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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Shareholder
Banco General, S. A.

Opinion

We have audited the consolidated financial statements of Banco General, S. A. and subsidiaries
(“the Bank”), which comprise the consolidated statement of financial position as of December 31,
2019, the consolidated statements of income, comprehensive income, changes in equity and cash
flows for the year then ended, and notes, comprising a summary of significant accounting policies
and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Bank as of December 31, 2019, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We have conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities Related
to the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Bank in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) together with the ethics requirements that are
relevant to our audit of the consolidated financial statements in the Republic of Panama and we
have fulfilled all other ethical responsibilities in accordance with those requirements and with the
Code of Ethics of the IESBA. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the current period. These matters were addressed
in the context of our audit of the consolidated financial statements taken as a whole and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

© 2020 KPMG, una sociedad civil panamefia y firma de la red de firmas miembro independiente de KPMG, afiliadas a KPMG International Cooperative
(“KPMG International”), una entidad suiza. Derechos reservados.



Allowance for Loan Losses

See Notes 3(h), 8 and 34 to the consolidated financial statements

Key audit matter

How the key matter was addressed in our audit

The allowance for loan losses at amortized Our audit procedures, considering the use of
cost is considered one of the most significant specialists, included:

matters, as it requires management to apply
judgments and use assumptions in the
construction of the expected credit loss
(“ECL") model. The gross loan portfolio at
amortized cost represents 65% of the Bank’s
total assets as of December 31, 2019. The
allowance for loan losses at amortized cost
comprises the ECL as a result of the loan
rating model and the mechanism used to
determine the loans’ probability of default
according to the impairment stage assigned.

The model to estimate the ECL is determined
according to the grouping of loans with
similar credit risk characteristics, segmented
in methodologies for Consumer Banking and
Corporate  Banking. Both of these
methodologies consist on the estimates of
probability of default, loss given default,
forward-looking assessment and exposure at
default. The assessment of whether a loan
has presented a significant increase in credit
risk since initial recognition entails the
application of important judgment on these
methodologies. This constitutes a challenge
from an audit perspective, due to the
complexity in estimating the components
used to calculate and apply management’s
judgment.

Evaluating key controls on calculation of
delinquency, internal credit risk rating of
clients, verification of accuracy of clients’
information and on the used model and
methodologies.

Testing whether contractual cash flows of
loans at amortized cost represent SPPI.

For a sample of corporate loans, classified
by business activity or industry, and debtors
with changes in their credit risk rating based
on quantitative and qualitative factors;
inspecting the respective loan files, including
the debtors’ financial information, collateral
values as determined by qualified appraisers
that support credit operations and other
factors that could lead to an event of loss, to
determine the reasonableness of the credit
risk rating assigned by the Bank’s risk
officers.

Assessing the Bank’s applied methodologies

in the estimation model of ECL in
accordance with IFRS 9 Financial
Instruments, through the inspection of
policies, manuals, and methodologies

documented and approved by the Bank's
corporate governance.

Performing an independent assessment of
the inputs used in the Consumer and
Corporate Banking methodologies, and
recalculating according to the estimation
model of ECL for both methodologies.

Assessing management’s applied judgments
on assumptions related to the current
economic conditions and the considerations
on the forward-looking assessment that may
change the ECL level, based on our
experience and industry knowledge.




Valuation of Investments
See Notes 3(b), 3(h), 7 and 34 to the consolidated financial statements

Key audit matter How the key matter was addressed in our audit

As of December 31, 2019, investment Our audit procedures, considering the use of
securities at fair value through profit (FVTPL) specialists, included:

or loss and investment securities measured

at fair value through other comprehensive ¢ Assessing the key controls within the process

income (FVOCI) represent 27% of total of identification, measurement, and valuation
assets. The Bank uses external price risk management; and assessing the
vendors that provide pricing for most of methodologies, inputs, and assumptions used
these investments, and uses internal by the Bank in the determination of fair value.

valuation methodologies for those securities
for which pricing is not provided by external ¢ Testing valuation of instruments categorized

price vendors. as level 1, by comparing the fair value applied
by the Bank with public and observable
The fair value of investments determined market data.

through internal valuation models involve
judgments made by management and the < Assessing the fair value models and inputs

use of some inputs that are not readily used in the valuation of level 2 instruments by
available in active markets. Furthermore, the comparing observable market inputs with
valuation of investments, for which prices are independent sources and external market
provided by an external price vendors, data available.

require additional effort from auditors to
assert the reasonableness of their valuation. ¢ For a sample of investments with significant
unobservable valuation inputs (level 3),

Judgment involved in estimating an assessing the models used and approved by
investment's fair value when it includes the Bank's Corporate Governance and
some unobservable inputs (i.e. investments independent calculation of prices for such
categorized as Level 3 in the fair value investments.

hierarchy), are significant. As of December
31, 2019, investments categorized as level ¢ Obtaining type 2 reports (ISAE 3402) on

3 represented 22% of total investments internal controls of price vendor organizations
measured at fair value and 6% of total and assessing complementary controls
assets. indicated in those reports for relevance on

their Bank’s application.
Other Matter - Supplementary Information

Our audit was conducted with the purpose of expressing an opinion on the consolidated financial
statements considered as a whole. The supplementary information included in appendix 1 to 3 is
presented for the purpose of additional analysis and is not required as part of the consolidated
financial statements. This information has been subject to the audit procedures applied to the audit
of the consolidated financial statements and, in our opinion, is reasonably presented in all its
important aspects, related to the consolidated financial statements taken as a whole.

Responsibilities of Management and Those Charged with Governance in relation to the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and of the internal control that management considers
necessary to enable the preparation of consolidated financial statements that are free from material
misstatements, whether due to fraud or error.
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In the preparation of the consolidated financial statements, management is responsible for
assessing the Bank’s capacity to continue as a going concern, disclosing, as appropriate, issues
related to business as a going concern and using the basis of accounting for going concern, unless
management has the intention to liquidate the Bank or cease operations, or there is no other
realistic alternative.

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

Auditor's Responsibilities in Relation to the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance that the consolidated financial statements as a
whole, are free of material misstatements, due to fraud or error, and issue an audit report that
includes our opinion. Reasonable assurance is a high degree of assurance, but it does not
guarantee that an audit conducted according to ISAs will always detect a material misstatement
when it exists. Misstatements may be due to fraud or error and are considered material if,
individually or aggregated, may be reasonably expected to influence the economic decisions of
users based on these consolidated financial statements.

As part of an audit in accordance with ISAs, we apply our professional judgment and maintain an
attitude of professional skepticism throughout the audit. Also:

 We identify and assess the risks of material misstatement in the consolidated financial
statements, due to fraud or error, we design and apply audit procedures to respond to
those risks, and we obtain sufficient and appropriate audit evidence to provide a basis for
our opinion. The risk of not detecting a material misstatement due to fraud is higher than
that resulting from error, since fraud may imply collusion, forgery, deliberate omissions,
intentional erroneous comments, or override of internal control.

e We obtain an understanding of relevant internal control for the audit to design adequate
audit procedures to the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Bank’s internal control.

* We evaluate the appropriateness of accounting policies used and the reasonableness of
the accounting estimates and related disclosures made by management.

e We conclude on the management’s appropriate use of the going concern basis of
accounting and, based on the audit evidence obtained, we conclude whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Bank’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our audit report about the corresponding
disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our audit report. However, future events or conditions may cause the Bank to
cease to continue as a going concern.

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




e We obtain sufficient and appropriate evidence regarding the financial information of the
entities or business activities within the Bank to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and execution of the
group’s audit. We are solely responsible for our audit opinion.

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

We also provided to those charged with corporate governance a declaration of compliance with the
relevant ethical requirements regarding independence and we communicated all relations and other
matters that we consider may reasonably affect our independence and, when applicable, the
corresponding safeguards.

Among the matters communicated to those charged with corporate governance, we determined
those that have been the most significant throughout the audit of the consolidated financial
statements of the current period and are, consequently, the key audit matters. We describe these
matters in our audit report unless legal dispositions or requirements prohibit the public disclosure of
the issue, or when extremely infrequent circumstances, we determine that a matter should not be
communicated in our report because it could reasonably be expected that the adverse
consequences of doing so would outweigh the public interest benefits of such communication.

The partner in charge of the audit who has prepared this independent auditors’ report is Ricardo A.
Carvajal V.

KPMG (SIGNED)

Panama, Republic of Panama
January 30, 2020




BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Consolidated Statement of Financial Position
December 31, 2019

(Expressed in Balboas)

Assets
Cash and cash items

Deposits with banks:
Local demand deposits
Foreign demand deposits
Local time deposits
Accrued interest receivable
Total deposits with banks
Total cash, cash items and deposits with banks

Investments and other financial assets at FVTPL

Investments and other financial assets at FVOCI

Investments and other financial at amortized cost, net
Accrued interest receivable

Investments and other financial assets, net

Loans
Accrued interest receivable
Less:
Loan losses allowance
Unearned commissions
Loans, net

Investments in associates

Properties, furniture, equipment and improvements, net of accumulated

depreciation and amortization

Right-of-Use Assets, net

Customer liabilities under acceptances

Investments and other financial assets sold pending settlement

Deferred tax assets

Goodwill and other intangible assets, net
Foreclosed assets, net

Other assets

Total assets

5and 6

10

11

12
28
13
14

2019 2018
206,185,414 202,536,914
141,796,040 130,182,265
190,730,409 194,761,974
191,762,241 166,721,311

2,931,780 2,615,430
527,220,470 494,280,980
733,405,884 696,817,894
679,234,360 782,191,195

4,294,206,345 4,394,859,981
0 10,948,692
0 978
4,973,440,705 5,188,000,846

12,083,688,894
45,706,607

165,158,800
43,302,329

11,952,384,674
43,167,150

158,531,274
41,104,450

11,920,934,372

11,795,916,100

24,881,185

241,433,458

20,173,849

15,956,566
435,826,300
40,356,757
57,221,325
22,260,926
237,829,761

26,034,716

234,404,923

0

14,959,284
389,698,425
38,107,649
59,838,713
15,003,598
245,374,362

18,723,721,088

18,704,156,510

The consolidated statement of financial position should be read along with the accompanying notes

which are an integral part of the consolidated financial statements.




Liabilities and Equity

Liabilities:
Deposits:

Local:
Demand
Savings
Time:

Customers
Banks

Foreign:
Demand
Savings
Time:

Customers
Accrued interest payable
Total deposits

Financing:
Securities sold under repurchase agreements
Borrowings and debt securities issued, net
Perpetual bonds
Accrued interest payable

Total financing

Lease Liabilities

Acceptances outstanding

Investments and other financial assets purchased pending settlement
Reserves of insurance operations

Deferred tax liabilities

Other liabilities

Total liabilities

Equity:

Common shares
Legal reserves
Capital reserves
Retained earnings
Total equity

Commitments and contingencies

Total liabilities and equity

15

16
18
19

20

12
21
28
17

24

29

2019

2,482,028,648
3,474,838,957

5,869,300,607

2018

2,752,026,295
3,283,113,208

5,503,234,018

98,725,592 130,458,385
126,234,642 83,905,776
123,406,270 232,049,923
280,733,231 243,519,425
112,773,741 99,032,395

12,568,041,688 12,327,339,425
403,947,411 0
1,914,581,302 2,886,528,342
217,680,000 217,680,000
15,523,759 19,147,004

2,551,732,472

3,123,355,346

20,869,766

15,956,566
661,020,353
19,023,983
4,174,111
400,163,248

0

14,959,284
561,836,021
17,648,645
3,469,408
470,525,852

16,240,982,187

16,519,133,981

500,000,000
189,514,475
90,124,875
1,703,099,551

500,000,000
182,098,343
4,642,044
1,498,282,142

2,482,738,901

2,185,022,529

18,723,721,088

18,704,156,510




BANCO GENERAL, S. A. AND SUBSIDIARIES

(Panama, Republic of Panama)
Consolidated Statement of Income
For the year ended December 31, 2019

(Expressed in Balboas)

Interest and commission income:
Interest:
Loans
Deposits with banks
Investments and other financial assets
Commissions on loans
Total interest and commission income

Interest expenses:

Deposits

Borrowings and debt securities issued
Total interest expenses
Net interest and commission income

Provision for loan losses, net

Provision for impairment of investments, net

Provision for foreclosed assets, net

Net interest and commission income,
after provisions

Other income (expenses):
Fees and other commissions
Insurance premiums, net
Gain (loss) on financial instruments, net
Other income, net
Commission expenses and other expenses
Total other income, net

General and administrative expenses:
Salaries and other personnel expenses
Depreciation and amortization

Properties, furniture and equipment expenses

Other expenses
Total general and administrative expenses
Net operating income

Equity participation in associates
Net income before tax

Income tax, net

Net income

The consolidated statement of income should be read along with the accompanying notes which are an
integral part of the consolidated financial statements.
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31
7 and 25

26
13 and 20

27
10 and 11

28

2019

841,043,238
9,325,903
189,475,461
46,300,912

2018

781,358,271
7,932,023
168,763,694
45,511,659

1,086,145,514

1,003,565,647

262,369,392 229,386,783
124,594,527 123,245,302
386,963,919 352,632,085
699,181,595 650,933,562
41,953,835 41,983,447
1,141,243 1,937,809
1,827,973 1,882,475
654,258,544 605,129,831
229,220,594 212,896,602
33,930,416 29,997,713
15,347,617 (11,538,237)
28,607,715 25,649,325
(94,963,682) (85,278,007)
212,142,660 171,727,396
178,976,862 173,009,468
28,600,218 24,983,778
22,315,771 25,306,097
78,281,956 70,667,643
308,174,807 293,966,986
558,226,397 482,890,241
10,897,963 9,934,441
569,124,360 492,824,682
64,858,040 58,616,476
504,266,320 434,208,206




BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Consolidated Statement of Comprehensive Income
For the year ended December 31, 2019

(Expressed in Balboas)

2019 2018
Net income 504,266,320 434,208,206
Other comprehensive income (expense):
Items that are or may be reclassified to the consolidated statement of income:
Valuation of investments and other financial assets:
Net changes in valuation of investments at FVOCI 74,232,682 (40,688,414)
Transfer to profit or loss for sales of investments at FVOCI 15,218,788 (8,327,395)
Credit risk valuation 1,142,551 1,936,501
Valuation of hedging instruments (5,111,190) (2,036,539)
Total other comprehensive income (expense), net 85,482,831 (49,115,847)
Total comprehensive income 589,749,151 385,092,359

The consolidated statement of comprehensive income should be read along with the
accompanying notes which are an integral part of the consolidated financial statements.




BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Consolidated Statement of Changes in Equity
For the year ended December 31, 2019

(Expressed in Balboas)

Balance as of December 31, 2017

Changes due to adoption of IFRS 9
Balance as of January 1, 2018

Net income

Other comprehensive income (expense):

Items that are or may be reclassified to the consolidated statement of income:

Valuation of investments and other financial assets:
Net changes in valuation of investments at FVOCI
Transfer to profit or loss for sales of investments at FVOCI
Credit risk valuation

Valuation of hedging instruments

Total other comprehensive expense, net

Total comprehensive income

Transactions with owner:

Dividends paid on common shares

Complementary tax

Transfer of retained earnings

Total transactions with owner

Balance as of December 31, 2018

Net income

Other comprehensive income (expense):

Items that are or may be reclassified to the consolidated statement of income:

Valuation of investments and other financial assets:
Net changes in valuation of investments at FVOCI
Transfer to profit or loss for sales of investments at FVOCI
Credit risk valuation

Valuation of hedging instruments

Total other comprehensive income (expense), net

Total comprehensive income

Transactions with owner:

Dividends paid on common shares

Dividends tax

Complementary tax

Transfer of retained earnings

Total transactions with owner

Balance as of December 31, 2019

Capital reserves

Valuation of Valuation Total
investments and of hedging capital Retained Total
other financial assets  instruments reserves earnings equity

179,461,247 35,796,615 0 36,796,615 1,329,584,948 2,045,842,810

0 16,961,276 0 16,961,276 500,791 17,462,067

179,461,247 52,757,891 0 53,757,891 1,330,085,739 2,063,304,877

0 0 0 0 434,208,206 434,208,206

0 0 0 (40,688,414) 0 (40,688,414) 0 (40,688,414)
0 0 0 (8,327,395) 0 (8,327,395) 0 (8,327,395)
0 0 0 1,936,501 0 1,936,501 0 1,936,501
0 0 0 0 (2,036,539) (2,036,539) 0 (2,036,539)
0 0 0 (47,079,308) (2,036,539) (49,115,847) 0 (49,115,847)
0 0 0 (47,079,308) (2,036,539) (49,115,847) 434,208,206 385,092,359
0 0 0 0 0 (261,800,000) (261,800,000)
0 0 0 0 0 (1,574,707) (1,574,707)
0 2,637,096 0 0 0 (2,637,096) 0
0 2,637,096 0 0 0 (266,011,803) (263,374,707)
0 182,098,343 5,678,583 (2,036,539) 4,642,044 1,498,282,142 2,185,022,529
0 0 0 0 504,266,320 504,266,320

0 0 0 74,232,682 0 74,232,682 0 74,232,682
0 0 0 15,218,788 0 15,218,788 0 15,218,788
0 0 0 1,142,551 0 1,142,551 0 1,142,551
0 0 0 0 (5,111,190) (5,111,190) 0 (5,111,190)
0 0 0 90,594,021 (5,111,190) 85,482,831 0 85,482,831
0 0 0 90,594,021 (5,111,190) 85,482,831 504,266,320 589,749,151
0 0 0 0 0 (287,980,000) (287,980,000)
0 0 0 0 0 (1,308,692) (1,308,692)
0 0 0 0 0 (2,744,087) (2,744,087)
0 7,416,132 0 0 0 (7,416,132) 0
0 7,416,132 0 0 0 (299,448,911) (292,032,779)
0 189,514,475 96,272,604 (7,147,729) 90,124,875 1,703,099,551 2,482,738,901

The consolidated statement of changes in equity should be read along with the accompanying notes which are an integral part of the consolidated financial statements.




BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Consolidated Statement of Cash Flows
For the year ended December 31, 2019

(Expressed in Balboas)

Operating activities:
Net income
Adjustments to reconcile net income and cash
from operating activities:
Provision for loan losses, net
Provision for valuation of investments, net
Provision for foreclosed assets, net
Unrealized loss on investments and other financial assets
Unrealized (gain) loss on derivative instruments
(Gain) loss on sale of investments and other financial assets at FVTPL, net
(Gain) loss on sale of investments and other financial assets at FVOCI
Realized loss (gain) on derivative instruments
Foreign exchange fluctuations, net
Gain on sale of fixed assets, net
Deferred income tax, net
Depreciation and amortization
Amortization of intangible assets
Equity participation in associates
Interest income
Interest expense
Changes in operating assets and liabilities:
Time deposits with banks
Investments and other financial assets at fair value through profit or loss
Loans
Unearned commissions
Tax credit from preferential interest
Other assets
Demand deposits
Savings deposits
Time deposits
Reserves of insurance operations
Other liabilities
Cash provided by operations:
Interest received
Interest paid
Dividends received
Total
Cash flows from operating activities

Investing activities:
Purchases of investments and other financial assets at FVOCI
Sale and redemptions of investments and other financial assets at FVOCI
Purchases of securities at amortized cost
Redemptions of securities at amortized cost
Investments in associates
Sale of properties, furniture and equipment
Acquisition of properties, furniture and equipment
Cash paid in business acquisitions, net
Cash flows from (used) in investing activities

Financing activities:
New borrowings and debt securities issued
Redemption of debt securities issued and cancellation of borrowings
Securities sold under repurchase agreements
Payment of lease liabilities
Dividends paid on common shares
Complementary and dividends tax
Cash flows used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The consolidated statement of cash flows should be read along with the accompanying notes

which are an integral part of the consolidated financial information.
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Note 2019 2018
504,266,320 434,208,206
8 41,953,835 41,983,447
1,141,243 1,937,809
14 1,827,973 1,882,475
25 4,551,921 5,561,507
25 (5,046,368) 3,046,425
25 (15,609,839) 2,053,530
25 (1,704,461) 7,826,666
25 2,461,130 (6,949,891)
26 218,819 1,328,557
26 (261,176) (319,475)
28 (1,544,405) (3,771,875)
10 and 11 28,600,218 24,983,778
13 2,617,388 2,617,387
9 (10,897,963) (9,934,441)
(1,039,844,602) (958,053,988)
386,963,919 352,632,085
(25,040,930) 5,932,732
114,731,039 (172,564,790)
(166,630,529) (475,020,948)
2,197,879 2,849,696
8 (46,133,208) (40,823,558)
14,298,736 (53,219,068)
(227,668,781) 341,547,043
83,082,096 116,608,212
371,547,602 311,724,689
1,375,338 649,353
113,064,979 66,048,100
1,040,449,020 951,656,920
(376,881,581) (343,082,897)
26 2,345,418 5,089,377
296,164,710 184,218,857
800,431,030 618,427,063
(5,061,831,568)  (5,309,796,603)
5,163,845,991 4,664,695,919
0 (67,150,000)
10,950,000 56,200,000
12,051,494 5,975,478
280,099 473,791
10 (31,899,165) (36,342,865)
0 (377,215)
93,396,851 (686,321,495)
162,591,685 801,199,610
(1,154,050,894) (565,126,868)
403,947,411 (45,814,600)
20 (3,052,594) 0
(287,980,000) (261,800,000)
(4,052,779) (5,816,690)
(882,597,171) (77,358,548)
11,230,710 (145,252,980)
527,481,153 672,734,133
5 538,711,863 527,481,153




BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements
December 31, 2019

(Expressed in Balboas)

Index of Notes to the Consolidated Financial Statements:

1. General Information 20. Lease Liabilities

2. Basis of Preparation 21. Reserves of Insurance Operations

3.  Summary of Significant Accounting Policies 22. Concentration of Financial Assets and

Liabilities

4. Balances and Transactions with Related 23. Segment Information
Parties

5. Cash and Cash Equivalents 24. Equity

6. Deposits with Banks 25. Gain (Loss) on Financial Instruments, Net

7. Investments and Other Financial Assets 26. Other Income, Net

8. Loans 27. Personnel Benefits

9. Investments in Associates 28. Income Tax

10. Properties, Furniture, Equipment, and 29. Commitments and Contingencies
Improvements

11. Right-of-Use Assets 30. Investment Entities and Separate Vehicles

12. Sales and Purchases of Investments and 31. Structured Entities

Other Financial Assets Pending Settlement

13. Goodwill and Intangible Assets, Net 32. Derivative Financial Instruments

14. Foreclosed Assets, Net 33. Fair Value of Financial Instruments

15. Deposits Received 34. Financial Instruments Risk Management

16. Securities Sold Under Repurchase 35. Critical Accounting Estimates and Judgments
Agreements in Applying Accounting Policies

17. Other Financial Liabilities at Fair Value 36. Main Applicable Laws and Regulations

18. Borrowings and Debt Securities Issued, Net

19. Perpetual Bonds
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BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements

December 31, 2019

(Expressed in Balboas)

(1)

General Information

Banco General, S. A. is incorporated under the laws of the Republic of Panama since 1954
and started operations in 1955. The Bank operates under a general license granted by the
Superintendence of Banks of Panama which allows it to engage in the banking business in
Panama or abroad. Banco General, S. A. and its subsidiaries will be referred to collectively as
“the Bank”.

The Bank provides a wide variety of financial services, mainly corporate, mortgage and
consumer banking, investment, insurance, reinsurance, wealth management, pensions,
retirement and severance funds.

The Bank has a network of Representation Offices in the following countries: Colombia,
Mexico, El Salvador, Guatemala and Peru.

Grupo Financiero BG, S. A., a 59.97% (2018: 60.07%) subsidiary of Empresa General de
Inversiones, S. A., owns 100% of the common shares issued and outstanding of Banco
General, S. A.

Banco General, S. A. owns 100% of the following subsidiaries which form part of the
consolidation:

e Finanzas Generales, S. A. and subsidiaries: financial lease and loans in Panama. It in turn
has the following subsidiaries:
e BG Trust, Inc.: trust administration in Panama.
e Vale General, S. A.: administration and marketing of pretax food and health related

contributions in Panama.

e BG Investment Co., Inc.: securities brokerage, assets management and brokerage
company in Panama.

e General de Seguros, S. A.: insurance and reinsurance in Panama.

e Overseas Capital Markets, Inc.: holder of shares in the Cayman Islands. It in turn has the
following subsidiaries:
e Banco General (Overseas), Inc.: international banking in the Cayman Islands.
¢ Commercial Re. Overseas, Ltd.: international reinsurance in the British Virgin Islands.

e BG Valores, S. A.: securities brokerage, asset management and brokerage company in
Panama.

e Banco General (Costa Rica), S. A.: banking business in Costa Rica.

e ProFuturo Administradora de Fondos de Pensiones y Cesantia, S. A.: management of
pension and retirement, severance and investment funds in Panama.

On July 31, 2018, Finanzas Generales, S. A., through its subsidiary Vale General, S. A,

acquired 100% of the shares of Pases Alimenticios, S. A. As of August 1, 2018, income and
expenses are presented as an integral part of the consolidated statement of income.
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BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements

(2)

(3)

As of September 30, 2018, Vale General, S. A. absorbed by merger the subsidiary Pases
Alimenticios, S. A., all assets, liabilities and equity accounts of this company were
incorporated into the statement of financial position of the subsidiary Vale General, S. A. as of
that date.

The Bank’s main office is located at Banco General Tower, Marbella Urbanization, Aquilino
de la Guardia Avenue, Panama City, Republic of Panama.

Basis of Preparation

(a) Statement of Compliance
The consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) issued by the International
Accounting Standard Board (IASB).

These consolidated financial statements were reviewed by the Board of Directors’ Audit
Committee and authorized for issuance by the Board of Directors on January 30, 2020.

(b) Basis of Measurement
These consolidated financial statements have been prepared on a historical cost basis
or amortized cost, except for financial assets and liabilities at fair value, securities at fair
value through other comprehensive income and derivative financial instruments, which
are measured at fair value; and foreclosed assets, which are measured at the lower of
their carrying value or estimated value of realization.

The Bank initially recognizes loans and receivables and deposits on the date on which
they originated. All other financial assets (including assets designated at fair value
through profit or loss) are recognized on the trade date initially, which is the date on
which the Bank compromises to buy or sell an instrument.

(c) Functional and Presentation Currency
The consolidated financial statements are expressed in balboas (B/.), the monetary unit
of the Republic of Panama, which is at par and freely exchangeable with the United
States dollar (US$). The Republic of Panama does not issue its own paper currency
and, in lieu, the dollar ($) of the United States of America is used as legal tender and
functional currency.

Summary of Significant Accounting Policies
The accounting policies detailed as follows have been consistently applied by the Bank to all
periods presented in these consolidated financial statements except, where the policies of
lease were modified by the adoption of IFRS 16:

(a) Basis of Consolidation
- Subsidiaries
The Bank controls a subsidiary when it is exposed to, or has rights to, variable
returns from its involvement with the subsidiary and has the ability to affect those
returns through its control over the entity. The financial statements of subsidiaries
mentioned in Note 1 are included in the consolidated financial statements from the
date on which control commences until the date when control ceases.
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BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements

(b)

Investment Entities and Separate Vehicles

The Bank manages and administers assets held in trusts and other investment
vehicles as collateral on behalf of investors. The financials statements of these
entities are not part of these consolidated financial statements, except for when the
Bank has control over the entity.

Structured Entities

A structured entity is an entity that has been designed so that voting or similar rights
are not the dominant factor in deciding who controls the entity, for example, when
any voting rights are related solely to administrative tasks, and key activities are
directed by contractual agreements. In assessing whether the Bank has control and
consequently determine if the structured entity is consolidated, factors such as the
purpose and design of the entity; its practical ability to direct the relevant activities of
the entity; the nature of its relationship with the entity; and the size of its exposure to
the variability of returns of the entity are evaluated. The financial statements of the
structured entities are not part of these consolidated financial statements, except
when the Bank has control.

Investments in Associates

An associate is an entity over which the Bank has significant influence, but has no
control or joint control, over its financial or operating policies. It is presumed that the
entity has significant influence when it owns between 20% and 50% of the voting
power within the entity.

Investments in associates are accounted for using the equity method and are initially
recognized at cost. The investment cost includes transaction costs.

The consolidated financial statements include the Bank’s participation on profit or
loss and other comprehensive income under the equity method, after any adjustment
to conform to the Bank’s accounting policies, from the date when the significant
influence begins until the date on which significant influence ceases.

When the participation in the losses of an associate or joint business equals or
exceeds its participation in this, its participation in the additional losses is no longer
recognized. The carrying value of the investment, along with any long term
participation that, mainly, form part of the net investment of the entity, is reduced to
zero, except if the Bank has an obligation or payments to make on behalf of the
entity.

Balances and Transactions Eliminated in Consolidation

The consolidated financial statements include the assets, liabilities, equity, income
and expenses of Banco General, S. A. and subsidiaries detailed in Note 1.
Significant intercompany balances and transactions have been eliminated in the
consolidation.

Fair Value Measurement

Fair value of a financial asset or liability is the price that would be received for selling an
asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date (exit price).
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BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements

(c)

(d)

(e)

When an asset is acquired or a liability is assumed, the transaction price is the price paid
to acquire the asset or received to assume the liability (entry price). The initial fair value
of a financial instrument is the transaction price.

The fair value of an instrument is measured using the quoted price in an active market
for that instrument. A market is considered active, if transactions of those assets or
liabilities take place with sufficient frequency and volume to provide pricing information
on a going concern basis. When a price for an identical asset or liability is
unobservable, a valuation technique will be used that maximizes the use of relevant
observable data and minimizes the use of unobservable data . As fair value is a
measurement based on market variables (prices, performance, credit margin, etc.), it is
measured using the assumptions that market participants would make when setting the
price of an asset or liability.

The fair value of financial instruments is determined using quoted prices in active
markets, several electronic information systems, market makers, brokers, independent
companies specialized in investment valuation, investment management companies
and banks. In addition, in certain instances the Bank uses valuation techniques to
calculate the price of some investments, mainly discounted cash flows at the
appropriate discount rate for that security or instrument. Investments in equity
instruments whose fair value cannot be reliably measured, will be maintained at cost.

Cash and Cash Equivalents

For the purpose of the consolidated statement of cash flows, cash equivalents include
demand deposits and time deposits with banks that have an original maturity of three
months or less.

Securities Purchased Under Resale Agreements

Securities purchased under resale agreements are short-term transactions guaranteed
with securities, in which the Bank acquires the securities at a discounted market price
and agrees to resell them at a future date at a specified price. The difference between
the purchase price and the value of the future sale is recognized as interest income
under the effective interest method.

Securities received as collateral are not recognized in the consolidated financial
statements, except in case of default by the counterparty, which gives the Bank the right
to appropriate the securities.

The market price of these securities is monitored and an additional collateral is obtained,
if necessary, to cover credit risk exposure.

Investments and Other Financial Assets

Investments and other financial assets are classified at their trade date and initially
measured at fair value, plus transaction costs directly attributable to their acquisitions,
except for investments recognized at fair value through profit or loss.

The classification and measurement of financial assets reflect the business model in
which the assets are managed and their cash flows characteristics.
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BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements

The business model includes three classification categories for financial assets:

- Amortized Cost (AC)
A financial asset is measured at amortized cost if it complies with both of the
following conditions:

e The asset is held within a business model whose objective is to hold assets to
collect contractual cash flows; and

e The contractual terms of the financial asset establish specific dates for cash flows
derived solely from payments of principal and interest on the current balance.

- Fair value through other comprehensive income (FVOCI)
A debt instrument is measured at FVOCI only if both of the following conditions are
met, and has not been designated at fair value through profit or loss (FVTPL):

e The asset is held within a business model whose objective is to collect the
contractual cash flows and sell these financial assets; and

e The contractual terms of the financial asset establish specific dates for cash flows
derived solely from payments of principal and interest on the current balance.

During the initial recognition of investments in equity instruments not held for trading,
the Bank may irrevocably choose to recognize subsequent changes in fair value as
part of other comprehensive income. This choice must be made on an instrument-by-
instrument basis.

- Fair value through profit or loss (FVTPL)
All other financial assets are measured at fair value through profit or loss.

Evaluation of the business model
The evaluation at portfolios level and the objective of the business model that applies to
the financial instruments of those portfolios, include the following:

e The policies and objectives identified for the loan portfolio and operation of those
policies including management’s strategy to define:

0] To define the collection of contractual interest income
(i) maintain a defined interest return profile
(i) maintain a specific duration period
(iv) be able to sell at any time due for liquidity needs or in order to optimize the
risk / return profile of a portfolio based on interest rates, risk spreads, current
duration and defined objective.
e The manner in which the behavior of different portfolios is reported to the senior
management;
o The risks that affect the business model performance (and the financial assets held
in the business model) and the manner in which those risks are managed,;
e The frequency and value of sales in previous periods, the reasons for those sales
and future sale activities expectations.
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BANCO GENERAL, S. A. AND SUBSIDIARIES
(Panama, Republic of Panama)

Notes to the Consolidated Financial Statements

(f)

Financial assets that are held for trading and whose performance is evaluated solely on
a fair value basis, are measured 