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TO THE STOCKHOLDERS 

 

The Management of Banco PAN S.A. ("PAN", "Bank", or "Company") and its subsidiaries are pleased to 
present the Management Report and related quarterly information for the period ended December 31, 2020, 
together with the independent auditor's report on review. The information meets the requirements in Law 
4,595/64 (National Financial System Law) and Law 6,404/76 (Brazilian Corporate Law), and of the National 
Monetary Council (CMN), Brazilian Central Bank (BACEN), and the Brazilian Securities Commission (CVM), 
as well as of other statutory rules and regulations. 
 
TO THE STOCKHOLDERS 

 

A retrospective of 2020 reveals a year of unprecedented challenges. The well-being of our clients, partners 
and employees was a priority throughout, and we continued to invest in technology to promote the best 
possible client experience through our digital channels. 
  
The use of data and the intense application of technology allowed us to achieve remarkable results, by 
engaging clients, creating a complete digital platform to meet the needs of our target audience and 
expanding our base of products and services. This is only the beginning of our journey.  We are building a 
bank focused on our clients, exploring the entire financial services ecosystem for the C, D and E classes of 
society. 
 
This period presented a unique growth opportunity for PAN. The 2020 results proved that the strategy 
initiated in 2017, with a focus on the implementation of a complete bank, using technology to reach clients 
and partners was correct and well executed. 
 
This strategy promoted a competitive advantage vis-à-vis other players, significantly improving the 
relationship with clients, streamlining customer service, increasing customer loyalty and helping to prevent 
fraud when granting credit. 
 
However, growth opportunities also came with important challenges for our business. We still face an 
unprecedented crisis caused by Covid-19, which initially impacted our default rates. Our response was 
assertive, increasing liquidity and preserving the bank's capital using assignment instruments, raising the 
parameters for granting credit and restricting extensions to less than 1% of the total loan portfolio, with 
97% of the subsequent outstanding installments already paid. 
 
Our portfolio performed very well, showing its resilience, mainly composed of payroll-deductible and 
collateralized loans. Moreover, our expertise in granting credit and collection promoted the growth of the 
portfolio together with the reduction in the cost of credit. In 4Q20, default rates dropped significantly, with 
the over 90 days cases falling to 5.5% compared to 6.7% in 3Q20. 
 
Our credit origination reached record levels with an increase in the INSS allowable margin, the expansion of 
market share in light vehicles and the acceleration of the credit card business leveraged by the Digital 
Account growth. We increased the pace of origination by 85% in 4Q20 compared to 4Q19 and by 50% 
compared to 3Q20. As a result, our retained credit portfolio grew 22% to R$ 28.9 billion at the end of 2020 
compared to 4Q19, advancing at a stronger pace than the financial system in Brazil. 
 
We ended 4Q20 with net income of R$ 171 million, in line with the last quarter, and an adjusted ROE 
(unaudited) of 20.9%. In 2020, we achieved a net income of R$ 656 million, 27% above the 2019 result, 
and an adjusted ROE (unaudited) of 21.4%. 
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Our broad platform of financial products continues to advance consistently, with a focus on the customer, 
offering a complete range of products designed especially for members of the C, D and E classes, always 
prioritizing transparency, simplification of processes and quality in service  
 
We are extremely satisfied with the performance of our Digital Account. We maintained a constant evolution 
of engagement metrics and continued focused on expanding our customer base and offering new products 
and services. 
 
We reaffirm the long-term vision based on our: (i) the significant presence in the markets in which we 
operate; (ii) product distribution capacity, either through B2B, which has become more efficient and has a 
variable cost structure, or through the growing digital B2C; (iii) credit expertise driving attraction and 
engagement; (iv) customer base and flow; (v) delivery capacity, resulting in low risk of execution, and (vi) 
growing offer of new products over time. 
 
 
DIGITAL ACCOUNT 

 

The Digital Account provide clients access to a complete current account: 100% digital, with no maintenance 
fee, a multiple card without an annual fee, a monthly package of free of charge transfers, ATM withdrawals 
through the Rede 24 horas (a network of automatic teller machines), deposits via slips, payments of bills, 
salary portability, investment products, insurance, in addition to several credit products and other services.    
 
Moreover, we offer discounts in drugstores, supermarkets and e-commerce stores through agreements with 
various partners. Our co-branded credit cards also provide advantages to our clients by creating an important 
range of products aimed at our target audience. 
 
Our strategy is based on six approaches: provide offerings to the Bank’s customer base including active and 
former clients; present to the potential clients requesting credit on a monthly basis; digital marketing; 
physical distribution network; new origination partners; and a ‘customer introduces customer’ program.  
 
In 4Q20, we significantly expanded our credit lines for the credit card product, largely benefiting from the 
growth of the Digital Account and the expansion of the direct customer relationship through our application. 
Offering access to credit continues to be our main lever to attract, engage and monetize clients, but Banco 
PAN goes beyond granting credit.  
 
Today we offer several products, such as: Complete Current Account, Personal Loan, Credit and Debit Card, 
Emergency Limit, Salary Portability, PAN Savings, among others. In addition, we have developed an 
important platform for the sale of insurance, with different formats adjusted for our clients, launching 
throughout 2020 and 2021.  
 
Furthermore, our efforts continue to focus on the launch of new products ensuring an even more complete 
customer experience, leveraging our engagement.  The digital account, by centralizing the whole 
relationship with our clients, is a powerful instrument to optimize cross-selling and upselling opportunities, 
in addition to incrementing the portfolio of products and increasing customer loyalty. 

 
BANK’S STRUCTURE 

 

The Bank is a key player among the Brazilian medium-sized banks and focuses on granting credit to 
individuals of the C, D, and E social classes, as well as government employees, retirees and pensioners of 
the National Institute of Social Security (INSS), offering payroll-deductible credit (loan and credit card), 
financing for pre-owned cars and new motorcycles, conventional credit cards, personal loans and insurance.  
 
The Bank has 2,497 employees and 60 service branches in Brazil's major cities and is present throughout 
the country via its light asset structure and digital platforms. It has over 770 correspondent banks offering 
payroll-deductible loans and more than 16 multibrand stores and concessionaires offering vehicle and 
motorcycle financing. 
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ORIGINATION OF CREDIT PORTFOLIO AND RETAIL 

 

During 4Q20, PAN originated a monthly average of R$ 3,421 million in new credit operations, compared with 
R$ 2,288 million in the third quarter of 2020, and R$ 1,847 million in the fourth quarter of 2019, an increase 
of 50% in the quarter and of 85% in the year.  
 
The growth was the result of an expansion across all of our business lines. In the payroll-deductible loans 
business, origination benefited from the regulatory change approved for the last quarter of 2020 that 
expanded the loan's allowable margin from 30% to 35% of income. 
  

For vehicles, the optimization of our credit line and the gains from the digitalization of the contracting process 
significantly accelerated origination, with growth of 56.4% compared to 3Q20. In credit cards, origination is 
benefited by the performance of our Digital Account, being an important activation and engagement product 
for our customer. 

The Expanded Credit Portfolio totaled R$ 28,907 million at the end of 4Q20, an increase of 14% in relation 
to R$ 25,300 million at the end of 3Q20 and an increase of 22% in relation to the R$ 23,785 million in 4Q19. 
The core portfolio, which is comprised of payroll-deducted portfolios, vehicle financing, and credit cards, 
grew by 25% over the 12 months. Corporate Credit and Real Estate portfolios, both in runoff phases, 
decreased by 69% and 17% in the 12-month period, respectively. 
 
In the 4th quarter of 2020, the improving trend in our default metrics was confirmed with a significant 
reduction in the indicator of credits overdue for more than 90 days on the total portfolio to 5.5% compared 
to 6.7% in 3Q20, returning to the pre-crisis level.  
 
In general, during the 2020 crisis, the bank adopted a conservative position in the lengthening contract 
tenures (only two installments) and, since the beginning of the pandemic, agreed to postpone less than 1% 
of the portfolio, with all extended contracts having guarantees. In addition, in 4Q20, 97% of subsequent 
overdue installments had already been paid.  

The indicator of short-term default, from 15 to 90 days overdue, decreased from 7.3% in 3Q20 to 6.3% in 
4Q20, showing lower rates than the pre-crisis. Moreover, the resilient profile of the credit portfolio, whose 
payroll-deductible loans and securitized loans account for 93% of the portfolio, remained stable.  

In addition to holding credits in its portfolios, the Bank assigns credits without co-obligation to third parties 
as a normal instrument of capital and liquidity management, and performed assignment of R$ 2,523 million 
in 4Q20, compared with R$ 1,744 million in 3Q20, and R$ 1,680 million in 4Q19. However, even with credit 
assignments, we were able to expand our retained credit portfolio in a relevant manner, demonstrating our 
great origination capacity. When we observe the growth of the core portfolio (payroll-deductibles + vehicles 
+ cards), we see an increase of 15% and 25%, respectively, against 3Q20 and 4Q19. 
 

The Originated Credit Portfolio balance, which includes both the Expanded Credit Portfolio and the balance 
of portfolios assigned to the controlling stockholders (off-balance portfolio), totaled R$ 36.8 billion at the 
quarter-end. 
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PAYROLL-DEDUCTIBLES (Loan and Credit Card) 

 

4Q20 was marked by a temporary increase in allowable margins and we granted R$ 5,211 million in loans 
to government employees and INSS beneficiaries, compared to R$ 3,274 million in 3Q20 and R$ 2,508 
million in 4Q19, equivalent to a 59 % and 108% increase in relation to  the previous quarter and the 12-
month period, respectively. In 2020, we granted R$ 14,456 million compared to the R$ 10,392 million 
granted in 2019, an increase of 40%. 
 
Payroll-deductible credit card operations totaled R$ 185 million in 4Q20, compared with R$ 342 million in 
3Q20 and R$ 232 million in 4Q19. In 2020, we granted R$ 972 million compared to the R$ 891 million 
granted in 2019, an increase of 9%. 
 
Our origination is optimized by our digital formalization platform which, in the 4th quarter of 2020, reached 
74% of the originated contracts. In December, the volume exceeded 82% of the total origination.  
 
The platform permits the digital contracting of payroll-deductible loans. The process is entirely paperless 
and operates with facial recognition signature features, providing a more efficient, cost-saving, profitable 
operation, with enhanced security and faster loan contracting, thus generating a more favorable experience 
for all parties and loyalty, especially now with the quarantine restrictions. 
 
For our partners, the platform proved to be an important tool, both for reducing the cost of fraud and for 
greater agility in concluding operations. The platform, allied to market positioning and the relationship with 
business partners, assures the Bank remains a significant player in Federal agreements, placing it among 
the largest originators in the INSS (social security) beneficiary and pensioner loan market. 
 
The payroll-deductible loan portfolio at the end of the quarter totaled R$ 13,098 million, compared to R$ 
11,205 million in 3Q20 and R$ 10,684 million in 4Q19, an increase of 17% in the quarter and of 23% in the 
year. The payroll-deductible credit card portfolio at the end of the quarter totaled R$ 2,031 million, s slight 
decrease of 2% when compared with the balance of R$ 2,069 million in the previous quarter and an increase 
of 11% in relation to the balance of R$ 1,822 million in 4Q19. 
 
 

VEHICLE FINANCING 

 

Have been affected by the pandemic in 2Q20, the vehicles market recovered throughout the year and in 
4Q20, and the Bank originated R$ 2,683 million of new financing, including light vehicles and motorcycles, 
a growth of 56% in comparison to R$ 1,715 million in 3Q20 and 66% in relation to the R$ 1,621 million in 
4Q19.  

In general, we recovered faster than the market, with a gain in market share in the year, both in motorcycles 
and in the pre-owned vehicle segment, where we reached an 11% market share. 

In the quarter, digital formalization advanced significantly, reaching 99% of contracts signed via facial 
biometrics, benefiting the operation especially in times of quarantine.  

In addition to the formalization platform, the Bank has developed a unique App for financing simulations 
and a pre-analysis of credit with minimal data, in addition to monitoring proposals and the issuance of 
vehicle inspection reports, improving agility in the process and a better experience both for the commercial 
partner and the final customer. 

The Bank also offers financing for pre-owned cars (mainly between four to eight years old) and new 
motorcycles, building on its expertise in credit and collection in order to optimize the risk vs. return ratio. 
Financing was made though multi-brand stores and concessionary partners.  

For motorcycles, we are the leading bank in origination, focused on the younger customer, capturing 
excellent performance given our long history, experience and credit knowledge. 

Light vehicle originations totaled R$ 2,191 million in 4Q20 (3Q20 - R$ 1,169 million; 4Q19 - R$ 1,273 
million). In 2020, originations totaled R$ 5,322 million (2019 - R$ 4,310 million, an increase of 23%). In 
motorcycles, originations totaled R$ 492 million in 4Q20 (3Q20 - R$ 547 million; 4Q19 - R$ 349 million). 
In 2020, originations totaled R$ 1,592 million (2019 - R$ 1,201 million, an increase of 33%). 

The vehicle financing portfolio totaled R$ 11,140 million at the end of the quarter, an increase of 14% in 
relation to R$ 9,759 million in 3Q20 and 26% against the R$ 8,854 million in 4Q19. 
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CREDIT CARDS 

 

Leveraged by the growth of our Digital Account and in line with our strategy of diversifying clients and 
products, we continue witnessing the strong evolution of the credit card segment, using, in addition to our 
digital account channel, our partners to originate new cards and expand our customer base. The continuous 
evolution of the digital journey of our clients is a priority and we have seen important progress.  
 
As previously mentioned, we intensified the relationship with partners to increase distribution of credit cards 
in marketplaces and the launching of co-branded cards. These partnerships, in addition to expanding the 
number of clients, encourage the innovation process, diversify our sources of origination and expand the 
range of information that feeds our credit models.  
 
The digital channels were responsible for most of the sales. This volume was also a result of the increase in 
sales actions, significant changes in cross selling and increase in the efficiency of analytics and CRM.  
 
During 4Q20, credit card transactions totaled R$ 2,184 million, a 43% increase in comparison with R$ 1,532 
million recorded in 3Q20 and 85% higher than the R$ 1,178 million posted in 4Q19. In 2020, transactions 
amounted to R$ 5,996 million, 63% above the R$ 3,686 million in 2019. 
 
This growth is the result of greater engagement, greater satisfaction with our product and expansion of our 
customer base. 
 
At the end of the quarter, the card portfolio totaled R$ 1,772 million, 25% and 63% higher when compared 
to R$ 1,422 million and R$ 1,087 million in 3Q20 and 4Q19, respectively. 

 

INSURANCE 

 

In 4Q20, we originated R$ 150.4 million in insurance premiums, compared to R$ 104.7 million and R$ 85.1 
million in 3Q20 and in 4Q19, respectively. Premiums originated in the quarter included: R$ 127.9 million in 
credit protection insurance, R$ 5.2 million in card insurance; R$ 3.1 million in housing project insurance; 
and R$ 14.2 million in other insurance, which is composed of our new products: PAN Motorcycle Assistance 
and Mechanic Warranty. In 2020, we originated R$ 412 million in premiums. 
 
Our insurance business continues to be a priority within our strategy of diversification, cross sell and 
expansion of our complete banking services platform. Throughout 2020, new products were launched, 
focused on meeting the specific needs of our clients.  
 
In addition, in 2021 our product portfolio will expand even further, making our clients loyal and facilitating 
the contracting of services on a one-stop-shop platform.  
 

 

CORPORATE CREDIT (IN RUN OFF)  

 
The Corporate Credit portfolio totaled R$ 224 million in 4Q20 (3Q20 - R$ 238 million; 4Q19 - R$ 732 million). 
The portfolio is fully provided for and has a good level of guarantees. 
 

REAL ESTATE CREDIT (IN RUN OFF)  

 

The balance of real estate credits granted to individuals totaled R$ 372 million at the end of 4Q20 (3Q20 - 
R$ 379 million; 4Q19 - R$ 442 million), appropriately provided for.  
 
Credits granted to legal entities totaled R$ 40 million at the end of 4Q20 (3Q20 - R$ 44 million; 4Q19 - R$ 
54 million). This portfolio was already fully provided for.  
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FUNDING 

 

The balance of funds raised totaled R$ 27.0 billion at the end of 4Q20, analyzed as follows: (i) R$ 12.7 
billion in time deposits, being 47% of the total; (ii) R$ 8.7 billion in interbank deposits, being 32% of the 
total; (iii) R$ 5.0 billion related to issuance of financial bills, or 19% of the total; (v) real estate  letters of 
credit - R$ 327 million, or 1% of the total; and (vi) other sources of financing - R$ 180 million, equivalent 
to 1% of the total funding.  

 

RESULTS 

 
MANAGEMENT NET FINANCIAL MARGIN 

 

In the fourth quarter of 2020, Management Net Financial Margin was 21.9% p.a., compared to 20.5% p.a. 
in the third quarter of 2020 and 19.9% p.a. in the fourth quarter of 2019. In 2020, Management Net 
Financial Margin was 19.0% compared to 17.3% in 2019. This level remained high, and is related to the 
robust spreads of credit operations, the expansion of new lines of credit with higher margins and gains in 
the portfolio assignment. 
 
ALLOWANCES FOR LOSSES AND RECOVERY OF CREDITS 

 

The allowances for losses totaled R$ 329 million in 4Q20, against R$ 366 million in 3Q20 and R$ 301 million 
in 4Q19. In 2020, the allowance for loss expenses totaled R$ 1,432 million, compared to R$ 1,224 million in 
2019 (excluding supplemental provisions of R$ 338 million in 4Q19). 
 
In 4Q20, recoveries of credits previously written off as losses totaled R$ 82 million in the quarter, compared 
to the R$ 66 million recovered in 3Q20, and the R$ 59 million recovered in 4Q19. In 2020, the amount of 
recovered credits was R$ 287 million compared to R$ 240 million in the previous year, a 19% growth in 
credit recovery. 
 
Consequently, the net allowance for loss expenses totaled R$ 247 million (3Q20 - R$ 300 million; 4Q19 - 
R$ 243 million). As a percentage of the portfolio, these net recovery expenses decreased from 4.8% in the 
third quarter of 2020 to 3.6% in the fourth quarter of 2020. In 2020, the net allowance for loss expenses 
totaled R$ 1,145 million compared to R$ 984 million in 2019, a decrease in net recovery expenses from 
4.5% to 4.4%. 

 

COSTS AND EXPENSES 

 

Administrative and personnel expenses totaled R$ 452 million in 4Q20, compared to R$ 398 million in 3Q20 
and R$ 402 million in 4Q19, reflecting expenses mainly with personnel and collection and being impacted by 
a once-off charge for write-off of investments in the digital formalization platform. In 2020, administrative 
and personnel expenses totaled R$ 1,605 million (2019 - R$ 1,332 million). 
 
Credit origination expenses totaled R$ 539 million at the end of the quarter, compared to R$ 316 million in 
3Q20 and R$ 247 million in 4Q19, accompanying the strong credit origination volumes and the expansion of 
our customer base. In 2020, expenses totaled R$ 1,347 million (2019 - R$ 959 million). 
 

NET INCOME 

 

In the fourth quarter of 2020, the Bank’s pretax profit totaled R$ 261 million, stable in relation to the pretax 
profit of R$ 259 million in the third quarter of 2020 and an increase of 22% compared to the R$ 215 million 
in the fourth quarter of 2019. In 2020, pretax profit totaled R$ 938 million, an increase of 35% in relation 
to the pretax profit of R$ 694 million in 2019.  
 
Net income totaled R$ 171 million, stable when compared to the R$ 170 million net income in 3Q20 and an 
increase of 2% compared to net income of R$ 168 million in the fourth quarter of 2019. In 2020, we achieved 
a record net income of R$ 656 million, an increase of 27% compared to the net income of R$ 516 million in 
the same period in 2019.  
 
The major factors contributing positively to the results for the most recent quarters were: (i) robust financial 
margin; (ii) increased efficiency; and (iii) cost of credit under control. 
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The annualized average return on equity for 4Q20 was 13.0% (3Q20 - 13.2%; 4Q19 - 13.7%), whereas 
the adjusted annualized return (unaudited) was 20.9% in 4Q20 (3Q20 - 21.5%; 4Q19 - 24.6%). In 2020, 
the average return on equity was 12.8% compared to 11.4% in 2019, whereas the adjusted (unaudited) 
return was 21.4% in 2020 compared to 22.5% in 2019.  

Adjustments reflect matters arising from past operating legacies: (i) higher financial expenses from fixed 
Bank Deposit Certificates (CDBs) issued between 2005 and 2008 (with average maturity in 2023), compared 
to the Bank's current funding cost for the same period; and (ii) higher tax credit from tax losses, when 
compared to the banking market, arising from accounting inconsistencies in 2010. 

 

EQUITY AND CAPITAL 

 

The Bank's consolidated equity was R$ 5,317 million in December 2020, (September 2020 - R$ 5,221 
million; December 2019 - R$ 4,926 million).  

The Prudential Conglomerate Basel Index at the end of 4Q20 was 15.9%, in comparison with the 16.5% 
recorded at the end of 3Q20, and with the 15.6% recorded in 4Q19, all fully comprised of Principal Capital. 
 

 

INDEPENDENT AUDITORS 

 

PricewaterhouseCoopers Auditores Independentes ("PwC") has been our auditor since the first quarter of 
2011. Pursuant to CVM Instruction 381, PAN contracted PwC in 2020 to provide the following non audit 
services: (i) issuance of a diligence report on capital market operations for a fee of R$ 900 thousand; (ii) 
Brand Protection for a fee of R$ 432 thousand; (iii) cybersecurity consultancy for a fee of R$ 370 thousand; 
and (iv) issuance of a report on internal controls related to credit assignment operations for a fee of R$ 264 
thousand, which, in aggregate exceeded 5% of the total fees for the external audit services. The policy 
adopted complies with principles that preserve the auditor's independence, consistent with internationally 
accepted standards, according to which the auditor should not audit its own work, exercise management 
functions for its client or promote its client's interests.  
 

ACKNOWLEDGEMENTS 

 

The Bank wishes to thank its employees for their contribution and engagement in the execution of its 
business strategy and also its clients, investors, and partners, who honor the Bank with their continued 
support and trust. 

 
 
 

São Paulo, February 2, 2021.



BANCO PAN S.A. AND SUBSIDIARIES

BALANCE SHEET

AT DECEMBER 31, 2020 AND 2019

(All amounts in thousands of reais - R$)

12/31/2020 12/31/2019 12/31/2020 12/31/2019

Cash and cash equivalents 5 2,905               1,441               4,854               4,220               

Financial instruments 33,334,517     27,765,951     33,562,758     28,015,678     

Interbank investments 6 1,251,889       1,242,794       1,251,938       1,242,794       

Investments in the open market 1,251,889          1,229,999          1,251,889          1,229,999          

Investments in interbank deposits -                       12,795              -                       12,795              

Investments in savings deposits -                       -                       49                     -                       

Marketable securities and derivatives 7.a 2,721,513       2,131,333       2,945,552       2,375,755       

Own portfolio 1,232,193          727,913            1,455,548          972,231            

Subject to guarantees 193,389            287,937            194,073            288,041            

Subject to repurchase agreements 1,295,931          297,944            1,295,931          297,944            

Linked to the BACEN -                       529,436            -                       529,436            

Derivatives -                       288,103            -                       288,103            

Interbank accounts 9,047               127,540           9,047               127,540           

Credits  - Deposits at the Brazilian Central Bank 5,507                101,569            5,507                101,569            

Local correspondents 3,540                25,971              3,540                25,971              

Credit operations 8 27,212,114     21,798,640     27,212,153     21,799,357     

Credit operations 27,466,468        22,485,395        27,466,468        22,485,395        

Securities and credits receivable 1,644,136          1,141,980          1,644,175          1,142,697          

Provisions for expected losses - credit risk 8.c (1,898,490)        (1,828,735)        (1,898,490)        (1,828,735)        

Other financial assets 9 2,139,954       2,465,644       2,144,068       2,470,232       

Taxes 3,920,474       3,667,471       4,095,561        3,839,695        

Current 529,741            369,884            596,917            437,727            

Deferred 32.b 3,390,733          3,297,587          3,498,644          3,401,968          

Other assets 365,853           362,083           374,658           372,038           

Other assets 11.a 315,152            364,659            322,900            373,676            

Provision for impairment 11.a (56,587)             (84,916)             (57,661)             (86,219)             

Prepaid expenses 11.b 107,288            82,340              109,419            84,581              

Investments 904,000           885,117           12,625             1,144               

Investments in subsidiaries 12.a 891,375            883,973            -                       -                       

Other investments 12.b 12,625              1,144                12,625              1,144                

Property and equipment 13 23,360             28,628             23,360             28,628             

Other property and equipment in use 82,320              80,456              82,320              80,456              

Accumulated depreciation (58,960)             (51,828)             (58,960)             (51,828)             

Intangible assets: 14 93,419             179,580           96,919             185,224           

Intangible assets 496,699            469,035            518,619            490,955            

Accumulated amortization (403,280)           (289,455)           (421,700)           (305,731)           

Other assets 10 318,898           329,560           353,213           351,504           

TOTAL ASSETS 38,963,426     33,219,831     38,523,948     32,798,131     

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

ASSETS Note
            Bank                   Consolidated       

 9



BANCO PAN S.A. AND SUBSIDIARIES

BALANCE SHEET

AT DECEMBER 31, 2020 AND 2019

(All amounts in thousands of reais - R$)

12/31/2020 12/31/2019 12/31/2020 12/31/2019

Financial instruments 30,445,809      25,674,597      29,823,754      25,069,661      

Deposits 15.a 22,181,345      20,356,864      21,566,403      19,759,979      

Demand deposits 76,092               26,614               76,056               26,574               

Interbank deposits 9,011,115          8,629,103          8,747,715          8,365,928          

Time deposits 13,094,138        11,701,147        12,742,632        11,367,477        

Funds obtained in the open market 15.b 1,314,155        303,856           1,307,042        295,805           

Own portfolio 1,314,155          303,856             1,307,042          295,805             

Funds from acceptance and issuance of securities 15.c 5,346,049        1,868,324        5,346,049        1,868,324        

Funds from financial and real estate bills 5,346,049          1,868,324          5,346,049          1,868,324          

Interbank accounts 16 1,491,821        933,731           1,491,821        933,731           

Receipts and payments pending settlement 1,380,060          796,912             1,380,060          796,912             

Local correspondents 111,761             136,819             111,761             136,819             

Derivatives 7.c -                       124,979           -                       124,979           

Other financial liabilities 17 112,439           2,086,843        112,439           2,086,843        

Provisions 18 438,344           521,557           513,622           591,125           

Tax obligations 439,986           341,494           536,768           441,713           

Current 19 439,986             328,077             451,148             343,059             

Deferred 32.b -                        13,417               85,620               98,654               

Other liabilities 2,321,819        1,756,015        2,332,336        1,769,464        

Social and statutory 325,131             265,988             325,131             266,277             

Sundry 20 1,996,688          1,490,027          2,007,205          1,503,187          

EQUITY 21 5,317,468        4,926,168        5,317,468        4,926,168        

Share capital: 4,175,222          3,653,410          4,175,222          3,653,410          

Domiciled in the country   3,606,057          3,261,355          3,606,057          3,261,355          

Domiciled abroad 569,165             392,055             569,165             392,055             

Capital increase -                        521,812             -                        521,812             

Capital reserve 207,322             207,322             207,322             207,322             

Revenue reserve 958,655             557,982             958,655             557,982             

Other comprehensive loss (23,731)             (14,358)             (23,731)             (14,358)             

TOTAL LIABILITIES 38,963,426      33,219,831      38,523,948      32,798,131      

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

            Bank                   Consolidated       
LIABILITIES AND EQUITY Note
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BANCO PAN S.A. AND SUBSIDIARIES

STATEMENT OF INCOME

SECOND HALF OF 2020 AND YEARS ENDED DECEMBER 31, 2020 AND 2019

(All amounts in thousands of reais - R$ unless otherwise stated)

Second half of 2020 12/31/2020 12/31/2019 12/31/2020 12/31/2019

Income from financial intermediation 4,699,312             9,591,118             8,148,467             9,597,475              8,190,959             

Income from credit operations 8.g 4,689,242              9,278,765              8,117,738              9,283,593               8,124,178              

Result from leasing operations 8.g -                        -                            -                            56                          842                       

Result from operations with marketable securities 7.d 103,208                 160,155                 118,374                 161,628                 153,584                 

Derivative financial instruments 7.c (93,588)                  150,439                 (101,386)                150,439                 (101,386)                

Foreign exchange operations, net gain 450                       1,598                     4,958                     1,598                     4,958                     

Compulsory investments - gain -                            161                       8,783                     161                        8,783                     

Expenses on financial intermediation (1,476,660)            (3,677,771)            (3,822,002)            (3,660,933)            (3,787,614)            

Result from market funding operations 15.d (781,566)                (2,246,381)             (2,259,476)             (2,229,543)             (2,225,116)             

Provisions for expected losses - credit risk 8.c (695,094)                (1,431,390)             (1,562,526)             (1,431,390)             (1,562,498)             

     

Gross result on financial intermediation 3,222,652             5,913,347             4,326,465             5,936,542              4,403,345             

 

Other operating income (expenses) (2,736,701)            (5,016,733)            (4,092,012)            (5,048,582)            (4,013,013)            

Income from services rendered 22 282,721                 471,927                 391,949                 482,256                 417,654                 

Equity in the results of subsidiaries 12.a 3,897                     20,663                   (110,225)                -                            -                            

Personnel 23 (299,942)                (572,667)                (499,872)                (574,152)                (501,695)                

Other administrative expenses 24 (1,673,129)             (2,889,331)             (2,136,084)             (2,907,683)             (2,164,654)             

Tax 25 (169,993)                (293,620)                (213,185)                (297,545)                (222,775)                

Expenses with provisions 26 (103,541)                (190,889)                (175,532)                (196,564)                (200,206)                

Other operating expenses  27 (776,714)                (1,562,816)             (1,349,063)             (1,554,894)             (1,341,337)             

     

Operating result 485,951                 896,614                 234,453                 887,960                 390,332                 

Non-operating income (expenses), net 28 30,634                   28,785                   (33,959)                 49,737                   (34,189)                 

Profit before taxation 516,585                 925,399                 200,494                 937,697                 356,143                 

Taxes on income 32.a (175,466)               (269,830)               315,441                 (282,128)               159,792                 

  Income tax (63,338)                  (196,591)                (178,149)                (204,778)                (188,630)                

  Social contribution (52,123)                  (156,982)                (113,459)                (160,017)                (117,643)                

  Deferred tax (60,005)                  83,743                   607,049                 82,667                   466,065                 

NET INCOME 341,119                 655,569                 515,935                 655,569                 515,935                 

Basic and diluted earnings per share - weighted average number of outstanding shares

attributable to stockholders - R$ 

Earnings per common share 0.26                      0.54                      0.44                      -                            -                            

Earnings per preferred share 0.26                      0.54                      0.44                      -                            -                            

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

Note
Bank Consolidated
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BANCO PAN S.A. AND SUBSIDIARIES

STATEMENT OF COMPREHENSIVE INCOME

SECOND HALF OF 2020 AND YEARS ENDED DECEMBER 31, 2020 AND 2019

(All amounts in thousands of reais - R$)

Second half of 2020 12/31/2020 12/31/2019 12/31/2020 12/31/2019

Profit 341,119                655,569                515,935                655,569                515,935                

Items that will be reclassified to profit or loss

Other comprehensive income (loss) (4,502)                  (9,373)                  (6,250)                  (9,373)                  (6,250)                  

Unrealized gains / (losses) on financial assets (586)                       (785)                       (83)                         (785)                       (83)                         

Unrealized gains / (losses) on other comprehensive income (loss) (6,333)                    (13,548)                  (9,393)                    (13,548)                   (9,393)                    

Tax effect 2,417                     4,960                     3,226                     4,960                      3,226                     

COMPREHENSIVE INCOME FOR THE PERIOD/YEAR 336,617                646,196                509,685                646,196                509,685                

Attributable to: 

Controlling stockholders 336,617                  646,196                  509,685                  646,196                  509,685                  

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

ConsolidatedBank
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BANCO PAN S.A. 

STATEMENT OF CHANGES IN PARENT COMPANY EQUITY

SECOND HALF OF 2020 AND YEARS ENDED DECEMBER 31, 2020 AND 2019
(All amounts in thousands of reais - R$)                           (A free translation of the original in Portuguese)

Share capital Capital increase Capital reserve Legal Equity preservation

Other 

comprehensive 

income (loss)

Retained earnings Total

AT DECEMBER 31, 2018 3,653,410            -                           207,322           19,991             223,304                           (8,108)              -                               4,095,919            

Capital increase (Note 1.a) -                          521,812                -                       -                       -                                      -                       -                              521,812               

Other comprehensive income (loss) -                          -                          -                       -                       -                                      (6,250)               -                              (6,250)                 

Net income for the year -                          -                          -                       -                       -                                      -                       515,935                   515,935               

Appropriations:

Legal reserve -                          -                          -                       25,797              -                                      -                       (25,797)                    -                           

Transfer from retained earnings to revenue reserve -                          -                          -                       -                       288,890                           -                       (288,890)                  -                           

Distributions of interest on capital and dividends (Note 21.c) -                          -                          -                       -                       -                                      -                       (201,248)                  (201,248)             

AT DECEMBER 31, 2019 3,653,410            521,812               207,322           45,788             512,194                           (14,358)            -                               4,926,168            

AT DECEMBER 31, 2019 3,653,410            521,812               207,322           45,788             512,194                           (14,358)            -                               4,926,168            

Capital increase (Note 1.a) 521,812                (521,812)              -                       -                       -                                      -                       -                              -                          

Other comprehensive income (loss) -                          -                          -                       -                       -                                      (9,373)               -                              (9,373)                 

Net income for the year -                          -                          -                       -                       -                                      -                       655,569                   655,569               

Appropriations:

Legal reserve -                          -                          -                       32,778              -                                      -                       (32,778)                    -                           

Transfer from retained earnings to revenue reserve -                          -                          -                       -                       367,895                           -                       (367,895)                  -                           

Distributions of interest on capital and dividends (Note 21.c) -                          -                          -                       -                       -                                      -                       (254,896)                  (254,896)             

AT DECEMBER 31, 2020 4,175,222            -                           207,322           78,566             880,089                           (23,731)            -                               5,317,468            

AT JUNE 30, 2020 4,175,222            -                           207,322           45,788             512,194                           (19,229)            191,445                   5,112,742            

Other comprehensive income (loss) -                          -                          -                       -                       -                                      (4,502)               -                              (4,502)                 

Net income for the period -                          -                          -                       -                       -                                      -                       341,119                   341,119               

Appropriations:

Legal reserve -                          -                          -                       32,778              -                                      -                       (32,778)                    -                           

Transfer from retained earnings to revenue reserve -                          -                          -                       -                       367,895                           -                       (367,895)                  -                           

Distributions of interest on capital and dividends (Note 21.c) -                          -                          -                       -                       -                                      -                       (131,891)                  (131,891)             

AT DECEMBER 31, 2020 4,175,222            -                           207,322           78,566             880,089                           (23,731)            -                               5,317,468            

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

Revenue reserves
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BANCO PAN S.A. AND SUBSIDIARIES

STATEMENT OF CASH FLOWS

SECOND HALF OF 2020 AND YEARS ENDED DECEMBER 31, 2020 AND 2019

(All amounts in thousands of reais - R$)

Second half of 2020 12/31/2020 12/31/2019 12/31/2020 12/31/2019

CASH FLOWS FROM OPERATING ACTIVITIES:

NET INCOME 341,119                 655,569               515,935               655,569               515,935               

Non cash items not affecting net income:

Effect of foreign exchange rate changes on cash and cash equivalents (872)                         (2,053)                    (1,828)                    (2,053)                    (1,828)                    

Depreciation and amortization 24 73,787                   105,474                 41,978                   105,516                 42,021                   

Amortization of goodwill 27 11,965                   23,930                   23,930                   25,053                   25,053                   

Constitution of provision for civil, labor, and tax contingencies 18 103,541                 190,889                 175,532                 196,564                 200,206                 

Interest and indexation accruals on civil, labor and tax provisions 18 690                        2,691                     3,855                     7,211                     4,242                     

Reversal of provisions for other assets 28 (19,193)                  (20,782)                  (8,512)                    (20,974)                  (8,521)                    

Result on the sale of other assets 28 (11,440)                  (8,003)                    42,471                   (9,851)                    42,710                   

Assignment of rights 28 -                            -                            -                            (18,912)                  -                            

Equity in the results of subsidiaries 12.a (3,897)                      (20,663)                  110,225                 -                            -                            

Provisions for expected losses - credit risk 8.c 695,094                    1,431,390              1,562,526              1,431,390              1,562,498              

Deferred income tax and social contribution 60,005                     (83,743)                  (607,049)                (82,667)                  (466,065)                

Adjusted profit 1,250,799              2,274,699            1,859,063            2,286,846            1,916,251            

Changes in assets and liabilities:

Decrease (increase) in interbank deposits -                            12,795                   (8,898)                    12,746                   (8,898)                    

(Increase) decrease in marketable securities (74,883)                  (9,402)                    (44,982)                  2,040                     (61,882)                  

(Increase) decrease in derivatives  (4,044)                   163,124                 (59,087)                  163,124                 (59,087)                  

Decrease in interbank investments 557,667                 676,583                 82,056                   676,583                 82,056                   

(Increase) in credit operations (5,099,310)             (6,857,992)             (4,352,898)             (6,857,314)             (4,352,604)             

Decrease (increase) in other financial assets 149,924                 339,403                 (729,505)                339,877                 (727,126)                

(Increase) in other tax assets (197,323)                (169,260)                (147,127)                (173,228)                (155,062)                

Decrease in other credits 11,034                   9,634                     8,277                     6,931                     14,149                   

(Increase) in other assets (67,562)                  (109,251)             (166,466)                (106,032)             (166,246)             

Increase in deposits 1,716,495              1,824,481              3,185,011              1,806,424              3,148,735              

Increase in funds obtained in the open market 1,244,776              1,010,299              34,332                   1,011,237              35,618                   

Increase in funds from acceptance and issuance of securities 60,722                   106,956                 104,269                 106,956                 104,269                 

(Decrease) increase in other financial liabilities (37,041)                  541,581                 32,881                   541,581                 32,881                   

(Decrease) in provisions (192,238)                (276,793)                (214,203)                (281,278)                (222,190)                

Increase in tax obligations 267,914                 529,268                 455,787                 536,823                 473,235                 

Increase in other liabilities 318,100                 512,156                 688,982                 509,224                 688,440                 

Payment of income tax and social contribution (196,358)                (430,776)                (158,683)                (441,768)                (171,002)                

     

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES (291,328)                147,505               568,809               140,772               571,537               

CASH FLOW FROM INVESTING ACTIVITIES:

(Increase) in available-for-sale marketable securities (198,835)                (494,185)                (610,897)                (494,185)                (610,897)                

Decrease in available-for-sale marketable securities 362,355                 612,771                 565,001                 612,771                 565,001                 

(Increase) in marketable securities held to maturity (671,220)                (1,054,747)             (415,700)                (1,054,747)             (415,700)                

Decrease in marketable securities held to maturity 39,860                   66,848                   364,082                 66,848                   364,082                 

Disposal of assets not for own use 85,254                   142,810                 213,106                 142,810                 213,149                 

Acquisition of investments (18,697)                  (19,026)                  -                            (19,026)                  -                            

Purchase of property and equipment 13.b (2,677)                   (6,841)                    (15,708)                  (6,841)                    (15,708)                  

Increase in intangible assets 14.b (11,036)                  (31,266)                  (67,407)                  (31,266)                  (67,407)                  

Dividends received 3,896                     3,896                     3,332                     -                            -                            

Assignment of rights -                            -                            -                            9,799                     -                            

     

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES (411,100)                (779,740)              35,809                 (773,837)              32,520                 

CASH FLOWS FROM FINANCING ACTIVITIES:

Funds raised from acceptance and issue of securities 4,426,369              6,993,590              1,350,272              6,993,590              1,350,272              

Redemption of funds from acceptance and issuance of securities (3,354,661)             (3,622,821)             (836,178)                (3,622,821)             (836,178)                

Issue of subordinated debt 17.b -                            -                            8,000                     -                            8,000                     

Settlement/payment of subordinated debts -                            (2,515,985)             (348,571)                (2,515,985)             (348,571)                

Capital increase 21.a -                              -                            521,812                 -                            521,812                 

Dividends and interest on capital paid -                            (201,248)                (86,715)                  (201,248)                (86,715)                  

     

NET CASH PROVIDED BY FINANCING ACTIVITIES 1,071,708              653,536               608,620               653,536               608,620               

     

NET INCREASE IN CASH AND CASH EQUIVALENTS 369,280                 21,301                 1,213,238            20,471                 1,212,677            

 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 5 884,642                 1,231,440            16,374                 1,234,219            19,714                 

EFFECT OF FOREIGN EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS 872                         2,053                   1,828                   2,053                   1,828                   

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 5 1,254,794              1,254,794            1,231,440            1,256,743            1,234,219            

ADDITIONAL INFORMATION ON CASH FLOWS

Interest paid (1,997,507)               (3,126,208)             (2,141,766)             (3,105,028)             (2,130,288)             

Interest received 4,265,455                 8,385,822              8,241,468              8,394,322              8,249,231              

Transfer of assets not for own use 23,309                     22,068                   1,890                     22,068                   1,890                     

Unrealized gains (losses) on securities available for sale (6,919)                      (14,333)                  (9,476)                    (14,333)                  (9,476)                    

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

Note
Bank Consolidated

 14



mar/17

BANCO PAN S.A. AND SUBSIDIARIES

STATEMENT OF VALUE ADDED

SECOND HALF OF 2020 AND YEARS ENDED DECEMBER 31, 2020 AND 2019

(All amounts in thousands of reais - R$)

Second half of 2020 12/31/2020 12/31/2019 12/31/2020 12/31/2019

 INCOME 3,449,283               6,930,665             5,443,266             6,971,673             5,495,436             

 Financial intermediation 4,699,312                9,591,118              8,148,467              9,597,475              8,190,959              

 Services rendered  22 282,721                   471,927                 391,949                 482,256                 417,654                 

 Provisions for expected losses - credit risk  8.c (695,094)                  (1,431,390)             (1,562,526)             (1,431,390)             (1,562,498)             

 Other operating expenses (837,656)                  (1,700,990)             (1,534,624)             (1,676,668)             (1,550,679)             

 EXPENSES ON FINANCIAL INTERMEDIATION 15.d (781,566)                (2,246,381)           (2,259,476)           (2,229,543)           (2,225,116)           

 INPUTS ACQUIRED FROM THIRD PARTIES (1,553,765)             (2,702,837)           (2,038,826)           (2,720,756)           (2,066,982)           

 Materials, energy, and other 24 (1,993)                     (3,773)                   (4,403)                   (3,775)                   (4,409)                   

 Third-party services 24 (233,683)                  (424,453)                (390,951)                (436,859)                (408,856)                

 Commissions payable to correspondent banks 24 (897,672)                  (1,520,892)             (1,060,297)             (1,523,302)             (1,065,441)             

 Other (420,417)                (753,719)              (583,175)              (756,820)              (588,276)              

     Data processing 24 (135,271)                  (273,701)                (221,383)                (273,917)                (222,961)                

     Financial system services 24 (114,379)                  (214,580)                (164,012)                (215,463)                (164,842)                

     Advertising, promotions, and publicity 24 (88,429)                   (118,799)                (64,906)                  (118,872)                (65,245)                  

     Communication 24 (38,587)                   (68,242)                  (46,937)                  (68,374)                  (47,138)                  

     Asset search and seizure expenses 24 (9,260)                     (20,318)                  (30,339)                  (20,344)                  (30,354)                  

     Maintenance and conservation of property 24 (2,650)                     (6,047)                   (6,243)                   (6,050)                   (6,249)                   

     Transport 24 (1,448)                     (3,582)                   (5,815)                   (3,587)                   (5,828)                   

    Fees and emoluments 24 (1,079)                     (2,331)                   (3,941)                   (2,896)                   (4,624)                   

     Travel 24 (316)                        (1,724)                   (6,773)                   (1,726)                   (6,779)                   

     Others 24 (28,998)                   (44,395)                  (32,826)                  (45,591)                  (34,256)                  

 GROSS VALUE ADDED 1,113,952               1,981,447             1,144,964             2,021,374             1,203,338             

 DEPRECIATION AND AMORTIZATION (85,752)                   (129,404)              (65,908)                 (130,569)              (67,074)                 

 NET VALUE ADDED GENERATED 1,028,200               1,852,043             1,079,056             1,890,805             1,136,264             

 VALUE ADDED RECEIVED IN TRANSFER 12.a 3,897                      20,663                  (110,225)              -                        -                        

 Equity in the results of subsidiaries 3,897                      20,663                   (110,225)                -                        -                        

 TOTAL VALUE ADDED TO BE DISTRIBUTED 1,032,097               1,872,706             968,831                1,890,805             1,136,264             

 DISTRIBUTION OF VALUE ADDED 1,032,097               1,872,706             968,831                1,890,805             1,136,264             

 Personnel 260,492                  498,604                434,071                499,887                435,662                

 Direct remuneration 23 203,556                   384,025                 331,309                 384,947                 332,525                 

 Benefits 23 40,264                     81,895                   74,325                   82,155                   74,627                   

 FGTS 12,298                     24,533                   21,872                   24,634                   21,945                   

 Other 23 4,374                      8,151                     6,565                     8,151                     6,565                     

 Taxes, fees, and contributions 384,909                  637,513                (36,455)                 653,938                129,016                

 Federal 372,603                   616,339                 (54,631)                  631,850                 108,120                 

 State -                          5                           15                         134                       14                         

 Municipal 12,306                     21,169                   18,161                   21,954                   20,882                   

 Remuneration of third-party capital 24 45,577                    81,020                  55,280                  81,411                  55,651                  

 Rentals 45,577                     81,020                   55,280                   81,411                   55,651                   

 Remuneration of own capital 341,119                  655,569                515,935                655,569                515,935                

Interest on capital 21.c 131,891                   254,896                 201,248                 254,896                 201,248                 

Retained earnings 209,228                   400,673                 314,687                 400,673                 314,687                 

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

Consolidated
Note

Bank
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Banco Pan S.A. 
Parent company and consolidated  
financial statements at  
December 31, 2020 
and independent auditor's report 



 

Independent auditor's report 
 
 
To the Board of Directors and Stockholders 
Banco Pan S.A. 
 
 
 
 
Opinion 

 
We have audited the accompanying parent company financial statements of Banco Pan S.A.  ("Bank") 
which comprise the balance sheet as at December 31, 2020 and the statements of income, comprehensive 
income, changes in equity and cash flows for the second half period and year then ended, as well as the 
accompanying consolidated financial statements of Banco Pan S.A. and its subsidiaries ("Consolidated"), 
which comprise the consolidated balance sheet as at December 31, 2020 and the consolidated statements 
of income, comprehensive income and cash flows for the year then ended, and notes to the financial 
statements, including a summary of significant accounting policies. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Banco Pan S.A. and of Banco Pan S.A. and its subsidiaries as at December 31, 2020, 
and the Bank’s financial performance and cash flows for the second half period and year then ended, as 
well as the consolidated financial performance and cash flows for the year then ended, in accordance with 
accounting practices adopted in Brazil applicable to institutions authorized to operate by the Brazilian 
Central Bank (BACEN). 
 
 
Basis for opinion 
 
We conducted our audit in accordance with Brazilian and International Standards on Auditing. Our 
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit 
of the Parent Company and Consolidated Financial Statements section of our report. We are independent 
of the Bank and its subsidiaries in accordance with the ethical requirements established in the Code of 
Professional Ethics and Professional Standards issued by the Brazilian Federal Accounting Council, and 
we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion 



Banco Pan S.A. 
 

 

 
Key audit matters 
 
Key audit matters are those matters that, in our professional judgment,   
were of most significance in our audit of the financial statements of the  
current year. These matters were addressed in the context of our audit  
of the parent company and consolidated financial statements as a whole,   
and in forming our opinion thereon, and we do not provide a separate   
opinion on these matters.   
 
 
 
 
 
 
Our audit for 2020 was planned and performed taking into consideration that the Bank and its 
subsidiaries’ operations did not present significant changes compared to the prior year. Accordingly, the 
Key Audit Matters, as well as our audit approach, were substantially aligned with those of the prior year. 
 

  

Why it is a Key Audit Matter How the matter was addressed in the audit 
   
Provision for expected losses - credit risk 
(Notes 3g and 8) 

 

   
The Bank and its subsidiaries operate mainly in the 
retail banking sector (Note 1). Management’s 
judgment is applied to determine assumptions and 
criteria when recording the provision for expected 
losses associated to credit risks. 
 
This process is consistent with the standards and 
instructions issued by the National Monetary 
Council (CMN) and the BACEN for estimating 
credit risk. We focused again on this area in our 
audit because of the nature of the inherent risks. 

Our key audit procedures considered the 
understanding of the significant controls in place 
to calculate the provision for losses associated to 
credit risks, the completeness of the database, the 
processing and recording of the provisions and 
related disclosures. 
 
We also tested the reconciliation of the accounting 
balances with the analytical records and 
recalculated, on a test basis, the provision for 
expected losses associated to credit risks, based on 
the Bank's policies, which include, among others, 
an evaluation of the risks and effects of 
delinquencies, consistent with applicable 
standards. 
 
We consider the assumptions and criteria used by 
Management to be reasonable in relation to the 
information provided in the financial statements.  
 

   

Matters 

Why it is a 

Key Audit 

Matter 

How the  
matter was 
addressed in 
the audit 
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Information technology environment  
   
The Bank and its subsidiaries operate in a  
business environment in which the information 
technology structure is critical to the development 
of its operations and to ensure it continues as a 
going concern. This technology structure involves 
the processing of a high volume of transactions on a 
daily basis, which relies on diverse processes to 
manage the access and security of the information.  
 
Information technology risks inherent in the 
processing of transactions, through different legacy 
systems, could generate incorrect information 
critical to the preparation of the financial 
statements.  
 
We decided to again select this area for focus in our 
audit because of these level of risks. 

With the support of our system specialists, our 
audit encompassed an understanding and testing 
of the information technology general controls and 
security. These address systemic changes and 
program development, the security over program 
and database access, data processing center 
physical security and compensating controls, when 
required. 
 
We also tested automated controls over 
technology-dependent information, access 
restrictions and segregation of duties for processes 
relevant to the financial statement presentation. 
 
Our procedures provided us with reasonable audit 
evidence of the information technology 
environment over the preparation of financial 
statements. 

   
   

Why it is a Key Audit Matter How the matter was addressed in the audit  

    

Tax credits (Notes 3n and 32b)  
  
The Bank and its subsidiaries recorded deferred tax 
assets of R$ 3.5 billion from income tax and social 
contribution tax losses and temporary differences 
supported by projections of taxable profit. The 
projections are based on a study prepared by 
Management of current and future scenarios that 
require the use of judgment and subjective 
assumptions. 
 
We focused again on this area in our audit as the 
use of different assumptions in determining 
projected taxable profit could significantly change 
the estimated offset dates and tax credit amounts. 
The selection of these estimates are required to 
comply with CMN and BACEN protocols for 
recording and maintaining such assets in the 
financial statements. 

Our key audit procedures considered an 
understanding of the calculation and accounting 
processes based on tax regulations and accounting 
standards for tax credits, including the CMN and 
BACEN specific requirements. We also obtained an 
understanding of the relevant assumptions used by 
Management to estimate future taxable profits 
supporting the tax credits realization. 
 
We compared the assumptions used by the Bank 
and its subsidiaries to project taxable profits with 
the budgets approved by the Board of Directors and 
with market projections. Finally, we performed 
back-testing to support the reasonableness of past 
projections.  
 
We consider the assumptions and criteria adopted 
by Management to be reasonable in relation to the 
tax credit assets booked, the maintenance thereof 
and estimated realization.  
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Other matters 

 
Statements of value added 
 
The parent company statement of value added for the second half period and year ended December 31, 
2020, as well as the consolidated statement of value added for the year then ended, prepared under the 
responsibility of the Bank's management and presented as supplementary information for purposes of the 
Brazilian Central Bank, were submitted to audit procedures performed in conjunction with the audit of the 
Bank's financial statements. The presentation of these statements is required by the Brazilian corporate 
legislation for listed companies. For the purposes of forming our opinion, we evaluated whether these 
statements are reconciled with the financial statements and accounting records, as applicable, and if their 
form and content are in accordance with the criteria defined in Technical Pronouncement CPC 09 - 
"Statement of Value Added". In our opinion, these statements of value added have been properly prepared, 
in all material respects, in accordance with the criteria established in the Technical Pronouncement and 
are consistent with the parent company and consolidated financial statements taken as a whole. 
 
Other information accompanying the parent company and consolidated financial 
statements and the auditor's report 

 
The Bank's management is responsible for the other information that comprises the Management Report 
 
Our opinion on the parent company and consolidated financial statements does not cover the 
Management Report, and we do not express any form of audit conclusion thereon.  
 
In connection with the audit of the parent company and consolidated financial statements, our 
responsibility is to read the Management Report and, in doing so, consider whether this report is 
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise 
appears to be materially misstated. If, based on the work we have performed, we conclude that there is a 
material misstatement in the Management Report, we are required to report that fact. We have nothing to 
report in this regard. 
 
Responsibilities of management and those charged with governance for the parent 
company and consolidated financial statements 

 
Management is responsible for the preparation and fair presentation of the parent company and 
consolidated financial statements in accordance with accounting practices adopted in Brazil applicable to 
institutions authorized to operate by the Brazilian Central Bank, 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 parent company and consolidated financial statements, management is responsible for 
assessing the Bank's 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 Bank or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the financial reporting process of the Bank 
and its subsidiaries. 
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Auditor's responsibilities for the audit of the parent company and consolidated financial 
statements 

 
Our objectives are to obtain reasonable assurance about whether the parent company and consolidated 
financial statements as a whole are free from material misstatement, whether due to fraud or error, and to 
issue an auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but 
is not a guarantee that an audit conducted in accordance with Brazilian and International Standards on 
Auditing 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 Brazilian and International Standards on Auditing, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 
 
• Identify and assess the risks of material misstatement of the parent company and consolidated 

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. 
 

• 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 internal control of the Bank and its subsidiaries. 
 

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

 
• Conclude on the appropriateness of management's use of the going concern basis of accounting and, 

based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the 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 auditor's report to 
the related disclosures in the parent company and 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 auditor’s report. However, future events or conditions may cause the 
Bank to cease to continue as a going concern. 

 
• Evaluate the overall presentation, structure and content of the parent company and consolidated 

financial statements, including the disclosures, and whether these 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 Group to express an opinion on the consolidated financial statements. We 
are responsible for the direction, supervision, and performance of the Group audit. 

 
We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 
 
We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
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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 year and are therefore the 
key audit matters. We describe these matters in our auditor's 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. 
 
São Paulo, February 2, 2021 
 
 
  
PricewaterhouseCoopers                                                                       Tatiana Fernandes Kagohara Gueorguiev  
Auditores Independentes                                                                      Contadora CRC 1SP245281/O-6 
CRC 2SP000160/O-5 

 



 

 

 

 

  
 

SUMMARY OF THE AUDIT COMMITTEE REPORT 

 

2ND HALF OF 2020 

 

The Audit Committee (“COAUD”) for Banco PAN S.A. (“Bank”) presents a summary of its report as 

required by CMN Resolution 3,198, of May 27, 2004, article 17, 2nd paragraph, to the financial 

statements for the 2nd half of 2020, including the Explanatory Notes (“Financial Statements”), 

Management Report and Independent Auditor's Report, and disclosures of information that it 

considers material to the users of the financial information.  

 

The information was presented in the meetings held with Management, operating areas, the reports 

produced and presented to COAUD, as well as in interactions with the Bank's Internal Audit function 

and the Independent Audit firm.  

 

The COAUD was informed that there were no changes in criteria or material facts that could impact 

the balance sheet or the Bank's results in this period, other than those in the explanatory notes, which 

include: (i) determining the amount of the provision for expected losses associated with credit risk, in 

accordance with the applicable regulations in force, associated with the judgment and assumptions 

used by Management to determine credit risk. The Independent Auditors Report indicates that it had 

treated as key audit matters (i) the assumptions and criteria adopted by the Company’s 

Management for information disclosed in the financial statements; (ii) the Information Technology 

environment, for the process of preparation of the financial statements; and (iii) underlying tax credit 

assumptions and criteria adopted by the Bank’s Management for the tax credit assets, maintenance 

and estimated realization. Additionally, as regards the financial statements, the Independent Audit 

firm considered that they were properly prepared, in all material respects, and are consistent with 

the PAN Conglomerate's parent company and consolidated accounting information taken as a 

whole. The main issues that occurred in this period were: (i) acceleration of intangible asset expenses 

(digital formalization); (ii) expiration of legacy bank deposit certificates; (iii) renewal of funding 

through the issuance of guaranteed financial bills; and (iv) funding through DPGE-DI. 

 

Considering the above, and taking into account the limitations on its responsibilities in its reliance on 

the veracity of information received from the Bank, the COAUD considers that: 

  

a) The Bank has been improving the monitoring of the main risk indicators, reported monthly in the 

Risk Appetite Statement (RAS) and also its corporate governance, in which we highlight the creation 

of the Internal Audit Corporate Policy, which aims to define the attributions, responsibilities and 

principles that regulate the performance of the PAN Conglomerate's Internal Audit. Moreover, the 

Bank’s Management continues to exert its best efforts to continuously improve the Company's 

cybersecurity and technology systems environment, with the completion of the Cybersecurity 

Program in December 2020, developed with the objective of adhering to legal requirements, in 

particular Resolution 4,658/18 of the Brazilian Central Bank, and based on best practices; 

 

b) There is no material fact or evidence that could impair the effectiveness or independence of 

the internal and independent audits, which are compatible with the size and characteristics of the 

Bank; and 

 



 

 

 

c) The parent company and consolidated financial statements of the Bank and the 

accompanying notes, together with the Management Report and the Independent Auditor’s 

Report, were prepared in accordance with current regulations, with the requirements of the Brazilian 

Central Bank and the accounting practices adopted in Brazil, to reflect the Bank’s current financial 

position and performance. 

 

 

São Paulo, February 2, 2021 

 

 

 

 

AMIN ALVES MURAD 

President 

 

 

FÁBIO DE BARROS PINHEIRO  

Member 

 

 

 

PEDRO PAULO LONGUINI 

Member 
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OPINION OF THE FISCAL COUNCIL 

 
The Fiscal Council of Banco PAN S.A. ("Bank"), in the performance of its legal and statutory duties, 

examined the Bank's Management Report as well as the Bank’s financial statements for the year ended 

December 31, 2020, and the notes to those statements. Based on: (a) the independent auditor's 

report issued by PricewaterhouseCoopers Auditores Independentes on February 2, 2021, which states 

that the auditors had sufficient access to the information necessary to prepare such report and the 

financial statements, and reported its key audit matters, within the context of its audit, as: 1 –  the 

provision for expected losses - credit risk, concluding that the assumptions and criteria that 

management used were reasonable and consistent with the information disclosed in the financial 

statements (Notes 3g and 8); 2 – the Information Technology environment, to which were applied IT 

systems audit procedures  related to the testing of general technology and information security 

controls. These addressed systemic changes and program development, the security over program 

and database access, data processing center physical security and compensating controls, when 

required, in addition to testing of automated controls or of the technology-dependent information, and 

access restriction and segregation of duties related to significant processes for the preparation of the 

financial statements; and 3 – Tax Credit, in relation to the total credits of R$ 3.5 billion in Banco PAN 

and its subsidiaries, arising from temporary differences in calculating Corporate Income Tax (IRPJ) and 

Social Contribution on Net Income (CSLL) accounted for based on projected taxable profit, (Notes 3n 

and 32b); (b) the meeting with the independent auditors; (c) on the summarized Audit Committee 

report, dated February 2, 2021; and (d) by analysis of documents, information, and clarifications that 

the Bank's Board of Directors, mainly the Controllership and Compliance Board, provided to the Fiscal 

Council. 

 

The Fiscal Board considers that these documents: (a) properly reflect the activities in the year ended 

December 31, 2020, and the Bank's financial performance; and (b) may be submitted for assessment 

and approval at the Bank's General Meeting of Stockholders. 

 

São Paulo, February 2, 2021 

 

 

Alexandre Xavier Ywata de Carvalho Aníbal Cardoso Joaquim 

 
 

 
Peter Edward Cortes Marsden Wilson 
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