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It takes a village to raise a child as caring for children is a shared responsibility.
The cover featuring a young family surrounded by people from all walks of
life conveys the belief of Philippine National Bank that it takes the support of
everyone in the community to bring our country back on the road to recovery
and progress. As PNB helps individuals and institutions achieve growth, it also
helps the country become stronger and resilient. This message is captured
through this annual report’s theme, "‘Magkaisa sa Pagsulong Ng Bayan”.

Magkaisa sa
agsulong Ng BEayan

2022 ANNUAL REPORT

Philippine National Bank 2022 Annual Report




10
20
21

22

24

27

29

30

33

35

56

Corporate Objective
Vision-Mission
The PNB Brand
PNB Values

Business Model & Scope of
Business

Financial Highlights

Message from the Chairman to
Shareholders

Message from the President to
Shareholders

Operational Highlights
Plans for 2023
Awards and Recognition

Message from the Board Audit
and Compliance Committee
Chairperson

Message from the Board
IT Governance Committee
Chairperson

Message from the Board Oversight
RPT Committee Chairman

Message from the Board Strategy
and Policy Committee Chairman

Capital Structure and Adequacy

Message from the Risk Oversight
Committee Chairman

Risk Management Disclosure

Message from the Corporate
Governance and Sustainability
Committee Chairman

58
84

137

144

158
168

170

172

173
179
180

181

182
184
186
190
198
202

203

204

TABLE OF CONTENTS

Corporate Governance
Sustainability Report

GRI, SASB and
TCFD Content Indices

Board of Directors and Board
Advisors

Management Committee
The Bank’s Subsidiaries and Affiliate

Market Price of and Dividends on
PNB Common Equity

Statement of Management’s
Responsibility for Financial
Statements

Independent Auditor’s Report
Statements of Financial Position
Statements of Income

Statements of Comprehensive
Income

Statements of Changes In Equity
Statements of Cash Flows
Products and Services
Management Directory
Overseas Offices

Region and Area Heads
Business Centers

Retail Lending Centers

PNB Domestic Subsidiaries
and Affiliate

Philippine National Bank 2022 Annual Report



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:

* 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
°  Customer perception
°  The preferred financial services provider
e The customer-centered organization with a
passion for service excellence
* 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 customers’ 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 the “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.

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.

Our customer’s evolving needs propelled us

to deepen our commitment to serving our

customers. Our brand message, “You First”, is the
foundation of our drive to be our customers’ steadfast
partner. Ang PNB ay “Masasandalan. Kahit Saan.

Kahit Kailan.” "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).
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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.
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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.



BUSINESS MODEL AND SCOPE OF BUSINESS

GRI 2-1, 2-6

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 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, 651 domestic branches and 72 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, 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 nonlife) to existing customers as well
as referrals of customers by transforming its domestic and overseas branch
distribution channels into a sales-focused organization.

Cards and Payments Solutions Group The Cards and Payments Solutions
Group (CPSG) provides convenient, safe and secure cashless payment
solutions and offers. Its wide range of products under the major payment
schemes, Mastercard, Visa, and UnionPay includes credit, debit, prepaid cards,
and installment loans. These cater to diverse and dynamic needs of the Bank’s
retail and corporate clients.

CPSG is also responsible for forging new partnerships, onboarding of
merchants, and strengthening its relationships for in-store and online
promotions as well as installment programs. Moreover, CPSG continuously
develops its digital app offerings to ensure that customers get the best
experience using their 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 consumer lending
arm following the full integration of its wholly-owned thrift bank subsidiary,
PNB Savings Bank, into the Parent Bank in March 2020. As part of the Bank’s
transformation initiatives to ensure operational efficiency as well as harness
the maximum potential of the consumer loan business, RLG was spun off
from RBS last May 2022 to be directly under the Office of the President. RLG
provides consumer loans such as auto loan, real estate loan, and contract-to-
sell facility.

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
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 likewise provides services to sea-based
OFWs via payroll processing through manning agency clients. 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 the
primary lending arm responsible for establishment, expansion, and overall
management of the Bank’s relationships with corporate clients. The Corporate
Banking Group supports the Sector’s large corporate clients, while the
Commercial Banking Group oversees relationships with middle market and
SME customers located in Metro Manila and provincial areas. Both groups
capitalize on growth opportunities with clientele in resilient industries such as
infrastructure, power, utilities, and e-commerce, among others.

IBS also contributes significantly to the incremental growth in the Bank’s
deposits and fee-based income through value-adding services offered by the
Institutional Transaction Banking Group (ITBG). The Bank’s Ecosystem Division
and Cash Management Solutions Division were consolidated into ITBG to
capture the entire value chains and nurture anchor clients through a network
of tailor-fit, end-to-end financial solutions which consist of cash management,
credit programs, and trade services.

The Sector’s Structuring and Execution Division (SED) has been key to nursing
commercial accounts impacted by the protracted pandemic and supply chain
crises. SED is also tasked to undertake special projects and various functions
such as spearheading Environmental, Social and Governance (ESG) initiatives
for the Sector and providing assistance for accounts that require more
intensive workouts or cashflow analysis, among others.

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 risk positions on interest rates and foreign exchange arising
from its inherent daily operations in deposit-taking, lending, and proprietary
trading. Likewise, GBMS provides a wide range of banking products and
services to corporates, governments, financial institutions, and individuals. Its
functions include developing the Bank’s wealth management proposition by
providing corporate and high-net-worth individuals access to the financial
markets. In addition, GBMS builds partnerships with banks and non-bank
financial institutions by offering them banking solutions to address their needs
and help attain their objectives. Moreover, GBMS ensures the availability of
alternative funding sources for the Bank through trade advance facilities of
foreign banks and multilateral funding sources.

Trust Banking Group PNB Trust Banking Group manages a total of 11 local and
two global Unit Investment Trust Funds (UITFs) 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 in their
investments. 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 clientele
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. It is considered as
one of the strongest trust entities in the industry on Fiduciary services such
Escrow and Transfer Agency. Its personal trust products and services include
personal management trust, investment management, and estate planning.
Corporate trust services and products include corporate trusteeship, portfolio
management and administration of employee benefit plans, pension and
retirement plans.

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
manages and provides support to the Bank’s mobile, internet banking and other
digital platforms, in coordination with PNB ITG and external solutions providers.
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Minimum Required Data 2022 2021 2022 2021

Profitability

Net Interest Income 37,327,570 34,844,827 36,590,225 34,003,443
Non-Interest Income 14,751,698 42,151,612 13,737,884 40,072,203
Non-Interest Expenses 28,365,935 26,146,831 26,806,113 24,653,586
Pre-Provision Profit 23,713,333 50,849,608 23,521,996 49,422,060
Provision for Credit Losses 7,198,117 12,879,011 7,305,653 13,125,737
Income Tax Provision 4,931,228 5,545194 4,684,025 5,012,561
Income for Continuing Operations 11,583,988 32,425,403 11,532,318 31,283,762
Loss from Discontinued Operations - (735,365) - -
Net Income 11,583,988 31,690,038 11,532,318 31,283,762
Selected Balance Sheet Data

Liquid Assets 316,426,492 349,174,876 306,214,368 339,227,158
Gross Loans 613,612,134 630,542,277 600,128,347 615,763,913
Total Assets 1,145,157,076 1190,784,662 1,133,744,250 1188,010,652
Deposits 871,227,721 894,924,309 866,630,380 899,525,195
Total Equity 169,905,634 161,222,956 166,645,144 158,292,702
Selected Ratios

Return on Equity 7.00% 19.98% 7.10% 20.08%
Return on Assets 0.99% 2.62% 0.99% 2.60%
Common Equity Tier 1 Ratio 14.58% 12.96% 12.67% 11.01%
Capital Adeguacy Ratio 15.38% 13.66% 13.47% 11.70%
Per Common Share Data:

Earnings Per Share:

Basic 7.56 20.73 7.56 20.73

Diluted 7.56 20.73 7.56 20.73
Book Value 109.03 100.13 109.22 103.75
Others
Cash dividends declared - - - -
Headcount

Officers 4,452 4,644

Staff 3,866 4,012
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MESSAGE FROM THE CHAIRMAN TO SHAREHOLDERS

GRI 2-1, 2-22

PNB remains
committed as a steady
and dependable
partner of the

National Government
in rebuilding the
Philippine economy
and making lives better
for Filipinos - here and
around the globe.

The Philippine economy grew at a respectable rate in 2022
despite the challenge of rising inflation. The economy

grew by 7.6% in 2022, exceeding the government’s 6.5-
7.5% target. Growth came from “revenge spending” and
higher consumption brought about by the re-opening of
the economy. This pushed up all the 12 major consumption
segments in the country’s gross domestic product (GDP) to
higher levels, led by restaurants and hotels at 27.8% growth,
recreation and culture at 25.3%, and transport at 16.5%.

Higher prices, however, was the biggest problem in 2022
with the domestic inflation escalating to 8.1% in December
from only 3.0% at the start of the year. High prices was a
global issue, and the Russia-Ukraine war that ignited a spike
in the prices of oil, coal, and key agricultural commodities
continues to impact the markets. Central banks around the
world led by the US Federal Reserve (“Fed”) embarked on
tightening of monetary supply to help control inflation.

The Bangko Sentral ng Pilipinas (BSP) by-and-large followed
the Fed, raising the Overnight Reverse Repurchase (RRP)
rate by a cumulative 350 basis points to 5.50%. The larger
increase in the Fed Funds rate resulted in a stronger dollar in
2022. Coupled with the further widening of the trade deficit
last year, the peso depreciated by 9.3% year-on-year to
Php55.8/%$1 by end-2022 from Php51.0 in end-2021.

The Bank is expecting GDP growth to continue in 2023
although at a slower pace of 5.5%. The purchasing power
of consumers will likely be affected by high inflation while
capital spending could be dampened by high interest rates.
Meanwhile, inflation will continue to be a key challenge

for the country’s economic managers in 2023 as the
second-round effects from the spike prices of commodities
and foreign exchange continue to linger. We expect the
authorities to keep monetary conditions tight this year and
may only consider rate cuts in 2024.

As the economy opened and mobility improved, PNB
continued to help customers bounce back from the
devastation caused by the COVID-19 pandemic.

The Bank focused on introducing initiatives that would make
PNB more resilient and stronger amid the pandemic. Efforts
were rolled out to transition to a paperless workflow as

the Bank ramped up digitization efforts in its processes to
significantly reduce document turnaround time.

Learning from the business recovery experience brought
about by the Taal eruption in 2020, PNB started building up

the bank’s technology infrastructure in relation to disaster
preparedness. With the help of our Human Resource,
Transformation, and Information Technology teams, we
quickly deployed technology to allow workplace flexibility
as well as introduce automation and quicker processes.
PNB was able to navigate through the pandemic quickly
and effectively because of technology. This enabled PNB to
work and provide safer, non-stop banking services to our
customers all around the globe during these difficult times.

The year 2022 was also our second year of implementing the
Bank’s Three-Year Sustainability Transition Plan. Part of our
Sustainability journey includes: the update of several internal
committee charters to include sustainability and sustainable
financing clauses; cascade of the Bank’s sustainability policy
to external stakeholders; ESG portfolio reviews for corporate
accounts; automation and strengthening of digital channels;
and collaboration with external subject matter experts for
the Bank’s Environmental and Social Risk Management
System (ESRMS). These activities did not go unnoticed as
we earned distinctions such as the Four Golden Arrow
Award from the ASEAN Corporate Governance Scorecard
Golden Arrow Awards; as one of Asia’s Most Influential
Companies from the Asia Corporate Excellence and
Sustainability Awards; and for Transparency and

Reporting from the UN Women 2022 Philippines Women’s
Empowerment Principles Awards.

Overall, 2022 was a year of regaining our footing and helping
our clients in their journey to recovery. The year 2023
promises to be another exciting time as we navigate our way
amid many changes in the business and economic landscape
- both locally and globally. We have seen how our people
have adapted during the pandemic and embraced the fast-
changing environment. We are grateful for their dedication
and hard work, and we are thankful for the continued trust
and confidence of our customers. PNB remains committed
as a steady and dependable partner of the National
Government in rebuilding the Philippine economy and
making lives better for Filipinos - here and around the globe.

Kapit-kamay, sama-sama tayo sa pagsulong ng ating bayan.

Maraming salamat at mabuhay!

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



MESSAGE FROM THE PRESIDENT TO SHAREHOLDERS

We assure our stakeholders
that PNB will continue to be
their steady financial partner
as we all journey towards
recovery.

PNB’s net income stood at Phpl1.6 billion in 2022 as total
operating income posted 19% increase from year-ago level,
coming from sustained growth in core income and enhanced
by gains on disposal of the low-earning foreclosed bank
properties.

The higher interest rates in 2022 led to better yields on
interest-earning assets, pushing up PNB’s net interest income
to Php37.3 billion, a level 7% higher. This translated to the net
interest margin improving to 3.61% from 3.27% a year ago.
Core income was further boosted by the 5% growth on its
fee-based revenues largely coming from fees on its deposits,
bancassurance and underwriting activities.

During the year, PNB completed the sale of several high-value
foreclosed properties, in line with its strategy of reducing low-
earning assets. These generated net gains of Php7.8 billion,
almost 8 times higher than the gains on the sale of foreclosed
properties recorded in 2021.

Gains from foreign exchange transactions, on the other hand,
expanded to Phpl.6 billion—a level up 116% year-on-year.
These gains cushioned the impact of trading losses recorded
in 2022 amounting to Php1.3 billion brought about by the
global monetary tightening during that time.

In 2021, the Bank reported a one-off gain coming from the
properties-for-shares swap transaction implemented that
year, which significantly increased the prior year net income
by Php33.3 billion. This caused the comparative net income
in 2022 to be lower by 63%. However, taking out the effect of
this one-off gain, the Bank’s pre-tax income showed growth
of 3.5 times year-on-year on the back of stronger core
operating income in 2022.

PNB'’s operating expenses increased moderately by 8%
year-on-year, primarily due to the taxes related to the
property sales, as well as higher amortization costs for the
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leased properties of the Bank where it is currently holding
its operations. These properties were the subject of the
properties-for-shares swap executed in 2021.

The Bank’s gross loan portfolio settled at Php613.6 billion as
of end-December 2022, lower by 3% from prior year’s level as
collection of short-term loans with minimal profitability were
accelerated while new loan grants were focused to essential
sectors that thrive in the new norm. Credit provisions on the
loan accounts declined by 44% against year-ago level owing
to improvements in payment and credit status of certain
large exposures of the Bank in 2022.

On the funding side, the Bank’s deposit liabilities likewise
were reduced by 3% mainly due to the Bank’s strategy to trim
down higher-cost time deposits. However, this decline was
tempered by the continued build-up of current and savings
deposits, which together grew by 4% year-on-year.

Conseqguently, total resources of the Bank stood at Php1.15
trillion by end-2022, 4% lower compared to previous year’s
balance. Despite the economic challenges in 2022, the Bank’s
equity remained robust as it increased by 5% year-on-year,
bringing the Capital Adequacy Ratio to 15.38% and Common
Equity Tier T Ratio to 14.58%.

In 2022, we continued to support our customers as we
renewed efforts to innovate and improve PNB’s services
aligned to a rapidly changing environment. We are aware of
how our customers have been adapting to the ‘new normal’
as my colleagues in PNB quickly responded to my call for
Urgent and Unified Action to support our clients, capture
opportunities and overcome challenges amid the economic
recovery from the COVID-19 pandemic as well as do our share
to help in reinvigorating further the country’s economy.

With increasing preference of our customers for online
banking, we intensified efforts to speed up our digital
transformation by offering better and safer digital banking
products and services. The PNB Digital App recorded
increasing number of users, better user engagement, and
value-adding features. PNB customers can now make cash
withdrawal from any of PNB’s ATMs using the mobile app.

While the security features of the App have been enhanced,
PNB also launched awareness campaigns to continue to
educate customers on safe and secure online banking. The
Bank strived to build and introduce more services in the
Digital App to serve a wider range of clients with diverse
banking needs.
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Our retail banking and lending groups showed improvements
in both business and process. Our strategy on deposit-
taking and cross-selling led to substantial growth in our
branch banking business volumes. We also continued efforts
to streamline our branch network to enhance operational
efficiency and maximize profitability. Our retail lending
business made headway in increasing loan portfolio as we
provided consumer loans that are considered among the
most competitively priced and most flexible in the country.

Overseas, our international banking and remittance business
continued to expand as we embarked on partnerships that
offer better services to our kababayans working and living
abroad. Our colleagues overseas received accolades from
their communities - proof that anywhere in the world, PNB’s
brand of service is highly appreciated particularly during
these difficult times.

Our credit cards business saw strong growth especially

now that traveling has resumed, and consumer spending
continues to grow in a rebounding economy. We
strengthened our partnership with PAL and Mabuhay Miles to
offer more exciting perks. We launched acquisition promos
with top-of-the-line prizes as we partnered with one of the
country’s leading mall chains for an extensive acquisition
campaign.

At the investment front, PNB’s wealth managers continued
to offer varied investment options to clients with diverse risk
profiles. They are provided with valuable investment insights
through research studies produced by PNB’s award-winning
research team which has been recognized for the second
straight year by Asiamoney Private Banking Awards 2022 as
Best Bank for Investment Research in the Philippines.

As the economy regains its momentum, we will continue to
connect with PNB’s customers and focus on initiatives that
will take advantage of the opportunities in a landscape that
has been radically transformed by the pandemic. We assure
our stakeholders that PNB will continue to be their steady
financial partner as we all journey towards recovery.

On behalf of the top management and all Philnabankers,
we thank our customers and business partners for their
continued trust and support to PNB.

Maraming salamat.
(Original Signed)

FLORIDO P. CASUELA
Acting President / Executive Director



OPERATIONAL HIGHLIGHTS

More Secure,
More
Accessible
Banking for All

Magkaisa sa Pagsulong Ng Bayan

The success of Branch Banking Group (BBG) under the
Retail Banking Sector (RBS) in 2022 was anchored on the
continued growth of the retail banking business which is
largely responsible for generating low-cost deposits. The
year saw a hefty 12% growth. These results were driven by its
effective strategy on deposit-taking and cross-selling.

In 2022, BBG
continued to
deliver significant
key results to
increase low-
cost deposits.

In March, RBS
launched the

Top Booster
Promo, a major
deposit drive
which aims to
tap new-to-bank,
existing individual
accounts, corporate accounts without existing loan
availments with the Bank, as well as entities not controlled
by the government. The primary objective is to contribute to
the growth of BBG's deposit portfolio. This growth translated
into solid business results with incremental deposits
amounting to Php9 billion low-cost deposits.

This was followed in November by another deposit drive
where RBS managed to raise Php49 billion CASA, doubling
its initial target. It was made possible through the combined
sales campaigns of the branches.

Since the launch of online account opening service in April
2021 under the “PNB EZ Promo”, BBG has received 284,000
online applications. This is in line with the Bank’s emphasis
on digital banking to encourage clients to shift to this digital
platform as an alternative channel to bank easier, safer, and
faster. The said promo will be extended in 2023 under the
“PNB Easy Open, Easy lpon”.

BRANCH BANKING

During the year, PNB Naga City-Panganiban Branch was
recognized by the Bangko Sentral ng Pilipinas (BSP) for its
efforts to promote financial literacy to various schools and
organizations. This awards program recognizes exceptional
stakeholders who continuously support BSP’s advocacy
programs and other initiatives on basic financial concepts
and fundamentals.

As part of the Bank’s rationalization program in 2022,

PNB’s domestic branch network ended the year with 651
branches from last year’s 670 - of which 19 branches were
consolidated. In addition, RBS implemented one relocation
project in Las Pifas City. PNB’s ATM and Cash Accept
Machine (CAM) fleet, on the other hand, reached 1,720 units.
This includes 45 Hybrid CAM terminals which can perform
both cash deposits and withdrawals. To make access to cash
more convenient, RBS continued to deploy Bank On Wheels
(BOW) vehicles in selected areas. This facility allowed our
customers to withdraw cash, pay bills, and transfer funds
anytime. The remaining BOW assigned in Metro Manila and
Luzon areas served 100 communities in 2022.

For 2023, RBS remains committed to deliver good customer
experience and sustain the Bank’s growth momentum. The
gains achieved by RBS in 2022 make it well-primed for new
and bigger things ahead.

PNB’s domestic branch
network
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PNB’s ATM and Cash

Accept Machine

BANK ON

1,720

Communities served by
Bank on Wheels
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INTERNATIONAL BANKING AND REMITTANCE

With 72 overseas offices and 92 agents and tie-up
partners across Asia, Europe, Middle East and North
America, PNB’s extensive overseas network remains

the largest among Philippine banks. Helmed by the
International Banking and Remittance Group (IBRG),
the Bank’s overseas offices 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 2022, IBRG intensified efforts to acquire new
customers through strategic partnerships. With the
launch of the OPHL Individual Referrer Program,
significant housing loan bookings were generated as
accredited referrers added to the sales complement of
overseas offices. In Hong Kong, this has enabled the
Bank to reach the previously untapped base of the high-
net-worth/investor-savvy Chinese market. In the US,
PNB Los Angeles actively held collaborative roadshows
with major real-estate developers.

The group continued to optimize services to its
customers. PNB Japan capitalized on its license and
successfully promoted Philippine-based Time Deposit
products to encourage remitters to open accounts and
remit monthly. Over a ten-month period, the campaign
yvielded at least JPY198-million worth of deposits. In
the Middle East, continued enhancements in tie-up
connectivity have allowed more customers to enjoy
real-time credit of remittance to beneficiary accounts.
New features and functionalities were rolled out in the
PNB Singapore Mobile App with users now able to do
bills payment, enroll corporate beneficiaries, request
remittance transaction statements, and refer new users,
among others.

As a testament to its significant contributions to the
OFW community, IBRG and its people received various
awards with PNB New York’s General Manager being

hailed as one of The Outstanding Filipinos of America
(TOFA), PNB Japan’s Managing Director gaining
recognition in the Migration Advocacy and Media (MAM)
Awards of the Commission on Filipinos Overseas, and
PNB Middle East Region Head being selected as a
Global Filipino Icon by The Global Filipino Magazine. The
Pag-IBIG Fund also recognized PNB as a Top Overseas
Collection Partner among banks in its Stakeholders’
Accomplishment Report (StAR) Awards 2022.

In 2023, IBRG will remain steadfast in its commitment to
improve customer proposition, deliver relevant products
and services, promote operational efficiency, and develop
“future-proof” employees for a sustainable business that
thrives amidst changing times.
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The Retail Lending Group (RLG)
continued to generate sales within

the implemented credit guidelines to
improve loan portfolio and reduce past
due and non-performing loans.

Despite pandemic-related worries,
the economy gradually opened to
the “new normal”, giving customers
confidence to avail loans.

In 2022, the consolidated consumer
loan portfolio of the Bank stood at
Php38.6 billion. The Bank’s consumer
loans remain competitively priced
and with varied tenors, making them
one of the most affordable and
flexible financing in the market.

Efforts in digitization were
implemented as the group launched
the Housing Loan Calculator in July
2022 through the PNB website. During
the year, the group was involved in

the ongoing development of the Loan Evaluation
and Decision System which will be implemented in
the second quarter of 2023. This aims to improve
processing and approval turnaround time of loan
applications.

For 2023, RLG sees an upward trend in customers
availing loans. The group aims to hit new targets in
loan bookings by leveraging on branch network to
expand retail loan portfolio. The 2023 Branch Referral
Incentive Program was approved in order to boost
referrals coming from the branches.

RLG will likewise implement cohesive initiatives

to streamline organizational set-up and maximize
synergy and efficiency in coordinating approvals for
loans and collection.
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RLG looks forward to improving the efficiency of the
business through the digitization of the Collection System.
This system will enable the Bank to proactively reach out to
customers in advance to avoid further deterioration of the
account and help the group achieve better asset quality.
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GLOBAL BANKING AND MARKETS

The Global Banking and Markets Sector (GBMS) oversees
the management of the Bank’s liquidity, regulatory reserves,
and risk positions on interest rates and foreign exchange
arising from its inherent daily operations in deposit-taking,
lending, and proprietary trading. Likewise, GBMS provides a
wide range of banking products and services to corporates,
governments, financial institutions, and individuals. Its
functions include developing the Bank’s wealth management
proposition by providing corporate and individuals (retail and
high-net-worth) access to the financial markets. In addition,
GBMS builds partnerships with banks and non-bank financial
institutions by offering them banking solutions to address
their needs and help attain their objectives. Moreover, GBMS
ensures the availability of alternative funding sources for the
Bank through trade advance facilities of foreign banks and
multilateral funding sources.

Global Markets

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

Grounded by an in-depth knowledge of financial markets
and supported by a robust internal control framework, GMG
guided its internal and external customers as they embarked
on their recovery efforts throughout 2022. GMG offered its
customers technical and operational support while managing
its own risks to deliver good results for the Bank.

The Trading Division, through prudent risk management,
played a key role by providing market liquidity to its clients
even during turbulent times. PNB leads specifically in fixed
income and foreign exchange markets. Both desks have
consistently ranked among the top dealers in the industry for
several years now. 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.

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 Global Markets Sales Division grew ahead of the
economy in 2022. Year-on-year, client engagement reached
an all-time high driven by the corporate and retail sectors.
The division continued to widen its customer base and
provided clients with market insights to empower them to
navigate through the uncertainties towards recovery. The
team focused on “upselling” to existing and new clients
and introduced outweighed benefits of hedging given the
unpredictable swings in the FX market. This helped deepen
customer relationships, establish credibility, and achieve
bigger market share. On top of this, PNB’s Fixed Income
Brokerage has been consistently recognized as one of the
Top 3 brokering participants by the PDS Group.

The Global Markets Business Support Division ensures the
group manages operational risk and complies with internal
and external policies and regulations. The division also
oversees projects and other efficiency initiatives.

For 2023, the Global Markets Group will continue to provide
mindful and adaptive solutions to the evolving needs of its
clients through traditional and digital platforms. The group
will continue to support its clients as they recover and grow
while delivering on its financial goals for the Bank.

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. In
addition, 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.

As the Fed and BSP increased policy rates in 2022,
clients shifted their investments from equities and long-
term bonds to money market instruments. WMG actively
responded to client requirements by offering short-term
investments and registered a healthy year-on-year growth
in Volume and Asset Under Management. In addition,
WMG included Foreign Exchange Forward Contracts and
Asset Swaps in its product offerings. To support ESG
investing, WMG continued to offer Green Bonds and a
Global Sustainability Equity Fund to clients.

The digitalization of WMG is also on track. In 2023,

WMG will launch the entire Relationship Management
System to improve relationship management and drive
client acquisition. The order management module, which
includes client suitability assessment, that went live this
year improved processes and enhanced controls. WMG
will continue to work with the regulators and its product
partners to protect client interests while improving access
to the financial markets.

WMG will move forward with its wealth management
proposition by leveraging on the Wealth system, offering
innovative financial solutions, and collaborating with the
multi-awarded PNB Research team.

Financial Institutions

The Financial Institutions Division (FID) focuses

on managing relationships with foreign and local

banks, bank-affiliated leasing companies, financing
companies, cooperatives, savings and loan associations,

Magkaisa sa Pagsulong Ng Bayan

Philippine National Bank 2022 Annual Report

GLOBAL BANKING AND MARKETS

PNB
Wealth

-

Thriving in a
New Market Regime

and 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 disbursements; and ensuring the
availability of alternative funding sources for PNB through
trade advance facilities of foreign banks and multilateral or
government funding sources.

With the reopening of the economy and the push to shift
to digital payments, there were opportunities to pursue and
expand cash management solutions via electronic channels
and system integrations.

In 2023, FID will continue to capture customers by
extending financial services through credit, offer
digital partnerships through innovative collection and
disbursement solutions, and trade services.

A testament of PNB's resilience and collaboration, the
Social Security System (SSS) awarded PNB as Best
Disbursement Bank- Commercial Bank Category in its 2022
Balikat ng Bayan Awards held last September 30, 2022.




INSTITUTIONAL BANKING

In 2022, various industries ramped up implementation of
COVID-19 recovery plans amid easing quarantine restrictions
and massive vaccination campaigns. In the same year,

the world saw drastic supply interruption brought about

by geopolitical tensions which persistently affected the
Philippine economy. As the world continued to reel from a
series of disruptions, the Institutional Banking Sector (IBS)
remained dedicated to nurse COVID-impacted accounts
back to health and buoy companies affected by worsening
macroeconomic conditions. IBS stood firm despite a period
riddled with global crises - ensuring clients’ needs are met
by keeping abreast with new technology, strengthening
compliance with BSP initiatives, and effectively managing
loan levels amid high inflation and interest rate environment.

In the ever-changing corporate landscape where hybrid
work setups have become the norm, deploying technology
and digital innovations became the sector’s key to offering
value-adding services to customers. Specifically, endeavors
to transition to paperless transactions bore fruit in 2022 as
the Bank paved the way for a multitude of new and existing
clients to utilize AdobeSign, an e-signing platform which
enabled signatories to conveniently sign documents via
personal computers or mobile devices. As the first local
bank to offer AdobeSign, PNB promotes a more seamless
documentation process, allowing clients to assimilate into a
digital-centric banking environment.

Synergies involving e-platforms are further heightened by
initiatives of the Sector’s key departments. In February
2022, the Institutional Transaction Banking Group (ITBG)
introduced the PNB Cashnet Plus Mobile Application which
promises a more efficient method of conducting online
business transactions. Through the mobile app, clients may
view accounts, monitor accounts receivables, as well as
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initiate and approve payments. In 2022, close to a thousand
IBS clients have been onboarded.

Aside from digitization efforts in the Bank’s internal and
external processes, IBS reinforced compliance with BSP
initiatives. Developed to be an agile and flexible division
capable of forming ad hoc teams to undertake special
projects and various functions, the Structuring and Execution
Division (SED) was at the heart of cascading pertinent BSP
directives while spearheading the roll-out of the Bank’s
Environmental, Social, and Governance (ESG) Framework.
As part of the sector’s ESG Strategy Roadmap, SED hosted
roundtable discussions and learning sessions with the intent
to spread awareness and impart knowledge on sustainability-
related topics.

2022 also saw IBS strengthening client relationships in
resilient industries as the Corporate Banking Group (CBG)
and Commercial Banking Group (COMMBG) fortified the
Bank’s portfolio. Mindful of the country’s present recovery
needs as well as future development goals, CBG and
COMMBG kept a keen eye on growth opportunities in
infrastructure, utilities, and e-commerce, among others.

Ultimately, IBS weathered headwinds in 2022 by remaining
steadfast as a reliable partner to a diverse portfolio of
relationships. Heading into 2023, IBS will continue to support
nation-building through a myriad of calibrated, end-to-end
financial solutions - cognizant of sustainable financing goals
and anchored on advanced tools and platforms to navigate
the digitally-altered financing landscape.

PNB reinforced its commitment to customers as

it continued to push its digital strategy in 2022.
Through the Digital Innovations Group (DIG), the
Bank rolled out new digital capabilities, resulting in
user growth, increased engagement, and enhanced
security.

DIG intensified its collaboration with other business
units to promote awareness, enrollment, and usage
of the PNB Digital App. The group also began
collaborating with external partners like BancNet
and Shopee to increase app usage. In addition,

the group published short video tutorials on social
media, particularly on Facebook and YouTube to
further sustain awareness and push the usage of
the app.

DIG expanded the digital app’s payment and
disbursement capabilities in response to rising
customer digital adoption and expectations,
primarily with the launch of Person to Merchant

and Person to Biller QR Code payments. Value- PINB

adding services such as UITF, Time Deposit, and =

Credit Card Rewards Points viewing were also

offered. Moreover, customers can now make ATM

cash withdrawal requests for their PNB CASA accounts
without the need for debit cards or passbooks.

As a result, DIG saw a 77% growth year-on-year in total PNB
Digital App users, with 41% of these users actively using the
platform. This translated to significant growth in financial
transaction count and volume, increasing by 118% and 160%,
respectively. In terms of income, the group achieved a
substantial growth rate of over 200%, with InstaPay as the
top transaction fee contributor.

Security remains the top priority for PNB. In 2022, DIG
enhanced the digital app’s security by providing a complete
suite of multi-factor authentication, including the PNB
Digital Key. This completed the authentication for bills
payment and funds transfer transactions with a soft

token via in-app push notification to verify the financial
transactions initiated through the client’s registered device
without the need for an OTP sent via SMS.

In addition, DIG rationalized the Bank’s Internet Banking
System by moving transactional features to the digital
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app. To help address the continuing rise of fraud, the
group beefed up client communications by releasing the
“PNBeCyberSafe” campaign through social media, email,
and SMS.

For 2023, DIG’s vision is for the PNB Digital App to be
everyone’s partner - committed to provide an easy, reliable,
and secure digital banking experience. The group will focus
on improving customer experience with new and improved
digital services. Furthermore, the group aims to increase user
base and improve the channel’'s contribution to the Bank by
growing transaction count, fee income, and cost saves.
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CARDS AND PAYMENTS SOLUTIONS

The Cards ﬁ%
MILES

and Payments

Solutions Get closer to your next travel
Group (CPSG) destination with
recorded up to 2x Mabuhay Miles
another

profitable year
in 2022 with
growth in key
performance : : A
indicators, w
most notably
a 44% e
increase in @ PNB
billings and

9% increase

in credit card receivables. Gross revenues also grew by 24%.
Moreover, around 70,000 new cards were generated during
the year.

=1

Recognizing the customers’ eagerness to travel, several
promotions in partnership with PAL were implemented.

One of the promotions is the ‘Bonus Miles’ which allowed
cardholders to double their miles when they redeem their
points and gave them a chance to be upgraded to Mabuhay
Miles Elite status. The rewards earning for the Mabuhay Miles
Mastercard co-branded cards was also enhanced to enable
cardholders to earn more points for their spending.

Acquisition of cards had been aggressive as well.
Application booths were deployed in all major Ayala Malls
to capture consumers who were excited to go back to their
shopping spree after two years of prudent spending and
saving due to the pandemic. The group also launched an
acquisition promotion, raffling off three Mercedes-Benz cars
to new cardholders.

As the pandemic regressed, the group lowered the
computation of Minimum Amount Due from 5% to 3% of
total amount due. This is to provide cardholders with more
flexibility in paying their dues. Moreover, to address the
evolving digital needs, CPSG continued to develop and
launch new functionalities in PNB Digital App. In addition to
eSOA access, cardholders can now view their rewards points.

For Debit Cards, CPSG launched the instant issuance of
PNB-PAL Mabuhay Miles Debit Mastercard to accounts
opened via Online Account Application, enabling customers
to immediately get and use their debit cards.

New cards generated

In June of the same year, cardless withdrawal at ATM for
PNB debit cards was also introduced. Payment to Merchant
(P2M) and Payment to Biller (P2B) via InstaPay were also
enabled, giving more payment options for debit cardholders.

Furthermore, prepaid cards were migrated to a new
system allowing more efficient issuance of cards and giving
cardholders more options to top-up their prepaid cards.

Understanding the increasing use of cards for payments,
CPSG conducted regular education campaigns on fraud and
security as well as the use of credit card PIN for transactions
to ensure that cardholders are aware and protected.

In 2023, Cards and Payments Solutions Group will remain
committed to further grow its business through the
introduction of more products and services that will address
the needs of the evolving and expanding consumer market.

Get a debit card that's
yours in an instant!
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PNB Trust Banking Group (TBG) ended 2022 with Php152.75
billion in total Assets Under Management (AUM). This

was driven by the significant increase in the volume of
Investment Management Accounts (IMA).

TBG contributed Php317.86 million to the Bank’s revenues
by way of fees and commissions. The group also provided
its clients a steady source of investment outlets through
participation in 68 bond and equity issuances totaling
Phpl13.72 billion.

In line with the Bank’s thrust towards financial inclusion
and literacy, TBG rolled out a financial literacy program for
employees of various companies. Part of the program'’s
objective is to teach participants where to invest their
hard-earned money. In partnership with Zalamea Actuarial
Services, the group also hosted a webinar entitled “Thinking
Ahead: Retirement Strategies in a Changing World”. The
main goal of the webinar was to help existing and potential
corporate clients learn more about retirement funds and
the various ways to help their businesses sustain future
operations in uncertain times.

In response to the increasing usage and demand for mobile
applications, TBG began transitioning its Unit Investment
Trust Funds (UITF) online facility to the PNB Digital App.
The first module, which allows existing UITF online clients
to view their outstanding UITF investments, was publicly
launched in July. The second module was officially launched
in November, allowing clients to view their UITF redemption
history. Soon, UITF clients will be able to enroll, subscribe,
and redeem online through the mobile app. PNB has
introduced this innovation to make every transaction or
investment easier for its clients.

Furthermore, TBG started to implement the electronic
sending of clients’ reports. The objective of the initiative is to
convert printed client statements to electronic form as part
of operational improvement and enhanced customer service.
The electronic Confirmation of Transaction (e-COT) was
implemented in June. Other statements such as the UITF
Statement of Account and Electronic Financial Statement
shall be implemented soon. The initiative aims to reduce
electricity and paper consumption.

In accordance with BSP Circular 1018, the group continued
to roll out its Certified UITF Sales Personnel (CUSP) training
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program to all branch sales personnel. The BSP implemented
the CUSP to improve consumer protection and the quality of
UITF marketing personnel’s sales and marketing practices.

TBG manages 11 local and two global UTIFs to meet the
investment needs of a wide range of clients, from ultra-
conservative investors to more aggressive investors willing

to take on more risk in their investments. These funds are
managed by a team of professional fund managers who have
extensive training and experience.

PNB, as one of the pioneers in the trust banking business,
has a diverse clientele of retail, corporate and institutional
clients who benefit from a wide range of trust banking
products and services, large distribution network,
professional expertise, and sound investment strategies. For
2023, TBG intends to continue to be one of the industry’s
strongest trust entities for Fiduciary services such as Escrow
and Transfer Agency.




PLANS FOR 2023
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PNB will continue to pursue safe, profitable and
sustainable growth in 2023 as the Bank implements
strategic initiatives focused on responding effectively
to the changing customer behavior, enhancing its
revenue streams and improving operational efficiency.

With the use of technology, the Bank will enhance
customer experience by helping them save time and
provide convenience with a one-stop shop in their
fingertips through the PNB Digital App. 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.
PNB will continuously add on features on the Digital
App to provide more options for customers as well as
ensure that platforms are able to meet the increasing
capacity demands of the Bank’s growing user base. At
the same time, PNB will ensure that baseline security
standards are in place to address cybersecurity threats
and sustain the trust and confidence of the public

Notwithstanding its intensified digitalization, PNB

will continue to operate an integrated business

model that anchors on the strengths of digital and
traditional banking models to serve the evolving needs
of customers while looking for innovative ways to
enhance their experience.

The Bank will leverage on the growing Philippine
economy to improve its profitability. Along this line,
the Bank will rebalance its loan exposures to large
local corporates and increase commercial, medium
sized corporations, and consumer customers. Likewise,
the Bank will continue to finance projects and
expenditures that will accelerate 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 has

a sustainability financing framework in place to
provide its depositors and investors the opportunity
to put their cash to work in a sustainable way. 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.

As an active partner of the government in pursuing
financial inclusion, the Bank will make financial
services accessible to a wider population through its
extensive presence in the provinces. This is to ensure
that everyone will reap the benefits from the economic
and business improvement that are anticipated in the
years ahead.

Operational efficiency will be strengthened by
embracing more automation and technology-driven
processes as well as developing dynamic capabilities
that translate to organizational agility and business
growth. The Bank also intends to further enhance
cost efficiency through organizational and process
streamlining, collaborations, systems integration, and
optimization of back-office processing and support
functions. Alongside, employees will be equipped with
the necessary capabilities to undertake the Bank’s
growth strategy.

While pursuing initiatives that will drive business and
profitability, PNB will ensure that robust corporate
governance and risk management frameworks

are in place.
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ASEAN Corporate
Governance Scorecard
Golden Arrow Awards

PNB received the coveted

Four Golden Arrow Award.

The bank was also given the
ASEAN Asset Class Award in the
ASEAN ACGS Regional Awards
for its outstanding corporate
governance practices.

PDS Annual Awards

PNB was recognized twice at the
17th PDS Annual Awards namely,
as “Top Fixed-Income Brokering
Participant” and as one of the
“Top Five Fixed-Income Cash
Settlement Banks”.

SSS Balikat ng Bayan Awards

PNB was named “Best
Disbursement Partner” in the
Commercial Bank category.

The distinction is awarded to
financial institutions for achieving
the highest amount of benefits
disbursed to SSS members.

AWARDS AND RECOGNITION

PRIVATE
BANKING
AWARDS

2022

ASIAMONEY

BEST FOR INVESTMENT RESEARCH,
PHILIPPINES

Asiamoney Private
Banking Awards

PNB was awarded as “Best Bank
for Investment Research” for the
second year.

Philippine Quill Awards

PNB and its digital marketing
agency, DDB Group Philippines’
Optimax Communications, won an
Excellence Award for the bank’s
“The New PNB Digital App Launch
Campaign”.

One of the Top 10 Taxpayers
in Pasay City

The recognition was given by the
local government of Pasay during
the 2022 Top Taxpayers of Business
and Real Property Taxes Awards
Night.
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Asia Corporate Excellence
and Sustainability Awards

PNB was honored as one

of “Asia’s Most Influential
Companies” for showing genuine
interest in the well-being of its
stakeholders through corporate
social responsibility initiatives.

UN Women 2022
Philippines Women'’s
Empowerment Principles
Awards

PNB was awarded for the second
year in a row by a joint program
of the European Union and the
UN Women as “Runner-up for
Transparency and Reporting”.
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MESSAGE FROM THE BOARD AUDIT AND

COMPLIANCE COMMITTEE CHAIRPERSON

ISABELITA M. PAPA
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 22 meetings composed
of 12 regular and 10 special meetings wherein the Committee
ensured the fulfillment of its duties and responsibilities to:

e 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;

« Oversee the compliance, internal, and external audit
functions;

. Oversee the implementation of corrective actions in a
timely manner to address issues identified by regulators,
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 continues to observe audit quality as manifested by the
results of the 2022 external quality assessment review of IAG
which was conducted by a reputable external auditing firm
where PNB-IAG was given the highest rating of “Generally
Conforms” with the International Standards set by the
Institute of Internal Auditors, Core Principles, and Code of
Ethics which uphold that IAG’s third line role in the Internal
Control Environment of the Bank is working effectively.
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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, and to accept his resignation and/or dismissal,
as the case may be 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 and to the Senior Management to develop and
implement necessary corrective actions in a timely manner.

There is a proactive participation of management to
strengthen the control environment of the Bank thru updating
and issuance of Operations Policies and Procedures (OPP),
credit policies, enterprise information and cyber security
framework, and operations manuals to address significant
impact of risk on changes in business related industries.

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.
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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 remain
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
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VIVIENNE K. TAN
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 in reviewing, approving, and monitoring
the Bank’s Information Technology (IT) policies and
guidelines, risk assessment and management, IT strategies,
plans and investments in support of the enterprise’s strategic
plans, operating performance and organization.

The BITGC has remained committed to its mission by way
of an effective IT governance framework that addresses
strategic alignment, performance measurement, risk
management, value delivery, and resource management. The
committee continues to enforce and monitor IT performance
metrics to ensure stable and robust IT governance and IT
risk management functions.

In 2022, the BITGC members, composed of five directors
and two board advisors, were able to conduct 12 sessions
via Microsoft Teams even as the majority of PNB’s workforce
continues to work on a flexible alternating schedule.

Major Technology Initiatives for 2022

People Training. With the easing of COVID-19 travel
restrictions, the majority of the Bank’s IT personnel were able
to attend various technical training programs through face-
to-face classes and online sessions. Already in its second
year, our subscription to the LinkedIn Learning platform
also provided tailored programs for employee training
and professional development. This affirmed PNB’s strong
commitment and support in transforming the Bank into a
service-oriented, technology-capable, security-aware, and
goal-driven organization.

Continuous Service Improvements (CSI) Programs.
Throughout the year, the Information Technology Group
(ITG) continued to pursue its goal of attaining a level
of organizational maturity that is anchored on industry
standards and best practices while supporting the business’
strategic goals. ITG is leveraging the capabilities of the
existing IT Service Management Tool (ITSM) which the Bank
acquired in 2021 to enhance operational efficiencies across
all levels of the entire IT organization and improve user
satisfaction towards ITG’s service delivery. The group is
working on unifying the help desk function, in coordination
with a third-party service provider, to establish a common
point of contact that will improve user experience and
service levels.

Operational Level Commitment. In 2022, significant
improvements were noted in the IT service operations area,
specifically on incident management, wherein 95.8% of
reported incidents were resolved within the agreed service
levels as compared to 94.65% in 2021 and 89.95% in 2020.
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 collaborated
closely in reviewing system implementation through regular
checkpoint meetings, while assessing and mitigating
potential implementation risks.
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System Stability. As a key enabler of the Bank’s business,
ITG has developed its capacity plan to ensure that the Bank
will be able to support its growing business in 2022. TG
was able to provision enough resources for all computing
platforms to sustain operation within industry-accepted
thresholds. ITG’s Infrastructure Management Division (IMD)
continued to leverage 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. In October
2022, the Board approved the acquisition of HPE Greenlake
Alletra Storage as part of the periodic technology refresh
to address obsolescence and improve system reliability and
efficiency.

High system availability for applications supporting critical
business processes was sustained throughout the year with
minimal disruptions affecting critical systems. The stability
and availability of various IT systems, which is an important
key performance indicator, has been closely monitored
and reported regularly to the Technology Management
Committee and the Board IT Governance Committee.

Strategic Initiatives. 2022 marked important milestones
resulting from the group’s work on strategic initiatives in
supporting the adoption of digital transformation in our
customers’ journey and leveraging analytics in decision-
making.

In February 2022, the Board approved management’s
recommendation to engage a service provider to develop
the Loan Evaluation and Decision System (LEADS). This
project aims to automate the consumer loan application
process from solicitation up to the release of loan proceeds
using low-code graphical workflow tools to improve
turnaround time. Phase 1 of the MFund Plus (Wealth
Management System) Project, a system that will facilitate
financial and advisory services for high-net-worth customers,
was completed in October 2022, while Phase 2 is targeted
to be completed by the end of the second quarter of 2023.
The Enterprise Datawarehouse Modernization project
workstreams 4 and 5 will be delivered by the first quarter of
2023, while data mining and analytics are being improved
continuously to assist management in their decision-making
process.
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One of the critical success factors for the Bank is its ability
to comply with regulatory requirements on time. In this area,
the Bank has implemented Phase 1 of its Customer Screening
Solution in October 2022. For overseas, an additional license
for Anti-Money Laundering (AML) Transaction Monitoring
was extended to PNB Japan in September 2022.

Phase 2 of Marketing Group’s Project Horizon mobile bank-
ing app was rolled out to the public in February 2022, includ-
ing the implementation of multi-factor authentication (MFA)
for fund transfer transactions that eliminated the depen-
dency on SMS-based one-time PIN. Phase 3, which included
biller aggregator, PESONet and scheduled transactions, was
delivered in September 2022.

ITG continued to support the growth of our virtual customer
acquisition and servicing with features such as Online
Account Opening and the FX web application platform.

Likewise, International Banking and Remittance Group,
under the Retail Banking Sector, has implemented Phase 2
of PNB Singapore’s mobile remittance app with Release 1in
April 2022 and Release 2 in June 2022. Releases 3 and 4
covering e-Wallet and e-KYC functionalities are targeted to
be launched in the first quarter and third quarter of 2023,
respectively.

System Enhancements. ITG was able to improve the
delivery of system enhancements from 79% in 2021 to more
than 93% of the 12,915 change requests submitted by the
different lines of business as of December 15, 2022. A total of
1,639 requests were cancelled, as ITG continued to control,
prioritize, and rationalize change requests in accordance with
the Bank’s strategic value and importance. The majority of
the enhancements were focused on addressing the strategic
initiatives, compliance, regulatory, and security requirements
based on the pillar “Run the Bank”.

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 information security, 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, strengthen the security infrastructure,
and improve the connectivity between the Bank’'s core
mainframe-based banking system and web-based business
solutions.



To support the Bank's information security program in
response to the evolving cybersecurity threats, the Board
approved the acquisition of Fortiweb Web Application
Firewall (WAF) and IBM Power Enterprise Anti-virus in May
2022. ITG also started migrating its file transfer facility to a
more secure and robust managed file transfer (MFT) system.
An enterprise fraud management solution has been endorsed
to and approved by the Board in December 2022 to enable
screening of transactional activity for evidence of fraud in
near real-time and to diagnose external fraud activities that
may threaten the Bank.

Modern Workplace. The Bank continued to leverage the
power of office productivity tools in creating a modern
workplace, with the support of a resilient system and
infrastructure such as Microsoft 365. Employees and the
Bank’s business partners were able to collaborate and
communicate efficiently and effortlessly by shifting from
onsite to work-from-home  arrangement using virtual
meetings as employees work under the new normal.

Automation. RPA or robotics process automation and
digitization in backroom processes and customer experience
have been gradually adopted. In March 2022, the Board
supported the management’s initiative to automate pilot
use cases for Operations Group, relating to the booking and
releasing of motor vehicle loan, as well as working paper
adjustment process of the Financial Management Sector.
Other similar processes were lined up for automation, which
are expected to contribute cost efficiency, productivity, and
improved customer experience.

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.
Successful BCP exercises were conducted for overseas and
foreign subsidiaries (June 11 and 18), domestic branches
(October 8), domestic subsidiaries (October 14), and Head
Office units (October 29), in accordance with the Bank’s BCP
/ disaster recovery plans (DRP).

These and many accomplishments in 2022 connect directly
to the passionate and dedicated employees of ITG and its
technology support partners.

On behalf of the BITGC, | am proud of the hard work,
commitment and resilience demonstrated by our technology
workforce and | look forward to more years of collaboration
as they continue to endeavor in their role as enablers of the
Bank’s strategic programs.

(Original Signed)
VIVIENNE K. TAN
Board IT Governance Committee Chairperson
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MESSAGE FROM THE BOARD OVERSIGHT

RPT COMMITTEE CHAIRMAN

DOMINGO H. YAP
Independent Director
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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 in compliance with
prevailing regulations of the Bangko Sentral ng Pilipinas
(BSP) and the Securities and Exchange Commission (SEC).
As part of a large, diversified conglomerate with a strong
presence and a dominant position in key industries, we
recognize that dealings and transactions with related parties
may occur and should be handled appropriately.

Established in 2013, the Board Oversight RPT Committee
(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 Related Party Transactions (RPT), 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 six regular members,
including four 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.

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. The unanimous vote of all the members present
at the meeting shall be required to approve/endorse any act
or Management recommendation in all the meetings of the
Committee. In case the unanimous vote was not attained
because of an objection from any of the Committee member,
rules have been put into place.



Although the Organization for Economic Co-operation and
Development (OECD) claims that there is no strong definition
of ‘related parties’, the 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;
(c) 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.

Inaccordance with PNB’s policy, RPT dealings must be treated
in the normal course of business, on an arm’s length basis.
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 nonrelated party transactions.

Material RPTs are reviewed and endorsed by the 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 10% or higher of
the Bank’s total assets based on its latest audited financial
statements. Advisement Report of any material RPT should
be filed within three calendar days after the occurrence of
the transaction. In 2022, no transaction qualified under the
materiality threshold defined by the SEC.

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
Directorsifthey 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.

As part of our commitment to keep abreast of regulatory
expectations and key developments in the industry, the
following initiatives have been undertaken in 2022:

» The Bank reviewed the applicable policies guiding the
related party transactions to keep relevant and aligned
with the recent regulatory issuances.

 The duties and responsibilities of the identified units in
implementing the RPT Framework and Policy Guidelines
have been specified.

» Tagging of the RPT for both individual and corporate
clients have been updated to improve the turnaround
time and to ensure that all the RPT accounts are captured
whether the approved credit facilities are “operative” or
“inoperative”.

In 2023, 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
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MESSAGE FROM THE BOARD STRATEGY

AND POLICY COMMITTEE CHAIRMAN

LEONILO G. CORONEL
Vice Chairman/Non-Executive Director

Realizing the vital 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 in relation to the formulation
and execution of the Bank’s strategic business plan and the risks
associated with the 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. Moreover, 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 2022, the BSPC reviewed and discussed with Management the
Bank’s strategic direction as well as the key issues and external
developments affecting the strategies. The BSPC focused on
crafting interim strategies and tactical moves to improve the
Bank’s asset quality, profitability, capital position, and liquidity.
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The BSPC continued to conduct regular economic and market
updates in its sessions, including the trends and outlook of
various industries, to identify which sectors are resilient and
not resilient after the pandemic. This exercise guided the
business groups in modifying their strategic plans and taking
countermeasures.

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.

Likewise, manuals were consistently reviewed and updated to
sustain the efficiency of the Bank’s processes and flexibility
to the changes in the regulatory environment. In 2022, Bank
policies were revisited and amended, particularly those involving
branch operations, customer protection policy, commercial and
business loans, and asset disposal.

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 equipped
the BSPC to recognize 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.

Moving forward, the BSPC will remain steadfast in fulfilling
its role as the overseer of PNB’s strategies and policies and
continue its efforts to help provide better products and services
to customers here and around the globe.

(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 15.38%, 13.66% and 15.14% as of December 31, 2022, 2021,
and 2020 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, 2022, 2021, and 2020 (amounts in millions):

‘ Consolidated ‘ Solo

| 2022 R 2020 [N 2021 2020
Common Equity Tier 1 (CET1) Capital 158,835| 152,857| 144,298 154,537 149,117 142,235
Common stock 61,031 61,031 61,031 61,031 61,031 61,031
Additional Paid In Capital 32,07 32,107 32,107 32,107 32,107 32,107
Retained Earnings 67161 57,595 46,783 67,850 58,323 48,071
Other comprehensive income (4,584) (819) 1,633 (6,451) (2,344) 1,026
Undivided profits - - - - - -
Minority interest in subsidiary financial allied
undertakings which are less than wholly-owned (for
consolidated basis) 3,120 2,944 2,744 - - -
Regulatory Adjustments to CET1 Capital 48,222 48,541 28,838 61,587 61,982 42,732

Total outstanding unsecured credit accommodations,
both direct and indirect, to directors, officers,
stockholders and their related interests (DOSRI) 1 1 1 1 1 1

Total outstanding unsecured loans, other credit
accommodations and guarantees granted to

subsidiaries 1,209 1,464 1,714 1,209 1,464 1,714
Deferred tax assets 6,790 6,834 6,895 6,574 6,268 6,341
Goodwill 11,362 11,362 13,516 11,362 11,362 13,516
Other intangible assets 1,864 2,429 2,512 1,754 2,329 2,438

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) 23199 22,990 - 36,686 36,860 14,346

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) - - 1,050 204 237 1,226

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) 3,797 3,461 3,150 3,797 3,461 3,150

Other equity investments in non-financial allied
undertakings and non-allied undertakings - - - - - -

TOTAL COMMON EQUITY TIER 1 CAPITAL 110,613| 104,316| 115,460 92,950 87,135, 99,503
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‘ Consolidated ‘ Solo

2022 2021 2020 B2 2021 2020
Additional Tier 1 Capital (AT1) - - - - - -
TOTAL TIER 1 CAPITAL 110,613 104,316, 115,460 92,950 87,135 99,503
Tier 2 Capital 6,109 5,634 5,377 5,878 5,442 5,236
Appraisal increment reserve - bank premises, as
authorized by the Monetary Board - - - - - -
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 6,109 5,634 5,377 5,878 5,442 5,236
Regulatory Adjustments to Tier 2 capital - - - - - -
Total Tier 2 Capital 6,109 5,634 5,377 5,878 5,442 5,236
TOTAL QUALIFYING CAPITAL 116,722 109,950 120,837 98,828 92,577 104,739

Risk Weighted Assets

The risk-weighted assets of the Group and Parent as of December 31, 2022, 2021 and 2020 are as follows:

‘ Consolidated ‘ Solo

BB 2021] 2020 BEE¥] 2021 2020
Total Risk Weighted On-Balance Sheet Assets 609,554 646,099 642,058 591,918 641,061 632,958
Total Risk-Weighted Off-Balance Sheet Assets 34,949 29,088 28,609 34,727 28,924 28,41
Total Counterparty Risk-Weighted Assets in
the Banking Book (Derivatives and Repo-style
Transactions) 434 447 1,698 434 447 1,697
Total Counterparty Risk-Weighted Assets in the Trading
Book (Derivatives and Repo-style Transactions) 1,961 2,071 1138 1,939 1,920 14
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 Tier 2] - - - - - -
Total Credit Risk Weighted Assets 646,898 677705| 673503 629,018 672,350, 664,180
Market Risk Weighted Assets 32,855 53,792 60,468 32,342 53,394 59,347
Operational Risk-Weighted Assets 78,977 73,407 64,199 72,96 65,604 55,576
Total Risk Weighted Assets 758,730 804,903, 798,170 733,556 791,349, 779,103
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CAPITAL STRUCTURE AND ADEQUACY

Capital Adequacy Ratios

‘ Consolidated ‘ Solo
Capital Ratios | 2022 [BH 2020 [ 2021 2020
CET1 Capital (BASEL 1) 14.58% 12.96% 14.47% 12.67% 11.01% 12.77%
Capital Conservation Buffer 8.58% 6.96% 8.47% 6.67% 5.01% 6.77%
Tier 1 capital ratio 14.58% 12.96% 14.47% 12.67% 11.01% 12.77%
Capital Adequacy Ratio 15.38% 13.66% 15.14% 13.47% 11.70% 13.44%

ICAAP and Capital Adequacy Ratio Report
The Group’s consolidated Qualifying Capital (QC) as of December 31, 2022 stands at Phpl16,722 million with a
corresponding Capital Adequacy Ratio (CAR) of 15.38%. The current consolidated QC still provides a good and
sufficient margin above the minimum regulatory capital requirement of Php75,873 million, 10% of the Group’s
Php758,730 million Risk Weighted Assets (RWA).

PNB - Consolidated

As of date indicated

(in Php Million) Mar-22 Jun-22 Sep-22 Dec-22
Total Qualifying Capital 110,548 118,310 17,212 16,722
CAR 14.69% 15.24% 14.49% 15.38%
CET 1/Tier 1 Ratio 14.01% 14.53% 13.78% 14.58%
Total RWA - Pillar 1 752,576 776,142 809,097 758,730

Figure 1: PNB Consolidated CAR 2022

Under Solo basis, current QC of Php98,828 million and CAR of 13.47% still has 347 bps leeway above the
regulatory capital requirement of Php73,356 million to cover the Php733,556 million RWA as of December 31,

MESSAGE FROM THE RISK OVERSIGHT

COMMITTEE CHAIRMAN

2022.
PNB - Solo ‘ As of date indicated ‘
(in Php Million) Mar-22 Jun-22 Sep-22 Dec-22
Total Qualifying Capital 92,669 99,953 98,066 98,828
CAR 12.74% 13.31% 12.52% 13.47%
CET 1/Tier 1 Ratio 12.06% 12.60% 11.82% 12.67%
Total RWA - Pillar 1 727,457 750,814 783,277 733,556

Figure 2: PNB Solo CAR 2022
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EDGAR A. CUA
Independent Director
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The environment for the year 2022 in the post-pandemic
world remains to be challenging as geopolitics, climate
change, rising inflation, and the energy and food crisis
continue to dominate the landscape, creating complex risks
for PNB.

Our Bank, despite these risks, continued to adhere to its goals
of financial performance, innovativeness, service excellence,
and social responsibility - and has remained accountable to
all its stakeholders - regulators, shareholders, employees,
and customers.

The importance of an effective risk oversight function cannot
be stressed enough given the uncertainties of the above-
mentioned external risks. The Board continues to closely
review the risk management framework with the intention to
improve the following: (1) definition of the organization’s risk
appetite; (2) assessment of risk profile; and (3) monitoring of
risk thresholds. This ensures that the Bank’s business results
are always evaluated against its strategies and objectives
within a risk control environment.

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 ratio at all levels of the Bank and is
embedded in our core values. The concept of the Three Lines
Model: Governing Body, Management, and Internal Audit, for
effective risk management, is part of our PNB culture.

The Risk Oversight Committee, comprised of seven directors
(four of whom are independent directors), held all its
meetings virtually in 2022. 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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MESSAGE FROM THE RISK OVERSIGHT COMMITTEE CHAIRMAN

RISK MANAGEMENT DISCLOSURE

Significant milestones for 2022 in Risk Management included
the following:

 Extensive Rapid Loan Portfolio Review was performed,
covering the impact of the Russia/Ukraine War, Rising
Oil prices, Peso depreciation and typhoons Paeng and
Odette;

e Approval of the Reputational Risk Management
Framework to serve as foundation to comply with
the minimum prudential requirements for managing
reputational risk;

e Establishment of Operational Key Risk Indicators (KRIs)
and thresholds for Public Affairs, Customer Experience
and Retail Banking to enhance risk management
oversight and monitoring; and

e Creation of the Fraud Risk Department for a centralized
view, oversight and management of the Bank’s fraud
risks.

The role of risk management has never been more important
as the world continues its recovery from the pandemic. It
also becomes imperative for the Bank to exercise diligence
in identifying and addressing every risk as part of its daily
operations. This includes managing risks in new product and
service offerings, as well as related emerging risk trends. The
Bank also ensures compliance with the changing regulatory
environment and is more responsive to the intensified reality
of cyber security, fraud, 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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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,
throughthe 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 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. On the other
hand, executive officers are assigned to various Management
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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 these 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;

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

e a clear delineation of lines of responsibilities for
managing risk;

* 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 shall be composed of at least seven
(7) 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.
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The members shall possess a range of expertise as well as
adequate knowledge of the Bank’s risk exposures. They must
also meet the membership 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).

Oversee the risk management framework;
Oversee adherence to risk appetite;
Oversee the risk management function; and
Oversee regulatory compliance.

INFNIENIES

Management Risk Committee

The Management Risk Committee (MRC) is 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.

Figure 1: Three Lines Model

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 in 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 with the
three lines model of The Institute of Internal Auditors (lIA)
(see Figure 1): Governing Body, Management, and Internal Audit:
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1) Governance and the Governing body role - Governance
requires the implementation of appropriate structures
and processes that enable accountability to stakeholders,
action by management to manage risk and assurance by an
internal audit function. Through the Board of Directors, the
governing body ensures there is an effective governance
structure in place, where the Bank’s objectives and activities
are aligned with the interests of its stakeholders. It also
delegates responsibility to management, with the necessary
resources, in achieving the Bank’s objectives while ensuring
legal, regulatory, and ethical requirements are met.

2.) Management: First & Second line roles - Management’s
responsibility to achieve organizational objectives comprises
both first and second line roles. First line roles belong to the
lines of business who are directly involved in managing risks.
This entails the proactive self-identification of risks as well
as the design and implementation of appropriate controls.
The second line roles belong to the support units who
provide expertise and insight to the first line in managing
risks.  For the Bank, support units with second line roles
include the Risk Management Group (RMG), Enterprise
Information & Cyber Security Group (EICSG) and Global
Compliance Group (GCG).

3.) Internal Audit: Third line roles - Internal audit provides
independent and objective assurance and advice on
the adequacy and effectiveness of the Bank’'s control,
governance, and risk management processes. It reports
its findings to Management and the Board Audit and
Compliance Committee (BACC) to promote and facilitate
continuous improvement.

All roles, when working together, collectively contribute to the
creation and protection of value when they are aligned with
each other and with the prioritized interests of the Bank and
its stakeholders. Alignment of activities is achieved through
communication, cooperation, and collaboration. This ensures
the reliability, coherence, and transparency of information
needed for risk-based decision making.
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Risk Management Group

Risk Management Group (RMG) is independent from the
business lines and is organized as follows:

. Administrative and Support Department;

. Business Continuity Management and Vendor Risk

Monitoring Division;

. Business Intelligence and Data Warehouse Division;

¢ Credit Risk Division;

. ICAAP & Operational 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.
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1S/CYBER SECURITY GOVERNANCE FRAMEWORK EICSG performs the following functions in support of the Bank’s
overall information and cyber risk, and privacy exposure:
The IS/Cyber Security Governance Framework (see Figure 2 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 . Establish, lead, and manage the implementation of
maintaining a balance between benefits and security risks. the Information Security Strategic Plan (ISSP) and
Information & Cyber Security Program (ICSP).
Figure 2: Information Security Governance Framework . Establish and maintain the Information Security

Management System (ISMS), Manual of Information

Security Guidelines (MISG), Information Technology (IT)
Risk related guidelines, industry standards and practices
that will ensure secured delivery of Bank’s products and
services. Provide governance and oversight to ensure
A Ultimate Oversight Strategy & Program Approvals compliance to said policies, standards, and guidelines.

coararoroncCtors ISMS & Policy Approvals & Resource Approvals * Lead and manage the overall information security and

cyber security risks of the PNB Group to preserve the
Confidentiality, Integrity, and Availability (CIA) of its
information assets.

ROC, MRC, BITGC, BACC

AR

Independent Oversight & Monitoring

RMG, GCG, |AG, EICSG Independent Group; CISO; Oversight of Programs . Lead and manage the imp|ementation and execution of
_—_ the Technology Risk Management process established
Management Committee Ultimate Line Seniors; Directly Responsible Actors to manage |T-related risks in a”gnment with the

IT Group, Business Users, 3rd Party / Implementors

e A

RISK AND CONTROL OFFICERS (RCO)
(Formerly known as Business Information Security Officer)

Laws, Circulars, ISO 27000-ISMS & Other Standards, References, Tools
IS Program, Policy & Guidelines Framework, Bulletins,
Operating Procedures, Self-Assessment, Management Reports, etc.

requirements of BSP Circular 808.

. Coordinate and monitor the performance of Project
Risk Assessments to manage potential risks that may
occur over the life cycle of an IT-related project.

. Lead and provide guidance in safeguarding the Bank’s
information assets against unauthorized use, disclosure,

Line Partners per Business Unit Assess, Monitor &
Escalate Reports & Self Assessment, IAR, PIl

Enterprise Information & Cyber Security Group

The Enterprise Information & Cyber Security Group (EICSG)
manages the overall information and cyber security risk of
the PNB Group to preserve the Confidentiality, Integrity and
Availability of its Information Assets including privacy risk in
order to comply with the requirements of applicable privacy
laws and regulations, both domestic and foreign. 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.

EICSG is headed by the Chief Information Security Officer
(CISO) and concurrent Data Protection Officer (DPO) who
reports directly to the Risk Oversight Committee (ROC) on
matters concerning information security and cyber security
including data privacy. The Head of EICSG, in his capacity as
CISO and concurrent DPQO, chairs the Security Incident Response
Team (SIRT) and Breach Response Team (BRT) for effective

and efficient management of information and cyber security,
including privacy-related incidents.

EICSG is organized into three divisions, namely the IT / IS
Governance Division (ITSGD), the Cyber Security Operations
Division (CSOD), and the Data Privacy Division (DPD). The
CSOD is dedicated to the prevention, detection, and assessment
of cyber security threats and incidents and fulfillment of
regulatory compliance. The ITSGD defines and obtains the
necessary approvals for the policies, guidelines and standards
that shall address the risks and vulnerabilities that the Bank’s
information assets are exposed to with the possibility of these
being exploited. Proactive and predictive action to cyber
security risk sourced from cyber threat intelligence feeds are
carried out in coordination, cooperation and collaboration with
concerned business units and IT Group. The DPD assists the
DPO in spearheading the data protection strategy as well as
compliance with applicable data privacy laws and regulations
to ensure that all personal data collected from the data subjects
are processed in adherence to the data privacy principles of
transparency, legitimate purpose, and proportionality.
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modification, damage, or loss in support of the Bank’s
mission to provide secure and reliable services.

. Provide advice and direction in the integration of
information/cyber security practices into the bank’s
strategic and operational processes.

. Spearhead the Data Privacy Management System
(DPMS) and data protection practices in compliance
with the Data Privacy Act of 2012, its Implementing
Rules and Regulations (IRR) including issuances of
National Privacy Commission (NPC) and other relevant
privacy and data protection laws (“Applicable Laws”)
within the PNB Group. This includes developing
and maintaining the Data Privacy Program, policies,
guidelines, and procedures along with the disciplinary
and remedial actions for the violation of policies.
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Develop and update the Privacy Impact Assessment
(PIA) process, and provide assistance to business units
regarding identification, assessment, mitigation, and
monitoring of risks associated with data privacy.
Communicate and ensure proper data breach and
security incident management by the Bank including,
where applicable, the preparation and submission to
the National Privacy Commission (NPC) of reports
and other documentation concerning data breach and
security incidents and notification to affected data
subject which should be within the prescribed period
as mandated by NPC.

Work closely with stakeholders and business units
to keep abreast of planned changes to technologies,
working practices, and business activities that could
have an impact on the bank's information/cyber
security, and data privacy.

Develop and sustain a security- and privacy-centric
culture by providing continuous information/cyber
security and data privacy campaigns, trainings,
awareness, bulletins, and programs tailor-fit to different
set of stakeholders.

Manage the Security Operations Center (SOC) via
proactive monitoring and timely escalation of cyber
security events and incidents.

Direct and assist investigations of information/cyber
security and data breaches and ensure root causes of
such breaches are understood and addressed.
Conduct research on threats and subscribe to threat
intelligence sharing platforms for wider visibility on the
threat landscape and as means to monitor and mitigate
emerging threats.

Lead the development and delivery of measures
and metrics to support the assessment, reporting
and ongoing improvement of the information/cyber
security posture.



RELEVANT REGULATORY ISSUANCES FOR 2022

NUMBER DATE ISSUED SUBJECT
BSP CL 2022-011 2022-02-08 Philippine Sustainable Finance Roadmap and Guiding Principles
BSP Cir. 137 2022-02-18 Amendments to Regulations on Outsourcing and IT Risk Management
BSP Cir. 140 2022-03-24 Amendments to Regulations on Information Technology Risk Management
BSP Cir 1142 2022-03-29 A.mendments tQ the Guidelines on the Computation of Minimum Required Capital and
Risk-Based Capital Adequacy Ratio
BSP Cir. 1148 2022-06-17 Amendment to the Framework for Dealing with Domestic Systemically Important Banks
BSP Cir 1149 2022-08-23 Sgﬁeslmes on the Integration of Sustainability Principles in Investment Activities of
BSP Cir. 1150 2022-08-23 Prudential Framework for Large Exposures Monitoring Threshold
BSP Cir. 152 2022-09-05 Amendments to the Regulations on Unit Investment Trust Funds (UITFs)
BSP Cir. 1158 2022-10-18 Guidelines on Recovery Plan of Banks
Implementing Rules and Regulations of the Mandatory Agriculture, Fisheries and
BSP Cir. 1159 2022-11-04 Rural Development Financing under Republic Act (R.A.) No. 11901 or “The Agriculture,
Fisheries and Rural Development Financing Enhancement Act of 2022”
: L Regulations on Financial Consumer Protection to Implement Republic Act No.11765,
BSP Cir 1160 2022-11-28 otherwise known as the “Financial Products and Services Consumer Protection Act”
Supplemental Capital Adequacy Ratio (CAR) Report on the Temporary Regulatory
BSP Memo 2022-002 2022-01-1 Relief on the Capital Treatment of Provisioning Requirements under the Philippine
Financial Reporting Standard (PFRS) 9
BSP Memo 2022-015 2022-03-22 Recommended Control Measures Against Cyber Fraud and Attacks on Retail Electronic
Payments and Financial Services (EPFS)
BSP Memo 2022-016 2022-03-22 Application Programmming Interface (API) Security Control Recommendations
Guidelines on the Submission of the Supplemental Capital Adequacy Ratio (CAR)
BSP Memo 2022-022 2022-04-20 Report on the Temporary Regulatory Relief on the Capital Treatment of Provisioning
Requirements under the Philippine Financial Reporting Standard (PFRS) 9
Extension of BSP Prudential Relief Measure on the Relaxation in the Credit Risk Weight
BSP Memo 2022-041 2022-09-23 for Loans to MSMEs under the BSP’s Risk-Based Capital Adequacy Frameworks
BSP Memo 2022-042 2022-09-29 Guidance on the Implementation of the Environmental and Social Risk Management
(ESRM) System
BSP Memo 2022-043 2022-10-07 Email Security Control Recommendations
BSP Memo 2022-046 2022-10-27 Frequenftly Asked Questions on the Amendments to the Regulations on Outsourcing
and IT Risk Management
BSP Memo 2022-05 2022-12-07 RAemAmAder on Rlsk ManagementAMeasures Relative to Virtual Asset Safekeeping,
Liquidity Requirements, and Third-Party Engagements
NPC Cir. 2022-01 2022-08-08 Guidelines on Administrative Fines
NPC Cir 2022-03 2022-12-05 G‘u[delmes for P‘rlvate Security Agencies on the Proper Handling of Customer and
Visitor Information
Registration Of Personal Data Processing System, Notification Regarding Automated
NPC Cir. 2022-04 2022-12-05 Decision-Making Or Profiling, Designation Of Data Protection Officer, And The National

Privacy Commission Seal Of Registration
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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. The Bank’s principle on risk appetite is
expressed as Risk Tolerance and is embedded in 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

PNB pursues its business objectives by accepting risks up to the
level where it remains aligned with the following HIGH-LEVEL
RISK APPETITE STATEMENT(S):

On Reputational Risk:

e The Bank identifies risks that may result in negative
impact to the Bank’s reputation. The Bank will put into
place policies to mitigate such risks and will cascade
this through appropriate commmunication channels.

*  When an unfavorable situation arises, the Bank shall
address these pro-actively to defend and preserve
the Bank’s reputation and brand image by actively
monitoring and measuring reactive communications
received.

On Strategic Business Risks:

. The Bank aims for stability of earnings and maximizes
shareholder’s value to ensure the continued Bank
growth trajectory in the long term.

On Operational Risk / Technology / Cyber Security Risks:

. The Bank maintains LOW appetite for operational
risk issues. The Bank 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
process, managing proper vendor oversight and
employing appropriate governance processes in the
implementation of innovative and creative solutions.
Furthermore, the Bank ensures resources are available
to control operational risks to acceptable levels.
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. The Bank has LOW tolerance for damage to Bank
information assets from threats arising from malicious
attacks and/or poor information security controls. To
address this risk, the Bank aims to build and implement
strong internal processes, robust technology controls
and a mature, security-centric culture.

. The Bank has 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, the Bank aims for strong internal
processes, conduct of proactive awareness campaigns
for personnel, and the development and continuous
improvement of robust information security and data
privacy controls.

. The Bank has a LOW appetite for risks to the availability
of systems which support its critical business functions,
including those which relate to core banking operations
and financial markets operations. Service availability
requirements have been identified and agreed with
each business area.

. The Bank has a LOW appetite for IT system-related
incidents which are generated by poor project
implementation, and poor change management
practices.

On Personnel / Clientele Behavior:

e The Bank does not tolerate any dishonest or fraudulent
behavior and is committed to deterring and preventing
any incidence. It takes a very serious approach to
cases, or suspected cases, of fraud or corruption
perpetrated by its personnel and responds fully and
fairly in accordance with provisions in the Bank’s Code
of Conduct.

On Regulatory / Statutory Compliance:

e The Bank aims to remain in compliance with Philippine
laws and Regulatory Bodies and its public mandate.

e The Bank aims to remain compliant with the laws,
regulations and guidelines as prescribed by the host
countries where it is present.

e The Bank aims to remain in compliance with generally
accepted accounting principles and standards.

The High-Level Risk Appetite Statement(s) are translated into
measurable metrics and set limits that cover all relevant risk
categories arising from the Bank’s business objectives which aim
to keep the overall risk profile within acceptable risk thresholds.
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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 outlined below with corresponding responsibilities of
executive management and board of directors.

For the Bank’s Risk Threshold, the Capital Adequacy Ratio
(CAR), which is the measure of the Bank’s solvency, is the
parameter being used for the risk materiality. The CAR and CETI1
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 Risk in the Banking Books, Reputational,
Information Technology, and emerging Cyber Security Risks,
and Human Resource Risks that the Group is exposed to
(see Figure 3 below).

The 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.

The Executive Committee (ExCom) reviews, discusses, notes,
endorses, and / or approves management proposals on credit
facilities; investments in financial assets; and borrowings and
capital raising, updates and reports on credit, transactional,
administrative, and other matters.

Figure 3: Risk Appetite, Risk Threshold, Risk Tolerance

N Strategies
and Appetite
Risk Appetite: The level of risk the bank Setting Board ) )
is willing to accept within its risk bearing Board Strategy & Policy Committee
capacity Executive Committee
Risk Oversight Committee
Board IT Governance Committee
Risk Bearing Capacity / Threshold: the
maximum risk the bank will tolerate expressed
in Risk Threshold that is linked to capital
Management Committees
Target Risk Profile: Expressed in various forms
of limits which the bank adheres to over time,
based on its risk appetite, overall strategic
objectives and governance approach
Risk-Taking Units
Approval, Regulatory & Internal Limits: the actual
Monitoring, amount of risk being taken, as quantified by
and the risk measure. v
Reporting
) ) Operations Liquidity Interest Credit Strategic / IT / Cyber
Credit Risk Market Risk Risk Risk Rate Risk Concentration Franchise Security Etc.
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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 Management Risk Committee operationalizes the ERMF of
the Bank - assesses, reviews and monitors enterprise level risks,
as well as the risk responses proposed or actions to be taken by
the relevant risk owners.

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, shall perform comprehensive
assessment of all material risks. This is accomplished 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;

. 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.
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The ICAAP Risk Assessment and Quantification, on the other
hand, allows the risk owners to provide a 3-year guantitative
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

The Group defines material risks (at group level) as those risks
from any business activity large enough to threaten the Bank’s
capital position to drop below its desired level, resulting in either
increase in risk weighted assets or reduction in earnings and /
or qualifying capital which translates to a 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 Cir. No. 510, i.e, Interest Rate
Risk in the Banking Book (IRRBB), Liquidity Risk,
Reputational Risk and Strategic Business Risk;

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

. Information Security / Cyber Security Risk (BSP Cir. No.
982) and

. Further risks identified as “material” by the Board and
Management Committee such as Model Risk, 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 using the three lines model. For
the assessment period from 2022 to year 2024, these are based
on the following eleven (11) material risks which are grouped
under Pillar 1 and Pillar 2 risks, 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 the Banking Book (IRRBB);

Liquidity Risk;

Reputational Risk;

Strategic Business Risk;

Model Risk;

10. Information Security/ Cyber Security / Data Privacy
Risk; and

1.  Information Technology Risk

12.  Human Resource Risk

© © N O v

2022 Risk Management Highlights
Market & Liquidity Management

The Market and Asset Liability Management Division (MALMD)
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 2022 under
MALMD are as follows:

Trading Market Risk / Price Risk

. Continuous involvement in the Treasury Management
System activities up to the post implementation /
production activities;

. Participation in the FX Web Application to be used in
GMG’s Franchise Business

. 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 (FVPL) 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;

. 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;

. 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;

. Review 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;

. Guidance and consultation to GMG, overseas branches,
and subsidiaries in the review of their policy and / or
procedures manuals; and

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

Structural Market Risk - Interest Rate Risk in the Banking Books

. MALMD is actively involved in the post-implementation/
production activities of the Asset Liability Management
System project related to the IRRBB module;

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

. Increased  coordination and engagement  with
Institutional Banking Sector (IBS) and Global
Markets Group (GMG) regarding the derivation and
implementation of risk management triggers/limits,
to include but not limited to, the computation of Delta
EVE through the conduct of simulations on the effects
of significant prospective loan releases and investments
as a prerequisite for approval

. Enhanced schedule template for projected loan releases
particularly for the IBS sector (Corporate Banking
Group, Metro Manila Commercial Banking Group and
Provincial Commercial Banking Group) - the schedule
template submitted on a bi-monthly basis now serves
as a monitoring tool for IBS for prospective loan
releases within the next 12 months and beyond and as a
standardized input for projected Delta EVE calculations
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. Increased coordination with RMG’s Business Intelligence
Data Warehouse Division (BIDWD) to automate the
generation and procurement of crucial source data
inputs to IRRBB such as the daily loan portfolio of the
Bank

. Incorporated other interest rate shock scenarios
recommended in the IRRBB document of the Bank of
International Settlements (BIS) in the computation of
Delta EVE to gauge what scenarios would provide the
most impact to Delta EVE; scenarios such as short rate
up, short rate down, flattener and steepener yield curve
scenarios were added to the current parallel up and
parallel down scenarios

. Preparation of IRRBB reports twice a month for Asset
Liability Committee (ALCO) meetings

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

. 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

. 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

. MALMD is actively involved in the post-implementation/
production activities of the Asset Liability Management
System project related to Maximum Cumulative Outflow
(MCO), and Liquidity Stress Testing (LST) sub-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) and Time Deposit Redemption Rate
(TDRR) behavioral models for reporting to the ROC;

. Updating of policies, procedures, assumptions, and
limits for liquidity risk management;
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. Conduct of risk awareness lectures on liquidity risk
management in 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 PNB Securities,
Inc. on a regular basis;

. 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 in 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.

. Participation in the sustainability initiatives of RMG in
relation to the Environmental, Social and Governance
(ESG) Roadmap

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) account for 86% (as of December 31,
2022) of the Group’s consolidated RWA of Php777,755 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 Division (CRD) of RMG supports the
implementation of the risk management framework for Asset
Quality Exposures. OQOur 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 are congruent with
the goals, target market, risk asset acceptance criteria
(RAAC), strategies, and risk philosophy set by the
policy-making bodly.

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 2022 under
Credit Risk are as follows:

1. Continuous monitoring of the loan portfolio trend, 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. Monitoring the resolution of top credit risks under Red
and Amber status and the actions taken to bring them
to Green status.

3. Oversight of the creditinitiation and approval of selected
accounts through pre-approval review. The RMG Head
and the Head of Credit Risk Division sit as resource
persons in the Senior Management and Institutional
Banking Sector Credit Committees, respectively.

4. ldentification of emerging risks, to include, among
others: new regulations, adverse economic events (i.e.
interest rate hikes and local currency depreciation), that
can have an impact to a particular industry or group of
borrowers and the possible risk faced by the Bank.

5. Performance of scenario analysis through stress testing
on the impact of COVID-19, strong typhoons, Russia/
Ukraine War, peso devaluation, gasoline and interest
rate hike to borrowers and industries to assess the
impact to the bank’s NPL ratio and Capital Adequacy
Ratio.

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

7. Independent credit review of the Bank’s large exposures
and interdependent accounts, restructured loans,
accounts showing significant increase in credit risk as
well as validation of the computation of the Expected
Credit Loss for each of the accounts reviewed.

8. Continued participation in the formulation, review of
new / revised credit policies and procedures within the
Bank and subsidiaries.

9. 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).

10. Assistance for the business units in identifying the risk
inherent in their proposed products or process.

1. Update of the credit risk policies and procedures
manual to improve the risk management framework for
the group.

12. Assistance for subsidiaries in their compliance to
regulations, formulation of policies and procedures and
process improvement.

13. Participation in the initial steps undertaken by the Bank
in its compliance to the Environmental and Social (E&S)
risk requirements.

14. Initial steps were undertaken to prepare for the
implementation of BSP Cir. 1150 re: Large Exposures.

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 2022 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 Key Risk Indicator
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. Initial roll-out to the Business Units of the RCSA and
LER; as well as, uploading of KRI in the Metrics Module;
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3. Approval of Fraud Risk Management Department
and appointment of Fraud Risk Department Head to
lead the EFMS project and for central monitoring of
fraud incidences and standardization of fraud risk
management process for the Bank;

4. Leading the Enterprise Fraud Management Solution
Project activities, in coordination with business units
and vendors, with the following accomplishments:

a. EFMS accreditation, due diligence, and vendor
approval

b. Compliance to BSP Circular 1137 (Amendments
to Regulations on Outsourcing and IT Risk
Management)

c. Monitoring of compliance to BSP Circular 1140
(Amendments to Regulations on Information
Technology Risk Management)

d. BRD and Data Mapping sessions with Channel
Owners and functional/technical evaluation

5. 2022 ICAAP Document submission to BSP to cover
review of risk assessments for the material risks
identified by the Bank and the respective Subsidiaries,
including update of the Risk Appetite Statements;

6. Enhanced CAR monitoring and reporting to incorporate
simulations and projections from other units;

7. Coordination and monitoring sustainability initiatives of
RMG and deliverables in relation to ESG Roadmap;

8. Securing approval for the Reputational Risk Management
Framework in compliance to BSP Circular 1114;

9. Update of the Operational Risk Management Manual to
incorporate changes and enhancements particularly on
the following:

a. Conduct of on-site verification covering risk and
control assessments

b. RCSA reassessment of the branches’ RCSA with
significant incidences or high-risk issues and
adding of guidelines to the supporting documents
required by Global Compliance Group;

10. Roll-out of Interim RCSA for the following:

a. ldentified Critical Processes
b. Overseas Offices and Subsidiaries covering
other material risks aside from Operational Risk;

1. Review and discussion of accomplished RCSAs and
reporting of results to MRC and ROC, including
mitigating controls and action plans;

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

13. Continuous review of new product proposals, as well
as process and procedures manual review of the Bank’s
processes, including those of the subsidiaries;
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14. Identification of High-Risk Areas for efficient monitoring
of critical risks across the organization and continuous
monitoring and reporting of top loss events;

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

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

17. Securing of approval for the RBS KRI thresholds
established in coordination with Retail Banking Sector
for monitoring and escalation;

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

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

Model Validation

The Model Validation Division (MVD) of RMG, as mandated by the
Bangko Sentral ng Pilipinas (BSP) and Bank’s risk management
policies and procedures, conducts independent pre- and post-
implementation model validation of the Bank’s models. MVD
focuses on the review and validation of model development,
model governance, integrity of inputs, model assumptions and
methodologies, and calculations of the model to ensure that the
Bank’s model is objective, accurate, and mathematically sound.

MVD specifically evaluates model conceptual soundness,
identifies risks inherent in model implementation, delivers
independent assessment of the modelinrelationtoitscompliance
with BSP requirements and provides recommendations to ensure
that the developed model is aligned with the Bank’s institutional
business strategy, technology plans, credit, market, liquidity and
other risk policies and procedures.

MVD’s validation process covers both quantitative and qualitative
aspects of the Bank’s model. These two aspects of validation are
sub-divided into three model dimensions each with details as
follows:

Quantitative Validation:

v" Theoretical Dimension discusses and ensures that the
development of models and/or model components
are based on banking standard methods and theories,
logical assumptions and derived from / consistent with
accepted and correct mathematical principles and
procedures.

v' Data Dimension evaluates data integrity,
representativeness of data used in calculation/
development of model and/or model components,
appropriateness of performance and sample window,
completeness of the data set and reasonableness of the
variables that comprised the model.




RISK MANAGEMENT DISCLOSURE

Mathematical / Statistical Dimension ensures that
the model and/or model components are statistically
accurate and performing as expected through the
conduct of applicable test metrics.

Qualitative Validation:

v

Model Design and Implementation Process assess
consistency of model design with its purpose of
development, reasonableness and validity of input data,
and acceptability of model outputs.

Model Documentation Review evaluates
comprehensiveness and replicability of the model
by assessing its documentations’ completeness,
transparency, and sufficiency of information.

Model Governance ensures the delineation of
responsible model stakeholders, approval, and/or
implementation process.

Highlights of the risk management completed activities for 2022
under Model Validation Division are as follows:

v

v

Updating of Model Validation Framework, Policy,

and Procedural Manual to align with the Model Risk

Management Framework

Creation of Model Risk Management Framework, Model

Materiality Scorecard and Model Risk Assessment

Guidelines

Enhancement of Model Inventory, Model Health

Scorecard and Model Exception Database

Validation of Market and Liquidity Risk Models:

. Behavioral Modelling Analysis for Term Redemption
Rates

. Behavioral Modelling Analysis for Loan Prepayment

*  Historical Simulation Value-at-Risk (VaR)

e Historical Simulation Value-at-Risk (VaR)
Backtesting Model

*  Credit Risk Factor (CRF) Methodology

Validation of Corporate and Retail Credit Risk Models

* Application scorecard for Motor Vehicle Loans,
Housing Loans, Credit Cards, and CELP

. Expected Credit Loss Model for Non-Retail
Segments - General Sophisticated Approach

*«  Expected Credit Loss Model for Housing Loans -
General Sophisticated Approach

* Expected Credit Loss Model for Motor Vehicle
Loans - General Sophisticated Approach

. Expected Credit Loss Model for Credit Cards -
General Sophisticated Approach

. Expected Credit Loss Model for LGU and Retail
SME - General Simpler Approach

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

While banks have greatly benefited from the software and
systems that allow 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 indicate 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 Cir. 808) It is also a business risk
that is associated with the use, ownership, operation,
involvement, influence and adoption of IT within the
Bank [2]. 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
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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;

¢ Crisis Management Committee and Cyber-attack
testing;

¢ Availability of third-party documentation and
implementation on Business Continuity;

*« Promoting awareness among employees through
classroom-type trainings and email advisories;

« Conducting awareness campaigns for Risk and
Control Officers on their roles and responsibilities
for BCP-related requirements and BCP testing
exercises;

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

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

Business Outsourcing Risk is the risk to the Bank’s

operations relating to services that are outsourced
to third-party service providers. Outsourcing 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 and 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 of existing vendors;

. Ensuring implementation of risk assessments
and due diligence prior onboarding and periodic
review/oversight for existing outsourcing/vendor
engagements;
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4.

. Monitoring and validation of due diligence and
periodic review documents;

. Monitoring timely renewal of vendor contracts by
business units;

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

. Ensuring availability of third-party documentation
and implementation on Business Continuity to
support the Bank’s requirements during disruptions;

. Ensuring third-party service providers and business
units’ compliance to due diligence and periodic
oversight/review requirements stipulated in the
Enterprise Vendor Outsourcing Policy.

«  Adhering to BSP Cir. No. 899 and 1137 on regulations
for Outsourcing and IT Risk Management

Project Risk is the risk of failure in 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 IT (including BCP)
for 2022:

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 Continuity 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 processes such as IT
Risk Assessment (ITRA), Project Risk Assessment (PRA),
Business Impact Analysis (BIA);

Enhancement of IT risk taxonomy;
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. Outsourcing and Vendor Risk Management Monitoring with
inclusions of risk acceptance per engagement / vendor; and

. Update of 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
GRI 3-3

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:
e 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 2022 under
Data Privacy are as follows:

. Privacy Impact Assessment process implementation;

. Data Sharing Agreement and Data Protection
Agreement implementation with partners and vendors,
respectively;

. Continuous Data Privacy Awareness and Education
including integration of basic data privacy awareness
in Human Resources Group trainings, namely: New
Employees Orientation, Management Training Program,
Junior Executive Development Institute, and Branch
Operations Training Program;

. Review of business units’ manuals, forms, and contracts
to incorporate Data Privacy requirements;

. Incident monitoring and reporting to the NPC;

. Counsel to business units including branches, offices,
and subsidiaries, both local and overseas, regarding
Data Privacy concerns.

Information Security / Cyber Security Risk
GRI 3-3

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.
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Highlights of information / cyber security risk management
activities (under our Enterprise Information & Cyber Security
Group) for 2022 include:

Information Security

. Partnered with an [SO-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 of the
performance of third parties via the conduct of risk
assessments

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

. Implementation of 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 monthly webinars on various cybersecurity
concerns and participation in the global Cyber Security
Awareness Month where webinars on cyber hygiene
were provided; and (4) anti-phishing talks; etc.

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

. Continued monitoring of user compliance to policies,
standards and guidelines and other acceptable use
policies

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
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. 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:

«  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
» Trade Portfolio Reports and Analytics
> Credit Facility/Loan Collateral Reports and
Analysis
. Loss Events Reporting (LER) for Operational Risk
Management;
. Remittance Monitoring and Analysis
*  Treasury Analytics
. Executive Dashboards, Analytics, and Reports serviced
for business and support groups;
¢ Asset Liability Management Dashboard,;

. Regulatory Reports on Credit Risk Management: reports
relating to the Expanded Real Estate Exposure (EREE);
Capital Adeqguacy Ratio (CAR); BSP Cir. 855 Guidelines
on Sound Credit Risk Management Practices; BSP
Cir. 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 EDW is also the source of data for the following Decision
Support Systems (DSS) of the bank:
*«  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 2022 ICAAP activities are taking off from the April 2021
submission considering 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.
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Figure 5: 2021-2022 ICAAP Milestones and List of Activities

KEY DATES MILESTONES & ACTIVITIES
December 2021 - « Continuous discussion and evaluation of top and emerging risks in the Management Risk Committee
January 2022 « Business Planning Session of the individual groups and revisiting of business strategies relative to the

sustained benign phase of COVID-19, prolonged Russia-Ukraine conflict and projections for the next
three years

February - May 2022 * Review and approval of the Bank’s Material Risks

* Review and approval of ICAAP Stress Scenarios and Assumptions

* Quantification of the Bank’s Material Risks aligned to the enterprise scenario and macro-economic
assumptions

* Quantification and review of Material Risks as identified by each of the Domestic and Foreign Subsidiaries

* 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 ready for BSP submission

RMG Sustainability Activities

PNB has already submitted its Board-approved Sustainability Policy, three-year Transition Plan, and Sustainable Finance Framework
to BSP to comply with BSP Cir. 1085, Series of 2020 on Sustainable Finance Framework.

When the BSP Cir. 1128 or the Environmental and Social Risk Management System (ESRMS) was released in October 2021, PNB
recalibrated its Sustainability Transition Plan to include the specific requirements of integrating Environmental and Social (E&S) risk
criteria in the Enterprise Risk Management Framework, particularly on Credit Risk Management and Operational Risk Management.
The Manuals were further updated in 2022 to incorporate the provisions of BSP Cir. 1149 issued on August 23, 2022.

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 Bank’s Enterprise Risk Management Framework (ERMF) was updated in December 2022 to include the Bank’s
Sustainability Policy under the risk management realm.

«  The Bank’s Credit Risk Manual was updated in 2021 and 2022 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 rolled-out to the PNB Subsidiaries and
Overseas Branches for the 2022 risk assessments.

e Sustainability clauses are included in the 2022 Enterprise Business Continuity and Vendor Outsourcing Manuals of the Bank,
as approved by the Board last 2021 March and April, respectively.

«  Sustainability criteria/questionnaire in CSD Vendors Information has been implemented.

e Sustainability Risk is in the Vendor Risk Assessment Form.

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

*  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.
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REGULAR CAPITAL REQUIREMENTS UNDER BASEL lil - PILLAR 1 CAPITAL ADEQUACY RATIO

The Bank’s Capital Adequacy Ratio as of December 31, 2022 stood at 15.38% on a consolidated basis while the Risk Weighted Assets
(RWA) as of the end of 2022 amounted to P758.730 billion composed of P646.898 billion (Credit Risk Weighted Assets - CRWA),
P32.855 billion (Market Risk Weighted Assets - MRWA) and P78.977 billion (Operations Risk Weighted Assets - ORWA).

Capital Adequacy Ratio

The Bank’s total regulatory requirements for the four quarters for 2022 are as follows:

Consolidated

Weighted Exposures
(As of End of Every Quarter of 2022)

(Amounts in P millions) Dec 31 Sept 30 June 30 Mar 31
CRWA 646,898 688,785 653,838 629,456
MRWA 32,855 41,334 43,326 44143
ORWA 78,977 78,977 78,977 78,977
Total Risk-Weighted Asset 758,730 809,096 776,141 152,576
Common Equity Tier 1 Ratio 14.58% 13.78% 14.53% 14.01%
Capital Conservation Buffer 8.58% 7.78% 8.53% 8.01%
Total Capital Adequacy Ratio 15.38% 14.49% 15.24% 14.69%

Presented below is the full reconciliation of all regulatory capital elements back to the balance sheet in the audited financial statements
as of December 31, 2022 attributable to the Bank (amounts in Php ‘O00s):

Accounts

Balance in FRP

Accounting differences and

other adjustments

Balance in audited financial

statements

Capital stock 61,030,594 0 61,030,594
Additional paid-in capital 32,106,560 0 32,106,560
Surplus reserves 4,373,141 556,101 4,929,242
Surplus 67697114 6,222,795 73,919,909
il\rl]\e/’;:tr;;eeerﬂzed loss on Available-for-Sale (5.648,377) (310.898) (5.959.275)
Remeasurement losses on retirement plan (2,244,634) 21,689 (2,222,945)
Accumulated translation adjustment 1,051,631 1,262,816 2,314,447
Other equity reserves 390,517 O 390,517
i@irrearlwr;s%?;iecgigsste reserves on life 0 136,096 136,096
TOTAL 158,756,546 7,888,599 166,645,145
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Credit Risk-Weighted Assets as of December 31, 2022

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

corresponding risk weights::

In P Millions

Cash & Cash ltems

Exposure,
Net of
Specific
Provision

2266

Exposures
covered
by Credit
Risk
Mitigants*

Net
Exposure

2266

22135

31

50%

100%

150%

Due from BSP

94,714

94,714

94,714

Due from Other Banks

28,091

28,091

14,852

1,652

Financial Asset at FVPL

Available for Sale

1,614

1,614

1,614

Held to Maturity (HTM)

111,833

5,717

106,116

64,060

7,861

9,052

Unguoted Debt Securities

Loans & Receivables

598,304

5168

593,136

207

74,633

469,022

Loans and Receivables Arising

Securities Lending and
Borrowing Transactions

from Repurchase Agreements,

64,579

38,250

26,329

26,096

Sales Contracts Receivable

4,682

4,682

4,477

205

Real & Other Properties
Acquired

10,284

10,284

10,284

Other Assets

27056

27,056

1,431

25,625

Total On-Balance Sheet Asset

963,324

914,190

208,643

97,377

69,718 -

511,442

27,009

Total Risk Weighted Asset -
On-Balance Sheet

19,475

34,859 -

511,442

40,514

Total Risk Weighted Asset -
Off-Balance Sheet Asset

1,350 -

33,599

Counterparty Risk Weighted
Asset in Banking Book

434

Counterparty Risk Weighted
Asset in Trading Book

1,491

470

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

Market Risk-Weighted Assets as of December 31, 2022

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 2022)

(Amounts in Php millions) Dec 31 Sept 30 June 30 Mar 31
Interest Rate Exposures 31,508 40,147 40,713 43,644
Equity Exposures 6 10 10 10
Foreign Exchange Exposures 1,340 177 2,603 489
Options 0 0 ) 0

Total MRWA 32,854 41,334 43,326 44,143
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MESSAGE FROM THE CORPORATE GOVERNANCE

AND SUSTAINABILITY COMMITTEE CHAIRMAN

GRI 2-11, 2-22

FEDERICO C. PASCUAL
Chairman/Independent Director

While the past few years have been challenging for many, it
has taught us valuable lessons which we put to good use in
2022. One of the lessons we learned from the pandemic is that
our collective grit and resilience have kept us focused on our
commitment in shaping recovery and helping our customers
rebuild their financial health and security.

We have not wavered in this commitment, even in the face of
increasingly intense and uncertain business environment, made
more complex by technology disruptions, fierce competition,
and evolving risk and regulation, to name a few.

In 2022, we scored significant milestones in various areas of our
business, continued to make solid progress on our sustainability
agenda, and remained committed in deepening the core
competencies of our employees and building a more competent,
well-prepared workforce.

Across these accomplishments, we are devoted to the highest
principles of good corporate governance. Our governance
framework is anchored on prudence, responsible business
practices and accountability, which cuts across all levels of the
organization.

We are deeply honored and humbled that our efforts are
continuously being recognized by regulators, industry
observers, and external organizations. PNB was cited as one
of the recipients of the ASEAN Asset Class Award during the
2021 ACGS Regional Virtual Awards held on December 1, 2022.
Moreover, the Bank also received 4 golden arrow recognition
from the Institute of Corporate Directors (ICD) during the ACGS
Golden Arrow Awards Night held on January 20, 2023. Jointly
developed by the Asian Development Bank and the ASEAN
Capital Markets Forum, the ASEAN Corporate Governance
Scorecard (ACGS) is a set of questions developed in accordance
with corporate governance principles of the Organization for
Economic Cooperation and Development (OECD) as well as
best corporate governance practices of major publicly listed
companies in the ASEAN.

PNB was also awarded for the second year in a row by a joint
program of the European Union and the UN Women as Runner-
up for Transparency and Reporting in the UN Women 2022
Philippines Women’s Empowerment Principles (WEPs) Awards
on October 20, 2022. The Bank was cited for its commitment
to transparency and reporting that reflects gender data and
indicators, with the intention to measure, analyze, and report on
performance and impact of gender on its adaptive policies and
programs, tracking performance in progress towards gender
equality, and women’s economic empowerment.

In addition, PNB was honored by Asia Corporate Excellence and
Sustainability Awards (ACES) as one of “Asia’s Most Influential
Companies” on November 18, 2022. The award is given to
companies that show genuine interest in the well-being of its
stakeholders through corporate social responsibility initiatives
that are integrated into policies and operations, with a high level
of employee and top management involvement on community
engagement, environment, and social empowerment programs.

The mission of our governance framework is threefold. The first
is to define the powers, duties, and responsibilities of the Board
of Directors, top management, and employees in upholding the
Bank’s culture and values.

Second, 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.

Third, and most importantly, to raise corporate governance to a
level at par with global standards and, ultimately, advance the
long-term interests of our stakeholders.

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 2022:

. Reviewed key governance policies such as the Manual
on Corporate Governance to address regulatory
expectations and be consistent with existing laws, rules
and regulations, and global best practices on corporate
governance.

. Formulated the policy on interlocking positions
for directors and officers to establish an effective
governance process in place to ensure that the benefits
of having directors with interlocking positions in other
entities are optimized, in compliance with BSP Circular
No. 1129, Series of 2021.

. Reviewed 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.

. Engaged the Tan Yan Kee Foundation, Inc. (TYKFI) and
their pool of experts for the establishment of the Bank’s
Environmental and Social Risk Management System
(ESRMS) in compliance with BSP Circulars No. 1085
Series of 2020, No. 1128 Series of 2021, and No. 1149
Series of 2022.

* 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.

On a final note, we thank our Management Committee and staff
whose sustained passion and commitment have allowed PNB to
achieve greater levels of growth, our fellow Board members for
their guidance, and our shareholders and other stakeholders for
their confidence in PNB.

Looking ahead, we enjoin everyone to stay the course and
remain steadfast as PNB enters the new year with readiness and
enthusiasm.

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



CORPORATE GOVERNANCE

PNB continuously 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 defined, documented and clearly
communicated in its 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 Acting President is Florido P. Casuela. He assumed the
position on July 5, 2022. As Acting President, 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 Acting
President can be found on the Profiles of the Board of Directors.

Magkaisa sa Pagsulong Ng Bayan

Our Governance Structure
GRI 2-9, 2-1

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 Edgar A. Cua

Domingo H. Yap
Isabelita M. Papa

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
Leonilo G. Coronel |Domingo H. Yap

BOARD OVERSIGHT RPT COMMITTEE

Chairperson Members

Domingo H. Yap Wilfrido E. Sanchez

Independent Director Federico C. Pascual
Edgar A. Cua

XECUTIVE COMMITTEE

|

Chairperson Members

Leonilo G. Coronel Florido P. Casuela |Vivienne K. Tan
Non-Executive Director | Sheijla T. Pascual Federico C. Pascual
Lucio C. Tan lll Wilfrido E. Sanchez
Michael G. Tan Felix Enrico R. Alfiler
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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

TRUST COMMITTEE

Chairperson Members

Sheila T. Pascual |Leonilo G. Coronel Wilfrido E. Sanchez
Non-Executive Vivienne K. Tan Florido P. Casuela
birector Federico C. Pascual  |Felix Enrico R. Alfiler

BOARD IT GOVERNANCE COMMITTEE

Chairperson Members

Vivienne K. Tan | Lucio C. Tan llI
Non-Executive Edgar A. Cua
Director Isabelita M. Papa

BOARD STRATEGY AND POLICY COMMITTEE

Florido P. Casuela
Felix Enrico R. Alfiler

Chairperson Members

Felix Enrico R. Federico C. Pascual Wilfrido E. Sanchez
Alfiler Florido P. Casuela Lucio C. Tan Il
Non-Executive Leonilo G. Coronel Michael G. Tan
Director Edgar A. Cua Vivienne K. Tan

Isabelita M. Papa
Sheila T. Pascual

MANAGEMENT COMMITTEE

Domingo H. Yap

Chairperson Members
FloridQ P. Casuela Cenon C. Audencial, Jr. | Celeste Marie V. Lim
Executive Director |Roberto D. Baltazar Michael M. Morallos
;‘D”d.ACt’”g Isagani A. Cortes Jennifer Y. Ng
resident ) ) . .
Aida M. Padilla Philip S. Pabelico

Manuel C. Bahena, Jr. | Joy Jasmin R. Santos
Ma. Adelia A. Joson Damasen Paul C. Cid
Jose German M. Licup |Juliet S. Dytoc

Maria Paz D. Lim Analisa I. San Pedro
Noel C. Malabag Socorro D. Corpus
Roland V. Oscuro Yolanda M. Albano
Nanette O. Vergara Manuel Antonio G.
Reynaldo C. Burgos Lisbona

Claro P. Fernandez Gerry B. Valenciano
Aidell Amor R. Gregorio | Alexander Grenz




CORPORATE GOVERNANCE

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 four Board Advisors: Florencia G. Tarriela, Christopher J.
Nelson, William T. Lim, and Chester V. 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-level committees in the conduct of their meetings;
but more importantly in recording the proceedings of these
meetings. She plays a significant role in supporting the Board
in discharging its duties and responsibilities. Her functions
include the safekeeping 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.
She is also responsible for providing regulators with required
periodic reports as well as necessary and relevant information
on material transactions.

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 the Global Compliance Group and is the
designated Corporate Governance Executive, tasked to assist
the Board of Directors in performing its corporate governance
oversight functions.

Chief Risk Officer

The Chief Risk Officer (CRO), who directly reports to the Risk
Oversight Committee (ROC), is primarily responsible to design
and oversee the Bank’s risk management program. This includes,
but is not limited to, the risk policies/analysis/methodologies,
risk management infrastructure and governance to fully support
the Bank’s strategic objectives and risk-taking activities. The
head of the Risk Management Group is Juliet S. Dytoc who
assumed the position in 2023.

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 Chief Audit Executive of PNB is Analisa I. San Pedro,
who has held the position since 2022.

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 Acting
President, supported by the Chief of Staff.

Legal Vehicles, Business, and Support Groups

As a large, 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
GRI 3-3, 405-1

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.

Magkaisa sa Pagsulong Ng Bayan

The Acting President has executive responsibility of day-to-day
operations 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 PNB Annual Stockholders’ Meeting (ASM) held on April
26, 2022, the stockholders approved the re-election of then-
incumbent 15 members of the Board of Directors (BOD).

Following the April 2022 ASM, the BOD conducted a series
of organizational reviews of the chairmanship, membership
and overall composition of the Board-level Committees. The
composition of the eight Board-level committees has remained
compliant with the applicable regulations issued by the
Bangko Sentral ng Pilipinas (BSP) and Securities and Exchange
Commission (SEC), and the standards set by the ASEAN
Corporate Governance Scorecard. The latest composition can
be found under the Board Committees section of this report.

On July 5, 2022, Mr. Jose Arnulfo A. Veloso stepped down as
President & Chief Executive Officer of PNB and, consequently, as
a member of the PNB Board, in view of his appointment by the
President of the Republic of the Philippines to the Government
Service Insurance System as its President and General Manager.
Mr. Veloso was a member of the Executive Committee, the Board
Strategy and Policy Committee, the Trust Committee, and the
Board IT Governance Committee.

In view of Mr. Veloso’s resignation, Mr. Florido P. Casuela was

appointed by the Board as Acting President effective July 5,
2022.
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On December 29, 2022, Mr. Felix Enrico R. Alfiler was elected
as the 15" member of the Board as a non-executive director.
Prior to his election, Mr. Alfiler served as a Board Advisor of
PNB from April 27, 2021 to December 28, 2022; further, he was
an Independent Director of PNB from January 1, 2012 to April
26, 2021.

Skills, Competency, and Diversity

GRI 3-3, 405-1

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 also ensures 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:

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

e 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.

By December 31, 2022, the Bank met the above-mentioned
diversity targets. We maintain to 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, tax and legal expertise, manufacturing, real estate,
and tobacco.

Nomination and Election of Directors

GRI 2-10

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 among 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, clarity 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.
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In 2022, the Board held a total of eighteen meetings: twelve
regular meetings, five special meetings, and one organizational
meeting. Each Board member complied with the SEC’s minimum
attendance requirement of 50%.

Name No.;iglnede;éngs % Present

Federico C. Pascual 18 100.00
Leonilo G. Coronel 18 100.00
Florido P. Casuela 18 100.00
Edgar A. Cua 18 100.00
Estelito P. Mendoza 14 7778
Isabelita M. Papa 18 100.00
Wilfrido E. Sanchez 18 100.00
Carmen K. Tan 17 94.44
Lucio C. Tan 17 94.44
Lucio C. Tan llI 16 88.89
Michael G. Tan 18 100.00
Sheila T. Pascual 16 88.89
Vivienne K. Tan 18 100.00
Domingo H. Yap 18 100.00
Felix Enrico R. Alfiler -® -

Jose Arnulfo A. Veloso® 10 100.00

@ Appointed as member of the Board effective December 29, 2022
® Stepped down from the board effective July 5, 2022

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, with the independent directors,
was held on March 3, 2022 with the external auditors (SGV)
when the latter presented the result of the 2021 audited financial
statement review.

Remuneration

GRI 2-19

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 2022 ASM.
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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.

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 years. After
which, the independent director shall be perpetually barred from
serving as independent director in the Bank but may continue
to serve as a regular director. The 9-year maximum cumulative
term for independent directors shall be reckoned from 2012. As
of December 31, 2022, the Bank has no independent director who
has served for more than nine years.

Board Performance Evaluation

GRI 2-18

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
and is also a platform to address and discuss specific areas/
components that the Board/director needs to improve on.
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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, sustainability 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 and to the Board of Directors.

The Corporate Governance and Sustainability Committee shall then ensure that the results of the Board performance evaluation are
shared, discussed, and that concrete action 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, the Bank engages every three years
an external entity to assess the structure, processes, dynamics, roles, and overall performance of the Board and further align our
governance framework with best practices.

Orientation and Continuing Education

GRI 2-17

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, 2022, all directors complied with the 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, the Association of Bank Compliance Officers (ABCOMP), and

Shareholdings

A director is required to advise the Corporate Secretary of his or her shareholdings in the Bank within three business days after his
or her appointment or any acquisition, disposal, or change in his or her shareholdings. In this regard, all directors shall disclose and
report to the Bank any dealings in the Bank’s shares within three 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 Shareholdings as of /ngtfalsgaJtesst:nec:?n;o Shareholdings as of /?I':tfalsgaurfsst:nﬂidn;o
December 31, 2022 December 31, 2021

Shares of Bank Shares of Bank
Federico C. Pascual 39 0.0000025561 39 0.0000025561
Leonilo G. Coronel 1 0.0000000655 1 0.0000000655
Florido P. Casuela 162 0.0000106176 162 0.0000106176
Edgar A. Cua 100 0.0000065541 100 0.0000065541
Estelito P. Mendoza 1150 0.0000753720 1150 0.0000753720
Isabelita M. Papa 1 0.0000000655 1 0.0000000655
Wilfrido E. Sanchez 1 0.0000000655 1 0.0000000655
Carmen K. Tan 5,000 0.0003277045 5,000 0.0003277045
Lucio C. Tan 14,843,119 0.9728313639 14,843,119 0.9728313639
Lucio C. Tan Il 300 0.0000196623 300 0.0000196623
Michael G. Tan 62,250 0.0040799210 62,250 0.0040799210
Sheila T. Pascual 10 0.0000072095 10 0.0000072095
Vivienne K. Tan 10 0.0000006554 10 0.0000006554
Felix Enrico R. Alfiler * 5 0.00000032771 - -
Domingo H. Yap 1 0.0000000655 1 0.0000000655

* Appointed as member of the Board of Directors effective December 29, 2022.

Center for Global Best Practices (CGBP). Certificates of attendance have been submitted to SEC and disclosed to PSE.

Name Program pate Trainingolf\tst/itution

Federico C. Pascual Corporate Governance Seminar September 14, 2022 SGV & Co.
Leonilo G. Coronel Corporate Governance Seminar September 14, 2022 SGV & Co.
Florido P. Casuela Corporate Governance Seminar September 14, 2022 SGV & Co.
Edgar A. Cua Corporate Governance Seminar September 14, 2022 SGV & Co.
Estelito P. Mendoza Corporate Governance Seminar November 11, 2022 CGBP

Isabelita M. Papa Corporate Governance Seminar September 14, 2022 SGV & Co.
Wilfrido E. Sanchez Corporate Governance Seminar September 14, 2022 SGV & Co.
Carmen K. Tan Corporate Governance Seminar September 14, 2022 SGV & Co.
Lucio C. Tan Corporate Governance Seminar September 14, 2022 SGV & Co.
Lucio C. Tan Ill Corporate Governance Seminar October 21, 2022 CGBP

Michael G. Tan Corporate Governance Seminar September 14, 2022 SGV & Co.
Sheila T. Pascual Corporate Governance Seminar September 14, 2022 SGV & Co.
Vivienne K. Tan Corporate Governance Seminar September 14, 2022 SGV & Co.
Felix Enrico R. Alfiler * Corporate Governance Seminar September 14, 2022* SGV &Co.
Domingo H. Yap Corporate Governance Seminar September 14, 2022 SGV & Co.
Ruth Pamela E. Tanghal Corporate Governance Seminar September 14, 2022 SGV & Co.

* Appointed as Member of the Board of Directors effective December 29, 2022. Attended as board advisor.

Magkaisa sa Pagsulong Ng Bayan

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, 2022, 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.
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soard Board IT soard soard Corporate Risk
Name Audit and Oversight Strategy P Executive . Trust
. Governance ; Governance Oversight
Compliance RPT and Policy
) M M
Federico C. Pascual M VC C (Non-voting) (Non-voting)
Leonilo G. Coronel M C M M
: M
Florido P. Casuela M M VC M Ex-Officio
Edgar A. Cua VC M M M C
Estelito P. Mendoza
Isabelita M. Papa C M M M VC
Wilfrido E. Sanchez VC M VC M M M

(Non-voting) (Non-voting) (Non-voting)

Carmen K. Tan

Lucio C. Tan

Lucio C. Tan Il VC
Michael G. Tan M

Sheila T. Pascual

Vivienne K. Tan C
Felix Enrico R. Alfiler ® M

<0

M

X XXIXIX

M

Domingo H. Yap c (Non-voting)

X X |0OXX XX

Jose Arnulfo A. Veloso ® M

Legend:

C - Chairman

VC - Vice Chairman

M - Member

@ Appointed as member of the Board effective December 29, 2022
® Stepped down from the Board effective July 5, 2022.

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.
e The membership, composition, and independence of the BACC meets the requirements under existing laws, BSP and SEC
regulations, and the ASEAN Corporate Governance Scorecard.

Meetings and Attendance:

. In 2022, BACC held a total of 20 meetings: 11 regular meetings, 7 special meetings and 2 joint 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. For matters
requiring the Committee’s approval and/or endorsement for Board approval, the Chairperson shall call the matter to a vote
during the said meeting. In the event the votes are tied, the Chairperson shall cast his or her vote to break the tie.

Magkaisa sa Pagsulong Ng Bayan

Name Role No. of meetings attended % Present
Isabelita M. Papa Chairman, Independent Director 20 100.00
Edgar A. Cua Vice Chairman, Independent Director 20 100.00
Michael G. Tan Member, Non-executive Director 20 100.00

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
affiliate.
. 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 2022, BITGC held a total of 12 meetings.
e 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. For acts or management recommendations
that need urgent approval or endorsement, the Chairperson shall call the matter to a vote during the said meeting. In the
event the votes are tied, the Chairperson shall cast his or her vote to break the tie.

Name Role No. of meetings attended % Present

Vivienne K. Tan Chairman, Non-executive Director 1 91.67
Lucio C. Tan llI Vice Chairman, Non-executive Director 10 83.33
Edgar A. Cua Member, Independent Director 12 100.00
Isabelita M. Papa Member, Independent Director 12 100.00
Florido P. Casuela Member, Executive Director 12 100.00
Felix Enrico R. Alfiler Member, Non-executive Director - @ -
Jose Arnulfo A. Veloso Member, Executive Director 5® 83.33

@ Appointed as member of the committee effective December 29, 2022.
® Stepped down as member of the committee effective July 5, 2022.

Board Oversight RPT Committee (BORC)
GRI 2-15
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.
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Meetings and Attendance:

.

In 2022, BORC held a total of 14 meetings: 12 regular and 2 special 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. For acts or management recommendations
that need urgent approval or endorsement, the Chairperson shall call the matter to a vote during the said meeting. In the
event the votes are tied, the Chairperson shall cast his or her vote to break the tie.

Corporate Governance and Sustainability Committee

GRI 2-12

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:

Chaired by the Chairperson of the Board who is an independent director.

Name Role No. of meetings attended % Present
Domingo H. Yap Chairman, Independent Director 14 100.00
Wilfrido E. Sanchez Vice Chairman, Independent Director 8@ 100.00
Federico C. Pascual Member, Independent Director 14 100.00
Edgar A. Cua Member, Independent Director 14 100.00
Isagani A. Cortes Non-voting Member 12 86.00
Analisa |. San Pedro Non-voting Member 14 100.00

@8 out of 8; Appointed to the committee as a member on April 26, 2022. Appointed as Vice Chairman on December 29, 2022.

Board Strategy and Policy Committee (BSPC)

Mandate:

Composed entirely of independent directors.

Meetings and Attendance:

In 2022, the committee held a total of 14 meetings: 12 regular meetings and 2 special 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. For acts or management recommendations that need urgent approval
or endorsement, the Chairperson shall call the matter to a vote during the said meeting. In the event the votes are tied, the
Chairperson shall cast his or her vote to break the tie.

. 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 12 members: five independent directors, 6 non-executive directors and one executive director.

Meetings and Attendance:

In 2022, BSPC held a total of 39 meetings: 22 regular meetings, 6 special meetings and 11 joint 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. For acts or management recommendations that need urgent approval or

Name Role No. of meetings attended % Present
Federico C. Pascual Chairman, Independent Director 14 100.00
Wilfrido E. Sanchez Vice Chairman, Independent Director 14 100.00
Edgar A. Cua Member, Independent Director 9® 100.00
Domingo H. Yap Member, Independent Director 13 92.86
Isabelita M. Papa Member, Independent Director 14 100.00

@9 out of 9. Elected as a member of the committee effective April 26, 2022

Executive Committee

Mandate:

endorsement, the Chairperson shall call the matter to a vote during the said meeting. In the event the votes are tied, the
Chairperson shall cast his or her vote to break the tie.

Name Role No. of meetings attended % Present

Felix Enrico R. Alfiler Chairman, Non-executive Director - @ =

Federico C. Pascual Vice Chairman, Independent Director 39 100.00
Florido P. Casuela Member, Executive Director 39 100.00
Leonilo G. Coronel Member, Non-executive Director 39 100.00
Edgar A. Cua Member, Independent Director 39 100.00
Isabelita M. Papa Member, Independent Director 39 100.00
Sheila T. Pascual Member, Non-executive Director 36 92.31
Wilfrido E. Sanchez Member, Independent Director 39 100.00
Lucio C. Tan lll Member, Non-executive Director 29 74.36
Michael G. Tan Member, Non-executive Director 39 100.00
Vivienne K. Tan Member, Non-executive Director 39 100.00
Domingo H. Yap Member, Independent Director 32® 100.00
Jose Arnulfo A. Veloso Member, Executive Director 6®© 100.00

@ Appointed as member of the committee effective December 29, 2022.
® 32 out of 32. Appointed as a member of the committee on April 26, 2022
© Stepped down as member of the committee effective July 5, 2022.

Magkaisa sa Pagsulong Ng Bayan

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:

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 memlbers 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 2022, the Executive Committee held a total of 49 meetings.

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. For acts or management recommendations that
need urgent approval or endorsement, the Chairperson shall call the matter to a vote during the said meeting. In the event
the votes are tied, the Chairperson shall cast his or her vote to break the tie.
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Name Role No. of meetings attended % Present
Leonilo G. Coronel Chairman, Non-executive Director 49 100.00
Florido P. Casuela Vice Chairman, Executive Director 49 100.00
Sheila T. Pascual Member, Non-executive Director 45 91.84
Lucio C. Tan llI Member, Non-executive Director 40 81.63
Michael G. Tan Member, Non-executive Director 48 97.96
Vivienne K. Tan Member, Non-executive Director 49 100.00
Federico C. Pascual Non-voting Member, Independent Director 48 97.96
Wilfrido E. Sanchez Non-voting Member, Independent Director 49 100.00
Felix Enrico R. Alfiler Member, Non-Executive Director - -
Jose Arnulfo A. Veloso Member, Executive Director 22® 88

@ Appointed as member of the committee effective December 29, 2022.
® Stepped down as member of the committee effective July 5, 2022.

Risk Oversight Committee (ROC)

Mandate:

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 2022, the Trust Committee held a total of 12 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. For acts or management
recommendations that need urgent approval or endorsement, the Chairperson shall call the matter to a vote during the said

*  Assists the Board of Directors in overseeing the risk profile and approving the risk management framework of the Bank, its
subsidiaries, and affiliate.

Structure and membership:
. Consists of seven members: four independent directors, two non-executive directors and one executive director
. Chaired by an independent director.
. Chairman of ROC is not the Chairperson of the Board or of any other Board committee.

Meetings and Attendance:

. In 2022, ROC held a total of 33 meetings: 24 regular meetings and 9 joint 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. For acts or management recommendations that need urgent approval or endorsement, the
Chairperson shall call the matter to a vote during the said meeting. In the event the votes are tied, the Chairperson shall cast
his or her vote to break the tie.

meeting. In the event the votes are tied, the Chairperson shall cast his or her vote to break the tie.

Name Role No. of meetings attended % Present
Sheila T. Pascual Chairman, Non-executive Director ne 91.67
Leonilo G. Coronel Member, Non-executive Director il 91.67
Vivienne K. Tan Member, Non-executive Director 9 75.00
Federico C. Pascual Non-voting Member, Independent Director N 91.67
Wilfrido E. Sanchez Non-voting Member, Independent Director n 91.67
Florido P. Casuela Ex-officio, Executive Director 12 100.00
Felix Enrico R. Alfiler Member, Non-Executive Director * -© -
Joy Jasmin R. Santos Ex-officio, Chief Trust Officer 12 100.00
Jose Arnulfo A. Veloso Member, Executive Director 6@ 100

@ 5 out of 6 from her election as Chairman effective July 5, 2022
® 6 out of 6 as Chairman; Appointed as ex-officio member effective July 5, 2022
© Appointed as member of the committee effective December 29, 2022.

Name Role No. of meetings attended % Present
Edgar A. Cua Chairman, Independent Director 33 100.00
Isabelita M. Papa Vice Chairman, Independent Director 33 100.00
Florido P. Casuela Member, Executive Director 33 100.00
Leonilo G. Coronel Member, Non-Executive Director 33 100.00
Wilfrido E. Sanchez Member, Independent Director 24® 100.00
Vivienne K. Tan Member, Non-Executive Director 32 96.97
Domingo H. Yap Member, Independent Director 23® 95.83

@ 24 out of 24: Appointed as member of the committee until April 25, 2022. Re-elected as a member on August 26, 2022
® Appointed as member of the committee effective April 26, 2022.

Magkaisa sa Pagsulong Ng Bayan

@ Stepped down as member of the committee effective July 5, 2022.

MANAGEMENT COMMITTEE

As the highest-ranking officer in the organization, the Acting President 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 Acting President in the implementation of the overall strategy and oversees
the management and affairs of the Bank. The 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.
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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.

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. In concurrent capacity, he is 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.

The complete background and qualifications of the members of
the MANCOM can be found on the Profiles of the Management
Committee.

A strong and independent oversight is established at all levels
within the Bank. Below provides a list of the Management
Committees:
. Acquired Asset Disposal Committee (AADC)
. Annual Institutional Top Performance Awards
Committee
. Asset and Liability Committee (ALCo)
. Asset Disposal Committee (Head Office)
. Capital Management Sub-Committee
. Committee on Accreditation of Overseas Remittance
Agent-Selection of Expatriate Personnel and Branch
Site (Overseas)
. Committee on Decorum and Investigation (CoDl)
*  Domestic Branch Site Selection Committee (DBSSC)
. Ethical Standards Committee (ESC)
. Financial Crime Risk Review Committee (FCRRC)
. Institutional Banking Sector Credit Committee (IBSCC)
. Institutional Transaction Banking Group Steering
Committee
. |T Evaluation Committee (ITEC)
. IT Project Prioritization Committee

. Management Committee (ManCom)

. Management Risk Committee (MRC)

. Metro Manila Commercial Credit Committee

. Occupational Safety, Health, and Family Welfare
Committee

. Operations Committee (OpCom)

*  PNB Retirement Fund Board

. PNB Service Excellence Awards Selection Committee

. PNB Succession Management Program - Talent Board

. Procurement Committee

. Promotion Committee A

. Promotion Committee B

. Promotion Committee C

. Provincial Commercial Credit Committee (PCCC) for
Luzon Accounts

e Provincial Commercial Credit Committee (PCCC) for
Visayas and Mindanao Accounts

. Retail Banking Sector Credit Committee (RBSCC)

. Senior Management Credit Committee (SMCC)

. Technology Committee (TechCom)

COMPLIANCE

GRI 2-27, 3-3

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
business and affairs, exercising prudence in arriving at decisions,
enforcing internal discipline and a system of checks and
balances in operating processes, and upholding transparency
and accountability to various stakeholders, including customers,
investors, stockholders, and 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 because
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 which shall
be the responsibility and shared accountability of all employees,
management and the Board of Directors.

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 five
divisions: Financial Crime Risk, Regulatory Compliance Risk,
Compliance Assurance, Compliance Operations, and Corporate
Governance.

Magkaisa sa Pagsulong Ng Bayan

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 further
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

Due to the high risk of money laundering, terrorist financing/
weapons of mass destruction, proliferation financing, bribery,
and corruption locally and overseas, the mitigation of financial
crime risks is crucial in preserving the integrity of the financial
system.

A robust financial crime compliance effort provides added
protection to the Bank from the risks associated to existing
and potential customers. Appropriate governance of all matters
pertaining to financial crimes are properly implemented as
these concerns are timely presented to the Board Audit and
Compliance Committee for its approval or notation. This is to
ensure that the institution shall not be used as a conduit for
money laundering and terrorist financing by having adequate
controls, systems, policies and mechanisms in place.

The Financial Crime Risk Division (FCRD) encompasses five
key areas: anti-money laundering, counter terrorist financing,
sanctions, anti-bribery and corruption, and tax transparency;
and this was expanded to cover not only money laundering, but
also other forms of financial crime. To mitigate the different risks,
the division ensures an end-to-end robust control framework
is in place and is embedded enterprise-wide. The division also
provides trainings to upskill and retool employees and to keep
them abreast in the changes in policies and procedures set forth
by legislation, regulations, banking guidance, and global best
practices.

Regulatory Compliance Risk

The Regulatory Compliance Risk Division (RCRD) 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.
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Compliance Assurance

Compliance Assurance Division (CAD)’s primary responsibility is
to review and assess a business unit’'s compliance with applicable
rules and regulations, prescribed practices, internal policies
and procedures, or ethical standards in relation to regulatory
and money laundering/terrorist financing risks. CAD'’s testing
reviews mitigate risks that may erode the franchise value of PNB
by providing recommendations on areas of non-compliance
and inadequate controls after the proper identification of
root causes of these findings. Compliance Assurance’s testing
coverage is determined by the results of the Risk and Control
Self-Assessment (RCSA) performed by the business units and
subjected to review and challenge by RCRD and FCRD and
Risk Management Group. Special reviews may be conducted as
instructed by the Chief Compliance Officer, Senior Management,
the Board Audit & Compliance Committee and/or the Board of
Directors.

Compliance Operations

The Compliance Operations Division is responsible for the
management and oversight of the GCG’s administration, issues
management, risk assessments, data governance, management
information, data analysis, and regulatory reporting.

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 role instituted by the Bangko Sentral ng Pilipinas
(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 of the effectiveness of the Fraud Risk Management
Framework of the organization. |AG achieves this through the
competent application of systematic and disciplined processes,
expertise, and insight.
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IAG maintains its independence from the responsibilities of
management and it reports functionally 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. Internal audit’s independence from
the responsibilities of management is critical to its objectivity,
authority, and credibility. It is established through: accountability
to the governing body; unfettered access to people, resources,
and data needed to complete its work; and freedom from bias or
interference in the planning and delivery of audit services.

On the other hand, external assurance providers (external
auditors) provide additional assurance to: a) satisfy regulatory
expectations that serve to protect the interests of the
stakeholders and b) satisfy requests by management and the
governing body to complement internal sources of assurance.
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.

Internal Audit Group aligns and collaborates its audit activities
and maintains open communication line with the external
auditors.

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
to 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 to the Bank’s Articles of
Incorporation and By-Laws, (ii) authorization on issuance of
additional shares, and (iii) transfer or other mode of disposition
of all or substantially all assets of the Bank.

The rights and responsibilities of shareholders are discussed in
detail in the PNB Corporate Governance Manual and PNB 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 CEQ, 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 26, 2022.

Magkaisa sa Pagsulong Ng Bayan

Before the ASM

On January 28,2022, the Board of Directors approved the holding
of the ASM on April 26, 2022 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 29, 2022 to March 30, 2022 in The Philippine Star and in
the BusinessWorld, and from April 7, 2022 to April 13, 2022 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.

All members of the Board, the Chairperson of the Board, the
President and Chief Executive Officer (CEO), 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 2022 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
year; (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 included in 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.
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At the meeting, shareholders were encouraged to express their
opinions and raise any questions, either on the agenda or any
other gquestions 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 26, 2022. The Minutes of the
ASM were uploaded to the Bank’s website on April 28, 2022.
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.



CORPORATE GOVERNANCE

Press Releases and Media Briefings

PNB makes use of the print, broadcast and online media as
main communication channels because of their extensive
reach and accessibility. The bank distributes press releases or
announcements through these channels to inform the various
stakeholders of the Bank about relevant news and updates. In
2022, the bank released 15 press releases. As necessary, the
bank holds press briefings and interviews with journalists. Also,
the bank regularly shares economic views and insights from the
Bank Economist to banking and finance beat reporters, as part
of our contribution to their economic reports.

Investor Relations

Investor relations enable the Bank to keep the communication
and information open with investors and help 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/
issues 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.

The contact information of the Investor Relations Officer is
available at the PNB website.

In 2022, PNB 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. In
addition, PNB replied to various queries from investors/analysts.

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’ 2021 Full-Year
Financial Results

Virtual Analysts’ Briefing on the
LTG Companies’ 2022 Three-Month
Financial Results

Virtual Analysts’ Briefing on the
LTG Companies’ 2022 Six-Month
Financial Results

Virtual Analysts’ Briefing on the
LTG Companies’ 2022 Nine-Month
Financial Results

March 18, 2022

May 13, 2022

August 12, 2022

November 11, 2022

GOVERNANCE POLICIES AND PRACTICES

Corporate Governance Manual

The Corporate Governance Manual institutionalizes the
principles of good corporate governance in PNB. The Corporate
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.

Magkaisa sa Pagsulong Ng Bayan

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,
by-laws, 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
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
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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.

Whistleblowing Mechanism
GRI 2-26
FN-CB-510a.2

It is the responsibility 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
GRI 3-3, 205-1

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.
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« 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
GRI 3-3

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 Bank’s
Consumer Protection Risk Management System (CPRMS) and
the 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 and 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.

Consumer assistance mechanisms 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
have been incorporated to ensure customer satisfaction and
retention is achieved. A monthly summary is reported to the
Management Committee and to the Risk Oversight Committee
for transparency and evaluation.

In 2022, synergy between key point persons from concerned
offices with the usual top complaints was established. Monthly
report on Customer Engagement and Consolidated Complaints
Report was also enhanced to include key results indicators
with Red-Amber-Green (RAG) Rating to establish a measure of
success of concerned offices handling customer concerns based
on standard parameters.

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 through appropriate channels when they escalate
feedback and concerns.

The Bank providesits 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 commmunications.

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.

Magkaisa sa Pagsulong Ng Bayan

Outsourcing and Vendor Management
GRI 2-6, 3-3

The partnership of the Accreditation and Vendor Management
Department of the Corporate Services Division (CSD) and
Vendor Risk Monitoring Department (VRMD) of the Risk
Management Group was strengthened this year. Working hard in
coordination with the stakeholders and the business units, PNB
was able to maintain an efficient working relationship and safe
working environment with its suppliers, vendors, and third-party
service providers.

The vendor-onboarding process is on track to comply with the
BSP requirements and to ensure that the Bank has chosen the
best providers. PNB also continues to develop its processes
by streamlining the requirements, allowing no controls to be
compromised. All concerns have been taken into consideration
and were adopted to the process improvement. CSD and VRMD
continuously provide guidance to maintain the effectiveness of
monitoring and oversight activities.

The outsourcing and vendor management were also partially
automated by launching third-party risk management modules
in the Governance, Risk and Compliance (GRC) system. Full
implementation of the module is expected to take place in 2023.

Selection Process for Senior Management
GRI 3-3

The bank recognizes that employees are its most valuable
resource. PNB remains consistent in its effort to ensure a steady
pool of qualified and competent talents who will sustain the
leadership and improve the performance of the bank, resulting
in excellent customer service and increase in shareholder value.
Before a senior officer (with rank of Vice President and up)
is appointed, suitable candidates are identified from various
sources. Interviews will 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
qualifications and capabilities of the candidates, including other
factors to be considered in the selection. Once candidate is
selected, submission of all requirements will be completed as
well as faithful adherence to all the conditions of regulatory
bodies. 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.
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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
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 & 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.
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(9) 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
GRI 3-3, 404-2

While the pandemic has permanently changed the workplace,
the Bank’s Learning and Development (L&D) team has
consistently strived and thrived throughout the year 2022.

The PNB Institute for Banking Excellence (IBE) conducted
various trainings in the form of Face-to-Face (F2F) sessions
and Virtual instructor-led Trainings (VILTs) using the MS Teams
platform. These were for technical and soft skills development as
the Bank was continuing the shift to cater to a hybrid workplace.
For highly specialized topics, out-of-house training programs
were also made available.

The Learning and Development programs were further
supplemented by courses offered in the e-learning platform,
LinkedIn Learning, which provides on-demand online learning
content available 24/7/365. Regulatory training topics such as
the Anti-Money Laundering (AML) Home Study Program and
Information Security Awareness Training (ISAT) were integrated
in the platform as well.

Mental wellness and related essential skills such as inclusion and
gender sensitivity are still a priority. Hence, programs to equip
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.

The mentoring program was also re-launched, guided by the
framework for modern mentoring in the context of an Asian
culture and following internationally accepted principles and
practices. 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
GRI 2-19

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
GRI 3-3, 401-2

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
GRI 3-3, 401-2

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 for 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, and the guaranteed bonuses
equivalent to a three-month salary.

Retirement
GRI 201-3

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.
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There are 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
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
ten (10) years of service; and

PNB Shareholdings of Holding Companies Under LT Group, Inc.

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.

Name !Direct Indirect Total Direct Percent Tq Total PNB
Outstanding PNB Shares & Indirect 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. 82,017,184 O 82,017,184 5.3754799765
Donfar Management Ltd. 30,747,898 0 30,747,898 2.0152448787
Dunmore Development Corp. (X-496) 15,140,723 0O 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 O 22,696,137 14875252238
Ilvory Holdings Inc. 20,761,731 0 20,761,731 1.360742