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Report of Independent Auditors 
 
 
 
 
 
 
 
The Board of Directors and Stockholders 
BDO Unibank, Inc. 
BDO Towers Valero 
8741 Paseo de Roxas, Salcedo Village 
Makati City, Philippines 
 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the financial statements of BDO Unibank, Inc. and subsidiaries (collectively 
referred to as the BDO Unibank Group) and of BDO Unibank, Inc. (the Parent Bank), which 
comprise the statements of financial position as at December 31, 2025 and 2024, and the 
statements of income, statements of comprehensive income, statements of changes in  
equity and statements of cash flows for each of the three years in the period ended  
December 31, 2025, and notes to financial statements, including material accounting policy 
information. 
 
In our opinion, the accompanying financial statements present fairly, in all material  
respects, the financial position of the BDO Unibank Group and of the Parent Bank as at  
December 31, 2025 and 2024, and their financial performance and their cash flows for each  
of the three years in the period ended December 31, 2025 in accordance with Philippine 
Financial Reporting Standards (PFRS Accounting Standards). 
 
Basis for Opinion 
 
We conducted our audits in accordance with Philippine Standards on Auditing (PSA).  Our 
responsibilities under those standards are further described in the  Responsibilities  
for the Audit of the Financial Statements section of our report.  We are independent of  
the BDO Unibank Group and of the Parent Bank in accordance with the Code of Ethics  
for Professional Accountants in the Philippines (Code of Ethics), as applicable to audits of 
financial statements of public interest entities, together with the ethical requirements that are 
relevant to audits of the consolidated financial statements of public interest entities in the 
Philippines.  We have also fulfilled our other ethical responsibilities in accordance with these 
requirements and the Code of Ethics.  We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 
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Key Audit Matter  Valuation of Loans and Other Receivables 
 
A key audit matter is a matter that, in our professional judgment, was of most significance in our 
audit of the financial statements of the current period.  This matter was addressed in the 
context of our audit of the financial statements as a whole, and in forming our opinion thereon, 
and we do not provide a separate opinion on this matter. 
 
Description of the Matter 

 
The BDO Unibank Group and the Parent Bank are required to recognize allowance for 
impairment on their loans and other receivables using the expected credit loss (ECL)  
model in accordance with PFRS 9, Financial Instruments.  As of December 31, 2025,  
the BDO Unibank Group and the Parent Bank had loans and other receivables amounting to 
P3,694,508 million and P3,566,865 million, respectively, net of allowance for impairment  
of P86,905 million and P83,955 million, respectively.  Loans and other receivables are the most 
significant resources which account for 68% and 69% of the BDO Unibank Group and the 

  
 
The allowance for impairment of loans and other receivables is considered to be a matter of 
significance as it requires the application of critical management judgment and use of 
subjective estimates in determining how much impairment loss is required to be  
recognized in the financial statements.  These judgment and estimates are disclosed in the 
BDO Unibank Group  and the in Notes 2 and 3 to the 
financial statements. 

 
The BDO Unibank Group and the Parent Bank use an ECL model in determining the impairment 
of their loans and other receivables.  The assessment of credit risk of a portfolio of assets entails 
estimations as to the likelihood of defaults occurring, the associated loss ratios and of default 
correlations of the related counterparties.  Furthermore, the BDO Unibank Group and the Parent 
Bank incorporated forward-looking information into both the assessment of whether the credit risk 
of an instrument has increased significantly from its initial recognition and the measurement of 
ECL.  The BDO Unibank Group and the Parent Bank have identified and documented key drivers 
of credit risk and credit losses for each loan portfolio and, using an analysis of historical data, 
have estimated relationships between macro-economic variables, credit risk and credit losses. 
 
The disclosures of the BDO Unibank Group and the Parent Bank on the allowance for 
impairment of loans and other receivables, and the related credit risk are included in Notes 4 
and 11 to the financial statements. 
 
How the Matter was Addressed in the Audit 
 
Our audit procedures to address the risk of material misstatement relating to the adequacy  
of allowance for impairment of loans and other receivables, included among others, evaluating 
the BDO Unibank  Bank  as to 
whether they: (a) are established and implemented consistent with the underlying principles of 
PFRS 9; (b) are appropriate in the context of the BDO Unibank 
lending activities and asset portfolio given different segments of credit exposures and the 
relevant regulatory framework; and, (c) are supported by pertinent processes and controls, 
including documentations of policies that capture in sufficient detail the judgment, including 
estimation applied in the  
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With respect to the use of judgment and estimation of inputs and assumptions used in the BDO 
Unibank Group  ECL model, our procedures included: 
 
 testing the design and operating effectiveness of relevant controls over credit review 

process as it relates to the determination of credit risk rating used in impairment 
provisioning; 
 

 assessing the appropriateness of portfolio segmentation by evaluating the homogeneity of 
credit risk characteristics and determining whether segmentation was consistently applied 
in the ECL model; 
 

 
assumptions used in the ECL calculation including testing the discriminatory power of the 
Internal Credit Risk Rating System for each loan portfolio across all quarters during the 
year; 
 

 evaluating the reasonableness of the credit risk ratings assigned to selected loan accounts 
to assess appropriateness of credit risk monitoring; 
 

 testing the loan classification and staging scheme based on the determined days past due 
and other qualitative factors, including proper tagging of non-performing loans; 
 

 evaluating quantitative and qualitative criteria in determining events that 
constitute default and significant increase in credit risk against the requirements set forth in 
PFRS 9; 
 

 for probability of default, assessing whether default events were properly identified within 
the observation period and reflected in the historical default rates; 
 

 for loss given default, testing the accuracy and completeness of historical recoveries and 
associated costs for each loan portfolio by inspecting relevant records of collections and 
disposals of related collaterals from selected defaulted accounts;  
 

 reconciling exposure at default against relevant loan databases; 
 

 on selected individually assessed loan accounts, evaluating the accuracy of 
forecast of recoverable cash flows based on agreed restructuring agreement and valuation 
of collaterals and estimates of recovery from other sources of collection;  
 

 for forward-looking information used, evaluating reasonableness and source integrity of the 
forecasted macro-economic assumptions used in the model, which include gross domestic 
product growth, unemployment rates and core inflation rates.  In addition, assessing the 
level of significance of correlation of selected macro-economic factors to the default rates 
as well as the impact of these variables to the ECL; and, 
 

 assessing the completeness and appropriateness of the disclosures in the financial 
statements in accordance with relevant reporting standards.  
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Other Information 
 
Management is responsible for the other information.  The other information comprises the 
information included in the BDO Unibank Group SEC Form 20-IS (Definitive Information 
Statement) and SEC Form 17-A, and Annual Report for the year ended December 31, 2025, 
but does .  The SEC  
Form 20-IS, SEC Form 17-A and Annual Report for the year ended December 31, 2025 are 

 
 
Our opinion on the financial statements does not cover the other information and we will not 
express any form of assurance conclusion thereon. 
 
In connection with our audits of the financial statements, our responsibility is to read the other 
information identified above when it becomes available and, in doing so, consider whether the 
other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audits, or otherwise appears to be materially misstated. 
 
Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 

 
Management is responsible for the preparation and fair presentation of the financial  
statements in accordance with PFRS Accounting Standards, and for such internal control as 
management determines is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error.  
 
In preparing the financial statements, management is responsible for assessing the BDO 
Unibank Group  ability to continue as a going concern, disclosing, as 
applicable, matters related to going concern and using the going concern basis of accounting 
unless management either intends to liquidate the BDO Unibank Group and the Parent Bank  
or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the BDO Unibank Group  and 

financial reporting process. 
 

 Financial Statements 
 

Our objectives are to obtain reasonable assurance about whether the financial statements as  
a whole are free from material misstatement, whether due to fraud or error, and to issue an 

but is not a guarantee that an audit conducted in accordance with PSA will always detect a 
material misstatement when it exists.  Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements. 
 
As part of an audit in accordance with PSA, we exercise professional judgment and maintain 
professional skepticism throughout the audit.  We also: 
 
 Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.  
The risk of not detecting a material misstatement resulting from fraud is higher than for  
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 
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 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the BDO Unibank Group  internal 
control. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 
 
 f 

accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the BDO Unibank 
Group  ability to continue as a going concern.  If we conclude that  
a material uncertainty exists, we are required to draw attention  
the related disclosures in the financial statements or, if such disclosures are inadequate,  
to modify our opinion.  Our conclusions are based on the audit evidence obtained up to  

 events or conditions may cause the  
BDO Unibank Group and the Parent Bank to cease to continue as a going concern. 

 
 Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 
 

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

 
We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 
 
We also provide those charged with governance with a statement that we have complied  
with relevant ethical requirements regarding independence, and communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, 
and where applicable, related safeguards. 
 
From the matters communicated with those charged with governance, we determine those 
matters that were of most significance in the audit of the financial statements of the current 
period and are therefore the key audit matters
report unless law or regulation precludes public disclosure about the matter or when, in 
extremely rare circumstances, we determine that a matter should not be communicated in  
our report because the adverse consequences of doing so would reasonably be expected  
to outweigh the public interest benefits of such communication. 
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Report on Other Legal and Regulatory Requirements 
 
Our audits were conducted for the purpose of forming an opinion on the basic financial 
statements taken as a whole.  As discussed in Note 31 to the financial statements, the Parent 
Bank presented the supplementary information required by the Bureau of Internal Revenue 
(BIR) under Revenue Regulations (RR) No. 15-2010 in a supplementary schedule filed 
separately from the basic financial statements.  RR No. 15-2010 requires the supplementary 
information to be presented in the notes to the financial statements.  The supplementary 
information for the years ended December 31, 2025 and 2024 required by the BSP as 
disclosed in Note 35 to the financial statements is presented for purposes of additional 
analysis.  Such supplementary information required by BIR and BSP is the responsibility of 
management.  The supplementary information is not a required part of the basic financial 
statements prepared in accordance with PFRS Accounting Standards; it is neither a required 
disclosure under the Revised Securities Regulation Code Rule 68 of the SEC. 
 
The engagement partner on the audit  
Jerald M. Sanchez. 
 
 
 PUNONGBAYAN & ARAULLO 
 
 
 
 
 By: Jerald M. Sanchez 
  Partner 
   
  CPA Reg. No. 0121830 
  TIN 307-367-174 
  PTR No. 10770774, January 6, 2026, Makati City 
  SEC Group A Accreditation 
   Partner - No. 121830-SEC (until financial period 2030) 
   Firm - No. 0002 (until financial period 2030) 
  BIR AN 08-002551-041-2025 (until November 11, 2028) 
  BOA/PRC Cert. of Reg. No. 0002/P-013 (until August 12, 2027) 
  
     
     February 27, 2026 
 
























































































































































































































































































































































