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ABOUT THE COVER

“The Power of Synergy: Igniting BK Excellence Together” - Imagine green waves, symbolizing
growth and renewal, converging in a dynamic flow. This visual metaphor captures the essence of
synergy at Bangko Kabayan, where collective efforts and diverse talents merge to create powerful
momentum. Through collaboration and shared vision, we elevate our performance, driving BK to
new heights of excellence. Together, we harness the strength of unity, transforming individual
contributions into a formidable force of innovation and success.




CORPORATE POLICY

Vision

With a God-centered, united workforce, we will be
the preferred financial institution of MSMEs in the
countryside, delivering relevant products and services
with excellence.

Mission

To become a major partner in the country’s economic
development by providing quality financial products
and services to MSMEs and individuals in the
communities we serve.

Through continuous growth, we will provide optimum
returns to our shareholders as well as opportunities
for our employees to develop themselves as fulfilled
and holistic individuals, aware of the important role
they play in the lives of others.

Core Values

Belief in Divine Providence

Inspiration of Bangko Kabayan as an ECONOMY of
COMMUNION (EOC) Enterprise which is based on the
Culture of giving.

Integrity
Respect and adherence to ethical values.

Service Excellence
Reciprocity.

Unity
Relationship building.

Commitment to Community
Development
Resource sharing.




BUSINESS MODEL

Bangko Kabayan Inc. (A Private Development Bank) has positioned itself as a
bank that will support the growth of the countryside by providing products and
services that add value to businesses and households, while helping them improve
their standard of living. The bank’s key business activities are loans and deposits
generation.

The bank’s primary target market includes the Micro, Small and Medium-sized
enterprises (MSMEs). Bangko Kabayan provides flexibility to cater their financial
needs that will contribute to the growth and development of their businesses. By
building an expertise in determining the cash flow of each entrepreneur applicant
and with a more in-depth understanding of the clients’ capacity to pay, Bangko
Kabayan is able to offer flexible terms for SMEs. Though this model entails greater
cost in backroom procedures, it nonetheless enabled BK to access an underserved
but growing sector. A thorough credit assessment process based on cash flow

and collateral, as well as deeper understanding of the client, his reputation in the
community, has become part of BK's formula to continuously grow its portfolio in this
sector while properly managing the risks involved.

The Inclusive Finance Group handles the loan products and services for individuals
and enterprises that fall under the classification of micro in terms of asset size and
small asset size enterprises with similar profiles as microfinance clients. This is the
group with the biggest manpower complement as it mostly comprises Inclusive
Finance Advocates who serve as the sales arm of the products developed for this
sector. The bank builds its mass-market portfolio, and at the same time, increases its
deposits by allowing the borrowers to allocate part of their amortizations as savings
in their individual deposit accounts.

The Branch Banking Group composed of the Area Managers, Branch Managers
and Account Managers serves as the marketing arm of the bank for the SMEs and
businesses in the agricultural sector that falls within the classification of small and
medium in terms of asset size. They act as the relationship managers of the bank
that reach out and cater to the needs of the clients.

In terms of deposits, the bank provides the standard range of deposit products like
Savings Account, Current Account, and Term Deposit Accounts. All of these products
and services are accessible to customers through the bank’s branches located in
Region IV-A, Region VI and Region VII. Over the years, Bangko Kabayan has been
able to gradually build its deposit base, particularly low-cost deposits. This can

be attributed to the goodwill generated by the bank over its 66 years of business,

through its employees as well as long standing clients who have experienced BK's
brand of personalized service. It is for this reason that the bank is able to maintain its
low cost of funds.

Managing its operational costs continues to be one of the main challenges as the
current key business processes — such as customer acquisition, retention, loan
processing and evaluation, requires a lot of people due to manual processes.

For improvement of its reach and enhancement of its processes towards increased
efficiency without compromising its risk management standards, Bangko Kabayan
has embarked on a journey with UnionBank and its affiliates. Through this, BK will
be able to provide more value-adding products and services, improve service delivery
and strengthen market presence through the use of technology.

BRAND POSITIONING

Over the decades, Bangko Kabayan (BK) has embraced the essence of personalized
service, treating every client with care and respect, no matter how big or small they
are. This heartfelt commitment is embedded in the spirit of every BK employee,
ensuring that every client feels truly valued and understood. BK’s dedication shines
through in the small but meaningful acts of assistance, whether it's helping with
account openings, crafting bespoke products for microentrepreneurs, or offering
flexible terms tailored to the unique needs of SMEs.

As BK broadens its reach through various channels, including partner outlets and
digital platforms, the challenge lies in preserving this cherished personal touch.

The bank is steadfast in its mission to maintain heartfelt and attentive customer
interactions, whether face-to-face or digital. BK's enduring mission is to support the
financial needs of MSMEs with thoughtfully designed products and services available
through its expansive network.

The overarching goal is to assure clients that, despite evolving processes and
technologies, BK remains the same compassionate development bank that deeply
understands and cares for their needs. Dahil kami ay hindi basta Bangko, Kabayan

pa.




HISTORY & TIMELINE
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FINANCIAL HIGHLIGHTS

Total Net Interest Income 453,481,026 371,782,241
Total Non-Interest Income 125,937,240 54,403,988
Total Non-Interest Expenses 400,195,165 288,330,699
Pre-provision Profit 153,842,021 108,894,261
Allowance for credit losses 26,432,000 21,877,300
Net Income 127,410,021 87,016,961

Liquid Assets 1,830,647,733 1,195,025,025
Gross Loans 3,240,329,702 2,453,156,517
Total Assets 4,533,207,926 3,623,500,578
Deposits 3,615,862,310 2,877,432,263
Total Equity 765,394,275 596,274,232

Return on Equity 18.71% 15.72%
Return on Assets 3.12% 2.49%
Capital Adequacy Ratio 20.03% 21.02%

§|

Headcount 636
Officers 84




REPORT OF THE PRESIDENT & CEO

Despite the persistent economic headwinds in 2023, Bangko Kabayan remained
steadfast and achieved a remarkable milestone in its esteemed history. Our efforts
to expand our reach have paid off, as we received the final approval of the merger
between Fairbank, Progressive Bank and Bangko Kabayan in the same year and
consolidated the 3 banks last July, 2023.

FINANCIAL HIGHLIGHTS

2023 was a strong year for Bangko Kabayan as it surpassed an all-time high of
127.4Mn in Net Income After Tax (NIAT), marking a substantial increase of 46.4%
from the previous year’s 87.02Mn. Net interest income reached 453.48Mn, reflecting
a 22% increase from the preceding year. The 36% growth in total revenue outpaced
the 33% increase in operating and administrative costs.

The ending loan portfolio reached 3.25Bn, reflecting a growth of 787.17Mn or 32%
from 2022. Regular loans contributed 76.7% of the portfolio, while Microfinance

and Supervised credit loans under Inclusive Finance accounted for 23.3%. As a

result of the merger, the Visayan banks’ legacy accounts caused the increase in
Non-Performing Loan (NPL) ratio to 10.64% from the previous year’s 2.55%, while
NPL coverage rose to a healthy 86.28% from 64.85%. The bank’s deposits ended at
3.62Bn with an increase of 25.66% from the previous year, retaining its CASA- Hi cost
deposit of 70%-30%.

With the higher NIAT, profitability ratios such as Return on Assets (ROA) and
Return on Equity (ROE) followed from 2.49% and 15.72% to 3.12% and 18.71%
respectively. Moreover, BK’s Capital Adequacy Ratio (CAR) remained above the
regulatory and internal limits at 20.03%.

OPERATIONAL HIGHLIGHTS

The July merger marked a significant milestone in our organization’s growth
trajectory, reinforcing our commitment to expanding our footprint and enhancing
our capabilities in the banking sector. With the merger, 12 branches and 2 branch-
lites located in the areas of Cebu, Iloilo, Negros and Bohol in Visayas were added to
the existing 23 branches and 1 branch lite in Luzon. We are confident that this will
bring out synergies and efficiencies for our clients, stakeholders, and the broader
community. We anticipate leveraging the combined strengths of all entities to drive
sustainable growth and deliver value to our shareholders.

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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To streamline operations post-merger, we embarked on the standardization of
products, processes and procedures across all branches. Notably, we prioritized the
consolidation of financial reports for Luzon and Visayas, ensuring uniformity and
efficiency in reporting.

Additionally, we completed the standardization of our Human Resource and
Information System (HRIS) in October 2023. Simultaneously, preparatory activities
for migrating Cebu and Iloilo branches to eICBA, the core banking system used in
Luzon, have commenced. This migration aims to harmonize operations and optimize
efficiency and it has been completed last March 2024.

In pursuit of enhanced asset and financial management system, the bank is in the
process of selection with various providers for its Enterprise Resource Planning /
Computerized Accounting System.

Amidst these initiatives, we remain vigilant against evolving technological risks,
enhancing our security measures to safeguard our operations and data integrity.
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DEPOSITS

Furthermore, we also initiated a branch rationalization process in the Visayas region.
We relocated certain branches namely Iloilo City, Dumaguete City, and San Carlos
City. This strategic relocation initiative underscores our commitment to extending our
reach and providing exceptional banking services to diverse communities.

By strategically positioning our branches in these regions, we aim to enhance
accessibility and convenience for our clients while reinforcing our presence in high-
potential markets. We believe that these initiatives will not only facilitate smoother
operations but also foster stronger relationships with our valued clients.

As part of our ongoing efforts to enhance our offerings and solidify our position as
the preferred financial institution for MSMEs in rural areas, Bangko Kabayan has
actively sought avenues to expand its market presence. In September, we established
a strategic collaboration with Landbank of the Philippines to integrate with the Link.
Biz Portal service as one of its merchant billers. This partnership was designed to
offer our clients additional payment options and convenient channels for settling bills
and amortizing dues.



Lastly, we upheld our commitment to strong risk management and compliance
practices, ensuring regulatory compliance and safeguarding the bank’s assets.
Proactive risk identification and mitigation measures helped mitigate potential risks
and vulnerabilities, strengthening our resilience against external threats.

DEVELOPMENT OF WORKFORCE

Our commitment to nurturing a value-driven organizational culture is paramount. We
continue to invest in our workforce through the Culture & Synergy Building (CSB) and

Culture Development Animators (CDA) programs. These initiatives cultivate culture
champions and facilitators, ensuring the seamless integration of our core values into
everyday operations.

Employee well-being remains a cornerstone of our holistic development approach.
Monthly wellness talk sessions cover various topics ranging from financial
management to mental health, underscoring our commitment to employee welfare.

The Talent Development Academy (TDA) training programs ensure continuous
learning and skills development across various business functions. In particular, the
Sales Bootcamp, Credit Bootcamp, and Leadership & Management training programs
have equipped our employees with the skills necessary for growth and productivity.

As of 2023, we employ 636 individuals across Luzon and Visayas, with 21%
completing the Leadership and Management Training Program (LMTP) and 89% of
graduates subsequently promoted to middle management positions.

BEST MSMEs DEVELOPMENT BANK

Bangko Kabayan has been named the Best MSMEs Development Bank at the 2023
International Finance Awards, recognizing the bank’s commitment to supporting the
growth and development of micro, small, and medium-sized enterprises (MSMES).

Bangko Kabayan'’s recognition as the Best MSMEs Development Bank is a testament
to the bank’s commitment to supporting the growth and development of small
businesses. The bank’s continued focus on MSMEs will help drive economic growth
and development in the succeeding years.

Looking forward, we are cautiously optimistic about the future despite ongoing
uncertainties in the global economy. We remain focused on driving innovation,
fostering customer-centricity, and leveraging our strengths to capitalize on emerging
opportunities particularly in our new Visayan regions. With a talented workforce, a
strong financial foundation, and a clear strategic vision, we are well-positioned to
navigate challenges and continue delivering value to our shareholders.
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In closing, I would like to express my sincere gratitude to our shareholders, clients,
employees, and partners for their unwavering support and commitment. Together, we
have achieved remarkable success. I am confident that we will continue to thrive in
the years to come, for the power of synergy is igniting BK together for excellence.

G/ ng
Beatriz B. Romulo
President & CEO

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)



OVERCOMING CHALLENGES &
ACHIEVING GROWTH

In 2023, Bangko Kabayan embarked on a transformative journey marked by its merger with
Fairbank in Cebu and Progressive Bank in Iloilo. This strategic move significantly expanded
the bank’s reach, enlarging its branch network from 24 branches (23 full branch and 1
branch lite)in Luzon to an impressive 35 branches and 3 branch lites nationwide. However,
this expansion brought forth challenges that demanded meticulous planning and execution.

One of the primary hurdles faced by Bangko Kabayan was the need to align its direction
and target market focus with the surviving entity’s Vision and Mission. To achieve this, the
bank had to launch its MSME products and services in the Visayas region, ensuring they
were tailored to meet the evolving needs of customers across the regions municipalities.
Additionally, strategic relocation of branches in the Visayas region was undertaken, aiming
to position them in areas conducive to tapping into the MSME market effectively.

Furthermore, aligning the organizational structure was imperative to facilitate the seamless
delivery of Bangko Kabayan’s offerings across its expanded network. This involved
restructuring both front and back-office functions, necessitating employee rotation and
retooling to adapt to new roles and responsibilities. The bank recognized the importance
of ensuring that its workforce possessed the required competencies to thrive in the post-
merger environment. Consequently, significant investments were made in comprehensive
training programs and ongoing support to empower employees for success.

Integrating the cultures of the merged entities emerged as another critical aspect of
Bangko Kabayan's transformational journey. The bank focused on fostering a cohesive and
collaborative work environment by building a shared organizational culture centered on

its core values and mission. This cultural alignment was essential for promoting unity and
driving collective efforts towards common goals.

Transitioning from managing a regional bank to a nationwide institution necessitated
adjustments to operational procedures. Bangko Kabayan undertook the challenge

by implementing streamlined processes aimed at enhancing efficiency and ensuring
consistency across all branches. Despite the complexities inherent in such a transition, the
bank remained steadfast in its commitment to delivering exceptional service to customers
nationwide.

In conclusion, Bangko Kabayan's journey serves as a compelling case study of
perseverance, innovation, and strategic foresight. By effectively addressing the challenges
brought about by its merger and expansion, the bank not only navigated through turbulent
waters but also thrived, setting new benchmarks for success in the banking sector.




RISK MANAGEMENT

Bangko Kabayan (BK) like any other businesses is continuously facing different kinds
of risks that increase probabilities of financial losses. To mitigate these risks as a
financial institution, BK established its Risk Management (RM) system as a component
of good governance and an integral part of its culture.

RM fundamental principles show that it is an element of good governance that
promotes transparency, accountability and control. Effectiveness of the RM system lies
with the responsibility of the Board of Directors (BOD) through its Risk Management
Committee (RMC) who oversees the bank’s infrastructure, defines, analyzes, measures
and reports the effective control of the risks within the bank. BOD oversight includes
monitoring of senior management’s activities in managing credit, liquidity, operational,
compliance, interest, market, strategic and reputational risks inherent in BK.

BK applies the Enterprise Risk Management (ERM) integrated approach to view risks,
considering the risks at all levels of the organization and the inter-dependencies of its
various units. BK's ERM aims to identify the risks associated with the core activities
and business strategies of the bank and craft risk strategies to address these risks, at
the same time inculcating RM as part of BK'’s culture while integrating RM as part of
BK’s good corporate governance and strategic management. It also aims to enhance
operational efficiency, help sustain growth and optimize BK’s earning potential.

BK’s ERM encompasses the strategic implementation of three lines of defenses to
define boundaries and clear responsibilities between each group. The first line of
defense is the business line units who own and manage the risks. The second line
of defense is the independent risk management and compliance function of the
bank that oversees the risks. And the third line of defense is the internal audit which
provides independent assurance.

To provide a system of check and balance, BK separates the risk-taking decision

from the risk assessment and controls over it. The front office functions in charge of
business execution and risk taking activities are segregated from back office functions
where the latter performs support functions to increase efficiency, and implements
control functions for discipline and risk mitigation. The core banking system of BK
also set appropriate controls that serve as a back office in both functions by limiting
the access of the users using the least privilege principle and separation of duties.
Independent from front office and back office, BK established a middle office through
the Risk Officer who has direct access to the BOD and has sufficient leverage to push
through complex or uncomfortable risk issues to the highest levels of decision-making.

Risk Appetite and Strategy

To achieve its ERM objectives, BK defined its risk appetite as the maximum level

of risk the bank is prepared to accept in order to achieve its corporate objectives.
This ensures that identified risks shall be managed to acceptable levels set by the
bank. Risk appetites are reviewed and approved by the BOD through its RMC and is
communicated down to operational level by formulating related risk limits that form
part of the BK’s policies.

¢ BK shall pursue its 3-year business plan within a moderate risk
appetite to support its vision of becoming the preferred financial
institution of MSMEs in the countryside.

¢ BK shall continue to take calculated risks to effectively serve its
stakeholders, taking into consideration its overall sustainability and
maintaining a capital adequacy ratio (CAR) of 12%, an acceptable
annual Return on Equity (ROE) of at least 9% and a stable rating of
at least 3 based on BSP’s Supervisory Assessment Framework
(SAFr).

» BK plans to operate within a moderate overall risk range, reducing
risks emanating from competition, client relationship management,
information technology confidentiality, product pricing, BSP
regulations, technology implementation, information technology
availability / continuity, employee communication, and tone at the
top.

Communication and reinforcement of BK's risk appetite throughout the bank help align
all employees’ risk taking decisions. For managing concentration of risk, prudent risk
limits are set for strategic, credit, liquidity, reputational, compliance and operations
risks in accordance with BK’s size, complexity and risk profile. These risk limits are
reviewed and approved by the BOD through its RMC. Through the risk management
process,breaches of the risk appetite and risk limits can be identified. As the bank’s
risk management continuously monitors the limits, any breaches are reported to BOD
and RMC for analysis and decision.

Significant Risk Areas Exposures
STRATEGIC RISK
Risks that arise when there are forces in the external environment that could either

put a company out of business, or significantly change the fundamentals that drive its
overall objectives and strategies.

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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TECHNOLOGY RISK

Risks that arise from the use of computer systems in the day- to-day conduct of the
bank’s operations, reconciliation of book of accounts, and storage and retrieval of
information and reports. This also includes failure to comply with corporate IT policies
and controls, duplication of efforts, increased costs and inefficiencies.

CYBER-SECURITY RISK
Any risk of financial loss, disruption or damage to the reputation of an organization
resulting from the failure of its information technology systems.

CREDIT RISK

Inability to review and analyze requests for credit to determine likelihood of
repayment. This includes the failure to manage the risk that loss is incurred if counter
party does not fulfill its financial obligations in a timely manner.

OPERATIONAL RISK

Risksthatoperationsareinefficientandineffectiveinexecuting BK's business goal which
includes failure to deliver and support products and services to meet customer
expectations.

COMPLIANCE RISK

Risks that arise when there is non-compliance with prescribed organization policies,
procedures or laws and regulations that result in penalties,fines,etc.This includes
regulations with BSP, SEC, AMLC, BIR, DOLE and other regulatory agencies.

REPUTATIONAL RISK

Risk of damage to a bank’s image and public standing that occurs due to some
dubious actions taken by the bank. Sometimes reputational risk can be due to
perception or negative publicity against the bank and without any solid evidence of
wrongdoing. Reputational risk leads to the public’s loss of confidence in a bank.

LIQUIDITY RISK

Failure to ensure that the company has access to sufficient funds to honor its cash
outflow obligations or inability to meet investments and funding requirements arising
from cash flow mismatches without incurring unacceptable losses or costs.

ENVIRONMENT AND SOCIAL RISK
Potential financial, legal, and/or reputational negative effect of environmental and
social issues.

INTEREST RATE RISK

Inability to appropriately plan for and react to fluctuations in interest rates. Interest
rate risks usually arise from the differences in the changing rate relationship and from
the differences in the timing of rate changes and cash flows.

MARKET RISK

Failure to manage risk of changes in the value of a product, instrument or transaction
from underlying market exposure. This also includes inability to appropriately plan for
and react to fluctuations in foreign exchange rates.

2023 ANNUAL REPORT

Market Interest Rate

Risk Management Process

BK sees RM as a function and process that utilizes its infrastructure such as vision,
mission, strategies, organizational structure, corporate governance, policies and
procedures, technology, communication and reporting system to achieve the RM
objectives of enhanced operational efficiency, sustained growth, optimized earning
potential of capital, optimized beneficiary reach and risk culture inculcation. There

are 8 risk categories identified to be monitored by financial institutions namely credit,
liquidity, strategic, reputation, compliance, operations, market and interest rate. These
risks are inherent given the infrastructure and systems instituted which, if properly
managed through an effective RM system should lead to the intended results.

Risk Governance Structure

BK adheres with the RM structure for efficient facilitation of the risk management
process. The Risk Officer (RO) heads the risk management function and has direct
access to the Board of Directors and Risk Management Committee. RO directly reports
to the Board of Directors, but administratively reports to the President. There is also
an oversight coming from the Group Subsidiary Risk Officer of the Parent Bank to
ensure alignment between UBP and its subsidiaries’ risk management activities and
processes. The RO is responsible for overseeing the risk management function and



should support the BOD in the development of the risk appetite and risk appetite
statement of the bank, and for translating the risk appetite into a risk limit structure.
The RO also proposes enhancements to risk management policies, processes and
systems to ensure that the bank’s risk management capabilities are sufficiently robust
and effective to fully support strategic objectives and risk-taking activities.

The Risk Management Function is responsible for overseeing the risk-taking activities
across the bank, as well as in evaluating whether these remain consistent with the
bank’s risk appetite and strategic direction. It ensures that the risk governance
framework remains appropriate relative to the complexity of risk taking activities of
the bank. The risk management function is responsible for identifying, measuring,
monitoring and reporting risk on an enterprise-wide basis as part of the second line of
defense. It directly reports to the Risk Management Committee (RMC) or BOD.

The Board of Directors of Bangko Kabayan is responsible for approving the bank’s risk
governance framework and oversees management’s implementation. The BOD defines
the bank’s risk appetite by taking into account the business environment, regulatory
landscape and the bank’s long term interests and ability to manage risk. The BOD also
approves and oversees adherence to the risk appetite statement, risk policy and risk
limits and defines organizational responsibilities following the three lines of defense
framework. The BOD ensures that the risk management,compliance and internal audit
functions have proper stature in the organization, have adequate staff and resources,
and carry out their responsibilities independently, objectively and effectively.

l BOARD OF DIRECTORS

A
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Bangko Kabayan designated a Risk Management Committee (RMC) who will primarily
advise the BOD for BK's overall current and future risk appetite, oversee senior
management’s adherence to the risk appetite and report on the state of risk culture
of the bank. The committee’s main responsibility is to oversee the risk management
framework, adherence to risk appetite and risk management function and ensure
that there is periodic review of the effectiveness of the risk management systems and
recovery plans. It also ensures that corrective actions are promptly implemented to
address risk management concerns and that the current and emerging risk exposure
are consistent with the bank’s strategic direction and overall risk appetite. The RMC
also performs assessment on the overall status of adherence to the risk appetite
based on the quality of compliance with the limit structure, policies, and procedures
relating to risk management and control, and performance of management, among
others. It is also responsible for the appointment/selection, remuneration, and
dismissal of the Risk Officer (RO).

Risk governance requires an effective information sharing and communication system
enabling the timely, accurate, concise, and understandable transfer of information.
This includes, educating, collecting feedback, reporting and engaging in fruitful
discussion about risk. The risk management of BK is responsible for communicating
risk information throughout the institution through the preparation and presentation
of risk reports. This report is also presented during the regular monthly and quarterly
meeting of the Risk Management Committee and the BOD. The risk report covers
satisfactory content like areas of concern, emerging threats and opportunities and
material risk areas within the organization that is being monitored. To ensure accuracy
of the risk reports, the data being used is reconciled and validated from system
generated reports and financial statements.

BK employs the use of risk measurement tools like Key Risk Indicator (KRI), Stress
Testing and Incident Monitoring for determining the quantitative and/or qualitative
impact or consequences of risk. Key Risk Indicators (KRI) is used to predict the
occurrence of risks. Each of the identified top priority risks has a set of KRIs that
measures the possibility of the identified priority risk happening. Stress testing is
used to evaluate the financial position under unlikely, yet possible events that could
cause significant impact to capital. It covers various scenarios arising from identified
risk events with a high probability of occurrence. BK performs stress testing for risk
events that may affect large exposures and sources of funds. Results of these tests
are included in the risk reports of the Risk Officer (RO) to the Risk Management
Committee of the Board. Scenarios and assumptions are set by the RO based on
current conditions and factual information. Monitoring of Incident Report involve
actions that are not in compliance with existing policies and procedures of the bank,
irregularities encountered on the systems or any action that is against the interests of
the bank are monitored, summarized and reported quarterly to the Risk Management
Committee as operational risk management tool for monitoring risk of loss resulting
from inadequate or failed internal processes, people and system or from external
events.

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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Anti-Money Laundering/Countering the Financing of Terrorism Risk
Management

AML/CFT risk management encompasses evaluating the risks associated with money
laundering and terrorist financing and executing suitable measures to minimize these
risks. Bangko Kabayan employs an Institutional Risk Assessment method to identify,
evaluate, and handle the ML-TF risks within the Bank. This involves identifying and
evaluating the inherent ML-TF risks, assessing the effectiveness of internal controls,
and determining the residual ML-TF risk the Bank might encounter. The Objectives of
the IRA is to:

1. Assess the ML-TF risk profile of the Bank and evaluate the adequacy of
internal controls

2. Set out the methodology and criteria for identifying aspects within
the Bank that represent potential vulnerabilities to ML-TF and to
evaluate these vulnerabilities.

3. Enable the Bank to apply appropriate risk management processes and
controls in order to reduce ML-TF risks.

4. Serve as the basis for enhancing the Bank’s Money Laundering and Terrorist
Financing Prevention Program (MTPP).

The Bank’s MTPP aligns with the provision of the Anti- Money Laundering Act (AMLA),
as amended, the Terrorism Financing Prevention Act (TFPA), their implementing Rules
and Regulations (IRR), and all Anti-Money Laundering Council (AMLC) and Bangko
Sentral issuances.

The Bank’s MTPP covers the basic pillars of an AML/CFT Program, to wit:

¢ A system of internal policies, procedures and controls (first line of defense);

e A designated compliance function with a compliance officer (second line of
defense)

¢ An on-going employee training program;

¢ An independent audit function to test the overall-effectiveness of the MTPP
(third line of defense)

The MTPP manual is maintained by the Compliance Office. It is updated at least once
every two (2) years or as needed to properly adhere to new rules and regulations of
regulatory agencies, laws and policies and procedures of the Bank. The Bank’s Board
of Directors approves the MTPP.

The Board, Senior Management, and all staff diligently uphold complete adherence to

the relevant rules and regulations established by the Anti Money Laundering Council
(AMLC) and the Bangko Sentral ng Pilipinas. The Corporate Governance Committee
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oversees the implementation of the MTPP. The bank’s procedures for complying with
the AMLA are outlined in its MTPP. The Bank’s Chief Compliance Officer oversees AMLA
compliance and conducts routine compliance assessments of business units.

In order to minimize compliance risk and eliminate deviation from regulatory
requirements, the Compliance Office created an e-learning module for the employees
of the Bank. The AML Training Programs are designed specifically for the different
Bank employees depending on their areas of responsibility and exposure to risk. These
training programs are consistent and in accordance with the pertinent provision of the
BSP Manual of Regulations for Banks and related BSP and SEC circular, as well as, the
Anti-Money Laundering Act of the Philippines. All responsible officers and employees
are informed of all resolutions, circulars and other issues by the BSP and the AMLC in
relation to matters aimed at preventing money laundering and terrorist financing.

A written policy and procedures for customer acceptance and identification were
established to authenticate the true identity of clients. According to these guidelines,
each business unit must confirm a customer’s true identity using official or other
dependable identifying documents or records before opening an account. Similarly, the
Bank must categorize its clients as Low, Normal, or High risk, and apply corresponding
levels of due diligence: Reduced, Average, or Enhanced, in accordance with the
risk-based approach mandated by the MORB. Approval from senior management is
required to engage in a business relationship with a high-risk customer or politically
exposed person.

All customer identification records, including identification documents, signature
cards, and documentary requirements provided by clients, as well as records related
to customer due diligence, will be kept and securely stored for the duration of the
account’s existence and for five years following its closure. However, in the event of an
account being implicated in @ money laundering case, documents will be retained until
the case reaches a final decision.

The Compliance Department is responsible for transaction monitoring and reporting
system for Covered Transactions (CTRs) and Suspicious Transactions (STRs) in
coordination with the various units or groups within the Bank. The AML Committee
performs the final review of the suspicious transaction before its filing as STR.

Risk on money laundering and terrorist financing may arise from the development

of new products and business practices, and new technologies that may be used for
both new and existing products. Thus, risk assessment is done to identify appropriate
measures to mitigate risk.

The Internal Audit Department are tasked to conduct assurance on the effectiveness
and adequacy of the MTPP through conduct of regular audit.



RISK EXPOSURE & ASSESSMENT

Operational Risk

Operational Risk is the risk of loss arising from direct or indirect loss from inadequate
or failed internal processes, people, and systems or external events. This definition
includes legal risk, but excludes strategic and reputation risk.

Strategies
Given the scope of Operational Risk, the Bank'’s efforts are focused towards:

¢ Ensuring its processes have sufficient controls to protect the Bank against
fraud, as well as sufficient monitoring and reporting systems to allow it to
recognize any transactional errors as well as potential fraudulent transactions;

¢ Ensuring it has sustainable and competent personnel to deliver all the products
and services that it offers;

¢ Ensuring all systems, especially service critical solutions (e.g. such as the Bank’s
core banking system, eICBA) have a high level of availability and redundancy;
and

¢ Ensuring the Bank is adequately protected against unforeseen natural events
(e.g. calamities, fire, etc).

Governance

Bangko Kabayan Inc. pursues sustainable growth and manages business processes or
activities in a highly ethical manner compliant with applicable laws and regulations and
within the Bank'’s defined levels of authority and appropriate applicable internal
controls.

With the Board and Management’s oversight functions and integrated management
control systems, the Bank has in place proper reporting and escalation procedures to
ensure that no major or catastrophic losses are incurred. This includes ensuring that
all service critical systems have a high level of availability and redundancy.

The Bank has zero tolerance for established fraudulent activities be it internal or
external. The Bank also believes in life over property at all times.

Risk Management Process

Risk Identification and Assessment

Risk identification and assessment are fundamental characteristics of an effective
operational risk management system. Effective risk identification considers both

internal factors (such as structure, nature of activities, the quality of human resources,
organizational changes and employee turnover) and external factors (such as changes

in the industry and technological advances). Sound risk assessment allows the bank
to better understand its risk profile and allocate risk management resources and
strategies most effectively. Tools that help in identifying the associated risk events to
the process and the process’ objectives are the following:

¢ Audit Findings: While audit findings primarily focus on control weaknesses and
vulnerabilities, they can also provide insight into inherent risk due to internal or
external factors.

e Risk and Performance Indicators: Risk and performance indicators are risk
metrics and/or statistics that provide insight into a bank’s risk exposure. Risk
indicators, often referred to as Key Risk Indicators (KRIs), are used to monitor
the main drivers of exposure associated with key risks. Performance indicators,
often referred to as Key Performance Indicators (KPIs), provide insight into the
status of operational processes, which may in turn provide insight into
operational weaknesses, failures, and potential loss. Risk and performance
indicators are often paired with escalation triggers to warn when risk levels
approach or exceed thresholds or limits and prompt mitigation plans.

o External Loss Data Collection and Analysis: External loss data provides relevant
and robust content for scenarios and assessments that reflect the complexities
of our current times.

e Internal Loss Data Collection and Analysis: Internal operational loss data
provides meaningful information for assessing a bank’s exposure to operational
risk and the effectiveness of internal controls. Analysis of loss events can
provide insight into the causes of large losses and information on whether
control failures are isolated or systematic. It is also useful to capture and
monitor operational risk contributions to credit and market risk related losses in
order to obtain a more complete view of their operational risk exposure.

Loss Data Collection

Bank’s internal loss data are captured and recorded thru Incident Monitoring.
Reporting of security incidents enables the Bank to identify and record operational
risk exposures to allow the bank to track and close-out events/incident and provide
a system for Risk-Based Capital charging. With Incident Monitoring, the bank can
identify the events which have the most impact across the entire bank and business
practices which are most susceptible to operational risk. Information generated from
the loss event database will also support the basis for creating risk indicators for
operational risks.

The Bank tracks the actual loss data (where losses have actually materialized,
expenditures are incurred to resume normal functioning, receivables not recovered,
etc.) and potential losses such as opportunity costs or foregone revenue, near misses,
assessed penalties, attempted frauds or possible exposure where no loss has actually
been incurred by the bank.
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Aside from information on gross loss amounts, the Bank collects information on any
recoveries, as well as some descriptive information about the root cause/ drivers of
the loss event and the standards, policies and procedures or best practices related
to the incident/ event. Any Bangko Kabayan employee can report any of the security
incidents falling under the Basel Classification for operational risks.

Risk Measuring and Monitoring

Several tools are utilized to provide a reasonable basis for measuring and monitoring
operational risk incidents, such as:

¢ Key Risk Indicators — Both business and operating units use risk indicators
representing standard measures that would indicate effectiveness of
operational risk management activities. KRI's are measurable indicators that
track exposure or loss. The use of key risk indicators as a management tool is
one of the requirements for the calculation of a bank’s operational risk capital
charge.

e Loss Experiences — Historical losses / risks events are collected to help assess
effectiveness of current risks measures and explore development of new ones.

e Risk Driver Analysis — All identified risks undergo a process of risk driver
analysis to facilitate the management of risks at its source.

e Risk Mapping — Tool used by the Bank to enable and assist process owners in
determining where to focus on. The process requires mapping of all identified
risks event against severity and likelihood.

Risk Reporting

Both monitoring and review shall be a planned part of the risk management process
and involve regular checking. This is because few risks remain static, factors affecting
likelihood and consequences may change, factors affecting the suitability or cost of
treatment options may also change.

The frequency of monitoring reflects the risks involved and the frequency and nature
of changes in the operating environment. The results of these monitoring activities are
included in the regular ROC reports. Reports are distributed to appropriate levels of
management and to areas of the bank where it may have an impact.

Risk Mitigation

Internal controls have been designed to provide reasonable assurance that the Bank
will have efficient and effective operations; safeguard its assets; produce reliable
financial reports; and comply with applicable laws and regulations. A sound internal
control program consists of five components that are integral to the risk management
process: control environment, risk assessment, control activities, information and
communication, and monitoring activities.
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Credit Risk

Credit risk is the risk of possible loss to the bank if a counterparty fails to meet its
obligations in accordance with agreed terms of the bank. The bank manages credit
risk through its policies and authorities that govern, and practices of all credit-
originating and borrowing relationship of the bank.

Strategies

The Bank is exposed to credit risk arising from loan defaults of its clients, with

a maximum exposure without taking into account collateral and other credit
enhancements equal to the carrying amount of their loans. As a mitigating factor, a
stringent policy has been implemented in loan granting such that the Bank grants
credit only to recognized, creditworthy clients. The bank transacts only with clients
who have demonstrated financial soundness.

The Bank extends different loan products to Small and Medium Enterprises, OFW,
Employed and even Large Corporation/Companies. The Bank’s lending policies include,
among others, the requirement that all loan applicants shall be subject to a screening
process using the Bank’s criteria and eligibility factor, particularly on the 5C’s of Credit
such as Character, Capacity, Collateral, Capital and Condition which serve as the basis
for the decision to grant or deny the loan.

The Bank has sought to diversify its portfolio in recent years by expanding the Bank’s
product fit to its market, improving the existing product and exploring different
industries and sources of client’s base.

Governance

The Bank’s Board of Directors oversees all aspects of credit risk management and
sets its general tone and direction. In line with these, specific strategies are set by
delegated Board-level and/or senior

management-level committees.

The Board RMC develops and oversees the risk management program and strategies
for credit risk control and management to prevent losses and lessen the impact when
losses are incurred.

The Executive Credit Committee, on the other hand, evaluates existing policies,
practices and procedures on credit or credit-related matters. It also reviews and
revises existing policies, when needed, to ensure that these policies are adjusted to or
at pace with the dynamics of the lending initiatives of the business units at the same
time within the bounds of the Board’s approved risk appetites.



The Credit Team ensures the adequacy and constant updating of the Bank’s credit
policies and procedures through regular identification of existing or emerging credit
risks, recommending mitigation and monitoring the level of adherence thereto. Results
of these activities are reported to the Executive Credit Committee subject to Board
approval but should be endorsed and relayed by the Risk Management Committee.

Risk Management Process and Mitigation

The bank ensures that it measures risk accurately and in a timely manner to control
or monitor risk levels. In line with this, the bank ensures that it adheres to the criteria
of the 5C’s of credit and various mitigations are identified in each account. For loans
more than P10M, an internal credit risk rating model was developed. The results of
the said scoring will be used in the computation of the expected credit losses and/or
required loan loss provision with the bank’s adoption of the regulations of PFRS 9.

On the other hand, the bank has also created policies and procedures for the
evaluation and monitoring of different loan products, revised and adjusted to adapt to
circumstances encountered along the way. The collection unit was also re-aligned to
ensure that issues are promptly addressed.

Processes and guidelines on credit risk mitigation have been established by the bank.
The bank is governed by the following credit limits: Internal Single Borrower’s Limit
(SBL), Directors, Officers, Stockholders, and Other Related Interests (DOSRI) Limits,
NPL Ratio Limits, and Credit Authority Limits. The Bank also monitors compliance with
the BSP’s limit on exposure to any single person or bank of connected persons to an
amount not exceeding 25% of the bank’s adjusted capital accounts.

Stress tests are likewise conducted to identify potential changes in market, economic,
and political conditions. The impact of natural calamities such as volcanic eruptions,
storms and typhoons, earthquakes, diseases affecting livestock and poultry (ASF, Bird
Flu, Fish Kill), and financial services by the government to MSME’s could adversely
impact the performance of their credit portfolios.

As of December 31, 2023, the bank has no securitization exposure and no credit
protection since there is no credit derivatives.

Interest Rate Risk

Interest rate risk is the current and prospective risk to earnings or capital arising
from movements in interest rates. Interest rate risk arises from differences between
the timing of rate changes and the timing of cash flows (repricing risk); from
changing rate relationships among different yield curves affecting Financial Institution
("FI") activities (basis risk); from changing rate relationships across the spectrum

of maturities (yield curve risk); and from interest-related options embedded in FI
products (options risk). In the retail perspective of the Bank, our interest rate risk
arises from the differences in the changing rate relationship and from the differences
in the timing of rate changes and cash flows.

Risk Governance

The Board, through its RMC and with the endorsement of ALCO, review and approve
the risk limits, risk measurements, scenarios and assumptions and the process for
setting and monitoring such on an annual basis.

Risk Management Process

To manage Interest Rate Risk, the Bank considers the nature of its strategies and
activities, its past performance, the level of earnings and capital available to absorb
potential losses and the Board’s tolerance for risk. The Bank measures the additional
capital charge for interest rate risk in the banking book by subjecting maturing/
repricing assets and liabilities within one year to a parallel shift in yield curve.

The Bank’s risk measurement and monitoring system is established to enable
identification, controlling and quantification of the major sources of the Bank’s interest
rate risk in a timely manner. Interest rate risk is periodically measured using Earnings-
at Risk (EaR) metric based on an internally developed model which is aligned with
Parent and Ultimate Parent Bank’s model. EaR measures the potential variance from
monthly expected net interest income under different scenarios at a particular
confidence level, considering assumptions about the composition of the balance sheet
and timing of repricing.

EaR is regularly reported to Risk Oversight Committee of the Parent &amp;
Ultimate Parent Bank, the ALCO, the Board of Directors through the Board RMC,
and other relevant stakeholders to aid in evaluating the level of interest rate risk,
ensuring adherence to established risk limits, and assessing the appropriateness of
management strategies in alignment with the Bank’s risk appetite.

In the EaR computation, the Bank includes in the assessment of its capital adequacy
the measure of probable loss due to the mismatch in the repricing of its assets and
liabilities by applying the impact of a potential parallel shift of the interest rates on the
accrual portfolio.
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Sensitivity analysis for EAR involves subjecting the on-balance sheet assets and
liabilities within 1 year to probable adverse interest rate movements, assuming a
parallel shift in the yield curve. Based on the repricing gap analysis as December 31,
2023, the Bank is positively gapped (i.e., more assets reprice earlier than liabilities).
For this sensitivity analysis a 100-bp parallel shift in the interest rates is assumed.

As of December 31, 2023, IRRBB warrants a capital charge amounting to Php 14
Million, assuming a 100-bp shift in interest rates that is similar to the assumption used
in the Bank’s EAR measures.

The Bank also performs EAR stress testing by subjecting the total interest rate
sensitive assets and liabilities within 1 year to probable interest rate movements,
assuming parallel and non-parallel shifts in the yield curve up to 500 basis points
interest rate shock. By considering all the worst movements in the yield curves, results
reflected that the Bank can still absorb possible adverse changes wherein the CET1
and CAR remain above the internal thresholds of 10.00% and 12.00% respectively.

To effectively manage the impact of interest rate movements in the banking book, the
Asset and Liability Management Committee (ALCO) conducts regular reviews of the
Bank’s financial assets and liabilities. This process involves analysis of the interest rate
environment, considering current market rates, projected trends, and the associated
yield and costs of funding. These factors inform the Bank’s strategic decisions
regarding its prevailing interest rates on both deposits and loans, ensuring alignment
with market conditions and the Bank’s risk appetite.

In addition to these reviews, the Bank routinely assesses its loan portfolios and
implements loan repricing strategy. This includes evaluating the timing and necessity
of adjusting rates extended to clients based on changes in market conditions and
impacts to Bank’s bottom line. The Bank’s repricing mechanisms are designed to
ensure that loan rates remain competitive while safeguarding the Bank’s interest
margin.

The same is observed in managing rates of its deposits particularly on time deposits,
creating balance on Bank’s cost and desired level of liquidity.

This approaches on managing interest rates enable the Bank to effectively balance

profitability with market competitiveness, minimizing the potential negative impacts of
interest rate volatility on its financial performance.
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Market Risk

Market risk is the risk to earnings or capital arising from adverse movements in
factors that affect the market value of instruments, products, and transactions in an
institution’s trading book portfolio, both on and off balance sheet. Market risk arises
from market-making, dealing, or position-taking in instruments and structures, or
through strategies that are sensitive to movements in interest rates, foreign exchange
rates, credit spreads, and equities and commaodities prices.

Bangko Kabayan is currently not actively engage in trading activities. Likewise, the
Bank has no significant exposure to foreign currency risks as most transactions are
denominated in Philippines pesos.The Bank recognizes that its significant market risk
exposures is on the interest rate risk.

Stress test report (Markest Risk)- Uniform Stress Testing- Interest Rate
Risk Banking Book as of December 31, 2023

PHP-Denominated Interest Sensitive Assets and Liabilities

Up to 1 month 551,458,350.81
>1 month up to 3 months 228,434,889.21
>3 months up to12 months 615,824,949.92

Up to 1 month 2,812,986,865.79
>1 month up to 3 months 353,297,335.28
>3 months up tol2 months 205,405,992.15

Up to 1 month -2,261,528,514.98
>1 month up to 3 months -124,862,446.07
>3 months up to12 months 410,418,957.77

Up to 1 month -2,261,528,514.98
>1 month up to 3 months -2,386,390,961.05
>3 months up to12 months -1,975,572,003.28



Foreign Currency-Denominated Interest Sensitive Assets and Liabilities

Impact on Capital

(in USD)
+300/+100 bps +400/ + 200 bps +500/ +300 bps
_ 1 Pre-shock total qualifying capital 66091,156.20
Up to 1 month 2 Preshock Tier 1 capital 656,670,723.75
>1 month up to 3 months ; 3 Pre-shock Common Equity Tier 1 (CET1) 656,670,723.75
>3 months up tol2 months 4 Pre-shock RWA 3/618,679,660.07
5 Post-shock total qualifying capital 601,639,996.10 581,880,276.07 562,120,556.04
6 Potshock Tier 1 capit 597391563 65 .. po——"
Up to 1 month 7 Post-shock CET1 capital 597,391,563.65 577,631,843.62 557,872,123.59
>1 month up to 3 months - 8  Post-shock RWA 3,559,400,499.97 3,539,640,779.94 3,519,881,059.90
>3 months up to12 months 9 Pre-shock CAR 1826
_ 1D Freshock Tier Lratio 1815
Up to 1 month 11 Pre-shock CET 1 ratio 1815
>1 month up to 3 months - 12 Post-shock CAR 16.90 16.44 15.97
>3 months up tol2 months 13 Post-shock Tier 1 ratio 16.78 16.32 15.85
14  Post-shock CET 1 ratio 16.78 16.32 15.85

Cumulative Gap

Up to 1 month
>1 month up to 3 months -
>3 months up to12 months -

The Bank follows a prudent policy in managing its assets and liabilities to ensure that
exposure to fluctuations in interest rates are kept within acceptable limits. As a result of these,
the Bank’s exposure to interest rate fluctuations and other market risk is significantly reduced.
The Bank’s loans and other receivables have fixed interest rates and others are subject to

Impact on Net Interest Income
(Indicate positive value if gain and negative value if loss)

PHP-Denominated

repricing.

The Bank also holds investments in bond securities and recognize based on the business

300 bps increase in PHP interest rates -59,279,160.10 model for managing the assets and the asset’s contractual terms. These investments are

400 bps increase in PHP interest rates -79,038,880.13 measured either at amortized cost or as held-to-collect (HTC), and at fair value through other
r - - . 0, . . .

500 increase in PHP interest rates -98,798,600.16 comprehensive income (FVOCI). As of December 31, 2023, 88% of its total investment in

bonds is booked as HTC and the remaining 12% at FVOCI. The Bank accepts low risk for its
investments, and counterparties are limited to government and “Triple A” investment grade.
Investments are made primarily in medium-term securities, which helps safeguard the Bank
against market liquidity risks in the event of a liquidity stress scenario. The Bank manages
exposures to price risk on its financial assets at FVOCI by monitoring the changes in the
market price of the investments.

Foreign Currency-Denominated (in USD)

100 bps increase in USD interest rates (in USD)

200 bps increase in USD interest rates (in USD) -
300 bps increase in USD interest rates (in USD) -
100 bps increase in USD interest rates (in PHP) -
200 bps increase in USD interest rates (in PHP) -
300 bps increase in USD interest rates (in PHP) -

The Bank’s financial liabilities are predominantly comprised of deposits. A significant portion of
the deposit base is maintained in short-term, providing the Bank with flexibility in managing
liquidity and nterest rate exposure. As of the December 31, 2023, demand and savings
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deposits constitute 70.31% of the total deposit base, time deposits account for
24.69%, with the longest maturity reaching up to five years.

Deposits are priced based on both the amount and tenor of the deposit, ensuring
alignment with market conditions and the Bank'’s liquidity strategy. Interest rates for
all deposit products are regularly reviewed and adjusted by the Asset and Liability
Committee (ALCO) to maintain a balance between competitiveness in the market, cost
efficiency, and the effective management of interest rate risk. This approach allows
the Bank to optimize its funding costs while ensuring the sustainability of its deposit
base amidst changing market conditions.
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CORPORATE GOVERNANCE

The Board of Directors and Management of Bangko Kabayan are dedicated to

promoting good Corporate Governance in accordance with the regulations set forth
by the Bangko Sentral ng Pilipinas (BSP) and Securities and Exchange Commission
(SEC). They recognize that adherence to these regulations is crucial for guiding the

Bank in achieving its corporate objectives, with a primary focus on delivering excellent

customer service and adhering to all applicable laws, rules, and regulations.

The Board of Directors and Senior Management view corporate governance as an
essential aspect of effective strategic business management. Consequently, they are
committed to raising awareness and ensuring compliance with corporate governance
policies and practices. The Board of Directors establishes the organizational tone

by issuing directives and policies communicated throughout the institution. Acting
collectively, the directors exercise their authority to address corporate concerns based
on their collective judgment.

In pursuit of its commitment to good corporate governance, Bangko Kabayan has
instituted a Governance System comprising three key pillars:

¢ A Board of Directors responsible for setting business and risk strategies,
organizational structure, financial stability, and governance direction.

¢ Senior Management tasked with executing the strategies and initiatives
endorsed by the Board.

¢ An internal control system overseeing critical functions like risk management,
compliance, and internal audit.

Moreover, the Board is dedicated to adhering to the Unionbank Group Governance
Policy, particularly in its oversight of subsidiaries, to ensure full compliance with BSP
regulatory mandates.

Selection Process for the Board and Senior Management

Bangko Kabayan (BK) believes in selecting the right candidates based on the a) the
qualification of the candidates, and b) the hiring standards of the Bank. To ensure
a healthy exchange of views and objective judgment, professionals with various
expertise are considered to guide the strategic direction of the bank.

The composition and tenure of BK’s Board of Directors (BOD) are aligned with the
regulations stipulated by the Bangko Sentral ng Pilipinas and the Securities and
Exchange Commission. This ensures the establishment of an appropriate framework
for corporate governance within the organization.

Maijority (8 out of 9) of BK’s board members are non-executive directors, including
three (3) independent directors. This promotes an environment that allows members
of the board to challenge actions and proposals of management while exercising
shared responsibility in managing the business.

The appointment of Senior Management members is also subject to hiring standards
of the bank and on the rules set by the BSP. They must also uphold the vision and
core values of Bangko Kabayan.

Board of Directors Over-all Responsibility

The Board of Directors is shaping the corporate culture and values of the bank by
upholding BK's Vision, Mission and Core Values. They are highly involved in:

a. Strategic Planning and Oversight: The Board provides strategic direction and
oversees the implementation of the annual approved plan by management.

b. Appointment of Senior Management: They appoint key members of senior
management to ensure competence and accountability in leadership roles.

¢. Oversight of Corporate Governance: The Board regularly convenes to discuss
relevant matters, ensuring adherence to the corporate governance
framework.

d. Implementation of Compliance and Risk Governance: They adopt a robust
compliance and risk governance framework to mitigate risks and ensure
regulatory compliance.

The Board delegates some of its functions to board-level committees. Presently the
Bank has four committees:

Audit Committee: Provides oversight over its internal audit functions.

Risk Management Committee: Responsible for overseeing the bank’s risk
governance framework.

Corporate Governance Committee: Assist BOD in fulfilling its corporate
governance responsibilities and has oversight on Compliance function and
ensure bank’s compliance with the Anti-Money Laundering Act as amended. Also
function as de facto RPT Committee

IT Committee: Plays a crucial role within the bank’s governance framework,
concentrating on aligning the IT strategic plan with the bank’s business strategy.
It aims to optimize resource management through leadership, organizational
structure, and processes.
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The Chairman of the Board

The Chairman of the Board is appointed by members of the Board and provides

leadership and governance to ensure that the body discharges its mandate effectively.

The Chairman sees to it that all members promote the highest standards of integrity
and the board, as a whole, decides on matters collectively in order to steer the bank
towards its strategic direction ensuring the achievement of its goals.

Executive, Non-executive and Independent Directors

The Executive director is responsible for the day-to-day operations of the bank while
Non-executive and Independent directors are those who are not part of day to day
management operations. BK Board is composed of nine (9) members, majority of
whom are non-executive. The bank promotes independent oversight function over
management through committees such as Audit, Risk Oversight and Corporate
Governance.

Board Composition

The Board of Directors is composed of (9) Directors with at least three (3)
Independent Directors, each holding at least 1 share. The composition of the Board is
as follows:

B:::::rl:l:‘:;ers S L ':::-ofo Dfa:szhl.az;gap z?::;?:.gznem
Lorenzo T. Ocampo Chairman of the Board 3 0.00%
Beatriz B. Romulo Executive Director 4 0.00%
Manuel G. Santiago Jr. Non-Executive Director 2 0.00%
Teodoro M. Panganiban Non-Executive Director 4 0.00%
Norberto M. Belen N“(';E"j“:'ﬂﬁg’ezg 4 months 0.00%
Roberto F. Abastillas O e 4months 0.00%
Danilo J. Mojica 11 Independent Director 2 0.00%
Mardonio C. Cervantes Independent Director 2 0.00%
Ramon Fiel G. Abcede Independent Director 7 months 0.00%

(Appointed May 27, 2023)
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Board Qualifications

The board of directors determines the appropriate number of its members to ensure
that the number thereof is commensurate to the size and complexity of the Bank’s
operations, and abide by the fit and proper rule of the Bangko Sentral ng Pilipinas
(BSP) and those defined by the Securities and Exchange Commission (SEC). To the
extent practicable, the members of the board of directors are selected from a broad
pool of qualified candidates. Non-executive directors, including the independent
directors, comprise the majority of the board of directors to promote the independent
oversight of management by the board directors.
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PROFILE OF THE BOARD OF DIRECTORS

Lorenzo T. Ocampo, 59, Filipino
Chairman of the Board, 3 years in the Board

Serves as the Chairman of the Board in Bangko Kabayan Inc. and Vice Chairman

and CEO of City Savings, Director of North Cornerstone Holding, Inc & CSB Land.

He is currently a Board of Trustee of the Chamber of Thrift Banks and the CSFP
Condominium. He previously holds directorship in First Agro-Industrial Rural Bank,
Inc., North Cornerstone Holdings, Inc. and CSB Land, Inc. He has been the President
of Banana Fintech Services Corp; Director of Philippine Resources Savings Banking
Corporation; President and CEO of Waybetter, Inc.; Member, Board of Trustees of
Dualtech Training Center; Director of Family Alliance, Inc., Margarita Land, Inc., East
Offices, Inc. from 2005 to 2018; Chairman of A.V. Ocampo-ATR Kimeng Insurance
Broker, Inc. from 2005 to 2017; and President and CEO of PET Plans, Inc and PETNET,
Inc. from 2003 to 2018.

Mr. Ocampo is a graduate of Georgetown University with a degree in Bachelor of
Science in Business Administration, Major in Finance and proceeded to the University
of Asia and Pacific to take up Strategic Business Economics program.

Beatriz B. Romulo, 69, Filipino
Executive Director, 4 years in the Board

Holds the position of Director, President and CEO of Bangko Kabayan Inc. She is

also currently a Director of PETNET, Inc., First Union Direct Corporation, and UBP
Investments Corporation. She is also a Trustee and Treasurer of CPR Foundation. In
the past, she was a director of Progressive Bank Inc and Strongview Inc. from 2020
to 2021 and PR Savings Bank from 2018 to 2019, United Forex UCPB Factors and
Finance from 1992 to 1995, UCPB Savings Bank (1992-1995), UCPB Securities (1992-
1995), Cocolife (1992-1995), UCPB General Insurance (1992-1995), UBX Philippines
Corporation (2019-2022) and Independent Director, Finscore Inc. from 2020 to 2021.
Senior Adviser/Consultant from 2018 to 2020, Executive Vice President from 2006 to
2017,Union Bank of the Philippines; Executive Vice President, International Exchange
Bank from 1995 to 2006; SVP/Division Head, United Coconut Planters Bank from 1993
to 1995; Vice Chairman, UCPB Leasing from 1992 to 1995 SVP/Deputy Division Head
from 1991 to 1993; VP/Group Head from 1990 to 1991,AVP/ Section Head from 1986
to 1989; Account Officer from 1983 to 1985 and Analyst, Herdis Group from 1980 to
1982.

Ms. Romulo graduated from St. Paul College with a degree in AB Economics and a
Master in Business Administration at Ateneo Graduate School.
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Roberto F. Abastillas, 61, Filipino
Non-Executive Director, 4 months in the Board

Serves as the Director of Bangko Kabayan Inc. He is also the Executive Vice President
& Head Commercial Banking of UnionBank of the Philippines; Director of First Union
Insurance & Finance Agencies Inc and Corporate Treasurer & Secretary of Johnrodel
Inc. He has been the Senior Vice President and Center Head, Commercial Banking

1 of Unionbank of the Philippines (2016-2019); First Vice President and Account
Management Center 1 Group Head at International Exchange Bank (1995-2005);

Vice President and Account Management Center 1 Group Head of UCPB (1986-1995);
Account Officer of Unionbank of the Philippines (1984-1985); Executive Assistant to
the Chairperson at Family Bank & Trust Company (1982-1983).

Mr. Abastillas graduated with a Master in Development Management at Asian Institute
of Management (1993-1994) and Bachelor of Science in Management at Ateneo De
Manila University (1979-1982).

Teodoro M. Panganiban, 72, Filipino
Non-Executive Director, 4 years in the Board

Serves as a Director of Bangko Kabayan Inc. He is also the Director of First Union
Direct Corporation, Maxicare Life Insurance Corporation and Maxicare Healthcare
Corporation. His work experience includes: Chairman of the Board, First Agro
Industrial Rural Bank, Inc. (2023); Independent Director, Robinsons Bank Corporation
(2023); Director (Nominee/ Representative of UBP) of Philippine Clearing House
Corporation from 2004 to 2019; Senior Adviser to the Board of City Savings from
2018 to 2019; Vice Chairman of Philippine Resources Savings Banking Corporation
from 2018 to 2019; Special Assistant to the Chairman (Consultant) of Union Bank
of the Philippines from 2014 to 2019; Director of City Savings from 2013 to 2018;
EVP — Chief Risk Officer of Union Bank of the Philippines from 2011 to 2014; and
EVP — Head, Channels Management Center of Union Bank of the Philippines from
2001 to 2011; SVP-Head, Process Management(July 1997-2000), Union Bank of
the Philippines; President, Citicenter Building Corporation(1994-June 1997); Vice
President(1985-1997), Assistant Vice President(1982-1984); Manager(1979-1981),
Assistant Manager(1976-1978), Pro Manager(1974-1975) Executive Trainee(1973),
Loans, FX Processor(1971-1972), Citibank NA.

Mr. Panganiban graduated from the University of the Philippines with a degree in BSBA
Accounting.



Norberto M. Belen, 75, Filipino
Non-Executive Director, 4 months in the Board

Serves as the Director of Bangko Kabayan Inc. He is also the Head of Consulting
Division-Ward Howell. He has been the Independent Director of First Agro-Industrial
Rural Bank (2021-2022); Consultant/Chief Organization Transformation Officer of
Unionbank of the Philippines (2012-2013); Senior Vice President/HR Director of
Unionbank of the Philippines (2003-2012); Chief Executive Officer, of PDB SME
Solutions, Inc; Training Consultant of Asia Pacific Training Institute-City Bank Training
Center (2000-2003); Organization Consultant of Planters Development Bank
(1997-2003);0wner/Chief Executive Officer of NMB Consulting Inc. (1995-2003).

Mr. Belen graduated with a Master in Business Administration at University of the
Philippines (1970-1971). Licentiate (Masters) in Philosophy at UST Central Seminary
(1966-1968), Liberal Arts Units at San Beda College (1964-1965) and Bachelor in
Philosophy at UST Cental Library (1964-1966).

Manuel G. Santiago, Jr. 64, Filipino
Non-Executive Director, 2 years in the Board

Serves as Director of Bangko Kabayan, Inc. and currently the Chairman of the Board
of PETNET, Inc. and Director and President of City Savings Bank. He has been the
Chief Operating Officer of City Savings Bank and Director of Progressive Bank Inc.
He previously held various positions in Union Bank of the Philippines. Some of which
are EVP and Chief Mass Market and Financial Executive, EVP and Head of Consumer
Finance Center and SVP and Credit Card Business Head. He was also previously
connected with Far East Bank and Trust Co. as VP and Head of Credit Card Services
and American Express Bank in Jakarta Indonesia and in Manila as Director of
Operations and Assistant Manager-Credit, Citibank NA from 1982-1988.

Mr. Santiago graduated from University of Sto. Tomas with the a of Bachelor of Arts
major in Economics.

Danilo J. Mojica II, 61, FILIPINO
Independent Director, 2 years in the Board

Serves as an Independent Director of Bangko Kabayan Inc. He is currently the
President and CEO of Tailwind Digital Solutions, Inc.; Chairman/Director of MyCode
Corporation. He ia also a Director of International Shotokan Karate-DO Federation
- Philippines, RMR Capital, Code Gakko (Singapore), and Island Stay Hotels and

Independent Director of City Savings Bank and UnionDigital Bank. He has been

an Independent Director of PETNET (2020-2022). President of Consumer Credit
Scores Philippines (2016-2018); Managing Director of Fortman Cline Capital Markets
(2014-2017); CEO of IT&E Guam (2012-2014); Wireless Consumer Division Head of
Smart Communications (2006-2011); COO of Cebu Pacific Air (2003-2006); President
of Reckitt Benckiser Asia Pacific Ltd. (1997-2003); Vice President of San Miguel
Corporation (1995-1997) and Sales Director of Procter & Gamble - Asia (1983-1995).

Mr. Mojica took up Bachelor of Arts major in Philosophy at Ateneo De Manila
University, Masters in Business Economics at University of Asia and the Pacific and PhD
Leadership Business track at Ateneo De Manila University.

Mardonio C. Cervantes, 71, Filipino
Independent Director, 2 years in the Board

Serves as the Director of Bangko Kabayan, Inc. He has been with Progressive Bank as
an Independent Director. He was connected with Insular Bank of Asia & America as
Internal Audit Leader; as Senior Assistant Manager of PCI Bank from January 2, 1985
to October 15, 1985; as First Vice President and Head of Treasury from 1985 to 2012
of the Unionbank of the Philippines; and as Consultant-Treasury from 2013 to 2015 of
the Union Bank of the Philippines.

Mr. Cervantes graduated from University of San Jose Recoletos-Cebu City with a
degree of Bachelor of Science Major in Accounting and Master in Management.

Ramon Fiel G. Abcede, 62 Filipino
Independent Director, 7 months in the Board

Serves as the Independent Director of Bangko Kabayan Inc. He is also currently the
Independent Director of City Savings Bank, Inc. He has been the Independent Director
of First Agro-Industrial Rural Bank (July 2023); Regional Director of Department of
Education (September 2013-2018); Assistant Secretary of Department of Education
(2018-2022).

Mr. Abcede graduated with a Master in Public Administration at Polytechnic University

of the Philippines (1995-2004) and BSBA Accounting at Philippine School of Business
Administration (Manila) (1977-1981).
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Board-Level Committees

To comply with the principles of good governance, the Board constitutes the following
Committees:

1. Audit Committee

The Audit Committee aims to enhance its oversight capability over the Bank's
financial reporting, internal control systems, internal and external audit

processes.
Name Designation
Danilo J. Mojica II Chairman
Mardonio C. Cervantes Member
Ramon Fiel G. Abcede Member
Teodoro M. Panganiban Member

2. Corporate Governance Committee
The Corporate Governance Committee is responsible for aiding the Board in
fulfilling its corporate governance duties. It reviews and assesses the
qualifications of all individuals nominated to the Board and other positions
requiring Board appointment. Additionally, it ensures adherence to corporate
governance principles mandated by regulatory bodies. The committee also
supervises the bank’s compliance function, oversees related party
transactions, and ensures compliance with the Anti-Money Laundering Act.

Ramon Fiel G. Abcede Chairman

Mardonio C. Cervantes Member
Danilo J. Majica II Member

Teodoro M. Panganiban Member
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3. Risk Management Committee
The Risk Oversight Committee oversees the Bank’s enterprise risk
management system and ensures its functionality and effectiveness.

Mardonio C. Cervantes Chairman

Ramon Fiel G. Abcede Member
Danilo J. Mojica I Member

Teodoro M. Panganiban Member

4, IT Committee

The IT Committee is ultimately responsible for understanding the IT risk
confronted by the bank and ensuring that they are properly managed
through the institution of policies and procedures. They ensure the
alignment of the IT strategic plan with the Bank’s business strategy.

Teodoro M. Panganiban Chairman
Beatriz B. Romulo Member
Danilo J. Mojica II Member
Leandro B. Ofrecio Member




Board of Directors’ Attendance
January - December 2023

Corporate .
Name of Directors B":: ““:1""' AuditCommittee  Govemance R"‘CO“:‘:;:““‘ IT Committee
of meetings Committee
Regular 12 11 10 12 12
Special 1 1
Meetings Attended (% of Attendance)
Lorenzo T. Ocampo Chairman of the Board 13 100%
Beatriz B. Romulo Executive Director 13 100% 10 8%
Manuel G. Santiago Jr. Nor-Executive Director 13 100%
Teodoro M. Panganiban Nor-Executive Director 13 100% 12 100% 10 100% 12 100% 12 100%
Non-Bxecutive Director
Norberto M. Belen (Appainted Augus: 31, 2023) 4 100%
Roberto F. Abastillas Morr-Executive Director 3 75%
(Appainted August 31, 2023)
Danilo J, Majica I Independent Director 13 100% 12 100% 8 80% 11 92% 1 92%
Mardonio C. Cervantes Independent Director 13 10086 12 100% 10 100% 12 100%
Independert Director
Ramon Fiel G. Abcede ree ey 27, 2023 7 100% 7 100% 6 100% 8 100%
Resigned Directors
. Non-Executive Director
Maria Teresa M. Garzon (Resined Juy 15, 2029) 5 83%
MNorn-Executive Director
Francis 5. Ganzon (Resigmed uy 16, 2029) 5 83%
Independent Director
Teresita G. Domalanta (Resgned May 26, 2023) 5 1007 5 100% 4 100% 4 100%
Change in the Board of Directors
Resigned Directors  Appointed New Directors Period Directorship
Teresita G. Domalanta Ramon Fiel G. Abcede May 27, 2023 Independent Director

Francis S. Ganzon

Roberto F. Abastillas

August 31, 2023  Non-Executive Director

Maria Teresa M. Ganzon

Norberto M. Belen

August 31, 2023  Non-Executive Director

Performance Assessment Program

Periodically, the Board of Directors evaluates its performance
against predefined criteria to gauge its effectiveness. This
assessment aids in refining the board’s structure, composition,
practices, and procedures.

The Chief Compliance Officer compiles the comprehensive
report and presents it to the board for deliberation and
implementation of measures to enhance effectiveness.

Our Board regularly conducts evaluations to assess both its
overall performance and individual contributions, and the
adequacy of its mix of backgrounds and skills.

Annually, Board members, including the President and CEO,
evaluate the performance and effectiveness of the Board as a
collegial body, its committees, and the Chairman. Additionally,
individual Board members also undergo self-assessments.

The evaluation process includes a questionnaire with
statements about the roles, functions, and responsibilities, of
the Board, its committees and individual members, aligned
with best practices in corporate governance. Metrics assessed
cover board structure, leadership, stakeholder relations,
governance, controls, and the management of meetings and
facilities.

A five-point Likert scale gauges respondents’ agreement with
the statements, and open-ended questions solicit detailed
feedback on overall performance and areas for future
improvement.

The Compliance Office aggregates and analyzes the evaluation
results, which are then reported to the relevant Board
committees and the Board itself. To preserve anonymity and
confidentiality, results are presented without identifying
individual respondents. The Board reviews the key findings and
develops and implements action plans to address identified
gaps and areas for enhancement.

In 2023, the evaluations yielded positive results, with the
Board, its committees, the Chairman,and individual members
receiving favorable ratings across all metrics.
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Types of Assessment

Board Self-Assessment (as
collegial body)

Respondents

All members of the Board
including the President and CEO

Scope and Criteria

1. Bvaluates the Board's effectiveness in functioning
as a cohesive body, focusing on teamwork,
communication, and collective decision-making.

2. Board's performance and efficiency in fulfilling its
duties, including meeting productivity and task
completion.

3. Fulfillment of its obligations to stockholders and
stakeholders, emphasizing transparency,
accountability, and stakeholder representation.

Board Committee Self-
Assessment

All members of the Board
Committees

1. How the committee functions in relation to its
roles and responsibilities.

2. Assess the regularity of and relevance of the
Committee’s meetings concerning its roles and
responsibilities,

3. Committee’s adherence to its duties and
responsibilities.

4. Whether the Committee’s list of responsibilities
fully encompasses the scope of its duties.

5. Committee’s planned direction and strategy for the
future.

Assessment of the Chairman of
the Board

All members of the Board except
for Chairman

The performance of Chairman of the board in the
conduct of meeting, board leadership and Board
Education and review,

Individual Self-Assessment

All members of the Board

including the President and CEO

The performance of each individual director in relation
to the specific duties and responsibilities outlined in
the Manual of Regulations for Banks (MORB).
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Beatriz B. Romulo, 69, Filipino

Holds the position of Director, President and
CEO of Bangko Kabayan Inc. She is also
the Director of PETNET, Inc., First Union
Direct Corporation and UBP Investments
Corporation. She is also a Trustee and
Treasurer of CPR Foundation.

In the past, she was a director of Strongview
Inc. and PR Savings Bank. An Independent
Director of Finscore Inc. She also served

as Senior Adviser/Consultant and Executive
Vice President of Union Bank of the
Philippines. Ms. Romulo is a graduate of St.
Paul College with a degree in AB Economics
and a Master in Business Administration at
Ateneo Graduate School.

]
SENIOR MANAGEMENT

Leandro B. Ofrecio, 43, Filipino

Serves as the Chief Operating Officer

of the bank. He has been with Bangko
Kabayan Inc. since 2012 and held key
positions namely: Branch Banking Group
Head, Strategic Support Group Head,
and General Services and Administrative
Department Head. Mr. Ofrecio is a
graduate of the University of the
Philippines with a degree in BS Industrial
Engineering and a Master in Business
Administration Major in Marketing at Asian
Institute of Management.

Liza V. Mercado, 60, Filipino

Serves as the Chief Financial Officer of the
bank. She is a Certified Public Accountant.
She held key positions in Bangko Kabayan
Inc. from 1987 to 2018 as Director, Vice
President for Operations, Assistant General
Manager/Cashier, Chief Accountant, and
Internal Auditor. Ms. Mercado is a graduate
of Western Philippine Colleges with a
degree in BS Accountancy and a Master in
Business Administration at Batangas State
University.

Cherry Lou B. Benedicto, 40, Filipino

Serves as the Strategy and Knowledge
Management Group Head of the bank.
She is a Certified Public Accountant and

a Certified Treasury Professional. She has
been with Bangko Kabayan Inc. since 2005
and held key positions namely: Treasury
Officer/MIS Head from 2018 to 2021,
Comptroller/ Budget Officer from 2015

to 2018 and Chief Accountant from 2008
to 2015. Ms. Benedicto is a graduate of
Lyceum of the Philippines University with a
degree in BS Accountancy and a Master in
Business Administration.



Rey V. Orense, 45, Filipino

Serves as the Branch Banking Group
Head of the bank. He held key positions
in Bangko Kabayan Inc. from 2002 to
2021 as Area Head, Branch Manager,
Officer-In- Charge, MF Supervisor, and
Account Officer. Mr. Orense graduated
from Batangas State University and
Lipa City Colleges with a degree in BA
Entrepreneurship and BS Accountancy
respectively.

Dollie B. Buenconsejo, 63, Filipino

She serves as the Sales Head of Visayas
effective August 1, 2023. Prior to this, she
was the Acting President of Progressive
Bank Inc., from July 1, 2021 to July 13,
2023. Under her leadership, Progressive
Bank Inc. successfully merged with
Bangko Kabayan. Ms. Buenconsejo holds a
Bachelor of Science in Commerce degree
major in Accounting from the University of
San Agustin.

Nimrod E. Dela Peiia, 57, Filipino

Serves as the Inclusive Finance Group
Head. Prior to his employment with
Bangko Kabayan, he was a Managing
Consultant of CCT Cooperative. He also
worked as Operations Manager at Moris
Rasik in Timor Leste, Operations Director
of Team Micro Credit Corp. and Manager
of Flying for Life Philippines. Mr. Dela
Pena is a graduate of Philippine Christian
University with a degree in Bachelor of
Science in Business Administration.

Ma. Genelyn R. Dimaculangan
40, Filipino

Serves as the Credit Group Head. She held
key positions in Bangko Kabayan Inc. from
2005 to 2020 as Credit Management Head,
Corporate Planning and Business Continuity
Officer, Special Assistant to Credit Group
Head, Loans Monitoring Unit Head, Credit
Support Department- Assistant Department
Head, Credit Processing Unit Head, and
Private Banking-Assistant Manager.

Ms. Dimaculangan graduated from Batangas
State University with a degree in BS Financial
Management and a Master in Business
Administration at the Golden Gate Colleges.



Leah B. Jareio, 55, Filipino

Serves as the Operations Group Head

of the bank. She held key positions in
Bangko Kabayan Inc. from 1993 to 2022
as Area Head, Branch Manager, Officer-
In-Charge, Branch Cashier, and Teller.
Ms. Jareno graduated from Lyceum of
the Philippines University -Batangas with
a degree in BS Business Administration
Major in Financial Management and
Master in Business Administration.

Fe H. Manalo, 41, Filipino

Serves as the Chief Audit Executive of the
bank. She held key positions in Bangko
Kabayan Inc. from 2007 to 2022 as Branch
Audit Unit Head, Senior Auditor, Junior
Auditor, Microfinance Account Officer,
Senior Microfinance Account Officer.

Ms. Manalo graduated from Batangas
State University with a degree in BSBA in
Management. She is a Certified Internal
Control Auditor by Institute for Internal
Controls.

Norma P. Cometa, 50, Filipino

Serves as the Chief Compliance Officer. She
is a Certified Public Accountant. She has
been with Bangko Kabayan Inc. since 2003
and held key positions namely: MIS Group
Head/Treasury and Budget Officer from
2014 to 2015, Microfinance Department
Manager from 2006 to 2014, Microfinance
Supervisor from 2005 to 2006, and Senior
Accountant from 2003 to 2005. Ms.
Cometa is a graduate of Philippine School
of Business Administration with a degree
in BS Accountancy and Master in Business
Administration at University of Sto. Tomas.

Marieta B. Patal, 43, Filipino

Serves as the Risk Officer of the bank. She is
a Certified Data Protection Officer Ace Level
1. She has been with Bangko Kabayan Inc.
since 2002 and held key positions namely:
Information Technology Department Head
from 2018 to 2019, IT Operations Head 2017
to 2018, System Administrator from 2013

to 2017, Information Security Officer from
2012 to 2013, and Senior MIS Assistant from
2007 to 2012. Ms. Patal graduated from
Batangas State University with a degree in
BS Computer Science and Master in Business
Administration at Golden Gate Colleges.



Eulalia G. Perez, 51, Filipino

Serves as the Chief Information Officer
of the bank. She held key positions in
Bangko Kabayan Inc. from 1993 to 2021
as Corporate Support Head, ISO/DPO,
HRAD Manager, Past Due/LIL Manager,
and EDP Manager. Ms. Perez graduated
from Polytechnic University of the
Philippines with a degree in BS Computer
Data Processing and Management and
Master in Business Administration at
Batangas State University.

Roldan C. Ragot, 48, Filipino

Serves as the Corporate Support Group

(CSG) Head of Bangko Kabayan. He was

a previous HR Head of the bank from May
2016 until Feb 2017 and returned back to

BK as CSG Head in Feb 2022. He has a
straight degree in business administration:
Master in Business Management in Human
Resource Management (UniversityofBatangas);
BSBusiness Administration in Human Resource
Development Management and a Doctorate in
Business Administration both at the Lyceum
of the Philippines University Batangas. He

is also a graduate of BS Psychology at Far
Eastern University Manila and got a Master

of Arts degree in Education (MAEd) major in
Educational Administration at University of
Batangas. He is a Certified Human Resource
Associate and a Licensed Psychometrician.

Vic P. Gutierrez, 41, Filipino

Serves as the Information Security
Officer/Data Privacy Officer. He held key
positions in Bangko Kabayan Inc. from
2004 to 2022 as Corporate Planning
Head, Risk/Information Security Officer,
Branch Administration and Development
Officer, Application Support Specialist/
Core Banking System Member, Auditor,
and Branch Accountant/Microfinance
Bookkeeper. Mr. Gutierrez graduated from
Batangas State University with a degree
in BS Financial Management and Master in
Business Administration.
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Jhonalyn R. Gutierrez, 36, FILIPINO

Serves as the Treasury Officer of the bank.
She is a Certified Public Accountant and

a Certified Treasury Professional. She has
been with Bangko Kabayan Inc. since
2008 and held key positions namely: Chief
Accountant from 2015 to 2021, Accounting
Assistant Manager from 2013 to 2015,
Senior Accountant from 2010 to 2013,

and Accountant 1 from 2008 to 2010. Ms.
Gutierrez is a graduate of University of
Batangas with a degree in BS Accountancy
and Master in Business Administration at
Batangas State University.




Management Committees
Management Committee (ManCom)

The Management Committee’s primary function is to exercise powers granted by

the Board of Directors.The committee is responsible for providing guidance on
strategic decisions consistent with the Bank’s purpose, brand and core values towards
the attainment of long-term goals, and reviewing and approving proposed capital
investments and projects in line with the Bank’s strategic objectives. They have also
the responsibility to review and endorse for approval the annual financial and business
plans. The Committee shall also review actual business performance versus approved
targets and/or historical performance. They shall also review and provide guidance on
new policies and policy frameworks that govern the Bank’s business and operations
while giving due consideration to balancing the interest of various stakeholders and
adherence to regulatory requirements for Banks.

President / Chief Executive Officer as Chairman

Members
a. Chief Financial Officer
b. Chief Operating Officer
c. Strategy and Knowledge Management Group Head
d. Branch Banking Group Head
e. Sales Head - Visayas
f. Inclusive Finance Group Head
g. Credit Group Head
h. Operations Group Head
i. Chief Information Officer
j. Corporate Support Group Head
k. ISO / DPO
|. Treasury Officer

Resource Persons
a. Chief Audit Executive
b. Chief Compliance Officer
c. Risk Officer
d. Legal Officer

Other officers of the bank may be requested to attend ManCom meetings as
necessary. Only directors and officers of the bank are allowed to attend ManCom
meetings. Officers from the banking group may be invited and attend as part of
oversight.

Project and Policy Officer - Designated Committee Secretary

Personnel Committee (PerCom)

The Personnel Committee is ultimately responsible for ensuring that the bank is
manned with the right number and competent manpower to enable each department/
branch to deliver expectations thereby leading to achievement of the overall goals and
objectives of the bank. They have the overall responsibility to understand the human
resource of Bangko Kabayan ensuring balance between the interest of the bank and
the employees such that employees receive reward equitable to the scope of their
responsibilities as well as discipline commensurate to infractions, if any.

Members:
a. Corporate Support Group Head
b. Operations Group Head
¢. HR Head

Labor and Employee Engagement Specialist - Designated Committee Secretary
Asset and Liability Committee

The Asset/Liability Committee (ALCO) has been established to monitor the
implementation of the Bank’s Asset/Liability Management (ALM) Policy and related
procedures and assess its adequacy. The ALM Policy will include specific policies and
procedures relating to (i) Interest Rate Risk, (ii) Market/Investment Risk, (iii) Liquidity
Risk, (iv) Credit Risk, and (v) Capital Risk.

Chief Financial Officer as Chairman

Members:
a. President / CEO
b. Chief Operating Officer
c. Strategy and Knowledge Management Group Head
d. Branch Banking Group Head
e. Credit Group Head
f. Treasury Officer

Treasury Assistant - Designated Committee Secretary
Executive Credit Committee (ExeCreCom)
The Executive Credit Committee is the management committee responsible for
overseeing the Credit Management of the bank. It shall: (i) Establish an appropriate
credit manage environment, (ii) Manage the lending business under a sound credit

granting process, (iii) Maintain appropriate credit administration, measurement,
monitoring and control, and (iv) Other credit-related matters that may arise.

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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Members:
a. President / CEO as Chairman
b. Chief Operating Officer
c. Credit Group Head
d. Operations Group Head
e. Branch Banking Group Head as Endorser
f. Inclusive Finance Group Head as Endorser
g. Credit Management Head as Endorser

Other Officers of the bank or resource persons that may be requested to attend the
meeting as necessary and that attendees should be exclusive to bank’s employees.

Credit Management Head is designated as the Committee Secretariat.
Business Continuity Plan Committee

BCP Committee leads the implementation of the crisis management and business
recovery activities of the bank to ensure that disruptions in banking operations will be
mitigated even with the occurrence of incidents that will greatly affect the bank’s daily
activities. It is composed of two teams, the Crisis Management Team and Business
Recovery Team. BCP Committee is headed by Chief Operating Officer or in his absence
by the Chief Financial Officer.

Crisis Management Team coordinates crisis management activities and reports to
Top Management, while the Business Recovery Team disseminates information and
implements recovery strategies.

Member of Crisis Management Team:
a. Branch Banking Group Head - Team Head
b. Chief Compliance Officer

. Chief Information Officer

. HRD Head

. Solutions Delivery Head

Credit Group Head

. Inclusive Finance Group Head

. Operations Group Head

i. GSAD Head

j. Treasury Officer

k. Security Officer

SWQ HSm aon
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Members of Business Recovery Team:
. Strategy and Knowledge Management Group Head - Team Head
. Corporate Support Group Head
. Remedial Management Department Head
. Risk Officer - Designated Secretary
. Chief Accountant
Marketing and Reputation Head
. ISO / DPO
. ROPA Head

Q"o aono oo

Retirement Committee

The Retirement Committee ensures the implementation of the rules and procedures
set forth on Bank’s policy on Retirement benefit. They also interpret the meaning,
coverage and application of the provisions of the Retirement Plan.

Members:
a. Chief Financial Officer
b. Chief Operating Officer
¢. Corporate Support Group Head
d. Treasury Officer
e. HR Head

Consumer Protection Committee

The Consumer Protection Committee acts on complex consumer complaints requests
and establishes an effective monitoring and management information system to
determine the level of Financial Consumer risks. They also monitor risks that may
result in financial loss of financial consumers, such as social engineering schemes,
social media and market monitoring.

Members:
a. Strategy and Knowledge Management Group Head as Chairman
b. Chief Financial Officer
c. Branch Banking Group Head
d. Operations Group Head
e. Information Security / Data Privacy Officer
f. Consumer Affairs Head as Secretariat



Performance Assessment Program for Senior Management

On an annual basis, each member of the Bangko Kabayan’s Senior Management

is being evaluated in accordance with the Bank’s performance on achieving its
organizational objectives and goals. This assessment covers a 12 month period from
January to December and takes place every January. For 2023, the bank’s Senior
Management has achieved an Above Average score with a PMS rating of 94.73%.

Performance Objectives and Targets

Organizational Objectives and Targets are being decided during the yearly Strategic
Planning session which is used as basis in rating the performance of all the members
of the organization the following year. Organizational objectives and targets usually
include financial achievements in terms of Income Generation, Loan Portfolio
Management and Deposit Generation. Apart from financial targets, other key result
areas include service delivery, job performance and compliance to set policies and
procedures. Depending on the job requirements, the factors above are assigned
individual weights to determine the final rating of each individual.

Following the doctrine of command responsibility, rating of the members of the senior
management is arrived at based on the rating of all the personnel under his/her
supervision.

Members of the Senior Management are currently assessed against the following KRA:

President / Chief Executive Officer
- Bankwide PMS Rating

Chief Operating Officer
- Sales of ROPA
- Income
- Deposit
- Loans
- Past due Ratio

Chief Financial Officer
- Accuracy of internal and external reports of Accounting
- Fund Management
- Audit Rating of Accounting Department
- Audit Rating of Treasury Department
- Oversight Rating

Strategy and Knowledg
- Profitability

e Management Group Head

- Rating of Supervised Units/Departments

- Internal Audit
- Risk Rating

Branch Banking Group Head

- Deposit
- Regular Loans

- Past Due Regular Loans

- Income
- Department Rating

Sales Head - Visayas
- Deposit
- Regular Loans

- Past Due Regular Loans

- Income

- Department Rating
- IF Portfolio

- IF Portfolio Quality

Inclusive Finance Group
- IF Portfolio
- Average IFA Caseload
- Portfolio Quality
- Average IFA Rating
- Audit Rating
- Compliance Rating
- Risk Rating

Credit Group Head
- Past Due Ratio
- Average Turn Around

Head

time of Regular Loan Release

- Timeliness of Processing of CI and Appraisal reports

- Oversight Rating
- Risk Rating
- Audit Rating
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Corporate Support Group Head

Operations Group Head - Completion of HR Projects
- Implementation of Operations Group Program - Completion of GSAD Project
- Operational Efficency - Completion of CSRS Project
- Rating of Supervised Units/Departments - Audit Rating
- Compliance Rating - Risk Rating
- Risk Rating - Compliance Rating
- Audit Rating
Information Security Officer / Data Privacy Officer
Chief Audit Executive - Rating of DSA
- Accomplishment of Audit Plan - Audit Rating
- Rating of the BoDac - Risk Rating
- Share of IA on Recent BSP Findings - SAFr Rating - Implementation of Information and DP Program
- Staff Rating
- Risk Rating Treasury Officer
- Oversight Rating - Profitability
- Fund Management
Chief Compliance Officer - Reports Submission
- Rating of the CorGov - Audit Rating
- BSP Overall Compliance Rating - Compliance Rating
- BSP Rating for Compliance Department - Risk Rating
- Oversight Rating - Staff Rating
- Risk Rating
- Audit Rating
Risk Officer
- Timeliness of Risk Report Delivery
- BOD Rating

- Risk Compliance to BSP Findings
- Regulatory Reports

- Oversight Rating

- Compliance Rating

- Audit Rating

- Staff Rating

Chief Information Officer
- Success of Project Management
- Oversight Rating
- Rating of ITCom
- Audit Rating
- Compliance Rating
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ORIENTATION & EDUCATION PROGRAM

Bangko Kabayan believes that the continuing development of people behind its
operations is imperative to guarantee its success. Thus, Bangko Kabayan designed
a training program for its Board of Directors and Senior Management to make sure
that they continuously possess qualifications for the position they are handling and
that they are kept abreast with the different developments in the banking as well

as to keep them updated with the different developments specifically in the banking
industry, and the financial economy, in general. At a minimum, each of the members
of the BOD must have attended the Corporate Governance and Risk Management
Seminar which should be taken within six (6) months upon appointment from a BSP
accredited organization. For continuing professional education, the members of the
BOD may opt to attend any of the following professional trainings:

¢ Professional Director’s Program

e Enhancing Audit Committee Effectiveness

¢ Finance for Directors

¢ Advance Corporate Governance Training

¢ Legal Liabilities and Proceedings affecting banks and their directors
¢ Anti-Money Laundering Act

In the case of senior management, at a minimum, they should have attended the
Anti-Money Laundering Act Training Program and the Middle Management Leadership
Program or its equivalent or the Leadership and Management Training Program.

Other trainings that they may be required to attend depending on the requirements of
their jobs are as follows:

¢ Labor Relations, Human Relations and Productivity

e Strategic Planning and Management

o Strategic Risk Management

o Effective Auditing Techniques and Methodologies

¢ Treasury Management

¢ Disaster Recovery and Business Continuity Management
¢ Customer Relations Management

¢ Compliance Management System Assessment Seminar
* Updates on various regulations

e Trends on Information Technology

SUCCESSION PLAN

Bangko Kabayan believes that human resource plays an integral part in the
achievement of its vision. It recognizes the importance of enhancing the leadership
culture and managing its top talents to continuously carry out the bank’s mission and
objectives, for the greater good of the organization and the community it serves.

Bank leadership is shared among its Board of Directors and the senior management.
The Board of Directors (BOD) is composed of nine (9) members, three (3), of whom
are independent directors. Furthermore, the majority of the board members are
non- executive directors. This promotes an environment that allows members of the
board to challenge actions and proposals of management while exercising shared
responsibility in managing the business.

The members of the BOD are elected by the stockholders from a host of qualified
persons, based on the requirements of the BSP. Candidates for the BOD position are
selected based on a) the qualification of the candidates, and b) the hiring standards
of the Bank. To ensure a healthy exchange of views and objective judgment,
professionals with various expertise are considered to guide the strategic direction of
the bank.

The regular term of a director shall be from the date of his/her election to the next
annual meeting of stockholders of the Bank or until his/her successors shall have been
elected and qualified to take his/her place at said annual meeting. Unless a director
shall sooner resign, be removed from office or becomes unable to act by reason of
death, disqualification, or otherwise, he/she shall hold office during the term for which
elected and until his/ her successor is elected and qualified.

The appointment of Senior Management members is also subject to hiring standards
of the bank and on the rules set by the BSP. They must also uphold the vision and
core values of Bangko Kabayan.

The Senior Management, on the other hand, is composed of the following positions:

a. President / Chief Executive Officer

b. Chief Operating Officer

c. Chief Financial Officer

d. Strategy and Knowledge Management Group Head
e. Branch Banking Group Head

f. Credit Group Head

g. Inclusive Finance Group Head

h. Operations Group Head

i. Chief Audit Executive

j. Chief Compliance Officer
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k. Risk Officer

| Chief Information Officer

m. Corporate Support Group Head

n. Information Security Officer / Data Privacy Officer
0. Treasury Officer

p. Sales Head- Visayas

The bank acknowledges that any sudden movement/disruption in its leadership
core will have a significant impact on the bank’s operations and may hinder the
achievement of its goals.

To ensure its readiness for such movements, the bank designed a succession plan
covering the following items:

1. Identification of the key leadership positions- classified into critical and non-
critical.

2. Evaluation of the position’s impact on the achievement of strategic objectives
and assessment of the position’s risk of vacancy.

3. Computation of the attrition factor or the imminence of losing the incumbent
without immediate replacement.

4. Identification of the key competencies and skills for the position as well as
other factors necessary for its effective performance.

5. Identification of potential successors and development of the leadership
talent pool through its management development program.

6. Replacement planning for the critical key leadership positions.

7. Temporary staffing strategy for key bank officers in the event of short-term
planned or unplanned absence.
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RETIREMENT POLICY

Board of Directors

The composition and term limits of the BOD is in line with the regulations set forth by
the Bangko Sentral ng Pilipinas and the Securities and Exchange Commission ensuring
an appropriate structure of corporate governance in place. For independent directors,
the maximum term limit is nine (9) years to avoid too much familiarity and therefore
keep the independence and impartiality of the independent director. For the non-
independent director, no maximum term limit nor age is set provided that the director
is (a) physically and mentally capable to perform his/her functions as director, (b)
keeps oneself abreast on the latest policies and regulations governing the operations
of the bank and (c) able to perform his/her responsibilities as director effectively for
the benefit of the bank.

Officers and Other Employees

1. Eligibility for Membership
a. Membership in the Employee Retirement Plan shall be automatic for all officers
and employees of Bangko Kabayan who are considered having regular
employment status.
b. Membership will commence retroactively on the first day of the month coincident
with or next following his attainment of regular employment status.

2. Normal Retirement Benefit
a. The normal retirement date of an employee shall be the first day of the month
coincident with or next following attainment of age sixty (60) with at least five
(5) years of credited service.
b. The normal retirement benefit shall be a sum equal to 150% of the employee’s
salary for every year of credited service as of normal retirement date.

3. Early Retirement Benefit
a. With the consent of the management, an employee may opt to retire prior to
his normal retirement provided he has completed at least ten (10) years of
credited service regardless of the employee’s age
b. The early retirement benefit shall be a sum equal to a percentage of the
employee’s salary for every year of credited service in accordance with the
following schedule:

Years of Credited Service  Retirement Percentage

Less than 10 years 0%

10 to 14 years 100%
15 to 19 years 125%
20 years or more 150%



4. Late Retirement Benefit

a. An employee who is permitted by the management to continue to work on a
yearly extension basis beyond his normal retirement date shall continue to be
eligible for the Retirement Plan up to his late retirement date. The late retirement
date of such employee shall be the first day of any month after attaining his
normal retirement date but not beyond age 65.

b. The late retirement benefit shall be a sum equal to 150% of the employee’s
salary for every year of credited service as of late retirement date.

5. Dismissal for Cause
An employee who is dismissed by the Bank for cause shall not be entitled to any
benefits under the Employee Retirement Plan.

Although Bangko Kabayan was merged with FairBank and Progressive Bank Inc.,
the three banks’ retirement funds were not merged and continue to be managed
separately. The retirement policies of each Bank remain in effect for all employees
identifiable with each Bank.

For FairBank and Progressive Bank, the plans provide for a lump-sum benefit based
on final salary and years of service, subject to certain eligibility conditions. The plan
covers all regular full-time employees. The normal retirement date of an employee
shall be the first day of the month coincident with or next following the attainment of
age 60, provided the employee has rendered 5 years of service with the Bank.

Bangko Kabayan believes in the moral obligation to help prepare employees who
devoted their lives in productive work to lead an enjoyable retirement life. The Bank
has provided a noncontributory Employee Retirement Plan which covers the granting
of retirement benefits for all eligible employees of Bangko Kabayan.

REMUNERATION POLICY

The Board of Directors per diems and other remunerations is determine by the board
based on the maximum amount approved by the stockholders representing at least a
majority of the outstanding capital stock at a regular or special stockholders’ meeting.
Provided further, that the amount shall not be more than ten percent (10%) of the net
income before tax of the Bank during the preceding year. Executive director is given a
minimum Per diems, considering the regular salary they received as an officer of the
bank, while Non-Executive and Independent director have the same amount of per
diems. Additional remuneration is given as it is necessary for the bank to continue to
recruit and retain highly qualified Directors. A reflection of the importance given by the
Bank on Corporate Governance.

With regards to the senior management, each of the position in the bank goes through
the process of job evaluation wherein the following factors are determined:

¢ Span of Control (30%);
¢ Knowledge and Skills (30%)
¢ Decision Making (40%)

The total points of each position determine the job level of that particular position
which is used in determining the equivalent salary based on the salary structure which
was arrived at by looking at the banking industry compensation as a whole, with
focus on local banks to assess the spectrum of salary range for critical positions. This
allows us to assess the risk and come up with a decent competitive positioning in the
market, since the landscape of the competition has changed, that is at the same time
sustainable and affordable.

DIVIDEND POLICY

Dividends declared by Bangko Kabayan are taken from the retained earnings of
the bank and are governed by the policies set by the Bangko Sentral ng Pilipinas.
The declaration of dividends, both cash and stock, are approved by the majority of
the Board of Directors, subject to a ratification of the majority during the annual
stockholder’s meeting. No dividend was declared for the year 2023.
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RELATED PARTY TRANSACTION POLICY

The bank’s related parties include its Directors, Officers, Stockholders and their Related
Interest (spouses and relatives within the first degree of affinity and consanguinity)
and Second Degree relative by affinity and consanguinity of DOS. Corresponding
person on Affiliated Companies, Subsidiaries, affiliates and any party that the Bank
exert direct or indirect control over or vice versa, and those with direct and indirect
linkages to the Bank.

The Bank permits transactions involving related parties, but it mandates that such
transactions adhere to either arm’s length standards or occur within the normal course
of business. Every Director, Stockholder, or Officer bears the responsibility of disclosing
any Related Party Transactions and any material interests they or an immediate family
member may have with the bank.

Relevant information with respect to the transactions like, description and material
terms and condition, value and share of the related party, related parties involved in
the transactions and any potential reputational risk issues that may arise, are disclosed
in the contract.

The Corporate Governance Committee thoroughly evaluates and recommends
material related party transactions for approval by the board. The Board assures that
all terms such as price, commissions, interest rates, fees, tenor, collateral requirement,
contracts of related party transactions are within standard, as if they were applied to
non-related parties. A material aggregate amount for a period of twelve (12) months
from January to December of the financial year are set and approved by the Board as
the basis of the amount subject for review and approval of the board. The Bank shall
be guided by the following internal RPT Limits, for monitoring purposes, subject to the
existing and separate prudential limits for DOSRI, Subsidiaries, and Affiliates.

1. Individual RPT Limit: 20% of the Bank’s Equity
2. Aggregate RPT Limit: 50% of the Bank’s Equity

Board members, stockholders, and management are required to disclose to the board
any financial interests they, directly or indirectly, possess in transactions or matters
concerning the bank, whether on their own behalf or representing third parties.
Directors and officers with personal interests in related party transactions must refrain
from participating in discussions, approvals, and management of such transactions or
matters affecting the bank.

For restitution of losses or other remedies for abusive RPTs; Personnel, officers or
directors, who have been remiss in their duties in handling Related party transactions
shall be accountable on losses and opportunity costs incurred by the bank arising from
the transactions that are not engaged on arm’s length terms.
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For the year 2023, the summary of the Group’s significant transactions with its related
parties as of and for the year ended December 31, 2023 are as follows:

Category

Amount of Transaction
during the year

Outstanding Balance

Terms and Condition

Affiliates, Stockholders and related parties under common ownership

Investment in Aboitiz
Power Corporation bonds

Financial asset at FVOCI P 9,800,846.00 with coupon interest of
5.28% due on October
10, 2026.
Investment in Aboitiz
. Power Corporation bonds
F'“au’;'a' edasse'ts a P 50,000,000.00 |with coupon interest of
amortized cos 3.82% due on March 16,
2026.
Warehouse Rental from
Villa Vicenta Farm, a
Operating Expenses P 1,731,251.00 related interest of the
bank COO.
Commission income as
Operating Income P 32,250.00 remittance 2022 103,592 -
partner with UBX
Interest income earned
from Investment
Interest Income P 2,438,770.00 Securities at FVOCI and
Amortized Cost
Ultimate Parent Company
Deposit P 8,608,043,178.00
Demand and clearing
Withdrawals P8 973.00
e accounts with the Parent
Interest income P 143 ,847.00 Bank
Due from other bank P 105,737,825.00
Service charges in
Operating expenses P 2421200 relation to the demand

account with the Parent
Bank, deducted monthly.




Directors, Officers, Stockholders and Related Interest

In the ordinary course of business, the Bank has loan and deposit transactions

with certain DOSRI. Under existing policies of the Bank, DOSRI loans are made on
substantially the same terms as loans granted to other individuals and businesses of
comparable risks.

The General Banking Act and BSP regulations limit the amount of the loans granted
by the Bank to a single borrower to 25% of equity. The amount of individual loans to
DOSRI, of which 70% must be secured, should not exceed the amount of the deposit
and book value of their investment in the Bank. In the aggregate, loans to DOSRI
generally should not exceed the total equity or 15% of the total loan portfolio of the
Bank, whichever is lower. As of December 31, 2023,DOSRI relates to microfinance
loans that are secured with hold-out savings and back to back loans with outstanding
balance amounting to P 0.2 million.

In 2020, the Bank transferred the conduit bank to the Ultimate Parent Company which
includes clearing and cash management. Deposit used as working fund is considered
DOSRI and it was secured by the Ultimate Parent Company with government
securities. The Bank also has available credit line facility with the Ultimate Parent
Company of P 167.0 million. As of December 31, 2023, the Bank has not drawn any
amount from this credit line.

Remittance partnership with UBX Philippines, Inc.

In 2020, the Bank entered into a partnership with UBX Philippines where UBX
Philippines will provide a remittance channel to the Bank. In 2023, commission income
from UBX amounted to P0.03 million and P0.1 million, respectively, included under
other operating income.

Transactions with the Retirement Plan and Trust agreement with
UnionBank Investment Management and Trust Corporation

Part of the retirement plan assets are managed by UBP Investment Management and
Trust Corporation with an outstanding amount of P53.16 million as of December 31,
2023.

MAJOR STOCKHOLDERS

Name of Stockholder  Citizenship ";;g;’;’:’ % to Total
1 City Savings Bank, Inc. Filipino 1,986,825 49,00%
2 Union Bank of the Philippines Filipino 1,011,909 24.96%
3 UBP Investments Corporation  Filipino 964,715 23.79%
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CONGLOMERATE MAP

The Insular Life
Assurance Co. Ltd. -
12.32%

Aboitiz Equity
Ventures, Inc. m
49,94%

PCD Nominee
Corporation -
11.23%

Social Security
System
17.00%

Social Security
System (1) .
1.72%

PCD Nominee
rporation

UNION BANK OF THE PHILIPPINES

UBP Investments Corporation -

Bangko Kabayan, Inc. - 97.75%
(CSB - 49%, UIC - 23.79%, UBP - 24.96%)

(formerly, UnionBank Prog

UBX Philippines Corporation - 100%

— UBX Private Limited - 100%

UBX Remit Pte Ltd. - 100%
(in the process of securing a remittance license)

Shiptek Solutions Pte. Ltd. - 30%

PETNET, Inc. - 51%
(CSB - 40%, UIC - 11%)

|_ Banana Fintech Services
Corporation - 32%

— Shiptek Solutions Corporation - 30%

First Union Insurance & Financial Agencies, Inc.
(FUIFAI) - 100%

UNIONDIGITAL BANK INC. - 100%

Doing bu nder the name and style of UnionDigita

First Union Direct Corp. (FUDC)* - 100%

UNIONBANK INVESTMENT MANAGEMENT AND
TRUST CORPORATION - 100%

Doing business under the name and style of UBIMTC

First Union Plans, Inc. (FUPI)
(UIC - 97.22, UBP - 2.78%)

Sororation
an-rilipino
1.52‘%

Shareholders with
less than 1% -
ownership each

UNIONBANK FINANCIAL SERVICES AND INSURANCES BROKERAGE INC. - 100%
(Formerly 1 Financial S ilippines, Inc.)
of B purchasad by LBP

6.2

Union Data Corp. (UDC)* - 100%

Interventure Capital Corp. (IVCC)*- 60%

UBP Securities, Inc. (UBPSI)* - 100%

*Dormant / Inactive.
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SELF-ASSESSMENT FUNCTIONS

Audit Committee

The Board of Directors Audit Committee (BoDAC) shall be composed of at least

three (3) members of the BOD, shall have accounting, auditing or related financial
management expertise or experience, who are task to assist the Board of Directors
(BOD) in fulfilling its oversight responsibilities for the financial reporting process, the
system of internal control, and the audit process of both internal and external auditor.
In addition, the Audit Committee is mandated to monitor and evaluate the adequacy
and effectiveness of the Bank’s internal control system.

Among the duties and responsibilities of the Audit Committee are:

a. Oversee the financial reporting framework.
- Oversee the financial reporting process, practices, and controls.
- Ensure that the reporting framework enables the generation and
preparation of accurate and comprehensive information and reports.

b. Monitor and evaluate the adequacy and effectiveness of the internal control
system.
- Oversee the implementation of internal control policies and activities.
- Ensure that periodic assessment of the internal control system is conducted
to identify the weakness and evaluate its robustness considering BK's risk
profile and strategic direction.

¢. Oversee the internal audit function.

- Responsible for the appointment/selection, remuneration, and dismissal of
the internal auditor.

- Review and approve the audit scope and frequency as well as annual
budget of the IA Department.

- Ensure that audit scope covers the review of the effectiveness of the BK's
internal controls, including financial, operational and compliance controls,
and risk management system.

- Review and approve the performance and compensation of the Chief Audit
Executive.

d. Oversee the external audit function.
- Responsible for the appointment, fees, and replacement of an external
auditor.
- Review and approve the engagement contract and ensure that the audit
scope likewise covers areas specifically prescribed by the BSP and other
regulators.

Oversee implementation of corrective actions.

- Receive key audit reports and ensure that senior management is taking
necessary corrective actions in a timely manner to address the weaknesses,
non- compliance with policies, laws, and regulations and other issues identified
by auditors and other control functions.

Investigate significant issues/concerns raised.
- With explicit authority to investigate any matter within its terms of reference,
have full access to and cooperation by management, and have full discretion to
invite any director or executive officer to attend its meetings.

Establish a whistleblowing mechanism.

- Establish and maintain mechanisms by which officers and staff shall, in
confidence, raise concerns about possible improprieties or malpractices in
matters of financial reporting, internal control, auditing or other issues to
persons or entities that have the power to take corrective action.

- Ensure that arrangements are in place for the independent investigation,
appropriate follow- up action, and subsequent resolution of complaints.

Internal Audit

The authority to carry out the internal audit activity is vested in the Internal Audit
Department, which reports directly to the Board of Directors Audit Committee
(BoDAC). The Internal Audit Department (IAD) headed by the Chief Audit Executive
reports functionally to the Audit Committee and administratively (i.e. day to day
operations) to the President. The IAD is entirely independent of all other organization
units of the Bank. It operates under the direct control of the BoDAC and is given an
appropriate standing within the Bank to be free from bias and interference.

AudCom shall meet monthly with the CAE, and as many times as the committee
deems necessary. As necessary or desirable, the committee may request that
members of management and/or the representative of the external auditors be
present at meetings of the committee.

The Parent Audit Committee also created a Subsidiary Governance IA Unit for its
oversight role to identify subsidiaries and affiliates’ internal audit activities. This would
ensure the consistency and alignment between UBP and its subsidiaries and affiliates
with respect to internal audit strategies, methodology, scope, and quality assurance
measures, as deemed applicable. The internal audit activities of the subsidiaries and
affiliates are reported to UBP’s Board of Directors through the Audit Committee of UBP.
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Internal Audit provides an independent and objective review and advisory service

to provide assurance to the Board of Directors that Bangko Kabayan'’s financial and
operational controls designed to manage the organization’s risks and achieve the
entity’s objectives are operating in an efficient, effective and ethical manner, and
assist management in improving the entity’s business performance. The ability of
BKI's internal audit activity to achieve desired objectives depends largely on the in-
dependence of its audit personnel. Generally, the position of the auditor within the
organizational structure of the institution, the reporting authority or audit results,

and the auditor’s responsibilities indicate the degree of auditor independence. The
board should ensure that IA does not participate in activities that may compromise its
independence. The internal audit activity may, however, engage in consulting activities
that provide advice and direction in areas for which the internal auditor possesses the
necessary skills and knowledge. IAD conducts assurance and advisory engagements
based on a forward-looking risk-based audit plan that is consistent with the Bank's
strategic plans and priorities.

To achieve an acceptable level of performance, IA is guided by the professional
practices framework issued by The Institute of Internal Auditors (IIA) and developed
standard for information technology auditing by The Information Systems Audit and
Control Association (ISACA). Both internationally known institutions.

| .
’ EXTERNAL AUDIT ' INTERNAL AUDIT I ——
_—— | — Py AUDIT EXECUTIVE
| —
BHANCH AGBIT ’ EXECUTIVE Mm.r ’ xumamnou ’ DATA ANALYTICS &
SYSTEMS n.um‘r FRAUD [INVESTIGATION
A
2023 ANNUAL REPORT

The department is divided into four (4) units namely the Branch, Executive,
Information Systems Audit units, and Data Analytics and Fraud Investigation

Unit. Branch Audit Unit is primarily responsible for conducting the operations and
compliance audit of branches while the Executive Audit Unit is in charge of the audit
of the executive or head office business units. On the other hand, the Information
Systems Audit Unit is responsible for the audit of Information Security and Technology
controls that support BK'’s business operations. Lastly, the Data Analytics and Fraud
Investigation (DAFI) Unit is in-charge to conduct investigations in aid of administrative
or criminal proceedings in compliance with Code of Conduct. The DAFI unit would also
expand the continuous auditing capability of IAD.

As BK embarks towards its digital transformation, IAD has undertaken initiatives to
adapt and expand its processes, and to provide relevant and timely recommendations
to the Bank. Competency of auditors is continuously enhanced to adapt with the
bank’s requirements.

External Audit

The Bank’s external auditors on the other hand examine its financial statements

and express an opinion on whether the numbers reported in the Bank’s Balance
Sheet, Income Statement, and other financial statements are fairly presented in
accordance with financial reporting standards. BoDAC recommends the appointment,
re-appointment, and change of external auditors. External audit services are currently
provided to the Bank by SGV & Co (EY Philippines).

Compliance

The Compliance Function operates independently to define, advise on, monitor,
and report the Bank’s compliance risk. It facilitates the effective management of
compliance risk by:

1. Advising the board of directors and senior management on relevant laws,
rules and standards, including keeping them informed on the developments in
the area;

2. Apprising the Bank’s personnel on compliance issues, and acting as a contact
point within the Bank’s compliance queries from its personnel;

3. Establishing written guidance to staff on the appropriate implementation of
laws, rules and standards through policies and procedures and other
documents such as compliance manuals, internal codes of conduct and
practice guidelines;

4. Reviewing and assessing the compliance risk associated with the Bank's
business activities, including new product and business units.

5. Assessing the appropriateness of the Bank’s compliance procedures and
guidelines, promptly following up any identified deficiencies, and where
necessary, formulating proposals for amendments.



6. Monitoring and testing compliance by performing sufficient and representative
compliance testing;

7. Maintaining a constructive working relationship with the Bangko Sentral and
other regulators.

Status
a. Independence
i. The compliance function is independent from the business activities of the
Bank.
ii. It is given sufficient resources to carry out its responsibilities on its own
initiative.

iii. It has the right to conduct investigation and is free to report to Senior
Management, Audit Committee and/or the Board of Directors material
breaches of the Compliance Program and/or laws, rules and standards,
without fear of retaliation or disfavor from Management or other affected
parties.

iv. It has access to all operational areas as well as any records or files
necessary enabling it to carry out its duties and responsibilities.

b. Authority
To carry out its Compliance responsibilities effectively, the CCO:

i. Has direct and unrestricted access to any records, documents, books of
accounts, and information it needs, for the performance of his/her
responsibilities: and

ii. Has the right to require any member of the Management and Staff to
promptly supply information and/or explanations as may be needed to
carry out his/her functions.

c. Reporting Lines
The Chief Compliance Officer (CCO) is appointed by the Board of Directors
subject to the confirmation of the BSP. He / She is functionally and
administratively under the direct supervision of the Board of Directors
(through the Corporate Governance Committee) and the President,
respectively.

d. Relationship with Other Units of the Banks
In addition to the specific collaboration, CCO, Chief Audit Executive and Risk
Officer exerts effort to ensure good coordination and continued cooperation.

The Chief Compliance Officer (CCO) consults the Legal Officer for guidance on
adhering to banking and corporate laws. When needed, the Legal Officer arranges
consultations with outside experts. The CCO maintains primary responsibility for
regulatory agency relations and addresses external compliance inquiries.

The Compliance and Corporate Governance Office of the parent bank oversees
compliance within its subsidiaries. This oversight ensures that UBP and its affiliated
companies align consistently with regulatory requirements and reporting standards.
Additionally, the Compliance System undergoes regular reviews by the Internal Audit
Department
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CONSUMER PROTECTION

Bangko Kabayan designed this policy to provide an enabling environment and
appropriate mechanisms that protects the interest of consumers of financial products
and services under the condition of transparency, fair and sound market conduct
and effective handling of Financial Consumer disputes. Bangko Kabayan shall ensure
responsiveness to the needs of its stakeholders while being held against a high
standard of accountability. The Framework shall implement measures to protect the
following rights of Financial Consumers:

a. Right to equitable and fair treatment;

b. Right to disclosure and transparency of financial products and services;
¢. Right to protection of consumer assets against fraud and misuse;

d. Right to data privacy and protection; and

e. Right to timely handling and redress of complaints

The Framework for Consumer Protection simply aims to manage risks and potential
harms to financial consumers, prevent unfair business practices, and achieve fair and
beneficial consumer outcomes.

The Board of Directors is primarily responsible for approving and overseeing the
implementation of BK’s consumer protection policies as well as the Consumer
Protection Risk Management System (CPRMS), which includes: (a) promoting a culture
of ethical behavior and ensuring adherence to all relevant laws and regulations; (b)
providing adequate resources and adopting policies to effectively implement training
and competency requirements. The Board shall also be responsible in monitoring and
overseeing the performance of the members of Senior Management in managing the
day to day consumer protection activities of Bangko Kabayan to ensure the delivery
of effective recourse to the consumer. The Senior Management is responsible for

the implementation of the CPRMS and FCPAM duly approved by the Board. It is also
their responsibility to ensure that the practices of the bank and its third-party agents/
representatives are aligned with approved FCP policies and risk management systems.

The Consumer Protection Risk Management Framework of the bank is aligned to the
bank’s Code of Conduct where it ensure that each employee is informed and reminded
of acceptable norm of behavior and what constructive actions need to be done to
ensure productivity, efficiency and established values are sustained to be able to attain
the mutual interest of the employee, the bank and its clientele.

Bangko Kabayan Inc. ensures that applicable terms and conditions of the product

or services are explained in @ manner that clients understand the terms of contract,
including the right of consumer protection. The bank adopts the Financial Consumer
Protection Assistance Mechanism, a policy to protect the consumer. It includes a
provision for an avenue that will allow bank customers’ to raise their concern either by
complaint and request. Consumer Assistance Officer (CAO) in each unit are designated
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CHANNELS

PHONE
Sanciago St Pablacion. laan, Batangas
{043) 311-1420 loe 214
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@

CONSUMER
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The Consumer Assistance Officer (CAO) receives and acknowledges consumer concerns through phone, email, Facebook, and branch
walk-ins. Record concerns in a database, make an initial review and investigate. Evaluate and process the concerns, provide official
reply to the consumer. Request client feedback, generate and submit a report to the Consumer Affairs Head for consolidation and
recommendation on how to avoid recurring complaints and suggestions for process/personnel competency improvement, as needed.
-explanation of the process flow of FCPAM.

to handle customer concerns and elevate the same to the Consumer Protection
Committee if it cannot be resolved at his end. The Consumer Affairs Head is the lead
implementer of the FCPAM, he monitors complaints received and escalates it to the
concerned unit for resolution. Ensure that recommended solutions to avoid occurrence,
and the suggestions for process or personal competency needing improvement are
implemented.

Summary of Customer Concern

Depost l 6.30%
Reqular Loarns I 5.43%

ROPA | 0.32%







CORPORATE SOCIAL RESPONSIBILITY

As a socially responsible organization, Bangko Kabayan believe in giving back to the
communities we serve. Through our Corporate Social Responsibility and Sustainability
(CSRS) initiatives, we have made meaningful contributions to education, healthcare,
environmental sustainability, and community development projects. We are proud

to support initiatives that support societal needs and promote long-term sustainable
development.

In 2023, our commitment to environmental sustainability was evident as we converted
932 sacks into concrete eco-brick projects. These initiatives encompassed various
improvements such as flooring for Barangay Chapels, installation of Solar Lights,
establishment of School Gardens, provision of Round tables and chairs with fences,
benches, retaining walls, eco-brick gates for schools and barangays.

Furthermore, Bangko Kabayan actively participated in the X-trash Challenge, a collaborative
effort with the Philippines Business for Social Progress (PBSP), for three consecutive years,
from 2021 to 2023. Through the dedicated efforts of our employee volunteers, we donated
257.58 kilograms of trash in 2021, 362.85 kilograms in 2022, and 386.92 kilograms in 2023
to PBSP. These contributions, consisting of paper, plastic, and metals, were redirected
away from the oceans, reinforcing our commitment to environmental stewardship.

We are proud to highlight that Bangko Kabayan was honored with the Special Award
for having the highest number of employees engaged in the recently concluded X-Trash
Challenge Year 3.

Overall, our dedication to community service and sustainability was reflected in the
completion of 27 projects across various department and branch programs, including
Bayani ng Kalikasan, Bayani ng Komunidad, Bigay Kalinga, BEST, Brigada Eskwela, and
Sustainable Waste Action Program. Additionally, our Christmas Outreach activities for the
year have positively impacted 12 Clusters in Luzon and following the merger, we extended
our outreach to the Visayas region through our 14 BK branches. These programs benefited
a total of 24,425 individuals in the communities we serve.




SUSTAINABLE FINANCE FRAMEWORK

Sustainability Strategic Objectives and Risk Policy

The Sustainability Policy of Bangko Kabayan outlines the company’s view on the
commitment to Sustainable Development and the long term impact it creates on
economic, social and environmental aspects. It serves to formalize the engagement

and adhere to sustainable development regulations in the business operations. This
policy serves as a guide for the bank’s corporate decision making and provides a
reference on how to deal with opportunities and risks in the context of direct and indirect
sustainability impact.

Bangko Kabayan Inc. recognizes the opportunity to create positive economic,
environmental and social impacts as it positions itself to be a market leader among

other banks in the country. The Bank also acknowledges the potential risks and negative
impacts to the operations. The Bank commits to introduce more innovative solutions

for the seamless customer experience in order to provide a better and more inclusive
banking experience of clients, while strengthening engagement with partners, employees
and all other stakeholders. Bangko Kabayan Inc. will continue to leverage on its digital
transformation initiatives to model a sustainability path that is driven by investments in
people, technology and products.

The risk management approach is guided by the following: - Understanding the
characteristics of the Environmental and Social (E&S) risks and their direct and indirect
impact to the clients and the bank; Incorporating E & S risk considerations into all
financing activities:

- Excluding financing clients whose business activities do not meet the Bank's
Credit Underwriting standards;

- Committing to improve the overall E & S performance of its portfolio enhanced
risk management;

- Setting useful and actionable risk controls to assess clients; and

- Developing a due diligence tool that allows effective assessment and
management of the risks without significantly affecting the transaction costs of
the bank.

Overview of E&S Risk Management System

Environmental and Social Risk Management System refers to the policies, procedures
and tools to identify, assess, monitor and mitigate exposures to E&S risks. Managing
Environment & Social risk is an integral part of the bank’s sustainable development

initiative and credit risk assessment process. To protect the bank’s safety and soundness
without sacrificing servicing the clients’ needs, proper management of lending business
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and associated risk is needed. The bank needs to ensure that the client’s financial

and operational sustainability as well as the collaterals subject to mortgage are not
undermined by adverse impacts on the environment and surrounding communities. In
addition, the bank also needs to have a clear understanding of potential E & S risk and
implications for a client’s operations as well as the mitigations and programs set prior
to extending loans.

The assessment of E & S is an integral part of the Bank’s credit sanctioning process.
It is the joint responsibility of the Business and Risk Teams, to ensure successful
implementation. E & S Risk assessment procedures require to be understood parallel
to BK'’s existing credit risk management procedure.

E&S Risk Management
Activities Bank Credit Process

Transaction Screening Loan Application
Loan Evaluation and
E&S Due Diligence Recommendation
Approval and Conditions of Loan Approval and Legal
Financing Documentation
E&S Compliance Monitoring Monitoring and Reporting

Products/services Aligned with Internationally Recognized Sustainability
Standards and Practices

The Micro, Small and Medium Enterprises (MSMES) in the country plays a vital role

in the economy as it accounts for over 90% of businesses in the Philippines. Though
Bangko Kabayan has no existing issuance of green, social or sustainability bonds, the
bank’s products and services particularly those specifically designed for the MSME
sector helped them in having a financial access which are critical for their continued
recovery and inclusion. The MSME sector also contributes to the country’s job creation,
income generation and overall economic growth.

In 2023, the Bank did not acquire new investment securities. But the sustainable
investment guidelines were being considered to evaluate new investment
opportunities. The Bank will ensure that the Environment and Sustainable Policy will
always be implemented in investment analysis and decisions to better manage risks
and improve returns. The Bank will avoid investing in securities of companies whose
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economic activities do not comply with Philippines law, including environmental laws
and regulations. Preference will also be given to companies with better or improving
E&S performance relative to sector peers.

BK was chosen as one among the three beneficiary MFIs together with ASHI and
NWTF with an on-going communication of IF regarding Women for Climate Resilient
Societies, a project of the United Nations Environment Programme.

Breakdown of E&S Risk Exposure of the Bank per Industry

As the major clients of the bank are in the MSME sector, the top industry in terms of
outstanding balance is wholesale and retail. This is followed by the real estate and
agriculture industries.

0S Balance

INDUSTRY (in Php Mn) % of 0S
Wholesale and Retail Trade; Repair of Motor Vehicles and Motorcycle 884.88 27.17%
Real Estate Activities 665.14 2042%
Agriculture, Forestry and Fishing 609.83 1872%
Accomodation and Food Service Activities 331.88 10.19%
Manufacturing 20451 628%
Other Service Activities 150.8 463%
Loans to Individual Consumption-Other Loan 11518 3.54%
Construction 11381 34%%
Transportation and Storage 87.95 2.70%
Loans to Individual Consumption-Salary Loan 2,00 0.68%
Human Health and Social Work Activities 17.07 0.52%
Loans to Individual Consumption-Auto Loan 1582 0.4%%
Education 8.06 0.25%
Financial and Insurance Activities 6.10 0.19%
Mining and Quarrying 592 0.18%
Administrative and Support Service Activities 586 0.18%
Water Supply, Sewerage, Waste, Management and Remediation Activities 441 0.14%
Activities of Households as Employers; Undifferentiated Goods 328 0.10%
and Services Producing Activities of Households for Own Use
Information and Communication 273 0.08%
Professional, Scientific and Technical Activities 0.87 0.03%
Arts, Entertainment and Recreaction 0.76 0.02%
Electricity, Gas, Steam and Air-Conditioning Supply 0.20 0%
TOTAL 3,257.06 100.00%



Information on Existing and Emerging E&S Risks and their Impact on the
Bank

In compliance with BSP Circular No. 1085 Sustainable Finance Framework, an
Environmental and Social Risk Assessment for MSME loans are established. E & S
issues associated with MSMEs if left unmanaged, can lead to loss of assets, reduced
profits and damage reputation. Below are the risk associated for different type of
transactions:

- Credit risk due to borrowers unable to fulfill the contractual obligations
associated with E&S issues, such as fines and/ or closure due to non-
compliance with health and safety requirements, damage to properties
which maybe collaterals or sources of income brought by environmental factors
like typhoons, floods, droughts, volcano eruption and others.

- Legal risk on possession of collaterals which includes fines, penalties and costs
addressing third party claims for damages.

- Operational risk such as potential disruption on borrowers operations as a
result of E&S problem.

- Liquidity risk due to collateral wherein internal resources are needs to properly

- Reputational risk due to potentially negative publicity associated with the
borrowers poor E&S practices.

There should be a clear understanding of the potential environmental and/or social
risks and implications for a borrower’s operation prior to being associated with the
borrower in the view of a transaction.

Upon assessment in 2023, there were no major E&S risks assessed in terms of credit,
legal, liquidity and operational risks of Bangko Kabayan.

Progress of Implementation of Initiatives Undertaken in the Integration of
Sustainability Principles

Several initiatives have undertaken to integrate sustainability principles in the BK’s
governance framework, risk management system business strategy and operations.
The BOD approved Sustainability Policy Memo No. CSR-20230328-44 released in
March 2023 has served as the sustainable framework of the following Bangko Kabayan
initiated policies: the Credit Policy on Sustainable Finance Memo No. LOM-20230519-
63 (released in May 2023); the Human Rights Policy Memo No. CSR-20230419-48
(released in April 2023; and the CSR and Sustainable Projects Policy Memo No. CSR-
20230927-106 (released in September 2023). These established policies, standards,
guidelines, procedures to reinforce the bank’s commitment to sustainable development

focusing on people, planet and purpose. Also, the Sustainable Investment Policy Memo
No. TRM- 20230320-40 (released in March 2023) aims to integrate sustainability
principles in the investment activities of the Bank in accordance with the Sustainable
Finance Framework guidelines of the BSP.

BK has developed and implemented Risk management Tools and Systems that helped
the bank in Environmental, Social, and Governance (ESG) related decision making
such as inclusion of E&S in the ICAAP computation, Risk Control Self-Assessment
(RCSA) process, ESDD checklist during credit evaluation, implementation of Hazard
Hunter during appraisal and others. It has also incorporated governance structure to
drive ESG in the organization and building internal capability of employees to promote
a culture that fosters environmentally and socially responsible business decisions
throughout support units and operations. BK has been providing products and services
which integrate ESG Criteria and has been communicating its sustainability efforts and
initiatives with transparency and consistency across all channels.

Other Initiatives to Promote Adherence to Internationally Recognized
Sustainability Standards and Practices

In line with its mission of creating financial inclusion and promoting economic
development, the bank is committed to invest and provide projects to its communities
that integrate environment and social criteria. Some of the projects initiated by the
bank include:

1. Brigada Eskwela
1.a. Donations of Basic Disaster Supplies, First Aide Kits, Electric Fans, Water
Dispensers, Books and reference materials
1.b. Repair of Classroom ceilings and Comfort rooms

2. Bayani ng Komunidad
2.a. Eco-bricks project on Chapel flooring, Solar lights post foundation, school
gate post foundation, stairs of stage, round tables, round chairs, fence,
school garden plots, bench and retaining walls

3. Bayani ng Kalikasan
3.a. Tree planting
3.b. Coastal Clean-up
3.c. Xtrash Challenge - proper waste segregation / sustainable waste action
program in partnership with BEST and PBSP

4. Inclusion
4.a. Bigay Kalinga thru Christmas Outreach Programs

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)



PRODUCTS & SERVICES

DEPOSIT PRODUCTS

Regular Savings

Initial cash deposit of PHP 1,000.00.
Must maintain a minimum average
daily balance of P1,000.00.

Basic Savings

Initial deposit of P50.00 and
maximum balance of P50,000.00.
Offered to all individuals whose
total assets fall under micro with no
existing deposit yet to BK.

Bibo Kid Savings

Offered to children aged 7 to 12
years old. Initial cash deposit of at
least P100.00.

Regular Current Account

Initial cash deposit of P5,000.00
and must maintain a minimum
average daily balance of P5,000.00.

Automatic Transfer Account

A Current Account that has a
corresponding Savings Account that
is debited to fund checks issued by
the client. Initial cash deposit of PHP
10,000.00 with passbook. Account
shall only earn interest if the
maintained average daily balance is
at least P20,000.00.

BK Value Checking Account

A personal checking account with
a minimum requirement and lower
maintaining balance.

Regular Time Deposit

An interest-bearing deposit
evidenced by certificates of Deposit,
which have specific maturity dates
(ranging from 30, 60, 90, 120, 180,
360 days and above). Minimum
placement of P10,000.00.

Time Deposit Plus

A five (5) long term deposit with an
interest rate twice the existing rate
of regular time deposit.

REGULAR LOAN PRODUCTS

Agricultural Loan

Loans for the cultivation,
development and improvement of
agricultural land, raising of poultry
and livestock and improvement of
fishpond, and other development
activities related to agriculture.
Minimum loanable amount shall be
P300,000.00 and Maximum loanable
amount shall not exceed Single
Borrower’s Limit

ANI Plus

Cater the financial needs of
borrowers whose business is
agricultural in nature but does
not qualify to either ANI or other
agricultural loan product features.
Loanable amount ranges from
P200,000 to P900,000.

SME Loan

Granted to small and medium-sized
enterprises engaged in trading
business, manufacturing or services.
Minimum loanable amount of
P300,000 with a maximum loanable
amount not exceeded Single
Borrower’s Limit.

Housing Loan

Available to individuals requiring
funds to finance the following: (a)
Acquisition of residential lot; (b)
Acquisition of residential house and
lot; (c)Construction of residential
house on lot already owned or
acquired; and (d) Renovation of
house. The maximum term is five
years with a ten year factor.

Transport Vehicle and
Equipment Loan

To finance an acquisition of brand
new and second hand transport
vehicles, either commercial or
private use and equipment. Amount
to be financed is 80% of the project
cost/cost of vehicle to be purchased
and a minimum loan term is 1 year.

Other Regular Loan Products
Loans to Private Corporations,
Housing Loan End User with Buy
Back, Back to Back Loan, SSS Loan,
ADB Loan, and Bills Purchase Line
for Loans




SUPERVISED CREDIT
PRODUCTS

ANI Loan

The facility aims to extend financial
services to small farmers including
small crop growers, small poultry
and livestock raisers, small fisher
folk including fisherman and
fishpond operator.

Kabayan MSE Loan

To finance additional working capital
or asset acquisition of micro-
enterprise and newly acquired small
enterprise clients. Minimum loan
amount of P50,000 and maximum of
P500,000.

Kabayan MSE Plus

Additional working capital,
procurement of equipment/
machinery, construction or
improvement of building, and other
business purposes. Minimum loan
amount of P501,000 and maximum
of P1,500,000.

Other Supervised Credit
Educational Loan, Multi-Purpose
Consumption Loan, Business Builder
Loan, and GABAY Housing Loan,
Sustainable Business Builder Loan

(pilot)
MICROFINANCE PRODUCTS

LELEWEL NIGET]

This caters to the banking needs

of micro- entrepreneurs with
established businesses and with
business assets. The specific
purpose of the loan is to finance
the additional working capital
requirements. Loan amount varies
minimum of P10,000 and maximum
of P150,000.

Kabayan Plus

For financing of working capital or
for the acquisition of fixed assets of
graduated Kabayan borrowers. Loan
amount varies minimum of P150,001
and maximum of P300,000.

Kapitan Loan

A Group Lending Program.

This is a product offered to the
entrepreneurial poor, especially
women, so that they can have
access to credit and other
financial services. Minimum loan
amount of P5,000 and maximum
of P150,000.00, subject to the
following limits per cycle. All
KAPITAN loans are payables in 25
equal weekly installment.

Gabay Housing Loan

To finance improvement (major
and minor) on the structure of
home, but not limited to replacing
doors, windows, and roofs; adding
rooms; installing utilities; toilet
facilities; painting; repairing wall;
etc. Loanable amount varies
minimum of P10,000 with a
maximum of P300,000.

OTHER SERVICES

ATM PROVIDER
DBP, i2i Mobile ATM (selected
branches)

LOAN PAYMENT CHANNELS
GCash, Palawan Remit to Account,
Maya, PesoNet, UBP Bills Pay, ECPay,
Link.Biz Portal

REMITTANCE SERVICES

i2i Remittance, Palawan Express
Padala, PeraHub, True Money, and
Western Union Money Transfer

FUND TRANSFER
i2i NRPS - PESONet/Instapay,
PESONet ACH (to receive)

BILLS PAYMENT
TrueMoney, i2i Bills Pay




BRANCH DIRECTORY

Head Office

Santiago Street, Poblacion

Ibaan, Batangas
info@bangkokabayan.com

(043) 311-1323 / (043) 311-1420 /
(043) 311-1152

BATANGAS

Agoncillo

J. Mendoza Street, Poblacion
Agoncillo, Batangas
agoncillo@bangkokabayan.com
(043) 786-5539

(0917) 543-5105 / (0998) 988-9198

EIEVE]]

Union St., Brgy. 5

Balayan, Batangas
balayan@bangkokabayan.com
(043) 740-3091

(0917) 513-7495 / (0998) 988-9215

Batangas City

Romero Dy Bldg., P. Burgos Street
Poblacion 10, Batangas City
batangas@bangkokabayan.com
(043) 300-1228

(0917) 863-1525 / (0998) 988-9205

Calaca City

Marasigan Street, Poblacion 5
Calaca, Batangas
calaca@bangkokabayan.com

(043) 223-5221 / (043) 419-2705
(0917) 863-1526 / (0998) 988-9208

!
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Calatagan

Ayala Street, Poblacion 3
Calatagan, Batangas
calatagan@bangkokabayan.com
(043) 419-0212

(0917) 562-7217 / (0998) 988-9213

Cuenca

National Road, Poblacion

Cuenca, Batangas
cuenca@bangkokabayan.com

(043) 342-1481

(0917) 863-1533 / (0998) 988-9206

Ibaan

Santiago Street, Poblacion

Ibaan, Batangas
ibaan@bangkokabayan.com

(043) 311-2804

(0917) 863-1529 / (0998) 988-9204

Lemery

National Hi-way, Brgy. Palanas
Lemery, Batangas
lemery@bangkokabayan.com

(043) 411-0893

(0917) 863-1523 / (0998) 988-9214

Lipa City

Laguerta Bldg., P. Torres Street,
Brgy. 11 Lipa City, Batangas
lipa@bangkokabayan.com

(043) 726-0295 / (043) 233-2483
(0917) 808-7142 / (0998) 988-9200

Lobo (Branch Lite)

P. Burgos Street, Poblacion

Lobo, Batangas
lobo@bangkokabayan.com

(043) 403-6529

(0917) 826-2010 / (0998) 583-5530

Mabini

Poblacion, Mabini, Batangas
mabini@bangkokabyan.com

(043) 774-4420

(0917) 863-1534 / (0998) 988-9209

Nasugbu

Mulingbayan Street, Brgy. 9
Nasugbu, Batangas
nasugbu@bangkokabayan.com
(043) 233-2604

(0917) 714-5176 / (0998) 988-9196

Rosario

Carandang Street, Poblacion C
Rosario, Batangas
rosario@bangkokabayan.com

(043) 321-1134

(0917) 863-1538 / (0998) 988-9202

San Jose

Maicor Bldg., Makalintal Avenue
Taysan San Jose, Batangas
sanjose@bangkokabayan.com
(043) 726-2139 / (043) 233-2587
(0917) 705-4547 / (0998) 581-2519

CELINITED]

Gen. Luna Street, Poblacion

San Juan, Batangas
sanjuan@bangkokabayan.com
(043) 575-3771 / (043) 233-2622
(0917) 863-1537 / (0998) 988-9212

San Pascual

2680 National Road

Brgy. San Antonio

San Pascual, Batangas
sanpascual@bangkokabayan.com
(043) 727-1120 / (043) 233-2592
(0917) 863-1535 / (0998) 988-9195

Talisay

Brgy. Banga, Talisay, Batangas
talisay@bangkokabayan.com
(043) 786-0632

(0917) 825-2517

Tanauan City

ELR Bldg., J.P. Laurel Highway

Brgy. 2, Tanauan City, Batangas
tanauan@bangkokabayan.com
(043) 784-3894

(0917) 509-6871 / (0998) 988-9197
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LAGUNA

Nagcarlan

Rizal Avenue, Poblacion 2
Nagcarlan, Laguna
nagcarlan@bangkokabayan.com
(049) 523-8599

(0917) 823-2913 / (0998) 988-9201

Pagsanjan

Gen. Taifo Street, Poblacion 1
Pagsanjan, Laguna
pagsanjan@bangkokabayan.com
(049) 254-2123

(0917) 562-3257 / (0998) 988-9210

QUEZON

Atimonan

Rizal Street, cor. P. Enriquez Street
Brgy. Zone 1, Poblacion

Atimonan, Quezon
atimonan@bangkokabayan.com
(042) 322-4908

(0917) 825-5617 / (0998) 589-2686

Gumaca

G/F Landig Building, P. Castillo St.
Brgy. Tabing Dagat

Gumaca, Quezon
gumaca@bangkokabayan.com
(042) 717-6728 / (042) 322-4913
(0917) 823-7087 / (0998) 589-2687




Sariaya

General Luna Street, Poblacion 4
Sariaya, Quezon
sariaya@bangkokabayan.com

(042) 525-8788 / (042) 322-4906
(0917) 621-1862 / (0998) 988-9203

Tiaong

Don V. Robles Street, Poblacion 1
Tiaong, Quezon
tiaong@bangkokabayan.com

(042) 545-6621

(0917) 805-9421 / (0998) 988-9207

BOHOL

Tubigon

Pooc Occidental, Poblacion
Tubigon, Bohol
tubigon@bangkokabayan.com
(038) 502-6202

(o:11)

Bogo City

Dela Vina St. Cor., J. Lequin St.
Cantecson, Gairan, Bogo City, Cebu
bogo@bangkokabayan.com

(032) 434-8050

Carcar City

San Vicente St., Poblacion 1,
Carcar City, Cebu
carcar@bangkokabayan.com
(032) 427-3005

Daanbantayan

Osmena Street,Poblacion
Daanbantayan, Cebu
daanbantayan@bangkokabayan.com
(032) 437-8137

Danao City

Taboc, Looc, Danao City, Cebu
danao@bangkokabayan.com
(032) 346-3321

(0917) 628-5343

Mandaue City

CQR Bldg, 251 Sb Cabahug Street
Ibabao Estancia

Mandaue City, Cebu
mandaue@bangkokabayan.com
(032) 417-2243

Santa Fe

F. Roska Street, Talisay
Santa Fe, Cebu
stafe@bangkokabayan.com
(032) 422-0329

Toledo

Magsaysay Cor. Mercado Street
Poblacion, Toledo City, Cebu
toledo@bangkokabayan.com
(032) 407-5670

ILOILO

EIECET

Del Rosario St., Poblacion Sur
Balasan, Iloilo
balasan@bangkokabayan.com
(033) 393-0029

(0970) 932-4653

Iloilo City

Gold Star Blg., 32 Ledesma Street

Cor Liberation Road, Iloilo City
iloilo@bangkokabayan.com
(0930) 646-3191

NEGROS OCCIDENTAL

San Carlos

Door 4, Ledesma Avenue

Brgy Palampas, San Carlos City
Negros Occidental
sancarlos@bangkokabayan.com
(034) 700-9117

Silay

Zone 1 Antilla Subd.
Barangay IV (Pob.) Silay City
Negros Occidental
silay@bangkokabayan.com
(034) 714-3027

NEGROS ORIENTAL

Dumaguete

102 JAT Building, San Juan Street
Brgy Poblacion No. 7

Dumaguete City, Negros Oriental
dumaguete@bangkokabayan.com
(035) 402-0313

-
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CAPITAL STRUCTURE & CAPITAL ADEQUACY

The Bank's regulatory capital position as of December 31, 2023 & 2022 is as follows:

The reconciliation of all regulatory elements andfor regulatory adjustments/deductions is as follows:

QUALIFYING CAPITAL
Tierl 2023 2022 Tier1 BSP REPORT 2023 Adjustment 2023 Restated
Paid-in CS-Common Stock 405,476,300.00 367,739,200.00 Paid-in CS-Common Stock 405,476,300.00 - 405,476,300.00
Additional Paid In Capital 20,399,575.54 Additional Paid In Capital 20,399,575.54 34,772,572.50 14,372,996.96
Retained Earnings Free & Reserve 246,212,757.34 162,186,342.49 Retained Earnings Free & Reserve 246212,757.34 4,058,395.24 250,271,152.58
CURRENT YEAR INCOME 88,216,547.99 83,775,789.35 CURRENT YEAR INCOME 88,216,547.99 39,193472.93 127,410,020.92
Other Comprehensive Income 33336,029.42 - 21,751,664.90 Other Comprehensive Income 33335,029.42 1,199,83350 - 32,136,195.92
TOTAL CAPITAL 686,170,000.37 591,949,666.94 TOTAL CAPITAL 686,170,000.37 79,224,274.16 765,394,274.53
Less: Less:
Deferred Tax Assets 21,953,074,00 19,925,268.59 Deferred Tax Assets 21,953,074.00 - 9,025,687.00 12,927,387.00
Intangible Assets 7,546,202.62 8,342,029.14 Intangible Assets 7,546,202.62 - 7,546,202.62
Total Outstaning Unsecured Credit Accomodation- DOSRI Total Outstaning Unsecured Credit Accomodation- DOSRI
Defined Benefit pension fund assets/liability 2,454,736.00 Defined Benefit pension fund assets -
Total Tier 1 656,670,723.75 561,227,633.21 Total Tier 1 656,670,723.75 88,249,961.16 744,920,684.91
Tier2 Tier2
RE Reserve Others - - RE Reserve Others -
Add: General Loan Loss 4,248,432.45 8,415,378.18 Add: General Loan Loss 4,248432.45 - 424843245
Total Tier 2 4,248,432.45 8,415,378.18 Total Tier 2 4,248,432.45 - 4,248,432.45
Total Qualifying Capital 660,919,156.20 569,643,011.39 Total Qualifying Capital 660,919,156.20 88,249,961.16 749,169,117.36
Total Credit Risk Weigted Assets 2,973,251,874.75 2,092,891,631.66 Total Credit Risk Weigted Assets 2,973,251,874.75 - 3,094,938,618.00
Total Operational Risk Weighted Assets: 645,427,785.32 618,284,594.23 Total Operational Risk Weighted Assets: 645,427,785.32 - 645,427,785.32
Total Risk Weighted Assets 3,618,679,660.07 2,711,176,225.89 Total Risk Weighted Assets 3,618,679,660.07 - 3,740,366,403.32
Risk Based Capital Adequacy Ratio Risk Based Capital Adequacy Ratio
Total CAR 18.26% 21.01% Total CAR 18.26% 1.77% 20.03%
CET1 CAR 18.15% 20.70% CET1CAR 18.15% 1.77% 19.92%
Capital Conservation Buffer 12.15% 14.70%

*No exposure for Market Risk.
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Tier 1 BSP REPORT 2022 Adjustment 2022 Restated
Paid-in CS-Common Stock 367,739,200.00 - 367,739,200.00
Retained Earnings Free & Reserve 162,186,342.49 - 68,761.02 162,117,581.47
CURRENT YEAR INCOME 83,775,789.35 463,150.49 84,238,939.84
Other Comprehensive Income 21,751,664.90 15541.13 - 21,736,123.77
TOTAL CAPITAL 591,949,666.94 409,930.60 592,359,597.54
Less:

Deferred Tax Assets 19,925,268.59 - 3,567.59 19,921,701.00
Intangible Assets 8,342,029.14 - 8,342,029.14
Total Outstaning Unsecured Credit Accomodation- DOSRI

Defined Benefit pension fund assets 2,454,736.00 2,454,736.00
Total Tier1 561,227,633.21 413,498.19 561,641,131.40
Tier 2

RE Reserve Others -

Add: General Loan Loss 8,415,378.18 - 8,415,378.18
Total Tier 2 8,415,378.18 - 8,415,378.18
Total Qualifying Capital 569,643,011.39 413,498.19 570,056,509.58
Total Credit Risk Weigted Assets 2,092,891,631.66 220,965.34 2,093,112,597.00
Total Operational Risk Weighted Assets: 618,284,594.23 - 618,284,594.23
Total Risk Weighted Assets 2,711,176,225.89 220,965.34 2,711,397,191.23
Risk Based Capital Adequacy Ratio

Total CAR 21.01% 0.01% 21.02%
CET1 CAR 20.70% 0.01% 20.71%
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CAPITAL INSTRUMENTS

The bank capital stock as of December 31, 2023 and 2022 consist of the following:

Shares Amount
2023 2022 2023 2022

Common-P100 par value

Authorized 6,500,000.00 9,500,000.00 950,000,000.00 950,000,000.00

Issued 4,054,763 3,677,392 405,476,300.00 367,739,200.00
Issued and Outstanding 4,054,763 3677392 405,476,300.00 367,739,200.00
Preferred-P100 par value

Authorized 500,000.00 500,000.00 50,000,000.00 50,000,000.00

Issued - - - -

Issued and Outstanding - - -

Only common stock shall be entitled to voting rights. Preferred stock shall be
non-voting; but in case of sale by the government of its preferred stocks to
private shareholders, such stocks shall automatically become common stocks
with voting rights, thereby reducing the number of preferred shares.

Preferred stock shall be issued only against government investment in the
capital stock of the bank. Preferred stock so issued shall have preference over
common stock in the assets of the corporation in the event of liquidation.

Preferred stocks shall share in dividend distributions not exceeding two percent
(2%) thereof without preference. The amount of any dividends payable to any
holder of stock may be applied to the stockholders’ indebtedness to the bank.



The Computation of the Banks Credit Risk Weighted Assets is as follows

Check & Other Cash Items

AFS-Corporate (AAA Rating)

HTM-Corporate (AAA Rating)

Individuals-Agri Loans (Secured portion-AGFP)
Performing MSME-(Secured Portion-Philgurantee)
Other Loans-Secured-( Secured Portion-Philguarantee)
OFF_BLANCE SHEET: Committed Credit Line
Due from Other Banks

Performing Housing Secured by 1st Mortgage
Quilaified Loans

Due from Other Banks

Agriloans: Corporate

Loans to Private Corporations

Performing Housing not fully Secured by 1st Mortgage
Individuals-Agri Loans

Individuals- Consumptions & Other Purposes

Non Performing Loans

All Other Assets

SCR-Performing net

Non Performing Other Loans Other Than Housing
SCR-Non Performing net

ROPA Net

Total Credit Risk Weighted Assets

* No securitization exposure.

Risk Weight

50°%

75%
100%
100%
100%
100%
100%
100%
100%
100%
100%
150%
150%
150%

2023

Principal Amount

11,297,632.69
39,591,555.53
90,207,973.08
78,189,906.43
44,025,269.02
12,059,236.06
67,840,000.00
15,222,361.82
175,340,517.06
1,568,881,646.05
34,996,936.29
110,193,849.81
344,392,822.27
122,866,381.42
313,985,723.14
73,251,714.49
9,054,803.19
265,528,321.42
11,716,088.51
35,227,990.05
59,216,182.92
136,675,990.81

Risk Weighted Amount

2,259,526.54
791831111
18,041,594.62
15,637,981.29
8,805,053.80
2,411,847.21
13,568,000.00
7,611,180.91
87,670,258.53
1,176,661,234.54
34,996,936.29
110,193,849.81
344,392,822.27
122,866,381.42
313,985,723.14
73,251,714.49
9,054,803.19
265,528,321.42
11,716,088.51
52,841,985.07
88,824,274.38
205,013,986.22

2,973,251,874.74

Check & Other Cash Items

AFS-Corporate (AAA Rating)

HTM-Corporate (AAA Rating)

Individuals-Agri Loans (Secured portion-AGFP)
OFF_BLANCE SHEET: Committed Credit Line
Due from Other Banks

Performing MSME

Performing Housing Secured by 1st Mortgage
Due from Other Banks

Agriloans: Corporate

Loans to Private Corporations

Performing Housing not fully Secured by 1st Mortgage
Individuals-Agri Loans

Individuals- Consumptions & Other Purposes
Non Performing Loans

All Other Assets

SCR-Performing net

Non Performing Other Loans Other Than Housing
SCR-Non Performing net

ROPA Net

Total Credit Risk Weighted Assets

Risk Weight

100%
100%
100%
100%
100%
100%
100%
100%
100%
150%
150%
150%

2022

Principal Amount

1,959,772.99
58,764,213.85
90,207,973.08
53,466,546.04
47,200,000.00
6,408,593.97
1,269,162,968.08
139,515,292.51
22,105,695.38
122,043,139.14
327,409,346.90
137,689,004.08
241,644,152.74
75,204,318.98
7,042,613.46
175,867,022.96
32,138,932.35
25,964,204.92
44,810,411.49
58,481,568.39

Risk Weighted Amount

391,954.60
11,752,842.77
18,041,594.62
10,693,309.21

9,440,000.00
3,204,296.99
634,581,484.04
69,757,646.26
22,105,695.38
122,043,139.14
327,409,346.90
137,689,004.08
241,644,152.74
75,204,318.98
7,042,613.46
175,867,022.96
32,138,932.35
38,946,307.38
67,215,617.24
87,722,352.59

2,092,891,631.66
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The Computation of the Banks Operational Weighted Assets is as follows

2023
Nature of Item 2020 2021 2022
Al Interest Income 317,065,744.25 302,775,114.63 384,905,966.43
A2 Interest Expense 15,830,342.91 12,777,816.54 13,123,72551
A3  SubTotal (A.1 minusA.2) 301,235,401.34 289,997,298.09 371,782,240.92

B. Other Non- Interest Income
B.1  Dividend Income
B.2  Fees & Commission 15,053,290.27 17,110,366.52 24,869,666.37
B.3 Gain from held for Trading
B.4 Gain from FVOCI

B.5 Forex - 3,042.68 2487.18 8,010.15
B.6  G/L on FV Adjustment in Hedge Accounting
B.7  Other Income 4,357,602.67 3,787,579.77 4,483,555.91
B.8  SubTotal (Sum of B.1to B.7) 19,407,850.26 20,900,433.47 29,361,232.43
C. Gross Income ( Sum of A.3 and B.8) 320,643,251.60 310,897,731.56 401,143,473.35
D. Capital Charge(multiply by Capital Charge Factor of 15%) 48,096,487.74 46,634,659.73 60,171,521,00
E. Adjusted Capital Charge 125% 64,542,778.53
F. TOTAL OPERATIONAL RISK WEIGHTED ASSETS ((E mulitoply by 10) 645,427,785.32
2022
Nature of Item 2019 2020 2021
A. Net Interest Income
Al  Interest Income 335,394,804.87 317,065,744.25 302,775,114.63
A2  Interest Expense 15,951,642.48 15,830,342.91 12,777,816.54
A.3  SubTotal (A.1 minus A.2) 319,443,162.39 301,235,401.34 289,997,298.09

B. Other Non- Interest Income
B.1  Dividend Income
B.2  Fees & Commission 29,380,454.82 15,053,290.27 17,110,366.52
B3 Gain from held for Trading
B4 Gain from FYOCL

B5  Forex 4,592.08 - 3,042.68 2,487.18
B6  G/L on PV Adjustment in Hedge Accounting

B7  Other Income 8,886,158.31 4,357,602.67 3,787,579.77

B.8  Sub Total (Sum of B.1 to B.7) 38,271,205.21 19,407,850.26 20,900,433.47

. Gross Income ( Sum of A3 and B.8) 357,714,367.60 320,643,251.60 310,897,731.56

D. Capital Charge(multiply by Capital Charge Factor of 15%) 53,657,155.14 48,096,487.74 46,634,659.73

E. Adjusted Capital Charge 125% 61,828,459.42

F. TOTAL OPERATIONAL RISK WEIGHTED ASSETS ((E mulitoply by 10) 618,284,594.23




BASEL I1I LEVERAGE RATIO

BANGKO KABAYAN, INC. (A PRIVATE DEVELOPMENT BANK)
Summary Comparison of Accounting Assets vs. Leverage Ratio Exposure
Amounts in Million Pesos

Item Leverage Rattio Framework
1 Total consolideted assets as per published financial statements 4453083
2 Adjustment for investments in banking, financial, insurance or commercial entities that are consolidated for accounting purposes but outside the scope of reguiatory consolidation ¥
3 Adjustment for fiduclary assets recognized on the balance sheet pursuant to the operative accounting framework but excluded from the leverage ratio expesure measure ¥
4 Adjustments for derivative financial instruments 0.000
5 Adjustments for securities financial transactions (i.e,, repos and similar secured lending) 0.000
6 Adjustments for off-balance sheet items (i.e,, conversion to credit equivalent amounts of off-balance sheet exposures) 13568
7 Other adjustments -25.251
8 Leverage ratio exposure ¥/ 4,441.400
Item Leverage Rattio Framework
On-balance sheet exposures
1 On-balance sheet items “ 4,397.420
2 (Asset amounts deducted in determining Basel III Tier 1 Capital) -29.499
3 Total on-balance sheet exposures (excluding derivatives and SFTs) (sum of lines 1 and 2) 4,367.921
Derivative exposures
4 Replacement Cost associated with all derivatives transactions 0.000
5 Add-on amounts for Potential Future Exposure associated with all derivative transactions 0.000
6 Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant to the operative accounting framework %
7  (Deductions of receivables assets for cash variation margin provided in derivatives transactions) %/
8 (Exempted CCP leg of client-cleared trade exposures) %/
9 Adjusted effective notional amount of written credit derivatives 0.000
10 (Adjusted effective offsets and add-on deductions for written credit derivatives)
11 Total derivative exposures (sum of lines 4 to 10) 0.000
Securities financing transaction exposures
12 Gross SFT assets (with no recognition of netting) 59.911
13 (Netted amounts of cash payables and cash receivables of grass SFT assets)2/ ]
14 CCR exposures for SFT assets
15  Agent transaction exposures ¥
16  Total securities financing transaction exposures (sum of lines 12 to 15) 59,911
Other off-balance sheet exposures
17 Off-balance sheet exposure at gross notional amount 67.840
18 (Adjustments for conversion to credit equivalent amounts)
19 Off-balance sheet items 13.568
Capital and total exposures
20  Tier 1 capital 656.671
21 Total exposures (sum of lines 3, 11, 16 and 19) 4,441.400
Leverage ratio
22 Basel III leverage ratio 14.79%

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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LIQUIDITY COVERAGE RATIO

As of December 31, 2023

PART I. CALCULATION OF LIQUIDITY COVERAGE RATIO
(In Absolute Amount)

Item Weighted Amount

A. Total Stock of High-Quality Liquid Assets (After Cap) [Net of A.3 and A4] 811,742,362.60
A.1 Stock of Level 1 Assets 705,397,591.00

A.2 Stock of Level 2 Assets 106,344,771.60

A.3 Total Stock of High Quality Liquid Assets (Before Cap) [Sum of A.1 and A.2] 811,742,362.60

A4 Adiustment for 40% Cap on Level 2 Assets 0.00

B. Total Net Cash Outflows [Net of B.1 and B.2] 220,040,094.74
B.1 Total Expected Cash Outflows 406,938,892.60

B.2 Total Expected Cash Inflows Before Ceiling 186,898,797.86

B.3 Adjustment for 75% Ceiling on Cash Inflows 0.00

B.4 Total Expected Cash Inflows After Ceiling 186,898,797.86

C. LIQUIDITY COVERAGE RATIO [A/B] 368.91%
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PRODUCT PERFORMANCE

REGULAR LOANS

PORTFOLIO AND NUMBER OF ACCOUNTS

2.498B

20128

2021 2022 2023
mmm Portfolic =e—No. of Accounts

PAST DUE RATIO

Ml

' 2022
PORTFOLIO YIELD
10.98%
10.12% 10.
2021 2022 2023

*The data for 2023 reflects the impact of the merger.
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SUPERVISED LOANS

PORTFOLIO AND NUMBER OF ACCOUNTS
372M
2021 2022 2023
mmm Portfolio —#—No. of Accounts 2023
PAST DUE RATIO
2023 16.47%
2022
PORFOLIO YIELD
36.93%
32.04%
26.14%
2021
2021 2022 2023

*The data for 2023 reflects the impact of the merger.
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MICROFINANCE LOANS

2023 ANNUAL REPORT

PORTFOLIO AND NUMBER OF ACCOUNTS

2021 2022 2023
mmm Portfolic  —®—No. of Accounts

PAST DUE RATIO

2022

PORTFOLIO YIELD
54.76%

36.54%

2021

*The data for 2023 reflects the impact of the merger.
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PRIVATE
DEVELOPMENT BANK

HEAD OFFICE: Santiago Street, Poblacion, Ibaan, Batangas
TEL. NO.: (043) 311-1420 / (043) 311-1323
WEBSITE: www.bangkokabayan.com
EMAIL ADDRESS: info@bangkokabayan.com

f

Bangko Kabayan Inc. is regulated by the Bangko Sentral ng Pilipinas (BSP).
Deposits are insured by PDIC up to Php 500,000.00 per depositor.
Bangko Kabayan Consumer Help Desk: (043) 311-1420 loc 214 / (0917) 879-2508
BSP Consumer Protection and Market Conduct Office:
(02) 8708-7087 / consumeraffairs@bsp.gov.ph / webchat at www.bsp.gov.ph




PRIVATE
DEVELOPMENT BANK

Hindi basta bangko, Kabayan pa!



