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CORPORATE OBJECTIVE

PNB aims to continually provide the best customer
experience to generations of Filipinos here and abroad.

VISION

To be the most admired financial services
organization in the country in terms of:

e Financial performance - rank #1 or #2 in its
businesses in terms of return on equity

* Innovativeness - in products, services, distribution
and the use of cutting-edge technology

o Customer perception
o The preferred financial services provider

* The customer-centered organization with a
passion for service excellence

e Social responsibility - the employer of choice,
a good corporate citizen and partner in
nation-building

* Long-term vision - developing competitive
advantage on a sustained basis by anticipating
changes in customer’s preferences and in the
manner of doing business

MISSION

We are a leading, dynamic Filipino financial
services group with a global presence committed
to delivering a whole range of quality products and
services that will create value and enrich the lives
of our customers, employees, shareholders and the
communities we serve.

THE PNB BRAND

For more than a hundred years, Philippine National
Bank has established itself as a “Bangko ng Bayan”,
a stable, reliable, and service-oriented financial
institution serving generations of Filipinos anytime,
anywhere in the world. We believe in the right to
prosperity for all as we support our customers,
employees, shareholders, and communities on their
roads to success and wealth creation.

Our way of service is “malalapitan”. We are a
customer-centric organization with a passion for
financial growth, innovation, and service excellence.
We are committed to the highest standard of
professionalism and integrity. Our strength lies in our
ability to work as an integrated, cohesive entity. We
strive to become an employer of choice and a true
partner in nation-building.

In 2021, amidst health and safety concerns and
quarantine restrictions, we saw an increase in
customer preference for online banking. In line with
the Bank’s strengthened digital thrust, we accelerated
digital transformation by offering enhanced digital
banking products and services to our clients.

At PNB we live by the tagline, “Masasandalan. Kahit
kailan. Kahit saan.”

Our customer’s evolving needs propelled the

change of our brand message from You First to
Masasandalan. Masasandalan is a brand message
brought forth by a deeper understanding of customer
needs in times of uncertainties. This brand message
reinforces that PNB puts the customer at the heart

of the financial solutions we offer while embodying
our core values: service orientation (Mapaglingkod),
trustworthiness (Mapagkakatiwalaan), and
commitment (Mapagmalasakit).

PNB VALUES

Our shared values bind us together and enable us to
achieve our vision and mission.

Mapaglingkod (Service Orientation)

We are committed to deliver the best possible service
to our customers, proactively responding to their
needs and exceeding expectations as manifestation
of the value and respect that the Bank holds for every
single one of them.

Mapagkakatiwalaan (Trustworthiness)

We hold sacred the consistent adherence to a strict
moral and ethical code manifested through honesty,
professionalism, fairness, prudence, and respect for
the law.

Mapang-akma (Adaptive to Change)

We nurture within each one of us a positive attitude
towards change and innovation, promoting flexibility
and celebrating creativity as drivers of our quest for
continuous improvement and operational excellence.

Mapagkapwa (Team Orientation)

We are committed to work together as a family,
united in pursuit of common goals and aspirations,
valuing meritocracy in promoting the common good.

Mapagmalasakit (Commitment)

As stewards not only of the Bank’s business, but of
its proud name and enduring heritage, we manifest
genuine concern and affection for the Bank, its
business, and its core constituents.

Mapagmalaki (Pride)

We take pride in working with the Bank, of being a
Philnabanker, in whatever tasks we undertake. This
will be reflected in all our actions, in the passion of
how we get things done.

We Stand Together: Stronger, Better, Younger




BUSINESS MODEL AND

SCOPE OF BUSINESS

Philippine National Bank (PNB), the country’s first universal bank, is one
of the largest privately-owned Philippine commercial banks. PNB was
established by the Government of the Philippines in 1916 and became fully
privatized in 2007. As an instrument of economic development, PNB led the
industry through the years with its agricultural modernization program and
trade finance support for the country’s agricultural exports. In addition, the
Bank pioneered efforts in the Overseas Filipino Worker (OFW) remittance
business and introduced many innovations such as Bank on Wheels,
computerized banking, Automated Teller Machine (ATM) banking, mobile
money changing, domestic traveler’s checks, electronic filing and payment
system for large taxpayers, and Unit Investment Trust Fund (UITF) ATMs.
PNB has the largest number of overseas offices and one of the largest
domestic branch networks among local banks.

PNB’s principal commercial banking activities include deposit-taking,
lending, bills discounting, trade finance, foreign exchange dealings, fund
transfers, remittance servicing, a full range of retail banking and trust
services, and treasury operations. Through its subsidiaries and affiliate, the
Bank engages in full banking services in China and the United Kingdom;
banking services in Hong Kong; and a number of diversified financial and
related businesses such as remittance servicing in the United States, Canada,
and Hong Kong; investment banking; life and non-life insurance; stock
brokerage; and leasing and financing services.

The Bank provides a full range of banking and other financial services to its
customers through its Head Office, 670 domestic branches and 70 overseas
branches, representative offices, remittance centers, and subsidiaries in 17
locations in the United States, Canada, Europe, the Middle East, and Asia.
The Bank’s customers include corporations, small and medium markets,
retail customers, and various government units and agencies. PNB’s
banking activities are undertaken through the following groups within its
organization, namely:

Retail Banking Sector The core business of Retail Banking Sector (RBS)
principally focuses on the Bank’s deposit-taking activities by offering a
wide array of deposit products and services such as peso accounts and its
variants like interest-bearing savings and time deposit accounts, current
accounts, and US dollar and other third-foreign currency accounts. The
Sector also provides its broad customer base with other retail products

like credit cards, consumer loans, remittance services, and other bank
services. While the main purpose is the generation of lower cost funding for
the Bank’s operations, RBS also concentrates on the cross-selling of trust
products, treasury products, and bancassurance products (both life and non-
life) to existing customers as well as referrals of customers by transforming
its domestic and overseas branch distribution channels into a sales-focused
organization.

Cards Banking Solutions Group The Cards Banking Solutions Group (CBSG)
under RBS provides convenient, safe, and secure cashless payment solutions
in the form of card products. It likewise extends installment loans that cater
to the Bank’s diverse retail and corporate clients with varying payment
needs. CBSG is also responsible in forging new partnerships, onboarding
additional merchants and strengthening its relationship for in-store and
online promotions as well as installment programs to ensure that the
customers get the best experience in using PNB cards.

Retail Lending Group The Retail Lending Group (RLG) was established in
mid-2019 under the umbrella of RBS. It serves as the Bank’s full consumer
lending arm following the full integration of its wholly-owned thrift bank
subsidiary, PNB Savings Bank, into the Parent Bank in March 2020. RLG is

at the forefront of providing housing loans, home flexi-loans, and auto/car
loans to the retail clients of the Bank through its extensive domestic branch
network. In addition, the group extends consumer financing solutions to the
buyers of its accredited car dealers and real estate developers in the country.

International Banking and Remittance Group The International Banking
and Remittance Group (IBRG) covers the Bank’s overseas offices across
Asia, Middle East, North America, and Europe. As part of RBS, the Group
ensures that overseas Filipinos are provided with an array of services to suit
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their needs - from convenient and safe remittance to full banking services

in selected jurisdictions, bills payment, deposit account opening, corporate
credit and trade, and consumer financing with the Own a Philippine Home
Loan (OPHL), which makes it easier even for non-Filipinos to acquire their
dream homes in the Philippines. IBRG is also responsible for establishing and
strengthening partnerships with remittance agents and tie-ups to further
extend the Bank’s market reach beyond its brick and mortar presence
worldwide.

Institutional Banking Sector The Institutional Banking Sector (IBS) is
responsible for the establishment, expansion, and overall management of
banking relationships with large corporate clients and government entities
under its Corporate Banking Group (CBG) as well as middle market and SME
customers through its Commercial Banking Group (COMBG). IBS is also
complemented by the Institutional Transaction Banking Group (ITBG) which
assists the Sector in capturing the entire value chains of the Bank’s anchor
clients by offering a comprehensive network of tailor-fit, end-to-end financial
solutions. Through ITBG, clients are provided with cash management,
innovative solutions, credit programs, and trade products.

In 2020, IBS repositioned its Deal Execution Team (DET) as the Structuring
and Execution Division (SED) as the Sector’s priorities shifted from deal-
making to remedial management amidst the impact of the COVID-19
pandemic. SED’s primary objectives are to triage COVID-impacted accounts,
assist on accounts that require more intensive workouts and cashflow
analysis, and serve as specialists for new regulations.

Global Banking and Markets Sector The Global Banking and Markets Sector
(GBMS) oversees the management of the Bank’s liquidity and regulatory
reserves as well as the risk positions on interest rates and foreign exchange
arising from the daily inherent operations in deposit-taking and lending, and
from proprietary trading. Likewise, GBMS provides a wide range of banking
products and services to corporates, governments, financial institutions, and
high-net-worth individuals. Its functions also include carrying forward the
Bank’s wealth management proposition, providing corporate and middle
market clients with access to the financial markets, and building partnerships
with multinationals, financial institutions, and non-bank financial institutions
by offering them banking solutions to address their needs and help attain
their objectives.

Trust Banking Group The Trust Banking Group (TBG) provides a full range
of Trust, Agency, and Fiduciary products and services designed to serve

a broad spectrum of market segments. Its personal trust products and
services include personal management trust, investment management,
estate planning, guardianship, life insurance trust, and escrow. Corporate
trust services and products include corporate trusteeship, securitization,
portfolio management, administration of employee benefit plans, pension
and retirement plans, and trust indenture services. Other fiduciary services
include roles such as bond registrar, collecting and paying agent, loan facility
agent, escrow agent, share transfer agent, and receiving bank. TBG manages
thirteen Philippine Peso- and US dollar-denominated Unit Investment Trust
Funds (UITFs). These include money market funds, bond funds, balanced
funds, local equity funds, and global equity feeder funds.

Digital Innovations Group The Digital Innovations Group is tasked to drive
the consumer digital strategy of PNB, working with business lines and
subsidiaries, support groups and Information Technology Group (ITG) to
provide innovative digital experiences and products for retail consumers.
The group provides end-to-end digital business and product development,
covering market scoping and assessment, ideation of business models,
customer experience definition, and coordination with marketing and
business groups to promote the acquisition of digital customers and usage
of digital products. It is likewise tasked to execute, deliver and implement
digital products and solutions, and to manage and provide support to the
Bank’s mobile, internet banking and other digital platforms, in coordination
with PNB ITG and external solutions providers.

FINANCIAL HIGHLIGHTS

(In Thousands except Selected Ratios, Per
Common Share Data and Headcount)

Consolidated

Parent Entity

Profitability
Net Interest Income P34,844,827 735,820,463 P34,003,443 P34,649,027
Non-Interest Income 42,151,612 9,487,547 40,072,203 8,795,932
Non-Interest Expenses 26,146,831 27,876,972 24,653,586 25,896,213
Pre-Provision Profit 50,849,608 17,431,038 49,422,060 17,548,746
Provision for Credit and Impairment Losses 12,879,011 16,882,621 13,125,737 16,534,335
Income Tax Provision (Benefit) 5,545,194 (1,866,402) 5,012,561 (1,945,521)
Income from Continuing Operations 32,425,403 2,414,819 31,283,762 2,959,932
Income (Loss) from Discontinued Operations (735,365) 210,669 - -
Net Income 31,690,038 2,625,488 31,283,762 2,959,932
Selected Balance Sheet Data
Liquid Assets £350,539,927 P383,713,521 £340,589,199 P373,565,148
Gross Loans 630,542,277 616,060,917 615,763,913 601,386,109
Total Assets 1,190,784,662 1,231,133,799 1,188,010,652 1,220,201,677
Deposits 894,924,309 890,287,889 899,525,195 893,548,044
Total Equity 161,222,956 155,983,008 158,292,702 153,244,982
Selected Ratios
Return on Equity 19.98% 1.69% 20.08% 1.94%
Return on Assets 2.62% 0.22% 2.60% 0.26%
Common Equity Tier 1 Ratio / Total Tier 1 Ratio 12.96% 14.47% 11.01% 12.77%
Capital Adequacy Ratio 13.66% 15.14% 11.70% 13.44%
Per Common Share Data:
Earnings Per Share:
Basic P20.73 P1.71 £20.73 P1.71
Diluted 20.73 1.71 20.73 1.71
Book Value 103.56 100.13 103.75 100.44
Others
Cash dividends declared - o
Headcount
Officers 4,644 4,691
Staff 4,012 4,380
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MESSAGE FROM
THE CHAIRMAN TO
SHAREHOLDERS

GRI 102-14, 102-15

activities; private general hospital activities; retail selling
in supermarkets; and manufacturing of food products
with undisrupted supply chain, among others.

2021 also saw an increase in customer preference
for online banking amidst today’s health and safety
concerns. Clients preferred services that allowed them
to safely bank anytime, anywhere.

To be able to better serve customers, PNB launched its
web-based online account opening platformin June 2021.
With the launch of this online service, customers can go
to the PNB website, submit the needed identification
and information, and allow PNB Branch staff to facilitate
the know-your-customer (KYC) process through video-
conferencing. The Bank also re-launched the PNB Digital
App during the first half of 2021 with better features and
enhanced online security.

While focusing on initiatives to drive business and
profitability amidst the pandemic, we continued
to recognize the importance of strong corporate
governance in sustaining the business for the long term.

Our efforts in corporate governance were highlighted by
the Institute of Corporate Directors (ICD) when we were
given a four-golden arrow for the assessment of the
ASEAN Corporate Governance Scorecard (ACGS). The
recognition was given to PNB as it continued to raise
the bar of good governance and protect the interest of
its stakeholders to achieve long-term and sustainable
growth.

In closing, | wish to thank all our Directors and Advisors
for guiding the Bank during these challenging times.
On behalf of the Board of Directors, | would also like
to thank our customers and business partners for their
unwavering trust and loyalty. | also sincerely thank all
Philnabankers for putting the needs of our customers
first.

(Original Signed)
FEDERICO C. PASCUAL
Chairman/Independent Director

We Stand Together: Stronger, Better, Younger




MESSAGE FROM THE
PRESIDENT AND CEO
TO SHAREHOLDERS

transactions, we continued to deploy our Bank On
Wheels - a vehicle built to be a roving ATM - to allow
customers to withdraw cash, pay bills, and transfer
funds. In 2021, the Bank On Wheels was able to serve
1,700 sites and communities.

In the credit card business, we launched the PNB Cart
Mastercard, a virtual credit card made specifically
for online transactions. With this new product, credit
card credentials will be in digital form and a physical
plastic card will no longer be issued as card details are
emailed to the cardholder via a password-protected
PDF file. Virtual cards are exclusively used for online
purchases where credit card information can be keyed-
in. To keep the cards relevant to customers during
the pandemic, PNB partnered with merchants that
are essential to cardholders such as food delivery,
groceries, and shopping platforms. PNB also offered
credit card services on the PNB Digital App for on-
boarding, viewing of balances, bills payment, and
access to electronic Statement of Account (eSOA).

Through  our Institutional Banking business,
PNB partnered with Adobe Sign to digitize loan
implementation and transaction documents. With
the partnership, PNB will make it safer and easier for
customers to do transactions anytime, anywhere.

Furthermore, PNB offered two global feeder funds -
the World Perspectives Equity Feeder Fund and the
US Equity Sustainability Feeder Fund - which allow
Filipino investors to diversify their investments to
include US and other globally-traded shares of stocks.
These funds are for Filipino investors who are looking
to achieve long-term capital growth by investing at
least 90% of their assets in a target fund.

Through our investment banking arm, PNB Capital and
Investment Corporation, we continued to build the
businesses by arranging and facilitating several IPOs,
follow-on offerings, and other deals. Among others,
some of the projects that PNB Capital worked on
were the REIT offerings of DoubleDragon Properties
Corporation and Robinsons Land Corporation - these
issuances are proof that despite the challenges, the
Philippine capital market continues to thrive.

Moving forward, we will continue to serve our
customers and work together with the national
government with the goal of supporting the Philippine
economy on the road to recovery.

On behalf of the Senior Management Team of PNB, |
thank our beloved Kapitan, Dr. Lucio Tan, and his family
for their guidance, our shareholders for their support,
our customers for their continued partnership, and
our employees for their dedication to PNB.

Maraming salamat.

(Original Signed)
JOSE ARNULFO A. VELOSO
President and CEO

We Stand Together: Stronger, Better, Younger
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BRANCH BANKING

The Branch Banking Group (BBG) of the
Retail Banking Sector (RBS) adapted to the
challenging times as PNB continued serving
the needs of its customers and the banking
public.

In 2021, BBG continued its strategy and
focused on profitability, customer experience,
and transformation. To help customers
better achieve their financial objectives, the
Bank offered other product options at the
branches aside from traditional deposits.
These included bancassurance, investment
products, unit investment trust funds (UITFs),
loans, and credit cards, among others. The
focus in meeting customer needs translated
into solid business results with deposits
growing 11% year-on-year.

In line with the Bank’s emphasis on digital
banking, BBG launched the online account
opening service. While many branches
remained open, BBG encouraged clients to
shift to this digital platform for safer and
easier account opening. Through the PNB
website, those opening new accounts are
able to submit the required documents and
information and allow the PNB Branch of
Account to pursue the know-your-customer
(KYC) process via videoconferencing. As of
end-2021, the group has opened over 50,000
new accounts.

The BBG streamlined its processes by
implementing the Digitization of Customer
Records project mandated by the Anti-
Money Laundering Council. By the end of the
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year, the group had an achievement rate of
98.98% for CASA documents and 100% for
UITF documents.

In 2021, BBG carried out a branch network
rationalization plan in line with the Bank’s
goal to be adaptive and sustainable. PNB
ended 2021 with a domestic branch network
of 670. To improve the footprint of the Bank,
we opened one (1) branch-lite unit in Silang,
Cavite and implemented eight (8) relocation
projects during the year.

PNB’s ATM and Cash Accept Machine (CAM)
network, on the other hand, stood at 1,731 by
year-end. To enable Filipinos to conveniently
conduct transactions anytime and anywhere,
Bank On Wheels (BOW) were deployed in
select areas where accessibility to cash is
limited. The BOW allows our customers and
the banking public to withdraw cash, pay
bills, and transfer funds. In 2021, the BOW
was able to serve 1,700 communities.

For 2022, BBG will accelerate transformation
and customer experience by offering
enhanced banking products and services
across all customer touchpoints.

CARDS BANKING
SOLUTIONS

The Cards Banking Solutions Group (CBSG)
sustained its earnings in 2021 despite the
implementation of a government-imposed
cap on credit card interest rates aimed at
providing financial flexibility to consumers in
consideration of the lingering pandemic.

The CBSG was able to achieve an increase in
its billings by 14% from Php32.1 billion in 2020
to Php36.6 billion in 2021. Its receivables
likewise increased by 5% from Phpl12.5 billion
in 2020 to Phpl3.2 billion in 2021. Billings
and receivables expanded as the card base
grew from 470K to 494K despite challenges
in acquisition due to restricted consumer
activities brought about by imposed
quarantines.

The growth in new customers is a result
of several initiatives executed during the
pandemic as the CBSG focused on business
continuity and improving cardholder
satisfaction.

As the online business expanded as a result of
the lockdowns, CBSG launched the PNB Cart
Mastercard which is a virtual credit card with
zero annual fees for life. This new card allows
the cardholders to immediately transact
online while waiting for their physical cards.
The new product was launched to capture
customers and to tap the emerging market
of online savvy shoppers looking for a secure
credit card exclusively for online transactions.

The Bank also launched a co-branded card
with La Salle Green Hills Alumni Association
(LSGHAA) for the La Sallian community.

Payments going through the Bank via credit
cards have grown as more Filipinos went
online to buy and sell products and services.
In consideration of the ongoing and changing
community restrictions, CBSG launched and
implemented several campaigns that focused
on internet purchases. Partnerships were
forged with online selling platforms such as
GrabFood, GrabMart, Lazada, and Shopee, to
name a few. A Zero Percent (0%) Transaction
Conversion program was also offered to
cardholders with qualified online transaction
to allow them to purchase high-ticket items
online and convert it to installment for more
payment flexibility. To further boost the growth
of card billings, telemarketing activities were
intensified to engage cardholders to avail
of the different installment programs like
Convert-to-Cash, Balance Conversion, and
Balance Transfer to support their cash needs.

To further make it easier and safer for bank
customers to transact with PNB, credit card
functionalities were migrated to the new
PNB Digital App. A new functionality was
also introduced wherein cardholders are
able to view and download their electronic
Statement of Account (eSOA). CBSG also
continued to implement mass migration to
eSOA which led to a penetration rate of 86%.
Fees and charges were also updated with the
aim of being competitive in the industry as
well as to increase revenues.

For the year 2022, CBSG is committed
to further grow its business through the
introduction of more products and services
and the execution of new initiatives that
will capture the evolving and expanding
consumer market.

14%

Increase in
billings

—T
494K

Total card base
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OPERATIONAL
HIGHLIGHTS

PNB’s extensive overseas network remains
the largest among Philippine banks with 70
overseas offices and 107 overseas agents and
tie-up partners operated by the International
Banking and Remittance Group (IBRG)
across Asia, Europe, Middle East and North
America. Even at the height of the pandemic,
the Bank’s overseas offices continued to
provide overseas Filipinos access to a wide
array of banking services such as remittances,
overseas bills payment, deposits, corporate
credit and trade, and consumer financing
facility with the Own a Philippine Home Loan
(OPHL).

In 2021, IBRG focused on growing OPHL
through various initiatives and promotional
activities. Partnerships  with licensed
overseas real estate marketing and brokerage
companies such as US-based real estate
giant, Alexander Anderson Real Estate
Group, expanded the overseas branches’
geographical reach. This initiative includes
a referrer incentive program which widened
the retail distribution network by tapping
overseas Filipinos and foreigners as individual
referrers.

Likewise, digitalization efforts were intensified
to improve remittance services. In October
2021, IBRG launched the PNB Singapore
Mobile App, the Bank’s first remittance app
overseas allowing users to send money 24/7
using their mobile devices. Remittances are
received real-time through the beneficiary’s
PNB account, other Philippine-based bank
accounts, e-money issuers, or cash pick-
up in over 7,000 payout partner locations
nationwide. To encourage customers to use
the new app, the group launched a year-long
campaign, the Panalong Padala Promo where
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INTERNATIONAL BANKING AND REMITTANCE

users earn raffle entries per transaction for a
chance to win up to Php500,000 in the grand
draw.

Meanwhile, PNB New York’'s Phone Remit
service went live with an initial run in
December 2021. Set to officially launch in
early 2022, the service will enable residents of
all US states to remit to their Philippine-based
beneficiaries with just a phone call. Customers
can fund transactions conveniently from
their US bank accounts. Meanwhile, at PNB
Japan, an online appointment system was
implemented to improve client servicing and
lobby management.

Overseas branches also remained active in
their communities through various initiatives,
such as PNB Guam’s stronger collaboration
with its partner agents, PNB Middle East’s
engagement in real estate developer road
shows in Dubai and Qatar, PNB Los Angeles’
outreach programs with the Philippine
Consulate and SSS, PNB Hong Kong’s strong
advocacy for financial literacy which saw its
general manager getting recognized in the
2021 Financial Education Leadership Awards
organized by the Institute of Financial
Planners of Hong Kong, and PNB Singapore’s
significant contributions in advancing the
cause of overseas Filipino communities with
its general manager bringing honors as a
recipient of the 2027 Presidential Banaag
Award.

IBRG is working on another key initiative
in 2022 aimed at strengthening customer
relationships through linked touchpoints to
other groups within the Bank.

RETAIL LENDING

The COVID-19 pandemic impacted many
of PNB’s clients as the lockdowns slowed
down many industry sectors and the overall
economy. Consequently, this impacted their
repayment capability and to a large extent,
their appetite to make capital acquisitions
resulting in weaker demand for consumer
loans.

To kick up demand for loans amidst the
bleak economic condition, the Retail Lending
Group (RLG) launched an interest-rate promo
for housing loans to encourage consumers
to pursue their plans to buy or upgrade their
homes, especially since the current pandemic
situation necessitated a work-from-home set
up where additional space is desired. This
initiative is complemented by prudent lending
guidelines to ensure that credit quality of
assets is maintained.

RLG, likewise, collaborated with PNB’s
Institutional Transaction Banking Group in
developing the Corporate Employee Loan
Program, a viable product offered to the
Bank’s corporate clients.

For the existing clients of the Bank whose
income source was affected, the group
extended assistance by rescheduling their
amortization payments to fit their current
repayment capacity.

In line with the Bank’s strengthened digital
thrust, RLG launched the Online Auto Loan
Onboarding in 2021. The platform allowed
prospective clients interested in car loan
to apply and submit scanned copies of
requirements through the PNB website. The
Bank also made available the e-Amortization
Schedule to its clients to limit the need
to physically go to the branch for this
requirement.

RLG is working on the development of the
Loan Evaluation and Decision System, as
well as the Online Housing Loan Onboarding.
Both digital initiatives are expected to quickly
improve the service delivery of the Bank and,
ultimately, enhance customer experience.

GLOBAL BANKING AND
MARKETS SECTOR

Global Markets Group

Global Markets Group’s (GMG) four (4)
divisions—Asset Liability Management,
Sales, Trading, and Business Support—
continued to offer diversified banking
solutions to meet the needs of its customers
as it manages risk and optimizes the bank’s
balance sheet.

Grounded in financial markets and
supported by a robust internal control
framework, the GMG lent its expertise and
in-depth market knowledge to guide its
customers through the turbulence of 2021.
GMG provided customers with the technical
and operational support while managing its
own risks to deliver results for the Bank.

The Global Markets Sales Division grew
ahead of the economy in 2021. Sales
volumes reached higher than pre-pandemic
levels despite the continued imposition
of community quarantine. The division
widened its client base and provided clients
with market insights to empower them to
navigate through the uncertainties towards
recovery. On top of this, PNB’s Fixed Income
Brokerage was awarded as one of the Top
Brokering Participant by the PDS Group.

We Stand Together: Stronger, Better, Younger




OPERATIONAL
HIGHLIGHTS

The Asset Liability Management Division
ensured that the daily operating funding
requirements of the Bank and the regulatory
liquidity ratios were met. Collaborating with
other units, the division maintained robust
liquidity and funding across currencies, as
PNB navigated the market uncertainties
throughout the year. The division actively
managed its portfolio consisting of stable
investments that balance risk and return.

The Trading Division, through calculated risk-
taking and collaboration, played an activerole
in the market by providing market liquidity
to its clients and other market participants.
A key market player, PNB leads specifically in
fixed income and foreign exchange markets.
Both desks ranked among the top dealers in
the industry.

As a key partner for nation-building, PNB
was awarded by the Bureau of the Treasury
as one of the Top Government Securities
Eligible Dealers for 2022, a testament to how
Global Markets Group supported nation-
building through its activity in the Philippine
fixed income market in 2021.

For 2022, the Global Markets Group will
continue to transform by providing a wider
range of personalized services through
its digital and traditional channels. The
group will continue to support clients in
their journey, giving them the guidance
and confidence needed to achieve their
financial goals.
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Wealth Management

Wealth Management Group ((WMG) is
the Bank’s investment distribution group
that caters to individuals (high-net-worth
and retail) and corporations that are non-
financial institutions. The group helps clients
plan for their financial future by developing
a diversified investment portfolio based
on their financial condition, risk tolerance,
and knowledge of financial markets and
products. The group works closely with
other Bank units and subsidiaries in offering
investment products including fixed income
securities, mutual funds, unit investment
trust funds (UITFs), single pay insurance, and
other investment vehicles.

The outbreak of COVID-19 forced the market
and its participants to shift to digital, enabling
trading and capital markets activities to
reach historical highs even amidst the
pandemic. WMG swiftly adapted and was at
the forefront in working with the Philippine
Depository and Trust Corporation (PDTC),
Securities and Exchange Commission (SEC),
and product partners to ensure that client-
servicing was not disrupted even at the height
of the enhanced community quarantine.
With these initiatives, the group’s Asset
Under Management and distribution volume
registered a healthy growth year on year. But
focus has always been on client needs as the
group constantly engaged clients for market
briefings and portfolio updates and held
teach-ins with PNB branches through official

virtual platforms. Collaboration with PNB
Research was also done for the economic
briefings and coffee talks with clients and
branches.

Financial Institutions Division

The Financial Institutions Division (FID)
focuses on managing the correspondent
banking relationships with foreign and local
banks, bank-affiliated leasing companies,
financing companies, top cooperatives,
savings and loan associations, and top
insurance companies. Its business objectives
include capturing funding requirements
while effectively managing credit risk,
deposits, and remittances; generating fee-
based and other income from the Bank’s cash
management products and trade services;
providing customized financial solutions to
clients; servicing the business requirements
such as collections and government
payments; and ensuring the availability of
alternative funding sources for PNB through
trade advance facilities of foreign banks and
multilateral or government funding sources.

The division employed a proactive approach
in managing risk amidst the pandemic, with
focus on addressing the clients’ requirements
in view of the change in market trends. In
spite of limitations borne by the challenging
environment, Financial Institutions Division
managed to protect asset size and quality
and achieve fee-based targets.

With a resilient and innovative mindset,
Financial Institutions Division will continue
to extend financial services to its clients in
2022 through credit, customized collection
and disbursement solutions, and trade
services.

Multinationals Division

Established in late 2019, the Multinationals
Division serves the transaction banking
requirements of multinational companies
(MNCs), specifically business process
offshoring (BPO) firms and companies in the
special economic zones.

For2022,tappingthe BPOandMNCindustries
remains to be the main strategy. The division
has been collaborating with other product

owners of the Bank to create a needs-
based corporate client suite. Apart from
offering payroll and other cash management
solutions, the solutions portfolio shall include
products and services of the Bank’s entire
network, as well as employee personal credit
cards. Multinationals will continue to bring in
new-to-bank clients that would provide fresh
revenues for the Bank, deepen the existing
relationships, and increase the wallet-share
with existing clients through active cross-
selling of cash management solutions and
other PNB products and services.

INSTITUTIONAL BANKING

When the pandemic first hit in 2020, the
Institutional Banking Sector (IBS) quickly
shifted from asset growth to credit-
intensive portfolio management with the
intent to hand-hold severely impacted
client relationships and navigate a highly
uncertain economic environment. The sector
calibrated a framework that guided IBS in
aiding borrowers heavily affected by the
downturn and identified relationships in
resilient industries where the sector could
expand existing business.

In 2021, the sector capitalized on highly-
resilient local corporates to safeguard
the Bank’s portfolio. Despite a drastically
altered landscape, the Corporate Banking
and Commercial Banking Groups provided
much-needed financing to priority industries
such as utilities, infrastructure, power,
telecommunication, and wholesale and retail
trade. IBS continued to strengthen its track
record, swiftly adapting to change during
these unprecedented times.

Much of IBS’ resilience stems from the
strengths of its teams. The Structuring and
Execution Division (SED) was positioned as
a triage for COVID-impacted commercial
accounts and a vital source of industry
information. By staying abreast with new
policy changes in the industry, the sector was
able to immediately pivot lending strategies.

We Stand Together: Stronger, Better, Younger
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In addition to SED, the Institutional
Transaction Banking Group (ITBG) continued
to provide new and enhanced products and
solutions, strongly driven to attain sustained
growth in deposits and fee-based income
through cash management, innovative
solutions, trade, and credit programs.

2021 also marked the beginning of the
Bank’s active roll-out of the Environmental,
Social, and Governance (ESG) framework
through two roundtable discussions for
clients that were successfully hosted by
the sector. While the implementation of the
Bank’s Sustainable Financing Framework is
still currently underway, more than half of
the sector’s portfolio have been identified
as borrowers belonging to low-risk ESG
industries.

Overall, 2021 was a testament to IBS’
propensity to power through adversity as
the sector remains nimble and agile to the
changing times. A prime example of this is the
successful implementation of Adobe Sign,
an electronic signature platform powered by
Adobe that enables Bank personnel to easily
send, sign, track and manage electronic
documents and signatures via an internet
browser or mobile device. PNB is the first
local bank to use Adobe Sign as an electronic
signature platform. As the world transitions
to a “low-touch” economy where physical
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interactions are minimized, IBS remains
committed to keep pace with the thriving
landscape - digital or otherwise.

Though external circumstances are
unpredictable, IBS remains flexible in
capitalizing on both existing and untapped
markets. True to being a partner for nation-
building, IBS is set to carry on innovating
products and services relevant to the needs
of an evolving portfolio of relationships.

DIGITAL INNOVATIONS

The Digital Innovations Group (DIG) launched
a new and improved mobile banking platform
in February 2021. The PNB Digital App offers
convenient and secure deposit account and
credit card services such as account balance
and transactions inquiry, real-time fund
transfer within PNB and to other banks and
financial wallets, and bills payment to more
than 150 utility companies and institutions.
Featuring an easy-to-use, intuitive user
experience that allows clients to customize
the interface to their preference, the app
also provides improved security through
biometrics login using Face ID or Touch ID,
ease of payments using QR Codes, and a
secure PNB Digital Key that allows verification
of login and fund transfer transactions.

Complementing the PNB Digital App as an
online service channel was the repurposed
PNB Internet Banking portal, which focuses
on specialized services for Credit Card
Application, UITF suitability assessment,
placement, and redemption. Other features
available on Internet Banking include Time
Deposit Viewing and Checkbook Order.

The group also initiated digital product
experiences beyond the mobile and internet
banking platforms. This included initial
planning and design for customer servicing
solutions like Video Banking and Chatbot, and
a Customer Relationship Management (CRM)
platform to optimize the Bank’s marketing
strategies.

In collaboration with Marketing Analytics
and Services, DIG also embarked on digital
campaigns and programs to promote the
awareness and adoption of the new digital
app, both to existing bank clients and
prospective new-to-bank customers. The
goal was to onboard digital users to avail
of the benefits of the new platform, and to
sustain the engagement and online activity of
these digital clients.

The initial campaign introduced the new
app, showcasing the interface and features.
Following the preview of the new app and
decommissioning of the old app, the campaign
made a call to action for users to switch to the
new app. Furthermore, a digital awareness
campaign on Facebook and YouTube
was launched featuring the Bank’s former
endorsers, Dingdong Dantes and Marian
Rivera. This campaign was supplemented by
a follow-through campaign called the “Life
Hack Series”, featuring tips on how to make
digital banking easier as well as the Monthly
Task Promo from October to December 2021.

In addition, all external campaigns were
supplemented by internal communications to
engage all PNB stakeholders.

With a state-of-the-art product launched,
along with the sustained digital campaigns,
the group achieved most of its key goals
as measured by customer on-boarding,
transaction usage, and fee income derived
from digital transactions. DIG saw an 8%
growth year-on-year in total digital banking
users, with 73% of these users actively using

the platform. This in turn resulted to a 76%
year-on-year increase in digital transactions,
with the group exceeding its financial
transactions target by 33%. In terms of fee
income, the group exceeded their target by
23%, with InstaPay as the top transaction fee
contributor.

The group rose to the challenge of delivering
on its digital mandate amidst the pandemic
by leveraging on the Bank’s technology
infrastructure that supported a work-from-
home model. Product development and
marketing efforts were planned, designed,
and executed through remote collaboration
with internal stakeholders and third-party
providers.

For2022,DIG aims to further develop the retail
digital offerings of the Bank by expanding
the mobile app services to cover investments,
credit cards, digital account opening, and
more robust payment services. The group will
likewise build inroads to Lifestyle Banking,
where the digital banking experience
will expand to integrate eCommerce and
marketplace interactions.

We Stand Together: Stronger, Better, Younger
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TRUST BANKING

The PNB Trust Banking Group (TBG)
continues to offer its clients a full range of
products and services. The group ended
the year 2021 with Php143.33 billion in total
Assets Under Management (AUM) while
sustaining its gross revenues at Php319
million.

In 2021, the group launched two new global
feeder funds to meet the growing investment
sophistication of customers and allow
investors to venture globally and diversify
theirinvestmentsinthe US and other globally-
traded shares of stocks. The PNB Global
Growth Equity Feeder Fund lets investors
access high-quality global companies while
the PNB US Equity Sustainability Leaders
Feeder Fund allows clients to invest in US
companies with superior Environmental,
Social, and (Corporate) Governance (ESG)
characteristics. PNB has partnered with
Franklin Templeton, a global leader in asset
management with over seven decades of
experience and over US$1.5 trillion in AUM.

Moreover, the group implemented significant
changes in the funds’ product features and
investment strategy. The goal was to improve
its competitive position vis-a-vis funds of
peer banks, make the funds more attractive
to the investing public, and provide its clients
with better returns on investments.

In support of the Bangko Sentral ng
Pilipinas’ (BSP) bid to grow the Personal
Equity Retirement Account (PERA), the
group launched the PNB PERA Bond
Fund. Established via Republic Act 9505
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(PERA Act of 2008), PERA is a voluntary
retirement program that allows investors to
accumulate additional funds for retirement.
It supplements the national government’s
pension programs like the GSIS or SSS as
well as the retirement programs of private
companies. One of its main advantages
is its generous tax incentives, such as a
5% tax credit on annual contributions and
exemption from investment income taxes.

The group likewise played a significant role
in various Initial Public Offerings (IPOs)
and Stock Rights Offerings (SROs) in 2021.
Known for its fiduciary services expertise,
the group was appointed as a transfer agent,
receiving agent, and escrow agent of DD
Meridian Park REIT, Cirtek Holdings Inc.,
Allday Marts Inc., Medilines Distributors Inc.,
and Solar Philippines Nueva Ecija Corp.

The Certified UITF Sales Personnel (CUSP)
training program was rolled out to all branch
sales personnel in compliance with BSP
Circular 1018. The CUSP was implemented
by the BSP to enhance consumer protection
and to improve the quality of sales and
marketing practices of the UITF marketing
personnel.

As part of its operational improvement and
enhanced customer service, TBG replaced
it printed client statements with electronic
statement (e-statement). Apart from being
environment-friendly, this move also allows
clients to receive their e-statements on time.
Phase 1 of the e-statement implementation
began in early January 2022.

TBG manages a total of 11 local and two
global Unit Investment Trust Funds (UITF)
to address the investment requirements of
various clients -- from the ultra-conservative
investors to the more aggressive clients
who are willing to take bigger risks. This
includes the PNB Phil-Index Tracker Fund
and the PNB High Dividend, which were
consistently among the top funds in terms
of Return on Investments (ROI). These funds
are managed by a team of professional fund
managers who have a wealth of training and
experience under their belts.

As one of the pioneers in the trust banking
business, PNB has a wide client base of
retail, corporate and institutional clients who
benefit from its wide array of trust banking
products and services, large distribution
network, professional expertise, and sound
investment strategies. Moving into 2022,
TBG intends to continue to be one of the
strongest trust entities in the industry on
fiduciary services such as Escrow, Transfer
Agency, and Special Purpose Trust.

The COVID-19 Command Center was established in 2020 to operationalize a safe and effective
environment to conduct the Bank’s business amidst the pandemic. In 2021, the Command
Center has played a central coordinating role in utilizing the Bank’s resources to support
employees and clients. The center’s key initiatives were as follows:

CUSTOMER MANAGEMENT

Through various communication channels,
PNB provided daily updates on the operating
schedule of the branches. Closer monitoring
of ATM operations was reinforced to
ensure that clients’ access to cash was not
disrupted. Moreover, the Bank On Wheels
(BOW) was deployed in select areas where
access to cash was limited.

HUMAN RESOURCE MANAGEMENT

In collaboration with the Lucio Tan Group
(LTG), PNB operationalized the Vaccination
Program for its employees, third-party
personnel, and other members of the LTG.
The team completed 28 vaccination runs
for all employees and household members.
Thirty-four percent (34%) or 2,950 PNB
employees were vaccinated through the
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PNB-LTG Vaccination Program, while
others received their vaccination from their
respective local government units (LGUSs).
Employees were allowed to take the day off
for their primary and booster vaccinations.

PNB, through its Human Resource Group
(HRG), offered a special loan for COVID-19
vaccinestoemployees who ordered vaccines
for their family and household members. A
webinar was held and weekly key visuals
on virus prevention and vaccination
were disseminated via the internal email
network. Flu managers were designated
across various business groups to conduct
the continuous monitoring and reporting
of COVID-19-related health conditions of
and updates from employees. Daily health
screening was regularly conducted for
employees reporting onsite. Work areas
were regularly sanitized to ensure a safe
environment for employees.

In  partnership with ValuCare, PNB’s
healthcare provider, employees had
24/7 access to medical professionals for
consultations for both physical and mental
health concerns. Employees and their
dependents could freely teleconsult with
accredited ValuCare primary care doctors,
psychologists and/or psychiatrists.

HRG also maintained mental health support
for employees through the internal mental
health hotline manned by a certified
psychosocial support facilitator as well as
its COVID-19 Assistance Hotline intended
to monitor and reach out to employees to
address and alleviate their concerns and
anxieties. In 2021, HRG delivered 90 mental
health-related webinars attended by 2,230
employees. A mental health webinar for
the senior leaders of the organization was
also conducted to help them adapt their
management styles to the needs of the
employees during the pandemic.

To continually foster a super-learning
culture, HRG launched Linkedln Learning
in July 2021 and made “on-demand”
and “in-demand” courses available to
employees, along with live instructor-led
trainings that were regularly conducted.
The Bank continues to support hybrid work
arrangements to protect employees from
the threats of COVID-19.
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CORPORATE SECURITY

The Corporate Security Group (CSG)
continued its anti-COVID battle plan
which is a methodical response for various
community quarantine scenarios. This
strategy included situational reporting,
response teams deployed in PNB offices,
intelligence tracker teams that facilitate
data gathering and coordinate with law
enforcement agencies, and schemes to
ensure business continuity. Moreover, CSG
has its own disease surveillance and case
management investigation of COVID-19
cases. This initiative was operationalized
during the start of the pandemic in 2020
and dedicated to the early detection and
identification of COVID-19 confirmed cases
(including close contacts of employees),
resulting to appropriate and timely response
of the Bank’s COVID-19 Command Center.
CSG also held online security awareness
training programs for security personnel
and employees. This initiative not only
generated cost-savings but also widened
the reach of the information campaign to a
greater number of virtual audiences.

INFORMATION TECHNOLOGY
MANAGEMENT

To continuously operate and keep an open
line of communication, the Information
Technology Group (ITG), provided 24/7
support for critical users on remote access.
Proper configuration and security updates
were likewise enforced for work-from-home
(WFH) arrangements.

With telecommuting as the new normal,
the Bank’s Enterprise Information Security
Group (EISG) continued to monitor attempts
of cyber-attacks, deploy necessary tools and
response to cyber intelligence and incidents,
and coordinate with ITG to address security
or access-related issues. The group also
used internal communications platforms
to communicate the Bank’s policy on
data privacy and security measures to all
employees.

ADMINISTRATION

The Administration Group (AG) ensured
that internal and external services were
consistently delivered in order to keep the
safety and welfare of Bank personnel and
clients. Pursuant to IATF requirements,
the group continued to provide car shuttle
services for employees reporting onsite.
Disinfection of workstations and office
areas were likewise implemented regularly,
managing the spread of the virus at the PNB
Financial Center, Makati-Allied Bank Center,
and the PNB branches.

COMMUNICATIONS AND TIMING
MANAGEMENT

Across key areas, daily information
on COVID-19 updates, advisories, and
government pronouncements were
communicated through available online
platforms. Additionally, the Bank’s
communications team was tasked to convey
directives of regulatory bodies, specifically
those pertaining to operating conditions
and operational changes, such as early cut-
off times, shortened banking hours and
other relevant banking policies. Likewise,
regular communications to clients were
done to cascade the regulatory directives
and other essential information which will
affect banking activities.

We Stand Together: Stronger, Better, Younger
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PLANS FOR 2022

PNB will continue to pursue strategies
aimed at achieving safe, profitable and
sustainable growth in 2022. As the economy
and business gradually recovers, PNB will
focus on initiatives that will take advantage
of the opportunities in a landscape that
was radically transformed by the COVID-19
pandemic. As digital banking has become
the way of doing business, PNB will continue
to expand its products
anchored on the use of the PNB Digital App
to give customers what they want, when
they want it and how they want it. The Bank
will embed solutions in the daily lives of
customers and clients - whether they are
shopping, online selling, paying for services,
financial planning, and others. Alongside
this, the Bank will beef up its cybersecurity
and ensure that systems and safeguards are
in place to sustain the trust and confidence

of the public.

experience.
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Even with intensified digitization, PNB will
continue to operate a harmonized business
model that integrates the strengths of
digital and traditional
models as the Bank aims to continuously
serve the evolving needs of customers while
looking for innovative ways to enhance their

banking business

In efforts to improve profitability, the Bank
will rebalance its loan exposures to large
local corporates and increase commercial,
medium sized corporations, and consumer
customers. Moreover, the Bank will finance
projects and expenditures that will support
growth objectives and, at the same time,
create a positive environmental and social
impact that will bring in economic and
social benefits beyond this generation. PNB
will continue to incorporate sustainability
principles, including environment and social
risk areas, into the corporate governance
framework, risk management systems, and
strategic objectives consistent with the size,
risk profile, and complexity of its operations.

PNB will remain an active participant in the
government’s financial inclusion objectives
as the Bank leverages on its strong presence
in the provinces and makes financial services
more accessible to a wider population. This
is to guarantee that everyone benefits from
the economic and business improvement
that is anticipated in the years ahead.

While pursuing initiatives that will drive
business and profitability, PNB will remain
steadfast in maintaining a strong corporate
governance and risk management framework
to support sustainability goals.

AWARDS & RECOGNITION

Asian Banking and Finance
Retail Banking Awards

PNB’s Own a Philippine Home Loan
(OPHL) was recognized as “Best
Mortgage and Home Loan Product of
the Year” by the Asian Banking and
Finance Retail Banking Awards. The
OPHL makes it easier for Filipinos
and foreigners residing and working
abroad to purchase their dream
home in the Philippines.

Asian Banking and Finance
Corporate and Investment
Banking Awards

PNB  Capital and Investment
Corporation received the “Green
Deal of the Year Philippines” award
for Arthaland Corporation’s Php3.0
billion ASEAN Green Bonds and the
“Consumer Equity Deal of the Year
Philippines” award for MerryMart
Consumer Corp.’s Phpl.6 billion Initial
Public Offering.

The Asian Banker Risk
Management Awards

PNB was honored by The Asian Banker
for its “KYC & Customer Onboarding
Technology Implementation of the Year”
during its annual Risk Management
Awards. The Asian Banker recognized
the Bank’s enterprise-wide Transaction
Monitoring System to effectively detect
facilitation of financial crimes within its
books.

Philippines Women’s
Empowerment Principles
(WEPs) Awards

PNB was honored by a joint program
of the European Union and UN Women
as Champion for Transparency and
Reporting in the UN Women 2021
Philippines  Women’s Empowerment
Principles (WEPs) Awards. The Bank
was cited for its commitment to
transparency and reporting that reflects
gender data and indicators.

Government Securities
Eligible Dealers - Market
Makers Awards

PNB was recognized by the Bureau
of the Treasury as one of the Top
Government  Securities  Eligible
Dealers for 2022.
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MESSAGE FROM THE BOARD AUDIT AND

COMPLIANCE COMMITTEE CHAIRPERSON

Independent Director

The Board Audit and Compliance Committee (BACC) of
Philippine National Bank is an oversight committee of the
Board of Directors.

The Committee is composed of three members who are
qualified business professionals holding a broad range of
expertise in the areas of accounting, auditing, financial
management, and related banking practices that provide
value to the strengthening and upholding of good
governance in the Bank.

During the year, the Committee held 21 meetings composed of
13 regular and eight special meetings wherein the Committee
ensured the fulfillment of its duties and responsibilities to:

* Oversee the financial reporting framework to
ensure generation and preparation of accurate and
comprehensive information and reports;

* Monitor and evaluate the adequacy and effectiveness of
the internal control system and to ensure that periodic
assessment of the internal control system is conducted
to identify the weaknesses and evaluate its robustness
considering the organization’s risk profile and strategic
direction;
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* Oversee the compliance, internal, and external audit
functions;

« Oversee the implementation of corrective actions in a
timely manner to address issues identified by auditors
and other control functions;

* Investigate significant issues or concerns raised; and

 Establish and maintain whistleblowing mechanism
to ensure that arrangements are in place for the
independent investigation, appropriate follow-up action,
and subsequent resolution of complaints.

The Committee also had separate meetings with external
auditors, as mandated by BSP Memorandum 2014-11 and
BSP Circular No. 969 series of 2017.

The Internal Audit Group (IAG), headed by the Chief Audit
Executive (CAE), performs the internal audit activities for
the Bank which is strictly guided by its conformance with
the International Standards for the Professional Practice
of Internal Auditing (ISPPIA) and full compliance with
the mandate for the third line role instituted by the BSP
regarding Internal Audit Function and Internal Control
Framework. |IAG provides independent, objective assurance,
and consulting services to evaluate and improve the
effectiveness of risk management, control, and governance
processes including the evaluation on the effectiveness of
Fraud Risk Management Framework of the organization.
Based on the overall evaluation by IAG, the Bank’s risk
management, internal control, and governance processes
are satisfactory as the Bank’s units’ audit risk rating profile
remained concentrated at low risk level.

IAG reports directly to this Board Level Committee
and the CAE has direct and unrestricted access to the
management and the Board. The Committee is responsible
for the establishment of the IAG and the appointment, re-
appointment, and replacement of the CAE. The responsibility
of the Committee shall include the annual performance
review of the CAE, as well as the acceptance of his resignation
and/or dismissal, as the case maybe subject to due process.
The Committee also reviews, evaluates, and approves the
Annual Audit Plan. On released audit reports, the BACC
Chairperson may issue directives to the Senior Management
to develop and implement necessary corrective actions in
a timely manner.

The Committee has ensured that there is always a strong and
continuous collaboration within the three-line model, namely;
business and operating units (1t line), risk management and
compliance (2@ line) and internal audit (3 line) focusing on
the risks brought about by the ongoing global pandemic. It
paid particular attention on the strong threat of cybercrime
and fraud due to the high demand for digital platform in
the Bank’s operations. Moreover, in its oversight over the
effectiveness of the internal control system, several process
improvements and fraud prevention programs have been
implemented by the Management upon the directives-from
the BACC, as follows:

* Sending of SMS/email notification to clients for Over-
the-Counter Transactions

* Enhancement of the Whistleblower Policy to include
rewards program

e Reduction of authority limits of tellers in processing
transactions

«  Expand functionalities of Cash Accepting Machines

- Profiling/lifestyle checking of employees

During the pandemic, IAG has continuously recalibrated its
audit activities to ensure that emerging risks and threats
that could impair the organization’s ability to achieve its
business objectives are properly captured and considered
in every audit engagement. Likewise, continuous auditing
methodology adopted by IAG has been subjected regularly
to stringent enhancements to maintain its effectiveness for
the timely identification and assessment of risks that pose
the most significant threats in the organization.

IAG continues to observe audit quality as manifested by the
result of the internal quality assurance review conducted
during the year where the internal audit activities were rated
“Generally Conforms with the /nternational Standards for the
Professional Practice of Internal Auditing”.

Furthermore, the Committee believes that a sound and
effective compliance regime is the cornerstone of PNB’s
strength and market presence, backed by over a century of
stability and excellence. We adhere to the values of integrity,
ethics, and good governance in the conduct of our business
and affairs, exercising prudence in arriving at decisions, and
upholding transparency and accountability to our regulators.

The Global Compliance Group (GCG) is responsible for
the timely identification and mitigation of risks that may
erode the franchise value of PNB, such as risks of legal
or regulatory sanctions, material financial loss, or loss to
reputation as a result of its failure to comply with laws, rules,
related self-regulatory organization standards, and codes
of conduct applicable to PNB’s operations. Compliance
risk management is an integral part of our culture and risk
governance framework.

Our compliance framework remains effective and dynamic
as there are no significant deviations noted by the Chief
Compliance Officer (CCO) based on the compliance
assessment, review, and monitoring on the implementation
of policies, laws, and regulations. GCG, through the CCO,
effectively implemented its compliance program, which
serves as the authoritative codification of GCG’s powers,
mandate, authority, and formal status within the organization.
The program likewise fosters adherence to banking laws,
rules, and regulations and is ultimately aimed at promoting
the safety and soundness of PNB’s operations.

With the robust corporate governance of the Board of
Directors and Senior Management in promoting high ethical
and integrity standards; establishing appropriate culture that
emphasizes, demonstrates, and promotes the importance of
internal control; and designing and implementing processes
for the prevention and detection of fraud, the Committee is
highly confident that the internal control environment and risk
management system of the Philippine National Bank remains
effective and dynamic in responding timely to risks within
the organization’s risk management, governance, operations,
information and compliance systems that provide reasonable
assurance on the attainment of its business objectives.

(Original Signed)
ISABELITA M. PAPA
Board Audit and Compliance Committee Chairperson
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MESSAGE FROM THE BOARD

IT GOVERNANCE COMMITTEE CHAIRPERSON

Non-Executive Director

The Board IT Governance Committee (BITGC) was created
and approved by the Board of Directors on April 10, 2014.
BITGC's mission is to assist the Board in performing its
oversight functions of reviewing, approving, and monitoring
the Bank’s Information Technology (T) policies and
guidelines, risk assessment and management, IT strategies,
plans and investments in support of the enterprise strategic
plans, operating performance and organization.

TheBITGChasremained committedinits mission by continuing
to enforce and monitor IT performance metrics to ensure
stable and robust IT governance and IT risk management
functions. With the oversight and guidance from BITGC, as well
as support from the Technology Management Committee, the
Bank’s Information Technology Group (ITG) has continued to
align and improve its service level commitments to meet the
expectations from the different business units.

In 2021, the BITGC members composed of five directors and
two board advisors were able to conduct 12 sessions via
Microsoft Teams amidst the continued COVID-19 pandemic
lockdown and community quarantine.
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Major Technology Initiatives for 2021

Organizational Transformation. |TG continued to support
the key business strategies by strengthening its organization,
processes, and technology. In December 2021, the board
approved a new ITG table of organization as part of its
transformation roadmap. Significant changes focused on
the alignment of application development support structure
to properly manage the technology requirements from the
different lines of business, as well as further strengthening the
governance function within the organization to improve the
quality of risk management in response to the implementation
of the new supervisory assessment framework of the BSP in
2021.

The organization aims to build a future-proof organizational
structure that will kick start its journey towards realizing its
long-term goal on digitization and the migration of its core
systems to the cloud infrastructure.

People Training. Even with the limitations brought about by
the COVID-19 pandemic, 100% of the Bank’s IT personnel were
able to attend various online training programs, specifically
in system & database administration, application & system
engineering, service quality management, and cybersecurity.
This affirmed PNB’s strong commitment and support in
transforming ITG into a service-oriented, technology-capable,
security-aware and goal-driven organization.

Process Improvements. Throughout the year, ITG continued
to pursue its goal of attaining a level of organizational maturity
thatis anchored on industry standards and best practices while
supporting the business strategic goals. Continuous process
improvements were implemented across the organization as
part of the annual process review and improvement plans in
the areas of project management, service request, incident
management, problem management, quality assurance,
vendor management, release and deployment, and service
level management. Quality assurance process and metrics
were continuously being enhanced to effectively measure
service performance and sustain efficient service improvement
programs.

Operational Level Commitment. In 2021, significant
improvements were noted in the IT service operations area,
specifically on incident management, wherein 94.65% of
reported incidents were resolved within the agreed service
levels as compared to 89.95% in 2020 and 81% in 2019. In
September 2021, ITG completed the implementation of an
IT service management solution (ITSM) providing users
access to a self-service portal and allowed the approval of
user requests through an automated workflow system based
on ITIL (I.T. Infrastructure Library) global best practices and
standards. ITG is looking at maximizing the use of the tool
to enhance operational efficiencies across all levels of the
entire IT organization and improving user satisfaction towards
ITG’s service delivery. Since the client satisfaction survey was
launched along with the ITSM tool, ITG has been consistently
rated “Very Good” month on month by the respondents.

To manage and minimize business disruptions to users and
customers, ITG continued to adopt “green zones” wherein
system changes can only be implemented during lean hours
of the day. ITG and the business units closely collaborate in
reviewing system implementation checkpoints while assessing
and mitigating potential implementation risks.

System Stability. As a key enabler of the Bank’s business, ITG
provided and sustained adequate IT resources that enabled
the Bank to support its growing business in 2021. ITG was
able to maintain enough resources and capacity for all
computing platforms within industry-accepted thresholds.
ITG’s Infrastructure Management Division (IMD) continued to
leverage on the benefits of on-premise scalable and resilient
enterprise compute and storage systems based on capacity-
on-demand service model, which provided flexibility in
provisioning additional server and storage capacity as the
need arises in less than a week. Closely monitoring the
stability of various IT systems has been an important key
performance indicator that is reported regularly to the
Technology Management Committee and the Board IT
Governance Committee.

High system availability for applications supporting critical
business processes were sustained throughout the year with
minimal disruptions noted.

New Systems. To strengthen and support the Bank’s core
business, several systems were acquired and implemented
pbased from the 2020 - 2021 Strategic Plan despite the
challenges and constraints of skeletal IT manpower and work-
from-home setup because of the COVID-19 pandemic. ITG's
project management improvements and tighter collaboration
with the different project sponsors helped in the delivery and
completion of Institutional Banking Sector’s SXI CashNet+
Phase 4 cash management solution in May 2021, PNB RClI's
Alessa CaseWare fraud detection & prevention solution in
November 2021, Global Compliance Group’s Governance Risk
and Compliance (GRC) in October 2021 and Project Shield
(SAS/AML) in December 2021, Risk Management Group and
Financial Management Sector’s FIS Ambit Focus Solutions for
Asset Liability Management/Expected Credit Loss/Liquidity
Stress Testing (ALM/PFRS9-ECL/LST) in May 2021, and
Interest Rate Risk in Banking Books/Fund Transfer Pricing
(IRRBB/FTP) in November 2021.

System Enhancements. ITG was able to sustain its
commitment and delivered more than 79% of the 4,502
change requests by controlling, prioritizing, and monitoring
change requests in view of the rapid changes demanded
by the different line of businesses to meet customers and
users’ expectations. Majority of the enhancements were
focused on addressing compliance, regulatory, and security
requirements. In July 2021, PNB successfully implemented the
new SWIFT messaging format required by BSP based on ISO
20022 standards as one of SWIFT Alliance’s partner banks
for the project. Other compliance related implementations
include related party transaction consolidation, technology
obsolescence, security patches, and vulnerability fixes.

Digital Innovation. Phase 1 of Marketing Group’s Project
Horizon mobile banking app was rolled out to the public in
February 2021, enabling users to do online account sign
up, account viewing, fund transfer, bills payment, and QR
generation. Other functionalities were implemented under
Phase 2 of the project in the succeeding months including the
implementation of multifactor authentication (MFA) for fund
transfer transactions which will eliminate the dependency on
SMS-based one-time PIN. Remaining features including biller
aggregator, PESONet, and scheduled transactions will be
delivered by March 2022.
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Likewise, International Banking & Remittance Group under
Retail Banking Sector has implemented Phase 1 of PNB
Singapore’s mobile remittance app in October 2021. Phase
2 covering migration of additional billers, e-wallet and e-gift
vouchers will be completed within the 2nd half of 2022.

These new mobile systems are part of the Bank’s digital
transformation roadmap focused on service-oriented
architecture (SOA) software design and native app mobile
development for wider access to APIs, improved app
performance, consistency, and user experience.

ITG also sustained its digitalization journey by optimizing
the use of Microsoft 365 functionalities in transforming and
reengineering the backroom operations to support paperless
workflow and approval processes. ITG partnered with Adobe
for the digitization requirements of the Institutional Banking
Sector using AdobeSign, which is a digital signature solution
that provides end-to-end workflow for submitting corporate
documents and capturing digital signatures. Global Marketing
is also looking at this platform to address its requirement
for an enterprise-wide content management and customer
experience integration.

Infrastructure & Cybersecurity Investments. PNB continued
to invest in its network communications, server and storage
infrastructure, and cybersecurity systems to support, sustain,
and strengthen the Bank’s operational efficiencies and user
experience. Through its continuing technology refresh and
upgrade program, ITG Infrastructure Management Division
(IMD) was able to address hardware and software technology
obsolescence, improve online transaction processing, and
enhance the security and seamless connectivity between
our core mainframe-based banking system and web-based
business solutions.

2021 was a challenging year for PNB amidst escalating cases
of cyber-related crimes due to the pandemic. To support the
Bank’s information security program in response to these
threats, ITG implemented tools and solutions as follows:
system monitoring and analysis in April, web security and
virtual desktop infrastructure (VDI) in June, endpoint
detection and response in June, public key infrastructure
and certificate life management in July, remote support and
cloud management in July, anti-virus for IBM Power Series in
September, and managed file transfer in October.
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Business Continuity. |TG has been a key technology partner
in leading the Bank’s annual business continuity exercises
for both domestic and overseas branches to ensure that the
Bank’s business continuity plan (BCP) objectives are met in
terms of data recovery, business restoration, availability of
critical systems, and readiness of the business units. All BCP
exercises were successfully conducted from September to
December 2021 in accordance with the Bank’s BCP/DRP plans.

These and many accomplishments in 2021 connect directly
to the passionate and dedicated employees of ITG and its
technology support partners. In closing, the BITGC would like
to thank and commend the group for helping the Bank sustain
continuity of business amid the uncertainties brought about
by the COVID-19 global crisis, while safeguarding the health of
both customers and employees.

(Original Signed)
VIVIENNE K. TAN
Board IT Governance Committee Chairperson

MESSAGE FROM THE BOARD OVERSIGHT

RPT COMMITTEE CHAIRMAN

Independent Director

As part of a large, diversified conglomerate with a strong
presence and a dominant position in key industries, we
recognize that conflicts of interest may arise due to dealings
and transactions with related parties. We remain steadfast
and committed to conducting PNB’s affairs with objectivity,
transparency, fairness, and integrity. As a matter of policy,
related party transactions must always be conducted on an
arm’s length basis to prevent risks of potential abuse.

Although the Organization for Economic Co-operation and
Development (OECD) claims that there is no strong definition
of ‘related parties’, the Bangko Sentral ng Pilipinas (BSP),
for purposes of monitoring such transactions, has defined
related parties as encompassing the following: (a) the bank’s
subsidiaries as well as affiliates and any party that the bank
exerts direct or indirect control over or that exerts direct
or indirect control over the bank; (b) the bank’s directors,
officers, stockholders, and related interests; (¢) and their
close family members, as well as corresponding persons in
affiliated companies. This shall include such other person or
juridical entity whose interest may pose potential conflict of
interest with the financial institution and, hence, is identified
as a related party.

In accordance with PNB’s policy, RPT dealings must be
treated in the normal course of business, on an arm’s length
pbasis. This means that RPTs are undertaken in the same
manner as similar transactions with non-related parties.
The following critical factors shall be considered in the
evaluation of RPTs: (i) the related party’s relationship to the
Bank and interest in the transaction; (ii) the material facts
of the proposed RPT, including the proposed aggregate
value of such transactions; (iii) the benefits to the Bank of
the proposed RPT; (iv) the availability of other sources of
comparable products or services; and (v) the comparative
assessment between the proposed RPT and similar non-
related party transactions.

Material RPTs are reviewed and endorsed by the Board
Oversight RPT Committee (BORC) to the Board of Directors
for notation and approval. As provided for under SEC
Circular No. 10, series of 2019: Rules on Material Related Party
Transactions for Publicly Listed Companies, material RPT
refers to any transaction, either individually, or in aggregate
over a twelve-month period with the same related party,
amounting to ten percent (10%) or higher of the Bank’s total
assets based on its latest audited financial statements. In
2021, no transaction qualified under the materiality threshold
defined by the SEC.

We Stand Together: Stronger, Better, Younger 29



MESSAGE FROM THE BOARD OVERSIGHT
RPT COMMITTEE CHAIRMAN

In this light, PNB ensures that individual and aggregate
exposures to related parties are within prudent levels;
consistent with defined limit; monitored through independent
reviews by the Internal Audit Group and Global Compliance
Group; and covered by disclosures and reportorial
requirements handled by Financial Accounting Division.

Board members are required to disclose to the Board of
Directors if they directly, indirectly, or on behalf of third parties,
have financial interest in any transaction or matters affecting
the Bank. Directors and officers involved in possible conflicts
of interest shall inhibit themselves from the decision-making
process and abstain from participating in the discussion,
approval, and management of such transactions or matters
affecting PNB. The BORC may also inform the Corporate
Governance and Sustainability Committee of the directors’
or officers’ actual potential conflicts of interest with the
Bank, as necessary.

Accomplishments in 2021

Establishedin 2013, the BORC continues to assist the Board of
Directors in performing its oversight functions of monitoring
and managing potential conflicts of interests, ensuring that
exposures to related parties are effectively managed, and
appropriate steps to control or mitigate the risks are taken.

On a periodic basis, the BORC performs its critical function
of reviewing and approving the guidelines for appropriate
handling of RPTs, consistent with existing laws, rules and
regulations, and global best practices. Our RPT Framework
and Policy Guidelines has five key elements designed to
promote good governance: (1) well-defined Board and
Senior Management oversight; (2) updated and Board-
approved policies and procedures; (3) enterprise-wide RPT
training program; (4) management information system (MIS)
reporting; and (5) effective assessment and monitoring
system.

The Committee is composed of five regular members,
including three independent directors, and two non-voting
members, the Chief Compliance Officer and the Chief
Audit Executive. The Global Compliance Group acts as the
secretariat to handle the administrative requirements of the
committee.
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In 2021, the BORC held a total of 14 meetings: 12 regular and
two special meetings. The committee’s charter stipulates
that meetings shall be conducted at least monthly or as
necessary to properly perform its duties and responsibilities.
Meetings can only be held if attended by a majority of the
members; but the vote of the majority of the quorum which,
in No case is less than two members, is required to approve
any act in all committee meetings.

Meanwhile, the Bank’s RPT Framework and Policy Guidelines
has been reviewed and updated in 2021 to align with the
requirements of the following laws, rules, regulations and
prevailing best practices on corporate governance: a)
relevant provisions of the Manual of Regulations for Banks
(MORB), as amended, and other issuances of the BSP
not yet incorporated in the MORB; b) SEC Memorandum
Circular No. 10, Series of 2019: Rules on Material Related
Party Transactions for Publicly Listed Companies and other
relevant SEC Memo Circulars; ¢) Republic Act No. 11232
otherwise known as the Revised Corporation Code of the
Philippines; and d) other applicable internal policies and
procedures. The Manual aims to articulate clear policies on
the handling of any RPT dealings and to ensure that existing
laws, rules and regulations are complied with at all times.

In 2021, the Bank shall continue to fulfill its commitment to
be a responsible financial institution, bound by principles of
equality, fairness, and impartiality.

(Original Signed)
DOMINGO H. YAP
Board Oversight RPT Committee Chairman

MESSAGE FROM THE BOARD STRATEGY

AND POLICY COMMITTEE CHAIRMAN

Vice Chairman/
Non-Executive Director

Recognizing the crucial role of strategic planning in the
Bank’s long-term success, the Board Strategy and Policy
Committee (BSPC) was established to assist the Bank’s Board
of Directors in performing its oversight duties pertaining to
the formulation and execution of the Bank’s strategic business
plan and the risks associated with such plan. The Committee
is responsible for ensuring an interactive strategic planning
process between the Board and Management so that the
execution of approved strategies is consistent with the Bank’s
overall objectives, and resources are sufficient to undertake the
Bank’s initiatives. Likewise, the BSPC ensures that the Bank’s
operations, procedures, policies, risk appetite, capital program,
and investments in human resources and technology are all
consistent with and focused on achieving the Bank’s objectives.

In carrying out its oversight responsibilities for strategic planning
in 2021, the BSPC reviewed and discussed with Management the
Bank’s strategic direction as well as the key issues and external
developments impacting the strategies. The BSPC played
a critical part in the crafting of interim strategies and tactical
moves to address the impact of the pandemic on the Bank’s
asset quality, profitability, capital position, and liquidity. To ensure
that the implementation of strategies and initiatives is on track,
the BSPC performed progress reviews with the Bank’s various
business and support groups, and its subsidiaries. By taking
these steps, the BSPC was assured that decisions to continue
or amend certain strategies as well as introduce new initiatives
were done in a timely and effective way.

The BSPC maintained the conduct of regular economic updates
in its sessions, including the trends and outlook of various
industries, to identify which sectors could be considered as
resilient and not resilient amidst the pandemic. This exercise
guided the business groups in modifying their strategic
plans and taking countermeasures. In line with the Bank’s
strengthened digital thrust, the BSPC reviewed the Bank’s
digital banking platforms to make online banking safer and
easier for customers.

As part of its oversight on the adoption and implementation
of the Bank’'s Board-approved Internal Capital Adequacy
Assessment Process (ICAAP) and Recovery Plan, the BSPC
evaluated, approved, and endorsed for Board approval the
policies and procedures pertaining to the capital planning and
risk assessment, stress-testing framework, options to improve
the Bank’s capital adequacy, and possible equity investment or
divestment of the Bank.

Manuals were regularly reassessed and updated by the BSPC
to sustain the efficiency of the Bank’s processes and flexibility
to the changes in the regulatory environment. In 2021, Bank
policies were revisited and amended, particularly those
involving the Bank’s products and services. Cognizant of the
ongoing COVID-19 situation, the BSPC also updated the Bank’s
plan in relation to the BSP’s temporary regulatory relief on
capital treatment of provisioning requirements.

To ensure that the implementation of strategies is on track,
the BSPC conducted business plan and progress reviews with
the Bank’s business and support groups and its subsidiaries. In
particular, the BSPC evaluated the infusion of additional capital
for the Bank’s affiliate to support its current sales performance
and new growth opportunities. These initiatives had provided
the BSPC the capability of seeing specific and measurable
improvement in multiple areas that enabled the Committee
to support the Bank’s strategy of being a stronger, better, and
younger institution.

Undoubtedly, 2021 has been a challenging year because of
the impact of the pandemic. The BSPC will remain steadfast in
fulfilling its role as the overseer of PNB'’s strategies and policies
and continue its efforts to help deliver better products and
services to thrive in the new normal.

(Original Signed)
LEONILO G. CORONEL
Board Strategy and Policy Committee Chairman
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CAPITAL STRUCTURE AND ADEQUACY

The Group’s consolidated capital adequacy ratio were 13.66%, 15.14% and 14.80% as of December 31, 2021, 2020, and 2019
respectively, which are well above the minimum 10% required by BSP. The following table sets the regulatory capital as

reported to BSP as at December 31, 2021, 2020, and 2019 (amounts in Php millions):

Consolidated Solo

2021 2020 2019 2021 2020 2019
Common Equity Tier 1 (CET1) Capital 152,857 144,298 146,808 149,117 142,235 144,654
Common stock 61,031 61,031 61,031 61,031 61,031 61,031
Additional Paid In Capital 3207 32107 32,107 32107 32107 32,107
Retained Earnings 57,595 46,783 48,835 58,323 48,071 50,231
Other comprehensive income (819) 1,633 1,971 (2,344) 1,026 1,286
Undivided profits - - - - - -
Minority interest in subsidiary financial allied
undertakings which are less than wholly-owned (for
consolidated basis) 2,944 2,744 2,865 - - -
Regulatory Adjustments to CET1 Capital 48,541 28,838 22,303 61,982 42,732 47,960
Total outstanding unsecured credit accommodations,
both direct and indirect, to directors, officers,
stockholders and their related interests (DOSRI) 1 1 2 1 1 2
Total outstanding unsecured loans, other credit
accommodations and guarantees granted to
subsidiaries 1,464 1,714 937 1,464 1,714 937
Deferred tax assets 6,834 6,895 1,581 6,268 6,341 976
Goodwill 11,362 13,516 13,516 11,362 13,516 13,516
Other intangible assets 2,429 2,512 2,794 2,329 2,438 2,718
Investments in equity of unconsolidated subsidiary
banks and quasi-banks, and other financial allied
undertakings (excluding subsidiary securities dealers/
brokers and insurance companies), after deducting
related goodwill, if any (for solo basis only and as
applicable) 22,990 - - 36,860 14,346 26,170
Investments in equity of unconsolidated subsidiary
securities dealers/brokers and insurance companies
after deducting related goodwill, if any (for both solo
and consolidated bases and as applicable) - 1,050 673 237 1,226 840
Significant minority investments (10%-50% of voting
stock) in securities dealers/brokers and insurance
companies, after deducting related goodwill, if any (for
both solo and consolidated bases) 3,461 3,150 2,799 3,461 3,150 2,799
Other equity investments in non-financial allied
undertakings and non-allied undertakings - - 2 - - 2
TOTAL COMMON EQUITY TIER 1 CAPITAL 104,316 115,460 124,505 87135 99,503 96,694
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Consolidated Solo

2021 2020 2019 2021 2020 2019
Additional Tier 1 Capital (AT1) - - - - - -
TOTAL TIER 1 CAPITAL 104,316 | 115,460 124,505 87135 99,503 96,694
Tier 2 (T2) Capital 5,634 5,377 6,183 5,442 5,236 5,564
Appraisal increment reserve - bank premises, as
authorized by the Monetary Board - - 292 - - 292
General loan loss provision, limited to a maximum of
1% of credit risk-weighted assets, and any amount in
excess thereof shall be deducted from the credit risk-
weighted assets in computing the denominator of the
risk-based capital ratio 5,634 5,377 5,892 5,442 5,236 5,272
Regulatory Adjustments to Tier 2 capital - - - - - -
Total Tier 2 Capital 5,634 5,377 6,183 5,442 5,236 5,564
TOTAL QUALIFYING CAPITAL 109,950 | 120,837 130,688 92,577 | 104,739 | 102,258
Risk Weighted Assets
The risk-weighted assets of the Group and Parent as of December 31, 2021, 2020 and 2019 are as follows:

Consolidated Solo

2021 2020 2019 2021 2020 2019
Total Risk Weighted On-Balance Sheet Assets 646,098 642,058 713,285 641,061 632958 637,725
Total Risk-Weighted Off-Balance Sheet Assets 29,089 28,609 31,435 28,924 28,411 30,838
Total Counterparty Risk-Weighted Assets in
the Banking Book (Derivatives and Repo-style
Transactions) 446 1,698 2,139 447 1,697 2,139
Total Counterparty Risk-Weighted Assets in the Trading
Book (Derivatives and Repo-style Transactions) 2,071 1138 1,016 1,920 114 993
Total Risk-Weighted Amount of Credit Linked Notes in
the Banking Book - - - - - -
Total Risk-Weighted Securitization Exposures - - - - - -
General loan loss provision [in excess of the amount
permitted to be included in Upper Tier 2] - - - - - -
Total Credit Risk Weighted Assets 677704 673503 747874 672,350 664,180 671,694
Market Risk Weighted Assets 53,792 60,468 80,683 53,394 59,347 79,128
Operational Risk-Weighted Assets 73,407 64,199 54,498 65,604 55,576 46,127
Total Risk Weighted Assets 804,903 798,170 883,055 791,349 779,103 796,949
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CAPITAL STRUCTURE AND ADEQUACY

MESSAGE FROM THE RISK OVERSIGHT
COMMITTEE CHAIRMAN

Capital Adequacy Ratios

The year 2021 saw global economic recovery from the after-

Consolidated Solo effects of the pandemic. People, markets, businesses, and
Capital Ratios 2021 2020 2019 2021 2020 2019 countries were now able to adjust to the new way of doing
CETI Capital (BASEL IID 1296%  14.47% 1410% 11.01% 12.77% 1213% things SThe i RmEnIC =S o A
Capital Conservation Buffer 6.96% 8.47% 810% 5.01% 6.77% 613% employeesieapableipeiier Mtict R RSN SR
Tier 1 capital ratio 12.96% 14.47% 1410% 1.01% 12.77% 1213% remarkable changes.
H H 0, 0, 0, 0, 0, 0,
Capital Adequacy Ratio 13.66% 1514%  14.80% 1.70%  13.44% 12.83% Despitd the clfeult yaert It tac NN U

Capital Adequacy Ratio Report

goals of profitability, sustainable development, and social
responsibilities. In addition, the Bank has remained accountable

The Group’s consolidated Qualifying Capital (QC) as of December 31, 2021 stands at Php109,950 million with a corresponding
Capital Adequacy Ratio (CAR) of 13.66%. The current consolidated QC still provides a good and sufficient margin above
the minimum regulatory capital requirement of Php80,490 million, 10% of the Group’s Php804,903 million Risk Weighted

to all its stakeholders - regulators, shareholders, employees, and
customers.

Assets (RWA).

The heightened uncertainties in the global markets and the world
economy brought by the pandemic continue to emphasize the

PNB - Consolidated As of date indicated importance of an effective risk oversight function. The Board
(in Php Million) Mar-21 Jun-21 Sep-21 Dec-21 continues to closely review the risk management framework
Total Qualifying Capital 121,590 101,346 103,846 109,950 with the intention to improve the following: (1) definition of the
CAR 14.77% 12.52% 12.75% 13.66% organization’s risk appetite, (2) assessment of risk profile, and
CET 1/Tier 1 Ratio 1471% 1.82% 12.06% 12.96% Independent Director 3 _momtormg of risk thresholds. This en_sure_s that the'Bank’s
B business results are always evaluated against its strategies and

Total RWA - Pillar 1 823,092 809,403 814,773 804,903 I Ve T &) R el e e,

Figure 1: PNB Consolidated CAR 2021

Under Solo basis, current QC of Php92,577 million and CAR of 11.70% still has 170 bps leeway above the regulatory capital

requirement of Php79,135 million to cover the Php791,349 million RWA as of December 31, 2021.

PNB follows a strong Enterprise Risk Management Framework
and consistently maintains high standards of internal controls
and risk management processes against the Bank’s risk appetite.
The same framework is fit to ensure optimizing the risk / return

PNB - Solo As of date indicated ratio at all levels of the Bank and is embedded in our core
(in Php Million) Mar-21 Jun-21 Sep-21 Dec-21 values. The concept of the Three Lines of Defense for good risk
Total Qualifying Capital 92,240 85,061 86,918 92,577 management is part of our PNB culture.
CAR 11.72% 10.74% 10.90% 11.70% .
CET 1/Tier 1 Ratio 11.05% 10.05% 10.23% 11.01% As the work-from-home fsetbie T
Total RWA - Pillar 1 287322 291919 297258 291349 Risk Oversight Committee, comprised of six directors (three of
. . - . whom are independent directors), held all its meetings virtually

Figure 2: PNB Solo CAR 2021
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in 2021. Through these meetings, the committee upholds its
duty as the oversight body on the Bank’s identified material and
emerging risks with respect to its overall strategy.
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Significant milestones for 2021 in Risk Management included the
following:

¢ The Asset Liability Management system went live, which will
further enhance the Bank’s ability to manage and monitor
its Liquidity risk and Interest Rate Risk in the Banking Book

. Enhancement of the Capital Adequacy Ratio monitoring
process to include Pillar 2 Risk Weighted Assets simulation,
business projections and simulations

. Launching of Risk Awareness programs in the following
areas: Operations Risk, Data Privacy, Business Continuity
and Vendor Risk Management through partnership and
collaboration with business units

. PNB was one of the top three awardees by the National
Privacy Commission for being the Outstanding Personal
Information Controller of 2021 (Private Sector Group)

The role of risk management has never been more important as
the world starts to open up and recover from the pandemic. As a
tool for managing its business and daily operations, it becomes
imperative for the Bank to exercise diligence in identifying and
addressing every risk. This also includes risks in new product
and service offerings, as well as emerging risk trends brought
by this unique scenario. The Bank also adheres to comply with
the changing regulatory environment and be more responsive
to the intensified reality of cyber security, data privacy, and
sustainability.

The message that risk is everyone’s business will be a constant
reminder to our personnel while we all continue to renew our
commitment to our stakeholders.

(Original Signed)
EDGAR A. CUA
Risk Oversight Committee Chairman
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RISK MANAGEMENT DISCLOSURE

INTRODUCTION

A clear understanding of risks surrounding the business activities is crucial for any organization to
create sustainable stakeholder value in executing its strategies. It is therefore essential to reinforce the
overall strategy of an organization with a prudent risk management framework. This ensures that the
Bank’s opportunities are optimized while minimizing the effects of downside risks.

PNB, as one of the leading financial institutions in the country, with various allied undertakings and with
an international footprint, performs a vital role of financial intermediation in the economy and in each of
the communities it serves. With evolving global best practices and standards towards continuing financial
stability and resilience, we remain committed to comply with the regulatory guidelines and legislative
framework in each of the jurisdictions we operate in.

The nature and the impact of future changes in laws and regulations are not always predictable. These
changes have implications on the way our business is conducted and with corresponding potential impact
to capital and liquidity.

RISK GOVERNANCE

A disciplined risk management culture and framework facilitates oversight of and accountability for risk at
all levels of the organization and across all risk types. Our Board of Directors, through the Risk Oversight
Committee (ROC), exercises oversight and provides guidance to our experienced Senior Management
Team who, through the Management Risk Committee (MRC), works closely with the business lines in
managing risk. There is a rich risk culture, which seamlessly flows through not only within the Bank, but
also across the Group subsidiaries and affiliates.

The Board of Directors has delegated specific responsibilities to various Board Committees, which are
integral to PNB'’s risk governance framework and allow executive management, through Management
Committees, to evaluate the risks inherent in the business and to manage them effectively.

Strong independent oversight has been established at all levels within the Bank. Figure 1 below provides

a list of the Board Committees and Management Committees. Their corresponding functions, roles, and
responsibilities are highlighted in the Corporate Governance portion of this Annual Report.

We Stand Together: Stronger, Better, Younger

37



RISK MANAGEMENT DISCLOSURE

Figure 1: Board & Management Committees

Board of Directors

President and CEO

e Executive Committee

¢ Board Audit and Compliance Committee

* Board IT Governance Committee

¢ Board Oversight RPT Committee

¢ Board Strategy and Policy Committee

e Corporate Governance and Sustainability Committee
¢ Risk Oversight Committee

e Trust Committee

* Acquired Asset Disposal Committee (AADC)

* Financial Crime Risk Committee (FCRC)

* Asset and Liability Committee (ALCO)

* Asset Disposal Committee (HO)

* Branch Site Selection Committee (Domestic Branches)

» Capital Management Sub-Committee of ALCO

*  Committee on Accreditation of Overseas Remittance
Agent-Selection of Expatriate Personnel and Branch Site
(Overseas)

*  Committee on Decorum and Investigation (CoDl)

* Ecosystem Steering Committee

* Ethical Standards Committee (ESC)

* IT Evaluation Committee (ITEC)

* IT Project Prioritization Committee

*  Management Committee (ManCom)

*  Management Risk Committee (MRC)

» Occupational Safety, Health and Family Welfare
Committee (OSH-FW)

*  Operations Committee (OPCOM)

*  PNB Retirement Fund Board

*  PNB Succession Management Program - Talent Board

*  Procurement Committee

*  Promotion Committee(s)

+ Sectoral/Regional Credit Committee (s)

* Senior Management Credit Committee (SMCC)

*  Technology Committee (TechCom)

Executive officers are assigned to various Management
Committees that provide the leadership and execution of
the vision and policies approved by the Board of Directors.
Business strategies are driven, for the most part, by the day-to-
day directions decided by the Management Committees with
approvals and notation by the various Board Committees.

Risk Oversight Committee

PNB’s Board Risk Oversight Committee (ROC) is mandated to
set risk appetite; approve frameworks, policies, plans, programs,
awareness testing exercises and processes for managing risk;
and accept risks beyond the approval discretion provided to
Management.

The risk management policy includes:

¢ acomprehensive risk management approach;

e a detailed structure of limits, guidelines, and other
parameters used to govern risk-taking;

* aclear delineation of lines of responsibilities for managing
risk;
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e an adequate system for measuring risk;

« effective internal controls and a comprehensive monitoring
and risk-reporting process; and

. adherence to standards and regulations.

ROC membership is composed of at least six (6) members
of the Board of Directors, majority of whom are Independent
Directors including the Chairperson. The Chairperson shall not
be the Chairperson of the Board of Directors, or any other
Board Committee.

The members shall possess a range of expertise as well as
adequate knowledge of the Bank’s risk exposures. They must
also meet the requirements of the Securities and Exchange
Commission (SEC), the Bangko Sentral ng Pilipinas (BSP), and
other applicable laws, rules, and regulations.

Risk Oversight Committee Charter

The ROC has the following mandated functions (BSP Cir. 969 -
Enhanced Corporate Governance Guidelines):

1. Oversee the risk management framework;

2. Oversee adherence to risk appetite;

3. Qversee the risk management function; and

4. Qversee regulatory compliance.

Management Risk Committee

Approved by the Board in 2020, the Management Risk
Committee (MRC) was created as a forum for ensuring that
the Bank’s Enterprise Risk Management Framework (ERMF) is
operationalized and that Senior Management has an enterprise-
level view of all material risks and that risk-mitigating actions
are properly determined and effectively executed.

Mainly composed of the Bank’s Sector and Group Heads, the
MRC is responsible for reviewing and monitoring enterprise
level risks and assessing risk responses proposed or taken by
the relevant risk owner, and for providing inputs to the ERMF
process. The Committee shall periodically assess that the
Bank’s risk appetite statements are aligned with the Bank’s
business strategy and overall objectives.

ENTERPRISE RISK MANAGEMENT FRAMEWORK

The approach to managing risk is outlined on the Bank’s
Enterprise Risk Management Framework (ERMF), which creates
the context for setting policies and standards, and establishing
the right practices throughout the PNB Group. This framework
defines the risk management processes and sets out the
activities, tools, and organizational structure to ensure material
risks are identified, measured, monitored, and managed.

Our risk management framework banks on a dynamic process
that supports the development and implementation of overall
Bank strategy. The process revolves around methodically
addressing risks associated with the business lines of PNB. The
ERMF, with regular reviews and updates, has served us well and
has been resilient through economic cycles. We have placed a
strong reliance on this risk governance framework and the three
lines-of-defense model (see Figure 2), which are fundamental
to our aspiration of becoming world-class at managing risk.

Figure 2: Three Lines-of-Defense Model
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This model provides an effective method for organizations to
enhance communication regarding risk and control by clarifying
roles and responsibilities.

1. The first line of defense is made up of the management
of business lines and legal entities. Business units are
responsible for their risks. Effective first line management
includes:

11, the proactive self-identification / assessment of issues
and risks, including emerging risks;

1.2. the design, implementation, monitoring, and
ownership of appropriate controls;

1.3. the associated operational control remediation; and

1.4. a strong control culture of effective and transparent
risk partnership.

2. The second line of defense comes from both the risk
management function, the compliance function, and
information and cyber security functions of the Bank,
which are independent of business operations. Qur risk
management unit implements the risk management
framework, helps risk owners in reporting adequate risk-
related information up and down the Bank, provides
independent oversight over specific Board directives and
conducts regular reporting to the ROC. Our compliance
unit ensures that strong security policies are in place
and effectively monitored and aligned with the risks of
the Bank’s individual business processes. Compliance
testing function reports directly to the Board Audit and
Compliance Committee (BACC). The second line of
defense may also recommend implementation of action
plans, corrective actions, or service recovery in managing
the risk impact and prevent recurrence.

3. The third line of defense is the internal audit function which
provides independent assessment of the adequacy and
effectiveness of the overall risk management framework
and governance structures. The internal audit function and
compliance testing function report directly to the BACC.

Risk Management Group

Risk Management Group (RMG) is independent from the

business lines and is organized as follows:

. Administrative and Support Department;

«  BASEL/ICAAP/Operational Risk Management Division;

. Business Continuity Management and Vendor Risk
Monitoring Division;

. Business Intelligence and Data Warehouse Division;
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*  Credit Risk Division;

. Data Privacy and Technology Risk Management Division;
. Market and ALM Division;

+  Model Validation Division; and

e Trust Risk Division.

Each Division is tasked to monitor the implementation of the
processes and procedures that support the policies for risk
management applicable to PNB. These policies clearly establish
the types of risks to be managed, define the risk organizational
structure, and provide appropriate training necessary to
manage and control risks. The policies also provide for the
validation, audits, and compliance testing to measure the
effectiveness and suitability of the risk management structure.
In addition, the ERM recognizes model validation as integral
component of model governance which ensures that risks
relative to use of models are identified, cascaded to concerned
parties, escalated to oversight committees and deliberated for
appropriate management actions. The model validation is the
Management’s resource to better understand the models, its
purpose and limitations and ultimately manage expectations,
actions, and decisions made based on the output of the model.

RMG performs as the Secretariat of the ROC which meets
monthly to discuss the most recent risk profile of the Bank
according to the material risks defined in the Bank’s ICAAP
document. Further, each Division of RMG engages with all
levels of the Bank’s business and support groups, including
domestic and overseas branches and offices and domestic and
foreign subsidiaries. This ensures that risk management and
monitoring are embedded at origination.

IS/CYBER SECURITY GOVERNANCE FRAMEWORK

The 1S/Cyber Security Governance Framework (see Figure
3 below) ensures effectiveness and sustainability of the
Information Security Management System. Proper governance
aids PNB Group in meeting optimal business value from
information security and maintaining a balance between
benefits and security risks.

Figure 3: Information Security Governance Framework
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The Enterprise Information Security Group (EISG) manages the
overall information and cyber security risk of the PNB Group
to preserve the Confidentiality, Integrity and Availability of its
Information Assets. To this end, it operates on a framework that
supports governance and oversight mechanisms to ensure risk
exposures are within the Bank’s acceptable levels as it supports
business goals and objectives. It further adapts to an ever-
changing landscape via the interplay of people, policies and
processes, and technology.

EISG is headed by the Chief Information Security Officer
(CISO) who reports directly to the Risk Oversight Committee
(ROC) on matters concerning information security and cyber
security. The CISO chairs the Security Incident Response Team
(SIRT) for effective and efficient management of information
and cyber security-related incidents.
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EISG is organized into two divisions, namely the Information
Security Governance and Program Management and Cyber
Security Operations Center, with the latter dedicated to the
prevention, detection, assessment, and resolution of cyber
security threats and incidents and fulfillment of regulatory
compliance. With risk management activities closely linked
to Information Technology Group’s (ITG’s) Infrastructure
Management Division for incident reporting and remediation,
EISG manages both the prevention and response to cyber
threats as they occur.

EISG performs the following functions in support of the Bank’s
overall information and cyber risk exposure:

. Formulates and periodically updates the information
and cyber security policies and guidelines adopting the
standards of the Information Security Management System
(ISO 27001), National Institute of Standardization (NIST)
and other best practices taking into account business
goals and regulatory requirements;
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. Exercises governance and oversight to ensure compliance
to policies, standards and guidelines;

. Conducts vulnerability assessments and testings to check
on the susceptibility of information assets to exploits and
escalates these for remediation and mitigation;

. Performs assessment on third-party providers ensuring
compliance with the Bank’s requirements and policies;

« Conducts information and cyber security learning and
awareness programs that cater to different sets of
stakeholders;

. Manages the 24 X 7 Security Operations Center via
proactive monitoring and timely escalation of cyber
security events and incidents;

RELEVANT REGULATORY CIRCULARS FOR 2021

Conducts research on threats and subscribes to threat
intelligence sharing platforms for wider visibility on the
threat landscape and as means to monitor and mitigate
emerging threats;

Manages and leads in controlling and responding to
information- and cyber-related incidents and crisis events;
Conducts compromise assessments and regularly tests the
effectivity of the Cyber Response Plan and Playbooks via
simulation exercises.

NUMBER DATE ISSUED SUBJECT
1109 2021-02-04 Amendments to the Regulations on Investment Management Activities
Amendments to the Rules and Regulations on the Mandatory Credit Allocation for
m 2021-03-03 ) ) .
Agriculture and Agrarian Reform Credit
mz 2021-04-08 Amendments to Operational Risk Management and Internal Control Measures
m3 5021-04-16 Amendments to the Guidelines on Recovery Plan of a Domestic Systemically Important
Bank (D-SIB)
m4 2021-04-16 Guidelines on Reputational Risk Management
m7 5021-05-27 Implementation of Republic Act (R.A.) No. 11523, otherwise known as the “Financial
Institutions Strategic Transfer (FIST) Act”
mo 2021-06-07 Amendments to Derivatives Regulations of Banks, Quasi-Banks and Trust Corporations
1120 : : .
(Updated) 2021-06-07 Amendments to Regulations on the Open Foreign Exchange Position of Banks
23 2021-07-13 Amendments to Guidelines on Report on Intraday Liquidity of Universal and Commercial
Banks (UBs/KBs) and their Subsidiary Banks/Quasi-Banks (QBs)
n24 2021-08-10 Amendments to the foreign exchange regulations
Revised Guidelines on the Imposition of Monetary Penalties on BSFls, and/or their
125 2021-08-20 Directors/Trustees, Officers and/or Employees for Violations with Sanctions Falling under
Section 37 of R.A. No. 7653 (The New Central Bank Act), as Amended
1128 2021-10-26 Environmental and Social Risk Management Framework
(Corrected)
N31 : ) )
(Corrected) 2021-12-13 Comprehensive Credit and Equity Exposures (COCREE) Report
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THE BANK'’S RISK APPETITE, THRESHOLD, AND
TOLERANCE

Risk Appetite is the amount and type of risk that the Bank
is willing to pursue, retain, or tolerate in pursuit of the
organization’s value and goals. Our principle on risk appetite is
expressed as Risk Tolerance and is embedded on the business
units. Risk Threshold emphasizes that “the risk appetite should
not go beyond the Bank’s capacity to manage risk, thus risk
management is everyone’s responsibility”.

PNB’s High-Level Risk Appetite Statement

We pursue our business objectives by accepting risks up to the
level where it remains aligned with the following High-Level
Risk Appetite Statements:

On Reputational and Strategic / Business Risks:

*  We will avoid situations and actions that will result in
negative impact on our reputation and if, and when an
unfavorable situation arises, address these proactively to
preserve our reputation and brand image.

. We aim for stability of earnings and maximize shareholder’s
value to ensure continued PNB’s growth trajectory in the
long-term.

On Operational/Technology,/Cyber Security Risks:

. We maintain LOW appetite for operational risk issues.
We will maintain effective processes and systems through
strong internal controls, quality assurance, and quality
control programs to manage operational risk. This includes
implementing control measures to ensure continuity of
business processes, managing proper vendor oversight,
and employing appropriate governance processes in
implementation of innovative and creative solutions.

*  We have LOW tolerance for damage to Bank assets borne
by threats arising from malicious attacks and / or poor
information security controls. To address this risk, we aim
for strong internal processes and the development and
continuous improvement of robust technology controls.

* We have LOW tolerance for data breaches resulting from
external factors (e.g., emerging cyber-threats) and / or
internal factors (e.g., human error, internal fraud). To address
this risk, we aim for strong internal processes, conduct of
proactive awareness to personnel and development and
continuous improvement of robust information security
and data privacy controls.

*  We have a LOW appetite for IT system-related incidents
which are generated by poor project implementation or
poor change management practices.

On Personnel / Clientele Behavior:

«  We do not tolerate any dishonest or fraudulent behavior
and we are committed to deterring and preventing any
incidence. We take serious approach to cases or suspected
cases of fraud or corruption perpetrated by our personnel.
We respond fully and fairly in accordance with provisions
of the Bank’s Code of Conduct.

On Regulatory / Statutory Compliance:

«  We aim to remain compliant with Philippine laws and
regulatory bodies and its public mandate.

«  We aim to remain compliant with the laws, regulations, and
guidelines as prescribed by the host countries where we
are present.

«  We aim to remain in compliance with generally accepted
accounting principles and standards.

The High-Level Risk Appetite Statements are translated into
measurable metrics and set limits that cover all relevant risk
categories arising from the Bank’s business objectives which
aims at keeping the overall risk profile within acceptable risk
thresholds.

Risk tolerance is the outer constraint defined by the Bank via
metrics and limits. This is expressed in quantitative terms that
can be monitored and aggregated, relating to a specific business
unit or according to a specific risk category. Risk Threshold
/ Limits are regularly defined, reviewed, and approved by the
Board of Directors.
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For the Bank’s Risk Threshold, the Capital Adeguacy Ratio
(CAR), which is the measure of the Bank’s solvency, is the
parameter being used for the risk materiality. The CAR and
CET1 ratios are key quantitative measures used by regulators
to gauge the strength of a Bank. As such, it is imperative to
monitor any adverse movement in these ratios.

The Board of Directors and Senior Management are responsible
for ensuring that the Group maintains, at all times, the desired
level and quality of capital commensurate with the inherent
risks (credit, market, and operational risks) and with other
Pillar Il material risks such as Strategic / Business, Credit
Concentration, Liquidity, Interest Rate in Banking Books, and
emerging Cyber Security Risks that the Group is exposed to
(see Figure 4 below).

ROC, as delegated by the Board of Directors and supported by
Risk Management Group, oversees the risk profile and approves
the risk management framework of PNB and its related allied
subsidiaries.

The Board Strategy and Policy Committee (BSPC) is tasked to
review, evaluate, approve and / or endorse for Board approval
the various policies, manuals of products, and services offered
to customers, both domestic and overseas. Together with the
ROC, BSPC also reviews, evaluates, and approves / endorses
to the Board for approval various Annual Strategic Forecasts,
Plans, and Budget by the revenue sectors of the Bank. BSPC is
responsible for the risk-taking activities and the periodic review
of the Bank’s ICAAP program.

Figure 4: Risk Appetite, Risk Threshold, Risk Tolerance
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The Executive Committee (ExCom) reviews, discusses, notes,
endorses, and / or approves management proposals on credit
facilities; investment in financial assets; and borrowings and
capital raising, updates and reports on credit, transactional,
administrative and other matters.

The Capital Management Sub-Committee of the Asset /
Liability Committee (ALCO) is tasked to specifically handle
policies and procedures pertaining to the capital planning and
assessment as well as possible equity investments of the Bank.

The Senior Management Team and the Business Units agree on
the target risk profiles defined by the Bank’s strategic plan, and
allocate capital based on the risk / return profile. Corporate
Planning and Analysis Division (CorPlan) and RMG monitor this
jointly.

RISK CATEGORIES AND DEFINITIONS

Under our ERM framework, all risk-taking business units,
including domestic and foreign subsidiaries and affiliates, shall
perform comprehensive assessment of all material risks. This
is accomplished on a annually, and/or as needed. The process
includes:

* Identifying all inherent risks by each business unit;

*  Prioritizing the most significant risks based on the
business impact and the probability of occurrence;

*  Quantifying the potential losses of each of these
significant risks;

*  Providing various risk mitigation and control measures
to manage these identified risks; and

* Consolidating risk assessment results and potential
losses for capital computation.

The identification of risks revolves around the monitoring of
risk categories as defined by BSP for supervision purposes.
These key risks, namely: credit, market, interest rate, liquidity,
operational, compliance, strategic, and reputational risks, are not
only monitored under their separate and distinct components,
but also monitored across all interrelated business risks.

The RCSA is designed as a forward-looking tool to assess and
measure the Bank’s risk exposures. This exercise allows each
risk-taking unit and support unit, to consider the extent to
which potential events have an impact on the achievement of
the unit’s and ultimately, the Bank’s objectives. Through the
Process-based Risk and Control Self-Assessment (RCSA), the
various business units identify, measure, monitor, and control
additional operational risk categories that may be relevant to
their specific areas.

The ICAAP RCSA, on the other hand, allows the risk owners
provide a 3-year quantitative assessment of the identified risks
by means of computing for estimated loss, which can be based
on foregone income, opportunity loss, portfolio size, transaction
amount, historical loss, additional cost, among others. Further,
stress tests are also employed to capture potential losses under
extreme scenarios.

Material Risks

Material risks (at Group level) are defined as those risks from
any business activity large enough to threaten the Bank’s
capital position to drop below its desired level thereby resulting
in reduction in earnings and / or qualifying capital. The risk
threshold is set / computed, on any risk-taking activity that
would result in the reduction in CAR by 20 bps.

On the other hand, risks not significant enough to impact the
CAR by 20 bps will also be considered “material” by the Group
if these fall under the following:

. Pillar 1risks, i.e., Credit, Market, and Operational Risks;

*  Other risks under BSP Circular No. 510, i.e., Interest
Rate Risk in the Banking Book (IRRBB), Liquidity Risk,
Reputational Risk and Strategic Risk;

. Information Technology Risk (BSP Cir. No. 808); and

. Further risks identified as “material” by the Board of
Directors and Management Committee are included
in the list being monitored. Most recent additions
are Cyber Security, Data Privacy Risk and Human
Resource Risk.

Resulting from the assessments based on the premise identified
above, the Bank agrees and reviews on a regular basis the
material risks that need focus from all three lines of defense.
For the assessment period from 2021 to year 2023, these are
based on the following eleven (11) material risks, which are
grouped under Pillar 1T and Pillar 2 risks, shall be covered in the
Bank’s ICAAP Document submission to BSP, and required for
monitoring.

Types and definition of each of these risks are discussed
hereunder:

Pillar 1 Risks:
1. Credit Risk (includes Counterparty and Country Risks)
2. Market Risk
3. Operational Risk
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Pillar 2 Risks:
4. Credit Concentration Risk;
Interest Rate Risk in Banking Book (IRRBB);
Liquidity Risk;
Reputational Risk;
Strategic Business Risk;
Information Security/ Cyber Security / Data Privacy
Risk; and
10. Information Technology Risk
1. Human Resource Risk

©®NO O,

2021 Risk Management Highlights
Market & Liquidity Management

The Market and ALM Division of RMG supports the Asset and
Liability Committee (ALCO) and the ROC with the independent
assessment and reporting of the market risk profile as well as
the liquidity profile of the Bank. The market risk as well as the
liquidity risk framework comprise of governance structure, risk
policies, and generally accepted practices and control structure
with the appropriate delegation of authority through the risk
limits.

Highlights of the risk management activities for 2021 under
Market and ALM Division are as follows:

Trading Market Risk / Price Risk

. Continuous involvement in the Treasury Management
System activities which was implemented in May 2020
(GO LIVE) up to the post implementation / production
activities;

. Value-at-Risk  (VaR) Methodology switch from
Parametric VaR to Historical VaR Methodology
effective April 5, 2021

. Daily preparation of the Historical VaR Report and
Monitoring of Stop Loss Report of different instruments
for distribution to Global Markets Group (GMG),
overseas branches and subsidiaries and monitoring of
compliance to respective VaR limit and Stop Loss limit;

. Preparation of the monthly market risk dashboards for
reporting to the ROC;

. Preparation and performance of the quarterly stress
testing of the trading portfolio (FVTPL) and accrual
portfolio (FVOCI) for reporting to the ALCO and ROC;

. Revision and updating of the Board-approved Market
Risk Management Manual to incorporate new policies,
new procedures, and updated limits;
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. Monthly validation of the Market Risk Weighted
Exposures of the Capital Adequacy Report which is
an input to the Capital Adequacy Ratio (CAR) report
(SOLO and CONSO);

. Implementation of the annual limits setting and
performed assessment of the reasonability and
relevance of trading risk limits;

. Ensured the implementation of the enhanced back
testing framework for all trading instruments;

. Submission of the Market Risk Template (FX Risk)
under the BSP Uniform Stress Testing requirement;

. Reviewed and performed risk analysis of new and
existing treasury investments on its impact to CAR;

. Submission of the VaR, Stresstesting and Backtesting
documentations/ requirements for model validation of
the Model Validation Division;

¢ Active involvement in the Derivatives License
Application to BSP (Type 2 limited dealer authority for
deliverable FX Forwards, Cross Currency Swaps, and
Asset Swaps)

*« Provided guidance and consult to GMG, overseas
branches, and subsidiaries in the review of their policy
and / or procedures manuals; and

. Further enhanced the existing automated risk reports
and expanded automation of various risk reports by
contributing inputs to the Data Modeler during the
development and conducted various user acceptance
testing sessions for these reports.

Structural Market Risk - Interest Rate Risk in the Banking Books

*  Preparation of the Interest Rate Risk in Banking
Book (IRRBB) Dashboard covering Earnings-at-Risk
(EaR) and Delta Economic Value of Equity (EVE) for
reporting to the ALCO and the ROC on a regular basis;

. Improved the computation of EaR and Delta EVE by
integrating actual loan cashflow/amortization data
and taking into account the effect of projected loan
released on Balance Sheet Market Value/Net Present
Value

. Revised the computation of Delta EVE from duration-
based to cash flow-based calculation

. Preparation of quarterly stress testing of the banking
book portfolio for reporting to the ROC;

. Conducted extensive testing of the Bank’s new Asset
Liability Management (ALM) system particularly for
automated computation and report preparation for
EaR, delta EVE and delta NIl (Net Interest Income)
which went into production in May (EaR) and
November 2021,

. Engaged with a third-party vendor to conduct
behavioral analyses for the Bank's Non-Maturing
Deposits (NMD), Time Deposit Redemption Rate
(TDRR) and loan prepayments

. Updating and set-up of policies, procedures,
assumptions and limits for interest rate risk
management in line with regulatory requirements
from the BSP as well as those recommended in BCBS
D368;

. Submission of the Market Risk Template (Trading Book
and Banking Book) under the BSP Uniform Stress
Testing requirement;

*  Submission of Delta EVE as well as revisions in EaR
calculation and framework for model validation by the
Model Validation Division; and

* Increased coordination and engagement with
internal clients such as the Global Markets Group and
Institutional Banking Sector regarding the derivation
and implementation of risk management triggers/
limits

*  Conducted extensive technical training and support to
the overseas branches and subsidiaries with respect to
preparation and monitoring of interest rate risk in the
banking book reports.

Liguidity Risk

* Active involvement in the Asset Liability Management
Systemproject(fromdraftingthebusinessrequirements
document, to data mapping, to user acceptance
testing. Asset Liability Management (with Maximum
Cumulative Outflow submodule) and Liquidity Stress
Testing modules went into production on May 14, 2021
and May 24, 2021, respectively. Currently, MALMD is
actively involved in post implementation/ production
activities) related to these modules;

. Preparation of the liquidity risk dashboard for reporting
to the ALCO and ROC on a regular basis;

. Preparation of the interim liquidity gap reports for the
Global Markets Group;

. Preparation and performance of the quarterly stress
testing for liquidity for reporting to the ROC;

. Preparation of quarterly back testing for Non-Maturing
Deposit (NMD) behavioral model for reporting to the
ROC;

. Updating of policies, procedures, assumptions, and
limits for liquidity risk management;

e Separation of the Liquidity Risk Management Manual
into policy and procedural manuals;

« Alignment of the Stress Testing Framework for
Liquidity Risk with the Bank’s Updated Contingency
Funding Plan;

*  Submission of the behavioral analysis model for NMD
and MCO model for model validation of the Model
Validation Division;

Conducted risk awareness lectures on liquidity risk
management to various training programs of the
Bank; and

. Review and performance of risk analysis of new and
existing treasury investments on its impact to the
Bank’s liquidity.

Other risk areas assigned to the Division:_

. Presentation of the risk dashboard to various Board
meetings of domestic subsidiaries on a regular basis;

. Provided guidance to domestic subsidiaries in
formulating / review of their risk management
framework (set up of limits and processes as well as
review of risk manuals);

. Involvement on the annual review of the Bank’'s ICAAP
document and Recovery Plan;

. Monitoring of the compliance of the FVOCI portfolio
with the approved Cumulative Loss Limits and
Management Action Triggers (MATs); and

*  Calculation of the Effective Cost of Funds for reporting
to ALCO on a regular basis.

*  Monitoring of trading activities versus prohibited
market practices

Credit Risk Management

The Bank is exposed to credit risk arising from the probability
that the counterparties might default on their contractual
obligations under loans and advances when due. Credit Risk
Weighted Assets (CRWA) accounts for 84% (as of December
31, 2021) of the Group’s consolidated RWA of Php804,258
million. Concentration risks are managed by defining credit
policy and institutionalizing limits per industry as a percentage
of qualifying capital.

The Group is also exposed to credit risk as a result of its trading
and investment activities, as well as a result of its activities as an
investment intermediary for its customers or for third parties.
The credit risk arising from trading and investment activities is
managed through the management of market risk.

The Credit Risk Management Division (CRMD) of RMG supports
the implementation of the risk management framework for
Asset Quality Exposures. Our asset quality rating reflects the
quantity of existing and potential credit risk associated with
loan and investment portfolios, other real estate owned, and
other assets, as well as off-balance sheet transactions.
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The Bank’s Credit Risk Management Processes are performed
coherently and collaboratively at three levels, namely:

1. Strategic Level, where the Board of Directors sets the
annual revenue goals, target market, risk acceptance
criteria; and defines strategic plans and credit risk
philosophy and credit risk culture.

2. Transactional Level, where the Risk-Taking Personnel
(RTP) (e.g., account officers, approving committees,
etc.) determines opportunities and takes risks. The
risk-taking activities at this level is congruent with the
goals, target market, risk asset acceptance criteria
(RAACQC), strategies, and risk philosophy set by the
policy-making body.

3. Portfolio Level, where the portfolio / total exposure is
captured and evaluated by independent third party,
other than risk-taking personnel (e.g., RMG, Internal
Audit Group, and Global Compliance Group). The
credit risk management of the entire loan portfolio is
under the direct oversight of the ROC.

Highlights of the risk management activities for 2021 under
Credit Risk are as follows:

1. Continued monitoring of the trend of the loan
portfolio, non-performing loans, and adequacy of loan
loss reserves, concentration risk, credit risk ratings
migration and status of non-performing accounts via
the Credit Dashboard Reports;

2. Oversight of the credit initiation and approval of
selected accounts through pre-approval review. The
Chief Risk Officer and the Head of Credit Risk sit as
resource persons in the Senior Management and
Institutional Banking Credit Committees, respectively.

3. Performed scenario analysis through stress testing
on the impact of COVID-19 affected borrowers and
industries mostly hit to assess the impact to the bank’s
NPL ratio and Capital Adequacy Ratio.

4. Stringent monitoring of industries and borrowers
affected by the impact of COVID-19.

5. lIdentified emerging risk that can have an impact to
a particular industry or group of borrowers and the
possible risk faced by the Bank.

6. Performed independent credit review on the Bank’s
large exposures and interdependent accounts,
restructured loans, accounts showing significant
increase in credit risk as well as validate the
computation of the Expected Credit Loss for each of
the accounts reviewed.
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7. Continued participation in the formulation, review of
new / revised policies and procedures within the Bank
and subsidiaries.

8. Continued stringent monitoring of Expanded Real
Estate and Real Estate Stress Test as well as other
regulatory limits (i.e., Agri-Agra and SME compliance).

9. Assisted the business units in identifying the risk
inherent on their proposed products or process.

10. Updated the credit risk manual to improve the risk
management framework for the group.

1. Assisted the subsidiaries in their compliance to
regulations, formulation of policies and procedures
and process improvement. Performed independent
credit review to determine weakness in the credit
processes.

12. Participated in the initial steps undertaken by the Bank
in its compliance to the Environmental and Social risk
requirements.

Operational Risk Management

Operational Risk Management (ORM) is at the core of our
operations, integrating risk management practices into
processes, systems, and culture. ORM'’s value lies in supporting
and challenging them to align the business control environment
with our strategy by measuring and mitigating risk exposure
and contributing to optimal return for stakeholders.

Highlights of the risk management activities for 2021 under
ORM are as follows:

1. Ongoing activities for the implementation of the
Governance, Risk and Compliance (GRC) Solution
which aims to automate and enhance the Operational
Risk Tools such as Risk and Control Self-Assessment
(RCSA), Loss Event Report (LER), and Metrics
Monitoring (KRI). This will also serve as an integrated
platform to provide a holistic view of the Bank’s risk
profile with interrelated inputs from risk management,
compliance, audit, as well as information security;

2. Conclusion of the review on the Bank's Fraud
Framework in partnership with Deloitte;

3. Leads the Enterprise Fraud Management Solution
Project activities, in coordination with business units
and vendors, for eventual implementation;

4. Leads the alignment and Board approval request for
the Bank’s risk assessment process and heat map;

5. Coordinates and monitor sustainability initiatives of
RMG and deliverables in relation to ESG Roadmap;

6. Leads review of the Reputational Risk Management
Framework in compliance to BSP Circular 1114;

7. Update of the Operational Risk Management Manual
to incorporate changes and enhancements on the
RCSA, LER and KRI process, including monitoring and
reporting;

8. Proposal of Fraud Risk Department for central
monitoring of fraud incidences and standardization of
fraud risk management process for the Bank;

9. Review and discussion of accomplished process-
based RCSA on identified critical business processes
and reporting of results to MRC and ROC, including
mitigating controls and action plans;

10. Continuous activities on alignment of risk assessments,
business process mapping, enhancement of risk
taxonomy and organizational hierarchy for build-up in
the GRC to be used by all GRC stakeholders;

1. Continuous review of new product proposals, as well
as process and procedures manual review of the
Bank’s processes, including subsidiaries;

12. Identification of High-Risk Areas for efficient
monitoring of critical risks across the organization
and continuous monitoring and reporting of top loss
events;

13. Continuous monitoring and reporting on COVID-
related risks, as well as, vaccination status of Bank
personnel;

14. Continuous monitoring and reporting of digital
platform-related and phishing incidences;

15. Discussion of KRIs with Business Units and suggested
threshold limits for monitoring and escalation;

16. Conduct of GRC and RCO Trainings on RCSA, LER and
KRI;

17. Continuous Risk Appetite awareness and risk
education performed through e-mail blasts and HR-
initiated trainings

Information Technology (including Business Continuity
Program, Project Monitoring, Business Outsourcing)

While banks have greatly benefited from the software and
systems that allow for more efficient delivery of products
and services, they have also become more susceptible to the
associated risks. Many banks now find that these technologies
are involved in more than half of their critical operational risks,
which typically include the disruption of critical processes both
from internal applications and those outsourced to vendors,
risk of breaches of sensitive customer or employee data, and
risks of coordinated denial-of-service attacks.

Because of the underlying information technology and security
risks, the use of IT / IS Risk Management Framework becomes
essential to ensure that both Information Technology and

Security Risks are properly identified, measured, managed /
controlled, monitored and reported. Further, the BSP guidelines
in managing these risks have also evolved to include not only
the technology components but also indicated the need for
analytics and response / recovery measure in case breaches
and threats turn into realities.

1. Information Technology Risk is any potential adverse
outcome, damage, loss, violation, failure or disruption
associated with the use of or reliance on computer
hardware, software, devices, systems, applications
and networks. (BSP Circular 808) It is also a business
risk that is associated with the use, ownership,
operation, involvement, influence and adoption of
IT within the Bank. It consists of IT-related events
that could potentially impact the business. IT Risk
includes Information Security Risk that could result
from non-preservation of any or all of the domains of
information security; that is, confidentiality, integrity
and availability of information asset. (ISACA Risk IT
Framework).

2. Business Continuity Risk is the risk to the Bank’s
operations due to the disruption and failure of critical
functions of the organization impacting the continued
operation of the business. These are the risks on
financial, operational, reputational, regulatory, and
legal resulting from unavailability of products, services
and manpower during disruption/s. The Bank's
Business Continuity Plan (BCP) provides for continuity
of business in instances where threats of risks including
those to internal control and physical security may
become successful in causing major damage and/or
disruptions to the Bank’s business operations. Business
Continuity Plan (BCP) defines the procedures to be
followed to recover critical functions on a limited basis
in the event of abnormal or emergency conditions and
other crises.

These risks will be mitigated by the following:

* Timely implementation and monitoring of BCP
documents such as Business Impact Analysis, Risk
Assessments, and BCP departmental manuals
programs and exercises;

. Implementing system redundancy and high
availability;

. Ensuring regular application and data backup;

*  Conducting regular business continuity testing;

* Availability of third-party documentation and
implementation on Business Continuity;
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. Conducting awareness to employees through
classroom type trainings and email advisories;

. Conducting awareness to Risk and Control
Officers on their roles and responsibilities for BCP
related requirements and BCP testing exercises;

. Ensuring all external service providers to undergo
risk assessments and are compliant to Business
Continuity Enterprise Policy; and

¢ Adhering to BSP Circular No. 951 in the
implementation of Business Continuity
Management.

Business OQutsourcing Risk is the risk to the Bank’s

operations relating to services that are outsourced
to third-party service providers. Qutsourcing and
vendor relationships present potential risks that must
be properly managed on an ongoing basis, beginning
with a sound due diligence process at the outset and
continuing with annual or more frequent reviews of
all vendor relationships. The extent of risk varies with
each outsourcing & vendor relationship.

These risks will be mitigated by the following:

. Ensuring timely implementation and monitoring
of third-party service providers’ documents,
programs, and exercises as stated in the
Outsourcing and Vendor Risk Management
Policy/ Manual;

. Ensuring periodic review on performance
evaluation;

e Ensuring implementation of risk assessments
and due diligence prior onboarding and periodic
review/oversight for existing outsourcing/vendor
engagements;

. Conducting awareness to Vendor Relationship
Managers on their roles and responsibilities for
due diligence and periodic oversight/review
requirements;

*« Availability of third-party documentation and
implementation on Business Continuity to support
the Bank’s requirements during disruptions; and

. Ensuring third-party service providers and
business units’ compliance to due diligence and
periodic oversight/review requirements stipulated
in the Enterprise Vendor Outsourcing Policy.
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4. Project Risk is the risk of failure on the implementation
of technology projects, which impacts the Bank’s
operations and service delivery. Project Health
checks are conducted to ensure that proper project
management activities are implemented and that
project risks are monitored and mitigated to reduce
the risk of project failures.

Highlights of risk management activities for IS / IT

(including BCP) for 2021:

. Completion of Business Continuity Awareness Training
for Head Office, domestic, and overseas branches;

¢ Adoption of ISO 22301 Framework for Business
Continuity Framework and Vendor Risk Monitoring;

. Completion of Bankwide Business Impact Analysis
and Risk Assessments;

. Completion of BCP Simulation Drills and Exercises;

. Project Risk Assessments - Completion of Project
Assessment for major technology projects;

. Implementation of the IT Project Management Policy
and alignment of project management monitoring
with ITG;

*  Roll-out of the enhanced IT Risk Assessment;

. Continuous monitoring of IT Key Risk Indicators;

. GRC System Project Implementation to automate and
enhance risk management tools and process such as
IT Risk Assessment (ITRA), Project Risk Assessment
(PRA), Business Impact Analysis (BIA);

. Enhancement of IT risk taxonomy;

¢ Outsourcing and Vendor Risk Management Monitoring
with inclusions of risk acceptance per engagement /
vendor; and

. Update on Vendor Outsourcing Policy with inclusions
of monitoring of Information Security, Data Privacy,
Bribery and Corruption, Expired Contracts, Business
Continuity Assessments, and Accreditation Status.

Data Privacy

We respect and value data privacy rights and we ensure that
all personal data collected from data subjects are processed in
adherence to the general principles of transparency, legitimate
purpose, and proportionality. While reasons are founded in
ethical and corporate responsibility, our privacy practices
facilitate the following:
. Good Corporate Citizenship: A sound privacy practice
is emblematic of reliable corporate citizens that
respect data subjects’ privacy.

e Business Enablement: Since the Bank uses significant
volumes of personal data, privacy becomes a
prerequisite to building enduring business relationships.

e Legal Protection. Appropriate privacy policies offer an
opportunity to eliminate allegations of unlawful usage
of personal information.

Recognizing the importance and criticality of personal
information in achieving the Bank’s vision and objectives, the
Bank’s Data Privacy Management System (see Figure 5 below)
has been developed and put in place. The system includes
security policies, organizational structures, and processes
including technical, physical and environmental components,
among others.

Figure 5: PNB Data Privacy Management System
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Our Data Privacy Management System is managed through
the continuous review, evaluation, and agreement between the
Board of Directors and Senior Management. The authority to
oversee the implementation of the system is vested upon the
ROC as delegated by the Board of Directors. We review the
performance and ensure that safe and sound management
practices are always adhered to in all of the Bank’s engagement
and transactions.

Consumer protection is also thoroughly embedded within our
data privacy management. We recognize and respect the
consumer’s right to safeguard their financial transactions with
the Bank and be heard through appropriate channels concerning
their feedback, inquiries, and / or complaints.

Highlights of the risk management activities for 2021 under the
Data Privacy are as follows:

*  Awarded as one of the top three Outstanding Personal
Information Controller of 2021 (Private Sector Group)
by the National Privacy Commission;

. Implementation of the revised PNB’s Data Privacy
Management System that includes implementation of
the Enterprise Data Privacy Policy and Sub-Policies;

. Privacy Impact Assessment process implementation;

. Implementation of the revised PNB’s Data Sharing
Agreement Guidelines;

. Data Sharing Agreement and Data Protection
Agreement implementation;

. Provided continuous Data Privacy Awareness and
Education to the Bank including integration of
basic data privacy awareness to Human Resources
Group training namely: New Employees Orientation,
Management Training Program, Junior Executive
Development Institute, and Branch Operations Training
Program;

. Revision and review of manuals, forms, and contracts to
incorporate Data Privacy requirements;

. Conducted incident monitoring and reporting to the
NPC;

*  Tracking and monitoring of the submissions for consent;
and

. Provided counsel to business units including branches,
offices, and subsidiaries, both local and overseas,
regarding Data Privacy concerns.
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Information Security / Cyber Security Risk

Cyber-threat defense involves the entire organization from top
to bottom and governance plays a critical role. Our Information
Security / Cyber Security Risk Management Framework
adopts a proactive stance to anticipate evolving and lingering
global cyber threats. This requires continuous monitoring of
threat intelligence feeds, targeted threat hunting mechanisms,
improvement and adjustment on technology, enhancement
of process and people skills, and the proper mechanisms for
incident response and recovery.

Highlights of information / cyber security risk management
activities (under our Enterprise Information Security Group) for
2021 include:

Information Security

e Partnered with an ISO-certified organization for
the continued roll-out of activities for ISO 27001
(Information Security Management System) readiness
for enterprise-wide coverage

. Strengthened oversight and monitoring on the
performance of third parties via the conduct of risk
assessments

. Closer management over remote workers in protecting
the confidentiality and integrity of corporate information

. Implemented an automated Governance, Risk and
Compliance (GRC) solution for efficient reporting of
information asset registers, status of incidents, risk
assessments for information assets and third-parties,
compliance to acceptable use of systems, etc.

. Continued upgrading of education and awareness
of its workforce aimed to instill a culture of security
consciousness and appreciation of shared responsibility
via the following activities: (1) virtual classroom training;
(2) dissemination of advisories / bulletins; (3) holding of
a Cyber Security Consciousness Week and participation
in the global Cyber Security Awareness Month where
webinars on cyber hygiene were ; (4) anti-phishing
talks; etc.

. Continued conduct of vulnerability and compromise
assessments in detecting security weaknesses in the
Bank’s information assets

. Continued monitoring on user compliance to policies,
standards and guidelines and other acceptable use
policies
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Cyber Security

. Engagement of a Cyber Threat Intelligence provider
for monitoring of cyber threats and taking proactive
measures to avert a possible cyber incident such as a
ransomware or malware attack

. Continued implementation of a Data Loss Prevention
solution in protecting confidential and sensitive
information from falling into the hands of unauthorized
persons

< Adoption of a multi-layered security mechanism for a
more secured environment

. Continued engagement with an external party for
round-the-clock vigilance on cyber threats and
escalation to the support unit within the prescribed
time

. Periodic conduct of playbook simulation to ensure
readiness in facilitating the containment, restoration
and recovery processes should incidents occur

. Conduct of forensics on specific situations, as needed

Business Intelligence Analytics and Enterprise Data
Warehouse Initiatives

The Business Intelligence and Data Warehouse Division
(BIDWD) under the Risk Management Group is tasked to
manage the design and implementation of the Enterprise Data
Warehouse (EDW) Program (stream of concurrent projects) as
defined in the EDW roadmap.

The EDW System is the single source of information for all
regulatory and management reports and analytics including
some operational reports for the Bank. In production for
almost eight years, continuous enhancements are being done
to provide more relevant reports and analytics to the various
business units. To date, there are over 1,500 reports / analytics
available in the EDW-BI system covering the following major
subject areas:

e Customer Insight / View;
. Customer Information Data Quality Monitoring
System;
. Deposit Information and Analytics;
. Compliance to Regulatory Reporting Requirements;
. On Credit Quality Assessment / Monitoring:
- Credit Risk Rating and Migration Reports and
Analytics, Decision Support Analytics
- Loan Portfolio Reports and Analytics
- Credit Facility/Loan Collateral Reports and
Analysis

. Loss Events Reporting (LER) for Operational Risk
Management;

. Executive Dashboards, Analytics, and Reports serviced
for business and support groups;

e Asset Liability Management Dashboard;

. Regulatory Reports on Credit Risk Management:
reports relating to the Expanded Real Estate Exposure
(EREE); Capital Adequacy Ratio (CAR); BSP Circular
855 Guidelines on Sound Credit Risk Management
Practices; BSP Circular 941 Regulations on Past Due
and Non-Performing Loans; and the PFRS9 compliance
project.

. Actionable Items Reports: The EDW  System
automatically generates on a daily or weekly basis
(or as needed) these actionable reports to prompt
the concerned business units to act proactively on a
particular event (e.g., loan accounts due for repricing)
or make corrective action on certain data in the source
systems (e.g., no BSP Risks Asset Classification) or files
for more accurate data and reporting.

The Bank is currently implementing the following Decision
Support Systems (DSS):
*  Asset and Liability Management System;
. Expected Credit Loss (ECL) Calculator for the Philippine
Financial Reporting Standard 9 (PFRS9); and
. Governance, Risk and Compliance System.

These DSS all have touchpoints to the EDW where most of the
Bank’s data requirements can be found. With the implementation
of these DSS, the EDW is now the central source of information,
gathering data from Source Systems and distributing pertinent
data to the different Decision Support Systems.

Internal Capital Adequacy Assessment Process (ICAAP)

The 2021 ICAAP activities is taking off from the October 2020
submission taking into account the lingering effect of the
pandemic. The uncertainties brought by the COVID situation
entailed the Bank to further identify risks and vulnerabilities
not only on the part of the Bank, but, including its customers
and counterparties. This is imperative as part of the ICAAP to
properly manage the risks and ensure there’s enough capital to
cover potential losses especially through adversity.

Figure 6: 2021 ICAAP Milestones and List of Activities

KEY DATES MILESTONES & ACTIVITIES

January - April 2021 . Review and approval of the Bank’s Material Risks

align with the new approach

. Review and approval of ICAAP Stress Scenarios and Assumptions
. Review and approval of the ICAAP Policy, including the revised ICAAP RCSA Procedures Manual to

. Revisiting of business strategies relative to the COVID impact and situation

. Extensive portfolio review and segmented borrowers

. Recalculation of potential losses and capital impact to consider impact of pandemic

. Enhancement of the Capital Adequacy Ratio monitoring process to include Pillar 2 Risk Weighted Assets
simulation, business projections and simulations

. Presentation of the ICAAP Document and Recovery Plan to Capital Management Subcom of ALCO,
MRC, BSPC, and Board for the necessary approvals

. ICAAP Document and Recovery Plan submitted to BSP in April 2021

RMG Sustainability Activities

In April 2020, BSP issued Circular 1085 on the adoption of a Sustainable Finance Framework. With the issuance of the issuance of
the Circular, banks are given a period of three years to fully comply with the Transitory Provisions. This requires the Bank to embed
sustainability principles in its strategic objectives, governance framework and risk management systems.
As RMG is part of the core working team, the following are the initial steps taken to comply with the Bank’s sustainability initiatives:
*  The Risk Oversight Committee (ROC) Charter was updated January 2021 to include monitoring of Sustainability Risks
. The Bank’s Enterprise Risk Management Framework (ERMF) was updated last February 2021 to include coverage of

sustainability risk under the risk management realm.

*  The Bank’s Credit Risk Manual was updated to align with the Sustainability Finance Framework.
* The job descriptions of Risk Management Officers were updated to incorporate their ESG-related responsibilities.
*  The Bank’s Risk Taxonomy was updated as of September 2021 to include E&S risks to be rolled-out for 2022 risk

assessments.
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. Sustainability clauses were included in the Enterprise Business Continuity and Vendor Outsourcing Manuals of the Bank,
with Board approvals dated 2021 March and April, respectively.

. Sustainability criteria/questionnaire in CSD Vendors Information form was included and implemented last October 2021.

. Possible risk on sustainability for vendors was included in the Risk Assessment Form last April 2021.

. Data privacy principles and monitoring activities are ensured to align with ESG initiatives, specifically on corporate social

Credit Risk-Weighted Assets as of December 31, 2021

The Bank adopts the standardized approach in quantifying the risk-weighted assets. Credit risk exposures are risk weighted based
on third party credit assessments of Fitch, Moody’s, Standard & Poor’s and PhilRatings agencies. The ratings of these agencies
are mapped in accordance with the BSP’s standards. The following are the consolidated credit exposures of the Bank and the

responsibility.

¢ With Trust Banking Group’s launching of its ESG fund (PNB US Equity Sustainability Leaders Equity Fund), Risk
Management has correspondingly expanded its scope to include this fund in its risk monitoring processes.

¢ The Risk Management Group, as a member of the Sustainability Technical Working Group of the Bank, participates in the
meetings with different units concerning data sources for future reporting and monitoring requirements

REGULAR CAPITAL REQUIREMENTS UNDER BASEL lll - PILLAR 1 CAPITAL ADEQUACY RATIO

The Bank’s Capital Adequacy Ratio as of December 31, 2021 stood at 13.66% on a consolidated basis while the Risk Weighted Assets
(RWA) as of the end of 2021 amounted to Php804.903 billion composed of Php677.704 billion (Credit Risk Weighted Assets -
CRWA), Php53.792 billion (Market Risk Weighted Assets - MRWA) and Php73.407 billion (Operations Risk Weighted Assets - ORWA).

Capital Adequacy Ratio

The Bank’s total regulatory requirements for the four quarters for 2021 are as follows:

corresponding risk weights:

Exposure, Exposures
Net of covered by Net

Consolidated Weighted Exposures (as of End of Every Quarter of 2021)
(Amounts in Php millions) Dec 31 Sept 30 June 30 Mar 31
CRWA 677,704 672,924 677,889 702,240
MRWA 53,792 64,443 58,107 47,445
ORWA 73,407 73,407 73,407 73,407
Total Risk-Weighted Asset 804,903 814,773 809,403 823,092
Common Equity Tier 1 Ratio 12.96% 12.06% 11.82% 1411%
Capital Conservation Buffer 6.96% 6.06% 5.82% 811%
Total Capital Adequacy Ratio 13.66% 12.75% 12.52% 14.77%

Presented below is the full reconciliation of all regulatory capital elements back to the balance sheet in the audited financial
statements as at December 31, 2021 attributable to the Bank (amounts in Php thousands):

In Php Millions Sheciiic Credit Risk ExbosUre 0% 20% 50% 75% 100% 150%
Provision Mitigants*

Cash & Cash Items 27,501 - 27,501 27,458 43 - - - -
Due from BSP 161,019 - 161,019 161,019 - - - - -
Due from Other Banks 28,731 - 28,731 - 14,01 14,030 - 689 -
Financial Asset at FVPL - - - - - - - - -
Available for Sale 1,428 - 1,428 - - - - 1,428 -
Held to Maturity (HTM) 90,176 4,653 85,523 18,286 7,846 50,342 - 9,049 -
Unguoted Debt Securities - - - - - - - - -
Loans & Receivables 628,470 4,806 623,664 621 70,013 54,626 - 470,982 27,421
Loans and Receivables Arising
from Repurchase Agreements,
Securities Lending and
Borrowing Transactions 15,797 - 15,797 15,797 - - - - -
Sales Contracts Receivable 4,470 - 4,470 - - - - 4,074 396
Real & Other Properties
Acquired 8,810 - 8,810 - - - - - 8,810
Other Assets 27,054 - 27,054 - - - - 27,054 -
Total On-Balance Sheet Asset 993,456 9,459 983,997 223,181 91,913 118,999 - 513,276 36,627
Total Risk Weighted Asset -
On-Balance Sheet - - - - 18,383 59,499 - 513,276 54,940
Total Risk Weighted Asset -
Off-Balance Sheet Asset - - - - - 609 - 28,480 -
Counterparty Risk Weighted
Asset in Banking Book - - - - - 446 - - -
Counterparty Risk Weighted
Asset in Trading Book - - - - - 1,774 - 297 -

* Credit Risk Mitigants used are cash, guarantees and warrants.

Market Risk-Weighted Assets as of December 31, 2021

The Bank’s Total Market Risk-Weighted Assets (MRWA) broken down by type of exposures (interest rate, equity, foreign exchange,
and options) are as follows:

Consolidated Weighted Exposures (as of End of Quarters 2021)
(Amounts in Php millions) Dec 31 Sept 30 June 30 Mar 31
Interest Rate Exposures 45,796 54,826 45,098 40,344
Equity Exposures 10 2,057 2,002 2164
Foreign Exchange Exposures 7,986 7,560 11,007 4,937
Options 0] 0 O 0
Total MRWA 53,792 64,443 58,107 47,445

Accounts Balance_ in Financial di#:f::é:ln:nd _Balan_ce in audited

Reporting Package St ee e S financial statements
Capital stock 61,030,594 - 61,030,594
Additional paid-in capital 32,106,560 - 32,106,560
Surplus reserves 5,032,515 418) 5,032,097
Surplus 51,228,040 3,615,548 54,843,588
Net unrealized loss on Available-for-Sale investments 3,093,627 (39,224) 3,054,403
Remeasurement losses on retirement plan (2,935,589) (73,863) (3,009,452)
Accumulated translation adjustment 867,846 (149,974) 717,872
Other equity reserves - 419,542 419,542
Share in aggregate reserves on life insurance policies - (1,038,838) (1,038,838)
Reserves of Disposal Group Classified as Held for Sale - 88,616 88,616
TOTAL 150,423,593 2,821,389 153,244,982
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MESSAGE FROM THE CORPORATE

GOVERNANCE AND SUSTAINABILITY

COMMITTEE CHAIRMAN

Chairman/Independent Director

With the pandemic continuing to stretch on, our role in shaping
recovery and helping our customers rebuild their financial health
and security has become even more pronounced. Belonging to a
heavily regulated industry, financial institutions are always called
upon not just to solidify its economic performance and register
strong financial returns, but also to make sound business
decisions and create a lasting positive impact on stakeholders.
As such, we place a special attention to corporate governance
as a relevant area of focus in our operations.

PNB’s corporate governance framework is anchored on
accountability, prudence, ethics, and responsible business
practices cutting across all levels of the enterprise. This
framework is designed to provide a solid foundation and strong
impetus for the consistent conduct of our affairs and withstand
the demands of strict and rigorous supervision, examination,
disclosure, and best practices.

As big believers of good governance, we are carefully moving
the needle in raising our governance framework towards the
adoption of prevailing best practices both at the local and
international level. The following key governance initiatives were

undertaken in 2021:
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Engaged the Institute of Corporate Directors (ICD)
to assess the structure, processes, dynamics, roles,
and overall performance of the Board and further
align our governance framework with best practices,
in compliance with the SEC's Code of Corporate
Governance for Publicly Listed Companies. The
evaluation revealed that PNB indeed has effective
systems and policies in place that ensure its successful
governance.

Review of key governance policies such as the
Manual on Corporate Governance, Code of Conduct,
and Whistleblower Policy to ensure that these are
continuously strengthened, cascaded, repeatedly
communicated, reinforced in all training programs
until the policies are embedded, and institutionalized
as part of the practices and culture throughout the
organization.

Regular dialogue among independent directors to
discuss key issues including emerging and top risks
faced by the Bank, and corresponding strategies or
action plans to effectively manage and mitigate those
risks. Independent directors also ensure the integrity
of the Bank’s internal controls and effectiveness of the
corporate governance and risk management system.

. Review of chairmanship, membership, and overall
composition of board committees to ensure compliance
with the requirements stipulated under the Bank’s
Manual on Corporate Governance, BSP’s Manual of
Regulations for Banks (MORB), and other applicable
requirements under existing laws and BSP regulations.

* Conduct of in-house orientation program for new
directors covering SEC-mandated topics on corporate
governance to ensure that they are appropriately
apprised of their duties and responsibilities, at the start
of their directorships.

. Implementation of the Bank’s Three-Year Sustainability
Transition Plan, with the objective of integrating
Environmental, Social, and Governance (ESG) principles
and criteria in all areas of our business and operations.

* Signing of the UN Women Empowerment Principles
(WEPs) to demonstrate our commitment to promote
workplace gender equality and inclusion.

* Active participation of the Bank’s senior leaders as
speakers, panelists, and contributors for webinars,
consultation meetings, studies, and book publications
on topics such as corporate governance and workplace
gender equality and inclusion.

Our efforts on this front have not gone unnoticed as we continue
to be recognized by regulators, industry observers, and external
organizations. We were cited as one of the recipients of the four-
golden arrow recognition from ICD for the recent assessment
of the ASEAN Corporate Governance Scorecard (ACGS). The
ACGS is composed of a set of questions supported by a rigorous
methodology and benchmarked against corporate governance
principles of the Organization for Economic Cooperation and
Development (OECD) as well as best practices of major publicly
listed companies in the ASEAN. Jointly developed by the Asian
Development Bank (ADB) and the ASEAN Capital Markets
Forum (ACMF), the program aims to enhance the image of
publicly listed ASEAN companies and their ability to attract
investments as well as improve the image of capital markets
towards integration into the ASEAN.

In addition, we are happy to share that our Bank received
recognitions for our sustainability initiatives and efforts in
workplace gender equality and inclusion. Our Bank was
recognized as a “Leader for Women” by Asiamoney for the
second time and was ranked as the “Best Company to Work in
the Philippines” in LinkedIn’s 2021 Philippine Top Companies. We
were also recognized as the sole “Champion for Transparency
and Reporting” in the 2021 Philippines Women’s Empowerment
Principles (WEPs) Awards. Lastly, we were honored with
the “Green Leadership Award” in the 2021 Asia Responsible
Enterprise Awards (AREA) for our internal environmental and
sustainability awareness raising campaign called the Project
PL.AN.ET. (Protect, Love, and Nurture the Environment
Together).

On that note, | am delighted to welcome Wilfrido E. Sanchez,
Isabelita M. Papa, and Lucio C. Tan lll to the PNB Board.
Their respective backgrounds in law and taxation, banking
and finance, computer science, and information technology
represent a welcome addition to the diversity of the Board
and allow them to capably perform their duties. My sincerest
gratitude and appreciation also go to Florencia G. Tarriela, Felix
Enrico R. Alfiler, and Christopher J. Nelson, who stepped down
as members of the Board during the Annual Stockholders’
Meeting in April 2021. As you transition to your new role as Board
Advisors, | have every confidence that the Board will continue to
benefit greatly from your leadership, guidance and commitment
to good governance.

I would also like to express my heartfelt thanks to all our
frontliners, employees, and members of the management team
for your work ethic and relentless dedication much more so
during trying times like this pandemic; to the Board of Directors
for the guidance and leadership; and to our customers and other
stakeholders for your continued trust and support. You have
all shaped and molded this institution to what it is today - a
successful organization well-positioned to seize opportunities
and overcome the challenges and uncertainties of the future.

(Original Signed)
FEDERICO C. PASCUAL
Corporate Governance and Sustainability Committee Chairman
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CORPORATE GOVERNANCE

PNB subscribes to the highest standards of corporate governance as we believe that good governance
supports long-term value creation. The pages ahead provide a narrative of our corporate governance
framework and its implementation. This report has been prepared in accordance with the BSP’s Manual
of Regulations for Banks (MORB), the Securities and Exchange Commission’s (SEC) Code of Corporate
Governance for Publicly Listed Companies, and prevailing best practices prescribed under the ASEAN
Corporate Governance Scorecard (ACGS).

Board of Directors

The Board of Directors serves as the governing body elected by our shareholders to exercise the corporate
powers of the Bank and conduct all its business. The Board is vested with the focal responsibility of
promoting a culture of strong governance in the organization, through adopted policies and displayed
practices. It approves and oversees the implementation of our governance framework.

Board Committees

The Board of Directors has created eight committees to increase its efficiency and allow deeper focus
in specific areas of our operations. The scope of authority, duties, and responsibilities of each Board
committee are adequately defined, documented, and clearly communicated in their respective charters.
The extent to which authorities are delegated and the corresponding accountabilities are regularly
reviewed and approved by the Board.

The Chairman, Vice Chairman, and President and CEO

The positions of Chairman of the Board and President and Chief Executive Officer are held by separate
individuals to achieve an appropriate balance of power and improve the capacity of the Board for decision-
making independent of management. The separation of the roles ensures the fair division of powers,
increased accountability, and enhanced governance.

The Chairman of the Board is Federico C. Pascual, who has held the position since 2021. He ensures the
effective functioning of the Board, including maintaining a relationship of trust with individual directors.
He makes certain that the meeting agenda focuses on strategic matters, including discussions on risk
appetite, and key governance concerns.

The Vice Chairman is Leonilo G. Coronel. He has served as Vice Chairman since 2021. He acts as the
Chairman of the Board, either in the absence of the Chairman or as required by the Chairman and carries
out additional leadership duties.

The President and CEO is Wick A. Veloso. He assumed the position in 2018. As President and CEO, he
is the overall-in-charge for the management of the business and affairs of the Bank as governed by the
strategic direction and risk appetite approved by the Board. He communicates and implements our vision,
mission, values, and overall strategy.

The complete profile of the Chairman, Vice Chairman, and President and CEO can be found on the Profiles
of the Board of Directors.
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Our Governance Structure
GRI102-18

CHAIRPERSON
FEDERICO C. PASCUAL

Key Role

Responsible for providing leadership
in the Board of Directors and ensuring
effective functioning of the Board, its
committees, and individual directors

CORPORATE GOVERNANCE AND
SUSTAINABILITY COMMITTEE

Chairperson Members

Federico C. Pascual  Wilfrido E. Sanchez
Independent Director Isabelita M. Papa

Domingo H. Yap

BOARD AUDIT AND COMPLIANCE COMMITTEE
Chairperson Members

Isabelita M. Papa Edgar A. Cua
Independent Director Michael G. Tan

RISK OVERSIGHT COMMITTEE

Chairperson Members
Edgar A. Cua |sabelita M. Papa Wilfrido E. Sanchez
Independent Director Florido P. Casuela Vivienne K. Tan

LLeonilo G. Coronel

BOARD OVERSIGHT RPT COMMITTEE
Chairperson Members

Domingo H. Yap Edgar A. Cua
Independent Director Federico C. Pascual

EXECUTIVE COMMITTEE

Chairperson Members

Leonilo G. Coronel Florido P. Casuela Vivienne K. Tan

Non-Executive Director Sheila T. Pascual Wick A. Veloso
Lucio C. Tan Il Federico C. Pascual
Michael G. Tan Wilfrido E. Sanchez

TRUST COMMITTEE
Chairperson Members
Florido P. Casuela Sheila T. Pascual
Non-Executive Director | epnilo G. Coronel
Vivienne K. Tan
Federico C. Pascual
Wilfrido E. Sanchez
Wick A. Veloso

BOARD OF DIRECTORS
15 Directors

9 non-executive
5 independent

1 executive

Key Role

Responsible for approving objectives and strategies of
the Bank, overseeing management’s implementation
thereof, and maximizing the Bank’s long-term success
and creating sustainable value for its stakeholders

BOARD IT GOVERNANCE COMMITTEE

Chairperson Members

Vivienne K. Tan Lucio C. Tan Il
Non-Executive Florido P. Casuela
Director Edgar A. Cua

Isabelita M. Papa
Wick A. Veloso

BOARD STRATEGY AND POLICY COMMITTEE

Chairperson Members
Leonilo G. Federico C. Pascual
Coronel Florido P. Casuela

Non-Executive Edgar A. Cua
Director Isabelita M. Papa
Sheila T. Pascual

Wilfrido E. Sanchez
Lucio C. Tan Il
Michael G. Tan
Vivienne K. Tan
Wick A. Veloso

MANAGEMENT COMMITTEE

Chairperson Members

Wick A. Veloso Yolanda M. Albano

Executive Director, Cenon C. Audencial, Jr.

president & CEO  Manyel C. Bahena, Jr.
Paolo Eugenio J. Baltao
Roberto D. Baltazar

Jose German M.
Licup

Maria Paz D. Lim

Manuel Antonio G.
Lisbona

Christine Grace A. Bandol Noel C. Malabag

Damasen Paul C. Cid

Socorro D. Corpus (OIC)

Isagani A. Cortes

Juliet S. Dytoc (OIC)

Claro P. Fernandez

Aidell Amor R. Gregorio
(QIC)

Alexander Grenz

Marie Fe Liza S. Jayme

Maria Adelia A. Joson

Michael M. Morallos

Roland V. Oscuro

Aida M. Padilla

Leia V. Regala-
Teodoro (OIC)

Analisa I. San Pedro
[(el[®))

Joy Jasmin R. Santos

Gerry B. Valenciano

Nanette O. Vergara
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Board Advisors

As provided for under the Corporate Governance Manual,
the Bank may appoint Board Advisors with qualities that
complement the existing competencies and skillsets of the
Board which enables them to provide advisory support. PNB
has five Board Advisors: Florencia G. Tarriela, Felix Enrico R.
Alfiler, Christopher J. Nelson, William T. Lim, and Chester Y. Luy.

Board Advisors provide advice and guidance on strategic
direction, governance matters, risk management, and other
relevant issues that the Board is confronted with. As such,
they may attend meetings of the Board and the eight Board
committees.

Unlike the Board members, Board Advisors do not have the
authority to vote on corporate matters.

Corporate Secretary

The Corporate Secretary assists the Board of Directors and
the Board committees in the conduct of their meetings. She
plays a significant role in supporting the Board in discharging
its responsibilities. Functions include safekeeping of and the
preservation of the integrity of the minutes of the meetings and
ensuring that the Board members have accurate information
that will enable them to form sound decisions on matters that
require their approval.

Board members are given separate and independent access to
the Corporate Secretary at all times.

The Corporate Secretary of the Bank is Atty. Ruth Pamela E.
Tanghal, a Filipino and a resident of the Philippines. She assumed
the position in 2020. She is legally trained, with experience in
legal matters, and company secretarial practices.

Chief Compliance Officer

The Chief Compliance Officer (CCO) implements and manages
the enterprise-wide compliance program covering domestic
and foreign branches, offices, subsidiaries, and affiliates. Our
CCO is Atty. Isagani A. Cortes who assumed the position in
2019. He is also the Head of Global Compliance Group and the
designated Corporate Governance Executive, tasked to assist
the Board of Directors in performing its corporate governance
oversight functions.
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Chief Risk Officer

The Chief Risk Officer (CRO) supervises the enterprise risk
management (ERM) process and communicates the top
risks and the status of implementation of risk management
strategies and action plans to the Board. The Officer-in-Charge
(OIC) of the Risk Management Group is Juliet S. Dytoc who
assumed the position in 2022.

Chief Audit Executive

The Chief Audit Executive (CAE) is responsible for developing
and managing a broad, comprehensive program of internal
auditing covering the Bank, its subsidiaries, and overseas
businesses to provide the Board with independent assessment
that key organizational and procedural controls and risk
management systems are adequate, effective, and complied
with. The Officer-in-Charge (OIC) of the Internal Audit Group is
Analisa |. San Pedro, who has held the position since 2021.

Management Committee

PNB’s Management Committee is composed of top-tier
professionals who are well-accomplished in their respective
fields. The Management Committee executes the Bank’s
strategy and drives business performance. It is headed by the
President and CEO, supported by the Chief of Staff.

Legal Vehicles, Business, and Support Groups

As alarge, diversified banking group, we have two classifications
of business vehicles: domestic subsidiaries, and foreign
branches, subsidiaries, and offices.

Within the parent bank, we have different business and support
groups that work in unison to achieve our shared mission of
becoming a leading provider of financial solutions. Each of the
major groups is led by a Sector or Group Head who reports
directly to the President and CEO.

BOARD MATTERS

Board Composition

The Bank has fifteen Board members with a broad range of
experience and deep industry expertise. They are elected by
the shareholders during the annual meeting of the stockholders
and hold office for the ensuing year until their successors are
elected and qualified. Our directors possess all the qualifications
and none of the disqualifications under existing laws and BSP
regulations.

The President and CEO, who has executive responsibility of
day-to-day operations, is elected as the sole executive director
while the other members are non-executive directors (NEDs)
who do not perform any work related to the operations of the
Bank.

Among the Board members are five independent directors.
They are independent of management and free from any
business or other relationship which could materially interfere
with the exercise of independent judgment in fulfilling their
responsibilities as directors.

The Corporate Governance and Sustainability Committee
reviewed the composition and membership of the Board
and Board committees and identified the quality, existing
competencies, and skillsets of directors aligned with the Bank’s
strategic direction.

At the Annual Stockholders’ Meeting (ASM) in 2021, the
following changes in the Board composition were approved by
the stockholders:

* Florencia G. Tarriela and Felix Enrico R. Alfiler stepped
down as Chairman and Vice Chairman of the Board in
compliance with the nine-year term limit for independent
directors prescribed under the MORB.

* Christopher J. Nelson also stepped down as Board
member effective April 27, 2021.

* Wilfrido E. Sanchez, Angelito M. Villanueva, and Lucio C.
Tan Il joined the Board effective April 27, 2021.

B Male

M Female

H 20-29
[ 50-59
M 60-69
M 70-79
M 80-89
M 90-99

B Non-Executive

M Independent

Directorship e

B Executive

2 Out of 8 Board Committees
are chaired by Women.
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During the year, Angelito M. Villanueva stepped down from the
Board due to health reasons effective June 27,2021. He is former
Chairman of the Board Audit and Compliance Committee, Vice
Chairman of the Risk Oversight Committee, and member of
the Corporate Governance and Sustainability Committee and
Board Strategy and Policy Committee.

Subsequently, Isabelita M. Papa joined the Board to serve
the unexpired term of Mr. Angelito M. Villanueva effective
August 5, 2021.

Following the ASM held in April 2021 and the appointment
of Isabelita M. Papa in August 2021, the Board of Directors
conductedaseries of organizational reviews of the chairmanship,
membership and overall composition of the board committees.
The composition of the eight board committees remained
compliant with the applicable BSP and SEC regulations, as
well as the standards of the ASEAN Corporate Governance
Scorecard. The latest composition can be found under the
Board Committees section of this report.

Skills, Competency, and Diversity

We are committed to building an open and inclusive culture
and recognize the benefits of having a Board with diverse
backgrounds and experience. The current make-up of our
Board reflects diversity in gender, age, knowledge, and skills.

In designing the Board’s composition, diversity shall be
considered from various aspects including but not limited to
age, gender, ethnicity, cultural and educational background,
skills, competence and knowledge. The Board shall also strive
to ensure that there is appropriate representation of women in
the Board.

Such diversity will allow the Board to raise challenging
questions, contribute to problem-solving, avoid groupthink and
ensure that optimal decision-making is achieved.

Consistent with our implementation of the ASEAN Corporate
Governance Scorecard, the Bank continuously strives to meet
the following:

« At least 50% of the members of the Board have
educational background in  banking and finance,
accounting, economics, or law;

* At least 50% of the members of the Board have relevant
skills and experience in the areas of banking and finance,
accounting, economics, or law; and

» At least one female independent director.
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By December 31, 2021, the Bank met the above-mentioned
diversity targets. We have four female directors in the Board, one
of whom is independent. The Board members also have diverse
educational background, expertise, corporate qualifications,
and professional experience including accounting, auditing,
aviation and travel, banking and finance, business acumen,
consumer goods, economics, general management expertise,
legal expertise, manufacturing, real estate, and tobacco.

Nomination and Election of Directors

The criteria for the nomination and election of Board members
comprise of knowledge, skills, experience, a record of integrity
and good reputation and the ability to promote smooth
interaction between Board members. Further, in the case of
non-executive directors, the criteria include independence of
mind, given their responsibilities to the Board and in light of the
Bank’s business and risk profile.

External sources were consulted in sourcing potential and
qualified directors, including the Institute of Corporate Directors
(ICD) and annual reports of other listed companies. As a matter
of practice, all shareholders were also invited to recommend
nominees for election as a director of the Bank.

The Corporate Secretary presented all nominations to the
Corporate Governance and Sustainability Committee, together
with the profiles of each nominee that included, among others,
their qualifications and experiences, academic and professional
backgrounds, and expertise relevant and beneficial to the
business of the Bank.

Prior to the Annual Stockholders’ Meeting (ASM), the
Committee pre-screened the qualifications of the nominees,
conducted the nomination procedure, and prepared the final
list of all qualified candidates.

Meetings and Attendance

Board meetings are held monthly, and the schedule is set
before the start of the financial year. The Corporate Secretary
issues the annual Board calendar every December for the
ensuing year.

Matters requiring decision and approval and matters which are
for the Board’s information are clearly set out in the detailed
agenda. The Corporate Secretary informs the Board members
of the agenda of their meetings and distributes materials at least
five business days prior to the scheduled meeting. She likewise
ensures that the members possess accurate information that
enables them to make sound decisions on matters that require
their approval. The Chairman encourages openness and debate
at Board meetings and directors participate actively in Board
discussions and share their insights on issues and matters
tabled.

Two-thirds (2/3) of the directors shall be necessary at all
meetings to constitute a quorum for the transaction of any
business. In the absence of a quorum at any regular or special
meeting, the Board shall adjourn at a later date and shall not
transact any business until a quorum is secured.

In 2021, the Board held a total of twenty-six meetings:
twelve regular meetings, thirteen special meetings, and one
organizational meeting. Each Board member complied with
the SEC’s minimum attendance requirement of 50%.

No. of Meetings

Name % Present

Attended

Federico C. Pascual 26 100.00
Leonilo G. Coronel 26 100.00
Florido P. Casuela 26 100.00
Edgar A. Cua 26 100.00
Estelito P. Mendoza 16 61.54

Isabelita M. Papa 10® 100.00
Wilfrido E. Sanchez 18 ® 100.00
Carmen K. Tan 25 96.15

Lucio C. Tan 23 88.46
Lucio C. Tan Il 18 @ 100.00
Michael G. Tan 26 100.00
Sheila T. Pascual 25 96.15

Vivienne K. Tan 26 100.00
Wick A. Veloso 26 100.00
Domingo H. Yap 26 100.00
Florencia G. Tarriela 8 @ 100.00
Felix Enrico R. Alfiler 8® 100.00
Christopher J. Nelson 8® 100.00
Angelito M. Villanueva 3@ 75.00

@10 out of 10, from her election as member of the Board effective August 5, 2021

® 18 out of 18, from his election as member of the Board effective April 27, 2021

©18 out of 18, from his election as member of the Board effective April 27, 2021

@ 8 out of 8, stepped down as Chairman of the Board effective April 27, 2021

® 8 out of 8, stepped down as Vice Chairman of the Board effective April 27, 2021

® 8 out of 8, stepped down as member of the Board effective April 27, 2021

@ 3 out of 4, from his election as as member of the Board effective April 27, 2021 until
his resignation effective June 27, 2021

In addition to the regular and special meetings of the Board,
non-executive directors also meet regularly, other than in
meetings of the audit, risk oversight, corporate governance,
and related party transactions committees, in the absence of
senior management, with the external auditor and heads of the
internal audit, compliance and risk management functions. The
non-executive directors’ meeting was held on September 27,
2021 to tackle the audit planning presentation of the Bank’s
external auditor.

On October 28, 2021, the independent directors met without
the presence of any executives to discuss the performance of
management, emerging and top risks faced by the Bank, and
corresponding strategies or action plans to effectively manage
and mitigate those risks.

Remuneration

The remuneration and fringe benefits of Board members
consisted of per diem for every Board and Board committee
meeting and non-cash benefits such as healthcare plan, group
life insurance, and group accident insurance.

The total per diem given to the Board, the total compensation
of the President and CEO, and the list of the four most highly
compensated executive officers were disclosed in the Definitive
Information Statement sent to all shareholders.

No proposal on remuneration for directors was presented to
the shareholders for approval in the 2021 ASM.

Retirement and Term Limit

As a matter of policy, a Board member is expected to remain fit
and proper for the position of a director for the duration of his
term, in accordance with the requirements and qualifications
set out under the Bank's Corporate Governance Manual,
Manual of Regulations for Banks (MORB), and other applicable
requirements under existing laws and BSP regulations. Towards
this end, the Bank believes that adopting a fixed limit on director
tenure is counterproductive as it may lead to retirement of
qualified and well-seasoned directors.
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The director has the burden to prove that he possesses all
the minimum qualifications and none of the disqualifications
set forth in the MORB. He shall continue to be mentally and
physically fit to perform his responsibilities, manifested by his
attendance and active participation during Board meetings,
continuing training and education, and continued dialogue with
other directors and key officers of the Bank, among others.

In the event a director no longer has the required fitness, he
shall inform the Board of his intent to retire or refrain from
seeking re-election.

As for the term limit, an independent director of the Bank
may only serve as such for a maximum cumulative term of
nine (9) years. After which, the independent director shall be
perpetually barred from serving as independent director in the
Bank, but may continue to serve as regular director. The nine
(9) year maximum cumulative term for independent directors
shall be reckoned from 2012. As of December 31, 2021, the Bank
has no independent director who has served for more than nine
(9) years.

Board Performance Evaluation

Good corporate governance improves Board performance.
As such, the Board continuously seeks ways to assess
its performance as individual directors and as a collegial
body, identifying strengths and areas for improvement, and
establishing mechanisms for addressing the results thereof.

The Board of Directors participates in an annual self-assessment
exercise to assess their individual and collective performance.
This exercise is also designed to determine and measure the
adherence of management to corporate governance practices.
The questionnaire covers comprehensive evaluation criteria
focused on matters such as the director’s time commitment
and independence, governance landscape, ethical culture
in the organization, risk governance, fitness and propriety of
Board and Management, and internal controls.

The Board performance evaluation is facilitated by the CCO.
He consolidates and reviews the responses and presents the
summary of results and significant findings to the Corporate
Governance and Sustainability Committee.

The Corporate Governance and Sustainability Committee

shall then ensure that the results of the Board performance
evaluation are shared, discussed, and that concrete action
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plans are developed and implemented to address the identified
areas for improvement.

In compliance with the SEC’s Code of Corporate Governance
for Publicly Listed Companies, we have engaged the Institute
of Corporate Directors (ICD) to assess the structure, processes,
dynamics, roles, and overall performance of the Board and
further align our governance framework with best practices.
The engagement culminated in May 2021 with favorable results
and feedback from ICD facilitators Mr. Geocel Olanday and
Ms. Rose Javier. The results of the performance evaluation
confirmed that PNB is considered as one of the model
enterprises for corporate governance in the Philippines and
that the Bank indeed has effective systems and policies in place
that ensure its successful governance.

Orientation and Continuing Education

The Board of Directors values ongoing professional
development and actively participates in training programs
annually to keep abreast of key issues and developments in the
industry. Professional development may relate to a particular
subject area, committee membership, or key developments in
PNB’s external environment, market or operations.

The Chairman of the Board ensures the conduct of proper
orientation for first-time directors and provide training
opportunities for all directors. Board members are encouraged
to consult the Chairman if they consider that they personally,
or the Board as a whole, would benefit from specific education
or training regarding matters that fall within the responsibility
of the Board or relate to the business of PNB.

As of December 31, 2021, all fifteen directors complied with the
four-hour annual continuing training requirement. On top of the
annual Corporate Governance Seminar conducted by SGV &
Co. and hosted by the Lucio Tan Group of Companies, directors
have also attended online courses on various topics provided
by industry experts, including ICD and the Association of Bank
Compliance Officers. Certificates of attendance have been
submitted to SEC and disclosed to PSE.

The CCO likewise organized an in-house orientation program
for new directors covering SEC-mandated topics on corporate
governance to ensure that they are properly oriented upon
joining the Board and that they are appropriately apprised
of their duties and responsibilities, at the start of their
directorships.

LT ATl LRI Trainin:ﬁits{itution
Federico C. Pascual Corporate Governance Seminar August 26, 2021 SGV & Co.
Leonilo G. Coronel Corporate Governance Seminar August 26, 2021 SGV & Co.
Florido P. Casuela Corporate Governance Seminar August 26, 2021 SGV & Co.
Edgar A. Cua Corporate Governance Seminar August 26, 2021 SGV & Co.
Estelito P. Mendoza Corporate Governance Seminar August 26, 2021 SGV & Co.
Isabelita M. Papa Corporate Governance Seminar August 26, 2021 SGV & Co.
Wilfrido E. Sanchez Corporate Governance Seminar August 26, 2021 SGV & Co.
Carmen K. Tan Corporate Governance Seminar August 26, 2021 SGV & Co.
Lucio C. Tan Corporate Governance Seminar August 26, 2021 SGV & Co.
Lucio C. Tan lll Corporate Governance Seminar August 26, 2021 SGV & Co.
Michael G. Tan Corporate Governance Seminar August 26, 2021 SGV & Co.
Sheila T. Pascual Corporate Governance Seminar August 26, 2021 SGV & Co.
Vivienne K. Tan Corporate Governance Seminar August 26, 2021 SGV & Co.
Wick A. Veloso Corporate Governance Seminar August 26, 2021 SGV & Co.
Domingo H. Yap Corporate Governance Seminar August 26, 2021 SGV & Co.
Ruth Pamela E. Tanghal Corporate Governance Seminar August 26, 2021 SGV & Co.

Shareholdings

A director is required to advise the Corporate Secretary of his or her shareholdings in the Bank within three (3) business days after

his or her appointment or any acquisition, disposal, or change in his or shareholdings. In this regard, all directors shall disclose and

report to the Bank any dealings in the Bank’s shares within three (3) business days of such dealings in order for the Bank to make
the necessary disclosures with the Philippine Stock Exchange and the SEC by filing the requisite SEC Form 23-B.

Directors, Management, and employees considered as “insiders” are prohibited from selling or buying a security of PNB or another
company while in possession of material information with respect to the issuer or the security that is not generally available to the

public.

Name

No. of Direct PNB
Shares as of
December 31, 2021

No. of Indirect PNB
Shares as of
December 31, 2021

Total Direct and

Indirect PNB Shares as
of December 31, 2021

% of Shares Held to Total

Outstanding Shares of Bank

Federico C. Pascual 38 1 39 0.0000025561
Leonilo G. Coronel 0 1 1 0.0000000655
Florido P. Casuela 0 162 162 0.0000106176
Edgar A. Cua 100 0 100 0.0000065541
Estelito P. Mendoza 0 1,150 1150 0.0000753720
|sabelita M. Papa ) 1 1 0.0000000655
Wilfrido E. Sanchez ¢} 1 1 0.0000000655
Carmen K. Tan 0 5000 5000 0.0003277045
Lucio C. Tan 14,843,119 0 14,843,119 0.9728313639
Lucio C. Tan Il 300 o] 300 0.0000196623
Michael G. Tan 250 62,000 62,250 0.0040799210
Sheila T. Pascual 100 10 110 0.0000072095
Vivienne K. Tan 0 10 10 0.0000006554
Wick A. Veloso 0 418,395 418,395 0.0274219845
Domingo H. Yap 0 1 1 0.0000000655
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Concurrent Directorships

A non-executive director may concurrently serve as director of a maximum of five publicly listed companies. In applying this
provision to concurrent directorship in entities within the conglomerate, each entity where the non-executive director is concurrently
serving as a director shall be separately considered in assessing compliance to this requirement. As of December 31, 2021, all fifteen
directors have complied with the prescribed limit on concurrent directorships.

A director of the Bank must notify the Board of Directors before accepting a directorship in another company.

BOARD COMMITTEES

The Board of Directors has delegated certain functions to eight committees to enable a more focused and specialized attention
on specific areas. These are the Board Audit and Compliance Committee (BACC), Board IT Governance Committee (BITGC),

Board Oversight RPT Committee (BORC), Board Strategy and Policy Committee (BSPC), Corporate Governance and Sustainability
Committee, Executive Committee (EXCOM), Risk Oversight Committee (ROC), and Trust Committee.

gETe Board IT ee eET Corporate Risk
Name Audit and G Oversight Strategy Governance Executive Oversight Trust
Compliance overnance RPT and Policy 9
) M M

Federico C. Pascual M VC C (Non-voting) (Non-voting)
Leonilo G. Coronel C C M M
Florido P. Casuela M M VC M C
Edgar A. Cua VC M VC M C
Estelito P. Mendoza
Isabelita M. Papa C M M M VC

e M M
Wilfrido E. Sanchez M VvC (Non-voting) M (Non-voting)
Carmen K. Tan
Lucio C. Tan
Lucio C. Tan lll VC M M
Michael G. Tan M M M
Sheila T. Pascual M M VC
Vivienne K. Tan C M M M M
Wick A. Veloso M M M M
Domingo H. Yap C M
Legend:

C - Chairman
VC - Vice Chairman
M - Member

Board Audit and Compliance Committee (BACC)

Mandate:
e Assists the Board in the performance of its oversight responsibility relating to financial reporting process, systems of
internal control, audit process, and monitoring of compliance with applicable laws, rules and regulations

Structure and membership:
. Chaired by an independent director
. Composed of two independent directors and one non-executive director
*  The membership, composition, and independence of the BACC meets the requirements under existing laws, BSP and SEC
regulations, and the ASEAN Corporate Governance Scorecard.
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Meetings and Attendance:
. In 2021, BACC held a total of twenty-one meetings.
*»  The committee charter stipulates that meetings shall be held at least four times a year. Special meetings may be convened,
as necessary. Meetings can only be held if attended by majority of the members; but the vote of the majority of the
quorum which in no case is less than two members is required to approve any act in all the meetings of the committee.

Name Role No. of meetings attended % Present
Isabelita M. Papa Chairman, Independent Director 8® 100.00
Edgar A. Cua Vice Chairman, Independent Director 21 100.00
Michael G. Tan Member, Non-executive Director 14 ® 100.00
Angelito M. Villanueva Chairman, Independent Director 2@ 100.00
Florencia G. Tarriela Member, Independent Director 7 @ 100.00
Felix Enrico R. Alfiler Member, Independent Director 7 © 100.00

@ 8 out 8, from her appointment as Chairman effective August 27, 2021

® 14 out 14, from his appointment as member effective April 27, 2021

©2 out of 3, from his election as Chairman effective April 27, 2021 until his resignation effective June 27, 2021
@ 7 out of 7, stepped down as member effective April 27, 2021

© 7 out of 7, stepped down as member effective April 27, 2021

Board IT Governance Committee (BITGC)

Mandate:
. Reviews and endorses for approval of the Board the enterprise IT strategic plans of the parent bank, its subsidiaries, and
affiliates
. Reviews and monitors significant IT concerns including disruption, cyber security, and disaster recovery to ensure that all
key risks are identified, managed and reported to the Board

Structure and membership:
. BITGC consists of six members: three non-executive directors, two independent directors, and one executive director

Meetings and Attendance:
. In 2021, BITGC held a total of twelve meetings.
*  The committee charter stipulates that meetings shall be held at least every month. Meetings can only be held if attended
by a majority of the members less one member; but the vote of the majority of the quorum which in no case is less than
two members is required to approve any act in all the meetings of the committee.

Name Role No. of meetings attended % Present

Vivienne K. Tan Chairman, Non-executive Director 12 100.00
Lucio C. Tan Il Vice Chairman, Non-executive Director 4@ 50.00
Florido P. Casuela Member, Non-executive Director 12 100.00
Edgar A. Cua Member, Independent Director 7 ® 100.00
Isabelita M. Papa Member, Independent Director 4 © 100.00
Wick A. Veloso Member, Executive Director N 91.67

Leonilo G. Coronel Member, Non-executive Director 8@ 100.00
Christopher J. Nelson Member, Non-executive Director 4@ 100.00
Florencia G. Tarriela Member, Independent Director 4® 100.00

@ 4 out of 8, from his election as Vice Chairman effective April 27, 2021
® 7 out of 7, from his election as member effective May 28, 2021

© 4 out of 4, from her election as member effective August 27, 2021
@11 out of 11, stepped down as member effective August 27, 2021

© 4 out of 4, stepped down as member effective April 27, 2021

® 4 out of 4, stepped down as member effective April 27, 2021
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Board Oversight RPT Committee (BORC)

Mandate:
. Oversees the evaluation of RPTs that present the risk of potential abuse and evaluates all material RPTs to ensure that
these are conducted in the normal course of business

Structure and membership:
. Composed entirely of independent directors
. Chaired by an independent director
. Chairman of the BORC is not the Chairperson of the Board or of any other Board committee
*  The Chief Compliance Officer (CCO) and the Chief Audit Executive (CAE) also sit as non-voting members of the
committee.

Meetings and Attendance:
. In 2021, BORC held a total of fourteen meetings.
«  The committee charter stipulates that BORC shall conduct monthly meetings or as necessary. Meetings can only be held
if attended by a majority of the members; but the vote of the majority of the quorum which in no case is less than two
members is required to approve any act in all the meetings of the committee.

Name Role No. of meetings attended % Present
Domingo H. Yap Chairman, Independent Director 14 100.00
Edgar A. Cua Vice Chairman, Independent Director 14 100.00
Federico C. Pascual Member, Independent Director 14 100.00
Isagani A. Cortes Non-voting Member 14 100.00
Samuel G. Lazaro Non-voting Member 12 ® 100.00
Analisa |. San Pedro Non-voting Member 2® 100.00

@12 out of 12; stepped down as Officer-in-Charge of Internal Audit Group effective November 1, 2021
® 2 out of 2; appointed as Officer-in-Charge of Internal Audit Group effective November 2, 2021

Board Strategy and Policy Committee (BSPC)

Mandate:
. Serves as the governing Board committee in exercising authority and delegating to Management the implementation of
the Board-approved strategic plans and policies

Structure and membership:
. BSPC consists of eleven members: four independent directors, six non-executive directors and one executive director.

Meetings and Attendance:
. In 2021, BSPC held a total of thirty-nine meetings.
«  The committee charter stipulates that regular meetings shall be held at least every month. Meetings can only be held if
attended by a majority of the members.

68 Philippine National Bank Annual Report 2021

Name Role No. of meetings attended % Present

Leonilo G. Coronel Chairman, Non-executive Director 39 100.00
Federico C. Pascual Vice Chairman, Independent Director 39 100.00
Florido P. Casuela Member, Non-executive Director 38 97.44

Edgar A. Cua Member, Independent Director 39 100.00
Isabelita M. Papa Member, Independent Director 6 @ 100.00
Sheila T. Pascual Member, Non-executive Director 39 100.00
Wilfrido E. Sanchez Member, Independent Director 28 ® 100.00
Lucio C. Tan Il Member, Non-executive Director 23 © 82.14

Michael G. Tan Member, Non-executive Director 39 100.00
Vivienne K. Tan Member, Non-executive Director 39 100.00
Wick A. Veloso Member, Executive Director 39 100.00
Felix Enrico R. Alfiler Chairman, Independent Director 1@ 100.00
Christopher J. Nelson Member, Non-executive Director 1m® 100.00
Florencia G. Tarriela Member, Independent Director 11O 100.00
Angelito M. Villanueva Member, Independent Director 2@ 50.00

@16 out of 16, from her election as member effective August 27, 2021

® 28 out of 28, from his election as member effective April 27, 2021

© 23 out of 28, from his election as member effective April 27, 2021

@17 out of 11, stepped down as Chairman effective April 27, 2021

© 11 out of 11, stepped down as member effective April 27, 2021

™17 out of 11, stepped down as member effective April 27, 2021

@ 2 out of 4, from his election as member effective April 27, 2021 until his resignation effective June 27, 2021

Corporate Governance and Sustainability Committee

Mandate:
* Assists the Board in the performance of its governance responsibilities, including the functions of the Nomination and
Remuneration Committee, ensuring compliance with and proper observance of good corporate governance
*  Oversees the consistent implementation of the Bank’s sustainability framework

Structure and membership:
e Chaired by the Chairperson of the Board who is an independent director
«  Composed entirely of independent directors

Meetings and Attendance:
. In 2021, the committee held a total of fifteen meetings.
«  The committee charter stipulates that meetings shall be held at least every month. Meetings can only be held if attended
by a majority of the members; but the vote of the majority of the quorum which in no case is less than two members is
required to approve any act in all the meetings of the committee.

Name Role No. of meetings attended % Present
Federico C. Pascual Chairman, Independent Director 15 100.00
Wilfrido E. Sanchez Vice Chairman, Independent Director 9® 100.00
|sabelita M. Papa Member, Independent Director 4 ® 100.00
Domingo H. Yap Member, Independent Director 15 100.00
Florencia G. Tarriela Chairman, Independent Director 6 © 100.00
Felix Enrico R. Alfiler Member, Independent Director 6 @ 100.00
Angelito M. Villanueva Member, Independent Director 1@® 50.00

®9 out of 9, from his election as Vice Chairman effective April 27, 2021

® 4 out of 4, from her election as member effective August 27, 2021

© 6 out of 6, stepped down as Chairman effective April 27, 2021

@ 6 out of 6, stepped down as member effective April 27, 2021

© 71 out of 2, from his election as member effective April 27, 2021 until his resignation effective June 27, 2021
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Executive Committee

Mandate:
e Assists the Board in the review of proposals regarding credit facilities, investments in financial assets, borrowings, and
other credit or transactional matters in line with the Bank’s strategic goals

Structure and membership:

e The membership and composition of the committee complies with the requirements of the Revised Corporation Code
and other applicable laws.

«  The committee consists of nine members: six non-executive directors, two independent directors, and one executive
director.

. Independent directors may be appointed as non-voting members and may assume an advisory capacity to the
committee. Non-voting members shall not vote with respect to any determination and proposal requiring the approval
or notation of the committee and shall not count towards a quorum at any meeting.

Meetings and Attendance:
. In 2021, the Executive Committee held a total of fifty-two meetings.
e The presence of a majority of the members of the committee shall constitute a quorum. The unanimous vote of all the
members present at the meeting shall be required to approve any act in all the meetings of the committee, otherwise
the proposal under consideration shall be elevated to the Board for approval.

Meetings and Attendance:
. In 2021, ROC held a total of thirty-two meetings.
. The committee charter stipulates that regular meetings shall be held at least every month. Meetings can only be held if
attended by a majority of the members; but the vote of the majority of the quorum is required to approve any act in all
the meetings of the committee.

Name Role No. of meetings attended % Present

Leonilo G. Coronel Chairman, Non-executive Director 52 100.00
Florido P. Casuela Vice Chairman, Non-executive Director 52 100.00
Sheila T. Pascual Member, Non-executive Director 50 96.15

Lucio C. Tan llI Member, Non-executive Director 28 @ 7778

Michael G. Tan Member, Non-executive Director 51 98.08
Vivienne K. Tan Member, Non-executive Director 52 100.00
Wick A. Veloso Member, Executive Director 48 92.31

Federico C. Pascual Non-voting Member, Independent Director 36 ® 100.00
Wilfrido E. Sanchez Non-voting Member, Independent Director 36 © 100.00
Felix Enrico R. Alfiler Non-voting Member, Independent Director 16 @ 100.00
Christopher J. Nelson Member, Non-Executive Director 6@ 100.00
Florencia G. Tarriela Non-voting Member, Independent Director 16 ® 100.00

@ 28 out of 36, from his election as member effective April 27, 2021

® 36 out of 36, from his election as non-voting member effective April 27, 2021
© 36 out of 36, from his election as non-voting member effective April 27, 2021
@16 out of 16, stepped down as non-voting member effective April 27, 2021

© 16 out of 16, stepped down as member effective April 27, 2021

®16 out of 16, stepped down as non-voting member effective April 27, 2021

Risk Oversight Committee (ROC)

Mandate:

*«  Assists the Board of Directors in overseeing the risk profile and approving the risk management framework of the Bank,

its subsidiaries, and affiliates

Structure and membership:
. Consists of six members: three independent and three non-executive directors
. Chaired by an independent director
. Chairman of ROC is not the Chairperson of the Board or of any other Board committee.
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Name Role No. of meetings attended % Present
Edgar A. Cua Chairman, Independent Director 32 100.00
Isabelita M. Papa Vice Chairman, Independent Director 17 @ 100.00
Florido P. Casuela Member, Non-executive Director 31 96.88
Leonilo G. Coronel Member, Non-executive Director 32 100.00
Wilfrido E. Sanchez Member, Independent Director 24 ® 100.00
Vivienne K. Tan Member, Non-executive Director 32 100.00
Federico C. Pascual Chairman, Independent Director 8 © 100.00
Angelito M. Villanueva Vice Chairman, Independent Director 2@ 66.67
Felix Enrico R. Alfiler Member, Independent Director 8 ® 100.00

@17 out of 17, from her election as Vice Chairman effective August 27, 2021

©®24 out of 24, from his election as member effective April 27, 2021

© 8 out of 8, stepped down as Chairman effective April 27, 2021

@ 2 out of 3, from his election as Vice Chairman effective April 27, 2021 until his resignation effective June 27, 2021
© 8 out of 8, stepped down as member effective April 27, 2021

Trust Committee

Mandate:
*  Oversees the fiduciary activities of the Bank and ensures that these are conducted in accordance with applicable laws,

rules and regulations, and prudent practices

Structure and membership:
*  The committee consists of eight members: two independent directors, four non-executive directors, one executive
director, and the Chief Trust Officer.
. No member of the BACC is concurrently designated as a member of the Trust Committee.

Meetings and Attendance:
. In 2021, the Trust Committee held a total of twelve meetings.
* As stipulated in its charter, the committee shall meet at least once every quarter. The presence of a majority of the
members of the committee less one member shall constitute a quorum; but the vote of the majority of the quorum
which in no case is less than two members is required to approve any act in all the meetings of the committee.

Name Role No. of meetings attended % Present

Florido P. Casuela Chairman, Non-executive Director 5® 100.00
Sheila T. Pascual Vice Chairman, Non-executive Director 12 100.00
Leonilo G. Coronel Member, Non-executive Director 6 ® 100.00
Vivienne K. Tan Member, Non-executive Director 12 100.00
Federico C. Pascual Non-voting Member, Independent Director ne 100.00
Wilfrido E. Sanchez Non-voting Member, Independent Director 7@ 100.00
Wick A. Veloso Ex-officio, Executive Director il 91.67

Joy Jasmin R. Santos Ex-officio, Chief Trust Officer 12 100.00
Christopher J. Nelson Chairman, Non-executive Director 4 © 100.00

@ 5 out of 5, from his election as Chairman effective July 23, 2021

® 6 out of 6, from his election as Chairman on May 28, 2021, stepped down as Chairman on July 23, 2021 and was reappointed as member
effective August 27, 2021

©11 out of 11, stepped down as non-voting member on April 27, 2021 and was reappointed as non-voting member effective May 28, 2021

@ 7 out of 7, from his election as non-voting member effective May 28, 2021

©) 4 out of 4, stepped down as Chairman effective April 27, 2021
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MANAGEMENT COMMITTEE

As the highest-ranking officer in the organization, the President
and CEO is primarily accountable to the Board of Directors in
championing the desired conduct and behavior and promoting
the long-term interests of the Bank. He is supported by the Chief
of Staff.

The Management Committee (MANCOM) assists the President
and CEO in the implementation of the overall strategy and
oversees the management and affairs of the Bank. MANCOM
ensures that the activities and operations are consistent with
the defined strategic objectives, risk strategy, and policies as
approved by the Board.

The Chief Legal Counsel handles all legal matters and cases
filed for or against the Bank and renders opinions and advice on
questions of law. He plays a significant and indispensable role
in the management of legal risk. The Chief Compliance Officer
(CCO), on the other hand, oversees the design of an appropriate
compliance system, promotes its effective implementation, and
addresses breaches that may arise. He liaises with government
regulatory bodies regarding relevant compliance matters.

Meanwhile, the Chief Risk Officer (CRO) oversees the risk
management function and proposes enhancements to internal
processes to ensure that the Bank’s infrastructure, systems, and
processes are robust and effective to fully support strategic
objectives and risk-taking activities. He is also the Bank’s Data
Protection Officer (DPO) tasked to monitor compliance with the
Data Privacy Act or Republic Act No. 10173, its implementing rules
and regulations, issuances by the National Privacy Commission,
and other applicable laws and policies.

In addition, the Chief Audit Executive (CAE) develops and
manages a broad and comprehensive program of internal
auditing covering the Bank, its subsidiaries, and overseas
businesses to provide the Board with independent assessment
on key organizational and procedural controls. The CAE also
ensures that risk management systems are adequate, effective,
and complied with.

The Chief Information Security Officer (CISO), who reports
directly to the ROC, plays a key role in providing leadership and
support for information security as well as balancing business
and security requirements. The CISO is also responsible for
ensuring that information security risks are within acceptable
levels.
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The complete background and qualifications of the members of
the MANCOM can be found on the Profiles of the Management
Committee.

COMPLIANCE

We believe that a sound and effective compliance regime is the
cornerstone of PNB’s strength and market presence, backed
by over a century of stability and excellence. We adhere to the
values of integrity, ethics, and good governance in the conduct
of our business and affairs, exercising prudence in arriving at
decisions, and upholding transparency and accountability to our
regulators.

The Global Compliance Group (GCG) is responsible for the
timely identification and mitigation of risks that may erode
the franchise value of PNB, such as risks of legal or regulatory
sanctions, material financial loss, or loss to reputation as a result
of its failure to comply with laws, rules, related self-regulatory
organization standards, and codes of conduct applicable to
PNB'’s operations. Compliance risk management is an integral
part of our culture and risk governance framework.

GCG is headed by the CCO, who functionally reports to the
BACC and administratively, to the President and CEO. GCG is
independent from the line of business and is composed of six
divisions: Financial Crime Risk, Regulatory Compliance Risk,
Compliance International, Compliance Assurance, Compliance
Operations, and Corporate Governance.

GCG, through the CCO, oversees the overall design and effective
implementation of the Compliance Program, which serves as the
authoritative codification of GCG’s powers, mandate, authority,
and formal status within the organization. The program likewise
fosters adherence to banking laws, rules and regulations and is
ultimately aimed to promote the safety and soundness of PNB’s
operations.

Financial Crime Risk

Inan age when money laundering, bribery, and corruption have
become rampant, mitigation of financial crime risks is crucial
in preserving the integrity of the financial system. Combatting
threats to the financial systemis not only a need but an absolute
necessity to ensure that we preserve not only the interest of
our clients while maintaining the full integrity of our financial
institution.

The Bank’s efforts to combat financial crime must not only
be comprehensive but also absolute. The Financial Crime Risk
Division (FRCD) under GCG is its primary arm in combatting
any financial crime related activities. FCRD encompasses five
key areas: anti-money laundering, counter terrorist financing,
sanctions, anti-bribery and corruption, and tax transparency.

The Division’s mandate was expanded to cover not only money
laundering, but also other forms of financial crime. The Division
ensures that all operating units of the Bank consistently comply
with the requirements and obligations set out in legislation,
rules, regulations, banking guidance, global best practices and
that adequate systems and controls are in place to mitigate the
risk of the Bank being used as a conduit to facilitate financial
crime.

Regulatory Compliance Risk

The Regulatory Compliance Risk Division ensures adherence
to banking laws, rules, regulations, and guidelines issued
and mandated by the Bank’s various regulators. The Division
observes ongoing dissemination of regulatory issuances
to various units through the appointed Compliance Officer
Designates.

Compliance Assurance

The Compliance Assurance Division reviews and assesses the
level of compliance on applicable rules and regulations of the
business and examines the appropriateness and reliability of
existing processes and adequacy of controls to mitigate risks
that may erode the franchise value of PNB.

Compliance Operations

The Compliance Operations Division is responsible for data
governance to ensure the accuracy and authenticity of data
handled by the GCG and its data analytics to develop compliance
risk insights and intelligence on our clients and their transactions.

Compliance International

PNB boasts of having the most extensive international footprint
among Philippine banks with 70 overseas Branches and
offices across Asia, Europe, Middle East, and North America.
The Compliance International Division performs oversight and
management of overseas branches, offices, and subsidiaries to
ensure consistent compliance to local and host country relevant
laws, rules, and regulations and alignment with the corporate
standards established by the Bank.

INTERNAL AND EXTERNAL AUDIT

The Internal Audit Group (IAG), headed by the Chief Audit
Executive (CAE), performs the internal audit activities for the
Bank which is strictly guided by its conformance with the
International Standards for the Professional Practice of Internal
Auditing (ISPPIA) and full compliance with the mandate for the
third line of defense role instituted by the BSP regarding Internal
Audit Function and Internal Control Framework. IAG provides
independent, objective assurance and consulting services to
evaluate and improve the effectiveness of risk management,
control, and governance processes. IAG achieves this through
the competent application of systematic and disciplined
processes, expertise, and insight.

IAG maintains independence from the business lines and reports
directly to the BACC monthly. The BACC is responsible for the
establishment of IAG and the appointment, re-appointment, and
replacement of the CAE and the Deputy Chief Audit Executive
(DCAE). The responsibility of the BACC includes the annual
performance review of the CAE, accepting the resignation and/
or dismissal subject to due process. It also reviews, evaluates,
and approves the Annual Audit Plan as well as the audit reports
to the extent that the BACC Chairman may issue directives to
the Senior Management to develop and implement necessary
corrective actions in a timely manner.

On the other hand, the external auditor undertakes an
independent audit of the Bank and provides an objective
assurance regarding the manner under which the financial
statements are prepared and presented to the shareholders. The
external auditor also ensures the establishment and maintenance
of an environment of good corporate governance as reflected in
the financial records and reports of the Bank.

The BACC has the sole authority to select, evaluate, appoint,
dismiss, and re-appoint the external auditor (subject to
shareholder ratification) and shall approve in advance all audit
engagement fees and terms and all audit-related, and tax
compliance engagements with the external auditor.

The external auditor is expected to charge only reasonable audit
fees. In determining reasonable fees, the following factors may
be considered: (a) expected hours needed to complete the
scope of work envisioned in the audit plan; (b) complexity of
the activities and structure of the Bank; (c) level of internal audit
assistance; (d) level of fees being charged by other audit firms;
and (e) quality of audit services.
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RIGHTS OF SHAREHOLDERS

PNB’s shareholders have the following rights and privileges,
thus: (a) right to inspect corporate books and records; (b)
right to information; (c) right to dividends; (d) opportunity
to place agenda items prior to and raise questions during the
stockholders’ meeting; and (e) right to vote on all matters that
require their consent or approval.

All shareholders have the right to nominate and elect candidates
for the Board of Directors. They also have the right to remove
and replace directors and vote on certain corporate acts in
accordance with the Revised Corporation Code, including,
but not limited to: (i) amendment in the Bank’s Articles of
Incorporation and By-Laws, (ii) authorization of additional
shares, and (iii) transfer of all or substantially all assets. The rights
and responsibilities of shareholders are discussed in detail in the
Bank’s Corporate Governance Manual and By-Laws, accessible
through PNB’s website.

Stockholders’ Meeting

PNB’s shareholders are the highest authority in the Bank’s
governance structure. The stockholders’ meeting serves as an
avenue to make decisions based on the interests of the Bank in
a fair and transparent manner.

The stockholders’ meetings consist of the Annual Stockholders’
Meeting (ASM), held once a year; and, special meetings, which
may be held as needed in accordance with the procedure
provided in the By-Laws and applicable laws.

Pursuant to the Bank’s By-Laws, the ASM shall be held at the
principal office of the Bank or any other place within Metro
Manila as may be determined by the majority of the Board, on
the last Tuesday of April of each year, unless such day is a legal
holiday, in which case, the meeting shall be held on the following
business day.

Special meetings may be called by the Chairperson of the Board,
by the President and CEQO, by a majority of the Board, or on the
demand, in writing, of the shareholders who own majority of the
voting stock.

In light of the COVID-19 pandemic, and to safeguard the health

and ensure the safety of the stockholders and stakeholders of
the Bank, the ASM was held virtually on April 27, 2021.
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Before the ASM

On February 26, 2021, the Board of Directors approved
the holding of the ASM on April 27, 2021 through remote
communication and allowed voting in absentia to provide the
stockholders a safer mode of attendance and participation in
the Bank’s ASM. The Notice of the ASM was disclosed to the PSE
Edge on the same day.

The Notice was also published, in print and online format, from
March 30, 2021 to March 31, 2021 in The Philippine Star and in
the BusinessWorld, and from April 11, 2021 to April 17, 2021 in The
Manila Bulletin, The Philippine Star, and the BusinessWorld.

During the ASM

The Bank conducted its recent ASM via remote communication
and implemented electronic voting in absentia to provide
the Directors, Senior Management, shareholders, and other
stakeholders a safer mode of attendance and participation in the
ASM and to comply with the Revised Corporation Code of the
Philippines and SEC Memorandum Circular No. 6, series of 2020.

Fourteen (14) out of fifteen (15) members of the Board, the
Chairperson of the Board, the President and Chief Executive
Officer (CEQ), the Chairman of the Board Audit and Compliance
Committee (BACC), the Chief Compliance Officer (CCO),
the Investor Relations Officer, representatives of the external
auditors, and other key officers attended the virtual ASM.

The Chairperson of the Board formally opened the 2021 ASM.
The Corporate Secretary certified the existence of a quorum for
a valid transaction of business at the meeting. Every shareholder
qualified to vote was entitled to one vote for each share of stock
standing in his or her name on the books of the Bank.

Shareholders voted on the following agenda: (a) approval
of the Minutes of shareholders’ meeting held the previous
vear; (b) approval of the Annual Report and the Audited
Financial Statements (AFS); (c) election of directors; and (d)
appointment of the External Auditor. All legal acts, resolutions
and proceedings of the Board, including approvals on Related
Party Transactions (RPTs) endorsed by the Board Oversight RPT
Committee (BORC), were also included on the agenda of the
ASM for ratification of disinterested shareholders.

Shareholders are allowed to elect directors individually. Each
resolution deals with only one item; there is no bundling of
several items into the same resolution.

At the meeting, shareholders were encouraged to express their
opinions and raise any questions, either on the agenda or any
other questions related to the business and operations of the
Bank. All questions had been answered by the Board and the
Bank’s corporate officers and were recorded in the Minutes of
the meeting.

The Bank engaged its external counsel, Roxas Delos Reyes Laurel
Rosario & Gonzales Law Offices, for the validation of proxies and
votes cast during the meeting.

After the ASM

The results of the meeting were disclosed to the PSE Edge
and on the Bank’s website on April 27, 2021. The Minutes of the
ASM were uploaded to the Bank’s website on April 30, 2021.
The Minutes contained the voting results including approving,
dissenting, and abstaining votes for all resolutions/each agenda
item, questions raised by shareholders, responses from the
Board and officers, and attendance of the Board members and
key officers.

DISCLOSURE AND TRANSPARENCY

PNB Website

The official website of PNB serves as an avenue to reach out to
clients, investors, shareholders, and various stakeholder groups.
As such, the Bank aspires to promote transparency and open
communication to the public by ensuring timely and accurate
disclosure of relevant and material information including financial
statements and reports, materials provided in briefings to analysts
and media (i.e, investor presentation materials and briefing
notes), downloadable Annual Report, Notice and Minutes of the
Annual Stockholders’ Meeting, and the company’s constitution
(Articles of Incorporation and By-laws).

Annual and Quarterly Reports

We provide complete and accurate information on our
operations and affairs regularly. The annual and quarterly
reports are the primary disclosure mechanisms used by the
Bank to convey its financial performance in a comprehensive,
accurate, reliable, and timely manner. The reports provide a fair
and complete picture of PNB’s financial condition and results of
business operations. Management’s statement of responsibility
regarding the company’s financial statements and the fair and
truthful preparation thereof is included in this Annual Report.

The reports are also being disclosed in accordance with the
reportorial requirements of the SEC and PSE.

Press Releases and Media Briefings

PNB embraces print, broadcast and online media as relevant
communication channels due to their extensive reach and
accessibility.  The Management regularly engages with
various journalists and media outlets to discuss the bank’s
views, programs and efforts. Since the pandemic, these
press engagements were done through teleconferences and
online discussions. The conversation likewise focused on how
COVID-19 is changing the business of banking and how bankers
are preparing and pivoting towards new opportunities.

Investor Relations

Investor relations enable the Bank to keep the communication
and information open with investors and help to maintain the
Bank’s foothold in the financial market. Despite the prolonged
pandemic, the Bank continued its efforts in deepening its
engagement with shareholders, investors, analysts, and the
media through virtual conferences and briefings.

PNB has implemented its Investor Relations Program aimed
at promoting investors’ awareness and name recognition
through participation in domestic and international conferences
sponsored by fund managers as well as improving investors’
perception of the Bank by keeping them abreast of recent
developments in the Bank through constant communications.
This program is also designed to effectively address concerns
of shareholders and investors that could materially affect the
Bank’s reputation, operations, and viability particularly during
this period of uncertainties brought about by the global
pandemic.

The Investor Relations Program is anchored on three main
principles:

e Accuracy and Timeliness: we are committed to
provide analysts, credit rating agencies, investors, and
shareholders with correct and up-to-date information
on developments in the Bank;

. Transparency: we are committed to disclose relevant
information to investors and shareholders in accordance
with the prescribed standard of disclosure by regulatory
agencies; and

. Consistency and Impartiality: we are committed
to prepare the same, unbiased information and to
make said information accessible to all interested
analysts, credit rating agencies, investors, and existing
shareholders through various modes of communication.
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The contact information of the Investor Relations Officer is
available at the PNB website.

In 2021, PNB also actively participated in various virtual investor
events and conferences sponsored by investment bank and
financial services companies with discussions focused on PNB'’s
operating results and outlook on growth and asset quality, overall
strategy amid the dynamically evolving business environment.

The following were the quarterly briefings held jointly by LTG
and PNB for the analysts and investors:

Date of Analysts’ and
Investors’ Briefing
Hosted by LTG and PNB

Key Discussion Points / Subject

Virtual Analysts’ Briefing on the
LTG Companies’ 2020 Full-Year
Financial Results

Virtual Analysts’ Briefing on the
May 11, 2021 LTG Companies’ 2021 Three-Month
Financial Results

Virtual Analysts’ Briefing on the
LTG Companies’ 2021 Six-Month
Financial Results

March 19, 2021

August 11, 2021

Virtual Analysts’ Briefing on the
LTG Companies’ 2021 Nine-Month
Financial Results

November 12, 2021

Likewise, the Bank attended the following virtual conferences
sponsored by investment companies:

Date of Investment

Banks/Companies-

sponsored Virtual
Conferences

Key Discussion Points / Subject

15% J.P. Morgan Philippine
Conference 2021

Virtual J.P. Morgan ASEAN Financial
Day

Virtual Meeting with Sunlife
Investment Team

Maybank Kim Eng Invest ASEAN
2021 (1A2021) Philippines Week

January 27, 2021

May 21, 2021

June 23, 2021

August 20, 2021

GOVERNANCE POLICIES AND PRACTICES
Corporate Governance Manual

The Corporate Governance Manual institutionalizes the
principles of good corporate governance in PNB. The Corporate
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Governance Division regularly conducts review and evaluation
of the Manual to ensure its continuing suitability, adequacy, and
effectiveness.

The Manual clearly defines the roles, responsibilities, and
accountabilities of the Board of Directors, together with the
types of decisions requiring its approval. The Manual is publicly
disclosed and accessible through the Bank’s website.

Corporate Governance Confirmation Statement

The Bank adopts a policy of full compliance with the Code of
Corporate Governance. PNB has substantially complied with
the recommendations of the Code of Corporate Governance for
Publicly Listed Companies, except for the following:

1) 30% public float requirement to increase liquidity in the
market; and

2) Disclosure of director remuneration and executive
compensation on an individual basis.

The details of the Bank’s compliance with the Code of Corporate
Governance and the explanation for the abovementioned items
can be found in its Integrated Annual Corporate Governance
Report, published on the PNB website.

Moreover, the Bank has substantially complied with the provisions
and requirements set forth in the Corporate Governance Manual
and there were no reported significant deviations from what
is expected from its Directors, Board Advisors, officers, and
employees.

Code of Ethics for Directors

The Code of Ethics for Directors serves as a guide of principles
designed to enable the Board in exercising its powers, duties, and
responsibilities in accordance with fit and proper standards. This
establishes the minimum standards of conduct expected of all
directors. As such, the Code shall be read in conjunction with the
Bank’s Corporate Governance Manual, articles of incorporation,
bylaws, and internal policies and procedures.

The provisions of the Code shall apply to all members of the
Board, whether executive, non-executive or independent, of
PNB. All members of the Board are expected to observe and
uphold the principles set out in the Code.

Code of Conduct for Employees

The Code of Conduct for Employees is
‘ ; A designed to prescribe a moral code for
employees which would not only instill

discipline but also yield higher productivity

at the workplace and enhance and safeguard
the corporate image of the Bank. The provisions of the Code
apply to all employees including its overseas branches and
offices and PNB’s domestic and foreign subsidiaries.

Each employee is furnished with a copy of the Bank’'s Code
of Conduct. Moreover, they can access the Code through the
Bank’s intranet.

Each individual accomplishes an Acknowledgement Receipt
certifying therein that he/she has been furnished with a copy
of the Code; that he/she has fully read and understood the
provisions embodied in the Code; and that he/she promises to
abide with the rules and regulations of the Code.

Any failure to abide with the provisions of the Code is reported
by the immediate supervisor and/or Head of Office concerned
to the Human Resource Group and/or Corporate Governance
and Sustainability Committee. A designated committee may
subsequently evaluate the report to determine if any sanction or
disciplinary action should be taken against the erring employee
or director.

6 6 6 N Whistleblowing Mechanism
Itistheresponsibility of all directors, officers,
and employees to report suspected or
actual occurrence of fraud and/or violation
of any law, rule, policy, and misconduct, in
accordance with the Bank’s Whistleblower Policy.

Under the policy, a whistleblower may be an employee of the
Bank or a third party who discloses, in good faith, any illegal,
unethical, or improper behaviors or practices, and misconduct in
the Bank. He/ She can report any suspected or actual infraction to
any of the members of the Bank’s Ethical Standards Committee
(ESC), President/CEO, Chief Compliance Officer (CCO), Chief
Audit Executive (CAE) or Chief Legal Counsel (CLC); or via
the dedicated whistleblower hotline and electronic mail which
are managed by the ESC Secretariat. Fraud cases involving
monetary loss shall be reported directly to the President to
ensure the anonymity of the whistleblower.

Whistleblowers are protected from retaliation by ensuring
that his/her identity is kept in strict confidence. Anyone who
retaliates against the whistleblower is subject to disciplinary

action, including the possibility of termination or dismissal from
the Bank service.

The whistleblower may report verbally or in written form any act
of harassment, bullying, or adverse personnel action experienced
to any of the members of the ESC and the senior officers, as
stated above.

The Bank shall grant incentives to whistleblowers who provide
credible information leading to the uncovering of financial fraud.

Anti-Bribery and Anti-Corruption

In line with the Bank’s commitment to ensure that

business dealings are conducted with the highest

level of integrity and professionalism, employees

are prohibited from engaging in any form of
bribery such as the following:

«  Giving/offering pecuniary benefits to external parties with
the intention to influence the other party to commit a
violation for personal and/or business advantage.

«  Acceptance/receiving of pecuniary benefits from clients,
suppliers, service providers in order to facilitate the
processing or approval of transactions or service agreements
with the Bank despite deficiency and/or non-compliance
with the standard requirements and procedures.

Employees who have knowledge of any form of irregular
transactions or corrupt practices being entered into by an office
or an employee under the name of the Bank must report the
same through the offices identified in our Whistleblower Policy.

. Consumer Welfare

- Embedding consumer protection practices
across the organization is at the forefront of
the Bank’s corporate responsibility-from the
Board of Directors who approves the policies
and conducts oversight in the implementation of the Bank’s
Consumer Protection Risk Management System (CPRMS)
and Consumer Assistance Management System (CAMS) to
the Management Committee who ensures that all consumer
protection practices are aligned with the approved policies and
risk management system which is consistently adhered to by
relevant units.

Consumers have the right to be informed of the benefits as well
as the risks involved regarding the products and services they
availed from the Bank. Throughout the banking relationship,
the following standards of conduct are observed: (a) disclosure
and transparency, (b) protection of client information, (c) fair
treatment, (d) effective recourse, and (e) financial awareness
and education.
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Consumer assistance mechanisms, as shown in diagram below,
are made available in various forms: face-to-face support
from PNB Branch personnel; account officers and relationship
managers; 24x7 customer care hotlines; and electronic or
digital channels. Each inquiry, request and/or complaint is
acknowledged and processed within the standard turnaround
time. From the frontline offices, customer concerns are handled
by the resolving offices to provide reasonable resolution to
address the same. Escalation of customer concerns is in place to
ensure that appropriate courses of action are given to complex
complaints. This complaint management process is established,
a cross functional activity involving multiple offices, which
provide priority assistance in resolving customer concerns. As
part of this process, monitoring of complaints resolution and
validation of implemented resolution has been incorporated
to ensure customer satisfaction and retention is achieved. A
monthly summary, which consists of consumer touchpoints
and statistics, complaints category, aging, analysis on root
causes, action plans and resolution validation, is reported to the
Management Committee and to the Risk Oversight Committee
for transparency and evaluation, while a quarterly report on the
Consolidated Complaint Report is submitted to the BSP.

In 2021, the Bank strengthened the implementation of consumer
protection policies with the revised Consumer Protection Policy
and Implementing Guidelines and of the Enhanced Customer
Relationship Management System (ECRM) (ie., workflow
manager and logging tool for customer concerns) with the
revised Guidelines on the Recording, Monitoring, and Addressing
Customer Concerns using the ECRM System and the Submission
of BCCR to BSP.

PNB CONSUMER ASSISTANCE PROCESS

PNB aims to be the financial partner of consumers in their
journey to financial health and wealth. The Bank is committed
to equip consumers with the information and tools they need
to make wise financial decisions towards achieving their goals.

Creditors’ Rights

PNB takes an active role in safeguarding
the rights of its creditors. The Bank is
committed to honoring its contractual
financial obligations as evidenced by good
credit standing. Since deposit-taking is
one of the Bank’s principal banking activities, special premium
is placed on the protection of depositors who serve as our main
creditors. The Bank recognizes that creditors have the right
to safeguard their transactions with the Bank and be heard
though appropriate channels when they escalate feedback and
concerns.

The Bank provides its depositors with ready access to information
that accurately represents the fundamental benefits and risks, as
well as the terms and conditions of a financial product or service.
Moreover, PNB is one with the Philippine Deposit Insurance
Corporation (PDIC) in promoting public confidence and stability
in the economy. As such, the Bank advertises PDIC’s deposit
insurance protection in appropriate and accurate manner by
including the official PDIC Insurance Statement (Deposits are
insured by PDIC up to Php500,000 per depositor) in general
advertisements of the Bank and advertisements relating to
deposit products and services appearing in print ads, TV, official
website, and other forms of marketing communications.

01 What to do... 02 PNB to collect... 03 PNB will...
Talk to the Branch Personnel - Sales and Service Head or a. Your full name and contact details; a. Receive and acknowledge your concerns.
fficer Designate.
OUCSHDEONSES b. Nature of concern and details b. Record your concern through the Bank’s centralized

You may also contact the Bank’s Customer Service
through the following channels 24/7: servicing, etc.)

Customer Care Hotline:

(nature of concern could be transactional, customer

logging tool for monitoring of status. A reference
number will be provided to you.

Details of concern may include: c. Make an initial verification of your concerns.

(+632) 8573-8888

Credit Card Customer Care Hotline:
 (+632) 8818-9818
+ 1-800-10-8189818 (Domestic Toll free)

Online Communication (for both Domestic and Overseas):

« Facetime -

Facetimel@pnb.com.ph (iOS users)
* Skype - @PNB_Skypel (Android users)
+« PNB Facebook private messaging

E-mail Addresses:
» For retail customers -
customercare@pnb.com.ph
« For retail credit card customers -
pnbcreditcards@pnb.com.ph
« For corporate customers -
corporatecare@pnb.com.ph

* Amount of transaction
Details of transaction
» Account/Card Number

c. Processing time may vary depending on the type of
concern

d. Resolution requested;
(Resolution could be posting of unposted payment or
fund transfer, an explanation to a questioned transaction
or personnel behavior, and other applicable action which
will address the concern)

e. Other information related to the concern (if necessary)

Reminder: Do not disclose your PIN/ OTP or Password to
anyone. These are not necessary for PNB to evaluate your
concern.

d. Process/ resolve your concerns or coordinate with the
appropriate resolving office for resolution.

e. Provide you feedback, as applicable.
(feedback may be in the form of an email, a formal letter,
or a phone call)

f. Request for your feedback, if necessary.

Note: PNB is regulated by the Bangko Sentral ng Pilipinas
(BSP).

BSP Webchat - https://www.bsp.gov.ph

SMS: 21582277 (for Globe subscribers only)

BSP Facebook:
https://www.facebook.com/BangkoSentralngPilipinas
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As a matter of practice, PNB respects and upholds the rights of
its creditors by observing fair and truthful disclosure of financial
and operating results which enable them to evaluate and assess
the Bank’s performance and credit standing. The annual and
quarterly reports are the primary disclosure mechanisms used by
the Bank to convey its financial performance in a comprehensive,
accurate, reliable, and timely manner. The reports provide a
fair and complete picture of the Bank’s financial condition and
results of business operations.

Vendor and Supplier Selection

PNB works for the steadfast development
and enrichment of its partnership with a
broad spectrum of stakeholders. The Bank’s
reputation as a leading financial institution
cannot be sustained without the unwavering
support of its partners: suppliers, vendors,
and third-party service providers.

The Bank takes outsourcing and vendor management seriously
that appropriate committees have been established to guard
the Bank from any exposure, loss, or risk. PNB also developed
its Outsourcing and Vendor Management Policy consistent with
existing statutory, regulatory, and supervisory requirements.
This policy sets out the framework for engaging with suppliers,
along with the responsibilities of the Board of Directors and
Management Committee in the review and evaluation of all new
and existing outsourcing arrangements and vendor relationships.

Each business unit has a dedicated Vendor Relationship Manager
(VRM).  VRM actively builds and maintains a commercial
relationship with the vendors and service providers., employs
a comprehensive onboarding process that encompasses risk
assessment, elaborate due diligence procedures, contract
structuring and review, and continuous monitoring and
oversight. They are the arms of the committees to help oversee
and monitor their vendors. As part of continuous improvement,
the roles, responsibilities, and output of the appointed VRMs are
monitored and assessed regularly. The VRMs are closely guided
by the Vendor Risk Monitoring Department (Risk Management
Group) and Accreditation and Vendor Management Department
(Corporate Services Division) to maintain the effectiveness of
the monitoring and oversight activities.

PNB believes that continuous monitoring and appraisal of
performance is of paramount importance to evaluate the overall
effectiveness of the vendor relationship and the consistency of
the relationship with the Bank’s strategic goals. Mechanisms are
in place for the development of relevant performance metrics,
vendor performance management, and competency evaluation.

With the new process update soon to be launched in 2022,
automation of vendor management will greatly improve and
give ease on monitoring and oversight.

Selection Process for Senior Management

Employees are PNB’s key asset and we are consistent in our
efforts to ensure a steady pool of qualified and competent
talents who will sustain our leadership in the industry. Our
Management team is composed of top-tier professionals who
are well-accomplished in their respective fields.

Before a senior officer (with rank of Vice President and up)
is appointed, suitable candidates are identified from various
sources. Interviews will then be conducted by the recommending
Group/Sector Head, Human Resource Group Head, President
and CEO, and a Director of the Bank to determine the overall
qualification of the candidates based on the factors for selection
presented.

Once candidate is selected, the approval of the Board of
Directors, as endorsed by the President and the Corporate
Governance and Sustainability Committee will be sought.

Succession Management

The Succession Management Program is an evolving process
of strategically and systematically identifying, assessing, and
developing talents for future critical roles to ensure consistent
and effective organizational performance. This program ensures
the availability of talents who have the potential and required
competencies and are ready to assume vacant positions as the
need arises, due to organizational exigencies, particularly for key
management positions.

A Talent Board consisting of senior officers has been created to
monitor and review the success and progress of the program. It
renders decisions on nominations and acceptance of talents in
the Talent Pool. The process involves the following steps:

(a) Identification of key management positions.

(b) Nomination of Candidates -based on results and past
performance, competencies, and potential, subject to
the initial evaluation of the Talent Board, the respective
Sector or Group head nominates possible candidates who
may be from within or outside of their respective Group/
Sector subject to the acceptance of the concerned officer-
candidate prior to processing.

(c) Conduct of Talent Screening - the process of evaluating
and assessing the shortlisted nominees’ competencies
through online assessment, 360-degree feedback survey,
and interviews with the members of the Talent Board or
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designated interviewers, if necessary. Those who qualify
based on the evaluation of the Talent Board shall be
recommended for inclusion in the Executive Talent Pool,
subject to the approval of the President and CEO.

(d) Learning and Development - to address the development
needs of each talent, an Individual Development Plan (IDP)
consisting of on-the-job training, interactional development
programs, and classroom training shall be created by the
Sector or Group head and/or designated mentor. For a
more objective and in-depth assessment of the talent’s
competencies, he/she may be required to train in the
Assessment and Development Center. The training result is
made an integral part of the IDP.

(e) Talent’s Progress Review - the progress of the talent is
monitored and evaluated.

(f) Engagement - strategies are employed to sustain the
desired level of performance as well as the employee’s
commitment to the program.

(g) Placement - the talent review process and the learning
and development programs continue until the need or
opportunity arises for the talent to assume a key/critical
position within the organization.

In-House and External Training Program for Senior
Management

While the pandemic has permanently changed the workplace,
the Bank’s Learning and Development team have consistently
strived and thrived throughout the year 2021.

As a testament to this commitment to the professional and
personal growth of its employees, in April 2021, PNB was
identified by professional networking platform, LinkedIn.com, as
the #1 workplace in the Philippines to grow one’s career. PNB
was among the 15 best companies who, according to LinkedIn,
“have put their employees first by implementing various policies
around well-being and mental health and helped them get back
on their feet through training and development programs.”

The L&D team continued to hold its Virtual Instructor-Led
Trainings (VILTs) for both its technical and essential skills training
programs but was simultaneously shifting its approach to cater
to a hybrid workplace.

In time for its anniversary, the Bank provided LinkedIn Learning
access to all its employees. With over 8000 learning courses
available on-demand - anytime, anywhere - it better supports
the new paradigm of “learning in the flow of work”.

Mental wellness and related essential skills such as inclusion and
gender sensitivity are still a priority. Hence, programs to equip
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the senior management with best practices in nurturing and
sustaining team well-being amidst uncertainty, high pressure
work demands, and compounding stressors have been provided
to them.

Alongside, programs on Bank product awareness, risk
management, internal audit, digital fluency, and economic
outlook were also provided to align with the Bank’s sustainable
transformation journey.

Remuneration Policy

PNB aims to sustain a strong, performance-conducive
environment that would attract, motivate, and retain the best
talents. For this purpose, the Bank maintains a Remuneration
Policy that commensurately compensates its directors and
officers for high levels of performance. Such policy complements
the Bank’s efforts to hire and develop the best talents through
its competitive recruitment program and continuing learning
programs.

The PNB Remuneration Policy provides a sustainable
compensation structure and fringe benefits program for directors
and officers. The policy allows the Bank to be competitive
with industry counterparts. It identifies basic compensation,
incentives, recognition, and rewards for those who meet their
performance targets and goals.

Officers’ Compensation and Benefits

The compensation package for officers consists of monetary
and non-monetary benefits, fringe benefits, and long-term
schemes such as the following:

Monetary emoluments consist of monthly compensation,
guaranteed bonuses equivalent to four (4) monthly basic salary,
allowances for business-related expenses, official travel, annual
clothing allowance, annual rice subsidy and other monetary
allowances, and award upon reaching service milestones
of at least ten (10) years and every five (5) years thereafter;
and Non-monetary benefits consist of healthcare plan for the
officer and two (2) of his / her qualified primary dependents,
group life insurance, group accident insurance, leave privileges,
car plan, and loan facilities such as general purpose loan, motor
vehicle loan, and housing loan.

Performance-based Remuneration

PNB designed its compensation and benefits package as a
competitive tool to attract and retain highly qualified individuals
who will support the Bank’s implementation of its business
directions and to achieve business goals. Hence, provisions of
the compensation and benefits policies show the clear linkage

with employee contributions which are measured through a
balanced scorecard approach in its performance management
system. Officers who are unable to meet their targets become
ineligible to certain benefits and/or incentive programs such as
the car plan benefit, employee loans, and performance bonus
to name a few. The same is true to employees who get involved
in administrative cases where certain benefits are temporarily
withheld in case an administrative sanction is imposed. In case
of dismissal, benefits are forfeited and taken back including
but not limited to the car plan benefit, the guaranteed bonuses
equivalent to a three-month salary.

‘ o Retirement

PNB has a Retirement Plan for its employees
that provides funds for the payment of
separation benefits to employees who are
eligible under the Bank’s Retirement Plan,
including cases of disability or death while on service.

There are three (3) modes of retirement:

. Normal Retirement: an employee shall be compulsorily
retired from service and shall be entitled to receive the
benefits under the Plan upon reaching 60 years of age or
upon completing 35 years of service, whichever comes first;

. Early Retirement: with the consent of the Bank, an employee
who has not yet reached the normal retirement requirement

PNB Shareholdings of Holding Companies Under LT Group, Inc.

may opt to avail of the early or optional retirement benefits
under the Plan upon reaching (i) 55 years of age and
rendering at least 10 years of continuous service; or (ii)
completing at least eleven 11 years of service; and

. Late Retirement: Any employee may offer his/her service
to the Bank beyond the normal retirement date, but not
beyond 65 years of age. Such retirement, however, shall be
subject to the approval of the Bank on a case-to-case basis.
Employees who intend to resign from service but do not
meet the prescribed eligibility requirements are not entitled
to any separation pay.

Performance Assessment for Senior Management

In PNB, we place special importance on talent development
and review. We have established existing mechanisms to better
monitor productivity and optimize employee performance.
One of the key talent development initiatives conducted
by our Human Resource Group (HRG) is the performance
appraisal and development for employees which aims to
provide feedback on the employee’s performance, leadership
capabilities, contribution to the company and career growth
and development. This exercise is being conducted with
prudence and deliberate manner and is leveraged as a tool used
to motivate the employees, build their confidence, and foster
strong working relationships.

Direct Total Direct Percent To
Name Outstanding Indirect & Indirect Total PNB
PNB Shares PNB Shares Outstanding Shares
All Seasons Realty Corp. 10,005,866 0 10,005,866 0.6557934534
AllMark Holdings Corp. 20,724,567 0 20,724,567 1.3583067535
Caravan Holdings Corp. 82,017184 0 82,017184 5.3754799765
Donfar Management Ltd. 30,747,898 0 30,747,898 2.0152448787
Dunmore Development Corp. (X-496) 15,140,723 0 15,140,723 0.9923365976
Dynaworld Holdings, Inc. 11,387,569 0 11,387,569 0.7463515102
Fast Return Enterprises, Ltd. 18,157,183 0 18,157,183 11900380979
Fil-Care Holdings, Inc. 25,450,962 0 25,450,962 16680789310
Fragile Touch Investment, Ltd. 22,696,137 0 22,696,137 1.4875252238
Ilvory Holdings Inc. 20,761,731 0 20,761,731 1.3607425155
Kenrock Holdings Corp. 26,018,279 0 26,018,279 1.7052613973
Kentwood Development Corp. 17,237,017 0 17,237,017 11297295910
Key Landmark Investments, Ltd. 133,277,924 0 133,277,924 8.7351549618
La Vida Development Corp. 19,607,334 0 19,607,334 12850822982
Leadway Holdings, Inc. 65,310,444 0 65,310,444 4.2805052168
Mavelstone Int’l. Ltd. 29,575,168 0 29,575,168 1.9383831001
Merit Holdings & Equities, Inc. 17,385,520 0 17,385,520 11394626112
Multiple Star Holdings Corp. 30,798,151 0 30,798,151 2.0185385055
Pioneer Holdings Equities, Inc. 34,254,212 0 34,254,212 2.2450518506
Profound Holdings, Inc. 18,242,251 0 18,242,251 11956135311
Purple Crystal Holdings, Inc. 24,404,724 0 24,404,724 1.5995075519
Safeway Holdings & Equities, Inc. 12,048,843 0 12,048,843 0.7896920027
Society Holdings Corp. 17,298,825 0 17,298,825 11337805429
Solar Holdings Corp. 82,017,184 0 82,017,184 5.3754799765
Total Holdings Corporation 15,995,011 0 15,995,011 1.0483274012
True Success Profits Ltd. 82,017,184 0 82,017,184 5.3754799765
Uttermost Success, Ltd. 30,233,288 0 30,233,288 19815168766
Total 912,811,179 (6] 912,811,179 59.8264653298
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OUR SUSTAINABILITY JOURNEY CONTINUES:
UPDATES IN IMPLEMENTING OUR SUSTAINABILITY

TRANSITION PLAN

In December 2020, we developed and
submitted our Board-approved Sustainability
Policy, three-year Transition Plan, and
Sustainable Finance Framework to the
Bangko Sentral Ng Pilipinas (BSP). This was
to comply with BSP Circular 1085, Series of
2020 on Sustainable Finance Framework
which requires all banks to integrate
sustainability principles in their business and
operations within a three-year transitory
period.

Below are the updates on the first year
of implementation of our Sustainability
Transition Plan:

1. Completed building the inventory of
relevant environmental and social (E&S)
regulations/laws to determine baseline
compliance in the Philippines and
overseas to help monitor and ensure our
Bank’s compliance.

2. Completed our Stakeholder Engagement
Plan and Communications Plan. Our
Public Affairs Group is putting together
communication materials to push the
messaging on the Bank’s sustainability
policy, sustainable financing, and
other relevant environmental, social,
and governance (ESG) topics for the
different stakeholders of the Bank. The
group is including these in activities
that help support “Tone from the Top”
(CEO communications), as well as other
communication channels of the Bank.

3. Included corporate social responsibility
(CSR) and sustainability topics and items
in the Employee Engagement Survey
which was rolled out in the second
quarter of 2021.

4. ldentified and integrated ESG functions
in the job descriptions of identified roles/
positions of employees. Based on this, we
plan to put together a capacity-building
program on ESG topics or themes for
the different groups of employees (rank
and file, middle and senior level officers,
board, etc.).

Identified loan accounts with high,
medium, and low E&S risk categories
based on Philippine Standard Industrial
Classification (PSIC) Code. We have also
started to implement the ESG screening
checklists and forms that we developed
as part of due diligence, starting with
High-Risk and Medium-Risk Corporate
Banking Group (CBG) accounts, Publicly
Listed Companies (PLCs), and Project
Finance accounts.

Started integrating the results of the ESG
scorecards in the credit risk assessment
and rating of identified loan accounts
of the Bank. We have also put in place
implementing guidelines on project
evaluation and selection of borrowers
eligible for the Bank’s sustainable
financing.

Currently in the process of building
a Sustainable Finance Database
Management System. This database
management system will (1) help the Bank
identify, assess, manage, and mitigate
its exposure to businesses or industries
with high and medium E&S risks; (2)
track the Bank’s contribution to the
Sustainable Development Goals (SDG)
by financing green and / or social-eligible
projects; (3) generate accurate data and
reports for submission to concerned
regulatory agencies (i.e., BSP, SEC); and
(4) help contribute to the reduction of
the environmental footprint of the Bank
through automation of reports.

Conducted two virtual roundtable
discussions for our loan clients and
for our own employees to orient them
on the Bank’s Sustainable Financing
Framework, raise awareness on different
ESG-related topics and themes, and align
expectations with regard to submission
of requirements. We will be conducting
the same on other ESG topics or themes
on a yearly basis as part of our capacity-
building program for employees and
clients.
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9. Started using the Sustainability SWOT
Analysis Framework to integrate ESG
factors in our SWOT Analysis to identify
and assess risks and opportunities for the
Bank.

10. Updated our Risk Oversight Committee
(ROC) and Management Risk Committee
(MRC) Charters to include monitoring of
sustainability-related risks. We have also
started updating our Risk Taxonomy to
include E&Srisks, aligning our data privacy
principles and monitoring activities with
ESG initiatives, and integrating ESG
criteria in our Enterprise Sourcing and
Vendor Management Policy, Enterprise
Risk Management Framework, Credit Risk
Manual, and Business Continuity Plan
Manual.

11.  Started automating our bank forms and
processes as part of our digitization plan.
We partnered with Adobe Sign to digitize
our loan implementation and transaction
documents for the whole organization
in 2022. In addition, we have started
enrolling our customers in electronic
statement of accounts (e-SOA) and
migrating them to our PNB Digital App.

12. Our Trust Banking Group launched a
new global feeder fund which support
companies with strong sustainability
roadmaps- PNB US Equity Sustainability
Leaders Feeder Fund. OQur Risk
Management Group has correspondingly
expanded its scope to include this fund in
its risk monitoring processes.

13. Became a signatory to the UN Women
Empowerment Principles last March
2021 to align our workplace gender
equality and inclusion thrusts with global
standards and best practices

14. Recalibrated our Three-Year Sustainability
Transition Plan to integrate the specific
requirements of BSP Circular 1128,
Series of 2021: Environmental and Social
Risk  Management System (ESMS).

As we put together PNB’s Sustainability
Framework, we plan to include in our next
report our sustainability strategic objectives
aswerevisitand update our Vision and Mission
statements to align with our Sustainability
Policy.
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We also intend to provide a report on the
breakdown of the E & S risk exposures of
our Bank per industry or sector, as well as
on the existing and emerging environmental
and social risks and their impacts on the
Bank, by next year as we work on building
our database that will help capture, track,
and generate report on ESG-related data of
our customers and consult with the experts,
in accordance with the three-year transitory
period provided under BSP Circular 1085,
Series of 2021

WHAT SUSTAINABILITY MEANS
FOR US

* Ensuring that our employees are provided
with the right competencies and learning
opportunities as well as equal access to
programs that can enhance productivity,
leading to self-sufficiency and a better
quality of life;

* Ensuring the longevity of our business by
maintaining profitability, attracting and
retaining the right talent, providing relevant
financial solutions, managing our tangible
and intangible resources, and upholding a
culture of continuous improvement;

* Developing sustainable products and
services, and financing businesses and
activities that provide positive contribution
to the environment and the society;

* Ensuring that our business and operations
comply with all applicable laws, rules, and
regulations; and aligned with local and
international best practices and standards;

* Ensuring that we consider and integrate
social inclusion and gender equality factors
in how we do our business and operate in
our communities;

e Promoting the well-being of our
stakeholders by keeping a healthy
ecosystem of employees, outsourced
personnel, third-party service providers,
suppliers / vendors, customers,
shareholders, regulators, and external
communities.

OUR SUSTAINABILITY POLICY
STATEMENT

Philippine National Bank (PNB) is a private
Filipino, universal bank with global presence
committed to provide relevant financial
solutions to customers anywhere in the world.
It is committed to generate value through
a strategy focused on safe and sustainable
growth.

The capacity of the Bank to grow and sustain
business is contingent upon the quality of its
human capital, the condition of its physical
resources, the viability of its businesses, and
the Bank’s relationship with its customers,
employees, shareholders, regulators,
suppliers / vendors, outsourced personnel,
third-party service providers, and external
communities.

The Bank believes that Sustainability starts
from within by respecting human rights,
cultivating aninclusive and collaborative work
culture, helping all employees - regardless of
gender and background - gain equal access to
relevant training and opportunities to develop
skills and capabilities needed to succeed and
improve their well-being. Through this Policy,
the Bank commits to educate and engage
its employees, leading them to align with
PNB'’s thrust on Sustainability. The Bank aims
for its employees to embrace sustainability
principles not only at work but also in their
own personal lives.

Our corporate governance framework
supports these sustainability commitments
which earned the Bank recognitions from the
Institute of Corporate Directors (ICD) and the
Securities and Exchange Commission (SEC)
for our governance practices and initiatives.

Recognizing the Bank’s essential role in
helping shape the environment and the
social landscapes, we believe that our Bank’s
Sustainability footprint should also extend
to our products and services as well as
to financing or supporting the businesses
and activities of our customers. As such,
the Bank commits to fund or support
projects and activities that will contribute
to the achievement of the United Nations’
Sustainable Development Goals (SDGs).

The Bank will not support or involve itself in
any business or activity that is illegal, and
which might cause harm, directly or indirectly,
to people and the environment.

On the other hand, the Bank will subject to
enhanced due diligence and close monitoring
high-risk businesses and activities that are
consideredtohave harmful effects or negative
impacts on the society and the environment.
The Bank will continue to support these
businesses or activities provided they have
the necessary government approvals and
permits, have passed the ESG screening of
the Bank, and have submitted their mitigation
action plans to address environmental and
social risks.

In addition, the Bank expects its customers,
vendors / suppliers, and third-party service
providers to improve their business practices
by identifying and managing their own
environmental and social risks and impacts,
adopting good industry standards and
practices, and contributing positively to
the environment and the society. The Bank
commits to educate its customers, vendors
/ suppliers, and third-party service providers
on PNB'’s Sustainability Policy.

To promote social inclusion and gender
equality, the Bank will support and make
available socially- inclusive and gender-
sensitive financial solutions. The Bank will
do this by integrating social inclusion and
gender lens in financing businesses; financing
or refinancing projects that aim to improve
social inclusion and gender equality; and by
supporting CSR initiatives and activities that
promote and improve social inclusion and
gender equality.

Our economic, social, and environmental
responsibility includes complying with
all legal requirements. This Policy applies
to all activities of PNB, including events,
sponsorships, and engagements that the
Bank supports. The Bank’s employees,
outsourced personnel, vendors / suppliers,
and third-party service providers shall
uphold the principles under this policy to
the fullest extent possible within prevailing
budgets. Employees are encouraged to
inform the Bank’s management about
potential barriers that might hinder the
growth of the organization’s people and
its business.
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OUR SUSTAINABILITY PILLARS

Economic

Revenue growth, profitability, and
business continuity of the Bank.

Engagement in Sustainable Financing
Transactions, which will finance or
refinance projects and expenditures that
will have a positive environmental and
social impact and likewise support the
Bank’s growth objectives.

Financial wellness and long-term value for
customers, employees, and shareholders

Environmental

Efficient use and management of
our resources.

Reduced environmental footprint of
the Bank, our employees, customers,
outsourced personnel,vendors/ suppliers,
and third-party service providers.

Support for business and activities with
positive impact to the environment.

Support for customers to manage their
environmental risks and impacts.

Social

Succession planning through capability-
building, leadership development, and
strategic talent acquisition.

Enhanced productivity, self-sufficiency,
and quality of life for our employees by
providing the right competencies and
access to learning opportunities and
wellness programs.
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Development of an empowering and
inclusive culture where our employees,
customers, and stakeholders are treated
fairly and given equal opportunities.

Support for businesses, projects, or
activities that promote and improve social
inclusion and gender equality among
internal and external stakeholders.

Positive contribution to communities
through employee volunteerism and
other initiatives imbuing responsible
corporate citizenship.

Financial inclusion for communities
through  sustainable products and
services.

Governance

Compliance with all applicable laws, rules,
and regulations that govern our business.

Alignment with local and international
best practices and standards such as,
but not limited to, FATF International
Standards on anti-money laundering and
combating the financing of terrorism, UN
Sustainable Development Goals, and UN
Global Compact.

Transparency and accountability in all
areas of our operations.

An effective Environmental and Social
Risk Management System (ESRMS) across
all business functions and operations of
the Bank.

OUR SUSTAINABILITY
COMMITMENTS

We commit to do the following:

For our employees, we will:

Provide a safe, respectful, and
collaborative work environment that
cultivates personal and professional
growth.

Educate them on our Sustainability
Policy and encourage and inspire them to
contribute positively to their respective
communities.

Provide them access to various skills
development and learning programs
relevant to their existing functions and
target roles for enhanced productivity.

Provide equal opportunities for
candidates to be hired, without biases,
based on their skills and competencies.

Provide equal opportunities for
employees to be promoted based on
performance, potentials, and aspirations,
regardless of gender and background.

Eliminate biases, whether conscious or
unconscious, towards certain groups or
individuals and ensure that decisions are
rendered objectively and fairly.

Promote diversity, inclusion, and gender
equality in the employment experience
and in the workplace.

For our customers and communities,
we will:

Ensure the continuity of our business
through strategic succession planning.

Support businesses and initiatives that
foster and enable economic and inclusive
growth, environmental protection, social
development, and nation-building.

Raise awareness on sustainability and
the Bank’s sustainability thrusts through
various information dissemination
channels.

Promote financial wellness and create
value through tailor-fit and sustainable
products and services.

Provide or make available social
inclusion and gender-sensitive financial
solutions, as well as support initiatives
and activities that promote and improve
social inclusion and gender equality.

For our shareholders and regulators,
we will:

e Adhere to all applicable laws, rules,
and regulations governing our scope of
business and areas of operations.

e Align with international best practices
and standards such as, but not limited to
the FATF International Standards on anti-
money laundering and combating the
financing of terrorism, UN Sustainable
Development Goals, and UN Global
Compact.

¢ Be transparent and accountable in all
areas of our operations.

¢ Integrate sustainability principles in our
enterprise risk management system.

* Report the progress and milestones of
our Sustainability initiatives to the Board
of Directors at least quarterly.

¢ Review and, if necessary, update the PNB
Sustainability Policy annually.

For our vendors / suppliers,
outsourced personnel, and third-
party service providers, we will:

e Educate and ensure adherence to the
Bank’s sustainability policy and standards.

For our environment, we will:

¢ Reduce the environmental impact of
our operations through efficient use and
management of natural and man-made
resources.

¢ Adapt eco-friendly technologies.

e Support businesses and projects that
are compliant with environmental
laws and regulations and contribute
to the protection and conservation of
the environment through sustainable
financing and strategic partnerships.

e Partner with our employees, customers,
vendors / suppliers, and third-party
service providers to push forward the
sustainability agenda.

We Stand Together: Stronger, Better, Younger
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ALIGNING WITH THE UNITED NATIONS’ SUSTAINABLE
DEVELOPMENT GOALS (SDGS) AND THE UN WOMEN’S
EMPOWERMENT PRINCIPLES (WEPS)

In addition to aligning our activities and initiatives with the United Nations’ Sustainable
Development Goals (UN SDGs), we also committed to align with the UN Women Empowerment
Principles (WEPs) to ensure the success of our business while contributing to improve the
well-being of our customers, employees, shareholders, vendors / suppliers, third-party service
providers, outsourced personnel, and the future generation.

WORKING TOGETHER WITH OUR
SUSTAINABILITY CHAMPIONS
AND LEADERS

GRI102-32

Our  Chairperson and President/CEO
continues to be our staunch Sustainability
Champions. Together with our Corporate
Governance and Sustainability Committee
(a Board-level committee tasked to promote
ESG advocacies and exercise corporate
governance oversight functions), they
continue to provide guidance and direction
to the Bank’s management team on
integrating sustainability principles in our
scope of business and areas of operations.

Originally formed in 2020 to put together
PNB’s Three-Year Sustainability Transition
Plan, the Sustainability Technical Working
Group (TWG) continues to ensure and
monitor the implementation of the Bank’s
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transition plan. The TWG meets regularly
to go over sustainability-related issues or
concerns of the Bank before presenting or
escalating them to the Steering Committee.

The Steering Committee, on the other hand,
provides technical assistance, guidance,
and direction to the TWG in implementing
the Bank’s sustainability strategy, activities,
and initiatives. The committee also reviews
and deliberates on all sustainability-related
issues that concern the Bank before
these are presented and endorsed to the
President/CEO, the Corporate Governance
and Sustainability Committee, and Board of
Directors for approval or action.

The Bank’s Sustainability Project Steering
Committee is composed of the heads of
the different business and support units
while the TWG is composed of assigned
representatives of the business and support

STEERING COMMITTEE TECHNICAL WORKING GROUP

Public Affairs Group - Chairperson
* Financial Management Sector
* Institutional Banking Sector
* Retail Banking Sector
e Credit Management Group
*  Global Compliance Group
* Risk Management Group

Corporate Sustainability Unit - Chairperson
* Institutional Banking Sector
* Retail Banking Sector
* Credit Management Group
*  Global Compliance Group
* Risk Management Group

unit members of the Steering Committee.
Other business and support units of the Bank
are invited to both the TWG and Steering
Committee as resource speakers.

To centralize all CSR and sustainability-
related initiatives of the Bank, the Corporate
Sustainability Unit (CSU) was established
in 2019. Reporting under the Public Affairs
Group and as the appointed Chairperson of
the Sustainability TWG, the CSU helps the
Bank define, develop, and execute PNB’s
sustainability policy, framework, roadmap,
and strategy under the guidance of the
Sustainability Steering Committee, the
Office of the President, and the Corporate
Governance and Sustainability Committee.

The CSU works closely with the different
business and support units of the Bank in
implementing sustainability activities and
initiatives, and monitors the implementation
of the PNB Sustainability Three-Year
Transition Plan. The unit reports to both the
Corporate Governance and Sustainability
Committee and Board of Directors
every quarter, and whenever there are
sustainability-related concerns that need
immediate committee or Board approval or
resolution.

REPORT COVERAGE AND
PARAMETERS

GRI102-50, 102-54

This Sustainability Report is prepared in
accordance with the Global Reporting
Initiative (GRI) Standards: Core Option,
reflecting our Bank’ significant financial,
social, and environmental contributions from
January 1to December 31, 2021.

STAKEHOLDER ENGAGEMENT
GRI 102-40, 102-42, 102-43, 102-44

We believe in creating shared value with our
stakeholders; thus, we place importance in
their opinions, concerns, and expectations
as these influences how we do our business
and operations. While we aim for growth
and stability for both our business and
stakeholders, we also aim to contribute
positively to the economy, society, and the
environment.

Since the start of the pandemic which
restricted face-to-face interactions, we have
been utilizing online platforms such as Zoom
and Microsoft Teams, and even social media

We Stand Together: Stronger, Better, Younger
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OUR STAKEHOLDERS MODE OF ENGAGEMENT KEY CONCERNS AND EXPECTATIONS OUR RESPONSE

applications like Facebook, Twitter, Viber,
and WhatsApp in communicating with the
different stakeholders of the Bank. For our
stakeholders who are not tech-savvy or have
no access to these communication platforms,
we communicate with them though phone
calls, emails, or printed letters sent via postal

or courier service.

The table below shows our mode of
engagement with our stakeholders in the
“New Normal”. It also lists down their key
concerns and expectations, as well as the

Bank’s responses to these:

Employees Regular Video / Audio * Work-life balance * Year-round initiatives and
Conference Calls via Microsoft « Competitive compensation and programs to promote employee
Teams / Zoom benefits well-being conducted via digital
Emails « Safe and secure work environment platforms: in-house and external
Virtual Meetings / Events / * Training and development webinars; employee welfare and
Townhalls * Support for work-related needs such wellness (medical and mental
Surveys via SharePoint, as transportation to work, flexible work teleconsultation hotlines, power
Mentimeter, etc arrangement, etc. classes, etc.); employee recognition;

« Career progression and performance appraisal as
* Improvement of infrastructure and driven by our Human Resource
facilities Group
* Opportunities for volunteerism and * Regular checking and maintenance
community engagement of on-site offices / branches and
IT infrastructure (i.e., hardware,
software, and systems)

« On-site / off-site volunteerism or
community outreach opportunities
for our employees in partnership
with Corporate Sustainability Unit,
Human Resource Group and other
Bank units.

* Development and implementation
of Diversity and Inclusion Policy,
Whistleblower Policy, and Gender
and Equality Policy

Customers Regular virtual meetings with * Products and services that are * Branch presence across the

relationship managers and
branch personnel

Telephone calls

Website updates

Emails

Social Media Updates and
Messaging Apps (Facebook,
Messenger, Twitter, Instagram,
Viber, WhatsApp)

Virtual Events
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responsive to their current financial
needs

Fast and efficient customer service
Protection of customer information
Accessibility and convenience of
customer touchpoints

Waived fees for certain Bank
transactions

Updates and information on the Bank’s
operating hours, new products and
services, promos, etc.

Competent bank personnel who can
answer inquiries, complaints, and
concerns

country and overseas, offering
relevant financial solutions

« A reliable 24/7 customer service
hotline

» Enhanced strategic recruitment
efforts to attract a highly
professionalized, competent
workforce.

» Clear and timely customer updates
or advisories (i.e., schedule of
branch operations, new product /
service, promos, etc.)

* Waiver of fees for certain
Bank services (i.e., InstaPay,
PESONet, remittance) in support
of government and national
regulatory policies

* Financial Wellness Sessions,
Roundtable Discussions, Economic
Briefings

OUR STAKEHOLDERS MODE OF ENGAGEMENT KEY CONCERNS AND EXPECTATIONS OUR RESPONSE

Investors / Shareholders

+ Letters/ Correspondences
Emails, bulletins

Virtual Annual Stockholders’
Meeting

Virtual Investor Briefings
Investor Relations Programs

* Strong financial performance

» Shareholder returns

+ Corporate governance

» Transparency and disclosure

* Continued business growth

* Updates on new opportunities for
financial growth

« Sustainability / longevity of the
company or business

* Compliance with globally accepted
financial reporting standards and
adoption of best practices

Corporate governance framework
in accordance with global
standards and best practices
Strong Board and Management
oversight

Management Succession Plan
Transparency and accountability
Regular updates / bulletins on the
Bank’s performance

Financial Wellness Sessions,
Roundtable Discussions, Economic
Briefings

Regulators

Periodic examinations
Emails / Correspondences
Virtual Meetings
Webinars

* Conduct of sound business practices
and risk management

* Sustainability of the company

» Compliance to laws, rules, and
regulations

» Transparency and accountability

» Ligquidity and capital adequacy to
operate as a universal / commercial
bank

* Timely and accurate submission of
financial and regulatory reports

Timely and accurate submission of
regulatory reports

Transparency and accountability
Proactive dialogue

Full compliance / adherence to
banking laws, rules and regulations
in the country and overseas

Vendors / Suppliers
and Third-Party Service
Providers

Emails / Correspondences
Virtual Meetings
Phone Calls

* Timely and accurate payment of
products and services commissioned /
secured by the Bank

» Efficient vendor accreditation process
of the Bank

+ Updates / information on any changes
in the procurement / outsourcing
policies and processes of the Bank

Annual review of vendor / supplier
performance

Orientation sessions / briefings for
vendors / suppliers

Organized biddings, thorough
review of documentation
submitted, proper awarding and
onboarding of winning suppliers /
vendors

Review of necessary
documentation and facilitation of
timely release of payments
Foundation for the creation

of a Bank-wide Sustainability
Procurement and Supply Chain

by organizing webinars for the
Corporate Services Division and
other concerned business units

Outsourced Personnel

Phone Calls
Person-to-person meetings /
huddles

» Safety and security in the workplace

* Emergency support (i.e., financial
assistance for those whose work were
suspended because of the community
quarantine)

Development of a Bank-wide
Sustainability Policy which is
inclusive of outsourced personnel
Inclusion of the outsourced
personnel in the Bank’s safety and
health awareness program

CSR / employee volunteerism
initiatives for the benefit of
outsourced personnel

Communities

Virtual Financial Literacy/
Financial Wellness sessions
Virtual meetings and events
/ activities (i.e., donation or
turnovers, etc.)

Charitable/ Philanthropic
Contributions

Environmental and
sustainability-related projects
or initiatives

Partnerships with credible
NGOs, Foundations, academic
institutions, LGUs, or Civil
Society Organizations

* Knowledge of basic money
management

* Projects that support the economic,
social, and environmental landscape of
the community

» Disaster or emergency response

Networking and coordination for
certain CSR or sustainability-related
projects and activities

Financial inclusion through financial
literacy programs

Partnerships with credible social
development organizations, LGUs,
academic institutions, and civil
society organizations aligned with
the CSR and sustainability thrusts
of the Bank

Support for charitable and
philanthropic causes on education,
environment, and social welfare
development.

Support for affected communities
where the Bank has presence,
especially during times of natural
and man-made calamities (i.e., relief
operations) with assistance from
our employees, our subsidiaries,
and affiliates.
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REPORTING PROCESS

GRI102-21102-29,102-31, 102-32, 102-46, 102-47

Since 2020, we have been preparing our own
Sustainability Report. The objective of our
independent reporting and writing process
was for us to develop an appreciation of
our existing best practices and to better
understand the gaps, challenges, and
areas for improvement in our business and
operations.

As a member of the Lucio Tan Group (LTG)
of Companies, we share relevant data and
updates on our sustainability activities and
initiatives to the conglomerate to include
in their own Sustainability Report. We align
our metrics, data gathering method, and
schedules with that of the conglomerate for
consistency and accuracy.

Below is the process our Bank went through
in preparing this Sustainability Report:

ENGAGING THE

STAKEHOLDERS

Kicked off the preparation
of the 2021 Sustainability
Report through a formal
email communication with
the concerned business and
support units of the Bank.

ENGAGING THE
STAKEHOLDERS

Assessed and validated
the Material Sustainability
Topics with the internal key
stakeholders of the Bank

ENGAGING THE
STAKEHOLDERS

Using the GRI reporting

standards, relevant data and

information pertaining to the

Bank’s existing economic,

environmental and social

initiatives were collected and
collated in two (2) phases:

* November 26, 2021:
Disclosure of Management
Approach on different
sustainability topics /
themes or DMAs

* January 16, 2022: Data
on specific sustainability-
related topics or themes
from January to December
2020

The CSU prepared the report

with the data / inputs from

the different business units of
the Bank.

ENGAGING THE
STAKEHOLDERS

Upon completion, the

report went through the

following levels of review and

affirmation of disclosures:

» concerned business and
support units of the Bank;

* Sustainbility Technical
Working Group and
Steering Committee;

» Office of the President; and

* Corporate Governance and
Sustainability Committee.

Our key material sustainability topics for 2021 are still the same as in 2020. These sustainability

topics remain important and relevant to the Bank and its stakeholders.

'—
(2]
w
24
w Indirect economic im
2CL e pact
-
Z Finahcial inclusion and literacy
[24
w Community relations and initiatives
[a]
|
I Responsible financing and investment
w Diversity and
i Climate change inclusion
[
2]

Energy efficiency

Water management ‘

Environmental compliance

. Labor-management relations

CUSTOMERS

SOCIETY

‘ Anti-corruption

‘ Safety and well-being

Learning and development

. Economic performance
Socio-economic compliance
Risk management

‘ Employment
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Materials stewardship

Supplier social assessment “

Public policy Supplier environmental

assessment
Rights of indigenous people

Supply chain
management
Greenhouse gas emissions
Human rights
Managing waste Non-discrimination

Security practices

. Anti-competitive behavior

Market presence (local hiring)

Freedom of association and collective bargaining

Forced or compulsary labor

IMPACT
>
ECONOMIC . SOCIO-ECONOMIC CUSIOIFIIR A
;iYTERIAL 1 PERFORMANCE EMPLOYMENT RISK MANAGEMENT COMPLIANCE SEE\@§¥\(AND
ISSUES BY
RANK E ANTI-CORRUPTION ?If&rll\—lAsll-:ORMATION Eﬁé&%ﬁﬁém AND 9 IIE)EECFI;'I:“ONPGMQE'II? 10 :ugchTCT ECONOMIC
AND INNOVATION SATISFACTION
The Bank’s financial performance and continue to strengthen our risk management
stability continues to be the most crucial - particularly our data security and privacy
issue for both our internal and external measures - to protect our Bank and our
stakeholders during the pandemic. In stakeholders from the threat of cybercrimes.
addition to the financial performance of the The Bank also considers adherence to laws,
Bank and the accompanying apprehensions rules, and policies that govern its business
on their job security, our employees’ concern and operations in areas where it has presence
also centered on their work-life balance as as part of its good governance.
well as on their physical and mental health
while working onsite, remotely, or on a hybrid We will be revisiting these material
arrangement. sustainability topics in 2022 to see if these
are still relevant to the Bank and to all our
While we continue to work on our digital stakeholders, and to align with the scheduled
transformation initiatives to provide relevant materiality assessment exercise of the LT
financial solutions for customers, we also Group of Companies next year.
We Stand Together: Stronger, Better, Younger 95



SUSTAINABILITY
REPORT

CONTACT INFORMATION
GRI102-53

We value your feedback. For any inquiries
or comments, you may contact us through
the following:

PNB Office of the Corporate Secretary
9/F PNB Financial Center,

Pres. Diosdado Macapagal Boulevard,
Pasay City

Tel. No.: (+632) 8 526-3131 local 4106
Stockholder Relations Officer:

Atty. Ruth Pamela E. Tanghal

Email: tanghalrpe@pnb.com.ph

ECONOMIC PERFORMANCE
GRI103-1,103-2, 103-3, 2011
SDG 8,9

For 2021, the Bank’s economic performance
continues to rank as the top material issue for
both the management and the stakeholders.

As a financial institution, we generate
and distribute economic values to various
stakeholders. These include salaries and
benefits of employees, taxes paid to
government, paymentsto vendors/suppliers
and third-party service providers, dividends
for shareholders, donations or charitable
contributions to social development causes,
and support for CSR and sustainability
activities and initiatives of the Bank.

PNB Investor Relations Unit

9/F PNB Financial Center,

Pres. Diosdado Macapagal Boulevard,
Pasay City

Tel. No.: (+632) 8 526-3131 local 2120
Investor Relations Officer:

Ms. Emeline C. Centeno

Email: centenoec@pnb.com.ph

PNB Customer Care Hotline:
Tel. No.: (+632) 8 573-8888
Email: customercare@pnb.com.ph

ECONOMIC VALUE DISTRIBUTION TABLE
The expenses of the Bank for its charitable
contributions  and sustainability-related
activities and initiatives increased due to its
participation in the vaccination program of
the conglomerate. There was also an increase
in the expenses of the Bank’'s membership
dues as these different associations return to
their normal operations.

On the other hand, there was a significant
decrease in the expenses of the Bank
pertaining to wages and benefits paid to the
employees which can be attributed to the
number of employee separations during the
reporting period.

Economic Impact 2019 % 2020 % 2021 % of

(In Philippine Peso) In Millions of Total In Millions of Total In Millions Total
Armeunit [Z21g 1o suziplicrs / 4358 2320% 4623 23.62% 4350  2508%
vendors
Consolidated membership fees 18 010% 13 0.07% 15 0.09%
and dues
Consolidated charitable
contributions and sustainability- 46 0.24% 25 013% 29 0.17%
related activities and initiatives
UL OB L S Ll 9,547 50.82% 10,168 51.95% 9,986 57.59%
employees
Taxes paid to government 4,818 25.64% 4,743 24.23% 2,961 17.07%
TOTAL 18,787 100.00% 19,572 100.00% 17,341 100.00%

Source: Financial Management Sector, PNB
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Dividend Policy

We continue to adopt a dividend policy
where “dividends shall be declared and paid
out of the surplus profits of the Bank at such
times and in such amounts as the Board of
Directors may determine in accordance with
the provisions of law and the regulations of
the Bangko Sentral Ng Pilipinas (BSP) and
the Securities and Exchange Commission
(SEC), subject to compliance with such
financial regulatory requirements as may be
applicable to the Bank”.

SOURCING AND SUPPLY CHAIN
MANAGEMENT

GRI102-9,102-10
SDG 10, 12

We follow a simple procurement process
composed of the following: (1) sourcing from
accredited vendors / suppliers and third-
party service providers, (2) canvassing and
bidding, (3) review / assessment of bids, (4)
and awarding to vendors / suppliers through
issuance of Purchase Orders or Letter of
Awards. Our Procurement Committee, which
is composed of various members from the
Bank’s Senior Management Team, meet
regularly to review and deliberate on each
submitted bids of accredited vendors /
suppliers or third-party service providers.

PurchasesandservicesaresourcedfromMetro
Manila-based accredited vendors / suppliers
and third-party service providers to maintain
standard quality. For provincial and overseas
branches and offices, the Procurement
Department helps them purchase or source
from local vendors / suppliers in the area to
minimize transportation costs. Purchasing
or sourcing from non-accredited vendors /
suppliers or third-party service providers is
strongly discouraged; however, exceptions
are allowed in cases when the service
engagement is considered seasonal /
occasional, one-time, or an emergency.

Our Vendor Management Policy requires
concerned Bank units to evaluate the
service and technical capability of their
respective vendors / suppliers or Third-
Party Service Providers on an annual basis.
To more efficiently assist the different
Bank units on this, the Accreditation and
Vendor Management Department (AVMD)
under Corporate Services Division (CSD)
of Administration Group (AG) improved its
process of accreditation, risk assessment,
and conduct of due diligence of vendors /
suppliers and third-party service providers.

Enhancements on the parameters of
accreditation criteria were also made to
accommodate more applicants for vendor
accreditation. Existing vendor-related forms
and documents were also updated to reflect
ESG criteria such as the business’ gender
composition of management and manpower
complement as well as their compliance with
environmental and social laws, policies, and
regulations among others.

As of December 2021, the Bank has
1,354 accredited vendors / suppliers and
third-party service providers. The list of
accredited vendors / suppliers and third-
party service providers is regularly updated
and disseminated to all PNB offices and units
for reference and guidance.

FINANCING GREEN, SOCIAL, AND
SUSTAINABLE BUSINESSES AND
PROJECTS

GRI103-1,103-2, 103-3, 203-1, 203-2
SDGS1,2,3,56,7.8,9,10,1,12,13

As part of our commitment to create
positive impact on the economy, society,
and the environment, we continue to
support and finance businesses and projects
that contribute to the achievement of the
sustainable development goals.

In 2021, a total of Php229.39 billion or 47%
of the Bank’s total loan portfolio was used
to finance sustainable business and projects
such as affordable housing (economy
condominium and subdivision projects),
agricultural production (swine and poultry
farming), food manufacturing, energy
generation and distribution, renewable
energy (hydropower), water distribution
and supply, waste water management
system, construction of infrastructure

We Stand Together: Stronger, Better, Younger
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that increases climate change resilience,
construction and operation of toll roads and
bridges, telecommunications infrastructure,
responsible packaging, microfinancing
especially for women, and construction of
green buildings and health facilities that
promote nation-building and countryside
development.

% of Total Loans

1%

. Industry, Innovation, and
infrastructure

. Unclassified

. No Poverty & Zero Hunger
. Sustainable Cities and

. Clean Water and Sanitation Communities

. Gender Equality and Reduced

Affordable Energy Inequalities

Source: Institutional Banking Sector, PNB

In 2021, the Bank launched the PNB US
Equity Sustainability Leaders Feeder Fund
which allows Filipino clients to invest in US
companies with superior environmental,
social, and governance (ESG) characteristics
through its target fund, the Legg Mason
ClearBridge US Equity Sustainability Leaders
Fund. The fund puts great value in ESG and
incorporates it in the investment selection
process, as opposed to simply considering
the potential profitability of securities.

This global feeder fund allows investors
to further diversity their investments to
include US and other globally-traded shares
of stocks. This fund is affordable with a
minimum investment of USD1,000.00.
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MANAGING THE E&S RISKS AND
IMPACT OF OUR SUPPORTED
BUSINESSES

GRI102-15, 103-1, 103-2, 103-3

We continue to assess and manage our
environmental and social risks and impacts
associated  with  financing  businesses,
projects, or industry sectors. In keeping with
this commitment, we will continue to refrain
from supporting businesses and activities
that have adverse environment and social
impacts:

e Money laundering, terrorism, criminal,
and illegal activities

e Bribery including giving, offering,
receiving, or requesting bribes

e Child labor and any form of exploitation
of children

e Forced labor

 Adult entertainment, prostitution, human
trafficking

e Activities related to nuclear power
generation and fuels, hazardous
chemicals, and radioactive substance

e lllegal mining
e lllegal gaming
*  Violating rights of local communities

Production or trade of wildlife regulated
under the Convention of International
Trade in Endangered Species of Wild
Fauna and Flora (CITES) and United for
Wildlife Financial Taskforce

« Any form of animal cruelty

e lllegal logging or uncontrolled fire -
including transactions in which a client
engages inillegal logging or uncontrolled
use of fire for clearing forest lands,
conversion of land for plantation use in
primary tropical moist forests

« Land clearance by burning

¢ Production and movement of weapons
and ammunitions for non-law
enforcement, non-military use which
violates basic humanitarian principles,
and this includes anti-personnel mines,
cluster munitions and weapons of mass
destruction

* lllegal Internet gaming - transactions
connected to the participation of another
person in a bet or a wager that involves
the use of the Internet that is unlawful
under law

e Fishing with the use of explosives or
cyanide

¢ Production or activities that impinge
on the lands owned or claimed under
adjudication by indigenous people,
without full documented consent of such
peoples

Finning and/or trading (wholesale or
retail) or serving at eateries of shark’s fin,
or shark-finning, and deriving material
revenue from such activities

e Natural resource extraction in UNESCO
World Heritage sites - engaging
in transactions focused on natural
extraction  within UNESCO  World
Heritage sites, unless there is prior
consensus between UNESCO and the
host country’s governmental authorities
that activities will not adversely affect
the natural or cultural value of the site

We have already implemented the use of
the ESG screening checklists and forms as
part of our enhanced due diligence starting
with Publicly Listed Companies (PLCs), high
and medium E&S risk Corporate Banking
Group (CBG) accounts, and Project Finance
accounts. ESG data from these screening
tools is incorporated into our loan clients’
risk rating.

To align expectations and ensure compliance
with  the regulatory requirements, we
organized roundtable discussions to educate
our loan clients and employees on the Bank’s
Sustainable Finance Framework and other
ESG-related topic or themes.

We also continue to comply with regulatory
issuances related to COVID-19 impacted loan
clients, assisting them in their recovery by
restructuring their loans with reference to
industry recovery and pandemic-affected
cashflows.

ENVIRONMENTAL IMPACT

We continue to show our commitment to
help care for and protect the environment
by raising awareness among our employees
through digital channels. We also continue
to help reduce the Bank’s environmental
footprint by improving our energy, fuel, and
water consumption, managing our wastes
properly, reducing our paper consumption

by going digital in our processes and
transactions, and ensuring that the
businesses, projects, and industries that we
support are also environmentally compliant.

While some of our employees continue to
work onsite, especially those assigned in the
branches and with critical support functions,
majority of the employees still work remotely
or in a hybrid set-up. These type of work
arrangements do not only provide flexibility
and safety for our employees but also
helped to reduce both our employees’ and
the Bank’s environmental footprint as there
would be less daily transportation and paper
consumption.

POWER, FUEL, AND WATER

CONSUMPTION

GRI103-1,103-2, 103-3, 302-1, 302-4, 303-1, 303-2, 303-5,
305-1, 305-2

SDG 6, 7,8,12,13

Electric, fuel, and water consumption of the
Bank, particularly at the PNB Financial Center
in Pasay City and the PNB Makati Center,
significantly decreased during the reporting
period when ownership of these buildings
were turned over to PNB Holdings Corporation
in January 2021 thus, making PNB a lessee of
these buildings by occupying certain areas
only. Power and water at PNB Head Office,
as well as in domestic and overseas branches
and offices, are sourced from third party utility
service providers.

The Bank’s Administration Group continues to
ensure that energy and water resources of the
Bank in PNB-occupied areas at the Financial
and Makati Centers in Pasay and Makati
are efficiently managed, and consumption

We Stand Together: Stronger, Better, Younger
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PNB Financial Center
(Pasay)

PNB Makati Center
(Ayala Avenue)

Metro Manila Branches
Luzon Branches
Visayas Branches

Mindanao Branches

PNB Overseas Branches
and Offices

is reduced through vyear round activities
such as ensuring that all conventional light
fixtures are replaced with LED; all defective
lamps and bulbs are replaced; bank-owned
standby generator sets and service vehicles
are regularly maintained; and defective toilet
fixtures (faucets, water closets, urinals, and
lavatories) are repaired or replaced.

The tables below show the energy, water,
and fuel consumption of our Head Offices in
Pasay and Makati in 2021. In addition, we have
included the energy and water consumption
of our domestic and overseas branches and
offices. We will continue to work on improving
our data collection and reporting of our
resource consumption in the coming years.

Power Consumption Table

2019 9,224,938

2020

2021

Source: Administration Group, Branch Banking Group, and
International Banking and Remittance Group, PNB

Water Consumption Table

2020

2021 i S 259024

Source: Administration Group, Branch Banking Group, and
International Banking and Remittance Group, PNB

Energy and water consumption of our
domestic branches in Metro Manila decreased
in 2021 compared to 2020 as a result of the
integration of 19 branches as part of the Bank’s
branch rationalization initiative. Power and
water consumption increased in Luzon areas
as more branches were opened and banking
hours returned to normal.

Our branches in the Visayas and Mindanao
areas increased their water consumption with
the opening of more branches as we gradually
return to normal banking operations. Power
consumption in  these areas, however,
decreased due to frequent power outages,

Fuel Consumption Table

2,897

2019

2020

2021

. PNB Financial Center

. PNB Makati Center
(Pasay)

(Ayala Avenue)

Source: Administration Group, PNB

with the longest power outage caused by
Typhoon Odette in December 2021 particularly
in certain areas in the Visayas region.

Fuel consumption at the PNB Financial
Center in Pasay City for the reporting period
was only for the weekly testing/maintenance
of the generator sets for areas leased by the
Bank and the fuel consumed by the Bank’s
motor pool. Regular maintenance of the
generator sets and Bank-owned vehicles
were conducted for fuel efficiency and for
reduction of carbon emissions.

The illustration below shows our Green House
Gas (GHG) Emissions for 2021. GHG emissions
of our Head Offices in Pasay City and Makati
City has significantly reduced for the vyear,
but the total carbon footprint of the Bank
has increased with the inclusion of the data
from our domestic and overseas branches
and offices. For 2021, only Indirect or Scope 2
of GHG emissions of domestic and overseas
branches and offices of the Bank are included
in the report.

Greenhouse Gas Emissions Table

TYPE OF GHG EMIS- 2019 (in 2020 (in 202

SIONS Tonnes CO,e) Tonnes CO,e)

(in Tonnes
CO,e)

PNB Financial Center and Makati Center

3Direct (Scope 1) 21.86
GHG Emissions*

4,093.90 3,972.08

“Indirect (Scope 2) 15,548.45 9,812,632.08 | 1,886,961.08

GHG Emissions**

PNB Domestic Branches

Direct (Scope 1) 0.00
GHG Emissions*
Indirect (Scope 2) 11,838.78

GHG Emissions**
PNB Overseas Branches and Offices
Direct (Scope 1) 0.00
GHG Emissions*

Indirect (Scope 2)
GHG Emissions**

Total Carbon 15,570.31
Footprint

465,313.80

9,816,725.98 | 2,368,085.74

Source: Administration Group, Branch Banking Group, and International
Banking and Remittance Group, PNB

'Data available for selected overseas PNB branches and offices only.

?Data available for PNB branches and offices in Europe, Singapore and Japan only
*Direct (Scope 1) GHG emissions are from sources that are owned or controlled by an organization such as any physical unit or process that
releases GHG into the atmosphere. This includes CO2 emissions from fuel consumption. Source: Consolidated Set of GRI Sustainability Reporting

Guidelines 2018.

“Indirect (Scope 2) GHG emissions are those that result from the generation of purchased or acquired electricity, heating, cooling, and steam
consumed by an organization. Source. Consolidated Set of GR/ Sustainability Reporting Guidelines 2018.
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RESOURCE AND WASTE
MANAGEMENT

5GRI'103-1,103-2, 103-3, 306-1, 306-2, 306-3
SDG 3,612

We observe and practice proper waste
disposal to reduce our environmental footprint
by engaging the services of environmentally
compliant and DENR-accredited service
providers.

Paper waste continue to be the most common
waste generated by the Bank. We shred our
paper wastes and sell these to recycling
centers. Proceeds from the sale of these paper
wastes are then used to support the Bank’s
waste management initiatives for our Head
Offices in Metro Manila. Our branches, on the
other hand, use the proceeds from the sale
of their paper wastes to help support their
own employee volunteerism or community
outreach activities.

We encourage our employees to follow
the reuse, reduce, and recycle principle in
managing solid waste materials. Empty
plastic and metal containers and bottles are
recycled as pots for plants at the Head Offices
and at branches. Other non-recyclable waste
materials, as well as used face masks and face
shields, are properly segregated and disposed.

Electronic waste is another common solid
waste generated by the Bank. We replace old
computers if there are defective parts and the
service is obsolete, and because of a system
migration or upgrade. Instead of throwing
away old computers due to defective parts,
system migration or upgrade, our Information
Technology Group (ITG), which is in charge
of all IT-related purchases and disposals,
ensures that these old but still serviceable
computers as well as computer parts and
peripherals are repaired for office use or
refurbished for donation to different non-
government organizations or public schools.
Only electronic items that could no longer be
repaired, recycled, or re-used are disposed
properly by the Bank.

To help reduce the electronic wastes
generated by the Bank, our ITG incorporated
sustainability requirements as part of the
criteria in the selection of hardware and
software systems and service providers. We
also replaced old desktop computers, which
consume 150-200 watts of power, with
more energy-efficient tiny and mini desk-top
computers which use 18 watts of power only.
In addition, our Bank shifted to issuance of
laptops as the standard computer for non-
branch personnel for ease of mobility.

*Based on GRI 306: Waste 2020 reporting standards published in May
2020, the updated waste -related disclosure on GRI 306: Effluents and
Waste.

Moreover, we refurbish and repair old office
furniture and equipment such as tables, chairs,
steel filing cabinets and wood cabinets so we
could use them again. For old office furniture
that can no longer be repaired, we bid these
out to interested third parties. Proceeds from
the sale of these old items are booked as
income for the Bank.

The table below lists down the common
domestic and non-hazardous waste materials
from our PNB headquarters and domestic
branches only.

Since the Bank is not fully occupying the entire
PNB Financial Center and Makati Center, only
waste materials from the areas leased by the
Bank in these buildings are included in the
report for 2021.

Common Types of Wastes from the PNB Headquarters

Quantity / Volume Quantity / Volume
Collected

In 2019 In 2020

(In Metric Tons)

Collected

Waste Category

(In Metric Tons)

Quantity /
Volume Collected

In 2021

(In Metric Tons)

Non-Hazardous

Solid Waste (i.e., paper 144 232.00 100.00
wastes, construction debris,

elevator parts, tree branch

cuttings, etc.)

Hazardous

Used Qil 1.3 1.62 0.43
Lead Acid Batteries 0.50 0.50 0.00
Busted Fluorescent /LED 0.86 1.49 0.45
Lights

Contaminated Rugs 0.024 0.30 0.30
Expired Paints 0.0235 0.00 0.00
Ozone depleting substances | O.1 0.00 0.00
Electronic Wastes 0.08 0.00 0.00

Source: Administration Group, PNB

Common Type of Wastes from the Branches

Quantity / volume collected

in 2020
(In metric tons)

Waste category

Luzon Visayas |Mindanao

Manil
ania Branches | Branches | Branches

Branches

Metro Metro
Manila
Branches

in 2021
(In metric tons)

Luzon Visayas
Branches | Branches

Quantity / volume collected

Mindanao
Branches

Non-Hazardous

Solid Waste (i.e., 26.70 t 5312t 2192t 1214 t 9.67 t
paper wastes)

4237 t 2954 t

.68 t

Hazardous

Used Qil (i.e., from
gen sets during
power outages and
weekly testing)

38t 366t 21t 116 t 14t

191t 288 t

64t

Lead Acid Batteries

G e i) 267t 542t |69t At 055 t

271t 164t

163t

Busted Fluorescent

JLED Lights .08t 30t .04t .05t 51t

401t 20t

©e

Contaminated Rugs |.25 t 69t 12t 06t 08t

S50t 16t

02t

Expired Paints 03t Ot 02t 00t o1t

.001t .06t

Ozone depleting
substances (i.e.,
aerosol spray cans  |.03 t .03t 01t .06t (0]
for disinfectants, air
fresheners, etc.)

038t .05t

04 t

Electronic Wastes
(i.e., old defective
machines, old/
broken IT-related
equipment /
peripherals, etc.)

J2t 20t 18t 27t o1t

206 t Nt

Source: Branch Banking Group - Retail Banking Sector, PNB
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Thereductioninthe waste materials generated
by our Metro Manila or NCR branches in 2021
is attributed to the temporary closures of
some branches during the pandemic, while
the increase in the wastes generated by the
branches in other regions are from the regular
maintenance works such as replacement of
lighting fixtures, and change oil and batteries
for the generator sets.

Our non-hazardous waste materials at the
PNB Head Offices and domestic branches
are collected on a regular basis by their
respective local government units’ assigned
and DENR-accredited garbage disposal
service providers, and these are disposed in
DENR-accredited landfills.

Effluent or wastewater discharged by our
Head Offices are mainly from the toilets and
cafeterias. Our PNB Makati Center directly
discharges wastewater to the sewer line of of
the Manila Water Company, Inc., which then
goes to the water company’s centralized
treatment plants also located in Makati City.
On the other hand, the wastewater from our
PNB Financial Center is treated in the Sewage
Treatment Plant (STP) located inside the
complex in Pasay City - that is now operated
and maintained by PNB Holdings Corporation
- before it is released to the Manila Bay.

We reduce our paper consumption as we
continue to encourage our clients to shift to

Paper Consumption Table

plo)lc] 2020 ployil
Total Total
Description Qty. Tota(lﬁg)o St Qty. Amount Qty. Amount
(PhP) (PhP)

Copy Paper 43,879 35,000 32,753
Short reams 5,599,399.19 reams HER0I000 reams ZE=E2lE]
Copy Paper 12,000 28,083
Long 19,317 reams 2.465,042.37 g 1,630,560 i 2,978142.94
et ) SEl e 10,298,556.00 | 222800 115655002 491890 1965450631
Slip pads pads pads
Withdrawal | 41 800 pads [88825000  |72090 1659000 |12742  |206176205
Slip pads pads
Signature 1,521,800 1,106,700 984,900
Card pcs 517,412.00 pcs. SAS2E pcs Z7SIE0AC
Customer
Information | 464,970 316179.60 1,134,000 771120 606,800 381.920.84
Form - pcs pcs pcs
Individual
Customer
Information 55,000 79,300
[ 60,000 pcs 60.000.00 - 55,000 s 64,974.00
Business
Cash

60,000 69,557
giapnsfer 45,100 pads 455,510.00 —" 606,000 e 846,907.65
TOTAL: 20,600,349.20 21,893,840 19,158,816

Source: Corporate Services Division, PNB
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digital banking, enroll in electronic statement
of accounts (e-SOA), open PNB accounts
through digital channels, and go paperless for
select transactions.

Also, as part of our digitalization plan,
we partnered with Adobe Sign to digitize
our loan implementation and transaction
documents. We are looking at adopting
this service enterprise-wide by 2022. With
the partnership, the Bank will make it safer
and easier for customers to do transactions
anytime, anywhere while reducing our own
environmental footprint.

THE PROJECT P.L.A.N.E.T.
CAMPAIGN AND INTERNAL ESG
BULLETINS

SDG 3,12,13

In September 2021, the Bank received the
Green Leadership Award in the 2021 Asia
Responsible Enterprise Awards (AREA) for its
Project P.L.AN.ET. (Protect, Love, and Nurture
the Environment Together).

The Project PLANET. (Protect, Love,
and Nurture the Environment Together)
is our Bank's banner environmental and
sustainability program that was developed to
raise awareness among employees on how
they can play a role in upholding sustainability
at the workplace and at home.

The third year of the campaign focused on
encouraging employees to use washable
face masks, use eco-bags for groceries, reuse
plastic food containers, forgo use of plastic
cutleries in online food deliveries, consider
giving eco-friendly gifts during the holidays,
and dispose their face masks and face shields
responsibly. Employees were also informed
on the different national and international
observances related to the environment and
sustainability such as the Earth Hour and
International Water Day, to name a few.

In addition, as part of our commitment
to educate our employees on the Bank’s
sustainability thrusts, we developed and
released ESG bulletins via email to all
Philnabankers on topics such as the definition
of sustainability, sustainable development

goals, and PNB’s sustainability policy. Our
Retail Banking Sector also release weekly email
reminders called “It’s Earth Day Tuesday!” to
all branch employees to raise environmental
awareness and provide reminders and tips on
how to reduce carbon footprint at work and
at home.

SOCIAL PERFORMANCE
Caring for Our People

Our people will always be our primary asset
and we believe that our employees can only
succeed in conditions that encourage growth
and ensure their health and well-being. By
respecting their human and labor rights,
cultivating an inclusive and collaborative work
culture, and providing equal access to training
and growth opportunities, we are not just
helping Philnabankers to succeed and improve
their well-being but we are also helping PNB
become stronger and sustainable.

At the forefront of building and developing
the Bank’s talent pool and promoting an
inclusive and collaborative work culture is our
Human Resource Group. It has the role and

the responsibility of recruiting, developing,
and retaining the right talents for overseas and
domestic assignments. Our holistic employee
programs and activities are geared towards
promoting and improving the different
aspects of the Philnabankers’ health and well-
being.

THE PHILNABANKERS AT A GLANCE
GRI102-7,102-8, 102-41,103], 103-2, 103-3, 401-1, 405-1
SDG 5,8

As of December 2021, the Bank had a total
of 8,656 full-time and permanent employees.
Women employees took up 66% or 5,745 of
the total employee population, while male
employees comprise 34% or 2,911 the Bank’s
talent pool. This figure includes the 14 retired
employees who were previously re-hired
under management contracts.

Forty-six percent (46%) or 4,012 of the total
employee population are covered by the
Collective Bargaining Agreement (CBA) of the
Bank. Three thousand four hundred ninety-
five (3,495) or 40% of the total employee
population are union members, with more
female members (2,339) compared to male
members (1,156).

For the reporting period, 2,893 or 33% of
employees are working fromm home or remotely
while 5,763 (67%) are working onsite.

By Gender

2019 2895
5,657

3,057
6,014

2020

2,91
2021

5,745

Source: Human Resource Group, PNB

By Rank

4,318

2019

4,691
2020
4,380

4,644
2021
4,012

»
)
\ [N
N )

Source: Human Resource Group, PNB

B vale
. Female

. Officer

. Rank and File

We Stand Together: Stronger, Better, Younger 103



Employee Breakdown Per Gender and Age

Gender & Age

Gender & Age

Gender & Age

Under 30 855 Under 30 827 Under 30 698
Male 31to 50 1,529 Male 31to 50 1,742 Male 31 to 50 1,702
51 and over 509 51 and over 488 51 and over 51
2019 Under 30 1,809 2020 Under 30 1,818 2021 Under 30 1,533
Female 31to 50 2,736 Female 31to 50 3,151 Female 31to 50 3,116
51 and over 1112 51 and over 1,045 51 and over 1,096
Total 8,550 Total 9,071 Total 8,656
Source: Human Resource Group, PNB Source: Human Resource Group, PNB Source: Human Resource Group, PNB
Gender Breakdown per Rank Gender Breakdown per Group
2019 2020 2021 2019 2020 2021
Rank Female| Male | Total |[Female| Male | Total |[Female| Male | Total Rank Female| Male | Total |Female| Male | Total |Female| Male | Total
President 1 1 1 1 1 1 Corporate 13 4 17 14 4 18 4 17 21
Executive 1 6 7 1 4 5 1 3 4 Scclela /S Office]
Viee Credit n3 153 266 160 175 335 167| 148 315
President Management
First 3 2 5 4 1 5 5 6 m Siroup
Senior Vice Enterprise 7 12 19 8 n 19 10 9 19
Presiekr Information
Senior Vice 15 14 29 13 8 21 12 5 17 SIS CoU
BresicEnt Emte‘rpm'se 163 157 320 175 176 351 174 172 346
First Vice 26 21 47 18 18 36 14 20 34 Senviceskoecton
President Financial 109 5y 162 82 41 123 43 94 137
Vice 32 28 60 32 28 60 30 24 54 MEMEESEE
President Seelion -
Serfer 75 50 125 80 53 133 a1 55 146 Global Banking 36 23 59 30 21 51 18 36 54
Asst Vice And Markets
President SEeer
Assistant 122 72 194 122 70 192 120 69 189 Cltolozl =0 2 & & 2l 55 2 & EE
Viea Compliance
President Sroup
Ser 179 4 293 184 a7 331 202 151 253 Human Resource 239 126 365 57 23 80 20 56 76
Manager Group
Manager 2 238 145 383 285 56 4 291 68 459 Information 142 228 370 150 247 397 244 144 388
Technology
Manager 1 502 248 750 539 278 817 566 269 835 Group
Assistant 854 326 1180 929 363 1292 919 359 1278 Institutional 239 105| 344 245 109 354 97| 242 339
Manager 2 Banking Sector
Assistant 849 395 1244 916 441 1357 841 422 1263 Internal Audit 91 54 145 87 49 136 55 88 143
Manager 1 Group
Senijor 207 154 361 225 159 384 200 144 344 Marketing 25 17 42 25 18 43 17 22 39
Specialist And Brand
Specialist 216 140 356 244 152 396 233 132 365 I:anagement
ector
Senior 395 213 608 428 224 652 412 219 631 Office Of The 8 B By 1 B 24 5 6 8
Assistant
Corporate
Assistant 839 403 1242 880 4an 1291 832 381 1213 TreEsuEr
Senior Clerk 104 559 1663 m4 541 1655 976 482 1458 Office Of The 2 4 6 2 3 5 4 2 6
Junior Clerk 0 2 2 0 2 2 0 1 1 President
TOTAL: 5,657| 2,893 8,550 6,014| 3,057 9,071 5745 2,911 8656 gfoeurzt'ons 49| 292) 788 546 33 877 300 S8 8
Source: Human Resource Group, PNB Public Affairs 6 2 s 5 2 7 ) 3 11
Group
Retail Banking 3798 1580| 5378 4123 1707| 5830 1636| 3955| 5591
Sector
Risk Management 32 6 48 44 19 63 25 48 73
Group
Strategy Sector 16 6 22 15 7 22
Trainees (Botp, 108 58 166 40 47 87
Jedi, Mtp)
Trust Banking 60 24 84 58 23 81 19 65 84
Group
Wealth 22 10 32 25 9 34 12 23 55,
Management
Group
Grand Total 5,657| 2,893| 8,550| 6,014| 3,057| 9,071| 5,747| 2,911| 8,656
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For 2021, 4,818 or 55.7% of the total employee
population are within the 31- to 50-year-old
age range, with more women within the said
age range at 64.7% (3,116) compared to men
at 35.3% (1,702).

Four thousand six hundred forty-four
(4,644) or 53.6% of our total employee
population are officers, 456 of which hold
key management positions from the rank of
AVP up to President. From this figure, 273 or
60% are women leaders from the rank of AVP
up to EVP while men leaders comprise 40%
(183) from the rank of AVP to President.

The Retail Banking Sector, to which the
Branch Banking Group belongs, followed
by the Operations Group, Information
Technology Group, Institutional Banking
Sector, and Enterprise Services Sector
continue to have the highest number of
employees for three consecutive years. The
Information Technology Group, Enterprise
Services Sector, and Credit Management
Group have the highest number of female
employees.

In support of the Bank’s business strategy
towards growth and sustainability, we
streamlined and transformed our business
and operations. In 2021, our Transformation
Office led the Bank’s branch rationalization
initiative and movements of certain business
and support units within the organization. The
said office also reviewed the Bank’s efforts
towards resource optimization, especially in
the use of technology.

Hiring of new employees, particularly for
senior officer positions, go through a strict
review process and are subject to Corporate
Governance Committee and Board approvals.
In 2021, we have 222 new hires, comprising 3%
of the total employee population. Our hiring
rate decreased by 7% from 945 in 2020, which
includes the number of employees from PNB
Savings integrated to PNB, to 222 external
hires in 2021. There were more women new
hires in 2021 at 64% (143) compared to male
new hires at 36% (79). In addition, majority of
the new hires are from ages 30 years old and
below (64% or 141), with most of them within
the rank and file level (114 or 81%) and hailing
from the Luzon region (69%).

Breakdown of New Hires per Age,

Gender and Rank
Under 30 369 246
@
O 31to50 66 75
N
51and over 9 n
Under 30 275 n2
8 333 183
8 31to 50 EER}
51and over 17 25
Under 30 98 43
o
S 3itos0 44 35
N
. Female . Male

Source: Human Resource Group, PNB

Lateral transfers of employees from one unit
or assignment to another were allowed by the
management whenever there were vacancies.
Internal applicants went through a series
of career discussions and were sometimes
asked to take exams to assess job fit. For
2021, there were a total of 4,271 employee
lateral transfers within the organization.

Moreover, the Bank, at its sole discretion,
may engage the services of individuals
with specialized skills / expertise under
a management contract / consultancy
arrangement, outsourced personnel, and
even project hires to fulfill specific and
defined requirements such as help propel
the Bank's business, its expansion, and
other diversification programs. We also have
on-the-job (OJT) trainees from reputable
colleges and universities in Metro Manila to
acquaint the students to real-life corporate
environment. These students who underwent
on-the-job training were also our source of
candidates for the Bank’s future manpower
requirements.

For 2021, the Bank’s turnover rate is 7.24%
(642, excluding end of contracts or EOC), an
increase of 2.26% from 2020. More women
(425 or 65%) and employees under 30 years
of age (247 or 37%) have separated from the
Bank. In terms of geographical location, more
employees from the Luzon region (81%) left
the Bank, followed by the employees from the
Mindanao region (10%) during the reporting
period.

We Stand Together: Stronger, Better, Younger
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SUSTAINABILITY
REPORT

REMUNERATION AND BENEFITS
PACKAGE

GRI103-1,103-2, 103-3, 401-2, 401-3

SDG 5, 8,10

We are committed to care, develop, and
nurture our employees through our Human
Resource Group’s holistic benefits and
rewards program called “COMPLETE”, which
stands for Compensation and Benefits,
Monetary Allowance, Perks and Privileges,
Life-Work Effectiveness, Employee Rewards
and Recognition, Training and Development,
and Engagement.

We provide competitive salaries and law-
mandated benefits to our employees that
include sick, emergency, and vacation leaves.
Other leaves that we provide to eligible
employees include birthday leave, emergency
leave, solo parent leave, paternity and
maternity leaves, bereavement leave, special
leave for female employees, and special
leaves for victims of violence under the Anti-
Violence Against Women and Children Act
(VAWC) of 2004.

In addition, we also provide a comprehensive
health care plan, group life insurance
coverage, retirement plan, guaranteed
bonuses, free uniforms or uniform allowance,
holiday pay, monthly rice subsidy, loyalty
awards, and financial death allowance to all
employees. Eligible employees can also avail
of car plans, housing loans, and even personal
loans. They can also extend their health care
plan to their dependents and even apply for
scholarship for their children dependents
through Tan Yan Kee Foundation, the CSR
arm of the Lucio Tan Group of Companies.

For 2021, there were a total of 148 employees
who took parental leaves, 95.3% of which are
female. As of December 2021, 144 or 97.3%
of the employees were retained a year after
returning from their parental leave.
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FEMALE | MALE | TOTAL
No. of qualified employees who took 156 8 64

parental leave
No. of qualified employees who took 152 8 160
parental leave and returned after the
leave expired

No. of qualified employees who took 152 8 160
parental leave and returned and were
still employed one year after returning

Source: Human Resource Group, PNB

FEMALE | MALE | TOTAL

No. of qualified employees who took 130 6 136
parental leave
No. of qualified employees who took 128 6 134

parental leave and returned after the
leave expired

No. of qualified employees who took 128 6 134
parental leave and returned and were
still employed one year after returning

Source: Human Resource Group, PNB

FEMALE | MALE | TOTAL

No. of qualified employees who took 4 7 148
parental leave
No. of qualified employees who took 4 7 148

parental leave and returned after the
leave expired

No. of qualified employees who took 137 7 144
parental leave and returned and were
still employed one year after returning

Source: Human Resource Group, PNB

As an affirmation of our commitment towards
gender equality, diversity and inclusion,
the Bank exercises fairness and non-
discrimination in designing its remuneration
and rewards package. We ensure that our
employees’ salary and benefits package
are based on their role in the company,
competency level, work performance,
previous work experience, certifications,
and employment tenure, among others. Our
employees’ gender orientation, personal
preferences, and background are not
determining factors of work assignment,
salary, benefits package, training and
development, and even promotion.

Our Bank regularly reviews and improves
its remuneration and benefits package for
employees by aligning it with existing labor
laws, current banking industry practices,
and with the ongoing Collective Bargaining
Agreements (CBA) to ensure that we remain
competitive. Any change or improvement in
the remuneration and rewards package of the

employees are presented to the Corporate
Governance and Sustainability Committee
and the Board of Directors for review and
approval.

EMPLOYEE LEARNING AND
DEVELOPMENT

GRI103-1,103-2,103-3, 404-1, 404-2, 404-3
SDG 4,5, 8,10

By providing access to learning opportunities
to our employees, we will help improve
productivity, self-sufficiency, and their future
quality of life. This is also a good investment
in making the Bank sustainable.

Our Human Resource Group’s Institute
for Banking Excellence (IBE) ensures that
capacity- building activities are aligned with
the strategic objectives, mission, goals, and
values of the Bank. Qur training activities and
programs are crafted based on the learning
and development needs of our employees,
and these are the following:

¢ New Hires Orientation

e Foundation and regulatory training (i.e.,
data privacy and security, anti-money
laundering, etc.).

* Behavioral, supervisorial, management,
and leadership training

e Sales and service training (i.e., branch-
tellering, detecting counterfeit money,
internal control consciousness, info-tech
awareness, etc.)

» Technical / specialized training (e,
business writing, presentation skKills, use
of MS Office, etc.)

e External training on specialized topics
/ themes (i.e., sustainability, corporate
social responsibility, Lean Six Sigma,
basic first aid, disaster response, etc.)

Aside from the usual soft skills and technical
trainings, we also provide trainings on
self-management, communication, and
developing empathy, resilience, coping with
stress, and adapting in a remote / hybrid
work arrangement to help our employees
cope and thrive amid the difficulties brought
about by the pandemic. Other training topics
provided to employees were on diversity
and inclusion, whistleblower policy, product
orientation, digital fluency, and financial
literacy.

We also have three key leadership programs
for our new hires and homegrown talents.
The Junior Executive Development Institute
(JEDID) is the leadership program for high-
potential new hires. The Management Training
Program (MTP) is the leadership program for
homegrown rank-and-file employees with the
potential to assume officer responsibilities.
The Branch Operations Training Program
(BOTP) is the leadership program for branch
staff-level employees to help them transition
into the branch officer role or function.
To date, the Bank has a total of 538 JEDI
graduates, 627 MTP graduates, and 1,466
BOTP graduates.

We have feedback mechanisms in place to
assess the effectiveness of our capacity-
building activities, and these include the
use of feedback forms, post-training exams,
self-assessment questionnaires, and formal/
informal  feedback from the trainees’
immediate superiors on how the learning has
impacted the trainees’ ability and attitude
at work. We also review and enhance our
learning and development programs regularly
pbased on regulatory requirements and
recommendations of the participants, experts
in the field, and the management.

Training Hours by Gender

2019 2020 2021
Female Male Total Female Male Total Female Male Total
EmNp?;)S;es 5657| 2893 8550 6014 3057| 9,071 5745 2010 8,656
No. of
Training 384,740| 209,081 593,821| 152,265.5| 86,928 239,193|140,141.33|90,580.45| 230,721.78
Hours
Average No.
SIFUEIIRE 69.45 26.37 26.65
Hours Per
Employee
Average No.
ST 6801 7227 2532| 2843 2439 3
Hours Per
Gender
Source: Human Resource Group-Institute of Banking Excellence, PNB
Training Hours by Rank
2019 2020 2021
Officers Rank Total | Officers Rank Total Officers Rank Total
And File And File And
File
No. of
4,318 4,232| 8,550 4,691 4,380 9,071 4,644 4,012 8,656
Employees
No. of
Training 243977| 349,844|593,821| 67263| 171,930.5| 239,193.5| 90,730.25| 139,991.53| 230,721.78
Hours
Average No.
of Training 56.50 82.67| 69.45 14.34 39.25 26.37 19.54 34.89 26.65
Hours

Source: Human Resource Group-Institute of Banking Excellence, PNB
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For 2021, a total of 7,476 or 86 % of the total
employee population underwent 230,721.78
training hours, with an average of 26.65
training hours per employee. Of the total
number of trained employees, more women
(5,045 or 67%) attended in-house and
external trainings than men (2,431 or 33%).
Employees in the rank-and-file also received
more trainings for the reporting period.

Learning during the ‘new normal’ has become
more convenient, even more exciting, and
truly empowering for our employees. In July
2021, we launched the LinkedIn Learning
Program to make available thousands of
learning courses within this online platform on
different topics or themes to our employees
- anytime, anywhere. As of December 2027,
we have activated 8,314 employees on the
LinkedIn Online Learning platform with 1,013
course completions.

We also leveraged on this learning
management system by integrating
regulatory training topics for our employees
such as the Anti-Money Laundering
(AML) Home Study Program of our Global
Compliance Group. We plan to optimize
this learning platform by allowing other
Bank units to use this as a channel for their
respective training programs for employees.

As of December 2021, a total 1,072 employees®
were promoted, with more women promoted
(719 or 67%) than men (353 or 33%).

Photo was taken before the COVID-19 pandemic.

SFigure does not include employees who were either
resigned or terminated.
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Promotion by Rank and Gender

Female 425 78 pall

Male 206 38 99 [

Il unior Officer B Rank&File

. Middle Officer . Senior Officer

Source: Human Resource Group, PNB

PRIORITIZING EMPLOYEE SAFETY
AND SECURITY

GRI103-1,103-2,103-3, 403-1, 403-2, 403-4, 403-5,
403-6, 403-9, 403-10
SDG 3, 8

Our employees’ safety is important to us.
We commit to provide a safe and secure
working environment for all our employees®.
Workplace safety and security are part of our
Bank’s risk management practices.

Our Occupational Safety, Health and Family
Welfare (OSHFW) Committee composed of
representatives from both the management
and employees, with the latter represented
by labor union employees, meets regularly
to discuss and manage reported work-
related hazards. The committee monitors
and evaluates its existing activities and
initiatives by ensuring that these are aligned
to the current general government labor
requirements.

Among the committee’s initiatives include
the conduct of OSH / safety awareness
program, dissemination of safety advisories
through different channels on current natural
and / or man-made calamity situations,
disaster / emergency response training for
PNB employee floor marshals, regular fire
and earthquake drills at head offices, first
aid training, deployment of emergency
responders, and conducts of safety
inspection / assessment of branches.

Employees appointed by the Bank as safety
officers at PNB offices and branches are
also regularly trained on Basic Occupational
Safety and Health Program, Safety Program
Audit, Loss Control Management, Standard
First Aid and Basic Life Support, and
Disaster Preparedness. The attendance rate
of the safety officers in 2021 declined due to
COVID-19 concerns. Despite the pandemic,
the Bank was able to comply with the
requirements of the Department of Labor
and Employment (DOLE).

Moreover, we continue to monitor the health
of our employees, implement hybrid work
arrangements to prevent virus infection,
release COVID-19 advisories and reminders,
and enforce health protocols for employees
working onsite and at home. We also ensure
that our employees got vaccinated against
COVID-19 for protection.

Work-related incidents are reported to the
(OSHFW) Committee and are covered by
the Bank’s Guidelines for Notification and
Keeping of Records of Accidents or llinesses
at the Workplace.

As of December 2021, there were no reported
work-related illness and injuries, or fatalities
among employees or any of the outsourced
personnel of the Bank.

MANAGING LABOR RELATIONS

GRI103-1,103-2, 103-3, 102-41
SDG 8,10, 16

Our Bank continues to enjoy the industrial
peace that is borne from the cooperation
and collaboration, anchored on mutual trust
and respect, between the top management
and the labor union.

We hold Labor Council Management
Meetings so the union and the management
can discuss employee concerns, clarify HR
policies, and collaborate on initiatives. We
also have a grievance mechanism in place
to address or resolve any misunderstanding,
dispute, or controversy between the Bank
and any covered employee and / or arising
from the interpretation and implementation
of any provision of the existing Collective
Bargaining Agreement (CBA) between the
employee union and the Bank, and / or
between the Bank and any covered employee.

The Bank’s labor union continues to negotiate
for better work terms and conditions for
employees through collective bargaining and
negotiations. The provisions of the 2020-
2022 CBA are still being implemented and
closely monitored. As part of the initiative of
the management, representatives of the labor
union were invited to attend labor education
seminars for employees to assist in clarifying
and providing guidance on the policie<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>