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About The Cover

GROWING IN SERVICE

The cover title conveys BankCom's growth in different aspects:
1) in terms of potential and profitability, and 2) in becoming of
service toward the Fllipino people. This growth expands the
Bank's capability to create value for more, as displayed in the
collaged photos.

ABOUT OUR PAPER

The 2022 Bank of Commerce Annual Report cover was printed
on Tocatta paper certified by the Forest Stewardship Council
(FSO). The FSC certification ensures that materials come from
responsibly managed forests that provide environmental,
social and economic benefits. The main pages were printed
on Chroma paper certified by the Programme for the
Endorsement of Forest Certification (PEFC). The PEFC
certification ensures that the product can be traced back to a
sustainable source that has been managed with environmental,
social, and economic factors taken into consideration. Kodak
Sonora process-free plates, nonpetroleum-based soy ink, and
a Heidelberg carbon neutral offset press were utilized in the
printing of this report.
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ank of Commerce, a universal bank licensed by

the Bangko Sentral ng Pilipinas ("BSP"), traces

its origins to the Overseas Bank of Manila,
established in Binondo, Manila in 1963. In 2008, San
Miguel Corporation ("SMC") bought into the Bank and
became a major stakeholder through the voting stake
of San Miguel Properties, Inc. in the Bank. In December
2020, the Intellectual Property Office (IPO) granted
the copyright license for “BankCom" as the Bank's
official short name.

The Bank provides innovative banking solutions and a
complete range of products and services in deposit,
commercial loans, credit card services, consumer
banking, transaction banking, corporate banking,
investment banking, treasury, asset management,
trust and investments. In terms of service reach, the
Bank has retail and corporate online banking facilities,
140 branches and 259 automated teller machines
("ATMs") strategically located nationwide as of 31
December 2022.

Universal Banking License Application

In November 2022, the Monetary Board of the BSP
conferred on the Bank the authority to operate as a
universal bank.
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With a universal banking license, the Bank will have
more opportunities to generate and warehouse
interest bearing assets like marketable securities,
generate more fee-based income, and manage risk
of securities underwritten and held for trading. This
will also enable the Bank to enhance its marketing
relationship with existing and prospective clients in
the large corporate and middle market segments as
it will be carrying a broader range of products, from
traditional working capital lines and term loans to
project finance, initial public offerings, mergers and
acquisitions, financial advisory, etc. The latter services
are essential to large businesses in planning their
expansion programs as a response to the increasing
demand brought about by the robust economy.
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2021

2018

2008

1988

1963

BSP approved the
universal banking license
subject to an Initial
Public Offering (IPO).

The new Bank of
Commerce logo
included the San Miguel

Corporation affiliate text.

Bank of Commerce
became an affiliate of
San Miguel Corporation
in 2008 and introduced
its new logo bearing the
SMC escudo.

ComBank became
known as Boston Bank
of the Philippines.

The Bank began
operating as Overseas
Bank of Manila.

BSP conferred on the Bank 2 0 2 2

the authority to operate as
a universal bank.

BankCom — the Bank's
official short name with 2 0 2 0
copyright license from the

Intellectual Property Office
(IPO) was granted.

Bank of Commerce

unveiled its new tagline 2 0 1 6
"WE THINK CUSTOMERS"

encapsulating the Bank's

Service Promise.

The Bank changed 19 9 1

its official name to
Bank of Commerce.

Overseas Bank of Manila 19 8 0

became known as ComBank.
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Vision
Provider of exceptional financial services and solutions connecting
consumer and business ecosystems that contribute to building the nation.

Mission
Our mission is to deliver excellent banking experiences through competent
and attentive professionals who put customers' needs first.

Service Promise
With integrity and financial stability, we commit to deliver superior service
to you, our discerning customers.

Through competent and warm professionals who understand, anticipate,
and fulfill your needs with a sense of urgency in a safe and guest-friendly
environment, we promise you a meaningful banking experience.

Bank of chmmerce 3
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Gross Domestic Product (GDP)

Despite record inflation and rising interest rates, the
Philippine economy ended 2022 with the fastest economic
growth in over four decades, demonstrating resilience in the

face of a lackluster global outlook.

In the fourth quarter (Q4), economic output grew by 7.2%
year on year, resulting in a full-year expansion of 7.6%,
surpassing the government's target of 6.5%-7.5% and
outperforming the 5.7% growth rate of last year. This was the

quickest growth since the 8.8% in 1976.

The stellar Q4 performance was driven by strong domestic
demand, increased employment opportunities, and a surge
in spending following the easing of pandemic restrictions

and full reopening in the last three months of the year.

Services and consumption contributed a 9.2% growth as
more business were allowed to operate fully amid declining
COVID-19 cases, while agriculture and industry posted 0.5%
and 6.7%. Meanwhile, improving labor market conditions,
increased tourism, holiday spending, and the resumption of
face-to-face classes also bolstered growth, reflecting a solid

rebound in consumer and investor confidence.

Despite the better-than-expected 2022 growth, the
economy is expected to face challenges this year due to an
anticipated global recession triggered by events in Ukraine.
This may lead to weaker demand, the potential impact of
higher interest rates, and elevated inflation, which could

result in prolonged tightening of monetary policies.

On a positive note, China's reopening will benefit the economy.

For 2023, the government sees the Gross Domestic Product
(GDP) to settle within the 6 to 7% target range.

Inflation

Inflation has become a major concern in the Philippines, with
the consumer price index (CPI) soaring to 8.1% in December,
reaching its highest level in 14 years. This figure is slightly
higher than the 8% recorded in the previous month and

more than double the 3.6% compared to the previous year.

For the full-year 2022, inflation averaged at 5.8%, well above

the target range of 2 to 4% and faster than 2021's 4.5%. This

is the second straight year that the country missed its target.

The upward trend in inflation was mainly driven by higher
prices of food and non-alcoholic beverages (10.2%),
restaurants and accommodation services (7%), and housing,
water, electricity, gas and other fuels (7%). The rising CPI
poses a threat to economic growth as it could cripple

domestic consumption, a key driver of the economy.

Addressing inflation is a top priority for the Marcos
administration. Measures such as extending reduced tariffs
on various products, ensuring an accessible food supply
chain, reducing transportation and logistics costs, and
implementing other strategies to mitigate the impact on

consumers' purchasing power should be pursued.

For 2023, the Bangko Sentral ng Pilipinas (BSP) projects that
inflation would breach the upper end of the 2% to 4% target
range at 6.1% before returning to within target at 3.1% in 2024.

Interest Rates
BSP has taken a hawkish stance throughout 2022 in response
to the Federal Open Market Committee’'s (FOMC) stringent

policy tightening in the face of rising global inflation.

To balance inflation and economic recovery, and to temper
exchange rate pressures while at the same time ensuring
growth momentum post-pandemic remains intact, the BSP
has kept a decent rate gap between US rates and central

bank rates.

Amid broad-based inflationary pressures, persistent upside
risks, and elevated expectations, the Monetary Board had
cumulatively hiked policy rates by a total of 350 bps with
an aim to temper inflation back to within target. Adjusting
interest rates also serves as a buffer against external

spillovers during tighter global financial conditions.

As of end-2022 the following are the effective key policy
rates of the BSP:

RATE
Overnight RRP 5.50%
Overnight Deposit 5.00%
Overnight Lending 6.00%

2022 ANNUAL REPORT
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Report from the Chairman
and the President & CEO

R
1

Trade fee income grew
by more than seven times
from PHP17 million in
2019 to PHP125 million in
2022. This unparalleled
expansion reflected the
strong partnership of
BankCom and SMCin
supporting trade-heavy
businesses with their
operational requirements
and exigencies.
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oving through a period of heightened
risk that marked the first few years of

the 2020's, we achieved unprecedented
milestones in 2022 by strengthening our capabilities
and capitalizing on economic recovery with our
invigorated strategy. The Philippines experienced a
Gross Domestic Product (GDP) growth of 8.2% in the
early part of the year, reaching 7.25% by the end, and
resulting in a robust full-year GDP growth of 7.6%.
With the economy growing, the Bank achieved a profit
of PHP1.8 billion—the highest since SMC acquired
BankCom in 2008, and the second time we breached
the billion-peso mark since the commencement of
our growth strategy.

A Year of firsts

Outside of all-time highs in financial performance,
many other extraordinary moments marked 2022.

On March 31, we made our first entry into the stock
market through a successful initial public offering
(IPO) listed at the Philippine Stock Exchange.
Becoming the first Bank to list publicly in almost a
decade, our IPO showcased market confidence in our
potential as a promising investment opportunity.

Shortly before the year ended, the BSP granted

us authority to operate as a universal bank. This
expanded our capabilities and opened new horizons
for enhanced financial services and offerings to our
valued customers. Within six months of obtaining our
universal bank license, our Investment Banking Group
(IBG) alone generated PHP110 million in revenues,
primarily from underwriting and selling publicly
registered securities. With this, the new investment
banking business proved its capability to run side by
side with the major players.

Notably, we acted as the selling agent for two major
deals. These include the PHP40 billion bond issuance
to San Miguel Global Power Holdings Corporation,

the energy arm of San Miguel Corporation (SMC) and
one of the largest power companies in the Philippines.
The PHP60 billion corporate bond issuance of SMC
followed before the end of the year, solidifying our
presence in the banking industry. This bond issuance
was the largest in the Philippine bond market to date.

Additionally, we successfully listed our inaugural issuance
of PHP7.5 billion two-year bonds, further demonstrating
market confidence and our commitment to enhancing
our overall financial standing.

Steady and sustained financial growth

In addition to these extraordinary events, we
continued to focus on our strategy to grow the Bank
steadily and profitably, which we began in 2018. We
achieved the following key results: growth in loans,
profits, provisions, and capital.

Our loans portfolio expanded impressively from PHP71
billion to PHP103 billion. Our Net Interest Income (NII)
surpassed operating expenses (OPEX) by 21%, as we
managed to keep our OPEX to a single-digit growth
of 9% despite the rise in our business activity.

Our Capital Adequacy Ratio (CAR) increased from
15.06% in 2018 to 17.97%, surpassing the minimum
regulatory requirement of the Bangko Sentral ng
Pilipinas (BSP). Also since 2018, our qualifying capital
rose from PHP15 billion to PHP26 billion showing the
growing strength of our balance sheet.

By the end of the year, we achieved significant
financial performance wins. Our trade-related
contingent volume had an outstanding full-year
growth of 178% compared to the previous year. We
also secured the 92th position in the Trust industry
ranking for Assets Under Management (AUM), with a
10.4% growth in AUM volume compared to 2021.

Our Gross Loans grew by 39.32%, next to the highest
among peer banks, with PHP108.6 billion from
corporate and consumer credit accounts. Corporate
loans increased by 48%. We registered the fastest loan
growth during the second quarter.

With this increase in the overall loan portfolio together
with a decrease in the actual non-performing loan
balances, our gross Non-Performing Loans (NPL)

ratio in the last quarter of 2022 reached 2.1%, showing
a notable decrease from the previous year's ratio of
3.01%, and remains better than the industry average.

These levels of performance are an achievement in
the context of the economic situation that all banks
needed to contend with in 2022.

Continuing success

Amidst the highly competitive area of trade, our Trade
Finance business grew 575% since 2019, driven by
robust issuances of standby letter of credit to sellers
of goods and providing support to small and medium
enterprises as well as larger businesses throughout
the pandemic. As a result, Trade fee income grew by
more than seven times from PHP17 million in 2019 to

2022 ANNUAL REPORT
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PHP125 million in 2022. This unparalleled expansion
reflected the strong partnership of BankCom and
SMC in supporting trade-heavy businesses with their
operational requirements and exigencies.

In addition, we saw Foreign Exchange (FX) gains of
PHP150 million, posting a 211% growth from 2021.

The gains from lending, combined with significant
improvements in revenues from FX, Real & Other
Properties Acquired (ROPA), trading, service
charges, and other sources, pushed Gross Revenues
up by 30.4% from PHP6.2 billion the previous year to
PHP8.1 billion in 2022.

As our top three revenue sources were NlI, Service
Charges, and FX, the results were aligned with our
growth strategy focusing on lending, transaction and
investment banking, and client FX transactions. In
particular, our NIl posted a double-digit growth, from
PHP5.1 billion in 2020 to PHP6.7 billion in 2022. Allin all,
growth in various revenue sources resulted in our Net
Interest Margin expanding by 3.8%.

In an environment of volatile interest rates, a stable
income stream derived from transaction-based fee
revenues is crucial. We achieved an unprecedented
61.5% rise in income from service charges, fees and
commissions, or a total of PHP858 million compared
to PHP531 million the previous year, brought about
by a confluence of record growth in trade finance
contingent liabilities in average daily balance terms,
the new investment banking business, Trust fee
expansion, improving consumer loan volume, and
credit card billings breaching the PHP4 billion mark.

The road ahead

Looking ahead to 2023, we remain committed to
sustaining growth in our core business lines by
maximizing opportunity where our strength lies. This
includes more aggressive cross-selling, automation,
digitalization, innovation in products and services,
developing the SMC ecosystem and affiliates, and
strengthening investment banking deals. In pushing
for digitalization, we will be combining cash recycling
with a more robust ATM network. We also aim to
expand our loan portfolio and customer base, focusing
on corporate accounts (including regular and SMC
accounts), consumer loans, and credit cards.

Our Transaction Banking Group (TBG) will continue
to enhance and innovate products and services to
better cater to customer requirements. The Branch

Bank of chmmerce 24
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Banking Group (BBG) will focus on developing tiered
deposit products that stimulate growth and retention,
supporting our overall expansion.

Synergy among our units will be a recurring theme

in our future efforts. We will implement incentive
programs to boost bookings and cross-selling, driving
growth in both interest and non-interest income
such as fees across FX, Trust services, trade finance,
cash management, and other transactions. Treasury
will provide pricing support for BBG to grow retail
deposits and fund asset deployment. This will also
strengthen FX revenue through client FX purchases or
sales and fees from distributing products originated
by the IBG.

The IBG will increase our participation in capital markets
deals, focusing on debt and equity transactions, while
continuously monitoring accounts and prospective
deals. The Trust Group will sustain revenue growth

by offering higher fee-generating products and
distributing products originated by the IBG.

TBG will be responsible for growing transactional fee
volume in BankCom [Personal] through increased
usage and targeted promotions. The Cards Group will
focus on increasing billings, enhancing fee collection,
encouraging higher spending on both Credit Cards
and Debit Cards, adjusting purchase requirements,
and acquiring key quality accounts for Credit Cards.

Through automation and digitalization, we aim to
optimize output and enhance operational efficiency in
collaboration with our Digital Services Group.

Building upon the growth achieved in 2022, we are
confident in our ability to drive growth, deliver value
to our customers, and achieve long-term success in an
ever-changing and rapidly evolving landscape.

In the final analysis, what all this comes down to is
arenewed commitment, an intense fervor, and a
stronger resolve to internalize, exude, and consistently
breathe our mantra:

"We Think Customers."

Michelangelo R. Aguilar
President & CEO

Francis C. Chua
Chairman of the Board



Product Range and Revenue Sources

BankCom provides innovative banking solutions and

a complete range of products and services in deposit,
commercial loans, credit card services, consumer
banking, transaction banking, corporate banking,
treasury, investment banking, asset management, and
trust and investments.

Loans

BankCom extends loans and other credit facilities
to corporate institutional, and middle market clients
to support their working capital and/or capital
expenditure requirements. Corporate lending may
be in the form of term loans, credit lines, or project
finance. The target market is divided into:

+ Ecosystem acounts - suppliers/providers, dealers,
and distributors

+ Non-ecosystem - conglomerate, large
corporations, and strong middle market

BankCom also provides home, automobile, and salary
|loans for individual customers around the country.
The Bank maintains partnerships with real estate
developers as well as automobile dealers through its
account officers to capture the market.

BankCom generates revenue from its lending
activities in the form of net interest income and non-
interest income (i.e., fees).

Branch-Based Transactions

With a network of 140 branches, BankCom provides
a consistent and comprehensive financial experience
for its affluent and middle-market customers, while
extending dependable access to basic banking
services to the mass segment.

For financial consumers who transact with
merchants or other customers, these branches
service their deposits to fund their personal or
operating accounts, facilitate withdrawal through
over-the-counter or onsite ATMs, accept check
clearing and encashment, and fulfill various
account-related requests.

BankCom also services the needs of business
customers through its check releasing counters,
deposit pickup facilities, and account maintenance for
auto-credit and auto-debit arrangements performed
by branches.

For customers who aim for a higher return on their
funds, these branches offer not only time deposits and
but also various investment products from BankCom's
other business units.

Depending on the type of product, BankCom pays
interest and credits it to the customers' account at
certain periods, thereby incurring interest expense.
The pool of funds generated from these accounts
is then used to support the Bank's lending and
investing activities.

2022 ANNUAL REPORT
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Electronic Banking Transactions

BankCom's electronic banking channels consist of a
mobile app and online banking channel designed for
retail or individual customers, i.e., BankCom [Personal],
a web-based channel specially made for corporate

or institutional accounts, i.e., BankCom [Corporate],
ATMs (and soon, Cash Recycling Machines or CRMs),
and point-of-sale (POS) terminals.

For retail transactions such as Instapay and

PESONet fund transfer, as well as acquirer-based

ATM withdrawals and balance inquiries, the Bank
earns fee revenues net of agreed sharing with the
external partner (e.g., BancNet). On the other hand,
for corporate transactions delivered through cash
management services, the revenue may be generated
through fees entirely, through float from the required
deposit ADB, or a combination of both.

Treasury

BankCom's treasury business covers money market,
trading and treasury services, foreign exchange, as
well as management of the Bank's funding operations
by use of treasury bills, government securities and
placements and acceptances with other banks. The
Bank earns net interest income and non-interest
income from this business.

Trade Finance

BankCom's trade finance business caters to the needs
of customers requiring guarantees to secure ordered
goods through standby letters of credit (SBLCs).
Distributors and merchants whose businesses are
based on consumer demand are among the target
customer segments. The Bank earns fee revenue from
the asset and foreign exchange flows generated by
this business.

Remittance

Aside from cash management, trade finance, and
digital channels, BankCom manages a remittance
business within the purview of transaction banking.
BankCom develops and manages tie-ups with various
partners to facilitate remittances from overseas
Filipino workers (OFWs) mostly from the Middle East.

To support this business, BankCom will continue to
develop the BankCom SikapPinoy Debit Card and
SikapPinoy Asenso program. SikapPinoy Asenso

is an all-in-one service to help OFWs and their
families handle their hard-earned money in the most
convenient, secure, and smart way possible towards
establishing a business of their own.

Bank of chmmerce 24
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Credit Card and Debit Card Marketing

BankCom's credit card product is a revolving loan
facility that is offered to clients and applicants that
meet certain acceptance criteria. On the other hand,
the debit card device is a feature of certain BankCom
deposit account products.

The Bank rolls out various marketing activities

to promote use of its debit card and credit card
products. To support this, the Bank maintains
relationships with various establishments (i.e.,
merchants). Purchases made using these card
products generate billings and usage transactions
which earn fee revenues. CCG also to promote the
usage of the Bank's card products.

Trust Services

BankCom's trust and fiduciary management arm is
responsible for developing new business, account
solicitation, and administration of personal and
corporate investment accounts under the scope

of trust, other fiduciary business, and investment
management activities specifically licensed by the BSP.

Through its Trust Services business, such as asset
management activities performed in its capacity

as Trustee or Investment Manager under local
regulations, the Bank is able to generate assets under
management to realize its growth objectives, and earn
trust fee revenues.

Investment Banking

As a universal bank, BankCom engages in and offers
investment banking products and services to capitalize
on its retail (investors) and corporate (issuers and



investors) client base and extensive distribution
capabilities from its branch network and established
Treasury and Trust businesses. These include but

are not limited to: (i) managing, underwriting, and
arranging to distribute equity and debt securities; and
(i) providing financial advisory services across various
mandates including mergers and acquisitions and
capital raising. BankCom has been actively participating
in capital market transactions thereby generating fee
revenues and cross-sell opportunities with its Trust and
Treasury Groups.

Strategic Focus Areas

BankCom's focus areas of business comprise a four-
point agenda aimed at countering the economic
headwinds and securing the growth uptrend that
shaped its first year as a universal bank.

Focus Area 1: Core-Business Income

BankCom considers building its core business income
as first and foremost. Responding to the continuing
scenario of abated movement of the economy due to
interest rate and inflationary pressure, the Bank will
maximize every opportunity where our strength lies.
This includes deepening the Bank's absorption into the
SMC ecosystem through well-thought out loans for
small- and medium-scale enterprises (SMEs), a thrust
that has resonated since the Bank's universal license
was approved by the Bangko Sentral ng Pilipinas (BSP).
BankCom plans to stay on course in its trajectory of
growth in its overall loan portfolio while keeping its
Non-Performing Loans ratio to within a healthy range.

Focus Area 2: Cross-Selling

As the economy pulls harder towards recovery,
BankCom believes that the banking needs of

its customers will expand and be felt at various
marketing touchpoints. To ride on this trend and
ensure visibility to its target market segments,
BankCom will fortify its core business with more
aggressive cross-selling of consumer loans, credit
card, trust services and other investment products.
This will be accomplished through extensive frontline
training and effective data science.

The systematic use of data science methodologies in
studying and predicting customer needs and behavior
patterns from both primary and surrogate data has

been in development by a high-level team consisting
of no less than the heads of branch banking,
consumer, credit card, transaction banking, corporate
banking, and business intelligence (information
technology side), under the guidance of SMC's Head
of Business Intelligence and Data Science.

Using the Recency-Frequency-Monetary data model,
the team has unearthed customers from within the
original affluent, emerging affluent, and mass market
categories which reveal the potential for advancing to
the next higher category(ies) when offered with the
appropriate product mix.

Focus Area 3: Information Technology

Outside of lending, major information technology
(IT) capital expenditure has remained the key for
the Bank to push digitalization in 2023. The Bank's
IT roadmap includes combining cash recycling with
a more robust ATM network, deploying automation
projects to make business units run more efficiently,
and building the infrastructure to expand stable
sources of fee revenue streams.

Through strategic innovation, BankCom will endeavor
to continually bring right-sized solutions to more
customers and with even greater efficiency. BankCom
continues to enhance its existing electronic banking
delivery channels such the BankCom [Personal]
mobile app, BankCom [Corporate], as well as roll

out up-to-date automated solutions for corporate
disbursements and collections.

Focus Area 4: Fee Revenues

BankCom is cognizant of the view that a continued
rise in interest rates alongside elevated inflation
makes it more urgent to accelerate fee-based
businesses. As such, BankCom will continue to
maintain a stable income stream derived from
transaction-based fee revenues.

Maintaining growth in fee revenues such as what

was experienced in 2022 will be managed through
keener sales focus on foreign exchange transactions,
generation of trade finance contingent liabilities, the
new investment banking business, trust fee expansion,
and continued improvement in consumer loan volume
and credit card billings.
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RETAIL PRODUCTS

+ Savings Account with Debit Card (Mastercard)

» Savings Account with Passbook

» Savings Account Plus

+ Checking Account

+ Complete Checking Account

« Executive Payroll Account

+ US Dollar Savings Account

» Euro Savings Account

* Yuan Savings Account

« Junior Smart Savers Savings Account

+ One Passbook Investment Account

+ Time Deposit

* One-Year Time Deposit

» Future Secure Time Deposit

+ US Dollar Time Deposit

* Euro Time Deposit

+ SSS Pension Account

- US Veterans Pension Savings Account (Peso and
Dollar)

» Payroll Savings Account

+ Philippine Retirement Authority (PRA) Savings
and Time Deposit Accounts (Peso and Dollar)

+ Cash Card (Mastercard)

+ Long-Term Negotiable Certificate of Time Deposit

« Corporate Savings Account

« Corporate Savings Account Plus

+ Corporate Checking Account

» Corporate Checking Account Plus with Corporate
Access Number

CORPORATE BANKING

+ Working Capital Loan

+ Term Loan

+ Capital Expenditure Financing

» Project Financing

+ Small Business Loan — Term Loan

+ Small Business Loan — Business Credit Line
» Foreign Currency Denominated Loan
+ Trade Financing

+ Letters of Credit

+ Export Packing Credit

+ Export Bills Purchase

+ Domestic Bills Purchase

CONSUMER LOANS

* Home Loan
+ Auto Loan
» Salary Loan

Bank of chmmerce 24
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CREDIT CARD

Bank of Commerce Mastercard
+ Classic

- Gold

+ Platinum

+ World

TRUST PRODUCTS AND SERVICES

Unit Investment Trust Funds (UITFs)*

» Diversity Money Market Fund

» Diversity Peso Bond Fund

» Diversity Dollar Bond Fund

» Diversity Dividend Focused Fund

*All UITFs can be enrolled in the Easy Investment
Plan (EIP) to regularly subscribe or invest.

Trust and Other Fiduciary Services

+ Personal Management Trust

+ Life Insurance Trust

+ Employee Benefit Trust

» Trust Under Indenture

+ Collateral Trust

- Special Purpose Trust / Other Institutional Trust
« Safekeeping

Investment Management Accounts
« Discretionary
+ Directional / Non-Discretionary

Other Agency Accounts

+ Facility / Loan Agency

* Escrow Agency

* Buyer and Seller Escrow
+ POEA Escrow

+ BIR Escrow

+ HLURB Escrow



» Source Code Escrow
+ Other Escrow Accounts

TREASURY PRODUCTS
+ Fixed Income Government Securities (Peso and
Dollar)
» Corporate Bonds
+ Foreign Exchange

TRANSACTION BANKING
Cash Management Solutions
+ BankCom PAY
+ cashPAY
+ directPAY
+ checkPAY
+ govPAY
+ BankCom COLLECT
* depositCOLLECT
+ directCOLLECT
+ BankCom CONNECT
+ BankCom [Business]
+ BankCom [Business] Direct

Digital Channels
« BankCom [Personal] - Retail Online
+ Banking (Web and Mobile App)
+ BancNet Point of Sale
+ Automated Teller Machines (ATMs)
+ Fintech / Card Solutions
» Cash Deposit Machine

Remittance Services
» SikapPinoy OFW Savings Account
« SikapPinoy Asenso Program
+ SikapPinoy Domestic Remit
+ Cash Pick up at RD Pawnshop
« SikapPinoy International Remit:
» Credit to Accounts with Bank of Commerce
+ Credit to Accounts with Other Philippine Banks
via PESONet
+ Credit to Accounts with Other Philippine Banks
via InstaPay
+ Credit to Mobile Wallets (GCash, Maya, Coins.ph,
GrabPay)
+ Cash Home Delivery
» Cash Pick-up Services via Bank of Commerce
Branches from International Remittance Partners*
» Cash Pick-up Services via Philippine Payout
Partners:
+ M Lhuillier
+ Cebuana Lhuillier
+ LBC Express
+ Palawan Pawnshop

+ RD Pawnshop
+ |-Pay Commerce Ventures Inc. (for Western
Union International Money Transfer)

« E-Government Payments of OFWs through

International Remittance Partners*:
« SSS Contributions / Loan Payments
» PhilHealth Contributions
+ Pag-IBIG Contributions / Loan Payments

* International Remittance Partners:

+ Al Ansari Exchange LLC (United Arab Emirates)

+ Arab National Bank - TeleMoney (Kingdom of
Saudi Arabia)

+ Bank AlJazira - Fawri (Kingdom of Saudi Arabia)

+ Bank AlBilad - Enjaz (Kingdom of Saudi Arabia)

+ Family Express (Canada)

+ Eastern & Allied Pty Ltd — HaiHa Money
Transfer (Australia)

+ MoneyGram (Global)

« Pacific Ace Forex HK Ltd (Hong Kong)

» Prabhu Money Transfer (Qatar)

+ TransFast (Global)

+ U Remit International Corp. (Canada)

+ Western Union (through I-Pay Commerce
Ventures, Inc.)

Trade Services
* Import

* Import Letter of Credit

+ Standby Letter of Credit (SBLC) / Bank
Guarantees

* Import Collections

« Documents Against Payment (DP)

+ Documents Against Acceptance (DA)

» Trust Receipt Loan

« Payment Abstract Secure (PAS6) Enroliment, and
Bureau of Customs Duties and Taxes payment

» Shipside Bond Guarantee

+ Airway Bill Endorsement

+ Foreign Exchange (FX) Purchase for Advance
Payment of Importation

+ Direct Remittance (DR)

+ Open Account (OA) Arrangement

Export

+ Export Bills for Collection

» Export Bills Purchased

+ Export Advances

+ Export LC Advising / Confirmation / Transfer

Domestic

+ Letter of Credit

+ Standby Letter of Credit / Bank Guarantees

* Negotiation of Domestic Letter of Credit

Supply Chain

+ Trade Finance Receivable
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PROFITABILITY 2022 2021
Total Net Interest Income 6.68 5.40
Total Non-Interest Income 1.43 0.83
Total Non-Interest Expense (5.47) (5.03)
Expense from Income Tax (0.67) (0.62)
Pre-Provision Profit 1.97 0.58
Provision for Credit and Impairment A7) 0.63
Losses

Net Income 1.80 1.21

SELECTED BALANCE SHEET DATA

Liquid Assets 20913 191.44
Gross Loans 105.54 75.45
Total Assets 217.52 199.71
Deposits 176.27 171.71
Total Equity 28.03 23.36

SELECTED RATIOS

Return on Equity 7.01% 6.01%
Return on Asset 0.86% 0.65%
CET 1 Capital Ratio (for UBs/KBs) 13.45% 15.35%
TIER 1 Capital Ratio (for UBs/KBs) 17.22% 20.66%
Capital Adequacy Ratio 1797% 21.57%

PER COMMON SHARE DATA

Net Income per share:

Basic 1.24 1.02
Diluted 1.03 0.93
Book Value 16.96 16.00
OTHERS
Cash Dividends Declared N/A N/A
Head Count 1,865 1,873
Officers 907 905
Staff 958 968

(Amounts in PHP billions, Except Ratios, Per Common Share & Head Count)

-
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Throughout 2022, the Bank delivered exceptional results which were a testament to

the collective efforts and collaboration of various groups within the organization. These

accomplishments encompassed gains in key areas such as revenue generation, asset growth,

and customer acquisition. Furthermore, employee well-being was prioritized as the Bank

continued to implement standard health and safety protocols and provide e-learning

opportunities for their career development.

Branch Banking Group

Branch Banking Group (BBG) oversees the Bank's
retail banking business and is considered as the
"nucleus” or core source of customers for the Bank's
other business units to drive programs for their
target markets. With a network of 140 branches, BBG
draws from the years of experience of its seasoned
leadership and expertise of its individual branch teams
to deliver a consistently satisfying and comprehensive
financial experience to the Bank's affluent ("Priority")
and emerging affluent (“Aspire") customers under the
BankCom Experience Program.

Despite a challenging year, BBG reached a double-
digit growth in low-cost deposits of 16% or PHP13.3
billion, and a 7% increase in high-cost deposits or
PHP4.7 billion. The growth brought the Bank's total
deposits to PHP176.2 billion by the end of 2022.

As physical and mobility restrictions eased, BBG
launched tactical customer acquisition campaigns

not only in Metro Manila but also in key cities across

the country, including client presentations with key
members of the Senior Executive Team. Highlights

of these campaigns were a roadshow and economic
forum that supported the Bank's key fund-raising
activities, both capital and bonds, working together
with Treasury Management Group (TMG), Trust Services
Group (TSG), and Investment Banking Group (IBG).

To deliver on its key result areas, among which is cross-
selling, BBG rolled out a "Star Look" development
program for branches and individual branch
employees which was supported by capacity building
through familiarization with the products of partner
business units, certifications for treasury and trust
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services, compliance awareness, and service quality
clinics, among others.

With effective collaboration with Credit Cards Group
(CCG), Consumer Group (CG), Trust Services Group
(TSG), TMG, and Transaction Banking Group (TBG),
BBG referred new credit card holders, raised consumer
loans (Auto Loan and Home Loan), Trust Referral
Income, and FOREX income. Likewise, BBG continued
to promote enrollment to BankCom [Personal] and
BankCom [Business] among its customers.

Riding on its formula for achieving these key
financial results, BBG has placed the following in its
immediate horizon:

1. Keener promotion of the BankCom Experience
Program

Introduction of new deposit products
Technology enhancement
Continuous training and development

o K W

Heightened activity in marketing the
BankCom brand

6. Completion and piloting of the "branch of
tomorrow" design

Corporate Banking Group

Corporate Banking Group (CBG) grew its assets by a
remarkable 47.2%, from PHP63.6 billion in 2021 to PHP
93.6 billion in 2022 or an increase of PHP30.0 billion,
even while the economy was in a recovery phase due
to the effects of the pandemic. Following the same
trajectory, loan volume on an average daily balance
(ADB) basis rose by 47.5% by the end of 2022. The bulk
of this growth came from major deals with highly rated,
credit-worthy companies in public infrastructure and
real estate, power and renewable energy, engineering
and construction, and information technology and
telecommunications industries.

The growth in loan volume and fees brought net
interest income to PHP1.3 billion in 2022. Non-interest
income was also a source of strong performance as
CBG booked a total of PHP154 million - almost four (4)
times its fee income of PHP40 million in 2021.

Consumer Group

Consumer Group (Consumer) continued with its
uptrend in operational results with a strong follow
through to the recovery that started in 2021. While
the country was still in the midst of the pandemic
related challenges, the 2022 performance reflected
better year-end balances than projected for the
year, with improved net interest margins at PHP354
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million, higher fees generated at PHP40.4 million,
and reversals in provisions at PHP93.6 million due to
improved delinquency levels. Profit after provisions
stood at PHP330.1 million.

A key attribute of the performance in 2022 was a
strict adherence to an approved risk appetite for
lending. Consumer Group focused on credit-granting
parameters that identified the desirable borrowers
and which were closely reviewed and calibrated
according to the prevailing market conditions.

This provided the anchor to the 2022 results. The
total consumer loans portfolio not only grew but

the composition shifted to a higher percentage of
performing loans and lower delinquency levels. The
improvement in delinquent accounts was brought
about by a combination of more efficient collections
and timely remedial activities. As a result, non-
performing loan ratios were significantly better at the
end of 2022 compared to 2021.

The Group's strategy has enabled the Bank's
consumer lending business to remain resilient in the
face of global economic headwinds. While Consumer
Group sees 2023 with optimism, it remains watchful of
the market conditions as it targets to deliver growth
while maintaining the quality of its portfolio.

Credit Card Group

The Credit Card Group (CCG) exceeded its 2021
income levels with the full recovery in the cards
business in 2022. Credit card billings hit the PHP4
billion mark, closing the year with a total of PHP4.2
billion in credit card billings consisting of both local
and international spend. Likewise, total credit card
revenues exceeded PHP300 million. These figures



have been the highest so far, reflecting customers'
regained confidence in consumer spending, their
more pronounced online and digital transaction
lifestyle, and of course, the resurgence of travel.

The Bank through CCG also saw higher activity with
its Debit Card, posting more than PHP2.2 billion

in retail billings, or 24% higher than its 2021 level.
Revenues generated from transaction fees reached
PHP11.5 million or an increase of 22% over the
previous year. This remarkable performance reflected
cardholders' readiness and increasing acceptance of
it as an innovative, alternative mode of payment. It
demonstrated the positive and improved direction
of Debit Card usage supported by the awareness
and adoption of marketing campaigns that CCG
launched in 2022 through various channels including
social media.

With a seasoned and adaptive team, a constant
focus on the customer, and the overall confidence
of cardholders, CCG has set plans to further develop
strong campaigns while retaining prudent risk
controls, customer focus and satisfaction.

Treasury Management Group

Treasury Management Group (Treasury) broke records
in fixed income, foreign exchange (FX) distribution,
and liquidity management in spite of the demanding
environment that struggled to come out of the
dampening effects of the pandemic on one hand,

as well as inflationary forces created by aggressive
interest rate hikes of central banks notably the
Federal Reserve of the United States and BSP.

Fixed Income

Treasury's cautious approach to purchasing fixed
income securities and lodging them in the Bank's
Held-to-Collect (HTC) portfolio, coupled with
prudence in position sizing, discipline in trading,
and diligence in reading the market, enabled it to
manage losses to a relatively low level at -PHP29.2
million. All in all, its security holdings, mostly in HTC
portfolio, generated PHP1.7 billion in total interest
income. In terms of volume, Treasury through its
Marketing and Sales team moved a total of PHP29
billion in securities, or a massive 1,368% increase
versus the previous year, in line with the Bank's
investment banking offerings in 2022.

The Bank's successful maiden bond issuance, which
Treasury spearheaded, became the year's highlight
as it raised an aggregate amount of PHP7.5 billion

after closing the book on just the second day of

the offer at more than three times the initially
announced minimum issue size of PHP3 billion. The
two year Series A Bonds, which was competitively
priced at a coupon rate of 5.0263% per annum due
2024, was met with strong demand and swift traction
by both institutional and retail investors, such that
the Bank reached PHP10.9 billion of orders shortly
before deciding to conclude the offering period.

The overwhelming response underscored the
market's confidence in BankCom's performance, its
creditworthiness, and growth potential as a publicly-
listed company and an affiliate of SMC, one of the
Philippines' largest and diversified conglomerates.
Proceeds from this issuance were intended to enable
the Bank to match long-term assets with long-term
funding to reduce the Bank's interest rate risk, and to
provide stability through diversified funding sources
in propelling loan growth in the corporate, SME and
retail sectors.

As bond yields trend upwards, Treasury continues to
work on gaining access to the bond futures market
to seize more profitable opportunities. A new system,
Fusion Opics, was procured for this purpose.

FX Distribution

Treasury duplicated its feat with a record-breaking
211% increase in FX gains from PHP48.4 million in 2021
to PHP150 million in 2022. This was achieved through
an expanded FX sales team and a pricing strategy that
closely supported clients' needs.

Liquidity Management

At its core, Treasury through its Liquidity and Asset-
Liability Management team delivered on its goal

of securing funding at optimal rates to keep the
Bank's deposit costs at bay at 0.59%, albeit 18 bps
more than in 2021, and achieve a remarkable 41%
expansion in loans, or PHP30.7 billion increase year-
on-year, and 19% growth in investment securities, or
PHP9.43 billion year-on-year. This was achieved by
strategically matching assets and liabilities to the
extent possible.

This, in spite of unprecedented challenges
characterized by sharp interest rate hikes of central
banks and elevated market volatility, after more than
a decade of abundant liquidity and relative stability in
the market.

The efficiency and reduced risk of Treasury's approach
to liquidity management enabled the Bank to surpass
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its targeted net interest margin / net interest income
for the year without exposure to undue risks from the
interest rate volatility, which largely contributed to
achieving a record-high net income in 2022.

Trust Services Group

BankCom landed a stronger contender on trust
business as the Bank rose to 9th place from 10th in
the industry in terms of Assets Under Management
(AUM). TSG grew AUM by an impressive 12% year-
on-year, reaching a total of PHP70.3 billion. The
combination of TSG's decisiveness, synergy with BBG,
and strong support from SMC unlocked numerous
opportunities for clients to seek BankCom's trust
products and services.

BankCom's Investment Management Account
likewise completed a banner year, growing AUM by
12.97% year-on-year to PHP66 billion. Other Fiduciary
Accounts AUM also yielded double-digit growth at
22.9% and ended the year at PHP1.2 billion.

With its sights set on achieving a 20% compounded
annual growth rate (CAGR) increase in both AUM
and revenues by 2023, TSG has rolled out initiatives
to create value for clients and key stakeholders by
providing employees, suppliers, distributors, and
consumers with well-thought-out programs to
protect and grow their savings through prudent and
informed investing.

Transaction Banking Group

Transaction Banking Group (TBG) runs four
businesses, namely, Cash Management, Trade,
Remittance, and Digital Channels. Transaction flows
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which either originate or are fulfilled by these units
generate revenue for the Bank in the form of interest
income and fee / non-interest income.

In 2022, TBG brought in a total of PHP1.407 billion

in revenues, consisting of PHP1.117 billion in interest
income from TBG deals, and PHP289.6 million in fee
income. Compared to the previous year, interest
income grew by 3.81%. Among the four units, cash
management continued to lead TBG's interest income
at 77%, followed by digital channels at 22%. These
were derived from transaction flows of PHP39.5
billion generated by cash management's payment
and collection solutions, and PHP11.6 billion worth

of fund transfer, bills payments and other financial
transactions that went through BankCom [Personall,
ATMs, point-of-sale and retail transaction channels
managed by the group.

Similarly, TBG saw its fee income rise by 44.8% versus
2021, contributed mostly by trade finance (44%), digital
channels (35%) and remittance (19%). Issuances of
standby letters of credit (SBLCs) was one of its more
widely-recognized trade business activities. SBLCs
were issued to sellers of goods, on behalf of the Bank's
clients, who bought the goods for their operations.

It was a stellar year for the BankCom's trade finance
business as its trade fee income grew by 753% from
2019 to 2022. Likewise, its trade-related contingent
liabilities reached PHP19.9 billion in average daily
balance (ADB), or six times its 2019 level of PHP2.7
billion. The remarkable growth mirrored the revival of
activity in trade as BankCom's issuance throughput
accelerated by more than 20 times from PHP3.4

billion issued in 2019—the year its trade finance unit
was established—to PHP70 billion in 2022. It also
demonstrated the strong partnership of BankCom and
SMC in supporting the operational requirements and
exigencies of trade-heavy businesses.

BankCom's remittance business, through its
SikapPinoy Debit Card and SikapPinoy Asenso
program, made notable strides versus industry growth
rates in 2022. While Philippine inward remittances
grew by 5.76% in December 2022 versus the same
period the previous year, BankCom's growth was at
23%. On a full-year basis, BankCom processed 12%
more in inward remittances in 2022 compared to the
previous year, whereas the total industry was at 3.6%.
The key drivers of growth in 2022 were remittances
from the Middle East, accounting for over 60% of the
business, and remittances through digital channels
which grew exponentially by over 600%.



Investment Banking Group

Established in March 2022 following the approval

of the Bangko Sentral ng Pilipinas' of the upgrade
of the Bank's status from a commercial to a
universal bank, the Investment Banking Group
thrusted forward to a remarkable start, generating
PHP110 million in revenues from selling fees and
underwriting fees within only six months. Most of the
transaction volume to date comes from selling and
underwriting publicly registered securities. These
include the PHP40 billion corporate bonds issuance
of SMC Global Power in July last year, and San Miguel
Corporation's own corporate bonds issuance worth
PHP60 billion in December last year, the largest
corporate debt issuance in the Philippine bond
market to date.

The warm reception and overwhelming demand
for IBG's investment offerings from the extensive
existing client networks of the Branch Banking
Group, Treasury Management Group, and

Trust Services Group were crucial to the Bank's
outstanding performance in investment banking
in 2022. With a highly experienced team, structural
policies in place, membership in the Investment
House Association of the Philippines, and the
required securities underwriting licenses, IBG is
poised to deliver on its pipeline deals, from debt
arrangement for clients in IT services and in large-
scale infrastructure projects such as elevated
tollways and commuter railways, to capital markets
and financial advisory transactions through 2023.

Support Initiatives

Digital Services Group

In 2022, the Digital Services Group (DSG) made
significant strides in strengthening and modernizing the
Bank's IT systems and processes, with a strong focus on
digitalization. The primary goals of DSG were to ensure
compliance with regulations, support business growth
initiatives, and enhance operational efficiencies.

Throughout the year, DSG remained dedicated to
maintaining a robust IT security posture that kept
pace with the evolving risks and changes in internal
operations, external clients, market trends, and
industry practices. DSG also crafted plans to stay

at the forefront of technology, while continuously
evolving to meet the needs of the Bank's customers in
the ever-changing banking landscape.

Human Resource Management

and Development Division

The Bank's Human Resource Management and
Development Division (HRMDD) led key initiatives
in 2022 in the areas of recruitment, executive
learning and mandatory training, organizational
development, occupational safety and health, and
regulatory activities.

As unprecedented manpower movements were
felt within the industry, HRMDD diversified its hiring
strategies to address the Bank's requirements.
HRMDD launched an employee referral program,
participated in online job fairs with prestigious
universities, and maximized well-established online
professional communities and search facilities.
HRMDD's social media campaigns through the Bank's
Facebook page were consistently the top posts.
These campaigns were also posted on the Bank's
website as well as SMC's Facebook page.

Responding to the spread of the Omicron variant
of COVID-19 in the early part of the year, HRMDD
ensured that standard health and safety protocols
were observed in the workplace. The Omicron risk
did not deter its efforts in advancing employees’
skills and fulfilling its Learning and Development
objectives. Throughout the year, HRMDD enabled
employees through the Bank's proprietary
E-Learning online facility to attend anti-money
laundering, information security risk, business
continuity, financial consumer protection, and data
privacy training programs which the BSP requires.
HRMDD also partnered with Branch Banking Group
to conduct specialized programs through online
facilities such as Zoom and Microsoft Teams. These
provided essential training on Bank operating
policies, regulations and customer requirements.

Aside from in-house training, HRMDD also brought
external training to the Bank's officers, such as in
the areas of operations, compliance and all other
relevant areas of knowledge in Banking through
the Bank Administration Institute of the Philippines
(BAIPHIL). HRMDD also arranged leadership programs
for them, and organized a special program for
selected members of the Senior Executive Team to
attend and complete the Executive Management
and Development Program of the Asian Institute of
Management through the auspices of San Miguel
Corporation's Corporate Human Resources (SMC
Corporate HR). Besides skills training, HRMDD also
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rolled out an online program targeting employees’
mental wellness, dubbed "Mindfulness Talks".

As the Bank advanced to become a universal bank,
HRMDD remained a steady partner to both business
and support units in ensuring that their team
members were aligned with their evolving roles and
functions. HRMDD undertook a major review of job
content and roles within certain units, and involved
one of the highly-regarded job evaluation consultants
in the process.

Halfway through the year, the Bank engaged Willis
Towers Watson (WTW) for a salary review to ensure
that its employee compensation and benefits
package remained generally competitive. Likewise,
HRMDD continued to keep relations with the
Employee Union strong through periodic monthly
meetings with HR Leaders. As of the end of the
year, no outstanding employee grievance was
reported. This favorable outcome was replicated
by the satisfactory results of government-related
compliance, one of which was the inspection which
the Department of Labor and Employment (DOLE)
conducted in branches during the entire year.
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Another was on Occupational Safety and Health in the
fourth quarter, for which the Bank received awards
based on the requirements it submitted through
HRMDD for the Safety Milestone Program of SMC.

Building employee engagement was achieved
alongside internal policies on gatherings and health
safety protocols. HRMDD advocated for Christmas
celebrations among branches and head office
departments to be allowed in small groups. To have
a unified celebration, HRMDD also organized a
Christmas raffle and online engagement contests
through official social media and e-mail platforms.

Towards the end of the year, the Bank had its very first
Data Privacy audit conducted by the Data Privacy
Commission. HRMDD was one of the Bank units that
participated in this exercise. There were no unresolved
adverse findings resulting from this exercise.

Overall, the workforce environment remained
challenged by the continued effects of COVID 19 to
employees' well-being and behavior but HRMDD was
resolute in providing support to the Bank's business
and organizational goals.



he Bank not only prioritizes its financial

performance, but also focuses on making

meaningful contributions to the development
of the nation and welfare of the larger society.
The Bank's Corporate Social Responsibility (CSR)
efforts are geared toward fulfilling its long-standing
commitment to community development, promoting
financial literacy, and championing volunteer work.
All these initiatives are also made possible by the firm
commitment shown by highly regarded corporate
partners and non-governmental organizations in
rendering initial assistance, as well as sustaining the
efforts that had been started in the communities.

From organizing relief operations to expanding the
delivery of essential services, the Bank's CSR initiatives
reflected its dedication to active community
participation with the aim of uplifting the lives of the
people it serves. Past activities include:

2022 Meal-packing Event with International

Care Ministries (ICM).

With volunteers finishing to pack 75 boxes in just two
hours, this was one of the most highly energized and
inspired CSR initiatives that exceeded attendance
expectations. Employee donations reached a total of
P106,900.00. This activity resulted in fewer families
going hungry during the Christmas season and during
the course of the Transform and Family Academy
programs with our partners International Care
Ministries and Rise Against Hunger Philippines.

"“Stop Hunger Now!". BankCom employees were
encouraged to support the call for donations to
help Filipino families rise above extreme poverty
and malnutrition.

mVa by
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Better World Tondo Food-feeding Day. In support of
SMFI's community center Better World Tondo (BWT),
BankCom held an early Christmas Party for more than
60 beneficiary kids with games, food, and gifts. BWT

is a center for learning and livelihood for families in
Manila and a food bank which plans to serve at least
one million meals each year to children in Tondo, Manila
for the next 10 years. BankCom employees volunteered
to set up the venue with Christmas decorations using
recycled materials. They also cooked and served lunch
meals, conducted a wide range of relay and parlor
games, and distributed gift packs with assorted SMC
food products. The gathering was the first post-
pandemic event that gave the kids the chance to
experience a Christmas party and engage in friendly
competition with exciting prizes.

Awesome Pawsome Day with Team Malasakit and
Animal Kingdom Foundation. From tree-planting to
animal welfare, BankCom supported malasakit for nature
initiatives as employees joined SMFI's CSR activity called
Awesome Pawsome Day. In partnership with Animal
Kingdom Foundation (AKF), BankCom volunteers from
Trust Services Group and Human Resource Management
and Development Division visited the Animal Kingdom
Center in Capas, Tarlac to conduct feeding, cleaning,
bathing, and dog socialization activities. The two-hectare
property devoted to animal rescue and rehabilitation has
17 kennels with 20 to 25 dogs per each kennel. AKF is a
non-profit organization devoted to eliminating cruel and
abusive practices against animals. SMFl is AKF's partner
organization in the retrieval, rehabilitation, and rehoming
of more than hundreds of abandoned dogs and cats in
Taliptip, Bulakan, Bulacan. BankCom also implemented

a successful four part Financial Literacy Program with
relocatees and local residents from the same area.
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Masungi Georeserve Tree-Planting Activity. This was
part of our "malasakit” for nature initiatives targeting
the Masungi Georeserve at the Upper Marikina River
Basin Protected Landscape. With a combined total

of 102 planted seedlings varying from species acacia
mangium, narra, maraluhat, ipil-ipil, and mango sinora,
BankCom employees contributed to the reforestation
efforts of Masungi Georeserve.

<



CSR Day in Leyte. Eastern Visayas Area's Ormoc

and Tacloban Branches collaborated on diverse CSR
malasakit programs benefiting the town of Brgy. Buho,
Tabango, Leyte. In collaboration with the Kiwanis Club
of Geo, Ormoc (KCGO) and Kiwanis Club of Sulhog,
Tacloban (KCST), branch officers and staff with third-

party service providers, headed by Ormoc and Tacloban

Branch Managers and KCGO President, led in providing
assistance to hundreds of families through the
distribution of slippers, handing out of school supplies
and hygiene kits, food-feeding and giving out of fruits,
and donating of cash gifts to the youth.

2022 International Coastal Cleanup. BankCom joined
local and international volunteers at the Manila Bay
coastline during the International Coastal Cleanup Day
on September 17, 2022. Bank volunteers gathered at the
Las Pinas- Parafiaque Critical Habitat and Ecotourism
Area (LPPCHEA) or Las Pinas- Paranaque Wetland Park
together with SMFI and SMC subsidiaries and affiliates
to be part of this global movement. The volunteers
contributed to minimizing the massive amount of
pollution in the Manila Bay area. With their participation,
SMC managed to collect 14,500 kilograms of trash
nationwide, together with 1,200 SMC volunteers in
other locations. The documented and segregated trash
collected by every volunteer would help to identify ways
and means to eliminate ocean trash. This CSR activity
was organized by the Department of Environment and
Natural Resources (DENR).

BankCom Financial Literacy Program in Bulacan.
BankCom's Consumer Protection Department held
its Financial Literacy (FinLit) Program at Barangay
Taliptip in the municipality of Bulakan, Bulacan
province. The BankCom FinLit program focused on
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the concept of savings through various bank products,
the factors to consider before borrowing money, and
the importance of online banking. Besides the main
learning session, a set of games was conducted to
determine the participants' understanding of the
lessons and its practical application to their day-to-
day financial requirements. The FinLit Program was
designed to provide guidance on the financial goals
of the fishing communities which had ventured into
sustainable mushroom farming in line with the CSR
program of San Miguel Aerocity, Inc. (SMAI) within the
scope of the Aerocity development.

Masungi Georeserve Scholarship Program.
Recognizing the need of the education sector to
continue with their operations despite the pandemic,
the Bank partnered with Masungi Georeserve to
initiate a scholarship program for select students

in nearby schools in Baras, Rizal. The Bank provided
financial support and organized a donation among
employees to collect cash or in-kind donations for the
purchase of school items for student beneficiaries.

2022 ANNUAL REPORT 23



24

ank of Commerce (BankCom), a universal
bank, is one with the Bangko Sentral ng
Pilipinas (BSP) in recognizing the critical role
the financial industry plays in pursuing sustainable
and resilient growth for Filipinos under the Philippine
Development Plan. Under this plan, the National
Government, in collaborative partnership with
the private sector, media, the academe, global
development partners, civil society organizations,
and policy- and decision-makers, work together to
transition the country towards the achievement of
the 17 United Nations (UN) Sustainable Development
Goals (SDGs). These SDGs are:
No Poverty
Zero Hunger
Good Health & Well-Being
Quality Education
Gender Equality
Clean Water and Sanitation
Affordable and Clean Energy
Decent Work and Economic Growth
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15. Life on Land
16. Peace, Justice and Strong Institutions
17. Partnership for the Goals

Environmentally and socially responsible business
decisions are key to making this growth happen. In
2016, the Securities and Exchange Commission (SEC)
released the Code of Corporate Governance for
Publicly-Listed Companies. Besides the expansion of
corporate purpose, the Code promoted stakeholder
governance and introduced sustainability reporting

in the governance framework of the said companies.
Sustainability reporting became mandatory in February
2019, when SEC released Memorandum Circular No. 4,
series of 2019 on "Sustainability Reporting Guidelines
for Publicly-Listed Companies.”" The SEC Circular
specified the procedure for sustainability reporting in
the Philippines and required publicly-listed companies
to submit a sustainability report as part of their annual
report each year thereafter.

For its part, the Monetary Board issued its
Resolution No. 415 in 2020 which approved the
sustainable finance policy framework that set out
the expectations of the Bangko Sentral ng Pilipinas
(BSP) on the integration of sustainability principles,
including those covering environmental and social



(E&S) risk areas, in the corporate governance and risk
management frameworks as well as in the strategic
objectives and operations of banks. This gave birth

to BSP Circular No. 1085, issued in 2020, dubbed the
"Sustainable Finance Framework," which required BSP-
supervised financial institutions (BSFIs) to integrate
sustainability principles and develop an environmental
and social risk management system (ESRMS)
consistent with their size, risk profile, and complexity
of operations.

Since 2020, the BSP has been laying down the
foundation and structure for banks under its
supervision to formulate and roll out a transition plan
to adopt an environmental, social and governance
(ESG) and sustainability framework appropriate

to each institution’s structure and complexity of
operations. BSP Circular No. 1128 on "Environmental
and Social Risk Management Framework" was issued
in 2021 and prescribed guidelines on integrating
E&S risks in the enterprise-wide risk management
frameworks of banks.

A. Sustainability Strategic Objectives
BankCom recognizes the opportunity to create
positive economic, environmental, and social
impacts as a universal bank. The Bank also
acknowledges the potential risks and negative
impacts of its own operations.

To this end, the Bank shall:

+ commit to introduce more innovative solutions for a
seamless customer experience in order to provide a
better and more inclusive banking experience for our
clients, while strengthening our engagement with
partners, employees, and all our other stakeholders;

« continue to leverage on its digital transformation
initiatives to model a sustainability path that is driven
by investments in people, technology, and products.

Guided by its core values, BankCom shall embed ESG
principles by:

« Establishing policies, standards, guidelines,
procedures and a roadmap to support the Bank's
commitment to sustainable development;

+ Developing and implementing risk measurement
tools and systems that shall help the Bank in ESG-
related decision making;

* Incorporating a governance structure to drive ESG
in the organization;

« Providing products and services which integrate
ESG criteria;

+ Building internal capability of employees to
promote a culture that fosters environmentally and
socially responsible business decisions throughout
support units and operations;

+ Communicating our sustainability efforts and
initiatives with transparency and consistency across
all channels.

In the context of the UN SDGs, BankCom's ESG agenda touches on 10 out of the 17. These are the following:

Quality
Education

Zero Hunger

Gender
Equality

Decent Work and
Economic Growth

Clean Water
and Sanitation

Industry, Sustainable Responsible Life on Land Peace, Justice
Innovation and Cities and Consumption and Strong
Infrastructure Communities and Production Institutions

BankCom will conceptualize projects and activities to achieve its ESG agenda vis-a-vis these SDGs. The

evaluation and prioritization of these projects shall be based on how they address particular SDGs in terms

of, but not limited to, promoting responsible products and circular economies; enabling systems which are

innovative, responsible and inclusive; and supporting customers' transition towards sustainability.
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B. Risk Appetite for ESG

Every year or as may be required, the Bank formulates
its Risk Appetite Statement to guide the decision-
making on various transactions of the Bank.

For each type of risk—credit, market, liquidity,
operational, information technology—a dashboard
showing the current risk exposure against approved
limits or risk appetite is presented to the Board Risk
Oversight Committee (BROC) and the Board of
Directors (BOD). Any mandates or directives from
the BROC or the BOD are further tackled by the
responsible Risk Management unit with the affected
business or support unit. The outcome of these
discussions may be further escalated to the Senior

Executive Team (SET) if certain decisions are required.

ESG focuses on two types of E&S risk, i.e., physical risk and
transition risk. Physical risk refers to the potential loss or
damage to tangible assets arising from climate change
and/or other weather-related conditions such as floods,
typhoons, droughts, earthquakes, extreme weather
variability and rising sea levels. The Bank's Risk Appetite
Statement on physical risk is constructed as follows:

Physical Risk

+ Impact of physical risk shall be considered in
the overall assessment of a counterparty. A
commentary section or sensitivity analysis around
the location of operations and/or collateral shall
be included in the account officer’s evaluation.

+ On disasters, the Bank has a low physical risk
appetite, which means it aims to minimize
physical risks to its business operations, assets,
and employees. The Bank prioritizes safety and
security measures to protect against natural
disasters, physical damage, theft, and other
physical risks that could disrupt its operations or
harm its people. Residual financial impact shall
be managed by business continuity plans and by
transferring risk (ex. Insurance), where feasible.

Transition risk, on the other hand, refers to the
potential economic adjustment cost resulting from
policy, legal, technology and market changes to

meet climate change mitigation and adaptation
requirements. The Bank's Risk Appetite Statement on
transition risk is stated as follows:

Transition Risk
+ Exposures shall be aligned with identified transition
risks. Additional due diligence will be required for
industries and companies with E&S risks:
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* Environmental permits and/or certificates
("ECC") for relevant industries (e.g., Mining and
Power sectors);

* Awareness on possible changes to regulations,
technology, or market conditions and estimated
potential impact to loan repayment.

C. Overview of The Bank's Environmental and
Social Risk Management System (ESRMS)
The ESRMS, in a nutshell, pertains to the combination
of policies, procedures and tools that the Bank utilizes

in order to identify, assess, monitor and mitigate
exposures to E&S risks. The ESRMS ensures that

the risk of financial loss, a weakened reputation, or
diminution of stakeholder value stemming from the
impact of major environmentally and socially-related
incidents and national or global developments is
adequately mitigated. Above and beyond the call
of duty to environmental stewardship, BankCom
stands by its fundamental fiduciary responsibility to
its depositors and investors to protect their assets
against these risks.

The Bank's ESRMS aligns with its existing enterprise risk
management framework. The ESRMS is composed of 1)
Board and senior management oversight, 2) processes,
policies and procedures, 3) monitoring and management
information system, and 4) internal controls and audit.

1. Board and Senior Management Oversight
Institutionalizing the Bank's ESG and Sustainability
Framework and Policy involves the Board of Directors,
Senior Management, and all BankCom employees
identified with ESG-linked functions.

1.1. BankCom Full Board - determines the overall ESG
direction, implementation, and strategies of the
Bank. The Board of Directors shall:

111, Institutionalize the adoption of sustainability
principles, including those covering
Environmental and Social (E&S) risk areas in
the Bank, by incorporating the same in the
corporate governance and risk management
frameworks as well as in the Bank's strategic
objectives and operations, risk strategy, risk
appetite and risk management policies and
procedure. Moreover, the Board shall:

« Set strategic E&S objectives covering short,
medium, and long-term horizons;

+ Approve the risk appetite on specific risk
areas that the Bank is willing and capable to
manage, results of stress testing exercises,



and assessment of the timing and channels
through which E&S risks may materialize; and

» Ensure that material E&S risks are
considered in the Internal Capital Adequacy
Assessment Process (ICAAP) or internal
capital planning process.

11.2. Promote a culture that fosters environmentally
and socially responsible business decisions.
The Board of Directors shall ensure that
sustainability implications are considered in the
overall decision-making process;

1.1.3. Approve the Bank's ESRMS that is commensurate
with the Bank's size, nature, and complexity of
operations and oversee its implementation.

The Board of Directors shall ensure that the
ESRMS is aligned with internationally recognized
principles, standards and global practices

and forms part of the enterprise-wide risk
management (ERM) system;

11.4. Ensure that sustainability objectives and
policies are clearly communicated across the
institution, and to its investors, clients, and
other stakeholders;

11.5. Adopt an effective organizational structure to
ensure attainment and continuing relevance of
the Bank's sustainability objectives. The Board
of Directors or the designated board-level or
management committee shall monitor the bank's
progress in attaining sustainability objectives;

1.1.6. Monitor the progress of the Bank in meetings its
E&S strategic objectives and targets and ensure
that issues in meeting the same are addressed;

1.1.7. Institutionalize a capacity building program
for the Board of Directors, all levels of
management, and personnel to equip the
Bank in identifying, measuring, monitoring, and
controlling E&S risks. The Board of Directors
shall likewise ensure that key personnel shall
possess adequate knowledge, skills, and
expertise necessary to perform their work;

1.1.8. Ensure that adequate resources are available to
attain the Bank's sustainability objectives. The
Board of Directors shall ensure that the members
of the board, senior management and personnel
are regularly apprised of the developments on
sustainability standards and practices;

11.9. Adopt an effective communication strategy to
inform both internal and external stakeholders
of the Bank's E&S strategic objectives and
targets; and

1110. Ensure that the sustainability agenda is integrated
in the Bank's performance appraisal system.

1.2. Corporate Governance Committee — Board

oversight for ESG is delegated to the Corporate
Governance Committee (CGCOM), a Board-level
committee. The CGCOM shall:

1.2.1. Assist the board via its oversight role and
responsibilities on ESG topics and issues of the
Bank and shall monitor the Bank's progress in
attaining sustainability objectives;

1.2.2. Oversees the integration of Environmental,
Social and Governance (ESG) principles in its
corporate governance framework, strategies
and operations through the establishment of
organization structure(s) that play critical roles in
ensuring that its sustainability objectives remain
relevant to its business. The Committee shall
likewise oversee the reporting and disclosure of
relevant ESG information on compliance with
existing regulation and ethical responsibility to
its stakeholders and ensure that appropriate
monitoring systems are in place with regard to the
deployment and use of ESG-related products.

1.3. Board Risk Oversight Committee -The Board

Risk Oversight Committee (BROC), a Board-level
committee, shall provide oversight on the Bank's
adherence to the risk appetite statement, risk
policy, and risk limits related to ESG.

1.4. Senior Executive Team - shall be responsible

for the overall implementation of the board-
approved strategies and policies in relation to the
sustainability objectives of the Bank. It shall:

1.4.1. Assess on a periodic basis the effectiveness of
implementation and continuing relevance of
said policies considering the developments in
the business environment;

1.4.2. Facilitate the identification, assessment,
monitoring and mitigation of E&S risks. It shall
ensure that the Bank takes a holistic approach in
managing these risks aligned with the strategic
objectives set by the Board of Directors;
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1.4.3. Ensure that Bank activities are aligned with the
overall E&S strategic objectives and targets;
1.4.4. Ensure adoption of methodologies and tools
that will effectively identify, quantify/measure,
monitor and control E&S risks;
1.4.5. Ensure that policies, procedures, and processes
are clearly and effectively communicated
across the organization;
1.4.6. Assess consistency of operations and
performance of personnel with the Bank's
sustainability objectives; and

1.4.7. Apprise the Board of Directors and/or relevant
management committee, on a regular basis,
on the Bank's exposure to E&S risks, which
shall include potential issues associated with
both internal and external activities of the
Bank and the activities of its clients that may
have material impact on the Bank's portfolio or
reputation. Moreover, the senior management
shall report its progress in implementing the
Bank's sustainability policies and ESRMS.

1.5. ESG Technical Working Group - shall execute
the approved direction and strategies as well as
develop and implement tactical plans to achieve
objectives through the functional teams.

1.6. Audit and Compliance Teams - shall incorporate

in their respective programs the assessment of

adherence to policies related to the management
of E&S risks and evaluation of the robustness

and continuing relevance of said policies. The

internal audit function shall also review the

Bank's adherence to international sustainability

standards and principles as well as relevant laws

and regulations.

2. Processes, Policies and Procedures

Details of processes, policies, and procedures are
incorporated in separate manuals of the Bank
depending on the activity where an environmental

and social (E&S) component is included. For example,
E&S related controls pertaining to credit assessments
are to be included in the Bank's Credit Policy Manual

or in the relevant operating policies and procedures
manuals (OPPMs). The individual manuals are to contain
the roles and responsibilities of the front, middle, and
back office. The processes indicated in the policies and
procedures are to specify controls to identify, assess (or
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measure), control, monitor and report ESG-related risks.
These risk management processes are applicable to the
credit and operational risk management system.

Identify
E&S risks will cover both physical and
transition risks. E&S risks shall be included

=Lt

in the Bank's risk appetite statements.

Assess

Policies and procedures shall be

periodically assessed considering

developments in the business

environment. E&S risks shall be included
in the Bank's Risk and Control Self-Assessment (RCSA)
and Business Impact Analysis (BIA) Process. Credit Risk
exposures shall also be evaluated to ensure that risks
are adequately measured and managed. Other risk
assessment tools and processes, such as stress testing,
may be applied to E&S risks, when appropriate.

Control

Specific policies related to ESG shall be

——N
A incorporated in the relevant manuals
—

and OPPMs. These policies will specify

the controls, limits, approval authorities
which Bank personnel should comply with. It shall
also specify requirements to evaluate customers and
vendors/ suppliers of the Bank with regard to ESG.

Controls to educate and train customers,
stakeholders, as well as relevant employees will be
developed to ensure that ESG principles of the Bank
are understood and followed. Activities to support
the Bank's ESG principles shall also be considered in
the employee's appraisal.

Monitor

Activities are included as a separate
part of the ESRMS, under Monitoring
and Management Information System.

Report
Reporting activities include escalation
and notation of potential or actual ESG

issues to relevant Management and
Board committees. Updates to such
issues shall be presented on a regular basis.

ESG activities are also reported to third parties
such as customers, stakeholders, and regulators.
Disclosure requirements and other information
relevant to stakeholders shall be included in the



Bank's annual report. The disclosure shall contain
the following:
« Sustainability strategic objectives and risk appetite;
+ Overview of E&S risk management system;
+ Products/services aligned with internationally
recognized sustainability standards and practices;
+ Breakdown of E&S risk exposures of the Bank per
industry or sector;
+ Information on existing and emerging E&S risks
and their impact on the Bank; and
+ Other initiatives to promote adherence to
internationally recognized sustainability standards
and practices.

3. Monitoring and Management Information System
Tools, such as Key Performance Indicators (KPIs) and
Key Risk Indicators (KRIs) related to ESG shall be
incorporated in the relevant manuals and OPPMs.
These tools will be able to track updates to the

Bank's E&S objectives or risks. Action Plans should be
developed in case of breaches in limits, thresholds or
non-compliance with sustainability-related standards,
laws and regulations, or possible non-attainment of
E&S objectives and targets.

4. Internal Controls And Audit

Internal controls are documented in the relevant
Bank manual and/or OPPMs. The second and third
lines of defense shall provide oversight and assurance
that internal controls are adequately designed and
effectively implemented to address E&S risks. The
Compliance program incorporates ESG in compliance
testing and in its compliance self-assessment
checklist. The Internal Audit program likewise
incorporates ESG in audit testing.

D. Products or Services Aligned with
Sustainability Standards and Practices

1. Corporate Loans
The Bank's corporate banking loan products range
include loans for working capital, capital expenditure,
project finance, business credit lines, term loans, and
various trade finance services:

+ Working Capital Loan

+ Term Loan

+ Capital Expenditure Financing

* Project Financing

+ Small Business Loan — Term Loan

+ Small Business Loan — Business Credit Line

+ Foreign Currency Denominated Loan

« Trade Financing

+ Letters of Credit

+ Export Packing Credit

« Export Bills Purchase

+ Domestic Bills Purchase

2. Retail Loans

For the retail or individuals segment, the Bank offers
the following types of consumer loans:

+ Home Loan

+ Auto Loan

« Salary Loan

The Bank extends the abovementioned loans to
borrowers which represent various economic sectors
or activities as defined by the Philippine Standard
Industrial Classification (PSIC). These economic
activities are also associated with specific UN SDGs
that the Bank's ESG agenda covers, as follows:

Selected UN SDGs

2. 4. 5. 6. 7. 8. 9. 1. 12. 16.
Economic Zero Quality Gender Clean Affordable Decent Industry, Sustainable Responsible Peace,
Activity Hunger | Education | Equality Water and and Clean Work and Innovation Cities and Consumption Justice

Sanitation Energy Economic and Communities | and Production | and Strong
Growth Infrastructure Institutions

Electricy, gas v
Real Estate v
Manufacturing v v
Construction v v v v
Agriculture,

v v v v v
fishing
Financial and v v
insurance
Water supply v v
Transport and v v v v
storage
Education v
Human health,

v v

social work
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Electricity
and Gas

Electricity and Gas
Electricity and gas is comprised of the following
sub-industries:
+ Development and Operation of Liquified Natural
Gas (LNG) Terminal Facilities
« Power Generation
+ Power Generation / Wholesaler of Electrical Power
+ Power Transmission Service Provider

Natural gas has been identified under the 2018-
2040 Philippine Energy Plan as the transition fuel for
renewable-based power generation. Through the
financing extended to a major LNG producer, the
Bank is able to contribute to the country's transition
to a Clean Energy Scenario (CES) in support of the
UN SDG No. 7 (Affordable and Clean Energy), and

to the promotion of sustainable energy in human
settlements under UN SDG No. 11 (Sustainable Cities
and Communities).

The integration of battery and other energy storage
systems, along with the use of information and
communications technology (ICT), is an area which
the National Renewable Energy Program (NREP)
2020-2040 is looking at in terms of one of its three
main categories or "baskets" of renewable energy (RE)
systems. This basket encourages the use of renewable
energy by consumers in agriculture, fisheries, health,
and education. The Bank extends financing to an
affiliate engaged in battery energy storage systems
(BESS) with projects in Luzon, Visayas, and Mindanao
as listed in the 2018-2040 Philippine Energy Plan.
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Real Estate
The Real Estate sector is sesgmented by the Bank into
corporate and individual (7.7%). Corporates comprise
14.4% of the total outstanding loan portfolio as of
April 2023. The Bank has loan accounts with corporate
customers belonging to the following sub-industries:

+ Property/Real Estate Developer

+ Real Estate Commercial Developing/Leasing Mall/

Retail Developing and Operation

+ Real Estate Developer

+ Real Estate Leasing/Rental

+ Real Estate Lessor

+ Real Estate Selling and Developing

Many of these customers which are developers have
embraced sustainability in planning and designing
human settlements that incorporate features
supporting the UN SDG No. 11 (Sustainable Cities and
Communities), such as but not limited to the following:

+ Energy-efficient building design

+ Double glazed windows

+ Rainwater harvesting

+ Water-saving toilet fixtures

+ Abundant and open green spaces

+ Cool roof systems

- Efficient temperature control

+ Sewage treatment plant

+ Materials recovery facility



Manufacturing

Manufacturing

The Bank has been extending loans to manufacturing
companies belonging to 12 sub-industries. Four of
these clients have been applying sustainable practices
in their production as follows:

+ Reducing greenhouse gas (GHG) emissions in
support of UN SDG No. 9 (Industry, Innovation
and Infrastructure) — involves monitoring GHG
emissions longer than the regulatory mandates vis-
a-vis a target reduction by more than 25% by 2025,
and carbon neutrality of identified operations by
2027. This is further accomplished through various
carbon reduction and carbon sequestration
projects including the use of LED lighting and solar
energy, shift to biofuels in certain products, and
adopting large mangrove areas and tree planting
programs to sequester around 10K MT of carbon
per annum by 2025.

» Achieving plastic neutrality through the Plastic
Credit Exchange in support of UN SDG No. 12
(Responsible Consumption and Production) —
entails offsetting 100% of plastic footprint through
partnership with Plastic Credit Exchange (PCEXx).

* Implementing a circular approach to business
in support of UN SDG No. 12 (Responsible
Consumption and Production) — starting with the
product mix, of which more than 40% is glass, the
packaging solutions company has long established
a circular business model that reduces the
dependence on single-use packaging that mostly
come from plastic. Historically, the company has
used between 65% to as high as 97% recycled glass
in the manufacture of its glass products. Recovery
of materials such as glass cullets, aluminum and
metal caps, through partnership with local waste
aggregators combined with recycling facilities has
enabled the company to produce new packaging
products and pallets out of scrap.

+ Promoting the sustainable utilization and
production of forests' goods and services
in support of UN SDG No. 15 (Life on Land)

- by sourcing wood raw materials for pallet
manufacturing from sustainable plantation forests.

“
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Construction
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Construction

Construction companies represent the 4th largest
share of the Bank's total lending portfolio. Besides
having the potential to realize Sustainable Cities
and Communities (UN SDG No. 11), these companies
support other UN SDGs in the following manner.

+ Supporting the progress towards achieving UN
SDG No. 7 (Affordable and Clean Energy) - by
building LNG terminals and import facilities, linking
natural gas supply to end-consumers.

* Promoting full and productive employment and
decent work in support of UN SDG No. 8 (Decent
Work and Economic Growth) — as most of the Bank's
clients in this sector are into general construction,
engineering, and contracting services, which require
significant manual labor, the need to create decent
jobs to members of local commmunities including the
vulnerable sector (i.e., low-income urban residents)
is substantially addressed.

« Achieving sustainable transport to a large scale
in support of UN SDG No. 9 (Industry, Innovation
and Infrastructure) — is made possible through
financing extended by the Bank to companies
engaged in tollroad operation and development,
which in turn improves accessibility and efficiency
of conveying people and goods through the
network of urban-rural linkages.
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Agriculture
and Fishing

Agriculture and Fishing

While this sector represents only a small portion of
the Bank's total loan portfolio, the contribution to
certain UN SDGs by a major transnational company

Financial and ®

Insurance
®

Financial and insurance

The Bank extends financing to other financial

institutions. The particular borrower maintains

products that address certain UN SDGs as follows:
+ Supporting UN SDG No. 8 (Decent Work and

is quite significant. The borrower has already
institutionalized a well-rounded sustainability
framework that covers the entire range of UN SDGs,

through the following strategies:

better nutrition through product innovation
including plant-based ingredients;

responsible sourcing with supplier code of conduct;
net zero carbon emissions by 2050 through
renewable energy, among other steps;

ESG culture that promotes diversity, inclusion and
community development;

waste reduction through management of
material usage, plastic solution, and recycling,
reusing, and repurposing;

Economic Growth) - by facilitating access to

finance that strengthen employment and income-

generating programs as a tool to eradicate poverty

and improve the welfare and livelihoods of local

communities, through its Salary Loan that caters to:

* teachers and personnel of accredited
CHED and TESDA-Supervised Schools, State
Universities and Colleges, and other Non-DepEd
Government Schools;

+ teaching and non-teaching personnel of accredited
private schools, universities, and colleges;

+ employees and elected officials of an accredited
Local Government Unit; and accredited Private
Companies and Agencies.

+ Supporting UN SDG No. 9 (Industry, Innovation

and Infrastructure) — by enabling the promotion
of inclusive and sustainable industrialization in the
context of affordable, efficient and convenient
transportation made possible through Motorcycle
Loan product that caters to employed or self-
employed individuals, sole proprietors, pensioners,
remitters, and corporations.

E. Breakdown of E&S Risk Exposures of the Bank per Industry or Sector
The table below provides a breakdown of the Bank's exposure to E&S risks based on the outstanding balance of
loans extended to clients falling under the industries or economic activities indicated:

Economic Activity

Outstanding Balance of Loans as % of Portfolio

Electricity, gas 28.9%
Real estate 22.8%
Manufacturing 12.6%
Construction 59%
Wholesale and retail trade 4.6%
Agriculture, fishing 2.3%
Water supply 1.3%
Accommodation and food 1.2%
Transport and storage 1.3%
Mining and quarrying 1.8%
Total 82.7%

The preceding information is derived from an initial study of the portfolio. The criteria shall be refined further.
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F. Information on Existing and Emerging E&S Risks and their Impact on the Bank
Climate patterns and forces of nature may bring about physical risks to businesses of clients which the Bank has

extended loans to. This can affect loan repayment and pose financial risks to the Bank. Affected businesses are

the following:

Physical Risk

Climate change; extended drought; natural gas depletion

Geophysical risk

Extreme weather disturbances or dry spells;
extended drought

Sea level rise

Affected Nature of Business

Power Generation (hydropower and natural gas)

Real estate development, leasing/rental, selling
and operation (commercial and retail)
General engineering and construction services

Manufacturer and supplier of wooden pallets

from plantation forests; integrated aqua-farming,
processing, exports and domestic retailing of fresh
frozen, processed and canned seafood products
Agriculture, ocean fishing, poultry contract growing
Water supply

Hospitality (hotel and resorts)
Residential projects

On the other hand, changes to existing laws or enactment of new regulations may result to transition risk.

This may adversely impact a client’s ability to meet its loan obligations, which may lead to default. Because of

this, the Bank closely monitors possible sources of transition risk which may affect clients that fall under the

following types of business:

Transition Risk

Update in Philippine Energy Plan, enactment
of Presidential Decrees (PD), and issuance of
Department of Energy (DOE) Circulars on non-
renewable and/or renewable energy sources

Enactment of carbon tax laws

Changes in plantation forest laws or quarrying laws

Change in wastewater management policy

Affected Nature of Business

Power generation, development and operation
of liquefied natural gas terminal facilities; power
transmission services;

Wholesale and retail trade of automotive fuel,
liquefied petroleum gas;

General Engineering and construction services;
equipment rental / tracking and hauling services;
Manufacturing of petroleum products

Manufacturing
Power generation
Transport and storage

Manufacturer and supplier of wooden pallets;
Integrated aqua-farming, processing, exports and
domestic retailing of fresh frozen, processed and
canned seafood products;

Manufacturing of cement

Mining and quarrying

Hospitality (hotel and resorts)
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G. Other Initiatives to Promote Adherence to
Sustainability Standards and Practices

Consistent with its Board-approved Transition Plan

in relation to BSP Circular 1085 (Sustainable Finance
Framework) and BSP Circular 1128 (Environmental
and Social Risk Management Framework), the Bank
has implemented the following initiatives to promote
adherence to sustainability standards and practices.

1. Communications

The Bank considers communications to be critical to
the institutionalization of its ESG and Sustainability
Framework. During its transition period, the Bank
developed and implemented communications plans
for internal and for external audiences.

1.1. Internal — the following advisories aimed to
orient employees on the rationale, basis, and

Objective Message

scope of the Bank's ESG and sustainability
agenda. These were released through internal
e-mail, and the Bank's intranet Hub.

What is ESG?

ii. The Sustainable Development Goals
iii. ESG goes beyond Environmental Matters

. Issuance of Environmental, Social and
Governance and Sustainability
Framework Manual
Timeline and Summary of ESG Regulations

1.2. External - moving on to external audiences,

the Bank developed a communications plan

targeting customers (depositors and borrowers),

suppliers, investors, and the communities in
which the Bank operates.

Audience Channel

1. Announce Bank's \
ESG iniativie ESG goes beyond

environmental matters."

2. Introduce Bank's
ESG agenda
for selected

- Wh
stakeholders atyoucando

+ Why ESG matters to BankCom

+ BankCom's approach to ESG
+ What to expect and when

. Announce the

new Supplier
Sustainability
Questionnaire (SSQ)

. Provide updates

on the Bank's ESG
iniaitive

+ Why the new SSQ is important

When will it be applicable
(i.e., new suppliers, existing
suppliers)

What the questions stand for
How to accomplish

Hospitality (hotel and resorts)

General public Corporate website

Suppliers
Borrowers
New Depositors

Corporate website;
E-mail

New suppliers

E-mail (Letter)

Existing suppliers

General public;

. Corporate website
Investor community

2. Capacity Building Through Training a suitable mix of training programs based on the

The complexity of the subject of ESG and profile of the said audiences:
sustainability necessitated that training programs

be developed for specific audiences such as the 2.1. Banking industry - these include webinars

34

ESG Project Team, the Board of Directors, the Senior
Executive Team, and identified key personnel such as
account officers/relationship managers, and personnel
involved in credit evaluation and management.

The Bank utilized various strategies, from both
internal and external sources, to come out with
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and general membership meetings with
the Bankers' Association of the Philippines
(BAP) and Bank Administration Institute of
the Philippines (BAIPHIL), of which some
were conducted by officers and ESG policy
administrators of no less than the Bangko
Sentral ng Pilipinas (BSP).



2.2. Rating agencies — these include webinars
organized by either ESG rating agencies or
credit rating agencies which have expanded to
ESG advisory and implementation services.

2.3. Accounting and management consulting
firms — these were provided by top-ranking
accounting, auditing and management
consulting firms which have a well-established
ESG advisory and reporting practice.

2.4. Foreign sources - these refer to training

modules professionally prepared by bankers and

academicians who have built their careers around

ESG and sustainability. These modules are

especially curated and accessed from LinkedIn

Learning and Udemy through subscription.

3. Policy Development

Institutionalizing an environmental and social

risk management system (ESRMS) required the
development of new, or amendment of existing
policies in order to embed ESG principles and tools.
During the transition period, a number of such policies
were initiated and have reached various stages in the
documentation process.

3.1. Credit Policy Update - this covers the
guidelines on the use of ESG tools, such as
HazardHunterPH, in the assessment of physical
and transition risks, the determination of
potential exposure of the Bank to loans to
individual or corporate borrowers, and the
identification of mitigating controls, whether
monetary, documentary, or procedural, which
will be required prior to the granting of credit
and during the life of the loan.

3.2. Branch Site Selection Update - using the same

HazardHunterPH tool, specific teams under the

Branch Banking Group will perform a verification

of the physical risks faced by the proposed new

location of a branch, or prospectively, a new site
for business operations.

3.3. Supplier Accreditation and Evaluation Update -
this involves the enhancement of the process of
accrediting new suppliers or service providers,
as well as the annual performance evaluation
for existing suppliers or service providers, via
the introduction of a new Supplier Sustainability
Questionnaire and mandatory conforme to the
Bank's Policy on Solicitation and Acceptance of
Gifts. This is a tool that supports multiple SDGs
by examining a supplier or vendor's current
policies and practices concerning employees
and work (UN SDG No. 8 on Decent Work and
Economic Growth); methods of minimizing
the hazardous effects of their production or
generation of services for the Bank (UN SDG No.
12 on Responsible Consumption and Production,
and No. 15. Life on Land); as well anti-bribery
and anti-corruption (UN SDG No. 16 on Peace,
Justice and Strong Institutions).

3.4. Cost Management Update — this refers to

prescribed actions that support sustainability,

such as the following:

i. reducing electrical consumption by
shifting to LED lamps and other energy-
saving measures;

ii. managing water consumption by controlling
leaks and unmonitored flow;

iii. reducing paper usage and wastage, and
proper recycling of used paper;

iv. advocating the use of electronic channels in
lieu of paper-based or manual transactions
for disbursements; and

V. encouraging employee suggestions for
other cost management measures.

ESG Outlook

As its ESRMS matures and market conditions permit,
BankCom aspires to position itself more actively in the
next higher stages of sustainable finance, structuring
conventional banking products into green, social, and/
or sustainability-linked financial instruments vouched
by a reputable second party opinion (SPO) provider.
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Manual on Corporate Governance

On 27 October 2012, the Board adopted the Manual
on Corporate Governance ("Manual"), which
institutionalizes the principles of good corporate
governance in the entire organization. The Bank
believes that it is a necessary component of sound
strategic business management, hence, we undertake
efforts to create awareness within the organization.
The Manual is reviewed and updated annually to
capture current and best practices. Proposed
amendments thereof are presented to and approved
by the Board as reviewed and endorsed by the
Corporate Governance Committee.

In adopting the Manual, the Board and its members
acknowledge the responsibility in governing the
conduct of the business of the Bank, the Board
Committees, in focusing on specific board functions
to aid in the optimal performance of its roles and
responsibilities, and the officers, in ensuring adherence
to corporate principles and best practices.
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Board Governance

Setting the tone from the top, the Board of Directors
(the Board) is primarily responsible for the sound
governance of the Bank. It approves and oversees the
implementation of the Bank's strategic objectives.
Aware of its duty of setting the policies for the
accomplishment of corporate objectives, the Board
fosters the long-term success of the Bank and sustains
its competitiveness and profitability in a manner
consistent with its corporate objectives and the

best interest of the stockholders. The Board likewise
conducts an independent check on Management.

Board of Directors

The Bank's Board of Directors (BOD) is composed of
fifteen (15) members. The Board is a healthy mix of
individuals with diverse experiences, backgrounds,
and perspectives and a combination of executive
and non-executive directors such that no director
or small group of directors dominates the decision-
making process. Six (6) of the total Board seats are
independent directors.



This number of independent directors is compliant
with the representation of independent directors
required by the Bangko Sentral ng Pilipinas (BSP)

and Securities and Exchange Commission (SEC) rules
and regulations. All directors were chosen based on
integrity, probity, market reputation, conduct and
behavior, relevant education and training, physical and
mental fitness, knowledge and experience.

They possess such qualifications and stature that
enable each of them to effectively participate in

the deliberations of the Board. Prior to election as a
Director, any nominee or candidate passes through
the evaluation of the Nominations, Compensation, and
Remuneration Committee (NCRC).

The Chairman of the Board provides leadership in the
Board of Directors. He ensures effective functioning
of the Board, including maintaining a relationship of
trust with members of the Board, and steers it toward
an effective performance of its bounden duties.
Consistent with the Corporate Governance Principles
under the Manual of Regulations for Banks (MORB),
the Chairman of the Board is a non-executive director
who has not served as CEO of the Bank within the
past three (3) years. In his absence, the Vice Chairman
of the Board is responsible for overall governance of
the institution. The Bank's Chief Executive Officer is

responsible for day-to-day management of the Bank.

The Bank's Independent Directors, apart from
possessing minimal shareholding, are independent
of management and free from any business or other
relationship with the Bank, other than transactions
which are conducted at arm'’s length, and could not
interfere with their exercise of independent judgment
when carrying out their responsibilities as directors.
Further, they are not retained professional advisers
or consultants of the Bank, not