014 years years value cost
Debt sectiities - private 2,007,200 2,000,000 4,007,200 4,000,000

At December 31, 2015, the annual interest rates accrued by securities available for sale ranged from
4.00% to 6.00%. (2014: 4.00% to 6.00%).
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The change in fair value for securities available for sale during the period was an unrealized gain of
B/.24,418 (2014: B/.7,200) which is part of the valuation amount in equity.

The movement in securities available for sale are summarized as follows:

2015 2014
Available Available
for sale for sale

Balance at beginning of the year 4,007,200 -
Purchases - 2,000,000
Reclassifications held to maturity - 2,000,000
Net income arising from revaluation during the year 24,418 7,200

4,031,618 4,007,200

As indicated in Note 10, the Bank's Management, reclassified investments for B/.2,000,000, classified as
securitles held to maturily to securities available for sale.

During the year ended December 31, 2015, the Bank did not sell securities available for sale from its
portfolio.

On August 21, 2013, based on a change in its business model, the Bank notified the Superintendency of
Banks of Panama of the reclassification of investments classified as available for sale to investments held
to maturity for an amount of B/.29,047,366. Upon transfer, the balance recorded under equity as
unrealized joss on investments available for sale was of B/.2,894,282 which is being amortized over the
remaining period of the term of the securities reclassified. During the period ended December 31, 2015,
the amortized amount recognized in profit and loss amounted to B/. 304,549 (2014: B/.329,005) and the
remaining balance to be amortized is B/.2,135,126 (2014; B/.2,439,675).

10, Securities held to maturity

Securities held to maturity are as follows:

More than Amorlized Failr

2015 1-5years 5 -10 years 10 years cost value
Debt securities - privale 18,695,459 57,494 448 3,000,000 79,189,907 79,089,405
Debt securities - government 2,106,829 14,519,133 8,718,553 25,344,515 23,379,259
Total 20,802,288 72,013,581 11.718.553 104,534,422 102, 468,664
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More than Amortized Fair
2014 1 -5 years 5 -10 years 10 years cost value
Debt securilles - private 6,511,168 63,105,421 3,000,000 72,616,579 72,902,588
Debt securitles - govemment 540,115 13,164,895 8,737,569 22,442 579 23,388,850
Totat 7,051,273 76,270,316 11,737,569 95,059,158 96,291,438
The movement of securities held to maturity is summarized below.
20186 2014
Balance at beginning of the year 05,059,158 39,047,366
Purchases 15,399,991 74,813,551
Amortization of premiums and discounts (110,830} (117,057}
Sales and redemptions (5,813,837 (16,684,702}
Reclassifications - (2,000,000)
Balance at end of the year 104,534,422 95,059,158

As at 31 December 2015, the Bank provides financing payables and securities sold under repurchase
agreements with portfolio investments held to maturity for B/.54,862,955 (2014, B/.19,138,220).

During 2014, at the request of the Superintendency of Banks of Panama, through note SBP-DS-N-
4698-2014, the Bank's Management reclassified investments for B/.2,000,000 which were securities

classified as held to maturity to available-for-sale securities.

During the year ended December 31, 2015, the Bank performed sales and redemptions of investments
held to maturity for B/.5,813,837 (2014: B/.16,684,702) which resulted in a gain recognized for B/.304,751

{2014: loss of Bf.1,328), that Is included in the cansolidated statement of profit or foss.

During the year ended December 31, 2015, the Bank recognized a provision for impairment for

securities held to maturity for B/. 36,900,
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11, L.oans

Loans per category are listed below:

Internal sector

Corporate ioans
Consumer
Automobile
Residential mortgage
Overdrafts

Financial leasing, net

Total loans - Internal sector

External sector

Corporate loans
Overdrafts
Total {oans ~ External sector

Less:
Global aliowance
Unearned commissions

Total loans net

2015 2014
231,924,456 233,922,525
34,024,246 28,953,403
2,241,246 3,379,223
28,107,644 34,942,120
9,013,859 8,072,273
2,028,705 2,017,535
307,340,156 311,287,079
11,257,044 3,048,404
- 1,406
11,257,044 3,949,810
318,597,200 315,236,889
(1,218,436) (1,424,716)
(537,915) (1,011,969)
316,840,849 312,800,204

At December 31, 2015, the annual interest rates on loans and overdrafts ranged from 2% to 24% (2014:

2% to 24%).

As at December 31, 2015, based on the concentration greater than B/.2 million, leans held for
B/.57,221,624 representing 17% of the portfolio (2014: B/.76,614,384 representing 24% of the portfolio}
concentrated in 11 economic groups (2014: 15 groups), respectively, which in turn maintain cash
deposit guarantees for B/.45,000,287 (2014: B/.50,382,999).

The movement of the allowance for possible loan losses is summarized as follows:

Balance at beginning of the year
Provision charged to expense
t.oans wrilten-off

Balance at end of the year

2015 2014
1,424,716 1,955,418
513,679 (257,612)
(719,859) (273,090)
1,218,436 1,424,716
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The table below shows a detail of the portfolio by product type according to their classification as of

December 31:
2015 2014
Norigage Comercial Consurrption Tolal Norigage Coreercial Consumplion Totaf

Specialmention 128,087 1,222,903 9977 1,350,967 76,853 781,058 56,138 914,059
Substandard 401,023 - 98,818 499,841 - 87,425 37425
Doubtfol - . 33070 33,070 . 154,673 29,299 183872
Unrecaverabla 141,214 141,214 - 400,000 206,602 606,609
Total 528,110 1,222,903 283079 2,035,092 78,863 133571 329,471 1,742,065

At December 31, 2015, the portfolio of loans secured by deposits in the same bank amounted to
B/.101,459,047 (2014: B/.65,215,181), representing 31.8% (2014: 20.7%) of the fotal portfolio.

Financial leasing

The balance of financial leasing, net and the maturity profile of minimum lease payments are
summarized helow:

2015 2014
Up to 1 year 588,241 -
From 1 to b year 1,661,060 2,224,420
Total of minimum paymenis 2,249,301 2,224,420
Less: unearned interest (220,696) {206,885)
Total financial leasing, net 2,028,705 2,017,635
i2. Investment in associate
The investment in associate is detailed as follows:
2015 2014
% of % of
particfpation and  Amount of the  participation and  Amount of the
Name of assoclate Principal activity voting rights participations voting rlghts participations
lnvertis Securilies, S.A, Securily house 50% 1,824,004 50% 1,623,908
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The summary of financial information of investments in associates is as follows:

2015 2014
Assets 2,679,645 2,296,252
Liabilities 31,538 48,437
Equity 2,648,007 2,247,815
Income 1,865,986 1,640,535
Expenses 1,465,794 1,101,740
Profit for the year 400,192 538,795

The reconciliation of the financial information summarized above with the carrying amount of the
participation of Invertis Securities, S.A. recognized in the consolidated financial statements is presented

below:
2015 2014
Balance at beginning of the year 1,623,908 1,600,000
Equily interest 200,096 23,908
Balance at end of the year 1,824,004 1,623,908
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13.

- 14,

Property, furniture, equipment and improvements

Property, furniture, equipment and improvement are summarized as follows:

2015

Cost:

Balance af beginning of year
Additions

Balance atend of the year

Accumulated depreciation
Balance at beginning of year
Expenses of year

Balance atend of the year
Net batance

2014

Cost:
Balance at beginning of year
Additions

Balance at end of the year

Accumulated depreciation
Balance at beginning of year
Expenses of year

Balance at end of the year
Net balance

Assets held for sale

As at December 31, 2015, , together with other financial institutions, the Bank holds a trust of 8.6% in
the equity of an operator of a power plant classified as an asset held for sale for the nef amount of
B/.3,079,587 (2014: B/.4,200,321). This share corresponds to assets received by executing a
syndicated loan guarantee, where the financial institutions involved intend to sell the plant in the

shortest possible time.

During the 2015 period, loss adjustments were made due to a change in the fair value for the amount
of B/.1,120,734 (2014: B/.199,089), corresponding to 8.6% of participation in the decrease of the fair

Furniture Computer
and fixtures  equipment Improvements Buildings Total
1,491,327 1,907 658 2,963,260 761,849 7,124,084
118,167 96,446 131,342 - 345,956
1,809,494 2,004,104 3,094,592 761,849 7470039
544,197 1,206,208 482614 67,720 2,300,737
123,463 250,333 86,547 19,046 479,389
867,660 1,456,539 569,161 86,766 2,780,126
941,834 547,565 2,525,431 675,083 4,689,913
Furniture Computer
and fixtures  equipment Improvements Buildings Total
1,315,018 1,818,784 2,853,154 761,84¢ 6,748,805
176,309 88,874 110,086 - 375,279
1,491,327 1,907,658 2,983,250 761,849 7,124,084
431,532 959,397 398,877 48,674 1,838,480
112,665 246,809 83,737 19,046 462,257
544,197 1,206,206 482,614 67,720 2,300,737
947,130 701,452 2,480,636 624,129 4,823,347

value based on an appraisal performed by independent experis.
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15. Other assefs

Other assets are summarized as follows:

2015 2014
Intangible assets, net of amortization 2,950,480 891,896
Guarantee deposits 28,177 28,177
Taxes and prepaid expenses 260,170 240,200
Dewlopment assets 203,867 101,296
Adjudicated properties 750,409 91,123
Dismissal fund 262,008 195,625
Accounts receivable related pariies 758,497 728,496
Deferred tax 711,837 351,691
Accounts receivable employees 139,668 147,766
Accounts receivable - tax credits 566,669 449,136
Security development projects 132,960 54,000
Claim insurance 138,263 123,616
Assets in legal processes 371,210 168,743
Other assels 481,322 788,439
Total . 7,755,435 4,350,104

Assels in development consist primarily of costs incurred in the purchase and implementation of the
computerized systems platform for the management and reporting process in the Bank.

The tax credit receivables consisted of mortgage loans with preferential interest processed with the
Ministry of Economy and Finance pending receipt of the years 2013, 2014 and 2015.

Intangible assets with finite lives are represented by computer software and data processing licenses,
whose movement is presented below:

2015 . 2014
Balance at beginning of the year 891,896 657,936
Additions 2,216,420 354,888
Amortization of the year (157,836) (120,928)
Balance at end of the year 2,950,480 891,896
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16. Other liabilitles

Details of other liabilities are shown as follows:

2015 2014
Provisions for employee benefits 28,817 920,216
Payroll payable 381,439 191,925
Accrued expenses 198,829 224,206
FECI 172,106 155,360

1,016,803 764,750

Accounts payable

Deferred tax of liabilities 219,074 247,602
Non-recurring operations - foreign trade - 290,375
Accounts payable others 401,282 654,040
2,419,450 3,448,474
17. Financing payable
The terms and conditions of the financing received from the Bank are detailed balow.
Interest 2015
Type of financing rate Maturity Book value
Margin line 2.25% - 9,898,095
Margin line 2.18% - 4,787,702
Financing commerce 4.00% April 2016 1,000,000
Financing commerce 2.69% June 2016 3,000,000
18,683,797

Margin lines maintain an open malurity under daily review. The Bank maintains financings for
B/.18,683,797 (2014: B/.0) of which Bf.14,683,797 (2014: B/.0) are guaranteed with securities held to
maturity for B/.21,317,400.
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18.

19,

20,

Securities sold under repurchase agreements

At December 31, 2015, the Bank had obligations arising from securities sold under repurchase
agreements for B/.22,884,413 (2014: B/.14,041,270), maturing on March 29, 2016 and May 27, 2016
(2014: due on May 28, 2015). These obligations are secured by a selection of elements of the portfolio
of securities held to maturity in the amount of B/.36,179,158 (2014: B/.19,138,220) at a closing rate of

1.74% and 3.35% (2014: 1.44%).

Shareholder's equity

The authorized share capital of the Bank is represented by 60,000,000 {2014: 60,000,000) nominal
common shares at a par value of B/.1 (2014: B/.1) each. The total balance of the share capital is

B/.60,000,000.

Once dividends are declared, the shareholder has the right to receive them from time to time and is
entitled to one vote per share at meetings of shareholders.

Negotiable commercial securities

The Bank was authorized by Resolution SMV No. 498-13 of November 19, 2013 issued by the
Superintendency of Securities of Panama, to provide Negotiable Commercial Securities (VCNs)
through a public offer, for a nominal value of up to B /.50,000,000 with maturity up to one year from

the date of issue.

VCNs have been issued on a rotating basis, registered, with coupons, in denominations of B/.1,000
or its multiples and as many sets as the Bank deems appropriate according to their needs and market
demand. VCNs bear a fixed annual interest rate which will depend on the term of the securities and
be determined at the time the sale offer is made. Interest is paid monthly, bimonthly, quarterly or
semi-annually, depending on the series and may not be redeemed early. These VCNs are backed

by the general credit of the Bank.

Below are listed VCNs issued as of December 31, 2015:

Interest Book

Description Maturity rate value
Series F May 2016 3.50% 30,000
Series G June 2016 3.75% 4,000,000
Series H January 2016 3.75% 5,000,000
Series | October 2016 3.25% 500,000
Total : 6,530,000
Transaction cost : 40,621

Total net of transaction cost; 6,489,379

-49-



Unibank, S.A, and Subsidiary

Notes to the consolidated financial statements
December 31, 2015
(In balboas)

21. Other commissions earned and other income

Other commissions and other income are as follows:

2015 2014
Wire transfers 299,005 335,002
Banking senices 296,864 365,249
Letters of credit and documentary collections 34,705 34,085
Other commissions 90,831 18,285
721,405 752,621
Other income:
Net gain on foreign exchange curencies 87,882 90,128
Dividend income 11,136 2,550
Other income 297,427 253,990
398,445 346,668

22, Commission expenses and other general and administrative expenses

Dretails of commission expenses and other expenses are as follows:

2015 2014

Income expenses:
Cormrespondent banking relationships 95,983 101,332
Other commissions 75,271 53,831

171,254 155,163
Other general and administrative expenses:
Other taxes 636,073 601,733
Public senices 297,042 280,626
Technology senices 975,852 916,009
Maintenance and sunwillance 53,330 59,747
Stationary supplieé 54,933 62,298
Subscriptions 15,126 18,289
Insurances ‘ 56,136 50,796
Transportation 68,318 60,640
Others 821,156 394,261
Total 2,977,966 2,444,309
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23.

Commitments and contingencles

Commitments
The Bank maintains financial instruments outside the consolidated statement of financial position with

credit risks that arise in the normal course of business and which involve elements of credit and liquidity
risk.

Commercial letters of credit and promissory notes include exposure to some credit loss in the event of
default by the customer. The Banks’s credit policies and procedures to approve credit commitments and
financial guarantees are the same as those used for granting of loans that are recorded on the assets of

the Bank. ,
The Bank's Management does not anticipate that the Bank will incur in losses resulting from these

commitments and contingencies for the benefit of customers. At December 31, 2015, the Bank has no
contingency reserve for off-balance sheet credit risk because it has classified these transactions as normal

risk.
Contingencies

The summary of these fransactions with off-balance sheet credit risk:

2015 2014
Letters of credit 49,489 2,279,960
Endorsements and guarantees 2,565,632 3,195,938
Promissory notes 8,780,841 6,874,467
Credit lines 4,932 482 9,333,817
Total 16,328,444 21,684,182

At December 31, 2015, the Bank maintains commitments with third parties under operating leases of
properties, which expire on various dates over the next years. The amount of annual lease rentals for the
next five years is as follow:

Year Amount
20186 756,061
2017 761,863
2018 752,983
2019 712,518
2020 797,687

During the year ended December 31, 2015, the rental expense amounted to B/.687,356 (2014:
B/.677,566).
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24,

As at December 31, 2015, there are legal claims against the Bank in the amount of B/.6,052,994 (2014:
B/.0). The Bank's Management and its legal advisers do not believe that the results of these processes
have a material adverse effect on the consolidated financial position, consolidated financial performance

and operations of the Bank.

Income tax

The income tax returns of companies incorporated in the Republic of Panaima are subject to examination
by the tax authorities for the last three years, including the year ended December 31, 2015, according to
current fiscal regulations.

According fo current Panamanian tax legislation, companies are exempt from payment of income tax on
profits derived from foreign operations, interest earned on time deposits placed in local banks, interest
earned on Panamanian Government securities and securities issued through the Panama Stock

Exchange.

In reference to Law No.8 of March 15, 2010 in Official Gazette No. 26489-A, the general income tax rates
(ISR) are amended. For financial institutions, the current rate is 25% as of January 1, 2014,

By law No. 8 of March 15, 2010, the alternate calcuiation method of income tax called (CAIR) is eliminated
and is replaced with the presumption of Income Tax, forcing all entities that earn income in excess of one
million five hundred thousand dollars (B/.1,500,000), to determine the taxable amount of such tax, the
amount greater of: (a) the net taxable income calculated by the standard method established in the Tax
Code and (b) the net taxable income resulling from the application of four point sixty-seven percent
(4.67%) to total taxable income.

The expense of income tax is as follows:

2015 2014
Profit before income {ax 3,314,851 2,284,897
Less: tax effect - non-taxable income (7,650,462} (6,004,405)
Less: temporary difference from assets and liabilities 114,112 {512,898}
Plus: tax base effect - non-deduclible expenses 6,845,730 5,081,546
Less: loss carryforward (371,828) {371,828)
Tax base 2,252,503 A77 312
Current income fax expense 563,126 119,328
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The current income tax expense for the year is as follows:

2015 2014

Current 563,126 119,328
Deferred tax {388,674) (104,089)
Income taxe, net 174,452 - 15,239

As at 31 December 2015, the average effective rate of income tax caused was 5% (2014: 5%).

The
of B

deferred income tax asset included in the consolidated statement of financial position for an amount
/711,837 (2014: B/.351,691), is generated by the temporary tax difference in the application of the

reserve for uncollectible loans and recovery of tax losses. The liability for deferred income tax in the
consolidated statement of financlal position for an amount of B/.219,074 (2014:; B/.247,602), Is generated
by the temporary difference generated by the accelerated depreciation for tax purposes.

25.  General regulatory laws and aspects

(a)

()

()

Banking law

Banking operations in the Republic of Panama, are regulated and supervised by the Superintendency
of Banks of the Republic of Panama, according to the law established by Executive Decree No. 52 of
April 30, 2008, adopting the singie text of Decree Law No. 9 of February 26, 1998, as amended by
Decree Law No. 2 of February 22, 2008, whereby the banking system in Panama is established and
the Superintendency of Banks and the rules govemning it are created.

Financial fease law

Operations of financial companies in Panama are regulated by the Direclorate of Financial
Enterprises of the Ministry of Trade and Industry according fo the law established in Law No. 7 of July
10, 1990.

Regulatory standards issued by the Superintendency of Banks which began their lifefimes during
2014

General Resolution SBP-GJD-003-2013 of the Board of Directors dated July 9, 2013, which
establishes the accounting treatment for those differences arising from prudential regulations issued
by the Superintendency of Banks and International Financial Reporting Standards (IFRS), in such a
way that 1) the accounting records and financial statements are to be prepared in accordance with
IFRS as required by Agreement No. 006-2012 of December 18, 2012 and, 2) in the event that the
calculation of a provision or reserve under prudential rules applicable to banks, that presentadditional
specific accounting aspects to those required by IFRS is greater than the respective calculation under
IFRS, the excess of the provision or reserve under prudential standards will be recognized in a
regutatory provision in equity. This General Resolution took effect for accounting periods ending on
or after December 31, 2014.
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Subject to prior approval from the Superintendency of Banks, banks may reverse the estabiished
provision, partially or totally, based on the justifications properly evidenced and presented to the
Superintendency of Banks.

Agreement No. 004-2013 dated May 28, 2013, which establishes provisions on the management and
administration of the credit risk inherent to the loan portfolio and operations outside the statement of
financial position, including general classification criteria of credit facilities for the purpose of
determining the specific and dynamic provisions to cover the Bank's credit risk. In addition, this
agreement sets certain minimum required disclosures in line with IFRS disclosure requirements on
credit risk management and administration.

This Agreement supersedes Agreement No. 6-2000 of June 28, 2000 in its enfirely and all its
amendments, Agreement No. 6-2002 of August 12, 2002 and Article 7 of Agreement No. 2-2003 of
March 12, 2003, This agreement became effective on June 30, 2014,

Specific provisions

Agreement No. 004-2013 indicates that specific provisions arise from objective and concrete evidence
of impairment. These provisions must be established for credit facllities classified in the risk category
called special mention, substandard, doubtful or irrecoverable, both for the individual credit facilities as
well as to a group of such facilities. In case of a group, it corresponds to circumstances indicating the
existence of deterioration in credit quality, although individual identification is not yet possible.

The table below shows the balances of delinquent loans and overdue for major categories and amounts
of specific provisions for each portfolio as required by Article 29 of Agreement No. 004-2013:

20156 2014
Classification Portfolio Reserve Portfolio Reserve
Normal 316,562,108 - 313,494,824 -
Special mention 1,360,967 244,580 914,059 169,530
Subnarmal 499,841 46,9860 37,425 6,610
Doubtful 33,070 26,486 183,972 147,178
Unrecowverable 141,214 130,023 606,609 379,130
Total 318,597,200 448,019 315,236,889 702,448
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The classification of the loan portfolio by maturity profile is presented below:

2015 2044
Classification Valld Delinquent Past due Yotal Valld Dellnguent Pastdue Total
loans loans
Corparale loan 265,101,633 1,222,903 - 256,324,536 248,331,830 781,059 554,673 247,667,571
Consumer loan 61,460,475 138,064 674,125 62,272,664 67,162,985 {70425 235908 67,568,318
Tolat 316,562,108 1360967 674125 318,597,200 313,494,824 951484 790,581 315,236,889
Calctilation basis

The calculation is made based on the following weighting table and it is the difference between the
armount of the credif facility classified in the above menticned categories, and the present value of the
guarantee to mitigate the potential loss. If the difference is negative, the result is zero,

L.can categories Weighting
Special mention 20%
Substandard 50%
Doubtful 80%
Unrecowerable 100%

As of December 31, 2014, as a minimum, banks must calculate and maintain at all times the amount of
the specific provisions determined by the method specified in this agreement, which takes into account
the outstanding balance of each credit facifity classified in one of the categories subject to provision
mentioned in the previous paragraph; the present value of each benefit available as mitigating risk, as
required by type of guarantee in this agreement; and a table of weightings applied to the net balance
exposed {o loss of such credit facilities.

In case of an excess of a specific provision, calculated in accordance with this agreement on the
provision calculated according to IFRS, this excess shall be accounted for in a regulatory reserve in
equity which increases or decreases with allocations to or from the retained earnings. The balance of
the regulatory reserve will not be considered as capital funds for purposes of calculating certain ratios
or prudential ratios mentioned in the agreement.



Unibank, S.A. and Subsidiary

Notes to the consolidated financial statements
December 31, 2015
{in halboas)

An analysis of the effect from differences between IFRS provision and Agreement 4.-2013 resulting from
the regulatory provisions is shown below;

2015 2014
IFRS provision 1,218,435 1,424,715
Regulatory provsion:
Specific provision 448,019 702,448
770,416 722,267

Difference between IFRS’s provision and regulatory

Dynarmic provisioning

Agreement No. 4-2013 indicates that the dynamic provisioning is a reserve established to meet future
requirements for the establishment of specific provisions, which is governed by its own prudential
standards for banking regulation. The dynamic provision is constituted quarterly on credit facilities that
lack specific provision assigned, that is, on credit facilities classified under normal category.

The dynamic reserve is a heritage item that affects retained earnings. The credit balance of the dynamic
provision is part of the regulatory capital but cannot replace or compensate for the capital adequacy
requirements set by the SBP. This means that the dynamic reserve decreases the amount of retained
earnings of each bank to meet the minimum amount required. If that is insufficient, banks will have to
provide additional assets to comply with Agreement 4-2013.

At December 31, 2015, the amount of dynamic provisioning by component is as follows:

2015 2014
Component 1
By Alpha coefficient (1.50%) 3,109,133 2,776,068
Component 2
Quarterly variation by Beta coefficient (5.00%) 818,102 25,929
Component 3
Less: Quarterly positive variation of the specific reserve 22,029 6,954
Total dynamic provison (1.88 and 1.52%) 3,805,206 2,808,951

Restrictions:
Total dynamic provision:
Minimum (1.25% of the risk-weighted assets -
under normal category) 2,590,944
Maximum (2.50% of the risk-weighted assets -

under normal category)

2,313,391

5,181,889 4,626,781
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26,

By request of Agreement 4-2013, the Bank has made an appropriation of B/.3,905,206 to incorporate the
dynamic regulatory provision which is presented in the consolidated statement of changes in equity.

Foreclosed assels reserve

Agreement 3-2009 of the Superintendency of Banks states that the Bank should create a reserve account in
their equity account through appropriation of its profits whether from a prior period or from the same period.

As at December 31, 2015, the Bank has established reserves with the appropriation of its retained earnings
for foreclosed assets totaling B/.9,112 (2014: B/.0).

Approval of consolidated financial statements

These consolidated financial statements for the year ended December 31, 2015 were authorized by the
Board of Directors and approved for their issuance on March 29, 2016.

* ok ok ok ok ok
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