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CORPORATE POLICY

Vision

With a God-centered, united
workforce, we will be the preferred
financial institution of MSMEs in

the countryside, delivering relevant
products and services with excellence.

Mission

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

Through continuous growth, we

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

Core Values

B - Belief in Divine Providence
Inspiration of Bangko Kabayan as an
ECONOMY of COMMUNION (EOC)
Enterprise which is based on the
Culture of giving.

I - Integrity
Respect and adherence to ethical
values.

S - Service Excellence
Reciprocity.

U - Unity
Relationship building.

C - Commitment to Community
Development
Resource sharing.
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Business Model

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

The bank’s primary target market includes the Micro, Small and Medium-sized enterprises (MSMEs). They are usually
the underserved sector and face challenges in accessing financial services due to factors like lack of hard collateral and
requirements. Bangko Kabayan provides flexibility to cater their financial needs that will contribute to the growth and
development of their businesses. By building an expertise in determining the cash flow of each entrepreneur applicant
and with a more in-depth understanding of the clients’ capacity to pay, Bangko Kabayan is able to adopt flexible terms
for SMEs that are successful in business but still lack hard collateral to offer as security for their much needed working
capital and asset acquisition loans. Though this model entails greater cost in backroom procedures, it nonetheless
enabled BK to access an underserved but growing sector. A thorough credit assessment process based on cash flow
and collateral, as well as deeper understanding of the client, his reputation in the community, has become part of BK's
formula to continuously grow its portfolio in this sector while properly managing the risks involved.

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

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

In terms of deposits, the bank provides the standard range of deposit products like Savings Account, Current Account,
and Term Deposit Accounts. All of these products and services are accessible to customers through the bank’s branches
located in 24 municipalities within the CALABARZON region. Over the years, Bangko Kabayan has been able to gradually
build its deposit base, particularly low-cost deposits. This can be attributed to the goodwill generated by the bank over
its 65 years of business, through its employees as well as longstanding clients who have experienced BK’s brand of
personalized service. It is for this reason that the bank is able to maintain its low cost of funds.

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

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

Over the decades, BK has portrayed the concept of personalized
service to its clients, no matter how big or small they are. This
personal service has been inculcated in each BK employee, we
listen to the clients and allow them to feel valued, no matter the
volume of business they have with the bank. Bangko Kabayan
seeks to understand the unique needs and challenges faced by
the clients and provide personalized support and advice when
necessary. This can be seen in small but appreciated gestures
like assisting in account opening and filling up forms, or carefully
understanding the needs of microentrepreneurs to be able to
offer a product that is relevant for that client. This personalized
service is also demonstrated through the flexibility of terms
offered to borrowers, especially to the SMEs whose cash
flow needs vary. For this client base, the financial statements
reconstruction process is not only necessary for the bank to
properly determine an enterprise’s cash flow and corresponding
funding requirements, but it is a unique service that goes with
every loan application to the bank. Building a strong customer
relationship is crucial to enable the bank to offer customized
and flexible solutions, assess creditworthiness effectively and
maintain long term customer loyalty.

As Bangko Kabayan expands its reach not only through brick-
and-mortar, but also via other channels such as partner outlets
like remittance companies and even other digital applications
such as GCash and PayMaya, the challenge lies on how the
bank will maintain this brand of personalized service. This will
manifest in the bank’s choice of channels and overall customer
experience, as customer interactions eventually evolve into a
mixture of face-to-face and digital transactions. The bank’s
commitment to become the country’s partner in economic
development remains by constantly looking for ways to serve
the financial needs of MSMEs, through well-designed and
appropriate products and services that are accessible through
its branch network and partner channels. The goal is to give
the clients the impression that in spite of the evolution of
processes and interfaces, we are still and will always be the
same development bank that truly understands their needs.
Dahil kami ay hindi basta Bangko, Kabayan pa.



HISTORY & TIMELINE
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FINANCIAL HIGHLIGHTS

Profitability

2022

2021

Total Net Interest Income
Total Non-Interest Income
Total Non-Interest Expenses
Pre-provision Profit
Allowance for credit losses
Net Income

Selected Balance Sheet Data

371,782,240
54,403,989
288,330,698
108,894,262
21,877,300
87,016,962

289,415,247
35,673,953
250,260,362
54,775,756
-205,115
54,980,874

Liquid Assets
Gross Loans
Total Assets
Deposits

Total Equity

1,195,025,025
2,453,156,517
3,623,500,577
2,877,432,263

596,274,231

1,271,098,756
2,021,903,529
3,370,303,002
2,777,074,140

510,951,347

Selected Ratios
Return on Equity
Return on Assets
Capital Adequacy Ratio

15.72%
2.49%
21.02%

9.64%
1.60%
19.34%

Cash Dividend Declared

175,000,000

Manpower Complement
Headcount

Officers

Staff

404
64
340

373
51
322



THE

President’'s Report

Dear Fellow Stockholders,

Bangko Kabayan remains resilient and shows its strong
growth momentum for 2022 despite the economic pressures
and challenges such as rising inflation, the war in Ukraine,
and unstable interest rates. The resiliency and the growth
were driven by the commitment of your Bank and its team
to deliver relevant financial services and support our MSME
clients as we all cope with a still very difficult post-pandemic
environment in the country.

Financial Highlights

With the easing of Covid-19 restrictions and as the economy
moves towards its continuous reopening, Bangko Kabayan
was able to grow its loan portfolio by 21.23% to Php 2.47B
in 2022. The 78% of the growth was driven by Regular loans
and 22% by Inclusive Finance.

Deposit wise, it ended at Php 2.88B with a growth of 3.61%
from the previous year. With the time deposit drive launched
by the bank, its CASA- Hi cost deposits ratio remains at a

strong 75-25%. As we align with the increasing interest rates to
compete with the market, our cost of deposit increased slightly
to 0.83% from 0.77% in 2021, a very small increase compared
to the Bangko Sentral ng Pilipinas’ (BSP) 3.5% hike of its own
interest rates.

As the loan portfolio grew, a modest improvement in the NPL
ratio of 2.55% was reported from 2.70% in the previous year.
Additional provisions of Php 21.88M were recognized in 2022
bringing the NPL coverage to 64.85% coming from 61.58% in
2021.

Despite the additional provisions, Net Income After Tax (NIAT)
jumped by 58.27% to Php 87.02M for the year. With a substantial
increase in the loan portfolio of Php 432M and an increase in its
yield by 1.23%, net interest income grew by 28% to Php 372M
and the total revenue grew by 31% outpacing the 15% growth
of operating and administrative costs.

With the higher NIAT, profitability ratios such as Return on
Assets (ROA) and Return on Equity (ROE) follow from 1.60%
and 9.64% to 2.49% and 15.72% respectively. Moreover, BK's
CAR is high at 21.02% which is way above the regulatory limit
of 10%.

Operational Highlights

To support the loan portfolio growth, BK developed various
Inclusive Finance loan products which were designed to
expand our loan product offerings. With enhanced product
features, Kabayan MSE Plus, Business Builder Loan, and
Gabay Housing loans are now part of the bank’s core products.
Kabayan MSE Plus aims to finance additional working capital
for a higher amount with a maximum of Php 1.5M with better
terms and conditions while Business Builder Loan offers a
lower loan amount with @ maximum of Php 150K

The long-standing Gabay Housing product was likewise
enhanced to include a home improvement feature. These
products were warmly received by the market as the bank
booked an additional new loans of Php 87M.

Last December, Bangko Kabayan signed a Memorandum
of Agreement with ECPay, one of the country’s leaders in
electronic payments to be one of its merchant billers. Through
their ECBIlls facility, BK’s clients can conveniently pay their
dues by going to any 7-11 stores or ECPay partner outlets
nationwide. This will be added to the bank’s list of partner

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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channels like Gcash, Maya, and UBP. Target onboarding with
ECPay is by 1st quarter of 2023.

As we move towards digitalization, one of the major projects
that were completed and implemented by the bank was the
migration of the existing core banking software to the cloud
which provides better scalability and an API-ready system
giving the bank more flexibility to onboard digital solutions.
This is the initial phase of the bank’s strategy to look for
digital systems that will transform some of the bank’s manual
processes into automated ones, as well as onboard customers
efficiently. BK also embarked on upgrading its IT infrastructure
which includes upgrading to a higher version of Operating
System as well as ensuring its hardware compatibility which
also requires a replacement of the old hardware to meet the
requirements of a higher Operating System. This upgrade
provides improved security features that will lower security
vulnerabilities and prevent cyberattacks. A collaboration tool
was also launched in the form of “Google Workspace” which
enables the bank to securely access their accounts anytime
and anywhere and at the same time provides a secured
platform for video conferencing, instant messaging, and
other collaboration tools.

In the future, this will enable BK to interface with various
software applications which can help our customers connect
digitally and help them participate in e-commerce more
efficiently.

Development of Workforce

In line with our mission to grow the bank as a value-driven
organization committing itself to its core values of belief
in Divine Providence, integrity, service excellence, unity,
and commitment to community development (BISUC), the
management came up with a Culture Development Program.
This is a culture-driven initiative to enhance personal
effectiveness and team synergy among BK personnel in their
respective departments and branches and to have the most
meaningful and most rewarding learning experience. This
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two-day seminar-workshop contains the combined elements
of spiritual retreat, values formation, and team building to
strengthen the BK’s Culture of Sharing.

There is also a growing awareness on the value of health
and wellness as necessary to the holistic development of our
people. BK had a series of wellness talk sessions discussing
and promoting financial management wellness, understanding
stress, and burnout, psychological first aid, diet, and nutrition.

Talent Development Academy (TDA) was also approved as a
flagship project of the Human Resource Department. It aims
to standardize and upgrade the training processes that will
further assess and validate the learning acquisition of new,
promoted, and transferred employees in accordance with the
standards and policies of Bangko Kabayan. As part of the
holistic approach, TDA training programs will cover the major
areas of the bank’s business functions including (1) Sales &
Marketing (2) Operations (3) Back Office Support (4) Leadership
& Management. The target implementation is by 1st quarter of
2023.

As we continue to invest in the development of our employees,
Bangko Kabayan presently employs 403 individuals, with
29% (117) of the workforce completing the Leadership and
Management Training Program (LMTP). 93% (109) of the
graduates have been promoted and are now occupying middle
management positions.

Merger Updates

The merger of the three banks is geared towards the
adoption of one culture, one set of processes, alignment of
systems and technology, enhanced products and services for
MSMEs, and building a stronger financial service and reach
in rural areas.

Different working groups composed of members from BK, PBI
& FB were organized to cover different aspects of the merger,
i.e., People, Products and Processes, Sales, Finance, Legal
and Compliance, and Technology. These working groups
were also tasked to discuss and identify policies or processes
which can be aligned, and other plans and activities to
ensure smooth integration once the approval for the merger
is obtained from the proper regulatory agencies.

Both Sales and Credit workstreams have implemented a
Learning Partner Program wherein BK Credit Analysts and
Branch Managers mentor a counterpart in the two banks as a
way of supplementing the training programs that have been
rolled out in the past year. This has allowed frontliners of PBI
and FB to improve their prospecting, and credit people to
improve their analysis, especially of complex SME accounts.
As they do this, both banks continue to align their practices
within the credit process with BK’s standards and policies.

The finance workstream continues to oversee financial
performance, with particular attention to liquidity issues of
both banks and has been working with credit and UBP to
improve ECL models of PBI and FB.

Product parameters, pricing, and processes are generally
aligned already with BK's, except for some items that cannot
be changed due to system limitations.

For the Tech workstream, a new TO for the IT Services
Group patterned after City Savings Bank (CSB) has been
proposed and approved by BK’s board, which already takes
into consideration priority projects for the merger and the
programs under the merged bank’s strategies moving



forward. BK tech team has also been working with the
developers of PBI and FB for ongoing projects such as Audit
Issue Monitoring System (AIMS), BSP reporting via API, and
Core Banking System (CBS) migration.

People workstream is currently working on the alignment
of performance appraisal parameters, with a focus on the 2
banks’ sales force (i.e. branch managers) who bring in the
volume and accounts for SME and IF. This should complement
the efforts of sales and credit on mentoring as well as the
continuous drive to book SME and IF loans through monitoring
of pipelines and releases. HR also works hand-in-hand with
UBP on the harmonization of compensation and benefits.

To align with the Core values and culture of BK, employees of
PBI and FB will also undergo a Culture Development Program
scheduled for the 2nd quarter of 2023.

The merger application has received the confirmation letter
from the Philippine Competition Commission (PCC), consent
from Philippine Deposit Insurance Corporation (PDIC), and
last September 12, 2022, it received the approval of the
Monetary Board of the Bangko Sentral ng Pilipinas (BSP).
After the BSP approval, the application was submitted to the
Securities and Exchange Commission (SEC). The merger shall
become effective upon receipt of the approval of the SEC.

Future Directions

Moving forward, Bangko Kabayan is committed to continuing
its thrust to move towards digitalization which will enable the
bank to improve its backroom processes and provide a better
customer experience. Bangko Kabayan will keep going, keep
growing and pushing beyond limits.

Maraming salamat.

Beatriz B. Romulo
President / CEO

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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Amidst the surge of Omicron during the early months of
2022 and while clients were balancing adjustment in the new
normal while keeping themselves safe, the bank continued to
manage its operations accordingly to thrive in this period of
transition. We maintained our efforts in rehabilitating accounts
that encountered difficulties in their business operations during
this time. The bank was able to grant more flexible terms and
conditions to its loan clients without sacrificing portfolio quality.
Branch Managers continued to deliver personalized service by
making sure that clients were on track with their payments and
that loan terms matched their current payment capacity. We
are delighted to say that BK continues to work closely with our
clients, ensuring that our products and services remain available
and relevant all the time during these challenging times.

As we approached the middle of the year and mobility further
increased, the bank saw an opportunity to create more
relevant products for our sector, particularly time deposits with
competitive rates. This was also an effort to increase liquidity
as lending continued to also increase. It was during this time
that other banks held back in serving the MSME sector due to
a general sense of instability brought about by ever-changing
guidelines at this stage of the pandemic. However, Bangko
Kabayan remained steadfast in its mission to become this
sector’s partner in growth.
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Challenges, Opportunities & Responses

Upon the approval of the Bangko Sentral ng Pilipinas of the
merger among BK, Fairbank (FB), and Progressive Bank Inc.
(PBI), with BK as the surviving entity, the bank’s management
corps began working with the Visayas banks in a functional
merger setup. Several work streams were created in order
to prioritize programs that would create a smooth transition
among the three banks. Training programs were rolled out
so that FB and PBI would be familiarized with BK's products
and processes. Efforts towards alignment in human resources,
technology, operations, credit, and sales were in full swing. BK's
group and department heads were able to take on double roles
— business-as-usual and functional merger workstream heads —
without sacrificing their performance in their respective groups.

With all the challenges faced during the year, BK was able to
convert it into opportunities thus resulting in a double digit
growth rate for the bank’s loan portfolio and Net Income After
Tax (NIAT) as well as significant improvement of the financial
ratios. Once again, BK proved its resiliency and was able to
respond to these challenges.



RISK MANAGEMENT

Similar with any other businesses, Bangko Kabayan (BK) also
faces several kind of risks that increase probabilities of financial
losses. To mitigate these risks as a financial institution, BK
established its Risk Management (RM) system as a component
of good governance and an integral part of its culture.

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

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

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

To provide a system of checks and balances, BK separates the
risk-taking decision from the risk assessment and controls over it.
The front office functions in charge of business execution and risk
taking activities is segregated from back office functions where
the later performs support functions to increase efficiency, and
implements control functions for discipline and risk mitigation.
The core banking system of BK also set appropriate controls that
serve as a back office in both functions by limiting the access
of the users using the least privilege principle and separation
of duties. Independent from front office and back office, BK
established a middle office through the risk management officer

who has a direct access to the BOD and has sufficient leverage
to push through complex or uncomfortable risk issues to the
highest levels of decision-making.

Risk Appetite and Strategy

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

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

¢ BK shall continue to take calculated risks to effectively
serve its stakeholders, taking into consideration its overall
sustainability and maintaining a capital adequacy ratio
(CAR) of 12%, an acceptable annual Return on Equity (ROE)
of 9%, a combined liquidity of 19% and a stable regulatory
rating of at least 3 based on BSP’s Supervisory Assessment
Framework (SAFr).

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

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

Significant Risk Areas Exposures

STRATEGIC RISK

Risks that arise when there are forces in the external
environment that could either put a company out of business,
or significantly change the fundamentals that drive its overall
objectives and strategies.

TECHNOLOGY RISK

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

CYBER-SECURITY RISK

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

CREDIT RISK

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

OPERATIONAL RISK

Risks that operations are inefficient and ineffective in executing
BK’s business goal which includes failure to deliver and support
products and services to meet customer expectations.

COMPLIANCE RISK

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

REPUTATIONAL RISK

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

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK) 11



LIQUIDITY RISK

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

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

INTEREST RATE RISK

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

MARKET RISK

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

BK sees RM as a function and process that utilizes its
infrastructure such as vision, mission, strategies, organizational
structure, corporate governance, policies and procedures,
technology, communication and reporting system to achieve
the RM objectives of enhanced operational efficiency, sustained
growth, optimized earning potential of capital, optimized
beneficiary reach and risk culture inculcation. There are 8 risk
categories identified to be monitored by financial institutions
namely credit, liquidity, strategic, reputation, compliance,
operations, market and interest rate. These risks are inherent
given the infrastructure and systems instituted which, if properly
managed through an effective RM system should lead to the
intended results.

Risk Governance Structure

BK adheres with the RM structure for efficient facilitation of the
risk management process. The Risk Officer (RO) heads the risk
management function and has direct access to the Board of
Directors and Risk Oversight Committee. RO directly reports

to the Board of Directors, but administratively reports to the
President. There is also an oversight coming from the Group
Subsidiary Risk Officer of the Parent Bank to ensure alignment
between UBP and its subsidiaries’ risk management activities
and processes. The RO is responsible for overseeing the risk
management function and should support the BOD in the
development of the risk appetite and risk appetite statement
of the bank, and for translating the risk appetite into a risk
limit structure. The RO also proposes enhancements to risk
management policies, processes and systems to ensure that
the bank’s risk management capabilities are sufficiently robust
and effective to fully support strategic objectives and risk-taking
activities.

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

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

Bangko Kabayan designated a Risk Oversight Committee (ROC)
who will primarily advise the BOD for BK’s overall current and
future risk appetite, oversee senior management’s adherence
to the risk appetite and report on the state of risk culture of the
bank. The committee’s main responsibility is to oversee the risk
management framework, adherence to risk appetite and risk
management function and ensure that there is periodic review of
the effectiveness of the risk management systems and recovery
plans. It also ensures that corrective actions are promptly
implemented to address risk management concerns and that



the current and emerging risk exposure are consistent with the
bank’s strategic direction and overall risk appetite. The ROC also
performs assessment on the overall status of adherence to the
risk appetite based on the quality of compliance with the limit
structure, policies, and procedures relating to risk management
and control, and performance of management, among others. It
is also responsible for the appointment/selection, remuneration,
and dismissal of the Risk Officer (RO).

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

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

Anti-Money Laundering/Countering the
Financing of Terrorism Risk Management

AML/CFT risk management involves assessing the risk
attributed to money laundering and financing of terrorism and
implementing an appropriate response to mitigate the risk.
Bangko Kabayan conducts Institutional Risk Assessment as an
approach for the identification, assessment and management of
ML-TF risk of the Bank. It is achieve by identifying and assessing
inherent ML-TF risks, the strength of internal controls in place
and the resulting residual ML-TF risk that the Bank may face.
The Objectives of the IRA is to:

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

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

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

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

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

The Bank’s MTPP covers the basic pillars of an AML/CFT
Program, to wit:
* A system of internal policies, procedures and controls
(first line of defense);
¢ A designated compliance function with a compliance
officer (second line of defense)
¢ An on-going employee training program;
¢ An independent audit function to test the overall-
effectiveness of the MTPP (third line of defense)

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

The Board, Senior Managenent and all employees strictly adhere
on full compliance with the applicable rules and regulations issued
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by the Anti Money Laundering Council (AMLC) and the Bangko
Sentral ng Pilipinas. The Corporate Governance Committee is
tasked to monitor that the MTPP is being implemented. The
Bank’s procedure for compliance with the AMLA are set out in
its MTPP. The Bank’s Chief Compliance Officer, monitors AMLA
compliance and conduct regular compliance testing of business
units.

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

To verify true identity of the clients a written customer
acceptance and identification policy procedures was established.
Under the guidelines each business unit is required to validate
the true identity of a customer based on official or other reliable
identifying documents or records before an account may be
opened. Likewise, the Bank required to risk profile its client
to Low, Normal or High with its corresponding due diligence
of Reduced, Average or Enhanced, in compliance with the risk
based approached mandated by the MORB. Decisions to enter
into a business relationship with high risk customer and politically
exposed person requires senior management approval.

All customer identification records, such as identification
documents, signature cards and documentary requirements
submitted by the clients and records pertaining to customer due
diligence shall be maintained and safely stored as long as the
account exists and for five years after its closure, except if the
account involved in money laundering case, documents are
retained until the case is decided with finality.

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

Risk on money laundering and terrorist financing may arise from
the development of new products and business practices, and
new technologies that may be used to both new and existing
products. Thus, risk assessment is done to identify appropriate
measures to mitigate risk.

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

CORPORATE GOVERNANCE

The Board of Directors and Management of Bangko Kabayan
commit to promote good Corporate Governance as embodied
in the regulations of the Bangko Sentral ng Pilipinas (BSP) and
Securities and Exchange Commission (SEC) and acknowledged
that the same may properly guide the Bank in attaining its
corporate goals and objectives, of which giving excellent service
to customers and complying with laws, rules and regulations
are of primary importance.

The Board of Directors and Senior Management believe that
corporate governance is a necessary component of sound
strategic business management and will therefore undertake
every effort necessary to create awareness and ensure
compliance with corporate governance policies and practices.
The Board of Directors sets the tone at the top through directives
and policies that is being communicated to its employee. Within
their chartered authority, the directors acting as a board have
the fullest powers to regulate the concerns of the Corporation
according to their best judgement.

To fulfill its advocacy of good corporate governance, Bangko
Kabayan has implemented a Goverance System that
encompasses the three critical pillars consisting of: (1) a
Board of Directors that provides direction for business and risk
strategies, organization, financial soundness and governance;
(2) Senior Management that carries the implementation of the
strategies and initiatives set and approved by the Board; and
(3) an internal control system which covers implementation of
the key control function such as risk management, compliance
and internal audit.

The Board is also committed to abide with the Unionbank Group
Governance Policy on its oversight function over its subsidiaries
to ensure full compliance with the regulatory mandate of the
BSP.

Selection Process for the Board and Senior
Management

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



The composition and term limits of the BOD is in line with the
regulations set forth by the Bangko Sentral ng Pilipinas and the
Securities and Exchange Commission ensuring an appropriate
structure of corporate governance in place.

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

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

Board of Director’s Over-all Responsibility

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

a. strategic planning and oversight on Management’s
implementation of the annual approved plan

b. appointing key members of the senior management to
ensure competence and accountability

c. overseeing the corporate governance framework by
meeting regularly and discussing relevant matters and

d) adopting a robust compliance and risk governance
framework

The Board delegates some of its functions to board-level
committees. Presently the Bank has four committees, (1)
the Audit Committee; (2) Risk Management Committee, (3)
Corporate Governance Committee, and (4) the IT Committee.
The Audit committee has oversight over its internal audit
functions. The Risk Management Committee oversees the
bank’s risk governance framework. The Corporate Governance
Committee assist BOD in fulfilling its corporate governance
responsibilities, has oversight on Compliance function and
Related Party Transaction of the Bank and ensure the banks
comply with the Anti-Money Laundering Act as amended. The
IT Committee is an integral part of the Bank’s governance
framework and consists of the leadership and organizational
structure and processes that ensure the alignment of the
IT strategic plan with the Bank’s business strategy and
optimizations of resource management.

The Chairman of the Board

The Chairman of the Board is appointed by members of the
Board and provides leadership and governance to ensure that
the body discharges its mandate effectively. The Chairman sees
to it that all members promote the highest standards of integrity
and the board, as a whole, decides on matters collectively in
order to steer the bank towards its strategic direction ensuring
the achievement of its goals.

Executive, Non-executive and Independent
Directors

The Executive director is responsible to day-to-day operations

of the bank while Non-executive and Independent directors are

Members of the
Board of Directors

Directorship

No. of Years

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

Board of Composition

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

No. of Share
(as of December 31, 2022)

Percentage
(as of December 31, 2022)

Lorenzo T. Ocampo Chairman of the Board 2 1 0.00%
Beatriz B. Romulo Executive Director 3 1 0.00%
Manuel G. Santiago Jr. Non-Executive Director 1 1 0.00%
Teodoro M. Panganiban Non-Executive Director 3 1 0.00%
Francis S. Ganzon Non-Executive Director 35 256,748 6.98%
Maria Teresa M. Ganzon Non-Executive Director 35 521,042 14.17%
Danilo J. Mojica II Independent Director 1 1 0.00%
Mardonio C. Cervantes Independent Director 9 months 1 0.00%
(Elected March 19, 2022)
Teresita G. Domalanta Independent Director 9 months 1 0.00%

(Elected March 19, 2022)

Board Qualifications

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

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

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

Name Designation

Danilo J. Mojica II Chairman
Teodoro M. Panganiban Member
Mardonio C. Cervantes Member
Teresita G. Domalanta Member

2. Corporate Governance Committee

The Corporate Governance Committee is tasked to assist
the Board in the performance of its corporate governance
responsibilities by reviewing and evaluating the qualifications
of all persons nominated to the Board as well as those
nominated to other positions requiring appointment by
the Board of Directors. It also ensures compliance with
and proper observance of corporate governance principles
and practices as required by the regulatory bodies. The
committee also oversees the bank’s compliance function,
related party transactions and compliance with Anti-Money
Laundering Act.

Teresita G. Domalanta Chairman
Mardonio C. Cervantes Member
Danilo J. Mojica II Member
Teodoro M. Panganiban Member

3. Risk Oversight Committee
The Risk Oversight Committee oversees the Banks’s enterprise
risk management system and ensure its functionality and
effectiveness.
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Name Designation

Mardonio C. Cervantes Chairman
Danilo J. Mojica II Member
Teodoro M. Panganiban Member
Teresita G. Domalanta Member

4. IT Committee
The IT Committee is ultimately responsible for understanding
the IT risk confronted by the bank and ensuring that they
are properly managed through institution of policies and

Board of Directors’ Attendance
January - December 2022

procedures. They ensure the alignment of the IT strategic
plan with the Bank’s business strategy

Name Designation

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




BOARD OF DIRECTORS

LORENZO T. OCAMPO
58, FILIPINO

Serves as the Chairman of the Board in Bangko
Kabayan Inc. and the President, CEO and Director
of City Savings. He is currently a Board of Trustee
of the Chamber of Thrift Banks. He also holds
directorship in First Agro-Industrial Rural Bank,
Inc., North Cornerstone Holdings, Inc. and CSB
Land, Inc. He was formerly President of Banana
Fintech Services Corp; Director of Philippine
Resources Savings Banking Corporation; President
and CEO of Waybetter, Inc.; Member, Board of
Trustees of Dualtech Training Center; Director
of Family Alliance, Inc.,, Margarita Land, Inc.,
East Offices, Inc. from 2005 to 2018; Chairman
of A.V. Ocampo-ATR Kimeng Insurance Broker,
Inc. from 2005 to 2017; and President and CEO
of PET Plans, Inc and PETNET, Inc. from 2003 to
2018. Mr. Ocampo is a graduate of Georgetown
University with a degree in Bachelor Science in
Business Administration, Major in Finance and
proceeded to the University of Asia and Pacific to
take up Strategic Business Economics program.

BEATRIZ B. ROMULO
68, FILIPINO

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

MANUEL G. SANTIAGO, JR.
63, FILIPINO

Serves as Director of Bangko Kabayan, Inc.
and currently the Chairman of the Board
of PETNET, Inc. and SEVP/Chief Operating
Officer of City Savings Bank. He has been a
Director of Progressive Bank Inc. and First
Union Direct Corporation. He previously holds
various positions in Union Bank Philippines.
Some of which are EVP and Chief Mass Market
and Financial Executive, EVP and Head of
Consumer Finance Center and SVP and Credit
Card Business Head. He was also previously
connected with Far East Bank and Trust Co.
as VP and Head of Credit Card Services and
American Express Bank in Jakarta Indonesia
and in Manila as Director of Operations. Mr.
Santiago graduated from University of Sto.
Tomas with the degree of Bachelor of Arts
major in Economics.

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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TEODORO M. PANGANIBAN
71, FILIPINO

Serves as a Director of Bangko Kabayan Inc. He
is also currently the Chairman of the Board of
First Agro-Industrial Rural Bank, Inc. and holds
a directorship in First Union Direct Corporation,
Robinsons Bank, Maxicare Life Insurance
Corporation and Maxicare Healthcare Corporation.
His work experience includes: Director (Nominee/
Representative of UBP) of Philippine Clearing
House Corporation from 2004 to 2019; Senior
Adviser to the Board of City Savings from 2018
to 2019; Vice Chairman of Philippine Resources
Savings Banking Corporation from 2018 to 2019;
Special Assistant to the Chairman (Consultant) of
Union Bank of the Philippines from 2014 to 2019;
Director of City Savings from 2013 to 2018; EVP —
Chief Risk Officer of Union Bank of the Philippines
from 2011 to 2014; and EVP — Head, Channels
Management Center of Union Bank of the
Philippines from 2001 to 2011. Mr. Panganiban
graduated from the University of the Philippines
with a degree in BSBA Accounting.
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FRANCIS S. GANZON
72, FILIPINO

Serves as a Director of Bangko Kabayan Inc.
He served as President, Chairman and Vice
Chairman of the BOD of Bangko Kabayan Inc.
from 2007 to March 11, 2020; President, Rural
Bankers Association of the Philippines from
2006 to 2007; Board of Trustees Member, De
La Salle —Lipa from 1995 to 2005); Chairman of
the Board, Villa Vicenta Farms, Inc from 1985 to
1993; Executive Director/Assistant Secretary,
DOTC Telecommunication Office from 1989 to
1992; Corporate Secretary, Synthetic Textile
Mills, Inc. from 1977 to 1980; Associate Lawyer,
De Santos, Balgos & Perez Law from 1976 to
1978; Vice Chairman of the Board of Directors
from 1992 to 2007; President from 1992 to
2007, Corporate Secretary 1986 Director from
1979 to 1986, Ibaan Rural Bank .Mr. Ganzon
graduated from De La Salle-Bacolod with a
degree in AB Political Science and a degree in
Bachelor of Law at Ateneo De Manila.

MARIA TERESA M. GANZON
68, FILIPINO

She currently serves as a Director of Bangko
Kabayan Inc. Past positions held include:
Bangko Kabayan Inc. Director from 2007 to
2018; Chairman of the BOD from March 2020
to January 2021 and from 2018 to 2019;
Corporate Secretary from 2015 to 2017;
Managing Director for Human Resource from
2012 to 2017; Managing Director for Strategic
Planning for the year 2012 and Personnel
Officer/Corporate Secretary from 1979 to 1986.
Ms. Ganzon graduated from the University of
the Philippines with a degree in AB Journalism
and a Master in Entrepreneurship at the Asian
Institute of Management.



DANILO J. MOJICA II
62, FILIPINO

Serves as an Independent Director of Bangko
Kabayan Inc. Heis also currently connected with
RMR Capital Inc. and Code Gakko as Director,
Island Stays Hotel as Managing Director and
with City Savings Bank and PETNET, Inc. as
Independent Director. He also serves as Project
Consultant of FEXCO Philippines Inc. and
Program Director of the University of Asia and
the Pacific since 2019. He is also the President
and CEO (Owner) of Tailwind Digital Solutions.
Mr. Mojica took up B.A. major on Philosophy
at the Ateneo De Manila University, Masters in
Business Economics at the University of Asia
and the Pacific and PhD Leadership Business
track at the Ateneo De Manila University.

MARDONIO C. CERVANTES
70, FILIPINO

Serves as the Director of Bangko Kabayan,
Inc. He is also currently connected with
Progressive Bank as an Independent Director.
He was connected with Insular Bank of Asia
& America as Internal Audit Leader; as Senior
Assistant Manager of PCI Bank from January
2, 1985 to October 15, 1985; as First Vice
President and Head of Treasury from 1985
to 2012 of the Unionbank of the Philippines;
and as Consultant-Treasury from 2013 to
2015 of the Union Bank of the Philippines. Dir.
Cervantes graduated from University of San
Jose Recoletos-Cebu City with a degree of
Bachelor of Science Major in Accounting and
Master in Management at University of San
Jose Recoletos-Cebu City.

TERESITA G. DOMALANTA
77, FILIPINO

Serves as Director of Bangko Kabayan, Inc.
She is currently connected with City Savings
Bank Inc and First Agro-Industrial Rural
Bank as an Independent Director. She was
an Adviser/Consultant of the UnionBank CSR
Learning Initiative from 2006 to 2010; Career
Executive Officer III and Regional Director of
the Department of Education - National Capital
Region (NCR) and Cagayan Valley - Region
02; Consultant of the Government Service
Insurance System from 2006 to 2009; and
an Independent Director of the Philippine
Resources Savings Banking Corporation from
2018 to 2019. Dir.Domalanta graduated from
Philippine Normal College with a degree of
Bachelor of Science in Elementary Education
and Master of Arts in Education both from
the Philippine Normal College and Doctor of
Education at the UP Consortium and North
Eastern University.
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Change in the Board of Directors

New Directors Period Directorship
Mardonio C. Cervantes March 19, 2022 Independent Director
Teresita G. Domalanta March 19, 2022 Independent Director

Performance Assessment Program

Periodically, the Board of Directors conduct a self-assessment of its performance against
established criteria for purposes of assessing its effectiveness. Performance assessment serves
as the board’s tool to improve its structure, composition, practices and procedures.

The Chief Compliance Officer prepares the overall report and submits the same to the board for
discussion and action to improve effectiveness.

20 2022 ANNUAL REPORT



SENIOR MANAGEMENT

BEATRIZ B. ROMULO
68, FILIPINO

Holds the position of Director,
President and CEO of Bangko
Kabayan Inc. She is also currently
a Director of Progressive Bank,
PETNET, Inc., First Union Direct
Corporation and UBP Investments
Corporation. She is also a Trustee
and Treasurer of CPR Foundation.
In the past, she was a director of
Strongview Inc. and PR Savings
Bank. An Independent Director
of Finscore Inc. She also served
as Senior Adviser/Consultant and
Executive Vice President of Union
Bank of the Philippines. Ms. Romulo
is a graduate of St. Paul College with
a degree in AB Economics and a
Master in Business Administration at
Ateneo Graduate School.

LEANDRO B. OFRECIO
42, FILIPINO

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

LIZA V. MERCADO
59, FILIPINO

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

CHERRY LOU B.

BENEDICTO
39, FILIPINO

Serves as Corporate Planning
Head. She is a Certified Public
Accountant and a Certified
Treasury Professional. She has
been with Bangko Kabayan Inc.
since 2005 and held key positions
namely: Treasury Offcer/MIS Head
from 2018 to 2021, Comptroller/
Budget Officer from 2015 to 2018
and Chief Accountant from 2008 to
2015. Ms. Benedicto is a graduate
of Lyceum of the Philippines
University with a degree in BS
Accountancy and a Master in
Business Administration.

REY V. ORENSE
44, FILIPINO

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

DIMACULANGAN
39, FILIPINO

Serves as Credit Group Head.
She held key positions in Bangko
Kabayan Inc. from 2005 to 2020 as
Credit Management Head, Corporate
Planning and Business Continuity
Officer, Special Assistant to Credit
Group Head, Loans Monitoring Unit
Head, Credit Support Department-
Assistant Department Head, Credit
Processing Unit Head, and Assistant
Private Banking-Assistant Manager.
Ms. Dimaculangan graduated from
Batangas State University with a
degree in BS Financial Management
and a Master in Business
Administration at the Golden Gate
Colleges.

22 2022 ANNUAL REPORT

NIMROD E. DELA PENA
56, FILIPINO

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

LEAH B. JARENO
54, FILIPINO

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

FE H. MANALO
40, FILIPINO

Serves as the Internal Audit Officer-
in-Charge. She held key positions
in Bangko Kabayan Inc. from 2007
to 2022 as Branch Audit Unit Head,

Senior Auditor, Junior Auditor,
Microfinance  Account  Officer,
Senior  Microfinance  Account

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

NORMA P. COMETA
49, FILIPINO

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



MARIETA B. PATAL
42, FILIPINO

Serves as the Risk Officer of the
bank. She is a Certified Data
Protection Officer Ace Level 1. She
has been with Bangko Kabayan Inc.
since 2002 and held key positions
namely: Information Technology
Department Head from 2018 to
2019, IT Operations Head 2017 to
2018, System Administrator from
2013 to 2017, Information Security
Officer from 2012 to 2013, and
Senior MIS Assistant from 2007 to
2012. Ms. Patal graduated from the
Batangas State University with a
degree in BS Computer Science and
a Master in Business Administration
at the Golden Gate Colleges.

EULALIA G. PEREZ
50, FILIPINO

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

ROLDAN C. RAGOT
47, FILIPINO

Serves as the Corporate Support
Group (CSG) Head of Bangko
Kabayan. He was a previous HR Head
of the bank from May 2016 until Feb
2017 and returned back to BK as CSG
Head in Feb 2022 . He has a straight
degree in business administration:
Master in Business Management
in Human Resource Management
(University of Batangas); BS Business
Administration in Human Resource
Development Management and a
Doctorate in Business Administration
both at the Lyceum of the Philippines
University Batangas. He is also a
graduate of BS Psychology at the Far
Eastern University Manila and got a
Master of Arts degree in Education
(MAEd) major in  Educational
Administration at the University of
Batangas. He is a Certified Human
Resource Associate and a Licensed
Psychometrician.

VIC P. GUTIERREZ
40, FILIPINO

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

Serves as the Treasury Officer
of the bank. She is a Certified
Public Accountant and a Certified
Treasury Professional. She has
been with Bangko Kabayan Inc.
since 2008 and held key positions
namely: Chief Accountant from
2015102021, Accounting Assistant
Manager from 2013 to 2015,
Senior Accountant from 2010 to
2013, and Accountant 1 from 2008
to 2010. Ms. Gutierrez is a graduate
of University of Batangas with a
degree in BS Accountancy and a
Master in Business Administration
at the Batangas State University.
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Performance Assessment Program for Senior
Management

On an annual basis, each member of the Bangko Kabayan's
Senior Management is being evaluated in accordance with the
Bank’s performance on achieving its organizational objectives
and goals.

Performance Objectives and Targets

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

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

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

President
- Bankwide PMS Rating

Chief Operating Officer
- Rating of Credit Group Head
- Rating of Inclusive Finance Group Head
- Rating of Branch Banking Group Head

Chief Finance Officer
- Rating of the Chief Accountant
- Rating of the Treasury Officer

Corporate Planning Head
- Bankwide PMS Rating
- Profitability
- Rating of Marketing and Communications Manager
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Branch Banking Group Head
- Rating of Area Managers
- Rating of Branch Administration and
Development Officer

Credit Group Head
- Past Due Ratio
- Rating of Credit Management Department (CMD)
- Rating of Credit Support Department (CSD)
- Rating of Remedial Management Unit (RMU)
- Rating of Real and Other Properties Department
(ROPA)

Inclusive Finance Group Head
- Inclusive Finance Portfolio
- Portfolio at Risk Ratio (PARR)
- Audit Rating
- Rating of Inclusive Finance Personnel

Operations Group Head
- Rating of Operation Control Officer
- Audit Rating
- Rating of CPSU
- Rating of QUA

Internal Audit Head
- Accomplishment of Audit Plan
- Rating of the Board
- Share of IA on Recent BSP Findings
- SAFr Rating
- Staff Rating

Chief Compliance Officer
- Rating of the Board
- Share of Compliance in BSP Findings
- SAFr Rating
- Internal Audit Rating

Risk Officer
- Timeliness of Risk Assessment Report Delivery
- Rating of the Board
- SAFr Rating
- Share on BSP Findings
- Audit Rating

Chief Information Officer
- Rating of the Board
- Rating of IT Head

Corporate Support Group Head
- Rating of HR Head
- Rating of GSAD Head

ISO / DPO
- Rating of DSA
- Audit Rating
- Implementation of Information and DP Program

Treasury Officer
- Profitability
- Fund Management
- Reports Submission
- Audit Rating



MANAGEMENT COMMITTEES

Management Committee (ManCom)

The Management Committee provides a mechanism to engage
within the limits set by board, in decision making, relating to
the transaction routine, administrative matters, oversight and
communication of important organizational matters.

Members:
1. CEQO/President
2. Chief Operating Officer
3. Chief Financial Officer
4. Corporate Planning Head
5. Branch Banking Group Head
6. Credit Group Head
7. Inclusive Finance Group Head
8. Operations Group Head
9. Chief Information Officer
10. Corporate Support Group Head
11. Information Security Officer / Data Privacy Officer
12. Treasury Officer
13. Area Heads
14. Branch Administration and Development Officer
15. HR Head
16. IT Head
17. Chief Accountant
18. Project and Policy Officer - Designated Secretary

Resource Person
1. Internal Audit Head
2. Risk Officer
3. Chief Compliance Officer

Personnel Committee (PerCom)

The Personnel Committee provides direction and decision-
making for employee policies, compensation and benefits, legal
compliance and staff evaluation and trainings. The Personnel
Committee ensures that all employees have the training and
tools to perform their jobs, are held accountable for achieving
goals, and are compensated appropriately for their efforts.

Members:
1. Corporate Support Group Head
2. HR Head
3. Operations Group Head
4. Labor and Employee Engagement Specialist
- Designated Secretary

Asset and Liability Committee

The Asset/Liability Committee (ALCO) has been established to
assess the adequacy and monitor the implementation, of the
Bank and Company’s Asset/ Liability Management policy and
related procedures. The ALM Policy will include specific policies
and procedures relating to (i) interest rate risk, (ii) market/
investment risk, (iii) liquidity risk, (iv) credit risk, and (v) capital
risk.

Members:
1. President
2. Chief Financial Officer
3. Chief Operating Officer
4. Credit Group Head
5. Treasury Officer - Designated Secretary

Executive Credit Committee (ExeCreCom)

In line with the Bank’s thrust of maintaining a high quality, sound
and profitable loan portfolio, the Executive Credit Committee
was formed to evaluate and approve loan accounts within its
credit approval authority. They are responsible to review credit
policies and procedures, recommend changes, if necessary.
To ensure continues effectiveness of loan product, review of
performance are done to act/resolve credit risk limit breached
as discussed with the risk board committee.

The Committee carries out the following responsibilities:

(1) Reviewing and approving credit decision that may pose
material risks to the Bank’s business strategy or
reputation,

(2) Reviewing the financial results of the Bank and
determining action plans and

(3) Reviewing and approving all loans and credit
transactions with the scope of its authority.

Members:
1. President - BOD Member
2. Chief Financial Officer
3. Chief Operating Officer
4. Credit Group Head
5. Credit Management Head

Business Continuity Plan Committee

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

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

Member of Crisis Management Team:
. Branch Banking Group Head

. Chief Compliance Officer

. HRD Head

. GSAD Head

IT Head

. Treasury Officer

. Inclusive Finance Group Head

. Operations Control Officer

. Security and Safety Officer

CONOUTAWNH

Members of Business Recovery Team:

. Corporate Planning Head

. Corporate Support Group Head

. Credit Group Head

. Risk Officer - Designated Secretary

. Chief Accountant

. Marketing and Communications Manager
. Remedial Management Unit Head

. ROPA Head

ONOUTRARWN =

Retirement Committee

The Retirement Committee ensures the implementation of the
rules and procedures set forth on Bank’s policy on Retirement
and Death Benefit. They also interpret the meaning, coverage
and application of the provisions of the Retirement Plan.
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Members:
1. Chief Financial Officer
2. Chief Operating Officer
3. Corporate Support Group Head
4. Treasury Officer
5. HR Head

Consumer Protection Committee

The Consumer Protection Committee is responsible for
developing the bank’s consumer protection strategy
and establishing an effective oversight over the bank’s
consumer protection program.

Members:
1. Chief Financial Officer
2. Chief Compliance Officer
3. Risk Officer
4. Corporate Planning Head
5. Consumer Affairs Head - Designated Secretary
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ORIENTATION &

EDUCATION PROGRAM

Bangko Kabayan believes that the continuing development
of people behind its operations is imperative to guarantee its
success. Thus, Bangko Kabayan designed a training program
for its Board of Directors and Senior Management to make sure
that they continuously possess qualifications for the position
they are handling and that they are kept abreast with the
different developments in the banking as well as to keep them
updated with the different developments specifically in the
banking industry, and the financial economy, in general. At a
minimum, each of the members of the BOD must have attended
the Corporate Governance and Risk Management Seminar
which should be taken within six (6) months upon appointment
from a BSP accredited organization. For continuing professional
education, the members of the BOD may opt to attend any of
the following professional trainings:

o Professional Director’s Program

¢ Enhancing Audit Committee Effectiveness

e Finance for Directors

¢ Advance Corporate Governance Training

e Legal Liabilities and Proceedings affecting banks and

their directors
¢ Anti-Money Laundering Act

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

Other trainings that they may be required to attend depending
on the requirements of their jobs are as follows:
e Labor Relations, Human Relations and Productivity
e Strategic Planning and Management
o Strategic Risk Management
« Effective Auditing Techniques and Methodologies
¢ Treasury Management
» Disaster Recovery and Business Continuity Management
o Customer Relations Management
e Compliance Management System Assessment Seminar
¢ Updates on various regulations
¢ Trends on Information Technology

SUCCESSION PLAN

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

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

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

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

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

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

a. President / Chief Executive Officer
b. Chief Operating Officer

c. Chief Financial Officer

d. Corporate Planning Head

e. Branch Banking Group Head



f. Credit Group Head

g. Inclusive Finance Group Head

h. Operations Group Head

i. Internal Audit Head

j. Chief Compliance Officer

k. Risk Officer

I. Chief Information Officer

m. Corporate Support Group Head

o. Information Security Officer / Data Privacy Officer
p. Treasury Officer

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

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

a. Key Result Areas and Key Competencies and Skills
Key result areas, includes but not limited to portfolio and
deposit volume targets, portfolio management, financial
ratios, processing turn-around time, etc., for each position
were identified. Similarly, education, experience and
competencies required were also laid down. This is to
ensure that the most suited successor can be put in place.

b. Criticality and the vacancy risk of the positions
The position’s overall impact in the achievement of the bank’s
goals, as well as the imminence of losing the incumbent were
also determined. These information are vital in identifying the
priority positions needing immediate replacements.

The position’s criticality is assessed using the degree or
complexity of skills or knowledge that the incumbent must
possess while the vacancy risk is assessed based on the
incumbent’s age, marketability of skills and experience,
tenure, life events or circumstances, future plans of the
incumbent.

¢. Management Development Program (MDP)
The management development program is a plan that aims
to prepare the potential successors in assuming the position.
It outlines the training programs that a potential successor
must go through to augment the competencies that s/he
currently possesses. It is a combination of classroom and
practical trainings, which the potential successor, may take
in a defined span of time.

RETIREMENT POLICY

Board of Directors

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

Officers and Other Employees

1. Eligibility for Membership

a. Membership in the Employee Retirement Plan shall be
automatic for all officers and employees of Bangko
Kabayan who are considered having regular employment
status.

b. Membership will commence retroactively on the first day
of the month coincident with or next following his
attainment of regular employment status.

2. Normal Retirement Benefit

a. The normal retirement date of an employee shall be the
first day of the month coincident with or next following
attainment of age sixty (60) with at least five (5) years of
credited service.

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

3. Early Retirement Benefit

a. With the consent of the management, an employee may
opt to retire prior to his normal retirement provided he
has completed at least ten (10) years of credited service
regardless of the employee’s age

b. The early retirement benefit shall be a sum equal to a
percentage of the employee’s salary for every year of
credited service in accordance with the following
schedule:

Years of Credited Service  Retirement Percentage

Less than 10 years 0%
10 to 14 years 100%
15 to 19 years 125%
20 years or more 150%

4. Late Retirement Benefit

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

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

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

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

The members of the board of directors will fix their compensation
and reasonable per diems for attendance in meetings. Provided,
that the compensation other than per diems shall have the
prior conformity of the stockholders representing at least a
majority of the outstanding capital stock at a regular or special
stockholders” meeting. Provided further, that the amount
shall not be more than ten percent (10%) of the net income
before tax of the Bank during the preceding year. Additional
remuneration is given as it is necessary for the bank to continue
to recruit and retain highly qualified Directors. A reflective of the
importance given by the Bank on Corporate Governance.

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

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

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

DIVIDEND POLICY

Dividends declared by Bangko Kabayan are taken from the re-
tained earnings of the bank and are governed by the policies
set by the Bangko Sentral ng Pilipinas. The declaration of div-
idends, both cash and stock, are approved by the majority of
the Board of Directors, subject to a ratification of the majority
during the annual stockholder’s meeting. No dividend was de-
clared for year 2022.
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RELATED PARTY

TRANSACTION POLICY

The Bank allows transactions with related parties. However,
BK ensures such transactions are conducted in an arm’s length
manner or in the ordinary course of business. Each Director,
Stockholder or Officer is responsible to declare any Related
Party Transactions and the material interest that they, or an
immediate family member, may have with the bank.

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

The Corporate Governance Committee review and endorse for
board approval material related party transactions.

The Board assures that all terms such as price, commissions,
interest rates, fees, tenor, collateral requirement, contracts of
related party transactions are within standard, as if they were
applied to non-related parties. A material aggregate amount for
a period of twelve (12) months from January to December of
the financial year are set and approved by the Board as basis of
the amount subject for review and approval of the board. The

Bank shall be guided by the following internal RPT Limits, for

monitoring purposes, subject to the existing and separate
prudential limits for DOSRI, Subsidiaries, and Affiliates.

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

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

The members of the board, stockholders and management shall
disclose to the board whether they directly, indirectly or on behalf
of third parties, have financial interests in any transactions or
matter affecting the bank. Directors and officers with personal
interests on the related party transactions abstain from the
discussion, approval and management of such transaction or
matter affecting the bank.

For restitution of losses or other remedies for abusive RPTs;
Personnel, officers or directors, who have been remiss in their
duties in handling Related party transaction shall be accountable
on losses and opportunity costs incurred by the bank arising
from the transactions that are not engaged on arm’s length
terms.

For the year 2022, the Material Related Party Transactions
approved by the Board, existing and with balance as of
December 31 are as follows:

Nature of Aggregate Amount
Related Party Transaction in Php Million
Deposits 89.7
Union Bank of the
Philippines Credit Line No Outstanding 170
Ultimate Parent Facilities Availment
Company
Union Bank of the Retirement
Philippines (Trust and Fund Agreement 42.89
Investment Group)
Bonds with
] coupon interest of 9.5
Affiliates 5.28% due on '
Aboitiz Power stockholders .and October 10, 2023
Co i related parties Investment -
rporation under common Bonds with
ownership coupon interest of 50
3.82% due on
March 16, 2023




Conglomerate Map
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SELF-ASSESSMENT

FUNCTIONS

Audit Committee

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

Among the duties and responsibilities of the Audit Committee
are:
a. Oversee the financial reporting framework.
- Oversee the financial reporting process, practices, and
controls.
- Ensure that the reporting framework enables the
generation and preparation of accurate and
comprehensive information and reports.

b. Monitor and evaluate the adequacy and effectiveness of the
internal control system.

- Oversee the implementation of internal control policies
and activities.

- Ensure that periodic assessment of internal control system
is conducted to identify the weakness and evaluate its
robustness considering BK's risk profile and strategic
direction.

c. Oversee the internal audit function.

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

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

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

- Review and approve the performance and compensation
of the IAD Head.

d. Oversee the external audit function.

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

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

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

Establish whistleblowing mechanism.
- Establish and maintain mechanisms by which officers and
staff shall, in confidence, raise concerns about possible

improprieties or malpractices in matters of financial
reporting, internal control, auditing or other issues to
persons or entities that have the power to take corrective
action.

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

Internal Audit

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



and the Internal Audit Head functionally meet a minimum of four
(4) times a year and as many times as the committee deems
necessary with regards to the IA work programs, reports, and
status of recommendations.

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

Internal Audit provides an independent and objective review
and advisory service to provide assurance to the Board of Di-
rectors that Bangko Kabayan’s financial and operational controls
designed to manage the organization’s risks and achieve the
entity’s objectives are operating in an efficient, effective and
ethical manner, and assist management in improving the en-
tity’s business performance. The ability of BKI's internal audit
activity to achieve desired objectives depends largely on the in-
dependence of its audit personnel. Generally, the position of the
auditor within the organizational structure of the institution, the
reporting authority or audit results, and the auditor’s responsi-
bilities indicate the degree of auditor independence. The board
should ensure that IA does not participate in activities that may
compromise its independence. The internal audit activity may,
however, engage in consulting activities that provide advice and
direction in areas for which the internal auditor possesses the
necessary skills and knowledge. IAD conducts an assurance and
advisory engagements based on a forward-looking risk-based
audit plan that is consistent with the Bank's strategic plans and
priorities.

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

The department is divided into four (4) units namely the Branch,
Executive, Information Systems Audit units, and the newly cre-
ated Data Analytics and Fraud Investigation Unit. Branch Audit
Unit is primarily responsible in conducting the operations and
compliance audit of branches while the Executive Audit Unit is
in charge of the audit of the executive or head office business
units. On the other hand, Information Systems Audit Unit is
responsible for the audit of Information Security and Technolo-
gy controls that support BK’'s business operations. Lastly, Data
Analytics and Fraud Investigation (DAFI) Unit is in-charge to
conduct investigations in aid of administrative or criminal pro-
ceedings in compliance with Code of Conduct. DAFI unit would
also expand the continuous auditing capability of IAD.

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

External Audit

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

Compliance

Compliance Function is an independent function that defines,
advises on, monitors and reports on the Bank’s compliance risk.
The compliance function facilitates effective management of
compliance risk by:

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

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

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

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

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

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

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

Status
a. Independence
i. The compliance function is independent from the business
activities of the Bank.
ii. Itisgiven sufficient resources to carry out its responsibilities
on its own initiative.
iii. It has the right to conduct investigation and is free to
report to Senior Management, Audit Committee and/
or the Board of Directors material breaches of the
Compliance Program and/or laws, rules and standards,
without fear of retaliation or disfavor from Management
or other affected parties.
iv. It has access to all operational areas as well as any
records or files necessary enabling it to carry out its duties
and responsibilities.

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

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

ii. Has the right to require any member of the Management
and Staff to promptly supply information and/or
explanations as may be needed to carry out his/her
functions.
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c. Reporting Lines
The Chief Compliance Officer (CCO) is appointed by the
Board of Directors subject to the confirmation of the BSP.
He / She is functionally and administratively under the direct
supervision of the Board of Directors (through the Corporate
Governance Committee) and the President, respectively.

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

The CCO seeks legal advice from the Legal Officer on banking
and corporate laws compliance matters. As necessary, the
Legal Officer also arranges consultation with external experts.
The CCO retains primary responsibility for relations with the
regulatory agencies and is involved in responding to external
compliance-related inquiries.

The parent bank Compliance and Corporate Governance Office
has Subsidiaries oversight on the Compliance function of the
bank to ensure consistency and alignment between UBP and its
subsidiaries and affiliates with respect to compliance with the
regulatory agencies and reporting requirements.

The Compliance System is also subject to periodic reviews by
the Internal Audit Department.
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CONSUMER PROTECTION

PRACTICES

Bangko Kabayan designed this policy to protect the interests
of the consumer, promote the general welfare of the customer
and to establish standards of conduct for business and its
employees, by adopting the following measures:

1. Protection against deceptive, unfair and
unconscionable acts and practices.

2. Provision of information and education to
facilitate sound choice and the proper
exercise of rights by the consumer.

3. Provision of adequate rights and means of
redress

4. Provision of a reporting system/avenue that
will allow the bank customers’ to raise their
concerns whether complaint or request with
regards to the bank’s products, services as
well as its employees.

The Board of Directors is primarily responsible for approving
and overseeing the implementation of the consumer protection
policies as well as the mechanism to ensure compliance with
the said policies. The Board is also responsible in monitoring
and overseeing the performance of the Senior Management
in managing the day to day consumer protection activities
to ensure the delivery of effective recourse to the consumer.
The Senior Management on the the hand is responsible for
the implementation of the consumer protection policies duly
approved by the Board as well as the mechanism to ensure
compliance and implementation of the said policies.

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

Process Flow of Consumer Assistance Management

The Consumer Assistance Officer (CAO) receive and acknowledge consumer concerns through phone, email, Facebook, and branch walk-ins. Record
concerns in a database, make an initial review and investigate. Evaluate and process the concerns, provide official reply to the consumer. Request
client feedback, generate and submit report to the Head CAO for consolidation and recommendation on how to avoid recurring complaints and

suggestions for process/personnel competency improvement, as needed.



Bangko Kabayan Inc. ensures that applicable terms and
conditions of the product or services are explain in @ manner
that clients understand the terms of contract, including the
right of consumer protection. The bank adopts the Consumer
Assistance Management Systems, a policy to protect the
consumer. It includes a provision for an avenue that will allow
bank customers’ to raise their concern either it is complaint and
request. Consumer Assistance Officer (CAO) in each unit are
designated, to handle customer concerns and elevate the same
to Consumer Protection Committee if it cannot be resolves at
his end. The Head CAO is the lead implementor of the CAMS,
he monitors complaints received and escalate it to concerned
unit for resolution. Ensure that recommended solutions to
avoid occurrence, and the suggestions for process or personal
competency needing improvement are implemented.

Summary of Client Concern

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK)
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CORPORATE SOCIAL

RESPONSIBILITY

In line with its mission of creating financial inclusion and
promoting economic development, Bangko Kabayan is
committed to investing and developing communities to create
brighter prospects for its people. Taking this true to heart, our
employees rolled out 25 Bayani ng Komunidad projects through
Bangko Kabayan Foundation Inc. (BKFI) which are mainly
centered on the following:

1. Covid responses;

2. Hunger response through Digital Challenge for
Companies, a campaign launched by Action Against
Hunger in partnership with the Philippine Business for
Social Progress (PBSP). Through teamwork, perseverance,
and the spirit of charity, the 10-member bicycle team
of Bangko Kabayan Foundation, Inc. (BKFI) was able to
donate 2,583 kilometers in four weeks to fight hunger in
the Philippines;

3. Installation of solar lights in dark barangay roads to help
prevent accidents and crimes in different parts of
Batangas;

4. Brigada Eskwela Activities;

5. Eco bricks Projects

Overall, BK was able to transform 795 sacks of trash into Eco
brick projects. The combined activities of the foundation last
year directly benefited a total of 40,755 individuals in the
communities we serve.

We are happy to announce that BKFI received its second XTrash
Trophy Award last November 2022 wherein we were able to
collect 362 kilos of trash for the X-trash challenge.

BKFI also sponsored and conducted face-to-face Entrep Eskwela
sessions in 4 batches facilitated by the bank’s Entrep Eskwela
Guru which was participated by 88 micro-entrepreneurs.

Lastly, with the bank’s Annual Christmas Outreach facilitated by
BK employees in different communities in Batangas, Laguna,
and Quezon areas, BK was able to reach more or less 500
beneficiaries. Activities include reverse caroling with Noche
Buena Package, distribution of Pangkabuhayan packages, and
providing school supplies and Jollibee meals to indigenous
students.



CORPORATE INFORMATION

Organizational Structure

*Incumbent: Javier, Glady T. / HR
*Incumbent: Diomampo, Emmanuel T. / GSAD

Major Stockholders
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PRODUCTS & SERVICES

DEPOSIT PRODUCTS

Regular Savings

Initial cash deposit of PHP 500.00. Must
maintain @ minimum average daily balance of
P1,000.00.

Basic Savings

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

Regular Current Account

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

Automatic Transfer Account

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

BK Value Checking Account
A personal checking account with a minimum
requirement and lower maintaining balance.

Regular Time Deposit

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

Time Deposit Plus
A long term deposit with interest rate twice the
existing rate of regular time deposit.

Bibo Kid Savings
Offered to children aged 7 to 12 years old.
Initial cash deposit of at least P100.00.
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REGULAR LOAN PRODUCTS

Agricultural Loan

Loans for the cultivation, development and
improvement of agricultural land, raising of
poultry and livestock and improvement of
fishpond, and other development activities
related to agriculture. Minimum loanable
amount shall be P1,000,000.00 with Maximum
loanable amount shall no exceed Single
Borrower’s Limit

ANI Plus

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

SME Loan

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

Housing Loan

Available toindividuals requiring funds tofinance
the following: (a) Acquisition of residential lot;
(b) Acquisition of residential house and lot; (c)
Construction of residential house on lot already
owned or acquired; and (d) Renovation of
house. The maximum loanable amount shall
not be more than seventy percent (70%) of
the appraised value of the offered collateral are
properties other than the land where the house
shall be constructed. The maximum term is five
years with ten year factor.

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

Other Regular Loan Products

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

SUPERVISED CREDIT PRODUCTS

ANI LOAN

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

Kabayan MSE Loan

To finance additional working capital or asset
acquisition of micro-enterprise and newly
acquired small enterprise clients.

Minimum loan amount of P50,000 and
maximum of P500,000.

Kabayan MSE Plus

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

Other Supervised Credit
Educational Loan, Multi-Purpose Loan, Business
Builder Loan, and Home Improvement Loan

MICROFINANCE PRODUCTS

Kabayan Loan

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

Kabayan Plus

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

Kapitan Loan

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

Gabay Housing Loan

To finance improvement (major and minor)
on the structure of home, but not limited to
replacing doors, windows, and roofs; adding
rooms; installing utilities; toilet facilities;
painting; repairing wall; etc. Loanable amount
varies minimum of P10,000 with a maximum
of P150,000.

OTHER SERVICES

ATM PROVIDER
DBP, i2i Mobile ATM (selected branches)

LOAN PAYMENT CHANNELS
GCash, Palawan Remit to Account, PayMaya,
PesoNet, UBP Pay, ECPay

REMITTANCE SERVICES

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

FUND TRANSFER

BILLS PAYMENT



CORPORATE WEBSITE

www.bangkokabayan.com features the following:

ABOUT US NEWS ADVISORIES
DEPOSIT PRODUCTS LOAN PRODUCTS OTHER SERVICES
PROPERTIES FOR SALE FINANCIAL REPORTS

CAREERS BRANCH DIRECTORY CONTACT US
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BRANCH DIRECTORY

Head Office

Santiago Street, Poblacion Ibaan, Batangas
info@bangkokabayan.com

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

(043) 311-1152

Batangas

Agoncillo

J. Mendoza Street, Poblacion
Agoncillo, Batangas
agoncillo@bangkokabayan.com
(043) 740-1802

Balayan

Union St., Brgy. 5, Balayan, Batangas
balayan@bangkokabayan.com

(043) 740-3091

Batangas City

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

Calaca City

Marasigan Street, Poblacion 5
Calaca, Batangas
calaca@bangkokabayan.com
(043) 223-5221 / (043) 419-2705

Calatagan

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

Cuenca

National Road, Poblacion Cuenca, Batangas
cuenca@bangkokabayan.com

(043) 342-1481
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Ibaan

Santiago Street, Poblacion Ibaan, Batangas
ibaan@bangkokabayan.com

(043) 311-1303 / (043) 311-2804

Lemery

National Hi-way, Brgy. Palanas
Lemery, Batangas
lemery@bangkokabayan.com
(043) 740-6897 / (043) 411-0893

Lipa City

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

(043) 726-0295 / (043) 233-2483

Lobo (Branch Lite)

P. Burgos Street, Poblacion Lobo, Batangas
lobo@bangkokabayan.com

(043) 403-6529

Mabini

Poblacion, Mabini, Batangas
mabini@bangkokabyan.com
(043) 774-4420

Nasugbu

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

Rosario

Carandang Street, Poblacion C
Rosario, Batangas
rosario@bangkokabayan.com
(043) 321-1134

San Jose

Maicor Bldg., Makalintal Avenue Taysan
San Jose, Batangas
sanjose@bangkokabayan.com

(043) 726-2139 / (043) 233-2587

San Juan

Gen. Luna Street, Poblacion

San Juan, Batangas
sanjuan@bangkokabayan.com
(043) 575-3771 / (043) 233-2622

San Pascual

2680 National Road, Brgy. San Antonio
San Pascual, Batangas
sanpascual@bangkokabayan.com
(043) 727-1120 / (043) 233-2592

Talisay

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

Tanauan City

ELR Bldg., J.P. Laurel Highway, Brgy. 2
Tanauan City, Batangas
tanauan@bangkokabayan.com

(043) 784-3894

Laguna

Nagcarlan

Rizal Avenue, Poblacion 2 Nagcarlan, Laguna
nagcarlan@bangkokabayan.com

(049) 523-8599

Pagsanjan

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

Quezon

Atimonan

Rizal Street, cor. P. Enriquez Street

Brgy. Zone 1, Poblacion, Atimonan, Quezon
atimonan@bangkokabayan.com

(042) 322-4908

Gumaca

G/F Landig Building, P. Castillo Street
Brgy. Tabing Dagat, Gumaca, Quezon
gumaca@bangkokabayan.com

(042) 717-6728 / (042) 322-4913

Sariaya

General Luna Street, Poblacion 4
Sariaya, Quezon
sariaya@bangkokabayan.com
(042) 525-8788 / (042) 322-4906

Tiaong

Don V. Robles Street, Poblacion 1
Tiaong, Quezon

(042) 545-6621



SUSTAINABLE

FINANCE FRAMEWORK

Sustainability Strategic Objectives and
Risk Policy

The Sustainability Policy of Bangko Kabayan outlines the
company'’s view on the commitment to Sustainable Development
and the long term impact it creates on economic, social and
environmental aspects. It serves to formalize our engagement
and adhere to sustainable development regulations in our
business operations. This policy serves as a guide for the bank’s
corporate decision making and provides a reference on how we
deal with opportunities and risks in the context of direct and
indirect sustainability impact.

Bangko Kabayan Inc. recognizes that we have the opportunity
to create positive economic, environmental and social impacts
as it positions itself to be a market leader among market banks
in the country. The Bank also acknowledges the potential risks
and negative impacts of our own operations. The Bank commits
to introduce more innovative solutions for the seamless
customer experience in order to provide a better and more
inclusive banking experience for our clients, while strengthening
our engagement with partners, employees and all our other
stakeholders. Bangko Kabayan Inc. will continue to leverage
on its digital transformation initiatives to model a sustainability
path that is driven by investments in people, technology and
products.

The risk management approach is guided by the following:

- Understanding the characteristics of the E&S risks and
their direct and indirect impact to the clients and the bank;
Incorporating E & S risk considerations into all financing
activities;

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

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

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

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

Overview of E&S Risk Management System

Environmental and Social Risk Management System refers to the
policies, procedures and tools to identify, assess, monitor and
mitigate exposures to E&S risks. Managing Environment & Social
risk is an integral part of the bank’s sustainable development
initiative and credit risk assessment process. To protect the
bank’s safety and soundness without sacrificing servicing the
clients’ needs, proper management of lending business and
associated risk is needed. The bank needs to ensure that the
client’s financial and operational sustainability as well as the
collaterals subject to mortgage are not undermined by adverse
impacts on the environment and surrounding communities. In
addition, the bank also needs to have a clear understanding of
potential E & S risk and implications for a client’s operations
as well as the mitigations and programs set prior to extending
loans.

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

Products/services Aligned with Internationally
Recognized Sustainability Standards and
Practices

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

Information on existing & emerging E&S risks
and their impact on the bank

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

- Credit risk due to borrowers unable to fulfill the contractual
obligations associated with E&S issues, such as fines and/
or closure due to non-compliance with health and safety
requirements

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

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

- Liquidity risk due to collateral wherein internal resources

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

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

Upon assessment in 2022, there were no major E&S risks
assessed in terms of credit, legal, liquidity and operational risks
of Bangko Kabayan.

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

As the major clients of the bank are in the MSME sector, the top
industry in terms of outstanding balance is wholesale and retail.

This is followed by the real estate and agriculture industries.
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Other Initiatives to Promote Adherence to
Internationally Recognized Sustainability
Standards and Practices

In line with its mission of creating financial inclusion and
promoting economic development, the bank is committed to
invest and provide projects to its communities that integrate
environment and social criteria. Some of the projects initiated
by the bank includes:
1. Good Entrepreneurship
- Entrep-Eskwela - face to face sessions with MSME's for
clients and soon to be clients
- B.E.S.T. -Bangon Entrepreneurs at Sumabay sa
Tagumpay- online sessions with MSME's for clients and
soon to be clients during pandemic

2. Brigada Eskwela
3. Bayani ng Komunidad and Bayani ng Kalikasan - values
formation, environmental and sustainability projects
a. Eco-Bricks Projects in the communities, schools and BK
employees and their families
b. Environmental Awareness and Community Action
4. Inclusion
a .Outreach Programs
b. Digital Challenge- Fight Against Hunger
¢. Community Pantry
d. Covid Response
e. Natural Disasters Response (Volcanic Eruptions and
Storms)
f. Partnership with other entities in helping communities

Sustainability Implementation and
Transition Plan

Corporate orientation on Environmental
and Social Governance

Presentation and approval to the BOD
of the transition plan for the implementation
of the Sustainability Framework

Submission of the Transition Plan to BSP

Capability building initiatives

Board approval of policies related to
Sustainability, Human Rights, Code of Conduct,
Credit Risk Policy and Investment Policy

Cascade the policies and programs to
the whole organization

Continue capability building initiatives

Roll out of the activities related to the
Sustainability principles

Set targets and commitments



CAPITAL STRUCTURE & CAPITAL ADEQUACY

The Bank's regulatory capital position as of December 31, 2022 and 2021 is as follows:

QUALIFYING CAPITAL

Paid-in CS-Common Stock
Retained Earnings Free & Reserve
CURRENT YEAR INCOME

Other Comprehensive Income
TOTAL CAPITAL

Less:
Deferred Tax Assets
Intangible Assets

Total Outstaning Unsecured Credit Accomodation- DOSRI
Defined Benefit pension fund assets/liability

Total Tier 1

Tier 2

RE Reserve Others
Add: General Loan Loss
Total Tier 2

367,739,200.00
162,186,342.49
83,775,789.35

21,751,664.90 -

591,949,666.94

19,925,268.59
8,342,029.14

2,454,736.00

367,739,200.00
108,273,320.09
54,955,104.20
28,367,611.03
502,600,013.26

22,761,020.00
2,601,613.20

10,728,000.00

561,227,633.21

0
8,415,378.18
8,415,378.18

466,509,380.06

0
6,541,202.53
6,541,202.53

Total Qualifying Capital

569,643,011.39

473,050,582.59

Total Credit Risk Weigted Assets

Total Operational Risk Weighted Assets:

Total Risk Weighted Assets

Risk Based Capital Adequacy Ratio
Total CAR

CET1 CAR

Capital Conservation Buffer

2,092,891,631.66
618,284,594.23

1,930,433,266.89
614,922,841.55

2,711,176,225.89

2,545,356,108.44

21.01%
20.70%
14.70%

18.58%
18.33%
12.33%
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The reconciliation of all regulatory elements and/or regulatory adjustments/deductions is as follows

Tier 1 BSP REPORT 2022 Adjustment 2022 Restated
Paid-in CS-Common Stock 367,739,200.00 - 367,739,200.00
Retained Earnings Free & Reserve 162,186,342.49 68,761.02 162,117,581.47
CURRENT YEAR INCOME 83,775,789.35 463,150.49 84,238,939.84
Other Comprehensive Income 21,751,664.90 15,541.13 - 21,736,123.77
TOTAL CAPITAL 591,949,666.94 409,930.60 592,359,597.54
Less:

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

Defined Benefit pension fund assets 2,454,736.00 2,454,736.00
Total Tier 1 561,227,633.21 413,498.19 561,641,131.40
Tier 2

RE Reserve Others -

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

Total CAR 21.01% 0.01% 21.02%
CET1 CAR 20.70% 0.01% 20.71%
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Tier 1

Paid-in CS-Common Stock
Retained Earnings Free & Reserve
CURRENT YEAR INCOME

Other Comprehensive Income
TOTAL CAPITAL

Less:
Deferred Tax Assets

Intangible Assets

Total Outstaning Unsecured Credit Accomodation- DOSRI

Defined Benefit pension fund assets

BSP REPORT 2021

367,739,200.00
108,273,320.09
54,955,104.20
28,367,611.03
502,600,013.26

22,761,020.00
2,601,613.20

10,728,000.00

Adjustment 2021 Restated

- 367,739,200.00
- 108,273,320.09

25,767.41 54,980,871.61
8,325,565.75 - 20,042,045.28

8,351,333.16 510,951,346.42
2,723,603.34 20,037,416.66

- 2,601,613.20

10,728,000.00 -

Total Tier 1 466,509,380.06 21,802,936.50 488,312,316.56
Tier 2

RE Reserve Others 0

Add: General Loan Loss 6,541,202.53 243,199.00 6,298,003.53
Total Tier 2 6,541,202.53 243,199.00 6,298,003.53
Total Qualifying Capital 473,050,582.59 21,559,737.50 494,610,320.09
Total Credit Risk Weigted Assets 1,930,433,266.89 11,676,738.65 1,942,110,005.54

Total Operational Risk Weighted Assets:
Total Risk Weighted Assets

Risk Based Capital Adequacy Ratio
Total CAR
CET1 CAR

614,922,841.55

614,922,841.55

2,545,356,108.44 11,676,738.65 2,557,032,847.09
18.58% 0.76% 19.34%
18.33% 0.77% 19.10%
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The Computation of the Banks Credit Risk Weighted Assets is as follows:

Check & Other Cash Items

AFS-Corporate (AAA Rating)

HTM-Corporate (AAA Rating)

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

Performing MSME

Performing Housing Secured by 1st Mortgage
Due from Other Banks

Agriloans: Corporate

Loans to Private Corporations

Performing Housing not fully Secured by 1st Mortgage

Individuals-Agri Loans

Individuals- Consumptions & Other Purposes
Non Performing Loans

All Other Assets

SCR-Performing net

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

ROPA Net

Total Credit Risk Weighted Assets

AFS-Corporate (AAA Rating)

HTM-Corporate (AAA Rating)

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

Performing MSME

Performing Housing Secured by 1st Mortgage
Due from Other Banks

Agriloans: Corporate

Loans to Private Corporations

Performing Housing not fully Secured by 1st Mortgage

Individuals-Agri Loans

Individuals- Consumptions & Other Purposes
Non Performing Loans

All Other Assets

SCR-Performing net

Non Performing Other Loans Other Than Housing

SCR-Non Performing net
ROPA Net
Total Credit Risk Weighted Assets

Risk Weight

20%
20%
20%
20%
20%
50%
50%
50%
100%
100%
100%
100%
100%
100%
100%
100%
100%
150%
150%
150%

Risk Weight

20%
20%
20%
20%
50%
50%
50%
100%
100%
100%
100%
100%
100%
100%
100%
100%
150%
150%
150%

2022

Principal Amount

1,959,772.99
58,764,213.85
90,207,973.08
53,466,546.04
47,200,000.00
6,408,593.97

1,269,162,968.08

139,515,292.51
22,105,695.38
122,043,139.14
327,409,346.90
137,689,004.08
241,644,152.74
75,204,318.98
7,042,613.46
175,867,022.96
32,138,932.35
25,964,204.92
44,810,411.49
58,481,568.39

Risk Weighted Amount

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

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

2,092,891,631.66

2021

Principal Amount

96,353,816.27
90,207,973.08
35,506,196.55
90,420,000.00
17,893,450.49
1,058,974,126.39
114,816,269.85
119,844,494.03
130,736,604.59
216,241,976.14
128,282,971.68
199,867,899.80
64,126,077.38
5,859,659.58
165,053,473.43
12,857,647.57
25,759,380.78
31,777,825.66
95,278,088.32

Risk Weighted Amount

19,270,763.25
18,041,594.62
7,101,239.31
18,084,000.00
8,946,725.25
529,487,063.20
57,408,134.93
119,844,494.03
130,736,604.59
216,241,976.14
128,282,971.68
199,867,899.80
64,126,077.38
5,859,659.58
165,053,473.43
12,857,647.57
38,639,071.17
47,666,738.49
142,917,132.48

1,930,433,266.89




The Computation of the Banks Operational Weighted Assets is as follows:

2022
Nature of Item 2019 2020 2021
A.1 Interest Income 335,394,804.87 317,065,744.25 302,775,114.63
A.2 Interest Expense 15,951,642.48 15,830,342.91 12,777,816.54
A.3 Sub Total (A.1 minus A.2) 319,443,162.39 301,235,401.34 289,997,298.09

B. Other Non- Interest Income

Dividend Income

B.2 Fees & Commission 29,380,454.82 15,053,290.27 17,110,366.52
B.3  Gain from held for Trading
B.4  Gain from FVOCI

B.5 Forex 4,592.08 - 3,042.68 2,487.18
B.6 G/L on FV Adjustment in Hedge Accounting
B.7  Other Income 8,886,158.31 4,357,602.67 3,787,579.77
B.8 Sub Total (Sum of B.1 to B.7) 38,271,205.21 19,407,850.26 20,900,433.47
C. Gross Income (Sum of A.3 and B.8) 357,714,367.60 320,643,251.60 310,897,731.56
D. Capital Charge (multiply by Capital Charge Factor of 15%) 53,657,155.14 48,096,487.74 46,634,659.73
E. Adjusted Capital Charge 125% 61,828,459.42
2021
Nature of Item 2018 2019 2020
A.1  Interest Income 282,597,859.97 335,394,804.87 317,065,744.25
A.2  Interest Expense 14,739,089.44 15,951,642.48 15,830,342.91
A.3 Sub Total (A.1 minus A.2) 267,858,770.53 319,443,162.39 301,235,401.34

B. Other Non- Interest Income

Dividend Income
B.2 Fees & Commission 34,848,153.54 29,380,454.82 15,053,290.27
B.3 Gain from held for Trading
B.4  Gain from FVOCI

B.5 Forex - 877.29 4,592.08 - 3,042.68

B.6 G/L on FV Adjustment in Hedge Accounting

B.7  Other Income 2,812,880.50 8,886,158.31 4,357,602.67

B.8 Sub Total (Sum of B.1 to B.7) 37,660,156.75 38,271,205.21 19,407,850.26
C. Gross Income ( Sum of A.3 and B.8) 305,518,927.28 357,714,367.60 320,643,251.60
D. Capital Charge(multiply by Capital Charge Factor of 15%) 45,827,839.09 53,657,155.14 48,096,487.74
E. Adjusted Capital Charge 125% 61,492,284.16

F. TOTAL OPERATIONAL RISK WEIGHTED ASSETS ((E mulitoply by 10) 614,922,841.55
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BASEL Il LEVERAGE RATIO

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

Item Leverage Ratio Framework

1 Total consolidated assets as per published financial statements 1/ 3,619.427
2 Adjustment for investments in banking, financial, insurance or commercial entities that are consolidated for accounting purposes but outside the scope of

regulatory consolidation 2/
3 Adjustment for fiduciary assets recognized on the balance sheet pursuant to the operative accounting framework but excluded from the leverage ratio

exposure measure 2/
4 Adjustments for derivative financial instruments 0.000
5 Adjustments for securities financial transactions (i.e., repos and similar secured lending) 0.000
6 Adjustments for off-balance sheet items (i.e., conversion to credit equivalent amounts of off-balance sheet exposures) 9.678
7 Other adjustments -22.307
8 Leverage ratio exposure 3/ 3,606.798

Basel III Leverage Ratio Common Disclosure Template
Amounts in Million Pesos; Ratios in Percent

Item Leverage Ratio Framework
On-balance sheet exposures
1 On-balance sheet items 3,576.101
2 (Asset amounts deducted in determining Basel III Tier 1 Capital) -30.722
3 Total on-balance sheet exposures (excluding derivatives and SFTs) (sum of lines 1 and 2) 3,545.379

Derivative exposures

4 Replacement Cost associated with all derivatives transactions 0.000
5 Add-on amounts for Potential Future Exposure associated with all derivative transactions 0.000
6 Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant to the operative

accounting framework %

(Deductions of receivables assets for cash variation margin provided in derivatives transactions) 2

.

8 (Exempted CCP leg of client-cleared trade exposures) %

9 Adjusted effective notional amount of written credit derivatives

10 (Adjusted effective offsets and add-on deductions for written credit derivatives)

11 Total derivative exposures (sum of lines 4 to 10) 0.000
Securities financing transaction exposures

12 Gross SFT assets (with no recognition of netting) 51.741

13 (Netted amounts of cash payables and cash receivables of gross SFT assets)2/

14 CCR exposures for SFT assets

15 Agent transaction exposures ¥/
16 Total securities financing transaction exposures (sum of lines 12 to 15) 51.741
Other off-balance sheet exposures
17 Off-balance sheet exposure at gross notional amount 47.438
18 (Adjustments for conversion to credit equivalent amounts)
19 Off-balance sheet items 9.678
Capital and total exposures
20 Tier 1 capital 561.228
21 Total exposures (sum of lines 3, 11, 16 and 19) 3,606.798
Leverage ratio
22 Basel III leverage ratio 15.56%
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LIQUIDITY COVERAGE RATIO

as of December 31, 2022

PART I. CALCULATION OF LIQUIDITY COVERAGE RATIO

(In Absolute Amount)

Item Weighted Amount

A. Total Stock of High-Quality Liquid Assets (After Cap)/Net of A.3 and A4] 720,438,280.86
A.1 Stock of Level 1 Assets 594,341,524.61

A.2 Stock of Level 2 Assets 126,096,756.25

A.3 Total Stock of High Quality Liquid Assets (Before Cap) /Sum of A.1 and A.2] 720,438,280.86

A.4 Adjustment for 40% Cap on Level 2 Assets 0.00

B. Total Net Cash Outflows [Nef of B.1 and B.2] 184,379,708.14
B.1 Total Expected Cash Outflows 303,745,509.64

B.2 Total Expected Cash Inflows Before Ceiling 119,365,801.51

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

B.4 Total Expected Cash Inflows After Ceiling 119,365,801.51

C. LIQUIDITY COVERAGE RATIO f4/B] 390.74%
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PRODUCT PERFORMANCE

Regular Loans Supervised Loans
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Microfinance

BANGKO KABAYAN INC. (A PRIVATE DEVELOPMENT BANK) 49

































































































































































































































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

/BangkoKabayan

Bangko Kabayan Inc. is regulated by the Bangko Sentral ng Pilipinas (BSP).

Deposits are insured by PDIC up to Php 500,000.00 per depositor.

Bangko Kabayan Consumer Help Desk: (043) 311-1420 loc 214 / (0917) 879-2508

BSP Consumer Protection and Market Conduct Office: (02) 8708-7087
consumeraffairs@bsp.gov.ph
webchat at www.bsp.gov.ph



Hindi Basta Bangko, Kabayan pa!





