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ABOUT THE REPORT

Touch. Tech.
The RCBC Way

Gone are the days when going to a physical
branch is the only option for customers
to perform banking transactions.
Digital technology has made it possible for
customers to bank with a few clicks
on their mobile devices or taps on their
keyboards as alternative channels.

Yet there are customers who still find value
in visiting the branches if they need to
personally speak to a relationship manager
or get expert advice on the right products
or services to avail.

To facilitate seamless customer interactions
on both physical and digital levels,
RCBC has been using the powerful
combination of “high tech” and
“high touch” — harnessing the power
of technology and driven by data,
while providing the human touch through
customer service excellence, creating
deeper engagement, and nurturing
lasting partnerships.

Creating a perfect harmony between tech
and touch is what sets RCBC apart.
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Our Vision

To be the most admired and trusted
profitable  financial services  group
providing and adapting to customers'
changing needs - for every Filipino
worldwide - through innovative products,
excellent service and a highly motivated,
committed and impassioned team.

Our Mission

We are a leading universal bank providing
quality Integrated Financial Services that
best meet our clients’ needs.

We are committed to: Conducting our
business with utmost integrity, excellence,
and commitment as responsible corporate
citizens; and,

Providing professional growth opportunities
to develop a talented base of officers and
employees, and achieving the best returns
for our stockholders.

Touch. Tech. The RCBC Way | 2023 Annual Report

Core Values

These are core values of all YGC member-
companies for behavioral excellence

Passion for Excellence
striving to be great and not just good; improving
our results continuously.

Sense of Urgency

doing things fast; taking the initiative to respond
to the needs of various stakeholders, internal and
external clients.

Professional Discipline

possessing strong work ethic; deserving trust and
respect; using bank funds and property (including
time) prudently; acting with fairness and objectivity;
being accountable for actions.

Loyalty

being good corporate citizens; pursuing corporate
interests as one's own; speaking well of the
company & taking pride in its achievements.

Teamwork
tapping areas of synergy actively; collaborating
toward shared goals.

Our Business at a Glance

Rizal Commercial Banking Corporation (RCBC) is one of the largest privately
owned universal banks in the Philippines with Php 1.24 trillion in total resources
as of December 31, 2023.

From its humble beginnings as a private development bank in the province of Rizal in 1960, RCBC has grown to become a leader in
the fields of digital banking and sustainable finance. In 2023, the Bank gained more recognition from several prestigious domestic
and international award-giving bodies for its disruptive digital solutions and innovations, and best-in-class customer experience

across various segments.

The Bank offers a wide range of banking and financial products and services catering to diverse customer segments. It provides
consumer, commercial, and corporate lending products, deposits and cash management solutions, treasury products, remittance

services, and mobile banking services.

Together with its ten subsidiaries, RCBC is engaged in traditional banking, investment banking, retail financing (auto, mortgage/
housing loans, credit cards and microfinance loans), remittance, leasing, foreign exchange, stock brokering, and trust.

Customers

To be the most customer-obsessed bank in the country, RCBC
continues to serve retail and corporate customers of all sizes.

In addition to loan products, the Bank also has an
extensive suite of cash management solutions and
other corporate services such as escrow and loan agency
to address the requirements of its diverse corporate
base, including the Philippines’ top 1000 corporations,
emerging conglomerates, Chinese markets, and
multinational corporations. RCBC is the first local bank to
establish a Japan Desk. It further solidified its hold on the
Japanese market through its stronger partnership with
Sumitomo Mitsui Banking Corporation (SMBC), which
completed its purchase of an additional 15% stake in RCBC
in 2023,

Through microfinance arm, RCBC Microbank (RMB),
it continues to deliver relevant and disruptive solutions
to microenterprises and small business operators,
as well as to value-chain players, especially in the
agricultural sector. RMB has a total network of 18 branches in
key areas throughout the country.

In the retail space, RCBC boasts of some of the most
comprehensive  product suites to cater to the
requirements of its customer base, from the very, very
important persons to the affluent and underbanked.
To cater to the more digital-savwy generations, the
Bank also developed various industry leading
digital platforms, including the recently relaunched RCBC Pulz.

Delivery Channels

To better serve its growing customer base, RCBC
maintains various award-winning digital and brick-and-mortar
channels. As of December 31,2023, the Bank has:

e An extensive network of 458 branches
e 1460 ATMs

e 5779 ATMGo terminals with presence
in all 82 provinces of the country
Internet and mobile banking

(I0S and Android applications)

Business Model

The Bank derives income primarily from net interest
income which accounts for two-thirds of its revenues.
It has a strong loan portfolio which makes up over half
of its total assets. As of December 31, 2023
corporate loans accounted for 47% of the Bank's loans while
its SME and Consumer portfolios made up 20% and
33%, respectively. Investment securities had a solid
27% of total assets, most of which are in the Bank's
accrual portfolio.

Funding wise, RCBC's growing depositor base funded
over 75% of its assets while capital accounted for
another 12%.

Ownership

RCBC is owned by the Yuchengco Group of Companies
(YGC), with Pan Malayan Management and Investment Corp.
(PMMIC) holding 33.9%. PMMIC is the holding company of the
flagship institutions comprising YGC and other investments.

YGC businesses include Malayan Insurance (non-life insurance),
SunlLife GREPA Financial, Inc. (life insurance joint venture
with Sun Life Financial Philippines), EEI Corp. (construction),
educational institutions, and vehicle dealerships. In addition
to YGC, RCBC's other significant investors include Sumitomo
Mitsui Banking Corporation (SMBC), Cathay Life Insurance
Co. Ltd. (Cathay), and the World Bank's International Finance
Corporation (IFC).

In July 2023, SMBC increased its shareholdings in RCBC to
20% from 4.999% as part of the Bank's capital-raising plan to
support long-term sustainable asset growth. SMBC is one
of the largest banks in Japan and the commercial banking arm
of Sumitomo Mitsui Financial Group (SMFG).

Cathay, a wholly owned subsidiary of Cathay Financial, one

of the largest publicly listed financial holding companies in
Taiwan, holds an 18.7% stake in the Bank.
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MESSAGE FROM THE CHAIRPERSON

Our Way into a
Changing World

The global economy showed modest

9

rowth and unexpected resilience

in 2023, setting aside earlier fears of

h

igher inflation leading to more

economic pain. But the continued high
interest rates, persistent geopolitical
tensions, and their potential to disrupt
trade, are making global economic
recovery elusive.

Amidst this challenging landscape, the
Philippines ended 2023 with a GDP

9

rowth of 56%. While a tad shy of the

government'’s target of 6.0% to 7.0%,

it

Southeast Asia’s

was enough to make the Philippines
fastest-growing

economy. The resumption in commercial
activities after the COVID-19 pandemic,

o

ublic infrastructure spending, and the

boom in digital financial services fueled
the growth.

In addition, the Philippines’ digital
economy is projected to hit US$24

b

illion in 2023 in terms of value of

goods sold, climbing double-digits
to US$35 billion by 2025, making the
country one of the fastest-growing

d

igital economies in Southeast Asia'.

The Touch that Makes Us

While economic anxiety still grips
most parts of the world three years
since the pandemic started, there is

(0]

ne certainty keeping us grounded

at RCBC: that what we do matters.

Everyday,adiverse group of hardworking,
skilled, and motivated people from all
walks of life brave the traffic and the
elements to make their way to RCBC to
serve a common purpose: to serve our
customers to the best of their ability.
They do this simply because working
in a bank like ours means being in a
collaborative, innovative, fascinating,
and modern environment which opens
the door to a meaningful career that can

h

ave a positive impact on society.

Our people are the secret to how RCBC
is able to transcend the transactional,

9
9

aining trust, and earning the loyalty of
enerations of customers.

have always believed that banking

is a people business — and it will
remain so even with the growing public
acceptance of digital channels. Some

clients would still prefer to talk
face-to-face and visit the branch
because wealth, like health, remains
a very personal matter. Technology
may change how we interact with each
other, but it will not replace the power of
the human connection.

How we transform that connection into
a delightful customer experience starts
with the way we look after ouremployees.
This is why we invest heavily in their
education, training and development.
We have programs for all roles
and all levels, with the goal of helping
our staff be always on their toes,
and adapt quickly. Customer behavior
nowadays is rapidly evolving, so we need
to keep pace, even be a step ahead,
continually develop, continuously learn,
and adapt to whatever new needs arise.

The Tech that Drives Us

When | started my career, | remember
using telex machines to execute some
bank transactions. Today, nearly all of
the transactions we do at RCBC are
completely automated, some even with
the use of robotics.

Still, there is no denying human touch
alone will not cut it, especially in
today's ever-more technologically driven
banking industry. New digital
technologies, such as big data and
artificial intelligence, are reshaping
the way we work and live. Never has
investing heavily in technology become
a most compelling reason for a bank
than now, and not just for competition’s
sake, but to create a positive impact.

Technology helps RCBC become
a bank with a heart. With technology,
we are able to extend our customer
reach, even to the unbanked and the
underserved, to ensure no one is left
behind. Proof is the success of our
DiskarTech super mobile application,
which saw a 115% surge in transaction
volumes in 2023 from year ago.
Technology also enabled us to
bridge the digital divide with the
deployment of RCBC Moneybela
Barangayan Banking, RCBC Pulz, and
RCBC ATM Go, with hyperfocus on rural
and remote areas.

The RCBC Way

Whether it is through Touch or Tech,
| believe humanity and technology
share the same mission: to make the
world a better place.

We must do things “The RCBC Way" —
our ability to create a perfect marriage
of “Touch” and “Tech” — without losing
sight of our responsibility to society and
to the planet. In everything, we must
be guided by environmental, social,
and governance (ESG) principles and
contribute towards the attainment
of the United Nations Sustainable
Development Goals (SDGs). It is only
by being a responsible company can
we hold our chin up and truly say we
are successful because we are paying it
forward “The RCBC Way" — a trait that is
distinctively ours.

In the past year, as this report would
show, RCBC not only paid it forward,
but also made great progress towards
ensuring our readiness for the future:
making significant strides in human
capital development, sharpening our
customer focus, and deploying smart
innovations. We also welcome our
strategic partnership with Sumitomo
Mitsui Banking Corp. (SMBC), one of
Japan’s largest banks, which will support
our long-term asset growth and digital
push. These strategic investments will
play a vital role, especially given the
growing technological disruptions and
market shifts.

Even as the headwinds gain greater
speed in the coming years, | am
confident that the level of adaptability,
creativity, and dedication of our
leadership team and our RCBC Family
will continue to bring us to safer
harbor. We have learned to cleverly
and successfully adjust our sails in over
six decades, and there is no reason we
will not prevail again and again.

On behalf of the Board of Directors,
thank you for your passionate and
remarkable commitment to RCBC.

' Annual e-Conomy Southeast Asia report, which combined Google Trends, Temasek insights and Bain & Company analysis of five other countries in the region including
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Indonesia, Malaysia, Singapore, Thailand, and Vietnam.
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“Whether it is through Touch or Tech,
| believe humanity and technology
share the same mission: to make the
world a better place.”

HELEN YUCHENGCO-DEE
Chairperson
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PRESIDENT'S REPORT

The Race to Become

the Primary Bank

Global economic recovery may have
remained elusive in 2023, but we can
all agree we are in a much better shape
than we were years ago during the
COVID-19 pandemic.

Thanks to a stronger U.S. economy, inflationary
pressures and the risk of a global recession
have receded. However, rising geopolitical
tensions in the Middle East, and the continuing
conflict between Russia and Ukraine, and
between Israel and Hamas, still darken the
horizon. With potential disruptions in the
global supply chain and trade, as well as in
monetary policy, a sword of Damocles may
continue to hang over our heads.

Uncertain times like this make it harder to
anticipate what the future holds, how it will
shape people’s lives, or even how the needs
of our customers will evolve. To avoid the
guesswork, weturntoscienceand technology
to future-proof our business, and this has
led us to unleash a plethora of tools —
from automation, data analytics, and
cybersecurity, to artificial intelligence (Al) and
machine learning.

Tech helps us achieve greater operational
efficiency, scalability, and deeper insights
into customer behavior, but we cannot
thrive with tech alone. To create amazing
customer experiences, we must also know
how to forge human connections.

Finding the right balance

Finding the perfect balance between touch
and tech is what has been driving our
growth at RCBC — and we are continuously
striving to get there.

In 2023, we solidified our position as the fifth
largest private bank in the country, with
total assets of over Php 1.2 trillion.

Our consolidated net income reached
Php 12.22 billion in 2023. This was boosted
by a 15% year-on-year growth in customer
loans which reached Php 622 billion, faster
than the industry average.

Our performance reflected the main driver
of the Philippine economic engine: personal
consumption. Our consumer loans grew by
29%, as credit cards consistently outperformed
industry in both balances and billings,
while housing loans recorded its highest
bookings to date.

Our total deposits reached Php 957 billion,
spurred by the 19% increase in CASA
deposits across all segments. Our cash
management and  payroll  solutions,
alongside extensive business relationships,
provided the double-digit lift in our
low-cost deposits.

Supporting our balance sheet expansion,

our capital rose 31% on the back of the
capital infusion from Sumitomo Mitsui
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Banking Corporation in July 2023. Both our
capital adequacy ratio (CAR) and Common
Equity Tier 1 (CET1) ratios remained well
above regulatory requirements at 17.37%
and 14.69%, respectively. On the asset quality
side, tighter credit policies and prudent
remedial management kept our
nonperforming loans low at 3.34% from
3.75% in 2022.

When touch meets tech

Tech plays a huge supporting role in producing
these numbers. At RCBC, we turn to tech to
know our customers better, and learn how
best to serve them.

To make sense of the wealth of customer
data we accumulate, we leverage data
analytics and machine learning to turn data
into actionable solutions.

Our elite team of data scientists delves
deeper into the intricacies of customer
sentiments, behaviors, preferences, and
responses, and provides insights and
solutions. We have implemented 51
machine learning models to provide us
with comprehensive and tailored customer
experience. This helps us to identify potential
areas of innovation that would lead to
exceptional service delivery.

Using Robotic Process Automation (RPA),
we developed and deployed 45 business
intelligence  dashboards  across the
organization so our people can understand
and serve our customers better.

Seizing the incredible opportunity from
Al, we have developed Al models to come
up with curated products that address the
needs of our customers, as well as to further
improve our workforce productivity. As a result,
we were able to increase our throughput
without increasing headcount.

We treat our tagline, “Partners Through
Generations,” as a serious commitment to
keep our relationship with our clients and
their families strong and enduring. For the
Bank to cater to and anticipate the needs of
different generations, we must continuously
innovate and future-proof our organization.
Thus, we made innovation as a main
key performance metric in many of
our business groups, on top of nurturing a
“test and learn” environment.

The customer in our hearts and minds

At the heart of every interaction at RCBCis a
human emotion.

It's the joy and exuberance of Frietz Perales,
our youngest vice president at 30 years old,
whose customer obsession helped fuel the
fivefold growth of our corporate banking
loan portfolio in just three years.

It's the thrill of the teams who developed

empowering financial solutions such as the
RCBC Boz app for local entrepreneurs and
PayDay Now for payroll employees.

It's the sincere desire of the ATMGo team to
reach out to Filipinos living in the remotest
parts of the archipelago.

These are just some of the people who go
the extra mile to provide excellent service to
our customers. There are more in our midst.

The majority of our RCBC Bankers are
first-generation graduates in their families
and come from modest economic
backgrounds. They are mostly graduates
of state-owned colleges and universities
in the provinces or schools in their local
government units. A majority have parents
who make a living as drivers, farmers,
overseas contract workers, construction
workers, or  sari-sari store  owners.
Many have taken over the role of a
breadwinner in the family, either voluntarily
or by force of circumstance.

All this means only two things — first, being
breadwinners, our people's motivation to work
hard and succeed is higher; and second, so is
ours. We bear the significant responsibility
to do well in our business so we can uplift
the lives of our employees and their families.

Banking is all about people. And the better
we serve our own, the more they deliver
exceptional customer experience. Al-driven
chatbots can guide customers through
their journey, but they can't replace our
branch tellers’ welcoming smile over the
counter, the human-written thank-you
notes, and the friendly voice on the other
end of the customer hotline.

To make this a part of consistent performance,
we embedded customer-centricity within
our culture through extensive training.
In 2023, we required all employees to
undergo CX training while 30 senior officers
became certified as a CX Professional
by the CX Academy. We identified CX
Champions whose singular task is to
identify areas of improvement in the Bank.
We convene monthly CX Council meetings
to ensure all customer pain points are
discussed and addressed. Customer feedback
is promptly shared across branches, and
guides our policy adjustments to enhance
customer satisfaction.

Behind our success

Proof that we are doing things right, we
turned 2023 as another “award-sweeping”
year. We garnered a total of 50 awards
and recognitions from various prestigious
international award giving bodies in
2023, including “Best in  Customer
Service” in the 2023 survey of the
Philippine Daily Inquirer and Statista,
the world's leading data and business

"With skill and science, we can
havigate our way to being the

primary bank of our customers.”

EUGENE S. ACEVEDO
President and CEO

intelligence portal; “Best Bank for Digital” from AsiaMoney
for the fourth consecutive year; “Digital Bank of the Year”
froom The Asset; and “Credit Card of the Year/

“Best Cash Management Bank,” “Best SME Bank,” 4
and “Best Retail Bank." »

£ #
These accolades may lull us into complacency, but this is not
the time to rest easy. Instead, it is high time to go after our 3
ambition to be the primary bank of our customers. ' |

To be the No. 1 bank for every single customer relationship,

we must be superior on all these: product bundles, F
reliable systems, and customer service ratings. The capital f
infusion, knowledge and technology transfer fromm SMBC

give us greater confidence in the strength of our franchise.

In our relentless pursuit to become the primary bank,

we must never lose sight of our true north: our customers, y
as well as our people. At the core of every algorithm, data )
point, and tech solution is human connection. At the end

of the day, authenticity and personal touch are what will

endear us to our customers and set us apart.

As the world around us rapidly evolves, we must always
anticipate change, and brace ourselves for the headwinds.
Even if the wind keeps blowing against where we
want to go, it should not deter us from moving
forward. Instead, it should steel our nerves, sharpen
our focus, and embolden us to realize our ambition.
With skill and science, we can
navigate our way to being the
primary bank of our customers.

We must never be afraid to sail
against the wind.

?r ch. Tech. The RCBC Way | 2023 Annual Report 9
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Financial
Highlights

Total Resources
in PhP Billions

Total Deposits
in PhP Billions

1,238.3
1,154.1

857.2

959.1

7671 7721 672.5

535.8
456.6

Net Income
in PhP Billions

121 12.2
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956.7

Loans and Receivables, Net
in PhP Billions
649.9
538.3 558.9
491.3
449.2 I
O P g P
DX S S M
Net Worth
in PhP Billions
152.3
mi 16.4
101.4
82.9 I
Q O P D
S S S S

RIZAL COMMERCIAL BANKING CORPORATION & SUBSIDIARIES

Financial Highlights

In Php millions (except for ratios and headcount)

Selected Income Statement Data
Total Net Interest Income

Total Non-interest Income

Total Non-interest Expenses
Pre-provision Profit

Impairment Losses

Net Income

Selected Balance Sheet Data

Liquid Assets*

Gross Loans and Receivables
Total Resources

Deposits

Net Worth

Selected Ratios
Return on Equity
Return on Assets
CET1 Capital Ratio
Tier1

CAR

Per common share data

Net Income per Share:
Basic
Diluted

Book Value per Share

Others

Cash Dividends Declared (in Php million)
Headcount

Officers

Staff

*COCI, Due BSP, Due from other banks, Loan and receivables arising from reverse repurchase agreement, FVPL, FVOCI, Interbank loans

Consolidated

2023

33,629
16,368
29,594
20,403

6,888
12,217

344,323
667,324
1,238,332
956,712
152,275

9.53%
1.06%
14.69%
16.53%
17.37%

5.07
5.07
56.86

2,454
7,026
4,843
2,183

2022
31,216
13,238
25,100
19,354

5,706
12,080

330,306
574,899
1,154,108
857244
116,361

11.24%

1.20%
12.33%
14.42%
15.29%

542
542
50.01

2,201
6,494
4,360
2,134
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Parent

2023

32,982
15,307
28714
19,575

6,074
12,218

340,652
659,702
1,230,890
957,369
152,266

9.52%
1.07%
14.47%
16.34%
17.19%

5.07
5.07
56.95

2,454
6,178
4,250
1,928

2022
30,899
12,255
24,067
19,087

5,489
12,080

326,724
566,302
1,144,749
857,639
116,284

11.24%

1.21%
11.96%
14.09%
14.97%

542
542
50.49

2,201
5717
3,805
1912
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BUSINESS REVIEW
Tech and Touch:
The Perfect Balance

2023 saw RCBC going farther in its digital journey, emerging rapidly as a challenger bank when it comes to harnessing
the power of technology. Solidifying its standing is the human touch that employees provide through customer
service excellence.

This powerful combination of tech and touch not only enabled the Bank to raise the bar when it comes to profitability,
operational efficiency, and competitiveness, but also consistently earn accolades. In 2023, Japan’'s Sumitomo Mitsui
Banking Corporation (SMBC) increased its stake to 20%, reflecting its confidence in RCBC's strategic direction and
long-term potential.

Corporate Banking

RCBC leveraged on its extensive experience and skills in financing projects that deliver an environmental
and social impact particularly in the areas of Renewable Energy, Energy Efficiency, Healthcare, Education,
among others. Its ability to provide customized solutions to complex transactions allowed its corporate banking
business to grow 8% year-on-year. Amid the high interest rate environment and intense competition in
2023, the business posted a 9% growth in total deposits, with low-cost deposits rising 27%, outpacing
the industry. This earned RCBC the title “Best Corporate Bank — Philippines” for the fourth consecutive year from
the Global Banking & Finance Awards.

8% 9% | 27%

growth jump in in low-cost
in assets total deposits deposits
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Global Transaction Banking

RCBC posted a 75% year-on-year (YOY) revenue
growth in Global Transaction Banking (GTB) as
it rode on the back of higher benchmark interest
rates in 2023.

Deploying “Bridgital” (Bridging traditional &
digital) cash management solutions led to a
25% deposit growth and a 33% increase in
disbursement volumes in the Bank's Corporate
Cash Management (CCM) business. Collection
services rose by 15% YOY due to innovative
solutions such as Cash Cube and Check Scan.
This led to a more balanced coverage of the
Bank's traditional clients while addressing
the needs of more digital-savvy customers.

RCBC also embarked on a Provincial Tycoon
program, catering to top businesses outside
Metro Manila, and providing industry-leading
cash management services tailor-fit to this
customers segment'’s unique banking and
working capital requirements. This led to
a M2% YOY rise in CCM revenues in 2023.

The strategic deployment of ATMs in high-usage
traffic nationwide enabled the Retail Cash
Management (RCM) business to grow its
revenues by 15% YOV, with international transaction
counts increasing by 46%.

One of the major growth drivers is the Debit
Cards business, as transaction count rose by
26%, resulting in a 22% YOY fee income growth.
The continued resurgence of point-of-sale (POS)
and e-commerce transactions since the 2020
pandemic fueled the expansion. The Bank's
remittance business realized a 40% YOY revenue
growth as remittance transactions rose by 24%,
boosted by a 19% jump in transaction fees.

15%  22%

revenue growth revenue growth
in Retail Cash in Debit Cards
Management

Despite the elevated interest rate environment
which resulted in compressed interest margins,
the Trade Product Management (TPM) business
experienced a 44% YOY growth in fee revenue from
trade services from 2022. The Bank continued
to leverage its digital TPM solutions for trade
clients’ Letters of Credit applications and payment
of customs duties and taxes.

4L44%

revenue growth in
Trade Product Management

Superhumans of RCBC
In the service of humanity

At 30, Frietz Perales is the youngest vice president at RCBC and a
Relationship Manager in the Bank’s Corporate Banking Group (CBG).

His uncanny ability to connect with clients helped the Bank grow its
CBG loan portfolio by nearly fivefold, to Php34 billion in 2023 from
Php7 billion in 2020, after Frietz bagged the accounts of several big
conglomerates.

For his contribution to RCBC's business, Frietz has been recognized as
“Cash Management Champion” for 2022, and “Loan Champion 2023"
(Conglomerates and Large Corporates category). The Bank also invested
in his training in the Green Energy Finance Specialist (GEFS) Program
of IFC, The Renewables Academy, and the International Climate Initiative
of Germany. He is also undertaking a middle management development
program in the Bank.

“RCBC's customer-centric culture taught me to really get to know our
customers' pain points, set expectations, and be reliable in delivering their
requirements. It is more on building a good relationship. At the end of
the day, what makes the difference is how we connect with our clients,”
he said.

Of his admirable traits, the sincere desire to serve others is what sets
him apart. But ask Frietz, and he would say, “I'm just paying it forward.”

His father died of cancer when he was only six. The youngest of six siblings,
he had to do jobs to fund his own education. He sold viands in grade school
and helped in farms. He worked as a canteen assistant for Php20 a day
and got a priest to pay for his exam papers in high school with the
money collected from the offertory mass.

His hard work and perseverance started paying off in college, when he
received two scholarship grants that helped him earn a Business
Administration degree from UP Visayas. He graduated cum laude,
became the most outstanding graduate in his batch, and was awarded
one of the Ten Outstanding Students of the Philippines.

After surmounting the odds himself, Frietz wanted to help pave
the way for others' success. Since he started working in 2014, he
supported 16 high school scholars who all graduated with honors,
and a criminology student now preparing for his licensure exam.
He also serves as a lay minister at the Megamall Chapel for over eight
years now.

“What really inspires me at work is knowing that if | do well in my job,
| will have more resources to continue the scholarship program and other
passion projects, | can touch more lives, and help my scholars succeed
sothey, too,can get to send their siblings to school someday,” Frietz said.

He attributes his success to RCBC's leaders (Chairperson Helen Y. Dee
and President Eugene S. Acevedo), “our Group Head Ms. Beth Coronel,
my segment head Sir JR Sarmiento,and my good friend, Mel Sioson, my
professional mentors. Ms. Joy Gatdula, from my first job, also mentored
me. They are an epitome of a multi-faceted banker with great work ethic,
and who taught me the value of integrity and hard work. | feel RCBC's care
through them and I'm thankful for the learning opportunities | gained,”
he said. “Of course, my personal mentor is my mother who valued
education and inspired me to succeed in spite of everything.”
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Superhumans of RCBC

RCBC Boz makes
customers better bosses

It's not easy to be your own boss. The team behind the development
of the RCBC Boz app understood how hard it is for entrepreneurs to
run a business.

It's not just about having enough capital, earning income, and seeing
cash in your bank accounts. Carissa Diomampo-Calderon, Business
Development Division Head of the SME Banking Group (SMEBG),
could see common struggles among business owners, including
her friends who juggle side hustles with their regular day jobs.

The team decided to turn the pain points of being an entrepreneur into
a source of inspiration for RCBC to empower its customers who run
micro, small, and medium enterprises (MSMEs), startups, and
freelance businesses.

“In @ market study we conducted, we found out that entrepreneurs
have a hard time separating their personal money from their business
funds. They had difficulty tracking their earnings and where the money
goes. They also couldn't focus on long-term savings or setting aside funds
for business expansion,” Carissa said. “We wanted to provide them a
solution that will transition them from writing everything on their
notepads or typing in their Excel sheets, to something that gives them
a real-time view of their business in a few taps,” Carissa added.

This customer obsession drove Carissa and her colleagues at RCBC to
develop the RCBC Boz, the first mobile app in the market that empowers
MSMEs with digital tools such as e-invoicing, payroll, business goals,
expense tracker, and real-time reports, without any payments or
subscription fees.

Each unique feature addressed customer needs. With the RCBC Boz
app, business owners can create and send invoices to their customers
and easily monitor receivables. The app can even automatically follow-up
overdue payments by sending SMS reminders to customers. The app also
generates reports with a real-time view of collections, expenses, budgets,
earnings, and cash flow. It even takes care of payroll and fund transfers to
employees and suppliers.

“Being a customer-centric organization, we put a premium on the ease
and convenience of our clients. For RCBC Boz to benefit more clients,
we are adding more features that will enable more clients to open an
account through their phones, apply for a loan, and view reports of their
various businesses in one dashboard,” SMEBG Business Control and
Administration Division Head Nerissa Toledo said.

To encourage more Filipinos to fire up their entrepreneurial spirit,
Boz Sessions on Facebook and YouTube will be launched so even
microentrepreneurs without a business background can learn tips on
how to address cash flow problems, kick-start, or scale up their business,
among other things.

“As our customers grow, we also hope to grow with them,” Carissa said.
It may not be easy to be your own boss, but the people at RCBC wiill create
solutions that will level up your boss moves.
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SME Banking

2023 was a banner year for the SME Banking business
of RCBC, recognized by the Global Banking & Finance,
The Digital Banker, and Asian Banking & Finance as the
“Best SME Bank in the Philippines.”

A holistic approach to helping clients grow their
businesses led to the double-digit growth in its
loans and deposits portfolio. Loans accelerated
by 18%, while total depositsrose 19%. Net revenues
after operating expenses rose by 14% driven
by higher net interest income from loans and
deposits, and reduced provision for bad loans.

The steady performance is attributable to several factors:

e intensified efforts to attract specific market segments

e l|everaged synergy with other groups within RCBC
or affiliate companies within the YCC to offer
bundled products and services

e significant growth in new accounts onboarding

e relentless efforts to bring in new names in the
commercial middle market space

To continue to deliver the best customer experience,
RCBC launched the RCBC Boz app, designed to
empower SMEs and address their pain points.
By encouraging innovation through this app, RCBC
helps SME clients accelerate digital adoption in
their businesses.

Consumer Lending

RCBC's Consumer Lending business grew by
29% YOV, the highest growth among RCBC's
business units. Mirroring the strong momentum
in household consumption, the main driver of the
Philippine economy in recent years, the business
expansion came on the back of an 83% jump in
housing loan bookings, and a 71% expansion in

auto loans bookings.

29% | 83% 71%

Business Growth jump in housing expansion in
YOY loan bookings auto loans bookings

Behind these growth  numbers were the
following factors:

e Utilizing data analytics for targeted sales campaigns,
analytics-driven selling, new products

e Ensuring a steady fee income stream with enhanced
product models

e Deepening customer engagement and relationships
through branches and other business groups

Retail Banking

14% @ 68% 119%

growth in increase in growth in
CASA deposits loan bookings Credit Cards

24%  21%

growthin growthiin
SLGFI premiums MICO premiums

The Bank achieved remarkable growth in its Retail
Banking business in 2023 — from its low-cost CASA
and time deposit portfolios to the record-breaking
performance in consumer loan bookings and credit
card approvals. Aslew of factors, including strengthened
sales firepower, the successful implementation of the
Hexagon Club (HC) bundling program, and utilization
of data science to pre-qualify affluent customers, made
these results possible. Focus on acquiring SME clients
with cash management requirements also helped
significantly boost other key areas of RCBC's business.

CASA deposits grew by Php36 billion or 14% YOY with
the implementation of strategic initiatives such as the
launch of the following:

e Hexagon Club Priority: personalized service, expert
and tailored advice, exclusive perks and privileges
especially reserved for highly valued customers
with at least Phpl million in average minimum daily
balance in CASA deposits

e Access Payroll Program: offers seamless employee
payroll solutions (specialized bundles were also offered
based on payroll credits, and introduced to online
banking service clients for easy fund management)

e Businesseries: a knowledge and networking platform
for existing and potential business owners and
SME clients to gain valuable insights on financial
management and industry trends

Credit Cards

Over 1 million

credit cards in force

48% | 45%

growth in credit card surge in
receivables credit card spend

Credit cards scored significant milestones in 2023
Cards in force reached 1 million, thanks to the acquisition
of new customers using data science.

Credit card receivables grew 48% YOY to Php74.7 billion
from Php50.4 billion, outpacing the growth of the credit
card industry. This was driven by a 45% surge in
credit card spend, to Phpl39.4 billion from Php96.3
billion, also surpassing the industry’'s growth. Past due
rate stood at 3.5%, lower than the industry's.

2023 saw the launch of the RCBC Pulz app which
enables customers to stay in control of their personal
finances, and manage their cards in a smarter, safer,
easier, and more secure way. Its growing popularity
among customers helped boost the Bank's credit
card transactions and reduced the cost-to-serve of the
growing credit card customer base.

The strong performance of RCBC Credit Cards earned for
the Bank several accolades: "“Credit Card of the Year -
ASEAN" at the Global Retail Banking Innovation Awards
2023 by The Digital Banker, “Credit Card Initiative of
the Year — Philippines” at the Asian Banking & Finance
Awards 2023, "Outstanding Digital CX" at the Digital
CX Awards 2023 by The Digital Banker, and “Best Credit
Card Initiative, Highly Commended” at the Retail Banker
International Asia Trailblazer Awards 2023.

In step with robust consumer spending, the Bank saw
its Personal Loans business skyrocketing by 90% YOY
in 2023, driven by a 245% surge in disbursed loans.
To achieve these numbers, the business forged external
partnerships and applied process re-engineering.
The business also benefited from the launch of
RCBC PayDay NOW, an all-digital salary advance facility
that enables RCBC payroll account holders to borrow a
portion of their salaries in advance.

In Payment Solutions, credit card acquiring billings
rose 21% to Php34.4 billion from Php28.3 billion, with
the number of merchant outlets increasing to 15,153.
The Bank also began to roll out QRPH acceptance
to 2,563 outlets and launched a new installment
product that allows RCBC-acquired merchants to
accept installment payments from credit cardholders
of other banks.
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Wealth Management

16%

increase in Assets
Under Management

14%

income growth

Tailored succession planning and advisory services are
offered to clients through RCBC Wealth Management,
in collaboration with the Bank's Trust Investments
Group, and subsidiary SunlLife Grepa Financial, Inc.
This synergy resulted in the growth of Assets Under
Management (AUM) by 16% and a 14% income rise, with
higher trust fees and spreads in 2023.

The business also saw a 9% expansion in new client base,
thanks to a “Member-Get-Member"” program and closer
collaboration with the Bank's Retail Banking Group that
opened opportunities to tap the affluent and high net
worth clients of the retail branches.

Treasury Group

36%

increase in
interest income

24%
exchange value

The Bank's Treasury business posted a 36% YOY
increase in interest income from trading and
investment securities.

With the launch of the RCBC Pulz app, customers were
able to enjoy its powerful features, including buying and
selling up to six foreign currencies (US Dollars, Hong
Kong Dollars, Euro, British Pounds, Japanese Yen, and
Singapore Dollars) in real time. This feature helped boost
the Bank’s online foreign exchange sales by 24% YOV.

Treasury initiatives also led to the following results:

e Completion of a US$278-million 3-year syndicated
loan deal

e Php320 million in income from money market and
swap deals

e Increased remittance volume due to better rapport
with RCBC Telemoney partners

It was a banner year for the business as RCBC won as

2nd Best Fixed Income House in the Fund Managers
Association of the Philippines (FMAP).
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growth in online foreign

Trust and Investments

9%

growth in AUM

2023 was a landmark year for RCBC's Trust and
Investments business as Assets Under Management
(AUM) rose by 9% YOY to Phpl56 billion in 2023.
This was due to the growth of the Investment
Management Accounts (IMA) and Retirement
Fund Accounts, the top two best-selling products of the
business in recent years. Both added more than 10% to
the AUM volume in 2023.

Added boost came from the IMA Digital Platform, which
significantly enhanced customer experience due to its
seamless functionality. The platform earned for RCBC
the “Best Digital Solutions Award” in Southeast Asia
from the Corporate Treasury Awards.

The Bank is in the process of spinning off its Trust and
Investments business into a stand-alone corporation.
This strategic move is expected to broaden RCBC's
client reach and offer more investment options,
among others.

Digital Enterprise and Innovations

Over
Php780 million

cost savings from RCBC Pulz

(o)
AppP Ng Mash 1 38
i Gﬁ iskarTech /O
BDistshanstatintun CASA growth from
RCBC DiskarTech

o
Srma 131%

Increase in ATM Go newly
deployed terminals

In a bold leap into the future of banking, RCBC has
placed digital innovation at the very heart of its
customer experience ethos. Its Digital Enterprise and
Innovations business has significantly widened its
scope in 2023, ensuring a more expansive reach across
the Filipino populace.

The year marked the dynamic launch of RCBC Pulz,
a transformed RCBC Digital App, featuring trailblazing
services including the nation’s inaugural digital, in-app
unit investment trust fund, foreign exchange options
in eight key currencies, highly tailored services, and
fortified security measures for safe financial
engagements. This innovation has been met with
enthusiastic reception, evidenced by a 27% upsurge in
transaction volume and a 34% elevation in transaction
value, alongside a substantial Php 780 million in cost
efficiencies as customers migrated from branch-based
to digital interactions.

RCBC DiskarTech, lauded as a leading financial inclusion
super app, showcased significant growth with a 138%
rise in CASA accounts and an impressive 159% boost in
bills payment transactions, complemented by a 115%
increase in transaction volume. Pioneering change,
RCBC ATM GCo, the nation's premier grassroots-
oriented and bank-neutral mobile-point-of-service
ATM, broke new ground with a 731% increase in terminal
deployments, a 62% rise in merchant partnerships,
a 46% growth in gross transaction volume, and a 44%
upswing in transaction value, year-over-year.

Proudly, RCBC ATM Go now offers unparalleled coverage,
reaching 100% of provinces and cities and 80% of
municipalities nationwide, redefining accessibility in the
digital banking landscape.

Superhumans of RCBC
Going the extra mile
with RCBC ATM Go

In the remotest parts of the country, people travel for hours to reach
the nearest bank, often spending a significant amount to withdraw
remittances from their loved ones overseas or receive a government
subsidy. This reality affects many Filipinos, with nearly 36 million,
or more than a third of the country’s population, remaining unbanked
and underserved.

Heeding the call of many Filipinos, RCBC introduced a solution: ATM Go.

“We wanted to be there for Filipinos in isolated parts of the country.
We deployed point-of-sale (POS) terminals in neighborhood
establishments with cash available to disburse to customers. This way,
they feel that RCBC is just like a neighbor who's nearby and easy to go to,”
said ATM Go Head Aaron Giberson. ATM Go offers basic ATM services such
as cash withdrawals, fund transfers, bills payment, and e-load for mobile
phones through POS terminals in local businesses.

Reaching out to the many unbanked Filipinos was a herculean task.
RCBC has continuously deployed these ATM Go devices to geographically
isolated and disadvantaged areas, including conflict-prone regions such
as Lake Sebu in South Cotabato, Busuanga, Marawi in Lanao del Sur,
and as far as Turtle Island in Tawi-Tawi, a 30-minute boat ride
from Sabah, Malaysia.

ATM Go was launched in 2019, months before the COVID-19 pandemic.
However, it was only during the lockdowns that people began flocking
to the nearest sari-sari (mom-and-pop) store with an ATM Go terminal.
With people unable to leave their barangays (communities), it became the
best option to access their money.

ATM Go also played a vital role in disbursing the government’s conditional
cash transfers known as the Pantawid Pamilyang Pilipino Program
(CCT/4Ps), which account for over 65% of ATM Go's transactions. The
majority of transactions, 70%, are conducted by women, and over 90%
occur in rural areas. “Beneficiaries don't have to travel for up to three hours
one way and spend Phpe00 (US$I0) on transportation just to get their
Php3,000 (US$52) subsidy,” said Mr. Giberson.

Thanks to partners who shared RCBC's vision, ATM Go has grown
exponentially, fromm 300 terminals to 6000. It has 100% nationwide
coverage. RCBC aims to deploy 10,000 terminals across the archipelago
by the end of 2024 from 6,000 the previous year.

The ubiquitous ATM Go has become an agent of economic and social
mobility, thanks to the combined power of technology and the
human touch. “lt was truly an effective way of scaling inclusive
finance through physical-digital or ‘phygital’ blended banking experience,”
Mr. Giberson added.

Touch. Tech. The RCBC Way | 2023 Annual Report 17



Business Review

Superhumans of RCBC
No more waiting for payday

Workers who lived paycheck to paycheck had it bad. They would succumb
to loan sharks or to pawning off their ATM cards, teetering precariously on
the edge of financial despair.

What if there's a facility to get a salary advance, and with a minimal
processing fee to help them tide over in between paydays? This necessity
led to RCBC PayDay Now.

“The customer is at the core of everything we do. We always look at it from
their perspective, so instead of payroll customers going to loan sharks, we
thought of offering them a bridge funding facility that serves as a very
convenient digital salary advance,” RCBC Bankard Loans Business Group
Head Mellrose Pesigan said.

As its name suggests, RCBC PayDay Now means payroll employees no
longer must wait for the 15th and 30th of the month to get their salary.
“The facility is available any time they need it: available 24/7, all digital, with
funds received in under two minutes, and needing only a few taps on your
mobile app,” Mellrose said.

Not only was RCBC PayDay Now warmly received by client employees, but
even corporate payroll clients heaved a sigh of relief when it was formally
launched in February 2023, after three years of development.

“The companies were very receptive because it relieved them of the
financial burden of extending salary advance to their employees,”
Mellrose said.

RCBC PayDay Now clients, mostly low to mid-income earners, use it for
basic needs such as paying electricity bills or medicines during
emergencies. The product also serves as an added perk to improving
job performance. Pre-qualified customers can avail a minimum
of P3,000 to a maximum of 40% of their net salary credit.

“We've had feedback from a company that employees' attendance
improved when RCBC PayDay Now was offered as they now have money
for transportation. That gave us chills when we heard it. It's not often that
you get feedback that your product works exactly like how you designed
it,” Mellrose said.

Since its launch, RCBC PayDay Now has contributed Php250 million in
monthly loan volume to the Bank. “This is likely to increase in the next
months to Php300 million. The next milestone we want to reach is Php750
million,” she added.

What started as a gem of an idea has now turned into a catalyst.
“We never imagined that RCBC PayDay Now would have this kind of
impact on the lives of our payroll clients. We started working on this
during the pandemic, a very challenging time for our team which belongs
to a subsidiary while all the payroll data and the other team members
are with the Bank: RCBC's IT Group, Data Science Group and Digital Group.
But because our Senior Management team believed so much in the
product, we felt their support. Thanks to PayDay Now, we were able
to build a relationship that sparked our spirit of innovation and
collaboration,” Mellrose said.
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SUBSIDIARIES
RCBC Capital

34% 29%

net income growth in
growth interest income

Amid the elevated interest rate environment that
dampened the domestic investment banking sector,
RCBC Capital rose above the challenges as it saw a 34%
increase in net income to Php 200 million from the
previous year. Professional fees reached Php 192 million
despite the decreased issuances in both the debt and
equity capital markets. Interest Income jumped 29% to
Php 97 million as the company continued to maximize
its cash reserves.

Realized trading gains more than tripled to
Php6.6 million YOY, while unrealized losses for the
period amounted to just Php8.4 million from Php69.4
million in 2022.

RCBC Securities

125%

growth in value turnover

Stock market investors' anxiety level remained high
in 2023 but this did not deter RCBC Securities Corp.
(RSEC) from recording a 125% YOY increase in turnover
to Php53.4 billion. Commission income generated stood
at Php56.6 million from the previous year's Php47.7
million. Its net income was at Php2.2 million.

In July 2023, RSEC officially launched and updated
its trading platform to ezTrade Gold, providing more
features to online trading clients. In collaboration with
RCBC's Data Science team, RSEC also conducted
roadshows in Pampanga, Bulacan, and Cebu, which
helped increase new online accounts and commissions
by 21% and 9%, respectively.

RCBC Leasing and Finance Corporation

36%

growth in gross profit margin

147%

rise in operating income

Higher yield on lending activities, coupled by lower depreciation of operating lease assets, enabled RLFC to post a 36%
increase in gross profit margin, better than the 25% it registered in 2022. Consequently, operating income grew by 147%,
improving cost-to-income ratio to 35% from 128%, previously.

Rizal Microbank, Inc. — A Thrift Bank of RCBC

o
16%
growth in interest income

RMB continued to serve as RCBC's microfinancing arm, catering to the financial needs of micro and small enterprises
(MSEs). While interest rates remained high in 2023, RMB managed to post a net income of Php3.1 million and a 16%
growth in interest income. Loan disbursements rose by 3% as clients took a conservative stance to borrowing. Loans
and receivables accounted for 73% of RMB's Phpl.7 billion total resources in 2023.

Contributions to RCBC's Revenues*

Business Segment Revenues in PhP billion % to Total Revenues
Retail Banking (including consumer loans) 358 71.7%
Corporate Banking 274 54.8%
Treasury and Trust 54 10.8%
SME Banking 53 10.5%
Others 12 2.5%

*The figures represent total net revenues as disclosed in Note 8.2 “Analysis of Primary Segment Information” of the Audited Financial
Statements, gross of eliminating entries which amounted to -Php25.1 billion or -50.2% of the total.

Touch. Tech. The RCBC Way | 2023 Annual Report 19



Business Review
SUPPORT GROUPS

Operations

RCBC scored a significant milestone in 2023 after being
recognized for “Best in Customer Service in 2023" by the
Philippine Daily Inquirer and global data portal Statista.

Branch service and backroom operations played a vital
role in winning the award, ensuring that the Bank
continues to offer superior customer experience. Among
the major accomplishments in 2023 were the following:

e Effective completion of the Branch of Today (BOT)
model conversion for all 440 branches. The BOT
model enables branch staff to serve valued customers
more quickly and effectively. Through procedural
simplification and the integration of cutting-edge
technology, this creative project revolutionized the
typical banking experience. Building on the BOT
infrastructure, the Customer Experience Framework
Training program was introduced by the Branch
Services Support Segment for all branch service
employees. After completing the extensive training
program in August 2023, staff members acquired the
skills and knowledge needed to provide outstanding
customer service.

e Introduction of Service Officers (SO) Lite features.
Empowered Service Officers gained more freedom
to assist branch clients as the SO Lite features
enabled them to have more effective and individualized
customer interactions. In addition, the introduction
of Customer Experience training also paved the
way for a culture of actively listening to customer
feedback, enabling branch service professionals
to take a proactive approach when addressing
customer complaints.
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e Introduction of QR code-based tools for client feedback.
This user-friendly system enables customers to
directly share their experiences transacting with
the Bank. This daily feedback is then disseminated
throughout the branch network, highlighting areas
in need of improvement and raising awareness on
positive experiences. Branch employees reach out
to those who left unfavorable reviews to proactively
address the customer issues raised.

e Implementation of the Cash-In-Vault (CIV) Dashboard.
This is a centralized tool used to maintain reasonable
cash levels across all branches to better serve
clients’ demand.

e Introduction of the Dynamic Router for telegraphic
transfers. This was rolled out to 12 pilot branches
to expand the branches’ capability to facilitate bulk
outward telegraphic transactions by routing them to
the Middle Office, shortening client waiting time.

e Digitalization of account opening. Through automation,
the Bank made the traditional account opening
process easier and more efficient, leading to a
significant increase in customer approval rating to
75% from 38%.

e Launch of Account Review Portal (ARP). This serves
as a central repository for storing and viewing all
event-based reviews by the branches and other
business units for a more risk-based approach on
Anti-Money  Laundering/Know  Your Customer
(AML/KYC) policy implementation.

These initiatives enabled the Bank to enhance controls,
automate tasks, and continuously streamline processes
to deliver effective backroom assistance to various
clients and business units. These also led to Php24
million in cost savings, shorter turnaround times,
improved service level targets, and a 90% first contact
resolution rate for customer requests and concerns
while still obtaining favorable audit reviews from both
internal and external auditing bodies.

In addition, the Bank gained recognition from the BSP
for its outstanding support for its 1SO20022, Digicur,
and Cash Service Alliance activities. The Bank's various
Regional Service Centers (RSC) were also recognized:
Cebu RSC asthe “Cash Service Alliance Client Bank of the
Year” (top 2) for being proactive in the BSP's advocacy
for the circulation of FIT notes in Cebu, Carmen RSC
for having the “Most Number of Unfit Notes Deposit
Award,” and lloilo RSC for “Best in Deposits 2023" and
“Most Prompt and Responsive Bank Officers.”

IT Support Services

RCBC's resilient infrastructure network, robust system
design, scalable capacity, as well as “zero downtime”
deployment strategy resulted in a 9830% uptime —
a measure of the percentage of time a bank is available
to users for its e-payments and digital banking services.
The Bank ranked No.Tamong Philippine banks included
in the 2023 ASEAN Bank Stability Report, which informs
businesses, partners, and end users on the infrastructure
reliability of the banks they trust.

In addition to its excellent uptime performance,
RCBC also accomplished the following IT support
initiatives in 2023:

e Completion of Network Infrastructure Upgrade project.
This provided for a more robust and modern network
infrastructure to support the exponential growth in
digital channels, enabling faster and more reliable
digital services.

e Expanded and secured API Ecosystem. The Bank
developed and deployed APIs for more secure and
easier onboarding of third-party partners, introducing
new billers and merchants to RCBC customers.

e Automated back-office processes using robotics.
RCBC applied Robotic Process Automation to
its back-office and automated manual tasks,
contributing to operational efficiency, allowing
for quicker service times to customers, and freeing
up time for RCBC Bankers to perform higher-value
tasks such as customer servicing.

Data Science and Analytics

The Bank focuses on leveraging data science and analytics
to deeply understand its various customer segments
and personalize Bank communications. To promote a
culture of continuous innovation, it treats innovation
as a key performance indicator of each of its units.
This fosters the development of cutting-edge solutions
to address customer pain points and improve
operational efficiency.

In addition, the Bank also implemented and
accomplished the following in 2023:

e Automated artificial intelligence (Al)/machine
learning credit scoring model. The implementation
of an automated credit scoring model to directly
address a key customer pain point of lengthy
processing times resulted in a more seamless and
efficient experience for applicants and improved
turnaround time for auto loan applications by 70%
versus the previous year.

e Enhanced personalization and email open rates.
By deploying machine learning models for
personalization, the Bank was able to increase
the rate of emails opened to double the industry
benchmark. This improved engagement metrics
demonstrates the effectiveness of targeted
communication  strategies in  reaching and
resonating with Bank customers.

e Innovative AIDE (Automated Intelligence Daily
Email) Tool. The RPA-powered initiative enables
frontline staff to make informed decisions and take
agile actions to improve performance, complementing
traditional  business intelligence  dashboards.
Since AIDE was implemented, the Bank was able to
deliver timely and personalized insights to over 900
business front liners via email on a daily basis.

Asset Management and Remedial

Utilizing online auction and other innovative marketing
initiatives enabled the Bank to post higher sales from the
disposition of Real and Other Properties Acquired (ROPA).
In 2023, the income from ROPA sales increased by
10% year-on-year while the sale of real estate properties
considerably grew by 9%.

The Bank's Asset Management and Remedial Group
was also able to exceed its 2022 performance in terms of
recovery and resolution of past due loans (PDL) and
non-performing loans (NPL) being handled by it, posting
a 20% growth in 2023. Income generated increased
by 207% in 2023. These were achieved through cash
collections and effective debt restructuring packages
originating from  well-negotiated and innovative
repayment schemes.
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Sustainability Impacts

at a Glance

RCBC helped fund projects that have made

environmental and social impacts.

Php98.1
billion

Eligible Green, Blue, and
Social Assets

o 944 MW
Total renewable energy

capacity

1,819,968 MWh

Total renewable energy
generated per year

977,211 tCO2e

Total emissions
avoided per year

Over

18,000
projects

in RCBC's 2023 Sustainable
Finance (SF) Portfolio

27%

Energy Use
Reduced/Avoided

56%

Water Use
Reduced/Avoided
1,984 tCO2e

Total emissions
avoided per year

242,214 MWh

Total energy
saved per year

98 MT
Plastics recycled

11,893 MT

Waste recycled/
composted
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Over

40%

of SF portfolio in

renewable energy and

energy efficiency projects

120
Total light
rail vehicles

9,471,761 km

Total passenger
rail track travelled

107,845,240

Total passengers
per year

5,371
Total hospital beds

7,262

Total children
vaccinated per year

4,989,100

Total patients treated

17,178,452 cubic meters
Total water supplied

per year

34,211 cubic meters
Total wastewater

treated per year

8,729 cubic meters

Total sewage sludge
treated and disposed
per year

112,543
Total students per year

558

Total vulnerable
students per year
provided with
scholarship/subsidies

730

Total loans extended to
qualified SMEs

152

Total loans extended to
SMEs led by women

103
Total loans extended

to SMEs with majority
women in workforce

17,870

Total affordable
houses financed
4,108

Total affordable /
economic housing
units constructed

572,279

Total members
served by cooperatives
per year

52,905

Total clients served by
rural banks per year

Php41.3 billion

Total approved loans
to women per year via
financing project and
rural banks

Php2.8 billion

Total approved loans
to low-income
borrowers per year
via financing project
and rural banks

Php1.2 billion

Total approved loans
to MSMEs via rural
banks
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Risk Governance Framework

The RCBC Group (the Group) recognizes that risk
is an inherent part of its activities, and that banking is
essentially a business of managing risks. The Group
views risk management as a value proposition imbued
with the mission of achieving sustainable growth in
profitability and shareholder value through an optimum
balance of risk and return.

This corporate risk philosophy further translates to the
following policy precepts:

e Prudential risk-taking and proactive exposure
management as cornerstones for sustainable
growth, capital adequacy, and profitability;

e Standards aligned with internationally accepted
practices and regulations in day to day conduct of
risk and performmance management; and

e Commitment to developing risk awareness across
the Group, promoting the highest standards of
professional ethics and integrity, establishing a
culture that emphasizes the importance of the risk
process, sound internal control, and advocating the
efficient use of capital.

The RCBC Group's Risk Governance Framework aims to:

e I|dentify, measure, control, and monitor the risk
inherent to the Group’s business activities or
embedded in its products and portfolios;

e Formulate, disseminate, and observe the corporate
risk philosophy, policies, procedures and guidelines;

e Guide risk-taking units in  understanding
and measuring risk-return profiles in  their
business transactions;

e Continually develop an efficient and effective risk
management infrastructure; and

e Comply with regulations on risk and capital
management.

T ISO 31000 enumerates 11 principles
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RISK MANAGEMENT PRINCIPLES'

Risk management is a dynamic activity. For risk
management to be effective, it needs to be practiced
within all layers of the organization. The Board of
Directors (BOD) expects the management of risk to be
guided by the following principles:

Principle 1: Risk management creates and protects value.

Risk management creates and protects value by
increasing the likelihood of achieving the organization'’s
objectives. It also creates and protects value as it results
in improving governance and control process,
compliance with regulations and effectiveness
and efficiency in the allocation of scarce capital
and resources.

Principle 2: Risk management is an integral part of all
organizational processes.

Risk management is not a standalone activity that
is separate from the main activities and processes of
the organization. Aside from ensuring profitability and
delivering shareholder value, risk management should
form part of the responsibilities of management.

Principle 3: Risk management is part of decision making.

To be effective, risk management should be part of the
decision-making process. Risk management should
help decision makers make informed choices, prioritize
actions and distinguish among alternative courses
of action.

Principle 4: Risk management explicitly addresses
uncertainty

In risk management, risk should not be viewed in a
deterministic manner. Rather, it should explicitly take
into account uncertainty, the nature of the uncertainty,
and how this uncertainty can be addressed.

Principle 5: Risk management is systematic, structured,
and timely.

Risk managementisa systematic, structured,and timely
process that contributes to efficient, consistent,
comparable, and reliable results. It is a rigorous process
that encourages everyone in an organization to assess
uncertainty in a structured and systematic manner, and
design mitigation strategies methodically.

Principle 6: Risk management is based on best available
information.

While risk management aims to assess and manage risk
in a forward-looking manner, it has to rely on the best
available information as of a specified predetermined
date. Examples of information sources that can be used
as inputs to the risk management process are:

Historical data

Past experience
Stakeholder feedback
Observation
Forecasts

Expert judgment

Principle 7: Risk management is tailored.

Risk managementis not a one-size-fits-all exercise. Each
banking organization has unique circumstances that
must be considered in designing the organization’s risk
governance framework and process. Risk management
should be aligned with the organization’s external and
internal context and risk profile.

Principle 8: Risk management takes human and cultural
factors into account.

The effectiveness of risk management processes, no
matter how sophisticated the designs are, still depends
on the commitment and capabilities of everyone in the
organization. Risk management considers the capabili-
ties, perceptions and intentions of external and internal
people that can facilitate or hinder achievement of the
organization’s objectives.

Principle 9: Risk management is transparent and inclusive.

To be effective, risk management should not be an
isolated activity. Everyone in an organization should be
involved. Risk management is relevant and up-to-date
if stakeholders and decision makers at all levels are
involved in an appropriate and timely manner.

Principle 10: Risk management is dynamic, iterative and
responsive to change.

Risk management should continually evolve and
recognize the dynamic environment in which the
banking organization operates in. As external and
internal events occur, context and knowledge change,
monitoring and review of risks take place. New risks
emerge, some evolve, some change, and some
disappear. Risk management should be
able to capture and calibrate its responses
to the changing nature of uncertainty.

Principle 11: Risk management facilitates continual
improvement of the organization.
Risk management should develop and implement

strategies to improve their risk management maturity
alongside all aspects of the organization.

RISK CULTURE?

There are four elements of a sound risk culture: tone
from the top, accountability, effective communication
and challenge, and incentives.

Tone from the Top

The BOD and senior management are expected to
establish a risk culture that represents an expectation
of values and conduct from all staff. This expectation
outlines what is expected from each individual in terms
of behavior and actions. The BOD expects all staff to
demonstrate exemplary conduct, act responsibly, fairly,
and with integrity towards clients, staff, and in the
communities in which we live and work.

The BOD expects all staff to:

Establish, monitor, and adhere to an effective
risk appetite statement

Have a clear view of the risk culture
Systematically monitor and assess the
prevailing risk culture and proactively address
any identified areas of weakness or concern
Promote through action and words, a risk
culture that expects integrity and a sound
approach to risk

Promote an open exchange of views,
challenge, and debate

Have mechanisms in place which help lessen
the influence of dominant personalities and
behaviors

Lead by Example

Systematically monitor and assess whether

the espoused values are communicated

and adhered to by management and staff

at all levels

Ensure that the risk appetite statement, risk

management strategy, and overall business

Adopt Corporate strategy are clearly understood and embraced
Values by management and staff at all levels and

effectively embedded in the decision-making

and operations of the business

Establish a compensation structure that

supports the institution's espoused values

and promotes prudent risk-taking behavior

Demonstrate a clear understanding of the
quality and consistency of decision-making
throughout the business, including how
decision-making is consistent with the
Group's risk appetite and risk strategy

Have a clear view on the business lines
considered to pose the greatest challenges
to risk management and these are subject to
constructive and credible challenge about
the risk-return balance

Systematically monitor how quickly issues
raised by the Board, supervisors, internal audit,
and other control functions are addressed

by management

Develop
Common
Understanding
and Awareness
of Risk

Establish processes to ensure that failures
or near failures in risk culture are reviewed
at all levels of the Group and are seen as
opportunities to strengthen the Group's
risk culture and make it more robust

Learn from
Risk Culture
Failures/
Mistakes

2 Financial Stability Board (FSB), 2014. “Guidance on Supervisory Interaction with Financial Institutions on Risk Culture: A Framework for Assessing Risk Culture”
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Risk Management

Accountability

The BOD and senior management should ensure that
employees are held accountable for their actions and
are aware of the consequences of not adhering to the
desired behavior toward risk. There should be a clear
delineation of responsibilities with regard to monitoring,
identification, management, and mitigation of risk.
Employees at all levels should understand the core
values of the Group's risk culture and its approach to
risk, be capable of performing their prescribed roles,
and be aware that they are held accountable for their
actions in relation to the Group's risk-taking behavior.

Clear expectations should be set with respect
to monitoring, reporting, and responding to
current and emerging risk information across
the institution, including from the lines of
business and risk management to the BOD
and senior management. Mechanisms
should be in place for the lines of business

to share information on emerging and
unexpected risks.

Employees are held accountable for their
actions and are aware of the consequences
for not adhering to the desired risk
management behavior.

Risk Ownership

Escalation processes should be
established and used with clear
consequence for non-compliance with

risk policies and escalation procedures.
Employees should be aware of the process
and believe that the environment is open
to critical challenge and dissent. These
mechanisms should be established for
employees to raise concerns when they feel
discomfort about products or practices.
Whistleblowing should be proactively
encouraged and supported by the BOD
and senior management.

Escalation
Process

Consequences should be clearly established,
articulated, and applied for the business

lines or individuals who engaged in excessive
risk-taking relative to the risk appetite
statement. Breaches in internal policies,
procedures, and risk limits and non-adherence
to internal codes of conduct should impact

an individual's compensation and
responsibilities or affect career progression,
including termination.

Effective Communication and Challenge

A sound risk culture promotes an environment of
effective  communication and challenge in which
decision-making processes promote a range of views,
allow for testing of current practices and stimulate a
positive, critical attitude among employees and an
environment of open and constructive engagement.

A sound risk culture must encourage transparency

andopendialogueinorderto promote the identification
and escalation of risk issues.
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Alternative views or questions from individuals
and groups are encouraged, valued and
respected, and occur in practice. Senior
management should have mechanisms in
place to ensure that alternate views can be
expressed in practice, and should request
regular assessments of the openness to
dissent at all layers of management involved
in the decision-making process.

Open to
Alternative View

The Chief Risk Officer and risk management
function (RMG and CMG) share the same
stature as the lines of businesses, actively
participating in the Senior Management
Committee, and proactively involved in all
the relevant risk decisions and activities. They
should have appropriate access to the BOD
and senior management.

Compliance, legal, and other control functions
should have sufficient stature, not only to

act as advisors, but also to effectively exert
control tasks with respect to the institution's
risk culture.

Stature of Risk
Management

Incentives

Financial and non-financial incentives should support
the core values and risk culture at all levels of the Group.
Performance and talent management should encourage
and reinforce maintenance of the institution’s desired
risk management behavior. Remuneration systems
should reward servicing the greater, long-term interest
of the Group and its clients. Risk management and
compliance considerations should have sufficient status
in driving compensation, promotion, hiring, and
performance evaluation.

Remuneration and performance metrics
should consistently support and drive the
Group's desired risk-taking behavior, risk
appetite, and risk culture. Annual performance
reviews and objective-setting processes
include steps taken by the individual to
promote the Group's desired core values,
compliance with policies and procedures,
internal audit results, and supervisory findings.

Remuneration
and Performance Incentive compensation programs
systematically include individual and group
adherence to the Group's core values and risk
culture, including:

o Treatment of clients;

o Cooperation with internal control

functions and regulators;
o Respect for risk exposure limits; and
o Alignment between performance and risk.

Understanding key risks and essential
elements of risk management and the culture
of the organization is a critical skill for senior

Talent employees. These should be reflected in the
Development development plans for employees. Succession
and planning processes for key management

Succession positions include risk management
Planning experience and not only revenue-based

accomplishments. Training programs are
available for all staff to develop risk
management competencies.

RISK APPETITE FRAMEWORK?

The Risk Appetite Framework (RAF) is the overall
approach, including policies, processes, controls and
systems, through which risk appetite is established,
communicated and monitored. It includes a risk
appetite statement, risk limits and an outline of the
roles and responsibilities of those overseeing the
implementation and monitoring of the RAF.

At the highest level, Executive Management and the
Board need to have a solid understanding of the risks
the firm as a whole is taking. A key weakness that has
disastrous effects, as evidenced by financial crises, is a
disparity between the risks that a firm takes and those
thatitsBoardperceivesthefirmtobetaking“ Supervisors
see insufficient evidence of active Board involvement
in setting the risk appetite for firms in a way that
recognizes the implications of that risk-taking® It is
critical that the Chief Executive and Board members
understand and consider the risk appetite and the
risks being taken for the potential returns in evaluating
major business decisions.

Management and the Board must know beforehand
the firm's capacity for risk-taking, the previously
specified amount of different risks they want the firm to
take and the current and targeted risk profile relative to
the desired level and capacity — to be able to evaluate
and take action. This is — in essence — what a risk
appetite framework does for an organization.
Information needs to flow up to the Board and be
presented in a timely way that drives decision making.

A fully functioning risk appetite framework establishes
a firm-specific quality and style of internal commmunication
that enables risk messages to feed up the organization
from the people who take or manage risk.

Conscious Risk-Taking

No business can thrive without taking on risks. A key
benefit of deploying a risk appetite framework is that
these risks are identified and quantified in a structured
way that relates them to the firm's business objectives
and strategy.

The trade-offs between risk and rewards in a risk
appetite framework are made upfront, in a conscious
attempt to decide the right calibration, and at a
firm-wide level.

A risk appetite framework ensures that risk-taking
is specific, measured, and consistent within
established limits.

Joined-Up Risk Management

Beyond the benefits of breadth, a risk appetite
framework also provides depth to risk management
activities. It is the collective impact of risk-taking across
a firm that needs to be managed. This will always
require the coordination among various parts of a firm,
alignment between broader objectives and the more
specific objectives of business units or individuals, and
a translation between technical language of the risk or
product specialist and the more general firm-specific
risk appetite language.

Deloitte, 2014. “Risk Appetite Frameworks: How to Spot the Genuine Article”
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This is where risk appetite frameworks come to the fore.
First, they facilitate top-down direction from the Board
via the cascading of risk appetite statements and their
ongoing monitoring and control — in a risk appetite
language that is meaningful to everyone. Second,
they rely on bottom-up information and insight from
the businesses and control functions through the
calibration of risk appetite limits and triggers, as well
as the reporting of risks and the risk profile versus
risk appetite.

Drivers of Quality Risk Management

To have an effective risk appetite framework® the
following must be present:

e A strong, independent risk function that has
the confidence of its convictions and the internal
clout to design, build, launch and embed risk
language and concepts across the firm; the risk
personnel need to be good at reaching out to their
colleagues in the business lines and advocating the
risk appetite perspective.

e A sponsor at the executive level who has enough
authority to make risk appetite the way the firm
approaches risk. Without senior buy-in from a
President/Chief Executive Officer or Chief Risk
Officer, risk appetite will wither on the vine.

e Arobust process to aggregate risk — Risk definitions
are uniformly understood across the firm. The people
and processes that identify and aggregate risk need
to be of high caliber to support completeness of
coverage and this should cover financial and
non-financial risks;

e A well-established methodology to produce risk
adjusted metrics (with the active buy-in of both
the finance and risk departments) so that the risk
appetite perspective takes root outside of the risk
department.

e A good capacity for change management, since
embedding risk appetite requires some deep-seated
changes to be made to the way a lot of people go
about their jobs;

e A culture within a firm that enables free flow of
information up and down the hierarchy. The bosses
are not afraid to hear bad news, nor do the business
units water down messages for fear of giving offense.

e A culture that weaves risk considerations into
the rest of the firm in such things as business
strategy, capital planning, day-to-day risk-taking
by the business, governance and the design of
remuneration plans.

Senior Supervisors Group (SSG), 2009. “Risk Management Lessons from the Global Banking Crisis of 2008"
As noted of some firms during the 2008 financial crisis, by the Senior Supervisors Group (SSG)
Financial Stability Board (FSB), 2013. “Principles for an Effective Risk Appetite Framework”
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Risk Management

Risk Appetite Statement

Risk appetite is the amount of risk the RCBC Group
is willing to take in pursuit of its strategic objectives,
reflecting its capacity to sustain losses and continue to
meet its obligations under normal as well as adverse
circumstances.

The Group's risk appetite statement is approved by
the BOD and forms the basis for establishing the risk
parameters within which the businesses must operate,
including risk management policies, and limits.

The Group defines its risk appetite in terms of volatility
of earnings, the maintenance of adequate capital
buffers, and the assessment by the regulator.

The Group recognizes that risk is an inherent part of its
activities, and that banking is essentially a business of
managing risks. It aims to achieve sustainable growth
in profitability and shareholder value through an
optimum balance of risk and return.

The Group shall take on risk prudently and manage
exposures proactively for the purpose of sustainable
growth, capital adequacy, and profitability. It shall
be aligned with internationally accepted standards,

practices, and regulations in the day to day conduct of
risk and performance management.

The BOD and senior management are committed to
developing risk awareness across the Group, promoting
the highest standards of professional ethics and
integrity, establishing a culture that emphasizes the
importance of the risk process, sound internal control,
and advocating the efficient use of capital.

The Group sets risk limits to constrain risk-taking
within its risk appetite, taking into account the inter-
est of customers and shareholders as well as capital
and other regulatory requirements.

The Group will not compromise adherence to its risk
appetite to pursue revenue growth or higher returns.

The Risk Oversight Committee shall oversee compliance
to the established risk appetite, risk management
policies, and limits.

Furthermore, the Group articulates its appetite for
specific risk types.

Risk Type

IT Risk

Definition

Risk of loss resulting from adverse outcome, damage,
loss, violation, failure or disruption associated with the
use of or reliance on computer hardware, software,
devices, systems, applications and networks.

Risk Appetite

The Group shall manage its computer hardware,
software, devices, systems, applications, and
networks to ensure that losses resulting from
their failure do not cause material damage to

its liquidity and capital position, and reputation.

Information Security
Risk

Risk of loss resulting from information security/cyber
security breaches.

The Group has zero tolerance for information
security/ cyber security breaches. It shall protect its
information assets to ensure that breaches

do not cause material damage to its liquidity

and capital position, and reputation.

Business Continuity
Risk

Risk of loss resulting from a prolonged interruption in
business operations.

The RCBC Group shall be able to resume

critical operations that are adversely affected

by disruption due to internal and external threats,
which may be natural, man-made or technical

in origin in a timely manner.

Regulatory Risk

Risk of loss arising from probable midstream
changes in the regulatory regime affecting current
position and/or strategy.

The Group shall be prepared for any changes
in regulations affecting its current position
and/or strategy.

Compliance Risk

Current and prospective risk to earnings or capital
arising from violations of, or non-conformance with, laws,
rules, regulations, prescribed practices, internal policies
and procedures, or ethical standards.

The Group shall comply with laws, regulations, rules,
related self-regulatory organization

standards, and codes of conduct applicable to

its banking activities. It has no appetite for
deliberately or knowingly incurring a breach

of the letter or spirit of regulatory requirements.

RISK APPETITE FOR SPECIFIC RISK TYPES

Risk Type

Credit Risk

Definition

Risk of loss arising from counterparty's failure to meet
the terms of any contract with the bank or otherwise
perform as agreed. Credit risk is found in all activities
where success depends on counterparty, issuer, or
borrower performance. It arises anytime funds are
extended, committed invested, or otherwise exposed
through actual or implied contractual agreements,
whether reflected on or off the balance sheet. Credit risk
is not limited to the loan portfolio.

Risk Appetite

The Group shall only engage with counterparties
that are foreseen to be able to meet the terms of
the contract or perform as agreed. The Group shall
manage credit risk in its portfolio and activities to
ensure that credit risk losses do not cause material
damage to the Group's liquidity and capital position.

Credit Concentration
Risk

Risk of loss arising from excessive credit exposures to
individual borrower, groups of connected counterparties
and groups of counterparties with similar characteristics
(e.g., counterparties in specific geographical locations,
economic or industry sectors) or entities in foreign
country or a group of countries with strong interrelated
economies.

The Group shall not be overexposed to specific
industries, borrowers, counterparties, or groups,
where the risk of loss has not been considered and/or
mitigated. It shall manage credit concentration

risk in its portfolio to ensure that credit risk losses

do not cause material damage to its liquidity and
capital position.

Market Risk

Risk to earnings or capital arising from adverse
movements in market factors that affect the value

of instruments, products, and transactions in the Bank's
trading book portfolio, both on- and off-balance sheet.

The Group shall manage market risk in its trading
portfolio and activities to ensure that losses arising
from adverse movements in market prices do not
cause material damage to its net income and
capital position.

Interest Rate Risk in the
Banking Book

Current and prospective risk to earnings and capital
arising from adverse movements in the interest rates
that affect the Bank's banking book positions.

The Group shall manage interest rate risk in its
banking book portfolio and activities to ensure

that losses arising from movements in interest rates
do not cause material damage to its net income
and capital position.

Liquidity Risk

Current and prospective risk to earnings or capital
arising from a bank’s inability to meet its obligations
when they come due without incurring unacceptable
losses or cost. Liquidity risk includes the inability

to manage unplanned decreases or changes in
funding sources.

The Group shall be able to meet its obligations when
they come due, under normal as well as adverse
circumstances, while ensuring compliance with
regulatory requirements. It shall manage its liquidity
position under extreme but plausible liquidity stress
scenarios without recourse to extraordinary central
bank support.

Operational Risk

Risk of loss resulting from inadequate or failed internal

processes, people and systems or from external events.

This definition includes legal risk, but excludes strategic
and reputational risk.

The RCBC Group shall control operational risks to
promote sustainable safe and sound operations and
ensure that operational losses are mitigated and do
not cause material damage to the Group's liquidity,
income, capital position and reputation. The Group
has a Medium residual risk tolerance to losses
arising from operational incidents or business as
usual activities.
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Money Laundering/
Terrorist Financing (ML/
TF) Risk

Risk of loss arising from a covered person’s failure to
prevent itself from being used as money laundering site
and conduit for the proceeds of unlawful activities as
well as financing the act of terrorism.

The Group has zero tolerance for any involvement in
money laundering and terrorist financing

activities. It shall manage ML/TF risk to avoid

any involvement in money laundering and

terrorist financing activities.

Fraud Risk (Internal &
External)

Risk of loss resulting from falling victim to activities
involving internal and/or external fraud.

The Group shall manage fraud risk to ensure that
losses resulting from activities involving internal and/
or external fraud do not cause material damage to
its liquidity and capital position, and reputation. It
has zero tolerance for any incident involving internal
fraud, or any inappropriate conduct by a member of
staff or by any Group business.

Legal Risk

Risk of loss resulting from uncertainty of legal
proceedings that the Bank is currently or expected
to be involved in.

The Group shall manage legal risk to ensure that
losses arising from legal proceedings do not cause
material damage to its liquidity and capital position,
and reputation.

Human Resource Risk

Risk of loss arising from non-compliance with the
Human Resources policies including Code of Conduct.

The Group has adequately disseminated its Human
Resources policies and Code of Conduct to all its
employees. As such, it has very low tolerance for
non-compliance to ensure that ensuing losses do not
cause material damage to the Group's operations,
business, strategy and reputation.

Third Party Risk

Any risk associated with engaging a third party in the
context of providing a service or product to a client (the
second party). It isan umbrella term covering several
potential risk types depending on the product or service,
the third party and the nature of the engagement /
relationship

The Group will manage third party risk within the
respective appetite of the ensuing risk/s brought
about by engaging a third party and by regular
evaluation and monitoring of the risk profiles

of third parties.

Strategic Risk

Current and prospective impact on earnings or
capital arising from adverse business decisions,
improper implementation of decisions, or lack
of responsiveness to industry changes and other
external developments.

The Group shall only pursue strategies whose
foreseeable risks have been considered and/or
mitigated. It shall manage strategic risk to ensure
that there is no material damage to its liquidity
and capital position, and reputation.

Reputational Risk

Risk to earnings, capital, and liquidity arising from
negative perception on the Bank of its customers,
shareholders, investors, and employees, market analysts,
the media, and other stakeholders such as regulators
and other government agencies, that can adversely
affect the bank's ability to maintain existing business
relationships, establish new businesses or partnerships,
or continuously access varied sources of funding.

The Group has very low tolerance for engaging in
any business activity where foreseeable reputational
risk or damage has not been considered and/or
mitigated. It shall protect its reputation to ensure
that there is no material damage to the Group.

Environmental and
Social (E&S) Risk

Risk of potential financial, legal, and/or reputational
negative effect of E&S issues on the bank.

The Group shall promote sustainable practices
that will minimize negative environmental, social
and reputation impact of the Bank's financing
activities and its clients' operation. It shall mitigate
negative impact on the environment and affected
communities, and enhance positive sustainable
development impact.
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Risk Management
Risk Limits

Risk Limits are quantitative measures based on
forward-looking assumptions that allocate the Group's
aggregate risk appetite statement to business lines,
subsidiaries as relevant, specific risk categories,
concentrations, and other levels as deemed
appropriate. Some of the Risk Oversight Committee’s
expectations when Management sets risk limits are
as follows:

e Risk limits should be set at a level to constrain risk-
taking within the approved risk appetite, taking into
account the interest of customers and shareholders
as well as capital and other regulatory requirements,
in the event that a risk limit is breached and the
likelihood that each material risk is realized.

e Risk limits should be established for business lines
and subsidiaries, and generally expressed relative to:

Earnings

Capital

Liquidity

Other relevant measures, e.g. growth and liquidity

0O 00O

e Risk limits should include material concentrations at
the group-wide, business line and subsidiary levels.

e Risklimitsshould not be strictly based on comparison
to peers or default to regulatory limits.

e Risk limits should not be overly complicated,
ambiguous, or subjective.

e Risk limits should be monitored regularly.

RISK GOVERNANCE

The Risk Governance Framework of the Group
follows a top-down approach: the BOD takes ultimate
accountability for the risks taken, setting the tolerance
level for these risks, business strategies, operating
budget, policies, and overall risk philosophy.

In the interest of promoting efficient corporate
governance, the BOD constitutes committees
to perform oversight responsibilities.  These
committees perform oversight functions in the area
of risk policy formulation, decision-making, and risk
portfolio management.

BOARD OF DIRECTORS

Executive Risk Oversight AML Audlt'and
) ) ) Compliance
Committee Committee Committee :
Committee

BOARD OF DIRECTORS (BOD)

The BOD ensures that the Group's corporate objectives
are supported by a sound risk strategy and an effective
risk governance framework that is appropriate to the
nature, scale, and complexity of its activities. It provides
effective oversight of senior management’s actions to
ensure consistency with the risk strategy and policies,
including the risk appetite framework.

The BOD:

e Sets policies, strategies and objectives and oversees
the executive function

e Sets the risk appetite and ensures that it is reflected

in the business strategy and cascaded throughout
the organization
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e Establishesand oversees an effective risk governance
and organizational structure

Board Committees

Overall responsibility for risk management is with the
BOD. More specific responsibilities of the board-level
and management committees involved, and assisting
the BOD, in the risk process are provided below:

THE EXECUTIVE COMMITTEE

The Executive Committee has the authority to act
on matters as the BOD may entrust to it for action in
between BOD meetings. More specifically, it reviews
and approves loans and other credit-related matters,
investments, purchase of stocks, bonds, securities and
other commercial papers for the Bank.

THE RISK OVERSIGHT COMMITTEE (ROC)

The ROC supports the BOD with respect to oversight
and management of risk exposures of the RCBC parent
bank and subsidiaries (the Group). In this regard, the
ROC exercises authority over all other risk committees
of the Group, with the principal purpose of assisting the
Board in fulfilling its risk oversight responsibilities. The
ROC oversees:

e The risk governance framework. The ROC ensures
that an appropriate risk governance framework is in
place, and adopted (as appropriate) across all entities
of the Group.

e Adherence to risk appetite. The ROC oversees
compliance to established risk management policies
and limits. It ensures that the current and emerging
risk exposures are consistent with the Group's
strategic and overall risk appetite. It assesses the
overall status of adherence to the risk appetite
based on the quality of compliance with the limit
structure, policies, and procedures relating to risk
management and control, and performance of
management, among others;

e The risk management function. The ROC
is responsible for the appointment/selection,
remuneration, and dismissal of the Chief Risk Officer
(CRO). It also ensures that the risk management
function (RMG and CMG) has adequate resources
including personnel, systems, and other risk
management capabilities necessary for the
conduct of sound risk management, and effectively
oversees the risk taking activities of the Group.

e Capital planning and management. The ROC
reviews, evaluates, periodically assesses, and reports
to the BOD, the Group's Internal Capital Adequacy
Assessment Process (ICAAP), especially relating to:

o Current and projected capital and risk-weighted
asset levels and requirements;

o Capital allocation among risk-taking units of the
Group; and

o Perceived threats to capital adequacy arising from
both identified and unexpected risk factors

e Recovery plans. The ROC ensures periodic review of
the effectiveness of the risk management systems
and recovery plans. It ensures that implementation
is carried out on an enterprise-wide basis, and that
corrective actions are promptly implemented to
address risk management concerns.

THE ANTI-MONEY LAUNDERING BOARD COMMITTEE

The Anti-Money Laundering Committee is constituted
by the Board for the purpose of carrying
out its mandate to fully comply with the
Anti-Money Laundering Act, as amended, its
Revised Implementing Rules and Regulations
and the Anti-Money Laundering Regulations under the
MORB; and to ensure that Money Laundering/Terrorist
Financing risks are effectively managed. The AML
Board Committee has oversight on all AML-related
matters such as the implementation of the Bank's Anti
Money Laundering and Terrorist Financing Prevention
Program (MTPP), AML findings, PCA commitments,
alerts management, and CTRs & STRs. This Committee
also ensures that infractions are immediately corrected,
issues are addressed and AML training of directors,
officers, and staff are regularly conducted.

THE AUDIT AND COMPLIANCE COMMITTEE

The Audit and Compliance Committee is a board-level
committee constituted to perform the following core
functions:

e Oversight of the Bank’s financial reporting and
control and of internal and external audit functions.
This includes responsibility for the setting up of
internal audit and for the appointment of the
internal auditor as well as the independent external
auditor who both report directly to the Audit and
Compliance Committee.

e |Investigation of any matter within its terms of
reference, with full access to and cooperation by
management and full discretion to invite any director
or executive officer to attend its meetings and
adequate resources to enable it to effectively
discharge its functions.

e The review of the effectiveness of the institution’s
internal controls, including financial, operational and
compliance controls, and risk management, to be
conducted at least annually.

e Oversight of regulatory/compliance aspects.

Role of Parent Bank and Subsidiaries

The BOD and senior management of subsidiaries
are held responsible for effective risk management
processes at the subsidiary level and have appropriate
influence in the design and implementation of risk
management in the subsidiary. Conversely, the BOD
and management of the parent bank is responsible for
the risk management of the Group and must exercise
oversightoveritssubsidiarieswith appropriate processes
established to monitor the subsidiaries’ compliance to
the Group's risk management practices.

Three Lines of Defense Model

Notwithstanding its defined specific risk management
functions, the Group recognizes that the core banking
activity of managing risks is not the sole province of
RMG and CMG. It is rather a function that cuts across
the entire organization.

In the Three Lines of Defense model, management
control is the first line of defense in risk management,
the various risk control and compliance oversight
functions established by management are the second
line of defense, and independent assurance [or audit]
is the third. Each of these three lines plays a distinct role
within the organization's wider governance framework.”

Responsibilities

o Every employee is a risk officer; the day-to-
day management of all material risks is the
responsibility of all bank personnel.

e Business lines and support units:

o know our customers well and are best
placed to act in both customers’' and
RCBC's best interests;

o own the risks and are responsible for
identifying, monitoring, and controlling
them to stay within appetite; and

o are responsible for promoting
a culture of compliance and control.

1t Line:
Business Lines
& Support Units

e Risk control owners for their respective
specialized risk types:

o monitor and facilitate the
implementation of effective risk
management practices by the 15t line;

o set standards by which the 1 line is
expected to manage risk, including
compliance with applicable laws,
regulatory requirements, policies,

2™ Line: and other relevant standards;
Risk & Control o develop and maintain policies,
Units standards and guidelines, set risk

appetite and limits;

o challenge the 1* line on effective risk
management, their inputs to, and
outputs from, the Bank’s risk
management tools; and

o oversee the optimization of
risk-reward trade-off.

e Scope of responsibilities is defined by risk
type, and not constrained by functional/
business/organizational boundaries

e Auditors:

o evaluate the effectiveness of the risk
governance framework (design and
implementation); and

o provide an independent, objective
assessment to improve the
effectiveness of the first two lines
of defense.

3 Line:
Audit

15T LINE OF DEFENSE:
BUSINESS LINES & SUPPORT UNITS

The first line of defense is the risk-originating units of
the Bank, which are the business lines and support
units. They originate products and activities which
are the sources of risks. They are, therefore, in the best
position to addressriskissues at the onset. Businesslines
are expected to embed the risk governance framework
and sound risk management practices into their
respective standard operating procedures. It is the
responsibility of every level of management, in every
business or functional unit, under the oversight of the
BOD, to ensure that the risk management process
is performed. The establishment of a bank-wide
“independent risk management function” to assist
the BOD does not take away the responsibility for risk
management from the line business/functional units.
They must, therefore, adhere to all applicable policies,
procedures, and processes established by the risk
management function.

The management of credit risk, for instance,
encompasses the Group's various units involved in the
credit or lending cycle spanning origination, evaluation,
approval, implementation/account management,
and collectionfremedial management. Each stage of
the cycle is governed by a specific set of policies and
procedures.

7 Institute of Internal Auditors, 2013. “The Three Lines of Defense in Effective Risk Management and Control”
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The same is true with the management of market,
interest rate, and liquidity risks. As a general principle,
risk-taking units (e.g., Trading, Investment, and Liquidity
desks) are themselves risk managers, and are therefore
expected to recognize and identify the risks attributed
to various traded instruments, investment outlets, and
counterparties. Moreover, they are expected to exercise
risk control via observance of trading and/or investment
rules, and compliance to risk limits set by regulation
and those internally approved and set by the BOD. Risk
control units (e.g., Treasury back office, Settlements) on
the other hand are reposed with the responsibility of
being the second line of defense.

The management of operational risk, too, is the
responsibility of all Group personnel, with all units of the
Group effectively becoming stakeholders in the ORM
Framework. In addition to the ORM tools employed
by the Group, operating manuals and policies relating
to people, process, and systems management are in
place and are supplemented by the Group's risk-based
internal audit process.

2"° L INE OF DEFENSE:
RISK & CONTROL UNITS

The second line of defense are the control functions;
independent of the first line. The second line is
responsible for developing and implementing a policy
framework that reduces or eliminates preventable risks,
and reduces the likelihood and impact of strategic and
external risks. The second line of defense must:

e |dentify, monitor, and escalate risk issues to the Chief
Risk Officer;

e Oversee and challenge first line risk-taking activities
and review first line risk proposals; and

e Set risk data aggregation, risk reporting, and data
quality requirements.

Risk Types

Risk types are risks that are inherent in our strategy and
business model. These risks are managed by distinct
risk type frameworks.

Risk Type 2" Line Ownership

1. Credit Risk Credit Management Group

2. Credit Concentration Risk Credit Management Group

3. Market Risk Risk Management Group

4. Interest Rate Risk in the

Banking Book Risk Management Group

5. Liquidity Risk Risk Management Group

6. Operational Risk Risk Management Group

7. Strategic Risk Corporate Planning Group

8. Reputational Risk Risk Management Group

9. Environmental and

Social (E&S) Risk Risk Management Group
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Operational Risk Subtypes

At the enterprise level, the Operational Risk Management
function under RMG has overall responsibility for
operational risk as Risk Control Owner in the 2nd line of
defense. However, the broad scope of operational risk
requires subject matter expertise and specialization in
areas such as: IT, compliance, ML/TF, fraud, legal, among
others. These specialized areas are categorized as
operational risk subtypes. The Risk Control Owners
responsible for these subtypes have the same level
of authority and responsibility for setting risk
management standards as all other Risk Control
Owners. They are not subordinated to the Operational
Risk Management function. The Operational Risk
Management function collaborates with all Risk Control
Owners to ensure risk management standards are
applied consistently.

Operational Risk Subtype

2" Line Ownership

11T Risk Risk Management Group

2. Information Security Risk Risk Management Group

3. Business Continuity Risk Risk Management Group

4. Regulatory Risk Regulatory Affairs Group

5. Compliance Risk Regulatory Affairs Group

6. ML/TF Risk Regulatory Affairs Group
7. Fraud Risk Risk Management Group
8. Legal Risk Legal Affairs Group

9. Human Resource Risk Human Resources Group

10. Third Party Risk Risk Management Group

3R LINE OF DEFENSE: AUDIT

The third line of defense is internal audit. Internal
audit reviews the effectiveness of risk management
practices. It confirms the level of compliance,
recommends improvements, and enforces corrective
actions when necessary.

Risk Management Function

The following functions support the above-mentioned
committees and are an integral part of the risk organi-
zation of the Bank:

RISK MANAGEMENT GROUPS

Supporting the ROC in carrying out its mandate are
the Risk Management Group (RMG) and the Credit
Management Group (CMQG).

Administratively and functionally, enterprise risk
management follows the “centralized risk monitoring —
decentralizedriskmanagement”approach.Theriskunits
in the subsidiaries implement the risk management
process individually, and report to their respective
risk committees.

The Parent Bank's risk management groups implement
the risk management process in the parent and
consolidate the risk MIS from the various subsidiary
risk units for a unified risk profile that is presented
to the ROC.

The risk management groups are responsible for
overseeing the risk-taking activities across the Group,
as well as in evaluating whether these remain
consistent with the Bank's risk appetite and strategic
direction. It ensures that the Risk Governance
Framework remains appropriate relative to the
complexity of the Bank's risk-taking activities.
The risk management groups are responsible for
identifying, measuring, monitoring, and reporting
risk on an enterprise-wide basis. They directly report
to the ROC. Personnel in the risk management groups
have knowledge and technical skills commensurate
with the Bank's business activities and risk exposures.

The Risk Management Group (RMG)

CHIEF RISK OFFICER

SusiEinasle Market and Operational B - Information
" Liquidity Risk Risk prt Security
Finance Fraud Risk
Management Management Governance
Chief Risk Officer

The Chief Risk Officer (CRO) has sufficient stature,
authority, and seniority within the Bank. He is independent
from executive functions and business line
responsibilities, operations and revenue-generating
functions, and has access to such information as he
deems necessary to form his judgment. The CRO
has direct access to the BOD and the ROC without
any impediment. He serves on a full-time basis and
functionally reports to the ROC.

Responsibilities of the CRO: The CRO has the broad
and exclusive responsibility for all risk issues. The CRO
performs the critical executive function relating to risk
management. The CRO adequately communicates
the risk assessment to the BOD and facilitates sound
board-level risk decisions. The CRO is responsible
for overseeing the risk management function and
supporting the BOD in the development of the risk
appetite and risk appetite statement of the Bank
and for translating the risk appetite into a risk limits
structure. The CRO likewise proposes enhancements
to risk management policies, processes, and systems
to ensure that the Bank's risk management capabilities
are sufficiently robust and effective to fully support
strategic objectives and risk-taking activities.

The following are the major risk management divisions
and departments under RMG.

CHIEF SUSTAINABILITY OFFICER
AND SUSTAINABLE FINANCE DIVISION HEAD

Sustainable Asset

Portfolio Analytics Y

Sustainable Lending

Sustainable Finance Division: The Chief Sustainability
Officer (CSQO) is tasked to lead and oversee the Bank's
sustainability efforts and harmonize such with
different groups and subsidiaries of the Bank. The CSO
also serves as the Head of Sustainable Finance Division
(SFD) which primarily handles credit risk mitigation,
capitaladequacy measurement, regulatory compliance,
and E&S risk mitigation functions. Credit risk mitigation
falls under Independent Credit Review which was
created in line with the requirements of BSP Circular
855 on credit review process. This is complemented
by activities involving measurement and monitoring
of BSP requirements on lending, capital adequacy,
back testing, model performance review, and stress
testing, allofwhich are handled by the Portfolio Analytics
Department.

E&S risk mitigation is handled by the Sustainable Asset
Management and Sustainable Lending Departments
which are tasked to implement RCBC's Sustainable
Finance Framework and Environmental and Social
Management System (ESMS) Policy, respectively.
Thisisin support of MORB Section 153 and of the Bank's
commitment to uphold E&S responsibility in all its
business activities. Regular SFD updates are submitted to
the ROC. SFD contributes to risk portfolio management
and attainment of financial sustainability through
the assessment of the Bank's overall portfolio quality
in terms of credit risk, capital adequacy, regulatory
compliance, and E&S impact.

MARKET AND LIQUIDITY RISK MANAGEMENT
DIVISION HEAD

Market Risk Liquidity Risk

Market and Liquidity Risk Management Division:
The Market and Liquidity Risk Management Division
(MLRMD) is primarily tasked with the development
and implementation of market risk, liquidity risk, and
IRRBB policies and measurement methodologies,
recommending and monitoring compliance to risk
limits, and reporting the same to the appropriate
bodies. It regularly reports to the ROC and the Asset
& Liability Committee (ALCO) activities relevant to
market risk, liquidity risk, and IRRBB management
of the Group.

OPERATIONAL RISK MANAGEMENT DIVISION HEAD

Business Renuiciiensl ik Business Trust &
Operational Risk P Resiliency Insurance Risk

Operational Risk Management Division:

The Operational Risk Management Division (ORMD) was
created to ensure that operational risks are managed
at an enterprise level, the systems and processes
used to manage these risks are effectively
implemented, and that management of these risks is
embedded in the Group's processes.

ORMD is tasked to ensure implementation of the
Operational Risk Management Framework (ORMF)
across the GCroup; and to develop an appropriate
operational risk management environment where
operational risks are identified, assessed, reported,
monitored, and controlled/mitigated. It is also expected
to identify and recommend mitigants for emerging risk
types, and to promote and maintain quality operational
risk programs and infrastructure. ORMD also ensures
the timely and quality renewal of institutional-wide
insurance policies to protect the Bank against unexpected
and substantial unforeseeable losses.

ORMD, through the Business Resiliency Department
(BRD) is responsible for ensuring the Bank's capability
to plan and respond to incidents and business
disruptions and enable the continuity of key business
operations at predefined acceptable levels.

ORMD, through the Reputational Risk Department
(RRD), provides the processes and methodologies
designed to protect the clients via the Bank's Financial
Consumer Protection Assistance Mechanism (FCPAM),
Consumer Protection Framework and Reputational
Risk Framework.

To facilitate implementation of ORM tools in the various
business lines of both the parent bank and its subsidiaries,
various officers are deputized and serve as embedded
Deputy Operational Risk Officers (DORO), Consumer
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Assistance Officers (CAO) and Business Continuity
Planning (BCP) Leaders. A DORO, CAO or BCP Leader
functions as ORMD's liaison to and implementation
arm in the various business units for Operational Risk,
Reputational Risk and Business Resiliency, respectively.

ENTERPRISE FRAUD RISK DIVISION HEAD

Investigation
and Resolution

Enterprise Fraud Risk Division: The Enterprise Fraud
Risk Department (EFRD) is tasked to ensure proper
observance of the fraud management program

(i.e, prevention, detection, investigation and
escalation, containment and recovery, analysis and
recommendation), and provide a  high-level

Enterprise-wide Fraud Risk Management Framework
and its corresponding policies and standards.
This serves as the basis upon which the Business,
Operations and Support units will develop
their own specific procedures and guidelines that
will operationalize the controls to mitigate fraud
risks that are inherent in their day-to-day activities.

EFRD also conducts periodic analysis of all fraud
incidents and losses, creates rules/parameters for
monitoring, investigates fraud cases, and determines
current and emerging fraud risk trends which are
reported to the BOD, through the ROC, and to
the Management, thereby assisting them to make
well-informed fraud risk management decisions.

INFORMATION SECURITY GOVERNANCE DIVISION HEAD

Information Security Risk  Risk Management Systems IT Security Governance

Information Security Governance Division:
The Information Security Governance Department
(ISCGD) deals with all aspects of information whether
spoken, written, printed, electronic, or relegated to any
other medium regardless of whether it is being created,
viewed, transported, stored, or destroyed. This covers
all business units, branches/offices, and subsidiaries,
both domestic and overseas, third party institutions,
and individuals. ISGD also performs oversight on data
governance.

The ISCD istasked to ensure compliance with regulatory
requirements set forth by the regulating bodies and
laws in the areas of information security and electronic
banking services. The department monitorsand ensures
that policies, procedures, and standards in managing
information security, technology risk, and data
governance are observed across the Group. It also
oversees and is part of the process for detecting,
analyzing, and responding to any information security
incident. ISGD also keeps the senior management and
BOD apprised on information security risks.

ISCGD executes an Information Security Strategic Plan
(ISSP) and Information Security Program (ISPr) aligned
withthebusinessobjectivesoftheCroup. Thedepartment
also establishes governance-specific policies, standards,
and procedures for information security risk
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Special Cases Investigation  Detection and Monitoring

management, conducts trainings and issues advisories
toincreaseinformationsecurityawareness,and performs
the Information Security Risk Assessment (ISRA) and
Information Security Annual Certification (ISAC) for
the whole Group to manage, identify, and address
information security risks.

The Credit Management Group (CMG)

The Credit Management Group (CMQ) focuses on
the providing operational and front-end aspect of the
credit cycle.

CHIEF CREDIT OFFICER

Commercial Loan Consumer Loan
Evaluation Evaluation
(Corporate & Middle (Credit Acceptance,
Market Credit Review) Credit Investigation,

Credit Appraisal)

Credit Policy & Asset
Quality Management
(Asset Quality, Credit
Policy, Credit Process &
Reengineering)

As the 2nd line of defense, CMGC achieves its
mandate through:

1. Setting up of credit policies and guidelines that
standardize lending principles across units (consumer
and business lending)

2. Involvement of credit analysts in area of lending
that cannot be automated via straight through
processing (STP)

a. Consumer Loans. Credit analysts continue to be
involved in the execution of required policy and
procedures defined for credit checks done on
each customer. This will eventually evolve into
exception handling for accounts that cannot be
processed via STP.

b. Business Loans. Credit analysts corroborate with
relationship managers (RMs) in setting-up credit
proposals for customers, ensuring all aspects of
credit as required by policy are included. CMG
is expected to articulate unresolved issues (with
the RM) that final approvers can decide on.

3. Providing reasonable assurance to stakeholders on
the quality of the Bank's loan books through:

a. Monitoring and reporting of the Bank's asset quality
with adoption of an early warning framework

b. Calibration of existing policies, guidelines and
procedures as necessary

c. Supporting the RMs in developing strategies to
effectively minimize delinquency flows

4. Ensuring that the Bank is adequately provisioned
across its lending portfolio.

CREDIT RISK

Risk Assessment

Credit risk is the risk of loss arising from counterparty’s
failure to meet the terms of any contract with the bank
or otherwise perform as agreed. Credit risk stems from
the probability that the borrower, issuer or counterparty
in a transaction may default and cause potential loss
to the Group, as it is exposed to risk as a trading
counterparty to dealers and customers, as direct lender,
and as a holder of securities.

The assessment of this risk, in relation to its impact
on capital adequacy, is governed by the Standardized
Approach, as prescribed under Basel Il and by BSP
Circular 855.

The Bank uses a credit risk rating system that permits
credit analytics and qualitative features that
accommodate expert judgment when assessing
credit worthiness. Following the Group's efforts to align
with international best practice, the Bank, since 2013,
has been using the following Standard and Poor's
(S&P) Scorecards:

e Generic Corporate Scorecard: General framework
for corporate borrowers regardless of industry

e Utilities Suite: Scorecards covering Power (Electricity,
Gas, Power), Generation, Transmission, Distribution

e Real Estate Developer: Scorecards covering Real
Estate entities engaged in Diversified Development
and Sale, and Buying and Selling of a portfolio of Real
Estate assets

e Small & Medium Enterprise: Scorecard for borrowers
classified as Small or Medium

e Overlays: Parent-Subsidiary and Multi-Activity and
Holding Company

e Financial Institutions: Scorecard for banks

The S&P scorecards are a formalization of the S&P
rating methodology. By applying the same principles
of assessing credit-worthiness, the scorecards leverage
on S&P's extensive rating experience and over 30 years
of available default data, thus serving a need specific
to low default portfolios and institutions that may have
issues with the existence (or non-existence) of clean
historical credit and default data.

Relative to the COVID-19 pandemic, RCBC Unibank
has implemented modifiers that impact the final risk
rating of borrowers focusing on customer’s cash flow
together with behavior indicators, such as payments
and deposit pattern.

The Scorecards are designed to be used for:

1) the whole of corporate lending by RCBC Parent
and RCBC Leasing, 2) relevant portfolios assessed
by Treasury and Trust for investment purposes,
and 3) the SME portfolio of RCBC.

The general description of each rating grade s
as follows:

Extremely strong capacity to meet

AAA ] . ;
financial commitments

AA+

AA Very strong capacity to meet financial
commitments

AA-

At Strong capacity to meet financial

A commitments, but somewhat
susceptible to adverse economic

A- conditions and changes in circumstances

BBB+

Adequate capacity to meet financial
BBB commitments, but more subject to
adverse economic conditions

BBB-

BB+ Less vulnerable in the near-term but

BB faces major ongoing uncertainties to
adverse business, financial and

BB- economic conditions

B+ More vulnerable to adverse business,

B financial and economic conditions but
currently has the capacity to meet

B- financial commitments

CCC+ Currently vulnerable and dependent
on favorable business, financial and

cce economic conditions to meet

financial commitments

Lower than CCC Currently highly vulnerable

Following BSP Circular 855, the Group has set out to
subject all accounts to risk rating either on an individual
or collective basis.

Investment  securities likewise undergo credit
evaluation. The latter is initiated by the Treasury Group,
and later validated by the CMG. International ratings
play a major role in the determination of a security’s
acceptability.

For the Group's consumer loans portfolio, risk
assessment is performed on an individual borrower
for Credit Cards, Housing, Auto and Personal Loans.
The UniBank has adopted the use of TransUnion
credit scores alongside with the existing application
scorecards.

For Corporate Salary Loans, however, a rule-based set
of credit criteria on company accreditation and
borrower evaluation is used.

The assessment of the Group's exposure to credit risk is
also manifested in its loan loss/impairment provisioning
process. The total credit risk exposure of the Group,
net of provisioning, is detailed in Note 447 of the
accompanying Notes to Financial Statements.
The details of the Group's impairment testing exercise
are found in Note 16 of the NFS.
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Expected Credit Loss

The ECL framework is approached on a Group-wide
basis, with peculiarities depending on the portfolio and
asset classes being assessed.

The ECL is computed in line with the standard Basel
formulation of ECL = PD x LGD x EAD. Both the PD
and LGD parameters are based on the Croup’s credit
experience, while EAD is the outstanding loan balance
including contingent accounts at any given cut-off.
At least for the Parent Bank, the PDs are default
probabilities arising from its use of the S&P Scorecards,
whose performance is reviewed periodically. LGD on
the other hand is based on an analysis of 5-yrs worth of
recovery experience, taking into account both the
facility and collateral position at time of default, and the
recovery method employed.

In addition to the standard ECL formulation, an
Overlay methodology is likewise employed. Essentially,
an Overlay represents a forward-looking view of credit
that may be based on macroeconomic studies or other
bottom-up approaches that serve to modify any or all
of the variables used in ECL calculation. For the
UniBank's ECL framework, the overlay results in an
adjusted set of adjusted PDs, estimated via an analysis
of macroeconomic scenarios.

As the borrowers are settling into the ‘new normal’
following changes brought about by the COVID-19
pandemic, the UniBank has revisited their underwriting
processes and successfully managed to bring down its
delinquency rates. Following this, model validation
and redevelopment of the ECL Framework was
performed using updated default rates. The refreshed
ECL Frameworks shall be used by the UniBank from
January 2024 onwards.

RISK MONITORING AND REPORTING

The following table summarizes the various reports
produced by the Group to monitor its credit risk
exposures are summarized below:

ANNUAL REPORTS DESCRIPTION

Industry Exposure Report (IER) FDCU exposure breakdown
- FCDU as to industry

SEMI ANNUAL REPORTS DESCRIPTION

BSP’'s Uniform Stress Testing Program

Stress Testing of Credit Risk o Bamlke

Internal credit risk rating model
validation and backtesting of
probability of default

S&P Rating Model
Performance Review

Matrices that show actual
performance of the rating
system over time

Risk Rating Transition/
Migration and Analysis

QUARTERLY REPORTS DESCRIPTION

NPL Sectorial Analysis NPL by industry

Assessing the loan portfolio’s

Feritie o Siress Test g vulnerability to adverse events
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MONTHLY REPORTS DESCRIPTION

Computation of the required allowance
for credit losses and monitoring ade-
quacy of booked reserves

Expected Credit Loss

Credex and BSP code assignment
based on the specific reserves and
rating of account

Credit Exposure Report (CRE-
DEX)

Consolidated Status Reporting of Past

PEISE DS (REBRl Due Accounts as updated by RMs

) Report on past due, NPL and Net NPL
Nen-peiitenming Loans (HPL ¥ Ievelgnd ratio of the bank

NPL Movement Reason for movement of NPL

Monitoring of exposures per industry

Ielusiy BXpesUle Rt (1ER) against the internal limit

Monitoring of exposures to alcohol,
tobacco and gaming industries against
internal limit

Alcohol, Tobacco and Gaming
Exposures

Top 50 Borrowers
Top 50 Past Due Loans
Top 50 NPLs Monitoring of concentration risks
Top 50 Exposures
(Group/Individual)

Monitoring concentration risk per
Industry of consolidated RCBC,
RSB and RLFC Portfolios

Consolidated Industry
Exposure Report

Consolidated Top

Borrowers Report Monitoring concentration risks

These reports are disseminated to both the Group's
risk-taking units for guidance; and more importantly to
senior management and the ROC.

INDEPENDENT CREDIT REVIEW

Compliance with the credit review requirements of BSP
Circular 855 was strengthened through the creation
of the Independent Credit Review (ICR) function within
the RMG. The ICR covers the evaluation of credit
procedures, policy formation, and action plan monitoring.
The ICR’s assessment of the overall portfolio quality of
the bank seeks to contribute to Risk Portfolio Management
as governed by the ROC. Major credit risk issues or high
priority observations as defined in the ICR Manual are
reported periodically to the ROC, following discussions
with accountable groups in line with the requirements
of BSP Circular 855.

In 2023, two (2) ICR reports covering at least 75% of the
UniBank’s total loan portfolio were submitted to the
ROC. The over-all quality of the portfolio reviewed has
remained acceptable, although certain accounts were
identified as having vulnerability to recent adverse
news, credit risk, and facility risk as highlighted in the
second report for the year. This kind of assessment
of the Bank’s portfolio quality will continually be
implemented under the ICR. Monitoring of the
implementation of the revised credit risk rating and
more frequent reviews using Key Risk Indicators (KRIs)
under the Credit Management Group's new credit
monitoring and underwriting policy are also being
covered in the ICR.

COVID ADJUSTMENT — WHOLESALE BORROWING
CUSTOMERS

2020 Approach

The Bank at the height of the crisis postponed the use
of the internal credit risk rating in favor of a 5 color rating
of accounts. The Covid Assistance and Recovery (CARE)
Program was also launched as a means to provide
refinancing support to customers in good standing
prior to the crisis without affecting the customer's
credit standing.

The UniBank has put into play various mitigating
activities to manage its loan portfolio, focused on:
(1) identification of negatively impacted classes of
customers given the quarantine restrictions, and,
(2) launched the CARE Program.

Inidentifying negatively impacted wholesale customers,
customers in good standing as of March 2020 were
bucketed into five color categories:

e Green. Accounts who may not have been severely
impacted by the crisis, has sufficient liquidity to pay
off loans, and not too dependent on bank financing
to continue operating.

An account that may not have been severely
impacted by the crisis, continues to pay off any
amounts due, but has a pronounced need for
continued credit support.

e Amber Accounts. Account that may have been
moderately impacted by the crisis, and would need
refinancing support of >1year up to 2 years.

e Orange Accounts. Accounts that may have been
moderately impacted by the crisis, and would need
refinancing support of > 2 years.

e Red Accounts. Accounts that may have been
moderately impacted by the crisis, and would have
to resort to foreclosure or sale of assets to settle its
debt obligations.

Supporting the account classification is the CARE
Program, primarily designed to: (1) extend financial
assistance to customers by way of extended repayment
plans given cash flow tightness, and, (2) immediately
get the customer back into the habit of paying based
on amount(s) they can afford.

& Accounts with deposits higher than loan outstanding balance.

2021 Approach

With more than a year of implementation of the
assessment tools and guidelines of the CARE Program,
the indicators for the 5 colors were calibrated in
focused on assessing the customer’s cash flow together
with behavior indicators, such as, payment and
deposit patterns.

The has criteria changed from determination of color
category/rating based on tenor of refinancing package;
to determination of color category/rating based on
payment traction of the customer.

Also, customers who continue to service interest from
operations shall have a maximum color category of
Amber, and customers who have started paying off
principal amortization based on CARE on top of paying
interest from operations shall have a maximum color
category of Yellow.

2022 Approach

The country has transitioned to a “new normal”, with
the government gradually lifting border restrictions.
This helped the businesses slowly returning
to pre-pandemic levels in terms of production and
sales operations.

As the recovery continues, the Bank remains committed
to its customers through its COVID-19 Assistance and
Recovery (CARE) Program and learning from its 2-year
implementation: differentiated monitoring, quick
review, and revised approval strategy.

The Bank has also started integrating the 5-color
rating intothe S&P scorecard, as part of the efforts to shift
back to the standard process of credit monitoring
and underwriting.

CARE RATING | DESCRIPTION/KEY RISK INDICATORS | S&P RATING
BB+

Net Funds Provider (NFP)?

No refinancing, and
<70% line utilization, and BB
>=30% Deposit-to-loan (DL) ratio

No refinancing, and
<70% line utilization, and BB-
>=30% Deposit-to-loan (DL) ratio

No refinancing, and
<70% line utilization, and B+
Minimal deposit

No refinancing, and
>=70% utilization rate, and B
Minimal deposit

No refinancing, and

>=70% utilization rate, and
Minimal deposit

No means to validate indicators

2 Initial rating for LPRP - May be upgraded to CCC after 6 months payment traction with LPRP terms.
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« Full interest payment and updated

principal payment (based on

CARE terms), and B-
« Provided source of repayment are

from operations

« Fully updated interest payments
« Provided source of repayment are CCC+
from operations

Fully updated interest payments but
not from operations

Accounts under Loan Portfolio ccc
Rationalization Program (LPRP) —

with payment traction based on LPRP

terms, 6 months after enrollment

Partial interest payments

Accounts under LPRP — current Special
status (initial rating upon enrolment)?® Mention
Going concern accounts under (SM)

remedial handling (AMRG)

Accounts under LPRP - past due
(31-90 days past due upon enrolment)

Going concern accounts under
remedial handling (AMRG) — past due Sebstuekle
Non-going concern accounts under

remedial handling (AMRG) - Secured

Accounts under Loan Portfolio

Rationalization Program (LPRP) —

non-performing loan (>90 days past

due upon enrolment) Doubtful to
Loss

Non-going concern accounts

under remedial handling (AMRQ) -

Unsecured

Credit Concentration Risk

Credit concentration risk is the risk of loss arising from
excessive credit exposures to individual borrower,
groups of connected counterparties and groups
of counterparties with similar characteristics (eg,
counterparties in specific geographical locations,
economic or industry sectors) or entities in foreign
country or a group of countries with strong interrelated
economies. The Group assesses credit concentration
by regularly reviewing the composition of its portfolio.
Managementofthis particularriskisevident throughout
the credit process, especially during credit analysis
and approval. An analysis of concentrations of credit risk
of the loan portfolio at the end of the reporting period
is shown in Note 34 of the NFS.

RISK ASSESSMENT

Other than the various measures of risk concentration,
the Group measures credit concentration risk using
the Herfindahl-Hirschman Index (HHI), Risk-Adjusted
Herfindahl-Hirschman Index (RA-HHI) and the
Comprehensive Concentration Index (CCl).

HHI is one of the most basic measures of concentration.
It was traditionally used as an economic analysis tool
to determine the degree of market competition.
Mathematically, the HHI is the sum of the squares of
the relative portfolio shares, divided by the squared
portfolio shares sum. If percentages were to represent
the relative portfolio shares, the HHI formula is simply
the sum of the squares of these percentages, as the
square of 100% (the percentage sum) is one (1).
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The RAis an extended measure based on HHI. While the
HHI assumes perfect diversification as equal exposure
to every sector, the RA-HHI takes into consideration the
systemic risk of different sectors. From the HHI formula,
sector betas (B) are introduced in RA-HHI as weights of
relative exposures. B reflects systemic risk of each sector
defined as the covariance between market return and
sector return, divided by the variance of market return.

While the HHI and RA-HHI find usefulness in indicating
industry concentration, the same may not be said
for borrower concentration, as these indexes do not
take into account a possible skewed lending behavior
towardsindividual borrowers, which itselfisan indication
of credit concentration. The Parent Bank therefore
supplements the HHI by adopting a Comprehensive
Concentration Index (CCl). Mathematically, the CClI
is the sum of the proportional share of the leading
borrower (or borrowers) and the summation of the
squares of the proportional sizes of each borrower,
weighted by a multiplier reflecting the proportional size
of the rest of the portfolio. The CCI therefore provides a
view of the dispersion of the portfolio.

The Group works with correlations to further its analysis
of concentration risk and stress testing. Using latest
national accounts data, the Group regularly tracks
correlations among industries to see which of its
exposures are likely to move in similar directions.

RISK MONITORING AND REPORTING

CMG monitors portfolio credit concentration on a
regular basis, with information relayed to frontline
and support units. It is likewise reported monthly to the
ROC, and eventually to the BOD. CMG likewise includes
in its monitoring and reporting activity the information
on compliance to set individual credit risk limits,
particularly SBL. The daily monitoring of availments vs.
limits approved per borrower (including SBL) however
rests with the implementing/operations units.

Market Risk

Market risk is the risk to earnings or capital arising from
adverse movements in factors that affect the market
value of instruments, products, and transactions
in the Bank's trading book portfolio, both on- and
off-balance sheet. The Group assumes market risk in
trading activities by taking positions in various financial
instruments, such as foreign exchange, fixed income,
equities, and derivative contracts. Its understanding of
what constitutes market risk is guided by relevant local
regulatory issuances, notably BSP Circular 544, as well
as by the BIS Basel Committee on Bank Supervision,
notably the “Principles for the Management and
Supervision of Interest Rate Risk”.

As of end December 2023, the following tables reflect the balances of the Bank's portfolios exposed to market risk:

FIXED INCOME
Fair Value through Profit and Loss (FVTPL) — (Php Million)

Weighted
Average Modified Book
Book Yield Duration Value
%

Coupon Weighted
% Average
Years

Fair Value Through

Profit and Loss

Peso Denominated Holdings

Market
Value

Market
Yield %

CORP BOND 0.36 4.35 0.50 6.70 0.45 0.35 0.35 773
FXTN 321 6.87 776 6.10 5.69 3,392 3,412 599
ROP GPN 3 6.25 12.22 6.48 7.99 3 3 6.96
RTB 215 4.59 273 6.12 2.44 207 209 5.85
TBILL 1,816 0.00 0.38 592 0.35 1,776 1,780 4.83
TOmLE>° 5,245 4.40 5.00 6.03 37 5378 | 5405 558
Foreign Currency Denominated Holdings (in PHP Equivalent)
FGN SOV BOND 26 8.60 351 4.43 2.99 34 29 569
FGN CORP BOND 19 588 174 588 159 19 19 573
FGN CGOCC 13 8.38 2.50 (0.33) 2.08 16 14 569
FGN T BILL 2,253 - 016 527 014 2,236 2,236 548
ROP 809 515 N.43 479 7.87 820 823 4.78
TOTAL FCDU FVTPL 3,120 1.48 313 512 218 3,126 3,121 5.31
TOTAL FVTPL 8,365 3.31 | 4.30 | 5.69 | 314 | 8,504 8,526 5.48

Fair Value through Other Comprehensive Income (FVOCI) — (Php Million)

Weighted
Average Modified
Book Yield Duration
%

Coupon Weighted
% Average
Years

Fair Value Through

Profit and Loss

Peso Denominated Holdings

Market
Value

Market
Yield %

CORP BOND 302 490 1.62 4.90 1.47 302 293 6.94

FXTN 62,116 575 6.82 519 529 64,252 62,090 597

TOTAL PESO FVOCI 62,418 5.74 6.79 519 5.27 64,554 62,383 5.97
Foreign Currency Denominated Holdings (in PHP Equivalent)

FGN SOV BOND 1,635 4.54 743 4.36 599 1,647 1,628 4.52

FGN CORP BOND 14,498 3.46 548 3.37 461 14,564 12,693 8.76

ROP 1,440 3.80 17.28 2.64 1.85 1,665 1,263 4.86

TOTAL FCDU FVOCI 17,573 3.59 6.63 3.40 5.33 17,876 15,584 8.05

TOTAL FVOCI 79,991 5.27 6.75 4.79 5.28 | 82,430 | 77,967 6.43
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FOREIGN EXCHANGE
Foreign Exchange Portfolio (Php Million)

Foreign Exchange Risk Exposures

Amount in PhP M

Currency Code Currency Name

equivalent
UsD United States Dollar (371)
JPY Japanese Yen 722
CHF Swiss Franc 10
GBP British Pound 208
EUR Euro (434)
CAD Canadian Dollar 8
AUD Australian Dollar 196
SGD Singaporean Dollar 0
Other All Othe(k(ét;)rrencies (238)
Sum of net long positions 1,323
Sum of net short positions (1,223)
Overall net open position® 1,323
Total Risk Weighted FX Exposures 10,675

The overall net open position reported in the above
tableisaligned withthe Part V.3 of the Capital Adequacy
Ratio report wherein it states that the “Overall net open
position shall be the greater of the absolute value of
the sum of the net long position or the sum of net
short position”.

DERIVATIVES

Derivatives Portfolio

Notional Amount | Notional Amount

FX Swaps/Forwards (USD Millions) (PhP Millions)
Trading
Sell/Buy USD (Borrow PHP) 1150 63,667
Buy/Sell USD (Lend PHP) 1180 65,315
GROSS POSITION 2,329 128,982
NET POSITION (30) (1,648)
EEEs: REHR e (p:: il‘l,illl?:ns) (usllj:asaillﬁins) (EUERUSiIIﬁcSms)
Trading
Received Fixed - Pay Float | 450 25 2
Pay Fixed - Receive Float 750 13 2

o General Motors ATE&T Disney
Credit Default Swaps | ;5p Millions) | (USD Millions) | (USD Millions)
Receiving - -
Paying 23 5 5

USDPhP CCS/CCAS (USD Mio)

Cross Currency Swaps

Trading
Receiving USD 40
Paying USD 25

FX Options USDJPY (USD Millions)
Buying -
Selling 5
RISK ASSESSMENT

The assessment of market risk, as it relates to capital
adequacy, follows the Standardized Approach.

The market risk metrics in use, each of which has a
corresponding limit, include the following:

e Nominal Position: An open risk position that is held
as of any point in time expressed in terms of the
nominal amount of the exposure.

e Modified Duration (MD): A measure of the sensitivity
of the position to market interest rate changes. MD
is the approximate percentage change in price or
market value due to a 1% (100 basis points) change
in yield-to-maturity (henceforth “yield"). Modified
Duration (MD) is also used to estimate the price
impact of any magnitude of yield change by simply
applying a scaling factor. For example, to estimate
the price effect of a 10-basis point yield change, the
scaling factor 10/100 is used. A particular application
of this is the so-called “Dollar Value of a 01" (DVO]),
which is also referred to as the Price Value of a Basis
Point (PVBP). In the case of DVOI1 (the term used by
the Bank), which refers to the price change due to a
1-basis point change in yield, the scaling factor would
be 1/100.

e Dollar Value of 01 (DVOT1): DVO1 is used by the Bank
as a unit of measure for expressing limits established
for fixed-income portfolios. It effectively captures
both the nominal size of the portfolio as well as its
duration. A given DVOI limit accommodates various
combinations of portfolio nominal size and duration,
thus providing a degree of flexibility to the trading/
risk-taking function, at the same time represents
a ceiling to the rate sensitivity of the exposure
according to the Bank’s risk appetite.

e Value-at-Risk (VaR): Value-at-Risk (VaR) is defined as
the estimated maximum potential loss on a position,
during a given time period, at a specified statistical
probability level. The probability level at which the
Bank estimates VaR is 99%. The Bank uses historical
simulation to calculate VaR for all products.

A summary of the VaR position of the trading
portfolio as of December 31, 2023 of both the Group
and the Parent Bank are found in Note 4.3 of the
accompanying NFS.

e Stress Testing (ST): ST is performed to measure the
Bank's vulnerability to loss due to stressful market
conditions. The Bank has the option to conduct
different types of stress testing, such as:

o Sensitivity Analyses - provides an assessment of
the Bank’s sensitivity to changes in certain risk
factors. This includes uniform stress testing (e.q.
applying a parallel rate shift to relevant rates);

o Historical Scenario Analyses - measures the overall
change in portfolio value by simulating extreme
historical scenarios.

' The overall net open position reported in the above table is aligned with the Part IV.3 of the Capital Adequacy Ratio report wherein it states that the
“Overall net open position shall be the greater of the absolute value of the sum of the net long position or the sum of net short position”.
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In addition to this, the BSP requires banks to
conduct a Uniform Stress Testing (UST) covering
market and credit risk exposures semi-annually.
Foreign exchange and debt securities under the trading
book as well as the interest rate repricing
mismatches of the banking book are subjected
to varied magnitude of interest rate and FX shocks.
The Bank's ability to absorb the corresponding losses
is measured by way of their impact to the regulatory
capital ratios. The BSP stress test results are
periodically presented to the ROC for information.

Model Back-Testing

Recognizing that VaR modeling is not perfect, the Bank
employs appropriate back-testing methodology to
perform a “reality check” on the VaR models used.
More specifically, the current VaR back-test procedure
employs the “hypothetical P&L" method (where the
daily position from which the VaR was computed is
marked-to-market using the closing price of that day
and the closing price of the next trading day) and the
“actual P&L" method (where the daily change in the
market value of the book is compared against VaR). Any
change in value in excess of the day’'s VaR is treated as
an exception.

Based on the number of exceptions, and using
guidelines  provided by the BIS document
“Supervisory Framework for the Use of ‘Back-testing’
in Conjunction with the Internal Models Approach to
Market Risk Capital Requirements” on the number of
acceptable exceptions, a determination is made as to
the acceptability of model accuracy. An unacceptable
number of exceptions will cause an investigation of the
root causes of the problem and ultimate resolution.
Back-testing results are reported to the ROC monthly.

RISK MONITORING AND REPORTING

Market Risk monitoring includes the following:

Report | Description | Frequency | User
Limits Monitoring | Report showing the CRO,
following limits vs. lev- Daily Treasurer,
els: position, P&L, MAT- Portfolio
Loss, DVO1, MAT-VaR Managers
HSVaR and Stress | Report showing the
VaR maximum potential CRO,
loss for each port- Daily/ Treasurer,
folio during busi- Monthly Portfolio
ness-as-usual and Managers

stress scenarios

ALCO Market Risk | Report showing latest
Report exposures vs. approved Weekly ALCO
market risk limits

ROC Market Risk | Report showing latest
Report exposures vs. approved Monthly ROC
market risk limits

On a monthly basis, the daily and weekly information
above are reported to the Senior Management, ALCO
and ROC, along with month-on-month movement,
averages, noted exceptions and limit breaches.

Management Action Triggers

A Management Action Trigger (MAT) defines a limit
which, if breached, should activate a process whereby
the risk-taking function is to seek Senior Management
guidance and approval on appropriate action to take
concerning the position in question. There are two
management action triggers (MAT-Loss and MAT- VaR):

e MAT-Loss limit is 50% of the Loss Limit for the FVTPL
portfolio.

e The FVOCI portfolios only have a MAT-Loss Limit.
At 80% of MAT, losses are reported to the appropriate
committees.

e The MAT-VaR is the limit on the maximum potential
loss of value as measured by VaR. When the
potential loss of value inherent in the actual position
taken exceeds the MAT-VAR, ALCO guidance and
approval of further action is sought by Treasury.
For clarity, further action may or may not allow
additional exposure.

Limit Breaches

Limit excesses of up to 10% can be temporarily approved
by the CRO and Treasurer with the intent that the
excess will be reduced to below the limit or that a
higher limit is to be requested by Treasury by the next
ROC meeting. Only limits approved by the ROC will be
subject to this change and the ROC will still be informed
of such excesses.

In cases of further excess, the responsible risk-taking
function (Treasury Group) should seek guidance
from the ALCO members in regard to the position.
Considering ALCO meets weekly, the unit should
immediately contact individually even after office hours
the following ALCO members namely, the President,
and the concerned risk-taking unit Group Head to
discuss and decide on how the exposure shall be
handled. The decision can be defined in terms of the
following three alternatives:

e Unwind the position, wholly or in part (and if the
latter, towhat extent); and stop trading for the month.
In this case no transactions will take place other than
sell the position (if long) or buy (if short).

e Hold the position, and (1) Stop trading for the month
or (2) Sell or buy but only if this reduces the loss,
i.e, for a long position, sell on price up-tick at the
discretion of trader subject to approval by the
Deputy Treasurer or Treasurer

e Continue normal trading activity and establish
a temporary loss limit for the month in question.

Interest Rate Risk in the Banking Book

Interest Rate Risk in the Banking Book (IRRBB)
is the current and prospective negative impact to
earnings and capital arising from shifts in interest rates.
Whereas market risk is primarily associated with trading
income, IRRBB is more concerned with balance sheet
positions that have more permanence - primarily for
accrual income.

In general, IRRBB encompasses the following:

e Repricing Risk - risks related to the timing mismatch
in the maturity and re-pricing of assets and liabilities
and off-balance sheet short and long term positions;

e Yield Curve Risk - risks arising from changes in the
slope and the shape of the yield curve;

e Basis Risk - risks arising from hedging exposure
to one interest rate with exposure to a rate which
re-prices under slightly different conditions; and

e Option Risk - risks arising from options, including

embedded options (e.g. consumers redeeming fixed
rate products when market rates change).
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2023 DEVELOPMENTS

Market participants have fully transitioned from LIBOR
to SOFR. The Secured Overnight Financing Rate (SOFR),
which measures the cost of borrowing of cash overnight
by collateralizing U.S Treasuries in the repo market,
better reflects funding of financial institutions today.
The transition to SOFR began at the start of 2022; new
transactions are now referenced to SOFR rather than
LIBOR. As of June 30, 2023, USD LIBOR ceased to be
published with existing contracts referencing LIBOR
rates now referencing LIBOR fallback rates which are
based on corresponding SOFR rates.

RISK ASSESSMENT

The impact of interest rate changes in the Banks'
financial situation is wusually assessed from two
perspectives. The first, known as the earnings perspective,
consists in the simulation of interest flow changes in a
short-term horizon, typically less than one year, bearing
in Mmind repricing moments in that horizon. The second,
known as the economic value perspective, consists in
the simulation of changes in net worth, assuming that
all assets and liabilities equalized to debt are assessed
at market prices. RCBC subscribes to both approaches
when assessing IRRBB.

The IRRBB metrics used by the Bank are as follows:

e Repricing Gap: The repricing gap — the foundation
of IRRBB metrics — measures market interest
rate exposures arising from mismatches in the
repricing profile. The gap is prepared by distributing
interest-rate-sensitive on-balance and off-balance
sheet positions into a number of pre-defined time
bands according to their residual maturity (if fixed
rate) or time remaining until their next repricing
(if floating rate). For each time band, the level of
IRRBB is measured by the size of the gap, calculated
as the difference between repricing assets and
repricing liabilities, plus off-balance sheet items.
The repricing gap is prepared on a monthly basis for
all significant currencies.

For other positions that lack definitive repricing
intervals or actual maturities that could vary from
contractual maturities, time bands are assigned
to these according to the behavioral assumptions

derived from the past experience of the Bank; eg.
CASA, generally described as non-rate sensitive,
is bucketed based on the results of the quarterly
core/non-core deposit model review. The Bank has
implemented new models for the accurate slotting
of non-maturity deposits (NMD), early redemption
of time deposits and prepayment of fixed
loans, in compliance to the guidelines set in BSP
Circular 1044.

Major assumptions employed in the preparation of
repricing gap are as follows:

o Loans and time deposits are subject to re-pricing on
their contractual maturity dates. Non-performing
loans, however, are not re-priced;

o Debt securities classified under FVOCI and HTC
are bucketed based on their repricing profile.
Held-for-trading  securities are considered
non-rate sensitive; and

o For assets and liabilities with no definite repricing
schedule or maturity, slotting is based on the
Group's empirical assumptions.

The Group's December 31,2023 IR Gap is as presented
in Note 4.3.2 of the NFS.

o Net Interest
Estimates the

Income (NI)-at-Risk:
potential sensitivity of
pre-tax earnings arising from the adverse
effect of interest rate movements,
given the structure of its assets and liabilities.
The calculation of Nll-at-Risk uses various
assumptions in interest rate  changes.
For calculating baseline Nll-at Risk, the daily
volatility across short-term tenors — from 1-Mo,
3-Mo, 6-Mo, and 1-Yr tenor buckets - is used as
rate shock. The 99th percentile of the computed
standard deviation, calculated from a 260-day
look-back period, is multiplied to the current rate
to estimate the potential change in rates.
The resulting maximum estimated rate is used
as the baseline rate shock.

The historical Nll-at-Risk for 2023 is as follows:

NII-at-Risk (BAU and Stress), Jan - Dec 2023

Jan Feb Mar  Apr May

s BAU mmmmm Stress
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10% Limit

0%
-2% . - -
-4%
-6%
-8%

Aug Sep Oct Nov Dec

-10% Limit

Earnings-at-Risk (EaR): Adds the FVTPL VaR to the
resulting Nll-at-Risk to include both the change in
short-term repricing gap and the impact of interest
changes to trading positions.

Capital-at-Risk (CaR): Adds FVTPL and FVOCI VaR to
theresulting Nll-at-Risk toinclude both the changein
short-term repricing gap and the impact of interest
changes to securities measured at fair value.

Economic Value of Equity: EVE measures the
sensitivity of economic value of rate-sensitive assets,
liabilities and off-balance sheet items to changes
in the interest rates over a longer term horizon.
Similar to Nll-at-Risk, EVE is also estimated using the
repricing gap asa baseline.The numerator, referred to
as the Impact to Economic Value (IEV), is computed

by multiplying the balances per tenor bucket by
the present value factor, derived from BVAL for
Peso and LIBOR (January to June) & Term SOFR
(July onwards) for USD. The sum of these will result in
the baseline market value (MV) of the balance sheet.
This will be retested using various stress assumptions
suggested by Basel. For the details of the different
scenarios, refer to the Bank's IRRBB Management
Framework. The scenario with the largest negative
change from Baseline MV is identified as the worst
scenario for the Bank. The change in IEV is then
divided by the Total Qualifying Capital, which
includes both Tier 1 and Tier 2 Capital items.
The resulting ratio is called the Delta EVE.

Shown below are the monthly changes in EVE
for 2023.

Delta EVE/Capital Ratio, Jan - Dec 2023

0% I I [ | I I |
Jan Feb Mar Apr May Jun

mmmmm Delta EVE/Capital Ratio

-l I I n |
Jul Aug Sep Oct Nov Dec

= = == Management Guideline

There were no recorded breaches for Delta EVE as they are all within the Management Guideline of 25% and
ranged from 1.56% to 7.15% which are below the approved limit.

RISK CONTROL
IRRBB is managed by the following controls:

1.

Limits Setting: Limits are quantitative measures
based on forward-looking assumptions that form the
risk appetite statement of the Bank. These are set to
manage both the impact of IRRBB to earnings (Net
Interest Income-at-Risk) and to capital (Economic
Value of Equity).

. Model Validation: The models to measure IRRBB are

validated (regularly or as needed) by a third-party —
either internal or external, to assess the conceptual
soundness and mathematical calculations of the
models used.

3. Back-Testing: This involves statistical methods to
determine whether a model's risk estimate is
consistent with the assumptions on which the
estimate is based on.

4. Independent Assessment: This involves auditing
exercise across the whole risk management process.
Internal Audit, as a third line of defense, performs
regular and independent assessment of the IRRBB
process and practices to ensure consistency and
compliance with established practices.

RISK MONITORING AND REPORTING

The Nll-at-Risk and EVE are regularly monitored by
RMG, and reported monthly to the ROC.
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LIQUIDITY RISK

Liquidity risk is the risk of loss arising from a bank's
inability to meet its obligations when they come
due without incurring unacceptable losses. A potential
or probable loss to earnings and capital arising from
the Group's inability to meet its obligations when they
fall due may be due to either the Group's inability
to liquidate assets or obtain adequate funding, or the
inability to unwind large exposures without
significantly lowering market prices. BSP Circular
981 is the Group's principal guide for its liquidity risk
management activities.

As a general policy, the Group holds that managing
liquidity risk is among the most critical components
of bank management and operations. This is carried
out by an ongoing analysis of the liquidity position and
risk profile, and by regular examination of how funding
requirements are likely to evolve under various
scenarios, including adverse conditions. At all times,
the Group must hold enough liquidity to survive a
liquidity crisis.

The ROC has the main responsibility for establishing
a robust liquidity risk management framework
adhered to by all business units. Treasury oversees the
implementation of the relevant liquidity guidelines,
including the deployment and maintenance of
liquid assets, as well as business initiatives ensuring that
they remain consistent with the framework.
The outcome of such activities is ultimately monitored
by RMG using tools for liquidity risk management such
as the Maximum Cumulative Outflow (MCO) Report,
Liquidity Stress Testing (LST), the BSP prescribed
Liquidity Coverage Ratio (LCR) and Net Stable Funding
Ratio (NSFR). Policies relating to the management of
liquidity risk are approved by the ROC.

RISK ASSESSMENT

Liquidity risk is managed by maintaining adequate
liquid buffers and funding to meet expected and
unexpected cash flows and collateral needs without
adversely affecting daily operations and the financial
condition of the Bank.

The risk metrics used by the Bank to measure liquidity
risk are as follows:

e Liquidity Gap: The liquidity gap measures the
mismatch of cash inflows and outflows over
various time buckets via the Maximum Cumulative
Outflow (MCQO) approach. The purpose of liquidity
gap is to anticipate periods when a portfolio will have
large cash outflows (i.e. large negative liquidity gap).
In identifying the Bank's risk exposure, the balance
sheet is divided into time buckets, and the liquidity
gap for each (time bucket) is computed. The tabular
presentation of the computed liquidity gap per
time bucket is known as the Liquidity Gap Report.
It provides a snapshot of the Bank's current net
liquidity position over specified time-frames.

The Group's December 31, 2023 Liquidity Gap is as
presented in Note 4.2 of the NFS.

e Liquidity Stress Testing (LST): Liquidity Stress Test
assesses the vulnerability of cash flows and ability
of the Bank to survive stress conditions. It involves
identifying possible events in the financial and
economic conditions, called stress scenarios that
could have unfavorable effects on the liquidity
position of the bank and assessment of its ability
to withstand such changes.

e Liquidity Coverage Ratio (LCR): BSP issued Circular
905 on the implementation of the Liquidity Coverage
Ratio (LCR) which requires banks to have an
adequate stock of high quality liquid assets (HQLA)
that can be easily and immediately converted into
cash to absorb shocks arising from significant stress
scenario lasting 30 calendar days.

To ensure compliance to the minimum regulatory
requirement of 100%, the Bank implemented
an Internal LCR Threshold as the Bank's risk
appetite for LCR compliance. For FY2023, no
breach was reported in the internal 110% LCR and
regulatory 100% LCR limit. The summary of LCR
position of the Bank and the RCBC Group for 2023
is as follows:

2023 Liquidity Coverage Ratio

200%
180%
160%
140%

120%

Jan Feb Mar Apr May

mmmms Parent Bank LCR

Internal Threshold
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mmmmm Consolidated LCR (Quarterly)

Regulatory Requirement

e Net Stable Funding Ratio (NSFR): NSFR measures the availability of medium and long term stable funding to
support illiquid assets and business activities on an on-going basis. It is an assessment of the level of sustainable
funding required to reduce funding risk over a one year time horizon.

Similar to LCR, an internal threshold of 107% is set up for NSFR. For FY2023, no breach was reported in the internal

107% NSFR and regulatory 100% NSFR limit. The historical NSFR balances reported by RCBC and RCBC Group are
as follows:

2023 Net Stable Funding Ratio

Jan Feb Mar Apr May  Jun Jul Aug Sep Oct Nov  Dec

BN Parent Bank LCR HEE Consolidated LCR (Quarterly)

== == o |nternal Threshold e Regulatory Requirement

e Contingency Funding Plan (CFP): In addition to the quantitative assessment of the Bank's over-all liquidity profile,
the Bank has a Contingency Funding Plan, which outlines the operational requirement to be taken in the event of a
crisis. The plan strives to define the liquidity stress levels from the standpoint of different types of crisis - including the
identification of early warning indicators and the step-by-step crisis management process once the plan is activated.

RISK CONTROL
Liquidity Risk is managed by the following controls:

1. Limits Setting: Limits are quantitative measures based on forward-looking assumptions that form the risk appetite
statement of the Bank. These are set to manage the Bank’s level of HQLA, dependency on stable deposits, allowed
negative liquidity gap per tenor, etc.

2. Back-Testing: This involves statistical methods to determine whether a model's risk estimate is consistent with the
assumptions on which the estimate is based on.

3. Independent Assessment: This involves auditing exercises across the whole risk management process. Internal

Audit, as a third line of defense, performs regular and independent assessment of the Liquidity Risk process and
practices to ensure consistency and compliance with established practices.

RISK MONITORING AND REPORTING
Results of the liquidity risk metrics are regularly monitored by RMG, and reported monthly to ALCO and ROC.
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OPERATIONAL RISK

Operational risk is the risk of loss resulting from
inadequate or failed internal processes, people and
systems, or external events. Operational risks include
the risk of loss arising from various types of human
or technical error, settlement or payments failures,
business interruption, administrative and legal risks,
and the risk arising from systems not performing
adequately. The definition includes legal risk, but
excludes strategic and reputational risk.

MANAGING OPERATIONAL RISK (ORM TOOLS)

For purposes of identification, monitoring and reporting
and analysis, Group categorizes operational risk events
as follows:

1. Internal Fraud: Losses due to acts of a type intended
to defraud, misappropriate funds/property or
circumvent regulations, the law or company policy,
excluding diversity/ discrimination events, which
involve at least one internal party. Example is theft of
bank property by staff.

2. External Fraud: Losses due to acts of a type intended
to defraud, misappropriate property or circumvent
the law, by a third party. Example includes forgery of
the drawer's signature on checks drawn on the bank.

3. Employment Practices and Workplace Safety
(EPWEF): Losses arising from acts inconsistent with
employment, public health or safety laws or
agreements, human rights violations that may
result in payment of personal injury claims, or
claims relating to diversity/discrimination events.
This includes events arising from organized
labor activity.

4. Clients, Products and Business Practices (CPDP):
Losses arising from an unintentional or negligent
failure to meet a professional obligation to specific
clients  (including  fiduciary and  suitability
requirements), or from the nature or design of a
product. Example is legal liability that may arise from
the sale of products to customers deemed without
proper risk disclosure.

5. Damage to Physical Assets: Losses arising from loss
or damage to physical assets from natural disaster,
climate change mitigation and adaptation strategies
or initiatives or other events.

6. Business Disruption and System Failures (BDSF):
Losses arising from disruption of business or system
failures including Environmental and Social causes.

7. Execution, Delivery and Process Management
(EDPM): Losses or events caused due to failure of
transaction processing, process management from
relations with trade counter parties and vendors/
alliance partners/service providers. Example is
incomplete legal documentation of credit exposures.

To aid in the management of operational risk and
the analysis of the Group operational risk profile, the
following tools are used:

Incident and Loss Reporting (LR)

Internal operational loss information provides data
for assessing exposure to operational risk and the
effectiveness of internal controls.
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Each business and operating unit is required to report
their loss events via Operational Risk Management
System (ORMS).

Key Risk Indicator (KRI)

KRIs are used to monitor the operational risk profile
and alert the Group to impending problems in a timely
fashion. KRIs facilitate the forward-looking
management of operational risk and provides
information on the level of exposure to a given
operational risk at a particular point in time. These
indicators allow the monitoring of the Group's control
culture and trigger risk mitigating actions.

KRIs include measurable thresholds that reflect risk
appetite. These are monitored to serve as alerts when
risk levels exceed acceptable ranges and drive timely
decision making and actions.

Control Sample Test (CST)

CSTs are self-assurance checks used to monitor
compliance of controls in key processes. CSTs are
evidence that operational controls are working
effectively, specifically for critical processes and controls
that cannot be reliably tracked through automation.
Exceptions in CSTs alert the Group to potential lapses
in design of the controls and poor execution or
documented procedures. The frequency and sample
size will depend on the scale of the underlying inherent
risk and the importance of the control mitigating it.
Processes with high gross operational risk will
warrant more frequent assessment than those with
lower risk exposure.

Risk and Control Self-Assessment (RCSA)

The Group identifies and assesses all risks within each
business and evaluates the controls in place to
mitigate those risks. Business and support units use
self-assessment techniques to identify risks, evaluate
the effectiveness of controls in place, and assess
whether the risks are effectively managed within
the business.

In this annual self-assessment process, areas with
high risk potential are highlighted and risk mitigating
measurestoresolvethemareidentified. Riskassessment
results are then reviewed and discussed with the heads
and senior officers of business and support units.
These discussions of assessment results enable the
Operational Risk Management Division (ORMD) to
detect changes to risk profiles, and consequently
take corrective actions.

ThelnternalAuditGroupandRegulatoryAffairsGroupuse
the self-assessment results as a necessary component
in aligning their activities to business priorities to
determine where key risks lie within the Group.

RISK ASSESSMENT

The Group uses the Basic Indicator Approach in its
assessment of this risk, as it relates to capital adequacy
determination. It however uses an Operational Risk
Management System (ORMS) to monitor operational
risks, compile and analyze operational risk data and to
facilitate timely reporting mechanisms for the Group's
ROC, Senior Management, and business line levels that
support proactive management of operational risk.
The ORMS covers the Parent Bank and its subsidiaries.

The following are the current methodologies used in
assessing the Group's operational risk profile:

Probability and Severity Analysis

This tool is used to quantify the likelihood (or frequency)
and impact (or consequence) of identified risks in o
rder to prioritize risk response activities. The probability
addresses: a) the likelihood of the risk event occurring
(the uncertainty dimension) based on current status
of mitigation actions, and b) the impact detailing the
extent of what would happen if the risk were to
materialize (the effect dimension).

Probability assessment uses a 5-scale likelihood factor
matrix ranging from “least likely” to “almost certain”.
Impact Assessment on the other hand employs a
5-scale severity factor matrix ranging from “least severe”
to “very severe”.

Control Rating

Existing material controls are assessed based on control
effectiveness, taking into account design and objective
evidence of control execution.

Risk Rating

The Probability and Severity Analysis described above,
along with the control rating, result in a Risk Rating.
Itisa quantitative measure of the risk level of each event,
and helps to focus on those determined to be high risk.
For each risk event identified, a risk score is calculated
and later classified as: Very High (Black), High (Red),
Medium (Yellow) and Low (Green). The scale is as follows:

Classification | Risk Score | Remarks

Low Indicates normal operating condition

Medium 5-9 Acceptable operating conditions

Requires immediate management

High 10-19 attention; further action required

Requires immediate management

Very High 20-25 attention; further action required

RISK MONITORING AND REPORTING

The continuous monitoring and reporting of operational
risk is a key component of an effective Operational Risk
Management Framework. It is imperative therefore that
reports on operational risks are submitted on a time-
ly basis, and information generated both for external
and internal parties are reported internally to Senior
Management and the BOD where appropriate.

In accordance with its monitoring and reporting
functions, ORMD prepares reports on operational risks
as follows:

Particulars Responsibility Frequenf:y @ Reported to
Reporting
Loss Events RMG-ORMD Monthly ROC
Reporting
Key Risk
Indicators RMG-ORMD Quarterly ROC
Quarterly/
Control Sample | o5 orMD | Semi-Annually/ ROC
Tests
Annually
Risk and Control
Self-Assessment RMG-ORMD Annually ROC
(RCSA)

Deputy Operational Risk Officers (DOROs)

Each business line has an embedded operational
risk management officer, headed by the designated
Deputy Operational Risk Officer (DORO). The DOROs
serve as a point-person on the implementation of
various operational risk management tools on a per
business unit level. Among others, the DOROs are
responsible for assisting the respective business units
in the timely, correct and complete submission of
operational risk reports. The DOROs report to the ORMD
for all its operational risk-related activities initiated
by ORMD.

RISK MITIGATION

The Group operates within a strong controlenvironment
focused on the protection of its capital and earnings,
but allows the business to operate such that the risks
are taken without exposure to unacceptable potential
losses through the utilization of approved policies,
sound processes, and reliable information technology
systems. These controls include: segregation of duties,
dual controls, approvals and authorization, exception
reporting, sound technology infrastructure, product
manuals, and circulars review.

Insurance

One of the tools to compliment sound controls and
risk management is through insurance policies
maintained by the Group. Securing insurance
protects the Group against unexpected and substantial
unforeseeable losses.

ORMD handles the Group's institutional-wide insurance
needs such as the Comprehensive Crime Insurance
(CCl) formerly Bankers Blanket Bond (BBB).
CCl insurance premiums are allocated to business
groups and subsidiaries based on an approved
allocation method.

Outsourcing

Qutsourcing is an arrangement to contract out a
business function to another party (i.e. the service
provider) which undertakes to provide the services
instead of the financial institution performing the
function itself. The Controllership Group maintains
an outsourcing policy to guide business units in
outsourcing agreements, and to ensure the effective
management of operational risks that may arise
from such arrangements. Policy requires the
business units to perform a risk assessment
before engaging the service provider which are noted
by ORMD.

Business Continuity Plan (BCP)

The Croup has a separate functional department
wholly dedicated to the conduct and management of its
BCP and Disaster Recovery Plan. These plans aim
to establish a planned process, procedure or strategy
that can assure and provide for the continuity of
major and critical services and operations during any
critical event which may prevent or diminish the Group's
capacity to perform normal business operations.

The GCroup's Business Resiliency Department s
managed by RMG-ORMD.
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Product Manual, Policies, Procedures and Circulars
(PM and PPC)

The Product Manual is the key document which
providesa comprehensive description about a particular
product. It includes among others, the identification of
risks and appropriate measures on the risks identified
through controls, procedures and limits, as well as
compliance with the consumer protection standards
of conduct.

Policies, Procedures and Circulars represent the Group's
basicandprimarysetofprinciplesandessentialguidelines
formulated and enforced across the organization.
To ensure that potential risk areas are covered in
manuals, policies and circulars, ORMD reviews, as part
of the Bank’s Clearing House, these documents.

Exception Reporting

Exception reporting provides the ability to monitor
transactions and events that fall outside norms
and deemed as an exception. It documents what is
abnormal and therefore deserves attention.

Risk Awareness

The Group recognizes the importance of raising risk
awareness and instilling an operational risk culture to be
able to understand the operational risk management
business benefits as well as the responsibilities
attached to it. Operational Risk and Business
Continuity mandatory elearnings are in place while
Financial Consumer Protection is part of the Bank's
standard training module for new employees, as well as
continuing learning for existing associates.

BUSINESS CONTINUITY RISK

Risk of loss resulting from a prolonged interruption in
business operations.

The Bank has a separate functional unit, Business
Resiliency Department (BRD), dedicated in
implementing the Bank's Business Continuity
Management Program (BCMP) that aims to:

e Provide strategic and tactical capability to plan for
and respond to incidents and business disruptions

e Enable the continuity of key business operations at
acceptable predefined levels

e Comply with the BSP Circular 951 on Business
Continuity and BCM standards such as ISO 22301
and BS25999

Framework

The Bank has embarked on an Institutional BCMP
frameworkthatidentifiesrisks,threatsandvulnerabilities
which could impact the Bank's continued operations.
It includes the following basic components of Business
Continuity Management:

Risk Evaluation and Control

Business Impact Analysis

Business Continuity Strategies

Emergency Response

Plan Implementation and Documentation
Awareness and Training and BCP Testing Exercise
Audit and Maintenance
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Central to the BCMP are the Institutional Business
Continuity Plan (IBCP) and the Crisis Management Plan
(CMP). The IBCP describes the organizational structure
and governance, scope, business recovery strategies,
and plan activation while the Crisis Management
Plan (CMP) outlines the processes the Bank will use to
respond to a critical situation that would have a
negative effectonthe Bank'sfinancial status, reputation,
and business continuity.

Incorporated in the program are several BCM plans
that address specific scenarios or events that require
varying responders and mitigating strategies: Disaster
Recovery Plan, Pandemic Plan, Liquidity Plan, Incident
Management, Communication Plan, Cyber Attack Plan,
and Earthquake Resilience Plan.

Governance
BCMD Operational Model
Risk Oversight Committee
Risk Management Group
Business Resiliency
| |
BCP Leaders Emergency Response Team

RCBC Head Office BCP Leaders
RCBC Branch Regional Officers
RCBC Subsidiaries BCP Leaders

Security Department
Human Resources
Information Technology
General Services
Legal & Compliance
Crisis Communication Team

e The ROC represents the BOD in setting the overall
strategy, direction and control for all business
continuity, crisis management and emergency
response initiatives.

e The CRO leads the RMG and provides executive
oversight in the implementation of business
continuity, crisis managementand emergency
response initiatives as approved by the ROC.

e Operational Risk Management Division — Business
Resiliency Department (BRD) has an oversight
function over BCP Leaders of Head Office Units,
Branches and Subsidiaries with regards to the
development, maintenance and implementation of
their respective BCPs.

o BRD ensures that the Emergency Response
Teams have developed the Emergency Response
Plan to ensure the protection of life and properties
during an emergency situation.

o BRD ensures that the Recovery Teams have been
formed to support the business units in assessing
the situation and recovering their business and
returning to normal operations.

o BRD assists the CRO in coordinating activities
between the Crisis Management Team
and Response and Recovery Teams during
crisis scenarios.

Crisis Management Team (CMT)

Board of Directors

Crisis Management

Team Head
Bank President

Alternate CMT Head

CMT Coordinator ITSSG / OPS Head

ORMD Head

Business Crisis RCBC Senior RCBC
Recovery Communications Management Subsidiaries
Support Teams Team Head Group Heads Presidents

The CMT makes policy decisions and holds ultimate
responsibility for decisions involving communications,
evacuation, business logistics and normalization
activities. The CMT is directed by the President and
chaired by the alternate CMT Head and is composed
of high-ranking officials of the Bank. It is convened
when the highest level of emergency (level 1)
impacts the entire organization or a significant
portion of the Bank, requiring coordinated operational
and policy responses. The main objective of the CMT
is to protect life and property during and immediately
following a major crisis or disturbance. It is placed
into operation whenever an emergency affecting the
RCBC Group cannot be controlled through routine,
daily and normal channels and procedures.

Controls and Risk Mitigation

The Bank had taken steps to become a resilient
organization through the following control measures:

Disaster Recovery

e Installation of hot backup with real-time data
mirroring solutions (both software and hardware)
to ensure recovery of mission critical systems with
RTO of 4 to 24 hours

e Implementation of the virtualization and
consolidation of servers to provide high availability
and promote resilience to failure

e \Wider scope and coverage (processing of live
transactions in the DR environment for one week)
and frequency (annual to quarterly) for DR tests

Business Recovery

e Additional business recovery alternate sites are in
place (e.g., Angeles Pampanga, Timog Quezon City
and Pacific Place Ortigas Quezon City)

e Satellite phones and UHF base radios assigned to
select officers to improve the communication
system especially during a disaster scenario such
as the “Big One”

Continuing Impact of COVID-19

As early as January 22, 2020, the Bank activated its Pan-
demic and Infectious Disease Plan, part of the Business
Continuity Plan, which was prepared in anticipation of
another SARS. The Plan defines control operations and
precautionary measures that were implemented by the
Bank for every stage of the pandemic.

The Bank's Spread Prevention and Safety Policy
which outlines the guidelines regarding COVID-19
pandemic protocols has been updated and released
in August 2023. This is in light of the issuance of
Proclamation No. 297, declaring the lifting of
the State of Public Health Emergency throughout
the Philippines due to COVID-19. The update
includes the discontinuance of the following
COVID-19 protocols:

Body temperature scan

Daily reporting on confirmed COVID-19 cases
Designation of BCP Leaders as Flu Manager
COVID-19 Emergency Response Team (CERT) at
the Business Centers

INFORMATION SECURITY RISK

Information security risk is the risk of loss resulting from
informationsecurity/cybersecuritybreaches.Information
Security Risk Management aims to reduce the
disruptions to the Group's operations as a consequence
of information security incidents. Concretely,
this aim expands to the following objectives:

e Safeguard the IT systems needed to store, process or
transmit the Group's data and correspondences;

e Enable management’s ability to make informed
decisions by giving them an accurate view of
currentand potentialinformationsecurity relatedrisks
and assisting them in  making informed
decisions concerning scope of risk, risk appetite,
and risk tolerance;

e Provide an end-to-end guidance on how to manage
information security related risks (from technical
control measures, security, etc.);

e Establish a risk profile to further understand
the Group full exposure, and better utilize
its resources; and

e Implement (and continuously improve) a sound
framework for the identification, measurement,
control, monitoring, and reporting of the risks
experienced by the Group.

The foregoing objectives are achieved through
the following exercises of Information Security
Risk Management:

e |dentification of the bank's information assets
(covering both IT and non-IT);

e Assistance to IT, business, operational and support
units in identifying the risks affecting information
assets (that includes system/data) being handled;

e Assist in aligning information security and
information risk management to industry best
practices and standards; and

e Implementation of risk assessment to determine
current information security risks that identifies the
threatsin the present systems, determine acceptable
risk levels, and implement preventive measures to
mitigate potential high risks.

Touch. Tech. The RCBC Way | 2023 Annual Report 49



Risk Management

ASSET IDENTIFICATION AND VALUATION

Asset Identification and Valuation aim to identify and
provide an inventory of all information assets relating to
processesand sub-processes. The identified information
assets are valued based on its criticality to the process
being supported. Atthe end of the exercise, the following
should be produced:

e Inventory of all information assets pertaining to each
identified business process assessed;

e Currently identified container/s for each
information asset;

e Overall asset (criticality) value of each information
asset; and

e Sensitivity or non-sensitivity of each business process
based on its assessed information asset/s.

RISK IDENTIFICATION AND ASSESSMENT

This activity aims to identify the risk factors, i.e. threats,
vulnerabilities, impact and probability/ frequency of
occurrence present in the process and assess the
identified risks in order to determine measures to
mitigate them. Further, this will assist the process
owner in determining the risks to be prioritized
and monitored.

To assess risk likelihood and impact, the current threat
environment and controls are considered. At the end of
the exercise, the following are the expected outputs:

e List of potential threats with medium or high risks,
and prioritization of those that need immediate
mitigation; and

e Risktreatment plan for those threat and vulnerability
combinations resulting in moderate to high risks,
and determination of the ownerfresponsible
personnel to mitigate the risk.

RISK TREATMENT

This stage intends to determine the overall Risk Owner,
who shall be responsible for managing the risks
identified and who shall be directly responsible for
the strategy, activity or functions that relates to the
risk. Additionally, this is where the required actions
to respond to identified risks shall be determined to
reduce the residual risk to the asset to acceptable level.

RISK MONITORING AND REPORTING

Upon receipt of the approved Risk Treatment Plan,
the ISGD incorporates in the Information Security Risk
Register the verified list of risks which were rated “High,”
while all other identified risks will be monitored by the
respective Risk Owner.

The overall Risk Owner for the process assessed
is responsible for monitoring the necessary action
plans agreed to mitigate all High risks. Also, the Risk
Owner is responsible for providing ISGD with regular
updates of status of action plans. Likewise, the identified
Risk Response Owners is responsible for planning and
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implementing mitigation strategies and for reporting
breaches in the risk thresholds to the Risk Owners.
Thereafter, ISGD is responsible for tracking, monitoring,
and providing management a regular report on
the status of all IS Risk items registered in the
IS Risk register.

COMPLIANCE RISK/REGULATORY RISK/
ML/TF RISK

The Bank differentiates compliance risk as the current
and prospective risk to earnings or capital arising from
violations of, or non-conformance with, laws, rules,
regulations, prescribed practices, internal policies
and procedures, or ethical standards from regulatory
risk which refers to risk of loss arising from probable
mid-stream changes in the regulatory regime affecting
current position and/or strategy. ML/TF Risk represents
the Bank's risk of loss arising from a covered person’s
failure to prevent itself from being used as a money
laundering site and conduit for the proceeds of unlawful
activities as well as financing the act of terrorism.

The Bank's Compliance Program, the implementation
of which is overseen and coordinated by the Regulatory
Affairs Group (Compliance Officer), is the primary
control process for regulatory risk issues, including
money laundering and terrorist financing risks.
The Compliance Officeisresponsible forcommunicating
and disseminating applicable new rules and regulations
to all affected units, analyzing and addressing
compliance issues, monitoring embedding procedures,
performing periodic compliance testing on business
centers and Head Office units through the use of
the Hub & Spoke operating model and reporting
compliance findings to the Audit and Compliance
Committee (ACC) and the Board of Directors.

The Compliance Assurance Framework is the tool used
by the Compliance Office to manage compliance risk.
This framework operates within the context of the
Bank's Enterprise Risk Management Framework. The
Compliance Assurance Framework is embodied in the
Bank's Compliance Manual (CM).

COMPLIANCE ASSURANCE FRAMEWORK

The Compliance Assurance Framework aligns itself with
the Bank's Operational Risk Management Framework
and best practices in embedding the Three Lines of
Defense model. As Second Line of Defense, the
Compliance Office will focus its assurance resources in
providing an independent quality assessment of key
controls by building on the testing activities within the
First Line of Defense, Risk Management Group and
Internal Audit Group.

The framework comprises two types of reviews -
Continuous Monitoring Plan (“‘control-driven”) and the
SpecializedAssuranceReview (“riskprioritization-driven”)

Continuous Monitoring Plan (CMP)

The Continuous Monitoring Plan (CMP) is a set of
quality assurance reviews on key control areas and
will focus on giving risk and control owners the
assurance that controls are operating effectively on an
on-going basis.

Specialized Assurance Review (SAR)

Specialized Assurance Review (SAR) is a thematic
review and isdriven by risk prioritization based on senior
management discretion, current and emerging risks,
and other regulatory focus. This also addresses specific
lines of products / services and businesses that are
offered by more complex business units, thus, present
elevated challenges (i.e, Treasury, Trust & Investment,
Wealth Management, etc.).

COMPLIANCE RISK MONITORING AND REPORTING

The Compliance Office mainly reports to the ACC.
Compliance risk is also regularly reported to the ROC via
Key Risk Indicators (KRI) monitoring under Operational
Risk by RMG.

Compliance Risk is monitored in a number of ways.
These include the following:

e Compliance Certification from Deputy Compliance
Officers (DCO): This is a quarterly Certification
signed by the designated DCOs indicating a unit's
compliance (or non-compliance) to regulations.

e Compliance-Related Issues Management:
The Compliance Office has existing procedures on
reporting, monitoring and closure of compliance
relatedissuesinordertominimizeregulatorypenalties
and sanction against the Bank.

e Report of Examination Commitments: progress
of corrective actions relating to Report of
Examination (ROE) findings are monitored and
reported to the ACC.

e Monitoring and Reporting of BSP Conditions:
Compliance Office ensures the proper assurance,
embedding, monitoring, and reporting of the Bank's
action plans to satisfy such conditions through its
partnerships with various units.

MONEY LAUNDERING (ML)/ TERRORIST FINANCING
RISK MANAGEMENT (TF)

In the implementation of the ML/TF Risk Management
Framework, RCBC adheres to the highest standards
of corporate governance and ML/TF prevention as
embodied in the laws and regulations with due
consideration of other industry leading practices.
The Bank's ML/TF risk management is a holistic,
continuous, proactive and systematic processto identify,
assess, manage, monitor and report ML/TF risks from a
Bank-wide perspective.

The process covers all levels of the Bank - Board of
Directors, Senior Management and all personnel.
AML/CFT risk management involves assessing the risk
attributed to money laundering and financing of
terrorism and then implementing an appropriate
response to mitigate the risk. RCBC's AML/CFT
risk ~management structure, well-defined roles
and responsibilities and transparent escalation
process support the commitment to implement
an effective AML/CFT risk management.

ML/TF Risk Assessment

Institutional Risk Assessment. The Bank is commmitted
towards implementing a risk-based approach
to combat Money Laundering and Terrorism Financing
(“ML/TF"), which is fundamentally built on the
assessment of the ML/TF risks as part of its

Anti-Money Laundering & Counter Financing of
Terrorism (“AML/CFT) program. In support of the said
risk-based approach, the Regulatory Affairs Group
assesses RCBC's key exposures to ML/TF risks by
performing an Institutional ML/TF risk assessment
(“IRA") focusing on evaluating the inherent ML/TF
risks presented by RCBC's business activities and the
controlsin place to mitigate said inherent ML/TF risks so
as to determine the overall residual risks.

The IRA evaluates potential risks at two levels, i.e, (a) at
the level of the Assessed Unit and (b) at the aggregated
Institutional Level.

The results of the Assessed Units will be aggregated to
give an overall result at the Institutional Level. The overall
risk assessment should be reflective of the ML/TF risks
identified during the assessment of each business unit.

Risks are dynamic and must be continuously
managed. As the environment in which the Bank
operates is subject to continual change, the Bank's
IRA must be subject to regular review. An effective risk
assessment should be an on-going process and is not a
one-time exercise. The IRA shall be conducted at least
once every two (2) years, or as often as the Board or
senior management may direct, depending on the
level of risks identified in the previous risk assessment,
or other relevant AML/CFT developments that may have
an impact in the Bank's operations.

a. Periodic Exercise - At a minimum, the Bank commits
to refresh its IRA once every two years. The period
of assessment for a periodic exercise shall cover a
two-year period ending 31 December preceding the
commencement of the IRA exercise provided there
are no trigger events/scenarios detailed below;

b. Triggered Exercise - The following events might
also trigger the review of the IRA even prior to the
scheduled IRA exercise:

1. Significant changes in business activities
(e.g. when new products/services that carry a high
ML/TF risk are introduced, significant changes
to existing products/services that may pose a
heightened risk of ML/TF, and business expands
through mergers and acquisitions);

2. The introduction of a significant new AML/CFT
control or major enhancement to an existing
AML/CFT control;

3. Key amendments in Anti-Money Laundering
Council (“AMLC") AML/CFT laws, regulations,
andf/or guidance issued by the regulatory
authorities in the Philippines; and

4, The issuance of significant new global AML/CFT
standards.

The assessment triggered by the events mentioned
above shall cover a period of six to twelve months
preceding the commencement of the IRA exercise.

Risk Assessment Components. In the development of a
robust risk assessment process, the Bank has identified
components of inherent risks and components of
mitigating controls that shall be used in the analysis
of its ML/TF risks. These components are set forth
below. Analysis of inherent risks and the corresponding
mitigating controls shall determine the overall
residual risks for each Assessed Unit and for RCBC,
as an institution.
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In the circumstance that no data/information is
maintained by the Bank to provide responses to the
inherent risk questionnaire, the respective questions
will fall into the high risk category automatically.

a. Inherent Risk is a measure of “uncontrolled risk”.
The level of inherent risk shall be measured
using several key factors or components: customer
segments, products/services, geographic locations,
delivery/distribution channels, and other risk factors
such as staffing level, regulatory risk, historical issues,
technology changes, law enforcement requests.
Each component of inherent risk shall be evaluated
based on the likelihood and impact of a given risk.

b. Mitigating Controls is an assessment of ability and
strength of the existing internal control environment
fromadesignand operating effectiveness standpoint
tomitigatetheinherentrisks. There are controlsthatif
properlyimplementedandmaintainedonanongoing
basis, can effectively mitigate some of the inherent
ML/TF risks. Furthermore, the Bank takes into
consideration whether the control categories are
present and functioning individually and at the same
time operates together in an integrated manner.
The following are the mitigating factors used
in the assessment:

AML/CFT Policies and Procedures;

. Customer Due Diligence;

Name Screening, Transaction Monitoring and
Regulatory Reporting;

. Governance and Oversight;

. Internal Testing;

. Staff Training;

Staffing Level;

. Record Keeping and Management
Information Reporting

ONOUTN WNH

c. Residual Risk is the risk that remains after controls
(mitigating factors) are applied against the inherent
ML/TF risks. The residual risk rating can be used to
determine whether the controls are effective and the
risk is being adequately managed. This assessment
can be usedtodetermineifadditional and/or different
types of controls are needed for the business.

In this process, residual risk is determined by
considering the summary of the risk mitigation
factors and their strength in managing the identified
inherent risks.

ML/TF Key Risk Indicators

KRI data may be sourced from the various business
units performing activities with ML/TF risk exposures
and/or operations and support units, e.g. Settlements,
Centralized Account Opening, etc. The standard
of measurement to be used for KRIs is Metric Based
Indicatorswhichinclude:currency, numeric, percentage.
Thresholds will be set to provide a qualitative
measurement of the ML/TF risk exposure. To capture
ML/TF risk exposure to a given point in time, frequency/
periodicity (e.g. monthly, weekly, semi- annual, etc)
of KRIs will be set.

ML/TF Risk Monitoring
1. Board of Directors

It is the ultimate responsibility of the Board of
Directors to ensure the Bank's full compliance with
the provisions of the AMLA, as amended, the TFPSA
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and their RIRR. It shall ensure that ML/TF risks are
effectively managed and that this forms part of the
Bank’s risk management system.

The AML Board Com is constituted for the purpose
of carrying out the Board of Directors’ mandate to
fully comply with the Anti-Money Laundering Act,
as amended, its Revised Implementing Rules and
Regulations (ML/TF) and all related Anti-Money
Laundering and Counter Terrorist Financing
Regulations; and to ensure that oversight on the
Bank's compliance management is adequate.

The AML Board Com has oversight over the
Bank's ML/TF risk management including the
implementation of the processes in the AML Risk
Management Framework including the conduct
of an institutional risk assessment (IRA), execution,
implementation, and reporting.

The results of the IRA are reported to the AML Board
Com by the Compliance Office. The AML Board
Com's directives to mitigate critical ML/TF risks
that are identified and assessed shall be effectively
communicated to all affected stakeholders.

. Senior Management

Anti-Money Laundering Management Committee

(AMLManCom)

The AMLManCom is mainly responsible for
approving/disapproving the filing of a suspicious
transaction report escalated by the Regulatory
Affairs Group and is guided by its internal policy
on handling of accounts with previous STRs filed
and shall take into account the deliberations and
disposition on the same as well as the alerts
generated by the AML System, among others.

. Money Laundering and Terrorist Financing

Prevention Program (MTPP)

The Bank's MTPP aligns with the provisions of the
Philippines’ Anti-Money Laundering Act (AMLA),
as amended, the Terrorism Financing Prevention
and Suppression Act (TFPSA), their Implementing
Rules and Regulations (IRR), and all Anti-Money
Laundering council (AMLC) and Bangko Sentral
issuances. It follows a risk-based approach in
accordance with the recommendation of the
Financial Action Task Force.

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

e Asystem of internal policies, procedures, and
controls (first line of defense);

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

e An on-going employee training program; and
An independent audit function to test the overall
effectiveness of the MTPP (third line of defense).

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

4. Systems

The Board and Management heavily invested in
the purchase of and/or subscription to systems
or applications that can help mitigate the Bank's
ML/TF risks:

e Base60 AML System (Base60), a system that
extracts reportable Covered Transactions (CTR)
and creates alerts and flags for possible reportable
Suspicious Transactions (STR).

e Predator, a real-time fraud and ML/TF transaction
monitoring system. There are existing parameters
for transactional behavioral analyses in Predator.

e Accuity, a global watch list screening online
solutionthatcanassistinpreventingtheonboarding
of a client who is connected to any individual
or entity who is included in the sanction list of
the United Nations and Office of Foreign Assets
Control (OFAC) of the U.S. Department of Treasury,
as well as identify Politically Exposed Persons; and,

e Electronic Document Management System
(EDMS) digitizing the Bank's KYC and transactional
forms and documents for easy retrieval.

5. AML Sanctions Policy

The Bank is committed to complying with the
sanctions laws and regulations of the Republic
of the Philippines and the United Nations (UN).
It also recognizes the sanctions program of the
European Union (EU) and the Office of the Foreign
Asset Control (OFAC) of the United States (US)
Department of Treasury.

To meet the abovementioned obligations, the Bank
and its subsidiaries observe and comply with the
minimum standards set by relevant regulations
which include:

e Screening customers and transactions against
the sanctions list issued by the UN, the EU,
the OFAC and the Philippines;

e Prohibiting or restricting business activities,
personal transactions, customer relationships
or transactions that the Bank believes:

o May violate applicable sanction rules,
whether directly or indirectly;

o Involve individuals, entities or vessels listed on
an official sanction list by the UN, EU, OFAC or
local regulatory sanctions list, whether directly
or indirectly;

o Are residing in, or operating from a sanctioned
country or location;

o May potentially circumvent applicable
sanctions rules or the spirit thereof;

e Blocking or rejecting transactions where the
Bank is obligated to do under applicable laws or
regulations including the Terrorism Financing
Prevention and Suppression Act of 2012 and
Anti-Terrorism Act of 2020.

6. ML/TF-Related Investigations

The Compliance Office conducts investigations on:
1. clients and/or transactions flagged for investigation
in AML systems; 2. clients who are the subject of
regulatory findings; 3. referrals from other bank units
for potentially suspicious activity; 4. clients who are
the subject of negative media information; and
5. clients who are the subject of inquiries and court
orders. The investigations are conducted to
determine if filing of Suspicious Transaction Report
is warranted and if there are required actions to
take to mitigate money laundering and terrorist
financing risks.

7. AML/CFT Training

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

ML/TF RISK REPORTING

The Compliance Office regularly reports to the
AML Management Committee, Senior Management
Committee, AML Board Committee, Audit & Compliance
Committee and the Board of Directors to ensure that
monitoring of AML activities is regularly disclosed
allowing management to perform its oversight
function on AML and TF matters.

The Operational Risk Management Division (ORMD)
reports the progress and results of AML KRIs and
issues to the Risk Oversight Committee and the AML
Board Committee.

The Internal Audit Group reports the results of
independent review and their AML rating are
reported to the Audit and Compliance Committee.

When in the conduct of AML risk assessment, the
institution is found to be not adequately managing its
ML/TF risks, such shall be reported to the AML Board
Com and high ML/TF risks are monitored in accordance
with the set risk appetite by the AML Board Com. The
ML/TF risk-related directives of the AML Board Com are
effectively commmunicated to concerned stakeholders.

The Compliance Office, in coordination with the Human
Resources Group also organizes the timing and content
of AML training of officers and employees, including
regular refresher trainings, as required under Section
931 of the MORB.
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CORPORATE GOVERNANCE

On Corporate Governance, compliance risk is monitored
via reports submitted to the BSP, and through the
implementation of a corporate governance framework
that adheres to the principles set out in BSP Circular
No. 969 or the Enhanced Corporate Governance
Guidelines for BSP Supervised Financial Institutions and
SEC Memorandum No. 19, series of 2016 or the Code of
Corporate Governance for Publicly-Listed Companies,
and the Revised Corporation Code of the Philippines.

To promote independent oversight of management,
the Bank’'s Board of Directors is composed of majority
of non-executive directors, which by definition includes
independentdirectors.Outofthefifteen-memberboard,
fourteen are non-executive, five being independent.

The BOD is headed by a Chairperson who is a
non-executive director. To ensure a system of check
and balance, the Bank's Corporate Governance
Manual requires that the positions of Chairperson and
Chief Executive Officer (“CEQ") shall not be held by
one person.

Reports pertinent to the electionfappointment of
the directors and officers, including interlocking
positions, are monitored to ensure timely submission
to regulators and to avoid the imposition of penalties.

Alldirectorsand key officers of the Bank are also required
to undergo at least four hours of relevant training which
includes training in Anti-Money Laundering.

The Bank's BOD sets the tone at the top. The Board
approves and oversees the implementation
of strategies to achieve corporate objectives, Risk
Governance Framework, and systems of check
and balances. The Board is also responsible
for the establishment of a sound corporate
governance framework.

The Board delegates some of its functions to board-level
committees. Presently, the Bank has eight commmittees,
five of which are control committees. These are:
(1) the Audit and Compliance Committee; (2) the Risk
Oversight Committee; (3) the Corporate Governance
Committee; (4) the Related Party Transactions
Committee; and (5) the AML Committee.

The Audit and Compliance Committee has oversight
over the internal audit and compliance functions.
The Risk Oversight Committee oversees the Bank's Risk
Governance Framework. The Corporate Governance
Committee assists the Board in fulfilling its corporate
governance responsibilities. The Related Party
Transactions Committee evaluates all material relat-
ed party transactions of the Bank to ensure that these
are undertaken on arm's length terms. Finally, the AML
Committee carries out the mandate of the Board to fully
complywiththeAnti-MoneylLaunderingAct,asamended,
its Revised Implementing Rules and Regulations
and the Anti-Money Laundering Regulations
under the MORB.
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RELATED PARTY TRANSACTIONS

Compliance risk pertaining to related party transactions
is monitored through the following reports submitted to
BSP pursuant to Section 136 (Related Party Transactions)
of the MORB:

1. Report on Conglomerate Structure - This is a report
that is required of Banks that are part of
conglomerates and submitted to the BSP within
30 calendar days after the end of every calendar year.
The conglomerate structure shall disclose the
beneficial owners of shareholdings that are in the
name of PCD Nominee Corporation.

2. Reporton Material Related Party Transactions (RPTs) -
Thisisa report submitted within twenty (20) calendar
days after the end of the reference quarter including
the material RPTs not only of the Bank but also
including the material RPTs of its non-Bank financial
subsidiaries and affiliates.

The foregoing reports are pursuant to the duty and
responsibility of the Board of Directors to exercise
effective oversight over entities in the group and to
ensure the consistent adoption of corporate governance
policies and systems across the group.

The Bank has further enhanced its Policy on Related
Party Transactions which include, among others:

Coverage of RPTs;

Coverage of the Bank’s Related Parties;

Definition of control;

Database of Related Parties;

Identification, review, approval and reporting

of material and non-material RPTs;

e GCuidelines in determining arm’'s length terms,

with provision on when requirement of a fairness

of opinion issued by an independent adviser

is warranted;

Materiality Threshold and Excluded Transactions;

Individual and Aggregate Exposures;

Conflict of Interest;

Controls and Audit, with provision on the

periodic review of the Bank’s system and

internal controls governing RPTSs;

Whistleblowing Mechanism;

e Restitution of Losses and Remedies for Abusive RPTs
Training of employees on RPT; and

e Policy review

ASEAN Corporate Governance Scorecard (ACGS)
and the Integrated Annual Corporate Governance
Reports (I-ACGR)

In September 2012, the ASEAN CG Scorecard was
adopted by the Philippines, replacing the national
CG Scorecard for Publicly Listed Companies (PLCs).
Under this initiative, the Bank's corporate governance
standards and practices shall be evaluated and
assessed through publicly available information and/
or disclosures posted in its website (e.g., annual report,
GIS, structured reports, etc.). In lieu of the submission
of the accomplished questionnaire, external evaluators
will review and access information directly from
the Bank's website. Thus, regular review and monitoring
shall be conducted and coordinated with the unit
responsible for the website maintenance to ensure
that updated information are uploaded and/or easily
accessible to interested 3rd parties (e.g., financial
analysts, rating agencies, regulators, etc.) and the public
in general.

On15December2017,SECissued Memorandum Circular
No. 15, Series of 2017, requiring all listed companies to
submit an Integrated Annual Corporate Governance
Report (I-ACGR). The I-ACGR would take the place of the
old Annual Corporate Governance Report. The I-ACGR
would also be used in place of the PSE Corporate
Governance Guidelines Disclosure Survey.

The I-ACGR lists the recommendations under SEC
Memorandum Circular No. 19, Series of 2016 or the Code
of Corporate Governance for Publicly-Listed Companies.
Covered companies are then required to disclose
compliance with the recommendations, or to explain
non-compliance or alternative compliance thereto.
The I-ACGR is required to be submitted on May 30 of the
following year for every year that the company remains
listed in the PSE. The I-ACGR is required to be signed by
(N theChairmanofthe Board;(2) Chief Executive Officeror
President; (3) All Independent Directors; (4) Compliance
Officer; and (5) Corporate Secretary.

In October 2023, the new revision of ACGS was endorsed
by the ASEAN Capital Market Forum (ACMF) Chairs
in response to the updated G20/OECD Principles
of Corporate Governance and considers the recent
developments in capital markets and corporate
governance policies and practices. It includes new
and updated criteria on shareholder rights and
equitable treatment, transparency and disclosure,
board responsibility, and the new area of sustainability
and resilience.

OTHERS

Outsourced and Insourced Banking Activities

New proposals for outsourcing/insourcing of banking
functions are first evaluated/assessed taking into
consideration both the risks and benefits of outsourcing
the said activity, to determine whether the arrangement
is material or non-material to the Bank's business.
It is then further reviewed by relevant banking units
to ensure that legal, regulatory and operational risks
are identified and adequately mitigated. The Bank
also maintains and regularly updates its database of
outsourcing agreements to ensure consistent and
regular KYC and due diligence checks are observed.
The Bank's outsourcing policy sets the guidelines for
outsourcing of banking functions, services or activities
to all the business units

FATCA

The Bank has taken great strides to become globally
compliant with the Foreign Account Tax Compliance
Act (FATCA) and remains steadfast in this direction.
It continues to comply with the US-Philippines FATCA
Intergovernmental Agreement (IGA).

In line with the Compliance Office’s compliance risk
stewardship function, it has and continues to render
various opinions, answers and give frequent assistance
to the various Bank units regarding client concerns and
FATCA implementation.

To ease FATCA compliance for clients, the Bank rolled
out a self-certification form for non-U.S. entity clients.
This form replaced the US. IRS Form (W-8BEN-E)
to give its clients a more comprehensible form that
covers all mandatory information required under
FATCA. The FATCA status tags are likewise updated
to comply with the reporting requirements of the IGA.

The Bank's Wholesale Banking Compliance Head is also
its FATCA Responsible Officer.

COMMON REPORTING STANDARD

The Common Reporting Standard (CRS) was first
introducedbytheOrganizationforEconomicCooperation
and Development (OECD) in February 2014.

When the Standard for Automatic Exchange of Financial
Account Information in Tax Matters was published,
itintroduced the CRS framework, a FATCA-like reporting
system, which aims to provide for the annual automatic
exchange of financial account information between
Governments on July 21, 2014. As of date, the Philippine
Government hasnotsigned,and hasalso not cormmitted
to sign the CRS.

DATA PRIVACY

Republic Act No. 10173 or The Data Privacy Act of
2012 (DPA) was approved into law on August 15, 2012.
Subsequently, the DPA's Implementing Rules and
Regulations (IRR) were promulgated on August 24, 2016,
and took effect fifteen (15) days after its publication.

The Bank has completed its registration with the
National Privacy Commission (NPC) in 2017 and has an
appointed Data Protection Officer, underthe Regulatory
Affairs Group.

The Bank has conducted a bank-wide Privacy Impact
Assessment (PIA) to determine the DPA's impact to its
operations, possible threats, vulnerabilities and risks.
These were made basis of the Bank's Data Privacy
Policy. To educate the Bank's employees, the Data
Privacy e-learning module was first rolled out in May
2018. New employees are also trained on data privacy
upon onboarding and branch induction programs.
The Data Privacy e-learning module is regularly updated
to incorporate new NPC issuances. The most recent
e-Learning module was updated and released in
December 2022.

The Bank completed its Phase Il registration with the
NPC in March 2018. The Bank ensures that its DPO has
obtained a DPO Ace Level 1 Certification from the NPC.

The Bank has crafted its Data Privacy Framework
by drafting its Comprehensive Data Privacy Policy and
Privacy Notices through the cooperation and assis-
tance of representatives from concerned business units.
The policy sets the guidelines for all Business Units as
they update their own Operating Manuals to align with
the Bank’s general directives. The Bank ensures that
its Data Privacy Policy is timely updated in accordance
with the subsequent issuances of the NPC.

REPUTATIONAL RISK

The Bank defines Reputational Risk as the risk to
earnings, capital, and liquidity arising from negative
perception on the Bank of its customers, shareholders,
investors, and employees, market analysts, the media,
and other stakeholders such as regulators and other
government agencies, that can adversely affect the
Bank'sability to maintain existing business relationships,
establishnewbusinessesorpartnerships,orcontinuously
access varied sources of funding.
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RISK IDENTIFICATION AND ASSESSMENT

The management of reputational risk in the Bank
is guided by its Reputational Risk Management
Framework in accordance with BSP Circular 1114. While
growth is projected to emanate from these drivers,
the Bank recognizes that potential failure in the same
ushersin a potential damage to reputation. Without the
public needing to know exactly what the Bank plans
to achieve, reputation is impaired when, for example,
profitability dips, a rebranding scheme backfires,
incidence of fraud becomes significant and public,
or when employee attrition is high.

Financial Performance

Other than doing a self-assessment (via quarterly
business reviews) of where the Bank is vis-a-vis
financial targets, what to expect in the coming months,
and what can gowrong, the Bank relies on assessments
rendered by external rating agencies and by its
regulators. The potential deterioration of these
assessments, independent of sovereign rating,
constitutes a major reputation event.

Customer

The Bank recognizes that campaigns aimed at
deepening  customer  relations and building
brand equity can potentially backfire due to bad
execution. The more visible and embedded it
becomes, the bigger the potential loss.

Other than the business quarterly review, another tool
used by the Bank in identifying customer reputational
risk is a feedback process employed for all products and
services before they are launched, during soft launches,
and throughout the life of a product or service.

Internal Processes

Whilethe Bankaimstostrengthenitsinternal processes,
it also recognizes that failure of these processes is a likely
scenario. It turnsto its own operational risk identification
tools to carry out the identification of possible risk areas
in relation to processes.

People

Failure on the “people” component may lead to
publicly visible manifestations such as strikes, an
exodus of talent and even customers, and the inability to
attract good talent to work for the Bank. Benchmarking
of recruitment, compensation, benefits, and even
organizational development practice is a tool used
by the Bank in identifying gaps in its people
Management process.

RISK CONTROL

Consistent with the view that reputation risk is a
product of other material risks, controlling the
magnitude of reputation risk is attained by controlling
those of the others'.
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RISK MONITORING AND REPORTING

The continuous monitoring and reporting of
reputational risk is a key component of an effective
Reputational Risk Management Framework. It is
imperative therefore that reports on reputational
risks are submitted on a timely basis, and information
generated both for external and internal parties are
reported internally to Senior Management and the BOD
where appropriate.

Report Frequency Reported To
Reputational Risk Report Quarterly ROC )
CX Council,

as applicable
Business Unit

Customer Complaints Register
Monthly Level Forums

(consolidated report)

RISK MITIGATION

Implementation of an effective internal control system
to mitigate reputational risk such as but not limited to
the following:

. Reputational Risk Identification and Assessment
. Reputational Risk Control and Mitigation
. Reputational Risk Monitoring and Reporting
. Communication and Disclosure
. Crisis Preparedness and Resolution
Employee Education and Awareness

SO0 O000TYO

It is envisioned that the positive stories released to
the media will help frame initial public perception in a
beneficial light in the event a negative story hits
the media. At the same time, the good relationship
built with the media over time may be seen as a risk
mitigation tool and will be an advantage for the Bank
in the event of a crisis.

FINANCIAL CONSUMER PROTECTION

Implementation of an effective internal control system
to mitigate reputational risk such as but not limited to
the following:

The Framework

In light of growing diversity of products and services
with varying complexity and risks as well as the trust
and confidence of our customers, the Bank for the past
years has been continuously enhancing its corporate
governance system in compliance with BSP Circular
Nos. 857 and 1048 (BSP Regulations on Financial
Consumer Protection), BSP Circular 1160 (Regulations
on Financial Consumer Protection to Implement
Republic Act No. 11765, otherwise known as the
“Financial  Products and  Services = Consumer
Protection Act”) and SEC Rules and Regulations of the
Financial Products and Services Consumer Protection
Act of 2022, to ensure that consumer protection
standards and practices as defined in its Financial
Consumer Protection (FCP) Framework are duly
observed and embedded in the conduct of its business
operations, thereby creating a stronger corporate
culture and working towards upholding fair treatment
of customers at all stages of their business relationship
with the Bank.

The framework revolves around the core principles of
consumer protection, namely:

Disclosure and transparency;
Protection of client information;

Fair treatment;

. Effective recourse; and

Protection of Consumer Assets Against
Fraud and Misuse

LENININES

The BOD, jointly with the senior management, is
ultimately responsible in establishing an effective
oversight over our consumer protection programs as
well as in ensuring that consumer protection practices
are embedded in our business operations.

As part of the RCBC's corporate-wide risk management
system spearheaded by its RMG, the FCP Consumer
Assistance and Risk  Assessment Mechanism
is instituted to identify, measure, monitor, and
control consumer protection risks (both risks to
the financial consumers and the Bank) inherent
in its operations. In coordination with the select
Consumer Assistance Officers (CAOs) of different
client-facing Business Units, all customer complaints
received from all channels (i.e, social media, branches,
business units, Customer  Care Department,
and BSP Consumer Affairs Group) are recorded
and monitored regardless of nature or type and are
reported to the Reputational Risk Department (RRD)
formerly Consumer Protection Unit (CPU) under
Operational Risk Management Division (ORMD), as part
of its oversight functions, to ensure that the consumer
assistance management processes are effectively
performed within the Bank's FCP Framework.

Customer Care Department

The Bank, through Customer Care, is committed to
providing consistent quality service to every customer.
RCBC Customer Care handles complaints received
through the following channels:

By Phone: (+632) 8877-7222;1-800-10000-7222;

(Int'l Access Code) +800-8888-7222

By Email: customercare@rcbc.com;
loan_customercare@rcbc.com

By Website: www.rcbc.com

By Social Media: www.facebook.com/RCBCGroup;

@askRCBC

Details of the complaints such as account number,
complete name, transaction or incident date, amount
andresolutionrequested should be completely provided
by the complainant to Customer Care. Investigation
commences upon receipt of the complete details
from the complainant. To ensure that complaints are
promptly investigated and resolved, all complaints
are logged in a ticketing system and forwarded to the
fulfillment unit for resolution.

The turnaround time of a particular complaint
depends on the Service Level Agreement with the
fulfillment units. Generally, complaints particularly
simple in nature are aimed to be resolved within seven
calendar days from receipt, whereas complaints that
are complex in nature are expected to be resolved
within 42-47 calendar days from receipt. Throughout
the complaint investigation process, Customer Care
keeps customers informed of the progress until the
complaint’s resolution.

If for whatever reason, the customer is not satisfied
with the outcome of the complaint, the Bank
will  further discuss with the customer to find
a satisfactory outcome.

CONSUMER ASSISTANCE MANAGEMENT SYSTEM
(cAMS)

The Bank keeps an open communication line with
customers in sustaining and nurturing the banking
relationship. The Bank welcomes suggestions,
complaints and feedback; as it considers customers’
inputs in improving its products and services.
Our customers may bring to the Bank’s attention
inquiries, complaints and feedback about its products,
services and other relevant concerns through the
Customers Assistance Mechanism.

1. Consumers may log their concerns through
any reasonable means, such as personal visit, letter,
e-mail, telephone, SMS and social media.

2. All complaints received are duly acknowledged,
responded and acted upon within the established
time frame.

3. Pertinent information is obtained from the customer.

4. The concerned unit provides resolution in order to
achieve settlement of issues within the Bank’s level.

5. Result of assessment and investigation is
communicated to the complainant and the possible
remedies available including escalation to BSP
Consumer Empowerment Group should the
actionstaken bythe Bankremain unsatisfactorytothe
customer’s expectations.

The Bank in its continuous efforts to improve its
Consumer Assistance Mechanism (CAM), the tracking
and ticketing system is in place to ensure classification
of cases (i.e. tagging of cases per main category and
sub-category) and rationalization of Service Level
Agreement (SLA) per classification embedded therein.
Further to this, the initiative aims to provide
management and regulators a more in depth and
comprehensive data analytics to include nature/trend
of complaints received to include its Business Impact
Analysis (BIA) on a month on month basis.

To further ensure effective management of customer
complaints, the Bank continues to implement the
overall CAMSinfoursteps,namely: (1) Acknowledgement,
(2) Investigation/Analysis by designated Customer Care
Representative, CAO or Senior Officer, (3) Decision/
disposition and communicating of resolution/feedback
to the customer, and (4) Closing of complaint.

For Y2023, the Bank received a total of 55391
customer complaint cases, a 10% increase against the
previous year:

Total Customer Complaints Year on Year

No. of Customer Complaints — YR 2022: 50,207
No. of Customer Complaints — YR 2023: 55,391
Ratio Year on Year (Increase) 10%
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As the Bank moves towards the digital approach
of doing business with our customers, most of the
complaint cases received in Y2023 are related to ATM,
Diskartech and Online Banking. As a percentage
of transaction volume, ATM, Diskartech and Online
Banking, recorded customer complaints with low
impact at 0.013%, 0.08% and 0.015% of the total
transactions, respectively.

ATM DISKARTECH B?AT\III(I:\‘NEG
No. of Customer Complaints 13,182 4,865 34,357
No of Transactions 104.4 M 58M 2292 M
Complaints to Transactions to Ratio |  0.013% 0.08% 0.015%

Data Privacy

Managing the risks of data privacy is a significant
undertaking for any organization. The Bank, in
compliance with the Data Privacy Act of 2012
(DPA) is cognizant of the customers’ fundamental
rights to privacy. Under the direct supervision of
the Bank's Data Protection Officer (DPO) of the
Regulatory Affairs Group, compliance with the DPA
is effectively monitored and implemented as follows:

e Updated privacy policies are kept updated at all times;
e Data privacy notices are posted in the Bank's website;

e Data privacy agreements are in place to ensure
personal data of customers are used in
legitimate purposes

e Customers are provided with Consent Forms on how
to manage their personal information maintained by
the Bank; and

e Onlyinformation necessary and as mandated by the
law and regulation, will required from customers

Commitment

Ultimately, the Bank is committed to fully enforce
the Financial Consumer Protection Framework and
the Data Privacy Policy through continuous assessment
of compliance with the regulatory standards of conduct
in order to achieve a culture of fair dealings and
responsible business practices as embedded in the
Bank's overall operations.

ENVIRONMENTAL AND SOCIAL
(E&S) RISK

Environmental and Social (E&S) Risk refers to the
potential financial, legal, and/or reputational negative
effect of E&S issues on the Bank. E&S issues
include environmental pollution, climate risk (both
physical and transition risks), hazards to human
health, safety and security, and threats to community,
biodiversity and cultural heritage, among others.

The United Nations Office for the Coordination of
Humanitarian Affairs reports that over 13,7 million in the
Philippines have been affected by natural hazards and
conflict in 2023". Such hazards include supertyphoon
Egay displacing over 620,000 people in Northern Luzon
and a 7.4-magnitude offshore earthquake damaging
over 9,000 houses in Surigao del Sur and nearby areas.

Disaster risks also include floods, droughts, landslides,
and volcanic eruptions which significantly affect the
country’'smaineconomicsectorssuchasagricultureand
industry. Climate change also impacts the magnitude
and interval of such natural disasters which could make
recovery more challenging, especially in the aftermath
of the global coronavirus disease (COVID-19) pandemic.

In accordance with the Paris Agreement, the Philippines
has submitted its Nationally Determined Contribution
to the United Nations Framework Convention on
Climate Change (UNFCC) last April 15 2021
This commitment echoes the government's awareness
and actions towards climate change mitigation by
employing appropriate policies and frameworks.
The country's NDC includes a projected greenhouse
gas (GHG) emissions reduction of 75% (2.71% using the
nation's resources and 7229% through means of
implementation support under the Paris Agreement).
These commitments and actions are documented
through the National Framework Strategy on Climate
Change (2010-2022) and the National Climate Change
Action Plan (2011-2028).

RCBC affirms that the awareness of climate change
and taking actions to address its impact are prudent
risk management strategies in the Bank's role in
national development. As a leading domestic financial
institution and a responsible corporate entity, the Bank
iscommitted to doingits part to reduce global warming,
embark on climate and disaster-resilient policies, and
support the government in its commitment to the
UN Sustainable Development Goals (SDGs).

RCBC Sustainable Finance Strategy

RCBC continues to support the BSP’s call for financial
institutions to be enablers of environmentally and
socially responsible business decisions.

This is evidenced by RCBC being one of the earliest
adopters of BSP Circular 1085 which mandates
Philippine pbanks  to integrate  sustainability
considerations in  their governance frameworks,
risk management systems, strategies and operations.
The Bank has been implementing its Environmental
and Social Management System (ESMS) since 2011
and its own Sustainable Finance Framework since
April 2019 (with the latest amendments published in
February 2024).

The Bank's ESMS Policy and Sustainable Finance
Framework are both aligned with the salient provisions
of BSP Circular 1085 and BSP Circular 1128 (E&S Risk
Management, issued in October 2021). Both Circulars
promote the need for periodic assessment of the
policies to ensure their relevance with developments in
the business environment.

Banks and financial institutions have a vital role in
climate change mitigation, supporting the government
in meeting its sustainability objectives, and effectively
contributing to the UN SDGs and the Paris Agreement.

In December 2020, RCBC committed to cease funding
of the construction of new coal power plants in the
country or anywhere else in the world as reinforced
in the RCBC Sustainability Forum conducted in
October2023. TheBank'sremainingexposuretocoal-fired
power projects will be zeroed out by 2031. These are
clear demonstrations of RCBC's leadership in shifting
financing toward clean energy, supporting the

" Philippines: 2023 Significant Natural Hazards and Conflicts Snapshots (As of 12 January 2024) https.//reliefweb.int/report/philippines/philippines-2023-significant-natural-haz-
ards-and-conflicts-snapshot-12-january-2024#:~text=1n%202023%2C%20natural%20hazards%20and,number%200f%20TCs%20since %201948
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government's moratorium on endorsements for
greenfield coal power plants, and building a more
sustainable power supply mix. As approved by the
Bank's ROC in March 2023, RCBC is targeting to
increase its RE portfolio by 10% to 15% per annum (p.a.)
in the next 12 to 24 months. As of January 2024, the
bank's RE portfolio already grew by 37% versus the
December 2023 level.

Environmental and Social Management System
(ESMS)

The Bank's ESMS requires that all lending relationships/
credits, both pipeline and portfolio, are vetted from
an E&S risk perspective. The ESMS is aligned with the
International Finance Corporation’s (IFC's) eight
Performance Standards (PS) and is implemented
to safeguard lending operations from exposure to
activities with identified E&S risks.

The ESMS Policy is a declaration of RCBC's commitment
to sustainable development and management of E&S
issues. The ESMS Policy is published on the Bank's
online library and is accessible to all employees (from
senior management to rank and file) and those with
direct contacts with RCBC are familiar with the
environmental, social and risk management policies of
the Bank.

In accordance with the ESMS Policy, all credit proposals
for loans and other credit accommodations from RCBC
need to go through E&S screening for risk and impact
assessment. Only activities or projects which pass the
E&S risk and impact assessment shall be eligible for
financing. Initial E&S risk assessment tools include the
IFC Exclusion List, applicable national and international
laws on environment, biodiversity, deforestation,
marine environment, water risk, pollution prevention,
indigenous peoples and protection of cultural heritage,
health, human and labor rights, safety and social issues
and any standards established therein, and the IFC
PS. Environmental Risk Categories (ERC) are assigned
to accounts based on the level of E&S risk, and credit
approvals obtained in accordance with requirements
depending on the ERC.

Relationship managers conduct the preliminary
evaluation of an account’'s E&S risk level and may be
assignedas ERCA (high-levelrisks), ERC B (medium-level
risks) or ERC C (low-level risks). The ERC classification
is then reviewed and validated by the Environmental
and Social Risk Officer (ESRO), the second line of
defense, who has the authority to override initial E&S
risk assessment, if warranted. Validated ERC
assessments are eventually included in the regular
review of Internal Audit (third line of defense).
TheERCassessmenttakesplacebeforealendingdecision
is made, and continues during the life cycle of the
loan agreement with the client. Applicable
environmental covenants are also incorporated in
the loan/credit agreement and these are periodically
evaluated and monitored to ensure compliance.

Enhanced due diligence and vetting are applied in the
assessment of medium- and high-level risk accounts
based on the following IFC PS:

1. Assessment and Management of Environmental
and Social Risks and Impacts

. Labor and Working Conditions

. Resource Efficiency and Pollution Prevention

. Community Health, Safety, and Security

Land Acquisition and Involuntary Resettlement

. Biodiversity Conservation and Sustainable

Management of Living Natural Resources

. Indigenous Peoples

. Cultural Heritage

ON OUAWN

The Bank’s ESMS principles, along with the IFC PS,
are applied in the conduct of the Environmental and
Social Due Diligence (ESDD)throughsitevisitsordesktop
reviews by the ESRO which follows a cycle of 18-24
months. This is an integral monitoring requirement
commensurate to the risks involved in selected high
risk accounts. RCBC emphasizes the importance of the
ESDD process to clients and other stakeholders, and
require them to engage in activities that meet the
Bank's sustainability standards. Through the ESDD, the
Bank is able to assess, review and validate the client’s
management of E&S risks on a regular basis, hence
providing a proper monitoring mechanism for
addressing potential E&S concerns. The actions taken
by the clients affirm the development of the
clients’ shared commitment with RCBC towards
sustainable practices.

The implementation of the Bank's ESMS helps identify
and create long-termsolutionsto E&Sissues—mitigating
negative effects on the environment and affected
communities, and enhancing positive sustainable
development impacts.

RCBC Sustainable Finance Framework

To keep within market developments, RCBC has
just published the amended Sustainable Finance
Framework this February 2024 (updated from its
initial publication in April 2019). The RCBC Sustainable
Finance Framework still articulates the Bank's strategy
to prioritize fund raising and lending to priority sectors.
Under this framework, RCBC can issue Sustainable
Financing Instruments (“SFI") to fund loans and
projects that have clear environmental and/or social
benefits. SFIs include Green Bonds (and its subset of
Blue Bonds), Social Bonds, Sustainability Bonds, Green
Loans (and its subset of Blue Loans), and other debt
financing instruments. These SFls conform to global
sustainable finance principles, primarily those of
the International Capital Market Association (ICMA)
and ASEAN Capital Markets Forum. The amended
framework also follows the Securities and Exchange
Commission (SEC) Guidelines on Eligible Blue Projects
and the International Finance Corporation (IFC)
Guidelines for Blue Finance.

RCBC's updated Sustainable Finance Framework
was reviewed by Sustainalytics, who issued a
Second Party Opinion (similar to the maiden version),
citing RCBC's Framework as “credible and impactful.”
Both documents are published in RCBC's website
(www.rcbc.com/sustainability).

As of end 2023, RCBC has financed over 18,000 projects
under its eligible green and eligible social portfolio
amounting to almost Php 100 billion. RCBC's SFis aim
to increase awareness among peer banks and promote
a concerted effort in preventing further damage to the
environment and communities while moving toward
sustainable economic development. This is aligned
with the BSP's definition of Sustainable Finance in BSP
Circular No. 1085: “.any form of financial product or
service which integrates environmental, social and
governance criteria into business decisions that
supports economic growth and provides lasting benefit
for both clients and society while reducing the
pressures on the environment..”
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Eligible Project Categories

In accordance with RCBC's Sustainable Finance
Framework, RCBC shall allocate the proceeds of any SFI
to finance and refinance RCBC's loans to customers or
its own operating activities in Eligible Green Categories
with an identified subset of Eligible Blue Categories
and/or Eligible Social Categories where:

e The proceeds of RCBC's Green Bond or Green Loan
will be allocated to Eligible Green Categories;

e The proceeds of RCBC's Blue Bond or Blue Loan will
be allocated to Eligible Blue Categories (a subset of
Eligible Green);

e The proceeds of RCBC's Social Bond or Social Loan
will be allocated to Eligible Social Categories;

e The proceeds of RCBC's Sustainability Bond will
be allocated to Eligible Green Categories (with subset
of Eligible Blue Categories) and Eligible Social
Eligible Categories

Reporting

Under the Sustainable Finance Framework, RCBC
shall report:

e breakdown of proceeds according to eligible assets

e the balance of unallocated proceeds

e examples of projects being financed (subject to
confidentiality considerations)

RCBC's annual Allocation and Impact Reports are
published in the Bank's website (www.rcbc.com/
sustainability).

RCBC COMPLIANCE WITH MORB SECTION 153"

With the ESMS and its own Sustainable Finance
Framework in place, RCBC can be considered as one
of the earliest adopters of the salient provisions of
MORB Section 153. In order to equip the Bank with tools
relevant to the additional E&S risk management
requirements of MORB Section 153, RCBC has
embarked on the following training programs and
sustainability initiatives:

E&S Risk Management Culture

Starting 2022, RCBC has integrated a mandatory
Sustainability Key Result Area (KRA) into the annual
employee performance evaluation as advocated by
MORB Section 153. The objective is to promote E&S
responsibility among all employees, with the internally
developed Sustainability e-learning materials (launched
in 2021 and expanded in 2022 and 2023) serving as
primary tools in applying the KRA.

e INn4Q2021,RCBCrolled-outaBank-wide Sustainability
E-Learning to serve as a preparatory training tool in
integrating the sustainability agenda in the Bank's
performance appraisal system as required by MORB
Section 153. The E-learning serves as the immersion
toolthathelps RCBCemployees,seniormanagement,
and Board of Directors understand the Bank's role
and the individual's responsibility toward his/her
community and environment. Climate change and
the three pillars of Sustainability were the central
theme in the pilot Sustainability e-learning, with
concepts such as GHG emissions, carbon footprint,
and low-carbon economy introduced throughout
the material.

e A follow-through Sustainability E-Learning was
created and disseminated in 4Q2022, with materials
focused on the evolution of the UN SDGs, their
relevance to the three pillars of Sustainability, and
the Bank’s contributions to such. To further develop
awareness and understanding of individual
contributions to the UN SDGs, the UN SDG Daily
Handbook was published internally and made
accessible to all RCBC employees beginning
in 4Q2023

E&S Stress Testing

As approved by the ROC, RCBC entered into an advisory
engagement with IFC and 2 Degrees Investing Initiative
(2DIl) in January 2021 for the use of the Paris Agreement
Capital Transition Assessment (PACTA) tool and the
climate stress testing modules developed by 2DII.
Thiswas the first advisory engagement to be conducted
by IFC and 2Dl in Asia. The tools enable RCBC to:

e Generate a comparison of the Bank's power
generation portfolioversus globally-accepted climate
reference scenarios covering short-to-long term time
horizons (up to year 2040).

e Perform climate scenario analysis and stress
testing to determine the impact of transition risk
on the power generation borrowers' probability of
default (PD) and the corresponding ECL for the Bank.

RCBC also has a Credit Framework for Physical Risks
and Calamity Response which is the basis for account
monitoring in terms of physical risks and natural
calamities. The Bank identifies the most affected
areas (e.g. typhoon, earthquake, etc.) and the potentially
impacted clients who are located in the identified areas.

The analyses of both transition and physical risks
results have been included in RCBC's annual ICAAP
submission beginning 2023.

E&S Risk Monitoring Through Greenhouse Gas (GHG)
Emission Reporting

Following the ROC approval in September 2021, RCBC
became the first Philippine bank to participate in the
Partnership for Carbon Accounting Financials (PCAF),
an initiative among financial institutions worldwide
to enable harmonized assessments and disclosures of
GHG emissions financed by loans and investments®.
RCBC completed the PCAF on-boarding training
program in early October 2021.

RCBC's participation in PCAF is a decisive step in
understanding the climate impact of the businesses
that the Bank supports. As a PCAF participant,
RCBC committed to disclose the GHG emissions of its
portfolio within three years from joining the
organization. RCBC was able to fulfill this commitment
more than a year ahead of its deadline through its
publication of its Scope 3 financed GHG emissions as
part of the 2022 Sustainability and Impact Report.
The contents of these reports are aligned with
the annual E&S disclosures acknowledged
under MORB Section 153.

2 MORB Sectioni53 (as introduced by BSP Circular 1085, April 2020) has the following amendments: BSP Circular 1128, Environmental and Social Risk Management Framework,
Oct 2021; BSP Circular 1149, Guidelines on the Integration of Sustainability Principles in Investment Activities of Banks, August 2022

¥ GHG emission assessment is advocated under BSP Circular 1149.
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CAPITAL MANAGEMENT FRAMEWORK

The Capital Management Framework of the Group incorporates the planning process, the Capital Plan, and the
continuing review and reporting of results.

BOARD AND SENIOR MANAGEMENT OVERSIGHT

BUSINESS
PLANNING FORECAST
&

Strategic Strategic Strategic BUDGET
Direction [ESVES Plans

VISION-MISSION SWOT ANALYSIS

Macroeconomic View

Market / Opportunities Scan

Risk Identification Process

Risk Appetite Determination

Risk Assesment

Controls and Mitigants
Risk tolerance and limits
Required provisioning
Business/portfolio diversification
Credit and approval process/policies

MONITORING - REPORTING - CONTROL/PLANNING & BUDGET PREVIEW

In the Strategic & Business Planning Process of the Group, the overall risk appetite is developed as part of
the business plans.

ANNUAL BUDGET
+3-5 years Medium Term Forecast

The process involves the development of strategic and business objectives, anchored on the Mission & Vision, as
interpreted and articulated by Senior Management. This is an iterative process involving both internal and external
analyses and risk assessment.

The planning process then results in a business plan, the annual budget, and medium-term forecast/projections,
which all incorporate identified risks. It includes a regular review of the business plan (monthly, quarterly) based on key
performance indicators.

CAPITAL PLANNING

The other component of the Framework is the development of the Capital Plan that incorporates the current business
plan and additional projections and stress testing.

CAR / CET1 Ratio / Capital Base at Start of Year
Target Earning +3 to 5 years Forecast
Capital Impact of Projected Risks from BU Biz Plans

Planned Dividents +3 to 5 years Payment Forecast

Growth / Acquisition vs. Capital Raising Options

Capital Forecast

STRATEGIC PLANNING PROCESS

END OF YEAR Capital Stress Test
TARGETS: « Loan Portfolio
Capital Base « Trading and

Total CAR Investment Portfolio
CETI Ratio + Past Due /NPL

« Provisioning / Write-off

ASSESMENT VS. INTERNAL AND REGULATORY THRESHOLDS

MONITOR, REVIEW, REPORT

This component highlights the use of medium to long-term forecasts and stress scenarios in the management of
capital. The results of the forecasts are always reviewed against the internal minimum capital ratios, inclusive of Pillar 2
charges, and the regulatory minimum.
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RISK-ADJUSTED PROFITABILITY MEASUREMENT (RAPM)

The Risk-Adjusted Profitability Measurement (RAPM) framework allows for the active monitoring and management
of risk exposures and allocation of economic capital proportionate to the amount of risk each business unit takes.
The end-product is a dashboard for RAPM that results in a measure of Risk-adjusted Return on Capital (RAROC) that
may then be used both for performance measurement and capital and strategic planning. Capital allocation as a result
of RAROC is also a goal.

The RAPM dashboard is the Group's way of firmly linking risk and capital. The RAPM allows Senior Management
to assess the contribution of each business — after considering the related risks — and its return on the capital used.
It also allows for capital planning at the business segment and/or subsidiary level, allocating capital based on the
identified risks and strategic intent. A view of performance, tempered with the risks and capital requirements, clarifies
the components of the risk appetite for each strategy.

The RAPM Framework is illustrated as follows.

Interest Income/FTP Credit

Individual products are

assigned a cost funds to
lock in the products spread

Fund Transfer Pricing
Cost of Funds/FTP Charge

Net Interest Margin

Non Interest Income

Profit on deals sold by
multiple business units
can be recognized

Revenue Sharing

Costs are assigned to activities .
which are clear and relevant Cost Allocation
activities for management

Expenses and Overheads

Provision for Expected Loss (EL)

| Capital Charge

RAROC

RAROC is computed as risk-adjusted net income over the allocated economic capital. Risk-adjusted
net income is the financial income of business units after adjustments for FTP, revenue sharing, cost
allocation and EL allocation.

Expected credit loss is calculated

EL Allocation
and allocated to products/

organizations and customers

Risk-measurement techniques
area used to assign risk-based
captial to products/businesses

Risk Capital Allocation

A well-designed RAPM Framework shows integrated risk and finance views of the Group's business units and
provides for a sound and balanced understanding of business units’ performance. It also helps Management in strategic
planning activities. As an integrated risk-finance measure, RAPM drives business units to optimize risk/freturn profile
and shareholder value. It encourages risk-based pricing which takes into account expected losses.

The current measurement or assessment of each business unit of the Bank - its contribution, the risks, and the returns
- is through: 1) Return on Risk-weighted Asset (RORA) after Expected Credit Loss (ECL) and Direct OPEX and 2) RORA
after ECL, Direct OPEX, & Allocated Expenses. These metrics can serve as tools in enhancing the process of linking risk
with the strategy and performance of the Bank's Business Units and in decision-making. These will help the business
unit balance its goal of earning higher returns through higher risk assets vis-a-vis the drawback of getting hit with the
Expected Credit Loss commensurate to the riskiness of the assets that the business unit is taking in.
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IMPLEMENTATION OF BASEL STANDARDS

Capital Adequacy

The Group manages its capital in line with the overall
growth strategy and regulatory requirements, balanced
with optimizing value for the stockholder and the Group
as a whole. Regulatory developments, primarily the
implementation of Basel Il components in 2015 were a
main consideration for the Group to actively strengthen
its capital base.

The implementation of Basel Il however required
additional Common Equity Tier 1 capital. Starting 2010,
the Group conducted a series of capital raising activities
to prepare for this and to further support its long-term
growth plans. In May 2010, the Board of Directors (BOD)
approvedtheamendmentoftheArticlesofIncorporation
to increase the authorized capital from 11 billion
common shares to 1.4 billion to allow room and flexibility
in raising capital.

In March 2071, the International Finance Corp (IFC)
invested Php2.1 billion for 73 million shares resulting in
6.4% ownership share, by the end of 2011. In May of the
same year, the Group raised Php3.7 billion in common
equity, through the investment of Hexagon Investment
Holdings Limited (HIHL) for a 15% ownership and two
board seats.

In 2013, the Croup raised a total of Php8.2 billion in
common equity capital from two different capital
raising activities. In March 2013, a total of Php4l
billion raised from various investors through a top-up
placement and in April 2013, IFC invested another of
Php4.1 billion for an additional 56% ownership share in
the Group.

The Group again raised capital in 2014. In June, the
Group issued Php7.0 billion of 5375% Unsecured
Subordinated Notes due 2024 which qualify as Tier 2
Capital pursuant to BSP circular 781 (Series of 2013) and
are Basel Ill-compliant. In September of the same year,
the Group issued another Php3.0 billion Tier 2 Capital
Notes as part of the BSP approval on May 9, 2014
authorizing the issuance of up to PhplQ.0 billion of Tier
2 Notes.

On December 17, 2014, the Group and Cathay Life
Insurance Co., Ltd. (“Cathay Life"), a wholly owned
subsidiary of Cathay Financial Holding Co,, Ltd. signed
definitive agreements to acquire approximately 20%
stake in RCBC on a pro-forma, post-transaction basis
comprising 124,242,272 newly subscribed shares and
155,757,728 existing shares.

On July 24, 2015 the Group redeemed its USD100 Million
9.875% Non-Cumulative Step-up Perpetual Securities
(Hybrid Tier 1 Notes) as approved by the BOD and by the
BSP on March 30, 2015 and May 27, 2015, respectively.
The Hybrid Tier 1 Notes were redeemed for a total price
of USD113.9 million. Hybrid Tier 1 Notes were redeemed
earlier than expected as they were classified as not
eligible for Basel Il requirement.

RCBC and Cathay Life, a wholly owned subsidiary of
Cathay Financial Holding Co., Ltd. closed the equity
investment deal for a 20% stake in the former on April
20, 2015. The key terms of the transaction involved the

subscription of primary shares (124,242,272) and the
purchase of shares from CVC (119,033,590 shares) and
IFC (36,724,138 shares)

In January 2018, the BOD approved the amendment
of the Articles of Incorporation to further increase the
authorized capital from 1.4 billion common shares to
2.6 billion, ahead of the Bank's stock rights offering
(SRO) that was successfully completed in July 2018.
The additional capital from the SRO amounted to
Phpl5.0 billion which is aimed to strengthen the Bank's
capital ratios and fund its business expansion.

On August 27, 2020, RCBC issued USD 300.0 million
6.5% non-cumulative subordinated Hybrid Perpetual
Securities, eligible as Additional Tier 1 (AT1) Capital
under Basel 3. The issuance was approved by the BOD
on June 29,2020 and by the Monetary Board on August
13, 2020 per its letter dated August 17, 2020.

On June 28, 2021, the BOD approved the sale
of 101,850,000 common shares held by the Bank in
treasury to Sumitomo Mitsui Banking Corporation
(SMBC) at a price of Php44.00 per share or for a total
amount of P4.481 billion. On July 28, 2021, the Bank
received the P4,481 billion capital infusion representing
a 4.99% stake of the Bank.

On July 31, 2023, SMBC infused additional PhP271B
capital through the purchase of 168,619,976 Common
Shares and 213,437,248 common stock held as treasury
shares for a 20% share in the Bank.

Recovery Planning Process

Recovery planning has been designed to be integrated
with the Bank's existing risk and capital management
processes and functions. The Recovery Planning
Framework emphasizes that the Framework should
allow for proper development, approval and
implementation of the planning process in the
Bank’s ongoing business (normal times), and on the
other hand, foratimely decision onandimplementation
of recovery options during a crisis situation.

The Bank has established a robust Recovery Planning
Governance Framework to ensure that all aspects of
recovery planning—including the development, review
and approval, and maintenance of the Plan—receive
appropriate attention by both Senior Management and
the BOD. The Recovery Planning Framework leverages
established roles and responsibilities and committee
charters, directs the personnel that the Bank dedicates
to recovery planning, and incorporates enhancements
specifically designed to address recovery planning. As a
result, the recovery plan development, review, approval
and maintenance activities are fully integrated into the
Bank's existing corporate governance structure.
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Risk and Capital Disclosures

The following are the pertinent risk and capital disclosures for the Group. The figures for the Group and the Parent are
calculated based on accounting methodologies prescribed by the BSP for prudential reporting, and therefore may not

necessarily tally with the figures stated in the Group's Audited Financial Statements.

The capital adequacy ratio of the Group and the Parent as reported to the BSP as of December 31, 2023 and 2022 under

Basel 3 framework are shown in the table below.

The regulatory qualifying capital of the Group and the Parent consists of Tier 1 (Common Equity Tier 1 plus Additional
Tier 1) Capital less regulatory deductions . The components of qualifying capital as of December 31, 2023 and 2022 are

Group Parent

as follows:

Group Parent

2023 2022 2023 2022
CET 1 Capital 115,046 85,637 111,616 81,242
Tier 1 Capital 129,512 100,103 126,082 95,708
Tier 2 Capital 6,586 v 6,081 6,522 6,025
Total Qualifying Capital 136,098 106,184 132,604 101,733
Credit Risk Weighted Assets 700,329 630,570 691,103 618,306
Market Risk Weighted Assets 16,219 3940 16,211 3925
Operational Risk Weighted Assets 66,752 59912 64,165 57131
Risk Weighted Assets 783,301 694,421 771,479 679,361
Total Capital Adequacy Ratio 17.37% 15.29% 17.19% 14.97%
Tier 1 Capital Adequacy Ratio 16.53% 14.42% 16.34% 14.09%
Common Equity Tier 1 Ratio 14.69% 12.33% 14.47% 1.96%
Capital Conservation Buffer 8.69% 6.33% 8.47% 5.96%
Capital Conservation Buffer after DSIB 7.19% 4.83% 6.97% 4.46%

Group Parent

2023 2022 2023 2022
Less: Regulatory Adjustments to CET1 Capital
Common Treasury Stock - 9,287 - 9,287
Total outstanding unsecured credit accommodations, both
direct and indirect, to directors, officers, stockholders and
their related interests (DOSRI)
Total outstanding unsecured loans, other credit
accommodations and guarantees granted to subsidiaries 257 633 257 633
and affiliates
Deferred tax assets 5859 3,420 5507 2,994
Goodwill 269 269 269 269
Other Intangible Assets 2,237 2,362 2,235 2,359
Defined benefit pension fund assets (liabilities) 2,665 2,665
Investments in equity of unconsolidated subsidiary banks and
quasi-banks, and other financial allied undertakings 5808 6251
(excluding subsidiary securities dealers brokers and ! '
insurance companies), after deducting related goodwill, if any
Other equity |rjvestments in non-financial allied undertakings 6728 6572 4826 5137
and non-allied undertakings
Reciprocal investments in common stock of other banks/quasi-
banks and financial allied undertakings including securities 15 15 15 15
dealers/brokers and insurance companies, after deducting
related goodwiill, if any (for both solo and consolidated bases)
Total Regulatory Adjustments to CET1 Capital 18,169 22,558 21,602 26,994
Total Common Equity Tier 1 Capital 115,046 85,637 m,e16 81,242
Additional Tier 1 (AT1) Capital
Instruments issued by the bank that are eligible as AT1 Capital 14,465 14,465 14,465 14,465
Less: Regulatory Adjustments to AT1 Capital
Total Additional Tier 1 (AT1) Capital 14,465 14,465 14,465 14,465
Total Tier 1 (Common Equity Tier 1 plus Additional Tier 1) Capital 129,512 100,103 126,082 95,708
Tier 2 Capital
Instruments issued by the bank that are eligible as Tier 2 capital
General loan loss provision 6,586 6,081 6,522 6,025
Total Tier 2 capital 6,586 6,081 6,522 6,025
Less: Regulatory Adjustments to Tier 2 Capital
Total Tier 2 Capital 6,586 6,081 6,522 6,025
Total Qualifying Capital 136,098 106,184 132,604 101,733

2023 2022 2023 2022
Tier 1 (Common Equity Tier 1 plus Additional Tier 1) Capital
Paid up common stock 24195 22,509 24195 22,509
Additional paid in capital 58,228 42,493 58,228 42,493
Retained Earnings 44 614 36,591 44 624 36,592
Undivided profits 12,218 1,619 12,218 1,619
Other Comprehensive Income
Net unrealized gains or losses on FVOCI Securities (3,195) (3,488) (3,195) (3,488)
Cumulative foreign currency translation 54 54 54 54
Remeasurement of Net Defined Benefit Liability/(Asset) (2,906) (1,592) (2,906) (1,592)
Minority interest in subsidiary financial allied undertaking which 7 9
are less than wholly owned
Common Equity Tier 1 (CET1) Capital 133,215 108,195 133,218 108,187
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Full Reconciliation of all Regulatory Capital Elements and Regulatory Adjustments/Deductions (In Millions)

2023

2022

FRP Equity Accounts

FRP

BASEL Il

CET1
Capital

Additional
Tier 1

Tier 2
Capital

Total
Basel Il
Capital

FRP

BASEL Il

Full Reconciliation of all Regulatory Capital Elements and Regulatory Adjustments/Deductions (In Millions)

2023

2022

CET1
Capital

Additional
Tier 1

Tier 2
Capital

Total
Basel Il
Capital

Paid in Capital Stock

24,198

24,195

24,98

22,512

22,509

22,512

FRP Equity Accounts

FRP

BASEL Il

CET1
Capital

Additional
Tier1

Tier 2
Capital

Total
Basel Il
Capital

FRP

BASEL Il

CET1
Capital

Additional
Tier1

Tier 2
Capital

Total
Basel Il
Capital

Common Stock

2495

24,195

2495

22,509

22,509

22,509

Paid in Capital Stock

24,198

24,195

24,198

22,512

22,509

22,512

Perpetual and Non-Cumulative
Preferred Stock

3

3

3

3

Common Stock

24,195

24,195

24,195

22,509

22,509

22,509

Additional Paid-in Capital

58,228

58,228

58,228

42,493

42,493

42,493

Perpetual and Non-Cumulative
Preferred Stock

3

3

3

Other Equity Instruments
(Additional Tier 1)

14,463

14,463

14,463

14,463

14,463

14,463

Additional Paid-in Capital

58,228

58,228

58,228

42,493

42,493

42,493

Retained Earnings
(excluding RE-GLLP)

44,614

44,614

44,614

36,591

36,591

36,591

Other Equity Instruments
(Additional Tier 1)

14,463

14,463

14,463

14,463

14,463

14,463

Retained Earnings Appropriated
for General Provision

4,588

4,588

4,588

3,824

3,824

3,824

Retained Earnings
(excluding RE-GLLP)

44,624

44,624

44,624

36,591

36,591

36,591

Undivided Profits

12,218

12,218

12,218

1,619

11,619

1,619

Retained Earnings Appropriated
for General Provision

4,579

4,579

4,579

3,824

3,824

3,824

Other Comprehensive Income

(6,047)

(6,047)

(6,047)

(5026)

(5026)

(5026)

Undivided Profits

12,218

12,218

12,218

1619

1,619

ne19

Minority Interest in Subsidiaries
(for consolidated report only)

7

7

7

9

9

9

Other Comprehensive Income

(6,047)

(6,047)

(6,047)

(5,026)

(5,026)

(5,026)

Total Equity Accounts

152,269

133,215

14,465

4,588

152,269

126,484

108,195

14,465

3,824

17,97

Minority Interest in Subsidiaries
(for consolidated report only)

Other Accounts Eligible
as Regulatory Capital

Total Equity Accounts

152,262

133,218

14,465

4,579

152,262

126,475

108,166

14,465

3,824

126,475

General Loan Loss Reserves

1,998

1,998

2,257

2,257

Other Accounts Eligible
as Regulatory Capital

Regulatory Adjustments/
Deductions to CET1 Capital

General Loan Loss Reserves

1,943

1943

2,201

2,201

Common Treasury Stock

9,287

9,287

9,287

Regulatory Adjustments/
Deductions to CET1 Capital

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

Common Treasury Stock

9,287

9,287

9,287

Total outstanding unsecured loans,
other credit accommodations and

guarantees granted to subsidiaries
and affiliates

257

257

633

633

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

Deferred tax assets

5999

5559

3,420

3,420

Total outstanding unsecured loans,
other credit accommodations and

guarantees granted to subsidiaries
and affiliates

257

257

633

633

Defined benefit pension fund
assets (liabilities)

2,665

2,665

Deferred tax assets

5,507

5507

2,994

2,994

Goodwill

269

269

269

269

Defined benefit pension fund
assets (liabilities)

269

269

269

269

Other Intangible Assets

2,237

2237

2,362

2,362

Goodwill

2,665

2,665

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

6,728

6,728

6,572

6,572

Other Intangible Assets

2,235

2,235

2,359

2,359

Reciprocal investments in
common stock of other banks/
quasi-banks and financial allied
undertakings including securities
dealers/brokers and insurance
companies, after deducting related
goodwill, if any (for both solo and
consolidated bases)

15

15

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

5,828

5828

6,251

6,251

Total Regulatory Capital

152,269

15,046

14,465

6,586

136,098

Nn7,97

85,637

14,465

6,081

106,184

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

4,826

4,826

5137

5137
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Reciprocal investments in
common stock of other banks/
quasi-banks and financial allied
undertakings including securities
dealers/brokers and insurance
companies, after deducting related
goodwill, if any (for both solo and
consolidated bases)

Total Regulatory Capital

152,262

m,e16

14,465

6,522

132,604

17,88

81,242

14,465

6,025

101,733
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Risk Management

Components of Regulatory Capital

Regulatory Capital consist of the sum of the following
accounts as reported in the BSP Financial Reporting
Package (FRP) which are eligible as Common Equity
Tier 1 (CET1) and Additional Tier 1 (AT1) capital guided by
Circular No. 781 - Basel lll Implementing Guidelines on
Minimum Capital Requirements

. Paid in Capital Stock

. Additional Paid-in Capital Stock

. Other Equity Instruments - Instruments issued by
the bank that are eligible as AT1 Capital

. Retained Earnings

. Undivided Profits
Other Comprehensive Income

O oo

SO QO

e Net Unrealized Gains or Losses on FVOCI Securities

e Cumulative foreign currency translation

e Remeasurement of Net Defined Benefit Liability/
(Asset) pertains to Reserves on remeasurements
of post-employment defined benefit plan
comprise of net accumulated actuarial gains or
losses arising from experience adjustments and
other changes in actuarial assumptions
and actual return on plan assets

. Treasury Stock
. Minority Interest in Subsidiaries
(for consolidated report only)

JQ

Tier 2 Capital General Loan Loss Reserves, limited to a
maximum of 1.00% of credit risk-weighted assets.

Regulatory Adjustments to Capital consists of the sum
of the following accounts:

a. Common Treasury Stock
b. Unbooked valuation reserves and other capital
adjustment based on latest examination of
monetary board
. Unsecured credit accomodations
. Unsecured loans, other credit credit
accomodations and guarantees granted
to subsidiaries and affiliates
e. Deferred Tax Assets pertains to the tax impact
of deductible temporary differences such as but
not limited to provisions for impairment,minimum
corporate income tax and retirement benefits
f. Goodwill
g. Other Intangible Assets consist of computer
software and branch licenses
h. Defined benefit pension fund assets pertains to the
excess of the fair value of the plan assets over the
present value of the defined benefit obligation
i. Investments in equity of unconsolidated subsidiary
banks for the solo reporting represents carrying
amount as reported in the FRP, net of
related goodwill

RCBC Capital Corporation

RCBC Forex Brokers Corp.

RCBC Leasing and Finance Corp.
Merchant Savings & Loan Association inc.
RCBC Telemoney Europe

RCBC International Finance Ltd.

o0

j. Other equity investments in non-financial allied
undertakings and non-allied undertakings
represents investments in various companies
such as Niyog Properties, YGC Corporate Services,
Honda Cars, GPL Holdings, MICO Equities,

Roxas Holdings, Pilipinas Shell, Isuzu Phils.
among others
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Treasury Shares

Treasury shares are stated at the cost of reacquiring
such shares and are deducted from equity attributable
to the Parent Company’s equity holder until the shares
are cancelled, reissued or disposed of.

On July 31, 2023, as a result of the capital infusion of
SMBC, the Bank reissued 213,437,248 treasury shares at
cost of P43.51 per share or P9,287.

On July 23, 2021, the Parent Company sold 101,850,000
shares to SMBC at P44.00 per share. This came from
the treasury shares resulting from the merger of Parent
Company and RSB. The sale of shares held by the
Parent Company in treasury is equivalent to 4.999%
of the total outstanding Common Stock. The issuance
resulted in a recognition of additional Capital Paid in
Excess of Par amounting to P50. In 2021, the Parent
Company incurred expenses related to the issuance
amounting to P113 which was charged to equity resulting
in @ P63 net decrease in the Capital Paid in Excess of
Par. In 2022, the Parent Company incurred additional
expenses amounting to P12 in relation to this treasury
sharesreissuance and thiswas charged against the 2022
Capital Paid in Excess of Par account.

In 2019, subsequent to the effective date of the merger,
the Parent Company acquired the 315287248
common shares issued in exchange of the net assets of RSB
equal to the Parent Company’s investment in RSB as at
December 31, 2018.

On September 23, 2011, the Parent Company issued
5821548 common shares (equivalent of 18,082,311
preferred shares and with total par values of P 58) from
the treasury account reissuance (with total cost of P182
(and an additional 120,730,177 common stock (with total
par value of P1207 from unissued portion of the
increase in authorized capital stock on September 23,
201 to Hexagon Investments B.V. that is equivalent to
approximately 15.00% of the outstanding common
shares. The issuance resulted in the recognition of
addition Capital Paid in Excess of Par amounting to
P2,264.

On March 17, 201, the Parent Company issued
73,448,275 common shares, comprising of 50,427,931
treasury shares reissuance (with total cost of P771) and
23,020,344 unissued stock (with total par value of P230),
to IFC Capitalization Fund for a total consideration
of P2130 representing 7.20% ownership interest.
The issuance resulted in the recognition of additional
Capital Paid in Excess of Par amounting to P1,078.

Main Features of AT1 capital under BASEL llI

In August 27, 2020, the Parent Company issued US$300 non-cumulative, unsecured subordinated capital securities
which qualify as AT1 capital under BASEL Il standards. As of December 31,2023 and 2022. the hybrid perpetual securities
amounted to P 14,463, net of issuance costs.

a.

b.

The capital securities are perpetual in respect of which there is no fixed redemption date.

The Parent Company may redeem the capital securities only in certain circumstances as described in the
conditions of the securitiesand with prior written consent of BSP.

Distributions are non-cumulative and payable semi-annually in arrear at a rate of 6.5%.

. Certain conditions provide for circumstances under which the Parent Company will not be obliged to pay

any distribution on the applicable payment date.

. The proceeds of the hybrid perpetual securities are used to support and finance medium-tem to long-term

asset growth, loans to customers, other general corporate purposes and to maintain sufficient buffers above
the minimum capital thresholds required by BSP.

Full Reconciliation of all Regulatory Capital Elements and Regulatory Adjustments/Deductions (In Millions)

RCBC Parent

December 31,2023

Equity Accounts Audited FS BSP FRP Change Details Amount
Common Stock 24195 24195 -
Preferred Stock 3 3 -
Capital Paid in Excess of Par 58,228 58,228 -
Other Equity Instruments 14,463 14,463
Revaluation Reserves (6,042) (6,047) 5 To adjust fair value of Bancnet shares 3
To adjust OCI r_etiremerwt plan based on 2
FS of subsidiaries
5
Reserve for Trust Business 551 551
General Loan Loss Reserves 3,823 3,823
Surplus 57,047 57047
Total Capital 152,267 152,262 5 5
Equity Accounts Audited FS BSP FRP Change Details Amount
Common Stock 22,509 22,509 -
Preferred Stock 3 3
Capital Paid in Excess of Par 42,493 42,493 -
Other Equity Instruments 14,463 14,463
Revaluation Reserves (6352) (5,026) (1326) gg{fﬁg;’ market = R 82
Adjustment on retirement plan benefits 6
AT1 revaluation adjustment (1,414)
(1,326)
Reserve for Trust Business 532 532
General Loan Loss Reserves 3,823 3,823 -
Surplus 49166 47679 1,487 AT1 revaluation adjustment 1,414
Profit and Loss and prior year adjustment 73
1487
Treasury Stock 9,287 9,287
Total Capital 117,349 17,188 161 161

Reconciliation for the Group Regulatory Elements are the same as that of the Parent Bank.
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Risk Management

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets as of December 31, 2023 and 2022 are as follows :

RCBC Group

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2023

RCBC Parent

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2023

. Total Risk Weights
Cr.edlt Credit Total Risk
Total Risk . .
Type of Exposures E " Mitigants Risk Weighted
Xposures ! ch Exposure 0% 20% 50% 75% 100% 150% Assets
( ) after CRM
On-Balance Sheet Exposures
Sovereigns 465,030 465,030 411,461 49 472 4,097 28,833
Banks 42,671 42,671 19,382 2210 1178 16,110
Government corporations 2,378 2,378 275 2104 2,241
Corporates 440,439 8,159 432,280 3,224 3,482 425,345 229 428,074
Housing Loans 75,007 19,423 55,583 54,992 591 28,087
MSME Qualified portfolio 8,823 8,823 8,823 4,411
Defaulted exposures 16,027 16,027 5,864 10,163 21109
Housing Loans 5,864 5,864 5,864 5,864
Others 10,163 10,163 10,163 15,245
ROPA 3112 3112 3112 4,668
All other assets, net of deductions 158,240 158,240 19,831 84 138,156 168 138,426
Total on-balance sheet exposures 1,211,727 27,582 1,184,145 431,292 22,691 139,154 577,335 13,673 671,959
Off-balance sheet exposures
Direct credit substitutes 9,005 9,005 9,005 9,005
Transaction-related contingencies 10,281 10,281 10,281 10,281
Trade-related contingencies 1,072 1,072 1,072 1,072
Others 394,085 394,085 394,085
Total off-balance sheet exposures 414,443 414,443 394,085 20,358 20,358
o AR S UL R sets In 43284 43284 | 29797 | 5794 | 5503 2189 6100
the Banking Book
Counterparty Risk-Weighted Assets in
the Trading Book
Derivatives-interest rate contracts 79 79 79 39
Derivatives - exchange rate contracts 2,257 2,257 859 1,398 1,827
Credit Derivatives 91 91 91 46
Total counterparty RWA in trading book 2427 2,427 1,029 1,398 1,912
Risk-Weighted Amount of Credit Linked
Notes in the Banking Book
Risk-Weighted Securitization Exposures
Total 1,671,881 27,582 1,644,298 | 855174 | 28,485 | 145,687 601,280 13,673 700,329
Deductions from Capital
General loan loss provision (in excess
of the amount permitted to be included
in Tier 2)
Unbooked valuation reserves and other
capital adjustments affecting asset
accounts based on the latest report of
examination
Total, net of deductions 1,671,881 27,582 1,644,298 | 855174 | 28,485 | 145,687 601,280 13,673 700,329

* Principal amount for on-balance sheet and credit equivalent amount for off-balance sheet, net of specific provision
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. Total Risk Weights
ot Credit Credit Total Risk
Type of Exposures E ota . Miti 's t Risk Weighted
Xposures ! C'g;" S | Exposure 0% 20% 50% 75% 100% 150% Assets
( ) after CRM
On-Balance Sheet Exposures
Sovereigns 463,004 463,004 | 409,434 49 472 4,097 28,833
Banks 46,558 46,558 19,382 24,897 2,279 15,895
Government corporations 2,378 2,378 275 2104 2,241
Corporates 431,466 8,159 423,307 3,002 696 419,381 229 420,673
Housing Loans 74,477 19,423 55,054 54,984 70 27,562
MSME Qualified portfolio 8,256 8,256 8,256 4128
Defaulted exposures 15,660 15,660 5,864 9,797 20,559
Housing Loans 5,864 5864 5864 5864
Others 9,797 9,797 9,797 14,695
ROPA 2,728 2,728 2,728 4,092
All other assets, net of deductions 155,885 155,885 19,812 40 136,033 136,041
Total on-balance sheet exposures 1,200,414 27,582 1172,831 | 429,246 22,424 | 138,579 569,828 12,754 662,733
Off-balance sheet exposures
Direct credit substitutes 9,005 9,005 9,005 9,005
Transaction-related contingencies 10,281 10,281 10,281 10,281
Trade-related contingencies 1,072 1,072 1,072 1,072
Others 394,085 394,085 | 394,085
Total off-balance sheet exposures 414,443 414,443 | 394,085 20,358 20,358
Counterparty Risk-Weighted Assets in 43284 43284 | 29797 | 5794 | 5503 2189 6100
the Banking Book
Counterparty Risk-Weighted Assets in
the Trading Book
Derivatives-interest rate contracts 79 79 79 39
Derivatives - exchange rate contracts 2,257 2,257 859 1,398 1,827
Credit Derivatives 91 91 91 46
Total counterparty RWA in trading book 2,427 2,427 1,029 1,398 1912
Risk-Weighted Amount of Credit
Linked Notes in the Banking Book
Risk-Weighted Securitization Exposures
Total 1,660,567 27,582 1,632,985 | 853,128 28,218 145112 593,772 12,754 691,103
Deductions from Capital
General loan loss provision (in excess
of the amount permitted to be included
in Tier 2)
Unbooked valuation reserves and other
capital adjustments affecting asset
accounts based on the latest report of
examination
Total, net of deductions 1,660,567 27,582 1,632,985 | 853,128 28,218 145,112 593,772 12,754 691,103

* Principal amount for on-balance sheet and credit equivalent amount for off-balance sheet, net of specific provision
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Risk Management

RCBC Group

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2022

RCBC Parent

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2022

Credit Total Risk Weights Totawl
- Total Risk Creatt Risk
yP! Xposure Exposures* | Mitigants s 5 o o o 5 5 Weighted
CRM Exposure 0% 20% 50% 75% 100% 150% Moot
( ) after CRM ssets
On-Balance Sheet Exposures
Sovereigns 490,379 1,396 488984 | 391,205 93,648 4131 50,955
Banks 28,925 28,925 18,769 7,592 2,564 10114
Government corporations 2,399 2,399 276 2123 2,261
Corporates 402,804 9,748 393,056 1,485 704 390,639 229 391,631
Housing Loans 60,740 23746 36,995 34,067 2,928 19,961
MSME Quialified portfolio 9,086 9,086 9,086 4,543
Defaulted exposures 15,543 15,543 2,238 13,306 22196
Housing Loans 2,238 2,238 2,238 2,238
Others 13,306 13,306 13,306 19,959
ROPA 3404 3,404 3,404 5105
All other assets, net of deductions 124,855 124,855 18,039 no 106,600 96 106,768
Total on-balance sheet exposures 1,138,135 34,889 1,103,246 | 409,244 20,373 | 145373 511,222 17,035 613,535
Off-balance sheet exposures
Direct credit substitutes 4,051 4,051 4,051 4,051
Transaction-related contingencies 4,726 4,726 4,726 4,726
Trade-related contingencies 1,669 1,669 1,669 1,669
Others 297,887 297,887 | 297,887
Total off-balance sheet exposures 308,332 308,332 | 297,887 10,446 10,446
Counterparty Risk-Weighted Assets in
the Banking Book 65,159 65,159 58,391 2,502 2,845 1,421 3,344
Counterparty Risk-Weighted Assets in
the Trading Book
Derivatives-interest rate contracts 215 215 18 186 n 108
Derivatives - exchange rate contracts 3,561 3,561 878 2,683 3122
Credit Derivatives 31 31 31 15
Total counterparty RWA in trading book 3,807 3,807 18 1,095 2,694 3245
Risk-Weighted Amount of Credit
Linked Notes in the Banking Book
Risk-Weighted Securitization Exposures
Total 1,515,434 34,889 | 1,480,545 | 765,522 | 22,892 | 149,314 525,782 17,035 | 630,570
Deductions from Capital
General loan loss provision (in excess
of the amount permitted to be included
in Tier 2)
Unbooked valuation reserves and other
capital adjustments affecting asset
accounts based on the latest report of
examination
Total, net of deductions 1,515,434 34,889 | 1,480,545 | 765,522 | 22,892 | 149,314 525,782 17,035 | 630,570

* Principal amount for on-balance sheet and credit equivalent amount for off-balance sheet, net of specific provision
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. Total Risk Weights
otal Credit Credit Total Risk
Type of Exposures E ota . M.t.ls t Risk Weighted
xposures ! C'g:/l" S | Exposure 0% 20% 50% 75% 100% 150% Assets
( ) after CRM
On-Balance Sheet Exposures
Sovereigns 488,653 1,396 487258 | 389,479 93,648 4131 50,955
Banks 28,474 28,474 18,769 7,592 213 6,915
Government corporations 2,399 2,399 276 2123 2,261
Corporates 396,550 9,748 386,802 1,086 703 384,784 229 385,696
Housing Loans 60,176 23746 36,430 34,061 2,369 19,399
MSME Quialified portfolio 8,551 8,551 8,551 4,275
Defaulted exposures 14,760 14,760 2,238 12,522 21,021
Housing Loans 2,238 2,238 2,238 2,238
Others 12,522 12,522 12,522 18,784
ROPA 2,984 2,984 2,984 4,476
All other assets, net of deductions 121,613 121613 18,024 81 103,508 103,524
Total on-balance sheet exposures 1,124,159 34,889 1,089,270 | 407,503 19936 | 144,831 501,265 15,735 601,271
Off-balance sheet exposures
Direct credit substitutes 4,051 4,051 4,051 4,051
Transaction-related contingencies 4726 4,726 4,726 4726
Trade-related contingencies 1,669 1,669 1,669 1,669
Others 297,887 297,887 | 297,887
Total off-balance sheet exposures 308,332 308,332 | 297,887 10,446 10,446
Counterparty Risk-Weighted Assets in 65159 65159 | 58391 | 2502 | 2845 1421 3,344
the Banking Book
Counterparty Risk-Weighted Assets in
the Trading Book
Derivatives-interest rate contracts 215 215 18 186 n 108
Derivatives - exchange rate contracts 3,561 3,561 878 2,683 3122
Credit Derivatives 31 31 31 15
Total counterparty RWA in trading book 3,807 3807 18 1,095 2,694 3,245
Risk-Weighted Amount of Credit
Linked Notes in the Banking Book
Risk-Weighted Securitization Exposures
Total 1,501,458 34,889 | 1,466,569 | 763,780 | 22,455 | 148,772 515,826 15,735 | 618,306
Deductions from Capital
General loan loss provision (in excess
of the amount permitted to be included
in Tier 2)
Unbooked valuation reserves and other
capital adjustments affecting asset
accounts based on the latest report of
examination
Total, net of deductions 1,501,458 34,889 1,466,569 | 763,780 22,455 | 148,772 515,826 15,735 618,306

*Principal amount for on-balance sheet and credit equivalent amount for off-balance sheet, net of specific provision
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Risk Management

RCBC Group

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2023

. Total Risk Weights
Total Cr:.ei't Credit Total Risk
Type of Exposures E o M't'ls t Risk Weighted
Xposures ! ég:j‘ S | Exposure 0% 20% 50% 75% 100% 150% Assets
( ) after CRM

Cash on Hand 19,831 19,831 19,831
Checks and Other Cash Iltems 84 84 84 17
Due from Bangko Sentral ng Pilipinas 151,853 151,853 151,853
(BSP)
Due from Other Banks 14,877 14,877 2,487 1,253 1138 7,262
Financial Assets at Fair Value Through
Other Comprehensive Income 80,016 80,016 64,589 962 4 512 9953 12,401
(FVOCI)
Debt Securities at Amortized Cost 238,794 238,794 | 159,202 2,262 48,717 28,384 229 53,538
Loans and Receivables 641,365 27,582 613,783 16,896 74,672 512,052 10,163 568,012
Loans and Receivables Arising from
Repurchase Agreements, Certificates
of Assignment/Participation with 35,818 35,818 35,818
Recourse, and Securities Lending and
Borrowing Transactions
Sales Contract Receivable (SCR) 2,627 2,627 2,459 168 2,7M
Real and Other Properties Acquired 312 32 32 4,668
Other Assets 23,350 23,350 23,350 23,350
Total Risk-weighted On-Balance 121,727 | 27,582 | 1184145 | 431292 | 22,691 | 139,154 577,335 | 13,673 | 671,959
Sheet Assets

RCBC Parent

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2023

RCBC Group

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2022

. Total Risk Weights
Cr.edlt Credit Total Risk
Total Risk . A
Type of Exposures Exposures Mitigants Risk Weighted
p ch Exposure 0% 20% 50% 75% 100% 150% Assets
( ) after CRM

Cash on Hand 18,039 18,039 18,039
Checks and Other Cash Items 19 mn9 mn9o 24
Due from Bangko Sentral ng Pilipinas 156,743 156,743 156,743
(BSP)
Due from Other Banks 5834 5834 1,967 2,742 1124 2,889
Financial Assets at Fair Value Through
Other Comprehensive Income mM9o4 mol4 51,038 650 50,378 9,848 35,166
(FVOCI)
Debt Securities at Amortized Cost 254,497 1,396 253101 174,695 835 | 46,865 30,478 229 54,420
Loans and Receivables 555,555 33,493 522,061 16,801 | 45,388 446,566 13,306 492,579
Loans and Receivables Arising from
Repurchase Agreements, Certificates
of Assignment/Participation with 8,728 8,728 8,728
Recourse, and Securities Lending and
Borrowing Transactions
Sales Contract Receivable (SCR) 556 556 460 96 604
Real and Other Properties Acquired 3404 3404 3404 5,105
Other Assets 22,747 22,747 22,747 22,747
Total Risk-weighted On-Balance 1138135 | 34,889 | 1,103,246 | 409,244 | 20,373 | 145,373 51,222 | 17,035 | 613,535
Sheet Assets

Credit Tota Credit Risk Weights Total Risk
Total Risk Risk B
[YREfEXPosurss Exposures Mitigants Exposure 5 o o o 5 o Weighted
(CRM) after CRM 0% 20% 50% 75% 100% 150% Assets

Cash on Hand 19,812 19,812 19,812
Checks and Other Cash Items 40 40 40 8
Due from Bangko Sentral ng Pilipinas
(BSP) 150,862 150,862 | 150,862
Due from Other Banks 14,662 14,662 2,487 11,253 923 7,047
Financial Assets at Fair Value Through
Other Comprehensive Income 79,899 79,899 64,589 845 4,512 9,953 12,378
(FVOCI)
Debt Securities at Amortized Cost 237992 237992 | 159,017 2157 | 48717 27,872 229 53,005
Loans and Receivables 635,553 27582 607971 16,896 | 74,097 507,349 9,628 562,220
Loans and Receivables Arising from
Repurchase Agreements, Certificates
of Assignment/Participation with 34,967 34,967 34,967
Recourse, and Securities Lending and
Borrowing Transactions
Sales Contract Receivable (SCR) 2,608 2,608 2,440 168 2,692
Real and Other Properties Acquired 2,728 2,728 2,728 4,092
Other Assets 21,290 21,290 21,290 21,290
Total Risk-weighted On-Balance 1,200,414 | 27,582 | 1172,831 | 429,246 | 22,424 | 138,579 569,828 | 12,754 | 662,733
Sheet Assets
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RCBC Parent

Total Credit Risk Exposures by Type, Risk Buckets and Risk Weighted Assets

December 31, 2022

Credit Total Credit Risk Weights Total Risk
Total Risk Risk p
Type of Exposures Exposures | Mitigants Exposure 5 @ 5 0 ® @ siohtcd
(CRM) after CRM 0% 20% 50% 75% 100% 150% Assets

Cash on Hand 18,024 18,024 | 18,024
Checks and Other Cash Items 81 81 81 16
Due from Bangko Sentral ng Pilipinas 155419 155419 | 155419
(BSP)
Due from Other Banks 5,383 5383 1967 2742 673 2,438
Financial Assets Designated at Fair Value
through Profit or Loss
Available-for-Sale (AFS) Financial Assets m, 787 m, 787 51,038 524 | 50,378 9,848 35141
Held-to-Maturity (HTM) Financial Assets 253,436 1,396 252,040 | 174,465 562 | 46,865 29,920 229 53,808
Unguoted Debt Securities Classified as .
Loans
Loans and Receivables 548,242 33,493 514,749 16,801 | 44,847 485,098
Loans and Receivables Arising from
Repurchase Agreements, Certificates of
Assignment/Participation with Recourse, 8,556 8,556 8,556
and Securities Lending and
Borrowing Transactions
Sales Contract Receivable (SCR) 535 535 439 96 583
Real and Other Properties Acquired 2,984 2984 5984 4 476
Other Assets 19,712 19,712 19,712 19,712
Total Risk-weighted On-Balance Sheet
Assets 1,124,159 34,889 | 1,089,270 19,936 501,265 601,271
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Risk Management

Capital Requirements by type of exposures as of December 31, 2023 and 2022 are as follows:

December 31, 2023

Market Risk Weighted Assets

Credit Risk Market Risk Operational Risk 2023 2022 2023 2022
Type of Exposures
Group parent Group parent Group parent Using Standardized Market Risk Market Risk Market Risk Market Risk
On- Balance Sheet Assets 671,959 662,733 Approach Notional Weighted Notional Weighted Notional Weighted Notional Weighted
Amount Assets Amount Assets Amount Assets Amount Assets
Off- Balance Sheet Assets 20,358 20,358 (MRWA) (MRWA) (MRWA) (MRWA)
Counterparty Risk-Weighted Assets in the Banking oD o Interest Rate Exposures 308,657 5526 181,096 2,093 307,833 5517 180,198 2,078
& Trading Book ! ' .
Equity Exposures
Credit Linked Notes in the Banking Book
Foreign Exposures 20,514 10,675 4,627 1,807 21,472 10,675 4,630 1,807
Securitization Exposures
Options 277 18 686 40 277 18 686 40
Market Risk-Weighted Assets 16,219 16,211
Total 329,448 16,219 186,409 3,940 329,583 16,211 185,514 3,925
Operational Risk using Basic Indicator Approach 66,752 64,165
Total 700,329 691,103 16,219 16,211 66,752 64,165
Capital Requirements 70,033 69,110 1,622 1621 6,675 6,417 Operational Risk-Weighted Assets under Basic Indicator Approach
(Based on 3 year Average Gross Income)

SEcembeE = s

Credit Risk Market Risk Operational Risk
Type of Exposures Nature of Item 2023 2022 2023 2022
Group Parent Group Parent Group Parent
Net interest income 28,866 25876 28,41 25416
On- Balance Sheet Assets 613,535 601,271
Other non-interest income 6,735 6,077 5,811 5,054
Off- Balance Sheet Assets 10,446 10,446
] ) ] . Gross Income 35,601 31953 34222 30,470
Counterparty Risk-Weighted Assets in the Banking 6589 6589
ERIES no Book ' ' Capital Requirements 66,752 50,912 64,165 57,131
Credit Linked Notes in the Banking Book
Securitization Exposures . T
Use of Third Party Assessment for Credit Risk
Market Risk-Weighted Assets 3940 3925 Following the standardized approach for credit risk, the determination of capital requirement is based on an approach
Operational Risk using Basic Indicator Approach 59912 57731 that links predefined risk weights to predefined asset classes. Standardized credit risk weights following BSP Circular
538 were used in the credit assessment of these asset exposures. Third -party credit assessments in turn were based on
Total 630,570 618,306 3,940 3,925 59,912 57,131 the rating by Standard & Poor’s, Moody's, Fitch and PhilRatings on exposures to Sovereigns, Multilateral Development
I T 63,057 61,831 394 392 5,991 5713 Banks, Banks, Local Government Units, Government Corporation and Corporates.

Risk weighted on-balance sheet assets covered by credit risk mitigants were based on collateralized
transactions as well as guarantees by the Philippine National Government (NG) and those guarantors
and exposures with the highest credit rating.

Standardized credit risk weights were used in the credit assessment of asset exposures. Third party
credit assessments were based on the rating by Standard & Poor's, Moody's, Fitch and Philratings on
exposures to Sovereigns, Multilateral Development Banks, Banks, Local Government Units, Government
Corporation and Corporates.
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RCBC affirms its commitment to good corporate
governance. With an empowered Board of Directors
leading the way, RCBC continues to work towards a
solid control environment, high levels of transparency
and disclosure, and well-defined shareholders’ rights.

The corporate governance framework of RCBC
combines global best practices such as the G20/
OECD Principles of Good Governance and the general
principles of the ASEAN Corporate Governance
Scorecard, as well as the regulatory requirements
of SEC Memorandum Circular No. 19, series of 2016
or the Code of Corporate Governance for Publicly-listed
Companies and BSP Circular No. 969, series of
2017 or the Enhanced Corporate Governance
Guidelines for BSP Supervised Financial Institutions.
This Framework is embodied in the Bank's Corporate
Governance Manual, the latest version of which was
approved by the Board in July 31, 2023.

Board Governance
Key Roles and Responsibilities

RCBC is headed by a competent and working Board
that oversees the implementation of its strategic
objectives,governanceframework,and corporatevalues.

The Board is primarily responsible for establishing
a sound corporate governance framework, not only
for the Bank, but for the entire RCBC Croup. It has
the fiduciary responsibility to the Bank and all its
shareholders, including minority shareholders. Among
its many functions are the approval and oversight
on the implementation of RCBC's strategies to achieve
corporate objectives, risk governance framework,
and systems of checks and balances. The Board also
approves the selection of the CEO and key members of
senior management and heads of control functions.

Board Composition

In accordance with RCBC's By-Laws and Corporate
Governance Manual, its Board of Directors is comprised
of fifteen (15) members, all of whom are known for
their integrity, experience, education, training and
competence. The Corporate Governance Committee
ensures that majority of the Board are non-executive
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directors who possess the necessary qualifications
to effectively participate and help secure objective
and independent judgment on corporate affairs and
to substantiate proper check and balances.
Out of the 15 board members, 14 are non-executive
directors, including the 5 independent directors, and
1 executive director.

The Board of Directors promotes diversity in its
membership. It is the policy of RCBC that no
person shall be disqualified to sit as member of its
Board on the basis of gender, age, religion or political
affiliation. The representation of women in the Board
remains at 26.67% with 4 female directors out of the
15-member board. Among the women in the Board are
Erika Fille T. Legara, PhD., an independent director, and
Mrs. Helen V. Dee, the Chairperson.

Nomination and Election

Directors of RCBC are elected at the Annual
Stockholders’ Meeting, each of whom shall hold
office for a term of one year or until his successor
shall have been duly chosen and qualified.
The first fifteen candidates receiving the highest
number of votes shall be declared as elected.

All' nomination for election of directors by the
stockholders shall be submitted in writing to the
President and the Corporate Secretary at RCBC's
principal place of business at least thirty (30) working
days before the regular or special meeting of the
stockholders for the purpose of electing directors.
The Corporate Governance Committee reviews the
qualifications of persons nominated to the Board, and
applies the fit and proper standards in its evaluation.
The Committee considers the nominee's educational
background, professional experience, nature and
business of the corporations of which hefshe is
a director, age, number of directorships/active
memberships and officerships in other corporations/
organizations, and possible conflict of interest in
determining his/her suitability to be nominated to
the Board. The Committee ensures that each nominee
possesses all of the minimum qualificationsand none of
the disqualifications as prescribed under existing laws
and regulations. It is provided in the By-Laws that no
person shall be qualified or be eligible for nomination

or election to the Board of Directors if he is engaged in
any business that competes with or is antagonistic to
that of RCBC, its subsidiaries and affiliates, as may be
determined by the Board of Directors, in the exercise of
its judgment in good faith, by at least a majority vote.

Maximum Board Seats

Being a director of the Bank necessitates commitment.
Thus, under the Bank’s Corporate Governance Manual,
a non-executive director may concurrently serve as
a director in a maximum of five (5) publicly-listed
companies to ensure that they have sufficient time
to fully prepare for meetings, challenge Management's
proposalsiviews, and oversee the long-term strategy
of the company.

In applying this policy to concurrent directorships
in entities within a conglomerate, each entity where
the non-executive director is concurrently serving as
director shall be separately considered in assessing
compliance with this requirement.

Independent Directors

The Bank adopts the definition of independent
directors under SEC's Code of Corporate Governance
for Publicly Listed Companies and BSP’'s Enhanced
Guidelines on Corporate Governance for BSP
Supervised Financial Institutions. The attributes of an
independent director include independence from
management or from any business or relationship
which could, or could reasonably be perceived to
materially interfere with the exercise of independent
judgment, and the lack of relationship to the Bank,
its related companies or substantial shareholders as a
regular director or officer or relative of said director or
officer, as an executive or professional adviser within
the past three (3) years, or business relations other than
arm’s length, immaterial or insignificant transactions.

The Bank's independent directors are active
in board-level committees. It is the policy of the
Bank, however, that an independent director who is a
member of any committee that exercises executive
or management functions that can potentially impair
such director's independence cannot accept
membership in committees that perform independent
oversight or control functions such as the Audit and
Compliance Committee, Risk Oversight Committee,
Corporate Governance Committee, Related Party
Transactions Committee, and the Anti-Money
Laundering Committee.

In 2023, RCBC had 5 independent directors, including
one female independent director, Erika Fille T.
Legara, PhD. The 4 other independent directors are
Mr. Gabriel S. Claudio, Mr. Vaughn F. Montes, Ph.D,
Mr. Laurito E. Serrano, and Mr. Juan B. Santos who is
the Lead Independent Director.

An independent director of RCBC is only allowed
to serve for a maximum cumulative term of nine (9)
years. After which the independent director shall
be perpetually barred from serving as independent
director in the Bank, but may continue to serve as a
regular director. The maximum cumulative term of
nine (9) years shall be reckoned from 2012.

The Chairperson

The Chairperson of the Board of Directors, Mrs. Helen
Y. Dee, provides leadership in the Board of Directors.
She ensures the effective functioning of the Board of
Directors, including maintaining a relationship of trust
with members of the Board of Directors.

To promote checks and balances, it is provided under
the Bank's Corporate Governance Manual that
the Chairperson of the Board of Directors shall be a

non-executive director or an independent director, and
must not have served as CEO of the Bank within the
past three (3) years. Moreover, the Chairperson should
not concurrently serve as CEQ.

The Corporate Vice Chairman

The By-laws of the Bank provides that the Corporate
Vice Chairman shall have such powers and perform
such duties as the Board of Directors may from time
to time prescribe. In the absence or inability of the
Chairperson to act, the Corporate Vice Chairman will
act in her stead, and will exercise any and all such
powers and perform any and all duties pertaining
to the office of the Chairperson conferred upon it
by the By-laws. Mr. Cesar E.A. Virata is the Bank's
Corporate Vice Chairman.

Lead Independent Director

The Bank's Corporate Governance Manual provides
that the Board should designate a lead independent
director among the independent directors if the
Chairman of the Board is not an independent director,
including if the positions of the Chairman of the Board
and Chief Executive Officer are held by one person.
Mr. Juan B. Santos has been appointed by the Board as
the Bank's Lead Independent Director effective March
24,2021

The Lead Independent Director shall performm a more
enhanced function over the other Independent
Directors and shall: a) Lead the independent directors
at BOD meetings in raising queries and pursuing
matters, b) Convene and chair meetings of the
non-executive directors without the presence of the
executive directors; ¢) Serve as an intermediary
between the Chairperson and the other directors when
necessary; and d) Contribute to the performance
evaluation of the Chairperson, as required.

Meetings and Quorum Requirement

The regular meeting of the Board of Directors is
every last Monday of the month at the principal office
of RCBC. Should the meeting date fall on a holiday,
the meeting shall be held at the same hour on the next
succeeding business day. A majority of the incumbent
Directors shall constitute a quorum at any meeting, and
a majority of the members in attendance at any Board
meeting shall decide its action.

The meetings of the Board of Directors may be
conducted through modern technologies such as,
but not limited to, teleconferencing and video
conferencing as long as the director who is taking
part in said meetings can actively participate in the
deliberations on matters taken up therein. It is further
required that every member shall physically attend
at least twenty-five percent (25%) of all meetings of
the Board of Directors every year. The absence of a
director in more than fifty percent (50%) of all regular
and special meetings of the board of directors during
his/her incumbency is a ground for disqualification in
the succeeding election. With the perceived ease in
the ongoing Covid-19 pandemic, the Board Meetings
reverted to face-to-face meetings in 2023 with
simultaneous provisions for video conferencing for
directors unable to attend in person, as allowed by the
BSP and SEC.

Meetings of board committees are prescribed in their
respective charters. Participation of committee members
may likewise be in person or through modern technologies.
A director's attendance in committee meetings is
considered by the Corporate Governance Committee
in the assessment of the director's continuing
fitness and propriety as a member of the said
board-level committee.
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From January to December 2023, the members’ attendance in Board and Committee meetings are as follows:

2023 Board Attendance in Committee Meetings

BOARD* EXCOM

Directors % Attendance
Helen Y. Dee 13|11 (4848 nio 72 | 68 94%
Cesar E.A. Virata WB13(48[48 | 11|11 | 1| N 83|83 100%
Eugene S. Acevedo 1B113 14848 11| 11| 1| N 83 | 83 100%
Gil A. Buenaventura' 13113 (48148 7|7 |68|68 100%
Armando M. Medina 1311348148 61 | 61 100%
John Law? 13112 4| 2 40312117 81%
Shih-Chiao (Joe) Lin 13112 211211312 38 | 36 95%
Gayatri P. Bery 13112 15| M 28 | 23 82%
Hiroki Nakatsuka® 5152020 4 | 4 29 | 29 100%
Katsufumi Uchida* 5|5 6 | 4 m| o 82%
Juan B. Santos 13112 nimn 2112 36| 35 97%
Gabriel S. Claudio 13113 21121131317 |1 49|49 100%
Vaughn F. Montes 13113 16 |16 | 15|15 mmn|4a2|42 100%
Laurito E. Serrano 12113 16 |16 |15 | 14 31 | 30 97%
Erika Fille T. Legara® 13113 16 | 14 707 13113 49 | 47 96%
Lilia B. de Lima® 8 | 8 717 7|7 22 | 22 100%
Arnold Kai Yuen Kan’ 8| 8 8 | 8 100%

M = Number of Meetings
A = Meetings Attended

Separate Meeting of the Non-Executive Directors
(NEDs)

Non-executive directors (NEDs) are required to have
separate periodic meetings with the heads of the
internal audit, compliance and risk functions and
external auditor without any executive directors present
to ensure that proper checks and balances are in
place within the Bank. For Y2023, the NEDS held a
separate meeting with the heads of internal audit,
compliance and risk functions and external auditor
on December 11, 2023 to discuss the control units’
assessment of the business units and the Bank as
a whole. The meeting was chaired by the Lead
Independent Director, Mr. Santos.

Board Performance

The Corporate Governance Committee oversees
the periodic evaluation of contribution and
performance of the Board, Board-level committees,
and senior management. This exercise covers the
assessment of the ongoing suitability of each member,
taking into account their performance in the Board and
Board-level committees.

* Board meetings include Regular, Special and Organizational meetings
I Member of AML until July 2023

2 Member of AML and Trust starting August 2023

3 Member of the Board and Excom starting August 2023

4 Member of the Board and ROC starting August 2023

> Member of CGC until July 2023; Member of ROC starting August 2023

& Member of the Board and CGC until July 2023

7 Member of the Board until July 2023
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The Corporate Governance Committee decides the
manner by which the Board's performance may be
evaluated and propose objective performance criteria
approved by the Board. The performance indicators de-
termine how the Board has enhanced long-term share-
holder value.

Board of Directors Training Program

The Corporate Governance Committee oversees
the continuing education program for the Board.
The Training Program for Board members has been
adopted in the Bank's Corporate Governance Manual.

Under the Manual, all new directors must undergo
proper orientation upon joining the Board. This ensures
that new members are appropriately apprised of
their duties and responsibilities before beginning
their directorships. The orientation program covers
SEC-mandated topics on corporate governance and
an introduction to the Bank's business, Articles of
Incorporation, and Code of Conduct. The Orientation
Program is designed to meet the specific needs of
the individual directors and aid any new director in
effectively performing their functions.

In addition to the Orientation Program, first-time
directors are required to attend a seminar on corporate
governance following the BSP-prescribed syllabus.
The directors are required to submit a certification of
compliance of this requirement to the BSP.

Board members also undergo the Annual Continuing
Training Program which covers courses on corporate
governance, matters relevant to the Bank, including
audit, internal controls, risk management, sustainability,
and strategy. The Board, through the Corporate
Governance Committee, assesses its members' training
and development needs in determining the coverage
of the Annual Continuing Training Program.
The directors are required to complete at least four
hours of the Annual Continuing Training Program.

Remuneration of the Board

Remuneration of directors is commensurate with their
contributions and scope of their responsibilities.

Executive directors do not receive any per diem for
attendance in Board and Board committee meetings.
They are entitled to remuneration and benefits by virtue
of their being officers of the Bank.

Non-executive directors are entitled to reasonable per
diem for attendance in Board and Board committee
meetings. Non-executive directors receive a per diem
of Php35000.00 for attendance in Board meetings.
The Chairpersons of Audit and Risk Oversight
Committees receive Php20,000.00 while members
of the committees receive Phpl5000.00 per diem
for attendance in meetings. The per diem in other
Board committees is capped at Phpl5000.00 for the
Chairperson and Phpl0,000.00 for Board members.

The members of the Board, the Advisory Board, the
Executive Committee, and the officers of the Bank are
entitled to profit sharing bonus in accordance with the
By-Laws of RCBC.

Remuneration Item 2023

(a) Per diem allowance Php14,255,000.00

(total amount of Directors' per
diem for the meetings of the
Board and Board Committees)

(b) Directors’ Bonuses

Directors’ bonuses

are given to executive,
non-executive, and
independent directors
based on the formula
provided for in the
Bank's By-Laws.

Phpl140,863,000.00

TOTAL Php155,118,000.00

Board Committees

The Board has delegated some of its functions to these
Board-level committees:

1. Executive Committee
Composition:

Chairman and at least four Board members

Members:

Helen Y. Dee, NED, Chairperson
Eugene S. Acevedo, Vice Chairperson
Cesar E.A. Virata, NED

Armando M. Medina, NED

Gil A. Buenaventura,NED

Hiroki Nakatsuka, NED

The Executive Committee has the power to act and
pass upon such matters as the Board of Directors may
entrust to it for action. However, matters affecting
general policy are always referred to the Board of
Directors for decision. The Executive Committee
has the power to review an asset or loan to ensure
timely recognition and resolution of impaired assets.
In 2023, the Executive Committee:

e Discussedvariousissuancesbyregulatoryagencies;

e Approved non-DOSRI loans that reach the Single
Borrower’s Limit (SBL);

e Evaluated and approved various operations/
product manuals;

e Reviewed and endorsed for Board approval various
management matters; and

e Deliberated upon and approved various management
matters within its approving authority.

. Audit and Compliance Committee

Composition:

The Audit and Compliance Committee shall be
composed of at least three (3) members of the board
of directors, majority of whom shall be independent
including the Chairperson. Members of the
committee should have the knowledge of the
industry in which the bank operates, the ability to
read and understand fundamental financial state-
ments,and the ability to understand key businessand
financial risks and related controls and
control processes.

Members:

Laurito E. Serrano, ID, Chairman
Vaughn F. Montes, ID
Erika Fille T. Legara, ID

Observers:

Shih-Chiao (Joe) Lin
Masayuki Kawakami

The Audit and Compliance Committee, a board-level
committee, shall be responsible for overseeing
senior management in establishing and maintaining
an adequate, effective and efficient internal control
framework. It is constituted to perform the following
core functions:

e Oversight of the institution’'s financial reporting
policies, practices and controls, as well as of the
internal and external audit functions. This includes
responsibility for the setting up of an internal
audit unit and for the appointment of the internal
auditor as well as the independent external auditor
who shall both report directly to the Audit and
Compliance Committee. Based on its mandated
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assurance activities,inaccordancewith itsauthority
coming from the Board of Directors through
the Audit and Compliance Committee, Internal
Audit  provides reasonable assurance @ to
Senior Management, the Audit and Compliance
Committee and the Board of Directors that the
Bank's internal control, corporate governance,
and risk management systems and processes
are adequate and generally effective.
It collaborates with and complements the
activities of the Risk Management Group,
Regulatory Affairs Group, and other assurance
and oversight units, as well as the Bank's
external auditors.

e Provides authority to investigate any matter within
its terms of reference, with full access to and
cooperation by management and full discretion
to invite any director or executive officer to attend
its meetings and adequate resources to enable it
to effectively discharge its functions.

e Ensuring that a review of the effectiveness of the
institution’s internal controls, including financial,
operational and compliance controls, information
technology security and risk management,
is conducted at least annually. Through this
comprehensive system of monitoring and review
of risks, controls and compliance in the institution,
the Board ensures that the Bank and all business
units proactively manage the risk and compliance
exposures impacting their respective businesses.

The Audit and Compliance Committee’s evaluation
of the effectiveness of the internal controls in the
areas of financial reporting processes, information
technology security and controls, risk management
systems and governance process of the Bank is
mainly based on the annual financial statements
audit report showing an unqualified opinion from
the External Auditor, the overall assurance provided
by the Chief Audit Executive from the audits and
related activities performed during the period and
additional reports and information requested from
Senior Management, and found that these systems
and processes are generally adequate across RCBC.

In 2023, the highlights of the Audit and Compliance
Committee's actions pertaining to Internal Audit,
External Audit and Compliance functions are
as follows:

A. For External Audit Function

e Review of Results and Endorsement for Board
Approval of Punongbayan & Araullo’'s (P&A)
Quarterly Review of the Financial Information of
RCBC and selected Subsidiaries

e Review of Results and Endorsement for Board
Approval of P&A's Audit of the Financial
Statements of RCBC and Subsidiaries for the
year ended December 31, 2022

e Reappointment and approval of fees of
P&A as External Financial Auditor and
corresponding Review and Approval of
P&A's Plan for the Audit of the
Financial Statements of RCBC and Subsidiaries
for the year ending December 31, 2023

e Approval of the External Auditors’' (P&A) Fees for
the Quarterly Review ofthe Financial Statements
(FS) of RCBC and selected Subsidiaries

e Review of P&A's Interim Report for the audit of
2023 RCBC Group year-end financial statements
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B. For Internal Audit Function

Engaging in discussions on the results of
internal audits managed and executed by the
Internal Audit Group (IAG) during the monthly
Audit and Compliance Committee meetings
to evaluate the adequacy and effectiveness
of the Bank's internal control and risk
management systems including financial
reporting and information technology security
Assessingandresolvingtorefertotheimmediate
attention of the responsible business units,
Board-level Committees and Bank personnel
matters arising from the internal audits
Monthly or quarterly reviews and notation of the
status of audit plans, IAG manpower including
movements, outstanding/unresolved  audit
issues and analysis common audit issues
Approval of revision in the Internal Audit Policies
and notation of change in Audit Report format
Approval of the change in approach for the
audit of Branch - Sales Function

Approval to Conduct Special Audits in
accordance with [AG's Special Audit and
Consulting Policy

Approval of revisions in the 2023 Annual Audit Plan
Approval of the Internal Audit Croup's 2024
Audit Plan

Notation of 2023 Internal Audit Group’s Annual
Report for the 2022 Internal Audit Activities
Notation of the Agreement to Provide Direct
Assistance to External Auditors, Punongbayan
& Araullo (P&A), for the 2023 Financial
Statements Audit

Notation and Approval of Internal Audit's Digital
Transformation Plan

Monthly updates and notation in the updates of
IAG Transformation Project by DIT

Notation on the secondment of IAG Division
Head Nener G. Concepcion to RCBC
Leasing and Finance Corporation as Chief
Audit Executive

Notation of the audit results and the action
plans for the latest BSP Audit

Approval of the External Service Provider (ESP)
for the Cybersecurity Audit

. For Compliance Function

Reviewed and approved the Regularization
approval of the 2021 and 2022 Compliance
Assurance Framework;

Reviewed and approved the BSP Commitment:
Updates to the Compliance Manual,

Reviewed andapprovedthe RAG Transformation
Roadmap;

Reviewed and approved the Update on the
2023 Specialized Assurance Review (SAR) Plan;
Reviewed and approved the Updated Data
Privacy Policy;

Reviewed and approved the 2024 Compliance
Assurance Plan

Discussed and noted the Updatesto BSP Circular
No. 1160 otherwise known as Financial Products
and Services Consumer Protection Act (FCPA);
Discussed and noted the Amendments to
the Regulations on Credit Exposure Limits to a
Single Borrower and Definition of Capital;
Discussed and noted the Compliance Assurance,
Operations, & Oversight Division’'s Action Plans
relative to BSP Exam & Hub-Spoke Compliance
Model;

e Discussed and noted the Discussion on the Philippine
Supreme Court Decision G.R. No. 213860;

e Discussed and noted the Regulatory Update
and Clearance on the Spin-off the of the Trust &
Investment Group;

e Discussed and noted the New Regulation:
Liguidity and Capital Requirements on E-Money
Issuers - Impact on RCBC;

e Noted on the BSP Report Baseline Assessment
on Data Governance and Ethical Use of Data;

e Noted on the Update on the Continuous
Monitoring Plan (CMP) of RCBC (Revised
CMP Report);

e Noted on the BSP 2022 AREF Commitments
(Compliance);

e Discussed and noted on the RCBC IFLs
Money Service Operator (MSO) Competence
Assessment and Hong Kong Customs and
Excise Department's (C&ED) Notice of Intention
to revoke RCBC IFL's MSO License;

e Discussed and noted on the BSP Commitment
on Updates to the Compliance Manual;

e Noted on the Sale of FX for investments
in  Fixed Income Securities (2020 ROE
BSP Commitment);

e Noted on the Regularization of the 2021 and
2022 Compliance Assurance Framework;

e Noted on the Thematic Review on the
Implementation of Customer Due
Diligence (CDD) on Designated Non-Financial
Business (DNFBP);

e Noted on the Results of Specialized Assurance
Review — LIBOR Transition;

e Noted on the BSP Circular No. 1175 - Reduction
of Reserve Requirements against Deposits and
Deposit Substitute liabilities;

e Noted on the CAD Advance Reporting on
Digital Investment Management Account (IMA)
and Adoption of SBLAF;

e Noted on the Risk Steward Embedding Report;

e Noted on the Final Report on the FIST
Implementation

3. Risk Oversight Committee

Composition:

The Risk Oversight Committee (ROC) shall be
composed of at least three (3) non-executive
members of the Board of Directors, none of whom
is also a member of a management committee.
Majority of the members shall be independent
directors, including the Chairperson. The ROC's
Chairpersonshall not be the Chairperson of the Board
of Directors, or any other board-level committee.
The Risk Oversight Committee shall possess a
range of expertise and adequate knowledge on risk
management issues and practices.

Members:

Vaughn F. Montes, ID, Chairperson
Laurito E. Serrano, ID, Vice Chairperson
Gayatri P. Bery, NED

Erika Fille T. Legara, ID

Katsufumi Uchida, NED

Observers:

Eugene S. Acevedo
John Law

The ROC supports the Board with respect to
oversight and management of risk exposures of the
RCBC parent bank and subsidiaries (the Group).
In this regard, the ROC exercises authority over
all other risk committees of the Group, with the
principal purpose of assisting the Board in fulfilling
its risk oversight responsibilities. The ROC oversees
the following: 1) The Risk Governance Framework;
2) The Risk Management Function; 3) Adherence to
Risk Appetite; 4). Capital Planning and Management;
and 5) Recovery Plans.

2023 ROC Actions:

The highlights of the Risk Oversight Committee's
actions in 2023 are as follows:

ROC Charter
e Approved the updated ROC Charter

ROC Self-Assessment

e Noted the 2023 ROC Self-Assessment Results

Enterprise Risk and ICAAP

e Approved:

o 2023 ICAAP Risk Materiality Assessment

o 2023 ICAAP: Updated Macroeconomic Variables
Estimates and Financial Projections (BAU,
Stress, Post-MMA)

o 2023 Internal Capital Adequacy Assessment
Process (ICAAP)

o 2023 Risk Governance Framework Review

o Work Plan for 2023 Recovery Plan & Gap
Analysis with BSP Circular 1158

o 2023 Recovery Plan

e Noted:

o Enterprise Risk Reports including RCBC Group
Risk Profile, Risk Dashboards, Risk Heat Maps,
Reports on Asset Quality and Capital Adequacy

o Results of BSP Uniform Stress Testing on
Credit Risk

Credit Management

e Noted:

o Credit Management reports including Updates
on Asset Quality, Key Accounts, Flagged Accounts,
Problem Loan Committee, NPL and ECL
Forecast, Updates on CARE Program, Ratings
Migration, Industry Exposure Limits, Consumer
Loan Portfolio, Treasury Bond Portfolio, and
Portfolio Quality of Subsidiaries

Market and Liguidity Risk

e Approved:
o 2023 Treasury Limits

e Noted:

o Market and Liquidity Risk Reports including
Regulatory Ratios, Liquidity and Repricing Gaps,
IRRBB Metrics, and other measures

o Deposit Level Update

o Results of BSP Uniform Stress Testing on
Market Risk
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Treasury

e Approved:

o 2023 Funding Plan

o FVOCI Limit Increase (RLMS - Reserve and
Liquidity Management Segment)

o Increase the Aggregate Limit for USD/Php
Forwards Swaps

o Php Maximum Cumulative Outflow (MCO)
Limit Request

e Noted:

o Hedge Transaction Notification
o Silicon Valley Bank (SVB) Overview

Sustainable Finance

e Approved:
o 2022 Sustainability Report

e Noted:

Credit Portfolio Quality Report
Independent Credit Review Report
Environmental and Social Risk Report
Sustainability Updates

2022 Allocation Report

2022 Sustainability and Impact Report
Update on the Implementation of the IFC
Management Action Plan

o Compliance Advisor Ombudsman (CAQO)
Nov 2023 Visit

0O 00 O0OOOO

Operational Risk

e Approved:

o Updateson Financial Consumer Protection Framework

e Noted:

o Operational Risk Reports including RCSA, KRI,

and CST Library

KRI and CST Results

Business Resiliency Reports

Trust Risk Reports

Consumer Protection Reports

Update on Document Deficiency Monitoring

(Quarterly), Update on Bankwide Document

Deficiency Monitoring

o 2023 Risk Control Self-Assessment (RCSA)
Reassessment Results

o Physical Security Updates

o Compliance with BSP cl160 - Regulations on
Financial Consumer Protection to Implement
Republic Act No. 11765 (Financial Products and
Services Consumer Protection Act)

o Product Program Guide

0O 0 0 0O

Enterprise Fraud Risk

e Approved:

o Updated Enterprise Fraud Management
Framework (EFMF)

e Noted:

o Enterprise Fraud Risk Reports
o Fraud Risk Assessment Activity
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e Noted:

o Reorganization of Risk Management Group
(as approved by the Executive Committee)
o BSP Report of Examination (ROE)

Office of the Group Head

e Approved:

o Reorganization of Portfolio Quality Division
(renamed to Sustainable Finance Division)

e Noted:

o Reorganization of Risk Management Group
(as approved by the Executive Committee)
o BSP Report of Examination (ROE)

Others

e Approved:

o Risk Acceptance - Audit issue on long outstanding
document deficiency for a Wealth Client

e Noted:

o Subsidiary Reports

o Collateralized Consumer Loans report including

o Consumer Portfolio Analytics and Consumer
Loans Clean-up Update (Quarterly for Consumer
Portfolio Analytics)

o Reputational Risk Reports

o Report on Bank’s Material Cases (Quarterly)

. The Corporate Governance Committee

Composition:

The Corporate Governance Committee shall be
composed of at least three (3) members of the board
of directors who shall all be non-executive directors,
majority of whom shall be independent directors,
including the chairperson, with (1) one member
representing the minority shareholders

Members:

Juan B. Santos, Lead Independent Director and Chairperson
Gabriel S. Claudio, 1D
Shih-Chiao (Joe) Lin, NED

Observer:
Masayuki Kawakami

The Corporate Governance Committee assists
the Board in fulfilling its corporate governance
responsibilities. The highlights of the actions of the
Committee in 2023 are as follows:

e Exercised oversight on the nomination process for
members of the Board and for positions requiring
Board approval;

e Reviewed and recommended to the Board the
assignment of its members to Board Committees;

e Reviewed and endorsed for Board approval the
interlocking positions of directors and officers;

e Reviewed and endorsed for Board approval the
appointments of senior officers;

e Reviewed and endorsed for Board approval the
secondment of senior officers to subsidiary companies;

e Exercised oversight on the continuing education
program for the Board,;

e Reviewed and endorsed for Board approval the
revisions to the Corporate Governance Manual
and Charter;

e Reviewed and approved the 2022 Integrated
Annual Corporate Governance Report (IACGR);

e Reviewed and endorsed for Board approval the
2024 Annual Board Plan;

e Discussed and noted the following:

a. Quarterly Report on New Hires and Separated
Employees, and Attrition Report

b. Quarterly Whistleblowing Report

c. Results of the 2022 Annual Board Evaluation

. The Related Party Transactions Committee

Composition:

The Related Party Transactions (RPT) Committee
shall be composed of at least three members of the
Board, two of whom shall be independent directors,
including the chairperson. The Committee shall at all
times be entirely composed of independent directors
and non-executive directors, with independent

directors comprising majority of the members.

Members:

Gabriel S. Claudio, 1D, Chairperson
Erika Fille T. Legara, ID
Shih-Chiao (Joe) Lin, NED

Observer:
Masayuki Kawakami

The RPT Committee assists the Board in ensuring
that transactions with related parties are handled
in a sound and prudent manner, with integrity, and
in compliance with applicable laws and regulations
to protect the interest of depositors, creditors and
other stakeholders. In 2023, the RPT Committee
fulfilled its mandate under its charter, particularly on
the review and disclosure of material related party
transactions. Work done by the Committee in 2023
includes the following:

e Reviewed and evaluated all material RPTs, those
within the threshold amount of Phpl0,000.00
and above, and those that require Board approval
regardlessofamount(e.g.,DOSRIloans,outsourcing,
cross-selling) to ensure that such transactions are
conducted on an arm’s length basis and that no
stakeholder is unduly disadvantaged;

e All vetted material RPTs were endorsed to the
Board for approval;

e Reviewed and reported to the Board on a quarterly
basis the status and aggregate exposures to
each related party, as well as the total amount of
exposures to all related parties;

e Reviewed and endorsed for Board approval the
revisions to the Related Party Transactions Policy;

e Exercised oversight on the filing of the required
reports to BSP under BSP Circular No. 895,
as amended:

o Report on Conglomerate Structure
o Report on Material Related Party Transactions

6. The Anti-Money Laundering Committee

Composition:

The Anti-Money Laundering Committee shall be
composed of at least three directors, majority of
whom are independent directors, including the
Chairperson.

Members:

Gabriel S. Claudio, ID, Chairperson
Vaughn F. Montes, ID
John Law, NED

Observers:

Eugene S. Acevedo
Masayuki Kawakami

The AML Committee assists the Board in its mandate
to fully comply with the Anti-Money Laundering
Act, as amended; its Revised Implementing Rules
and Regulations; and the Anti-Money Laundering
Regulations under the Manual of Regulations
for Banks (MORB); and to ensure that oversight on
the Bank's compliance management is adequate.

In 2023, some of the crucial actions of the
Committee include:

e Approved:

o RAGcommitmentto AMLC on Filing of Accurate
and Timely Covered Transaction Reports

o DiskarTech Basic Deposit Account (BDA)
Enhancement

o Amendmentof the MTPP’s Prohibited Accounts

o Accuity Name Screening System Enterprise
License for RCBC and System Health Check &
Tuning Workshop

o RCBC's Action Plans to Address Late CTR
Reporting Incident last November 2022

o Proposed Amendments to the MTPP on
Appendix 15 - RCBC Sanctions Policy and
Appendix 19 — Guidance on Trade Based Money
Laundering and Financial Crime Risk

o Procurement of the TBML Module of Compliance
Link for STMA Compliance

o Addition of Appendix 20 in DNFBP Policy

o Discussed and noted the following:

> RAG commitment to AMLC on Filing of Accurate
and Timely Covered Transaction Reports

> DiskarTech Basic Deposit Account (BDA)
Enhancement

> Amendment of the MTPP's Prohibited Accounts

> Accuity Name Screening System Enterprise
License for RCBC and System Health Check
& Tuning Workshop

> RCBC's Action Plans to Address Late CTR
Reporting Incident last November 2022

> Proposed Amendments to the MTPP on
Appendix 15 - RCBC Sanctions Policy and
Appendix 19 — Guidance on Trade Based
Money Laundering and Financial Crime Risk

> Procurement of the TBML Module of Compliance
Link for STMA Compliance

> Addition of Appendix 20 in DNFBP Policy
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> Discussed and noted the following:

- Regulatory Requirements in relation to
Designated Non-Financial Businesses and
Professions (DNFBP)

- Draft Report of 2022 AML Institutional
Report Assessment (IRA)

- Speak Up Feature for STR Filing

- Final/Detailed Report of 2022 AML
Institutional Report Assessment (IRA)

- Updates on the Bank's initiatives with
respect to customers of African descent

- Updates to the Wolfsberg Correspondent
Banking Due Diligence Questionnaire
(CBDDQ)

= Update on Online Gaming Clients

- AMLC Typologies Report on Money Mules

- BSP 2022 AREF Commitments (AML/CFT)

- RCBC IFL's Money Service Operator (MSO)
Competence Assessment and Hong Kong
Customs and Excise Department’s (C&ED)
Notice of Intention to revoke RCBC IFL's
MSO License

- Update on the Enhancements to the
Product Risk Assessment (PRA) and
Institutional Risk Assessment (IRA)

= Results of the AMLC Thematic Review of
the Bank's Effectiveness of Customer and
Transaction Screening Systems

- Thematic Review on the Implementation
of Customer Due Diligence (CDD) on
Designated Non-Financial Business(DNFBP)

- Money Mules-related STRs filed by the
Bank (Adaptation of the AMLC Money
Mules Case Study)

= RCBCIFL vs. RCBC Parent MTPP Gap Analysis

- Fraud Case of DiskarTech accounts Used
as Mule or Drop accounts

- AML ManCom Charter Changes

= Accuity Health Check and False Positive
Reduction Exercise updates

- Landmark AML Case - People of the Phils
vs. Girlie Lingad

7. The Trust Committee

Composition:

At least five members, including: (i) the president
or any senior officer of the Bank; and (ii) the trust
officer.Theremainingcommitteemembers,including
the Chairman, may be any of the following: (i) NEDs
or IDs who are not part of the Audit Committee,
or (ii) those considered as qualified independent
professionals, provided that in case there are
more than five Trust Committee members,
the majority shall be composed of qualified
non-executive members.

Members:

Juan B. Santos, ID and Chairperson
Cesar E.A. Virata, NED

John Law, NED

Eugene Acevedo, President & CEO
Robert B. Ramos, Trust Officer

Observer:

Hiroki Nakatsuka

The Trust Committee is a special committee which
reports directly to the Board of Directors and is

primarily responsible for overseeing the fiduciary
activities of the Bank.
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In 2023, the Trust Committee oversaw the spin-off
of the RCBC Trust and Investments Group
(RCBC-TIG) into a separate juridical entity.
The RCBC Trust Corporation was formally
incorporated in June 29, 2023 On October
10, 2023, it received its Certificate of Authority
from the Monetary Board of the Bangko Sentral
ng Pilipinas to engage in Trust and
Other Fiduciary Business as a non-bank
financial institution.

In August 2023, Director Lilia B. De Lima resigned
from the Trust Committee and was replaced by
Director John Law.

The last quarter of 2023 saw the Trust Committee
supervising the senior management team of
the RCBC Trust and Investments Group as they
preparedtotransferallofitsassetsandaccountabilities
to the newly-formed RCBC Trust Corporation
by January 1, 2024.

The landmark transition, which covered not just
the assets under management of RCBC-TIG, but
all of its management team, officers and staff
as well, took place in just a little over one-year.
In November 28, 2023, the RCBC Trust Committee
met for the last time, with the oversight and
supervision of the trust business of the RCBC
Trust Corporation being passed on to its own
Board of Directors.

Despite these changes, RCBC Trust aims to maintain
its synergetic relationship with RCBC to ensure
business continuity, foster seamless collaboration
and harnesses shared expertise for a sustained
legacy of trust and financial excellence.

. The Technology Committee

Composition:
At least three members of the Board
Members:

Helen VY. Dee, NED and Chairperson
Cesar E.A. Virata, NED
Eugene S. Acevedo, Executive

Observer:
Hiroki Nakatsuka

The Technology Committee exercises authority over
all IT Project Steering Committees of the various
RCBC Business Groups and subsidiaries (The Group),
with the principal purpose of assisting the Board in
fulfilling the following oversight responsibilities:

Approves major IT investments.

Manages and aligns IT initiatives across the Group.

Reviews the status of major projects.

Prioritizes IT initiatives, when warranted.

Evaluates emerging IT solutions for use of the Group.

Reviews, evaluates and resolves Cyber Security

Issues, Disruptions and Disaster Recovery activities

raised in the TechCom.

e Reviews and resolves IT risks and other IT-related
issues raised in the TechCom.

e Ensurescompliancewith BSPrulesand regulations

relating to Information Technology.

In 2023, highlights of the actions of the Technology Committee are as follows:

January Subscribe Bankard to the Salesforce archiving solution
Upgrade Bankard Host Security Module
Upgrade Outward Clearing System
February No Items Presented for Approval
March Renew Maintenance Support for Automated Collection System
April Enhance Bills Collection Service in Finacle
May Embark on Offering Negotiable Order of Withdrawals for Rural Banks
Provision Technology Requirements for Standalone Trust Corporation
June Provision Web-based HR System for RCBC Leasing and Finance Corporation
July Provision Oracle Cloud services for Frame Properties, Inc.
Subscribe to Next-generation SWIFT Cross-Border Payment Services
August Embark on Developing Deposit Pickup System
Upgrade Capacity for Virtual Server Infrastructure
September Acquire Automated Reconciliation System
Acquire Identity Protection Capability to Support Zero-Trust Network Security
Acquire a New Asset Liability Management System
Embark on Developing APIs to Support Boz App Mobile Banking Platform for SMEs (Small and
Midsize Enterprises)
Embark on Migrating and Modernizing Loans Management System
Enable Straight-Through Processing between Treasury and Fixed Income Trading Systems
Enhance Wealth Management System to Support Standalone Trust Corporation
Enhance RCBC Online Corporate to Support Electronic Fund Transfer via New ISO 20022 Format
Upgrade Capacity for Storage Backup
October Acquire Unified Governance, Risk, and Compliance Solution
Implement New-To-Bank features in Boz App
Offer Cost-Effective POS Solutions in Bankard
Upgrade APl Management System
November Acquire a New RCBC Online Corporate System
Acquire a New Loan Origination System
Enable Branch Printing of Personalized ATM Cards
Implement Endpoint Protection for CCTV Security System Computers
Renew RCBC Subscription to the Salesforce archiving solution
December Embark on Al-powered Sales Tools for Retail Clients
Renew Bankard Subscription to the Salesforce
archiving solution
Others Various Digital Enhancements
Various DiskarTech Enhancements
Various Infrastructure Refresh and Upgrades
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Advisory Board The following directors and officers directly and indirectly own shares in RCBC:

The Bank has an Advisory Board that provides informed guidance to the Board. Members of the Advisory Board are
appointed by the Board and do not have any voting rights but contribute by way of providing non-binding but relevant

) ; : X : Amount and nature of
advice during Board meetings. While the Bank’s By-Laws allow for up to 10 members in the Advisory Board, the Bank

Registered (R) / Beneficial (B)

has four appointed Advisory Board members. They are considered as business leaders and are of known probity and Title of Class  Name of Beneficial Owner ownership Citizenship Percen'z of
integrity. The members of the Advisory Board are Mr. Francis C. Laurel, Ms. Yvonne S. Yuchengco, Atty. Lilia B. de Lima, Class (%)
and Mr. Masayuki Kawakami. Par Amount Nature
Directors
SHAREHOLDINGS IN RCBC
As of December 31,2023, RCBC knows of no one who beneficially owns in excess of 5% of RCBC's commmon stock except common Helen Y. Dee 14,923,060 R/B Filipino § e
as set forth in the table below:
Common Gil A. Buenaventura 50 R/B Filipino 0.00
Name, Address Name of Beneficial Number of Percent
Title of Class of record owner and Owner and Relationship Citizenship Shares Held (%)
relationship with Issuer with Record Owner . Common Cesar E.A. Virata 1,384,340 R/B Filipino 0.01
Common Pan Malayan Management & | Pan Malayan Management & Filipino 820,634,773 33.92%
Investment Corporation Investment Corporation Common Hiroki Nakatsuka 10 R Japanese 0.00
Address: 48/F Yuchengco
Tower, RCBC Plaza, 6819 Common Vaughn F. Montes 50 R Filipino 0.00
Ayala Ave., Makati City
Relationship with Issuer: Common Eugene S. Acevedo 3,441,000 R/B Filipino 0.01
RCBC is a subsidiary of PMMIC
Common Sumitomo Mitsui Banking Sumitomo Mitsui Non-Filipino 483,907,222 20.00% Common Gayatri P. Bery 10 R American 0.00
Corporation Banking Corporation
) . . RO.C.
Address: 1-1-2 Marunouchi, Common Shih-Chiao Lin 10 R Taiwan 0.00
Chiyoda-Ku, Tokyo, Japan
100-0005 Common Katsufumi Uchida 10 R Japanese 0.00
Relationship with Issuer:
Stockholder Common Armando M. Medina 1,950 R Filipino 0.00
Common | Cathay Life Insurance Corp. | Cathay Life Insurance Corp. | Non-Filipino | 452,018,582 18.68% Common John Law 10 2 French Cg
Address: 296 Ren Al Road Common Gabriel S. Claudio 10 R Filipino 0.00
Sec4 Taipei 10633 Taiwan
RO.C.
Common Laurito E. Serrano 10 R Filipino 0.00
Relationship with Issuer:
Stockholder
Common Erika Fille T. Legara 50,010 R/B Filipino 0.00
Common Juan B. Santos 50 R Filipino 0.00
Subtotal 19,800,580
Executive Officers
Common Xavier Y. Zialcita 244 880 R/B Filipino 0
Subtotal 244,880
TOTAL 20,045,460
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Conglomerate Structure

The Bank is a member of the Pan Malayan Management and Investment Corporation (PMMIC)/Yuchengco Group of
Companies (YGC) conglomerate, and the parent of the RCBC Group. The Board of the Bank ensures the RCBC Group’s

compliance with corporate governance policies, practices and requirements under existing regulations.

PAN MALAYAN MANAGEMENT AND INVESTMENT CORPORATION (PMMIC)

MICO EQUITIES, INC.
. PMMIC (77.33%)
RCBC (5.64%)

MALAYAN INSURANCE COMPANY,
|

MICO Equities Inc. (71.89%)

MALAYAN INTERNATIONAL
— INSURANCE CORP. LTD.
MICO Equities Inc. (99.99%)

ZAMBOWOOD REALTY AND
DEVELOPMENT CORPORATION
HOI (100.00%)

ZAMBO CARRIERS INC.
HOI (100.00%)

ATYC INC.
HOI (100.00%)

SOJITZ G AUTO PHILS., CORP
HOI (20.00%)

PETROENERGY RESOURCES
CORPORATION
HOI (29.95%)

PETROSOLAR CORPORATION
PETROGREEN ENERGY CORP (55.97%)
EEI (43.98%)
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GPL HOLDINGS, INC.
PMMIC (60.31%)
RCBC (10%)

SUN LIFE GREPA
FINANCIAL, INC.
GPL Holdings Inc. (51%)

GREPA REALTY HOLDINGS
CORPORATION
GPL HOLDINGS INC (49.00%)
Sun Life Grepa Financial Inc. (51%)

GREPALAND, INC.
GPL Holdings Inc. (41.00%)
PMMIC (32.00%)

HI-EISAI PHARMACEUTICAL, INC.
HOI (50.00%)
ESAI CO,, LTD. (48.55%)

INVESTMENT MANAGERS, INC.
HOI (100.00%)

SAN LORENZO RUIZ INVESTMENT
HOLDINGS AND SERVICES, INC.
House of Investments Inc. (60%)
Sojitz Corp. (40%)

IPEOPLE, INC.
HOI (48.07%)

L MALAYAN EDUCATION SYSTEM, INC.
IPEOPLE INC (100.00%)

MAPUA INFORMATION
— TECHNOLOGY CENTER INC.
Malayan Educational Systems Inc. (100%)

MALAYAN HIGH SCHOOL
— OF SCIENCE, INC.
Malayan Educational Systems Inc. (100%)

MALAYAN COLLEGES LAGUNA, INC.,
— A MAPUA SCHOOL
Malayan Educational Systems Inc. (100%)

MALAYAN COLLEGES MINDANAO
— (A MAPUA SCHOOL), INC.
Malayan Educational Systems Inc. (100%)

MAPUA TECHSERYV, INC.
Malayan Educational Systems Inc. (100%)

MAPUA TECHPOWER, INC.
Mapua Techserv Inc. (75%)

HOUSE OF INVESTMENTS, INC.
PMMIC (5115%)

RCBC TRUST CORPORATION
HOI (40%)
RCBC (40%)
GPL Holdings Inc. (20%)

EEI CORPORATION
House of Investments Inc. (21.00%)

EEI BUSINESS SOLUTIONS, INC.
EEI Corp (100%)

EEI CONSTRUCTION
AND MARINE, INC.
EEI Corp (100%)

EEI REALTY CORPORATION
EEI Corp (100%)

EEI LIMITED
BAGUMBAYAN EQUIPMENT AND INDUSTRIAL
PRODUCTS INC.
PHILROCK CONSTRUCTION SERVICES INC.
PHILMARK INC.

JP SYSTEMS ASIA, INC.
BIOTECHJP CORPORATION
SHINBAYANIHAN HEAVY EQUIPMENT CORP.
LEARNIJP CORP.

EEI ENERGY SOLUTIONS CORP.

EEI CARGA DIGITAL
LOGISTICS CORP.

GULF ASIA INTERNATIONAL CORPORATION
EEI Corp (100%)

GAIC MANPOWER SERVICES, INC
GAIC (96.67%)

EEI POWER CORPORATION
EEI Corp (88.97%)

LANDEV CORPORATION
HOI (100.00%)

GREYHOUNDS SECURITY
AND INVESTIGATION AGENCY CORP.
Landev Corp. (99.99%)

HEXAGON LOUNGE, INC.
Landev Corp (100%)

MANILA MEMORIAL
PARK CEMETERY, INC.
HOI (2610%)

LA FUNERARIA PAZ - SUCAT, INC.
HOI (50.00%)
MANILA MEMORIAL PARK CEMETERY (50.00%)

HI CARS, INC.
HOI (96.30%)

XAMDU MOTORS, INC.
HOI (99.20%)

RIZAL COMMERCIAL BANKING CORPORATION
PMMIC (33.92%)

RCBC CAPITAL CORPORATION
RCBC (99.96%)

RCBC SECURITIES, INC.
RCBC Capital Corp (100%)

RCBC BANKARD
— SERVICES CORPORATION
RCBC Capital Corp (100%)

RCBC FOREX BROKERS CORPORATION
RCBC (100%)

RIZAL MICROBANK INC. - A THRIFT BANK OF RCBC
RCBC (100%)

RCBC LEASING AND FINANCE CORPORATION
RCBC (99.67%)

RCBC RENTAL CORPORATION
RCBC Leasing & Finance Corp. (100%)

RCBC-JPL HOLDING COMPANY, INC.
RCBC (99.41%)

RCBC INTERNATIONAL FINANCE, LTD.
RCBC (100%)

RCBC INVESTMENTS, LTD.
RCBC International Finance Ltd (100%)

YGC CORPORATE SERVICES, INC.
RCBC (40%)
MICO (30.70%)

HONDA CARS PHILIPPINES, INC.
RCBC (12.88%)

PMMIC
(AY Holdings 36.58%)

LUISITA INDUSTRIAL PARK CORPORATION
PMMIC (56.00%)
RCBC (35.00%)

Y REALTY CORPORATION
PMMIC (100%)

RCBC LAND, INC.
PMMIC (100%)

RCBC REALTY CORPORATION
RCBC LAND INC (27.34%)
PMMIC (22.66%)

HOI (10%)

ENRIQUE T. YUCHENGCO, INC.
PMMIC (45.90%)

MONA LISA
DEVELOPMENT CORPORATION
ETY. Inc. (56.25%)

SEAFRONT RESOURCES CORPORATION
PMMIC (18.69%)

PHILIPPINE INTEGRATED
ADVERTISING AGENCY, INC.
PMMIC (100%)

PAN MALAYAN EXPRESS, INC.
PMMIC (100%)

PAN MALAYAN REALTY CORPORATION
PMMIC (65.41%)
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Management
Chief Executive Officer (CEO)

The Bank's CEO is Mr. Eugene S. Acevedo. He is responsible
for the management of the business and affairs of
the Bank, guided by the strategic direction and risk
appetite approved by the Board. He is primarily
accountable to the Board in championing the desired
conduct and behavior, implementing strategies,
and promoting the long-term interest of the Bank.
He ensures that the business and affairs of the Bank are
managed in a sound and prudent manner, and that
operational, financial and internal controls are
adequate and effective.

The CEO is also in-charge of public relations and
advertising relations with the BSP and other offices,
agencies and instrumentalities of the Philippine
government, the Bankers Association of the Philippines,
and other industry associations. He is a member of the
Executive Committee and of all major management
committees and exercises such other powers and
performs such other duties as the Board may prescribe
from time to time.

The CEO provides leadership to Management in
developing and implementing business strategies,
plans, and budgets to the extent approved by the
Board. He provides the Board with a balanced and
understandable account of the Bank's performance,
financial condition, results of operations prospects on a
regular basis.

The Bank's Corporate Governance Manual prescribes
that the positions of Chairperson and CEO shall not be
held by one person.

Duties and Responsibilities of Management

Under the direction of the Board, Management shall
ensure that the Bank’s activities are consistent with
the business strategy, risk tolerance and appetite, and
policies approved by the Board. Senior Management
is responsible and held accountable for overseeing the
day-to-day management of the Bank. Thus, it is required
that members of Senior Management shall have the
necessary experience, competencies and integrity to
manage the businesses under their supervision, as well
as have appropriate control over the key individuals in
these areas.

Management Committees
The Bank has four senior management committees

that provide a regular forum, at a lower level, to take up
risk issues:
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The Credit and Collection Committee (CRECOLCOM,),
an intermediary credit approving body chaired by
the President & Chief Executive Officer (CEO) and
composed of the heads of the Asset Management and
Remedial Group, the Treasury Group, the Corporate
Banking Group, the Small and Medium Enterprises
Banking Group, Operations Group, Strategic Initiatives
and the Retail Banking Group, meets weekly to review
and approve credit/credit-related proposals with
the specific authority delegated to it by the Board.
It also reviews the plans and progress on the resolution
of problem loan accounts. Lastly the committee reports
and recommends to the Executive Committee
(EXCOM) immediate measures to reduce the level
of past due accounts.

The Asset/Liability Committee (ALCO) is chaired by the
Treasurer and joined by the President and CEO together
with the heads of various business and support groups.
The ALCO coordinates the management of assets and
liabilities of the bank with the objective of earning
acceptable returns and assure adequate liquidity
to meet regulatory and banking needs.

The Related Party Transactions Management
Committee (RPT ManCom) is composed of select
Group Heads of the business units as specified in
the charter or their respective designates. The RPT
ManCom meets monthly to review and approve
proposed RPTs below the materiality threshold for the
purpose of determining whether or not the transaction
is on terms no less favorable to the Bank than terms
available to any unconnected third party under the
same or similar circumstances unless the transaction
requires Board approval. On highly meritorious cases,
eg., for time-sensitive or urgent transactions, the
Committee allows the routing of transactions via
email for review and approval, provided that all routed
RPTs are approved by a majority of the members of
the Committee. The RPT ManCom submits a monthly
report of all the RPTs it has approved to the Board
for confirmation.

The Anti-Money Laundering Management Committee
(AML ManCom), chaired by the Chief Compliance
Officer, meets weekly to decide on whether the unusual
or suspicious transactions flagged by the Compliance
Office or by other bank units would merit the filing
of Suspicious Transaction Reports (STRs) to the
Anti-Money Laundering Council. The Committee
also issues directives on what to do with the account
or the business relationship, as well as require
other actions like the issuance of typologies as
deemed necessary.

Long-Term Bonus Plan for Key Employees
and Material Risk Takers

The right long-term bonus plan for an organization is
one that meets the following objectives:

1. Alignment with shareholder interests: The long term
bonus plan must be one that drives high performance
and contributes to overall business goals, including
sustainable long-term growth, thereby increasing
shareholder value.

The Bank has set a performance period of five years
in establishing a long-term bonus plan for key
employees and material risk takers as this is seen as
necessary to ensure that they do not take a
shortsighted view and will be driven to work for the
long-term financial success of the organization.
The performance-driven approach aligns the interests
of key employees with the shareholders’ interests and
links the long-term bonus plan to the achievement of
business and performance objectives by key employees
which is deemed to have a major influence on the
long-term performance of the Bank and to the market
value of the shares of the Bank. In determining the
bonus pool, consideration is given to the Bank's
financial performance, market benchmarks and mar-
ket conditions, as well as to individual performance of
the employees. Consideration is given to audit findings
and a general evaluation of the risks taken.

2. Key employees’ retention: It must attract, retain, and
reward the keyemployeesthat are able to successfully
execute the organization's strategic objectives.

3. Alignment of the bonus plan with prudent risk-taking:
The bonus plan must be one that is designed to
provide incentives to build sustainable sources
of income and enterprise value. Long-term bonuses
awarded are earned over a five-year period and
are directly correlated to changes in profitability and
enterprise value.

Senior Executive Compensation

The executive director of the Bank (President and CEO) does not receive any per diem for
attendance in Board and Board committee meetings. He is entitled to remuneration and
benefits by virtue of being an officer of the Bank.

The aggregate compensation paid or accrued to the Bank's CEO and four other most highly
compensated executive officers are as follows (in thousand Philippine pesos):

Aggregate Compensation

Names Principal Position (net of bonuses) Bonuses
Eugene S. Acevedo President and CEO
Redentor C. Bancod Senior Exgcutwe Vice
President
Richard C. Lim Executive Vice President 98,146 33,829

Alberto Magno N.

Executive Vice President
Pedrosa

Angelito M. Villanueva Executive Vice President
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Table of Organization

The following is an overview of the Bank’s Table of Organization as of December 31, 2023:

Board of
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Committee Committee Committee
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Security
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Related
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Shareholders

Shareholders’ Rights and Protection of Minority
Stockholders’ Interest

The Bank respects the rights of the stockholders as provided
for in the Revised Corporation Code, namely:

1. Right to vote on all matters that require their
consent or approval;

2. Right to inspect the books and records
of the Bank;

3. Right to information;

4. Right to dividends; and

5. Appraisal right.

It is the duty of the Board to promote the rights of the
stockholders, remove impediments to the exercise of
those rights and provide an adequate avenue for them
to seek timely redress for breach of their rights, i.e., any
shareholder or group of shareholders with at least five
percent (5%) share of the total outstanding shares of the
company shall be allowed to propose any relevant item
for inclusion in the agenda for the meeting.

Right to Nominate Candidates for the Board

The By-Laws of the Bank allows all shareholders,
including minority stockholders, the right to nominate
candidates for the Board.

Voting Right

The Board shall be transparent and fair in the conduct
of the annual and special stockholders' meetings of the
Bank. Stockholders shall be encouraged to personally
attend these meetings.

In case stockholders cannot attend the annual
and special stockholders’ meetings, they shall be
apprised ahead of time of their right to appoint a proxy.
Subject to the requirements of the Bank's By-Laws, the
exercise of that right shall not be unduly restricted and
any doubt about the validity of a proxy shall be resolved
in the stockholders' favor.

The Board shall take the appropriate steps to remove
excessive costs and other administrative impediments
to the stockholders' participation in meetings,
whether in person or by proxy. Accurate and timely
information shall be made available to the stockholders
to enable them to make a sound judgment on all
matters brought to their attention for consideration
or approval.

Stockholders shall have the right to elect, remove and
replace directors, and vote on certain corporate acts in
accordance with the Corporation Code.

A director shall not be removed without cause if it
shall deny minority stockholders representation
in the Board.

Conduct of Shareholders’ Meeting

Stockholders are encouraged to personally attend
shareholders’ meetings. In case the stockholders
cannot attend the annual and special stockholders’
meetings, they are apprised ahead of time of their right
to appoint a proxy. Accurate and timely information is
made available to the stockholders to enable them to
make a sound judgment on all matters brought to their
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attention for consideration or approval. Stockholders
are allowed to pose questions and/or raise matters
in person during the meeting and are addressed
by the Chairperson, members of the Board
and/or management.

In view of the COVID-19 pandemic, the Annual Stockholders'
Meeting which was held on July 3, 2023 was conducted
virtually as allowed by the BSP and SEC. The Bank hired
an independent party, Punongbayan & Araullo, to count
and validate votes cast at the said meeting. Proper and
timely disclosures were made immediately after the
ASM. Results of the meeting as well as minutes thereof
are available in the Bank’s website.

Right to Inspection

All stockholders shall be allowed to inspect corporate
books and records, including the minutes of Board
meetings and stock registries, in accordance with the
Corporation Code. They shall also be furnished with
annual reports, including financial statements, without
cost or restrictions.

Right to Information

Stockholders shall be provided, upon request, with
periodic reports which disclose personal and professional
information about the directors and officers and
certain other matters such as their holdings of the
Bank's shares, dealing with the Bank, relationships
among directors and key officers, and the aggregate
compensation of directors and officers.

The minority stockholders shall be granted the right
to propose the holding of a meeting, and the right
to propose itemsin the agenda of the meeting, provided
the items are for legitimate business purposes.
They shall have access to any and all information
relating to matters for which the management is
accountable for and to those relating to matters
forwhichthemanagementshallincludesuchinformation
and, if not included, then the minority stockholders
shall be allowed to propose to include such matters in
the agenda of stockholders’ meeting, being within the
definition of “legitimate purposes”.

Dividend Policy

Article XlI, Section 1 of the By-Laws of the Bank,
provides that dividends shall be declared and paid out of
the surplus profits of the Bank as often and at
such times as the Board of Directors may determine
after making provisions for the necessary reserves in
accordance with law and the regulations of the
Bangko Sentral ng Pilipinas (BSP).

As a policy, management shall determine the
amount of dividends to be declared and present the
recommendation for the declaration of the same to
the Board of Directors for approval. If it has stipulated
dividend payment obligations, the Bank shall declare
dividends in accordance with its commitment.

The Bank ensures compliance with the pre-requisites
set by the BSP for the declaration of dividends.
Likewise, the Bank shall not declare dividends greater
thanitsaccumulatednet profitsthenonhand,deducting
therefrom its losses and bad debts.

In accordance with Section 124 of the 2020 Manual
of Regulations for Banks, the net amount available for
dividends shall be the amount of unrestricted or free
retained earnings and undivided profits reported in the
Financial Reporting Package (FRP) as of the calendar/
fiscal year-end immediately preceding the date of
dividend declaration.

The derivation of the dividend amount from the
unrestricted/free retained earnings shall be based
on sound accounting system and loss provisioning
processes under existing regulations which takes into
account relevant capital adjustments including losses,
bad debts and unearned profits or income.

Details of the 2023 cash dividend distribution are as follows:

Unearned profits or income refers to unrealized
items which are considered not available for dividend
declaration such as accumulated share/equity in net
income of its subsidiaries, associates or joint venture
accounted for under the equity method, recognized
deferred tax asset, foreign exchange profit arising from
revaluation of foreign exchange denominated accounts
and others.

Record date of the disclosure of dividend declaration
shall be set in accordance with the Rules of the
Securities and Exchange Commission (SEC) and when
appropriate, the Rules of BSP. The disclosure of the
record date must not be less than ten (10) trading
days from the said date.

Dividend Date Approved
Nature of Date Date Paid/
Securities Declared Payable
Per Share e By BOD
Amount

Hybrid Perpetual Securities January 30,2023 - 53498 February 27,2023 January 30,2023 February 27,2023
Convertible Preferred Stock February 27,2023 0.1685 0.05 March 21,2023 February 27, 2023 March 23,2023
Common Stock March 27,2023 1.0800 2,200.48 April 13,2023 March 27,2023 April 27,2023
Preferred Stock March 27,2023 1.0800 0.29 April 13,2023 March 27,2023 April 27,2023
Convertible Preferred Stock May 29, 2023 0.1789 0.05 June 21,2023 May 29, 2023 June 26, 2023
Hybrid Perpetual Securities July 31,2023 553.41 August 27,2023 July 31,2023 August 27,2023
Convertible Preferred Stock August 29, 2023 0.1920 0.05 September 21,2023 August 29, 2023 September 25,2023
Convertible Preferred Stock November 29, 2023 01870 0.05 December 21,2023 November 29, 2023 December 29, 2023
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Appraisal Right

The stockholders shall have appraisal right or the right
to dissent and demand payment of the fair value of
their shares in the manner provided for under Section
82 of the Revised Corporation Code of the Philippines.

Investor Relations

RCBC is committed to high standards of transparency,
accountability, and fairness through its Investor
Relations (IR) program. The IR program adopts a
comprehensive communication and engagement
framework to ensure the timely and accurate
disclosure of material and relevant information, including
its operating and financial results, and significant
business developments, to provide the basis for the sound
investment decisions of shareholders and investors.
Company disclosures, investor and briefing presentations,
and press releases are prepared and submitted in
accordance to the requirements of the applicable
regulatory institution. These are posted on RCBC's
welbsite at www.rcbc.com.

The IR program is developed, implemented, and
managed by the Corporate Planning Group, in coordination
with the Senior Management and related groups.
The Corporate Planning Group works with the
Marketing Communication Division to conduct regular
briefings with the media, institutional investors,
and analysts. Further, the Bank actively participates
in investor conferences, roadshows and one-on-one
meetings with analysts and credit rating agencies.
Some members of the Senior Management team also
join the briefings and conference calls to impart more
insights on RCBC's performance and strategic direction.
The Bank continues to engage investors, shareholders,
analysts and other parties through the email address
investor_relations@rcbc.com posted on the website.

Material Information/Transactions

The Bank is committed to disclose material information to
its stakeholders as part of its adherence to transparency,
accountability, and fairness. The following are the
material information/transactions were approved by
the Board of Directors for 2023:

01-14-2023 Legal Proceedings (Amendment)

The disclosure on the legal case filed by Bangladesh
Bank against RCBC and other persons before the
Supreme Court of the State of New York, County of
New York was amended to provide an update on
the decision of the New York court on the Motion to
Dismiss filed by RCBC and its current previous
employee defendants.

01-20-2023 Legal Proceedings (Amendment)

The disclosure on the legal case filed by Bangladesh
Bank against RCBC and other persons before the
Supreme Court of the State of New York, County
of New York was amended to update the information
regarding the Notice of Appeal filed by RCBC from
the denial of its Motion to Dismiss.

01-30-2023 Other Events
01-30-2023 Change in Directors/Officers
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01-30-2023 Postponement of Annual Stockholders’
Meeting (PSE Disclosure Form 7-2)

01-30-2023 Notice of Annual or Special Stockholders’
Meeting (PSE Disclosure Form 7-1)

During the January 30, 2023 Regular Meeting of the
Board of Directors of the Bank, where a quorum was
present and acting throughout, the following were
approved:

1. Senior Note Issuance Out of Medium Term Note
Programme (subject to market conditions).

2. Postponement/Resetting of the June 2023 Board
and Organizational Meetings, and 2023 Annual
Stockholders’ Meeting to July 3, 2023.

3. Appointment of FVP Atty. Angeluz B. Torres-Guerzon
as Head of Asset Management and Remedial
Group, replacing SEVP Mr. John Tomas G. Deveras,
who is retiring, effective February 15, 2023,
subject to BSP and other regulatory approvals,
as may be required.

02-27-2023 Other Events

During the February 27, 2023 Regular Meeting of the
Board of Directors of the Bank, where a quorum was
present and acting throughout, the following were
approved:

1. The Audited Financial Statements of Rizal Cormmercial
Banking Corporation and RCBC—Trust and
Investments  Group as of year ended
December 31, 2022, as audited by Punongbayan
& Araullo, for final approval of the stockholders.

2. Declaration of cash dividends on convertible
preferred shares amounting to P0.16846
(US$0.00308) per share or a total of P4504715
(US$824.44 @ P54.640). The cash dividend is
payable to holders of convertible preferred shares
as of March 21, 2023 (record date) and payable
within 5 trading days from record date. The cash
dividend is for unlisted preferred shares.

3. Interlocking Directorship / Officership of RCBC

Officers to Frame Properties, Inc. (subject to BSP/
other regulatory approvals, as may be required).

Rank & Current Position Position in Frame

in RCBC Properties, Inc.

President and

President and CEO CEO/Incorporator

Eugene S. Acevedo

Ma. Christina P. Alvarez FSVP and Head, Corporate In_corporator/

Planning Group Director
: FSVP and Head Incorporator/
Florentino M. Madonza of Controllership Group Director
Alberto Magno N. FSVP and Treasurer/ Incorporator/
Pedrosa Head of Treasury Group Director
Rowena F. Subido FSVP and Head of Incorporator/

Human Resources Group | Director

FSVP and Trust Officer/
Head of Trust and Treasurer
Investments Group

Robert Rol Richard
Raymond B. Ramos

4. Interlocking Directorship/Officership roles of SVP
X