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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form

10-K

[X]

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended
December 31, 2022 2023
Or
[1
Transition report pursuant to Section 13 or 15(d) of the SecuritiesExchange Act of 1934
Commission File Number:
001-34084
POPULAR, INC.
Incorporated in the Commonwealth of
Puerto Rico
IRS Employer Identification No.
66-0667416
Principal Executive Offices
209 Mufioz Rivera Avenue
Hato Rey
Puerto Rico
00918
Telephone Number: (
787
)
765-9800

Securities registered pursuant to Section 12(b) of the Act:

Title of each class

Trading Symbol(s)

Name of each exchange on which registered

Common Stock ($0.01 par value)

BPOP

The

Nasdaq Global Select Stock Market

6.125% Cumulative Monthly Income Trust Preferred

Securities

BPOPM

The

Nasdaqg Global Select Stock Market

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes

X No

Indicate by check mark if the registrant is not requiredto file reports pursuant to Section 13 or Section 15(d) of the Act. Yes

No

X.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and
(2) has been subject to such filing requirements for the past 90 days.

Yes

X No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File requiredto be submitted pursuant to
Rule 405 of Regulation S-T (§232.405 of this chapter)during the preceding 12 months (or for such shorter period that the registrant was required to submit such files).
Yes

X No

Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth
company. See the definitions of “large accelerated filer,” “accelerated filer”, “smaller reporting company”

and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer

[X]
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DOCUMENTS INCORPORATED BY REFERENCE

Portions of Popular, Inc.’s definitive proxy statement relating to the 2023 2024 Annual Meeting of Stockholders of Popular, Inc. (the
“Proxy

Statement”) are incorporated herein by reference in response to Iltems 10 through 14 of Part lll. The Proxy Statement will be filed with
the Securities and Exchange Commission (the “SEC")on or about March 29, 2023 March 27, 2024.
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Forward-Looking Statements

This Form 10-K contains “forward-looking statements” within the meaning of the U.S. Private Securities Litigation Reform Act of

1995, including, without limitation, statements about Popular, Inc.’s (the “Corporation,” “Popular,” “we,” “us,” “our”) business,

financial condition, results of operations, plans, objectives and future performance. These statements are not guarantees of future performance, are based on
management’s current expectations and, by their nature, involve risks, uncertainties, estimates and assumptions. Potential factors, some of which are beyond the
Corporation’s control, could cause actual results to differ materially from those expressed in, or implied by, such forward-looking statements. Risks and uncertainties
include without limitation the effect of competitive and economic factors, and our reaction to those factors, the adequacy of the allowance for loan losses, delinquency
trends, market risk and the impact of interest rate changes, capital markets conditions, capital adequacy and liquidity, and the effect of legal and regulatory proceedings and
new accountingstandards on the Corporation’s financial condition and results of operations.

All statements contained herein that are not clearly historical in nature are forward-looking, and the words “anticipate,” “believe,”

“continues,” “expect,” “estimate,” “intend,” “project” and similar expressions and future or conditional verbs such as “will,” “would,”

“should,” “could,” “might,” “can,” “may” or similar expressions are generally intended to identify forward-looking statements.
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Various factors, some of which are beyond Popular’s control, could cause actual results to differ materially from those expressed in,
or implied by, such forward-looking statements. Factors that might cause such adifference include, but are not limited to:
(]
the rate of growth or decline in the economy and employment levels, as well as general business and economic conditions in the geographic areas we
serve and, in particular, in the Commonwealth of Puerto Rico (the
“Commaonwealth” ar “Puertn Rica™ where a sinnificant nartion of our hiisiness is eoneentrated concentrated:
.

8

We concentrate our lending activities in the following areas:

(1) Commercial. Commercial loans are comprised of (i) commercial and industrial (“C&I”) loans and leases to commercial customers for use in normal business
operations and to finance working capital needs, equipment purchases or other projects, and (ii)

commercial real estate (“CRE") loans (excluding construction loans) for income-producing real estate properties as well as owner-

occupied properties. C&| loans are underwritten individually and usually secured with the assets of the company and the personal guarantee of the business owners.
CRE loans consist of loans for income-producing real estate properties and the financing of owner-occupied facilities if there is real estate as collateral. Non-owner-
occupied CRE loans are generally made to finance office and industrial buildings, healthcare facilities, multifamily buildings and retail shopping centers and are repaid

through cash flows related to the operation, sale or refinancing of the property.

(2) Mortgage. Mortgage loans include residential mortgage loans to consumers for the purchase or refinancing of a residence and also include residential construction
loans made to individuals for the construction of refurbishment of their residence.

(3) Consumer. Consumer loans are mainly comprised of unsecured personal loans, credit cards, and automobile loans, credit cards, and automobile loans, and to a
lesser extent home equity lines of credit (“HELOCs") and other loans made by banks to individual borrowers.

(4) Construction. Construction loans are CRE loans to companies, community or homeowners’ associations, or developers used for the construction of a commercial
or the construction of a commercial or residential property for which repayment will be generated by the sale or permanent financing of the property. Our construction loan

portfolio primarily consists of retail, residential (land and (land and condominiums), office and warehouse product types.

(5) Lease Financings. Lease financings are offered by BPPR and are primarily comprised of automobile loans/leases made through automotive dealerships and equipment
lease financings. dealerships.

Business Concentration

Since our business activities are currently concentrated primarily in Puerto Rico, our results of operations and financial condition are dependent upon the general trends
of the Puerto Rico economy and, in particular, the residential and commercial real estate markets. The concentration of our operations in Puerto Rico exposes us to
greater risk than other banking companies with a wider geographic base. Our asset and revenue composition by geographical area is presented in “Financial
Information about

Geographic Areas” below and in Note 37 to the Consolidated Consolidated Financial Statements included in this Form 10-K.

Our loan portfolio is diversified by loan category. However, approximately 57% 55% of our loan portfolio at December 31, 2022 December 31, 2023 consisted of real estate-
related loans, including residential mortgage loans, construction loans and commercial loans secured by commercial real estate. The table below presents the distribution
of our loan portfolio by loan category at December 31, 2022. 2023.

Loan category

(Dollars in millions)

BPPR

%

PB

%

POPULAR

%

C&l

$3,796 4,796
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1720
$2,043 2,330
2122
$5,8397,126
1820

CRE

4,627 4,695

Form 10-K.

9
Credit Administration and Credit Policies
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Interest from our loan portfolios is our principal source of revenue. Whenever we make loans, we expose ourselves to credit risk. Credit risk is controlled and
monitored through active asset quality management, including the use of lending standards, thorough review of potential borrowers and through active asset

quality administration.

Business activities that expose us to credit risk are managed within the Board of Director's Risk Management policy,

and the Credit Risk Tolerance Limits policy, which establishe s establishes limits that consider factors such as maintaining a prudent balance of risk-taking across

diversified risk types and business units, compliance with regulatory guidance, and controlling the exposure to lower credit quality assets.

We maintain comprehensive credit policies for all lines of business in order to mitigate credit risk. Our credit policies are approved by our Board of Directors. These
policies set forth, among other things,

the objectives, scope and responsibilities of the credit management cycle. Our internal written procedures establish underwriting standards and procedures for
monitoring and evaluating loan portfolio quality and require prompt identification and quantification of asset quality deterioration or potential loss to ensure the

adequacy of the allowance for credit losses. These written procedures establish various approval and lending limit levels, ranging from bank branch or

department officers to managerial and senior management levels. Approval

levels are primarily determined by the amount, type of loan and risk characteristics of the credit facility.

Our credit policies and procedures establish documentation requirements for each loan and related collateral type,

when applicable, during the underwriting, closing and monitoring phases. For commercial and construction loans, during the initial loan underwriting process, the

credit policies require, at a minimum, historical financial statements or tax returns of the borrower, an analysis of financial information contained in a credit approval
package, a risk rating determination and reports from credit agencies and appraisal s for real estate-related loans when applicable . The credit policies also set forth

the required closing documentation depending on the loan and the collateral type.

Although we originate most of our loans internally in both the Puerto Rico and mainland United States markets, we occasionally purchase or participate in loans

originated by other financial institutions. When we purchase or participate inloans originated by others, we conduct the same underwriting analysis of the
borrowers and apply the same criteria as we do for loans originated by us. This also includes a review of the applicable legal documentation.

Refer to the Credit Risk section of the MD&A included in this Form 10-K for information related to management committees and divisions with responsibilities for

establishing policies and monitoring the Corporation’s credit risk.

Loan extensions, renewals and restructurings

Loans with satisfactory credit profiles can be extended, renewed or restructured. Many Some commercial loan facilities are structured as lines of credit, which are
mainly one year in term and therefore are required to be renewed annually. Other facilities may be restructure d or extended from time to time based upon changes in

the borrower’s business needs, use of funds, timing of completion of projects and other factors. If the borrower is not deemed to have financial difficulties,

extensions, renewals and restructuring s restructurings are done in the normal course of business and the loans continue to be recorde d as performing.

We evaluate various factors to determine if a borrower is experiencing financial difficulties. Indicators that the borrower is experiencing financial difficultie s
include, for example: (i) the borrower is currently in default on any of its debt or it is probable that the borrower would be in payment default on any of its debt in the

foreseeable future without the modificatio modification n;; (ii)

the borrower has declared or is in the process of declaring bankruptcy; (iii) there is significant doubt as to whether the borrower will continue to be a going concern;

(iv) the borrower has securities that have been delisted, are in the process of being delisted, or are under threat of bein g delisted from an exchange; (v) based

on estimate s estimates and projection s that only encompass the current business capabilities, the borrower forecasts that its entity-specific cash flows will be
insufficient to service the debt (both interest and principal) in accordance with the contractual terms of the existing agreement through maturity; and

(vi) absent the current modification, the borrower cannot obtain funds from sources other than the existing creditors at an effective interest rate equal to the

current market interest rate for similar debt for a non-troubled non-troubled debtor.
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We have specialized workout officers who handle the majority of commercial loans that are past due 90 days and over, borrowers experiencing financial difficulties
, and loans that are considere d problem loans based on their risk profile. As a
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general policy, we do not advance additional money to borrowers who have loans that are 90 days past due or over. In

commercial and construction loans, certain exceptions may be approve d under certain circumstances, including (i) when past due status is administrativ e in nature,

such as expiration of a loan facility before the new documentatio n is executed, and not as a result of payment or credit issues; (ii) to improve our collateral position or

otherwise maximize recovery or mitigate potential future losses; and (iii) with respect to certain entities that, although related through common ownership,,

are not cross defaulted nor cross-collateralized and are performing satisfactorily under their respective loan facilities. Such advances are underwritten and

approved following our credit policy guidelines and limits, which are dependent on the borrower’s financial condition, collateral and guarantee, among others.

In addition to the legal lending limit established under applicable state banking law, discusse d in detail below, business activities that expose the Corporation to credit

risk are managed within guidelines described in the Credit Risk Tolerance Limits

policy. Limits are defined for loss and credit performance metrics, portfolio composition and concentration, and industry and name-

level,

which monitors lending concentration to a single borrower or a group of related borrowers, including specific lending limits based on

industry or other criteria, such as a percentage of the banks’ capital.

Refer to Note 2 and Note 9 to the Consolidated Financial Statements included in this Form 10-K, for additional information on troubled debt restructuring (“TDRs"). loan

modifications to borrowers with financial difficulties.

Competition

The financial services industry in which we operate is highly competitive. In Puerto Rico, our primary market, the banking business is highly competitive with

respect to originating loans, acquiring deposits and providing other banking services. Most of our direct competition for our products and services comes
from commercial banks and credit unions.

The principal competitors for BPPR include locally based commercial banks and a few large U.S. and foreign banks with operations in in Puerto Rico. While

the number of banking competitors in Puerto Rico has been reduced in recent years as aresult of consolidations, these transactions have allowed some of our

competitors to gain greater resources, such as a broader range of products and services.

We also compete with specialized players in the local financial industry that are not subje subjec ctt to the same regulatory restrictions as domestic banks and bank
holdin g companies. Those competitors include brokerage firms, mortgage companies,

insurance companies, automobile and equipment finance companies, local and federal credit unions (locally known as

“cooperativas”), credit card companies, consumer finance companies, institutional lenders and other financial and non-financial institutions and entities. Credit
unions generally provide basic consumer financial services. These competitors collectively represent a significant portion of the market and have a lower cost

structure and fewer regulatory constraints.

In the United States we continue to face substantial competitive pressure as our footprint resides in the two large,

metropolitan markets of New York City / Northern New Jersey and the greater Miami area. There is a large number of community and regional banks along with
national banking institutions present in both markets, many of which have a larger amount of resources than us.

In both Puerto Rico and the United States, the primary factors in competing for business include pricing, convenience of branch locations and other delivery methods,
range of products offered, and the level of service delivered. We must compete effectively along all these parameters to be successful. We experience pricing
pressure as some of our competitors seek to increase market share by reducing prices for services or the rates charged on loans, increasing the interest rates

offered on deposits or offering more flexible terms. Increased competition could require that we increase the rates offered on deposits and lower the rates charged on
loans, which could adversely affect our profitability.

Economic factors, along with legislative and technological changes, have an ongoing impact on the competitive environment within the financial services
industry. We work to anticipate and adapt to dynamic competitive conditions whether through developing and marketing innovative products and services, adopting or

developin g new technologie s that differentiate our product s products and services, , cross-marketing,, or providing personalized banking services. We strive to

distinguish ourselves from other banks and financial services providers in our marketplace by providing a high level of service to enhance customer
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loyalty and to attract and retain business. However, we can provide no assuranc e assurance as to the effectivenes s effectiveness of these efforts efforts on our
future business business or results of operations, , and as to our continued continued ability to anticipate anticipate and adapt to changing
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conditions, and to sufficiently improve our services and/or banking products, in order to successfully compete in our primary service areas.

Human Capital Management

Popular seeks to embody our purpose of “putting people at the center of progress” throughout its human capital management.

Attracting, developing and retaining top talent in an environment that promotes wellness, diversity, inclusion, learning and transparency are fundamental pillars
of our long-term strategy. As of December 31, 2023, Popular has approximately 9,237

employees, none of whom are represented by a collective bargaining group.

Nurturing Well-Being: Employee Health & Financial Security

Popular believes that the health and financial wellness inclusion, learning, and transparency of Popular’s employees is a fundamental pillar of our long-term strategy. As
of December 31, 2022, Popular employed approximately 8,900 employees, none of whom are represented by a collective bargaining group

Employee Well-Being & Safety

We are cognizant that our journey essential to become enable a better Popular to organization is effectively dependent on serve its customers fostering our and contribute
employees’ positively to the communities where it operates. Our health and financial wellbeing. The health and wellness of our employees are the foundation of our

ability to support our customers and the communities we serve. The Corporation offers our employees program includes a comprehensive benefits package,

including, health,

pharmacy, but not limited vision and dental insurance, as well as other wellness initiatives. Our programs seek to health insurance, ensure that healthcare being paid

time off, both accessible and wellness initiatives. Our full affordable and part-time employees have access for our to affordable healthcare employees, with Popular

covering up to 90% of health insurance premiums, a figure that up surpasses regional benchmarks. In 2023, we launched a leadership guide on mental health to

90% support of leaders thein premium. Additionally, promoting emotional the wellness Corporation promotes within employee their teams and engaging with team

members who may be facing mental health challenges.

Additionally, the Corporation promotes employee health and wellbeing by encouraging annual annual physical exams and

maintaining a

Health health and Wellness wellness Center center at its Puerto Rico-based corporate offices staffed with healthcare providers, where employees can employees and

eligible dependents can complete their physical exam, receive acute care or visit a nutritionist or psychologist free of charge. The Health or psychologist free of

charge. Our health and Wellness Center wellness center received received more than 18,600 in-person and virtual over 15,680 visits from employees during 2022 2023.

Popular also seeks to foster work-life balance by providing paid time off benefits to our employees, including community service leave, paid parental leave and acted

as a key component to effectively manage the challenges imposed by the COVID-19 pandemic.

The flexible Corporation work also arrangements. Our hybrid work model, accessible to approximately half of our workforce, underscores our commitment to flexible

work environments. Moreover, we continuously offer activities and workshops centered on physical fitness and personal financial management.

Popular further provides targeted a 401(k) benefits savings aimed and investment atplan, in promoting which work-life 98% of balance. employees For participate.

example, Popular matches $0.50

for every dollar the employee contributes to the 401(k) plan, up to 8% of their salary. Moreover, Popular offers a profit-sharing plan, contingent upon the

Corporation’s time off program includes community service leave, paid parental leave (including for childbirth, adoption, and bonding time) and flexible work

arrangements. In addition, the Corporation implemented a hybrid work model, for which 49% achievement of our population is eligible. To

support our employees’ emotional well-being during the pandemic, we have continued enhancing our Well-Being Academy by adapting our Employee Assistance

Program to offer virtual mental health sessions geared at managing work and life challenges. In

addition, the Corporation offers physical fitness events and breaks, as well as employee workshops on personal financial management.

Popular also offers a 401(k) savings and investment plan. Popular matches $0.50 for every dollar the employee contributes to the

401(k) plan, up to 8% of their salary. Moreover, the organization offers a profit-sharing plan, which depends on the achievement of certain predetermined pre-set financial
goals, throughto which further align employee compensation with its collective success. The profit-sharing plan allows employees mayto receive up to 8% of

their eligible compensation (capped at

$70,000), partially of which the first 4% is paid in cash and partially as aanything 401(k) contribution. beyond Furthermore, since such 2017 we percent have

invested is paid to the employee’s Savings and Investment Plan

account. Popular regularly evaluates employees’ base compensation to better compete with the salaries paid in similar positions in other companies. Our ongoing

enhancements to our compensation strategy, employees’ introducing a compensation job leveling includes framework, adjusting market-aligned salaries to salary better

compete adjustments,

with the market, offering merit increases and raising our base salary to $13 our hourly pay rates to $15 per hour in Puerto Rico $15 and $16 per hour in the Virgin

Islands, $17 per hour in Florida, Islands as of 2023,

and $20 $17 per hour
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in Florida and $20 per hour in New York and New Jersey. Jersey During January 2023, there as of 2022. was an additional In 2023, increase to $15 we invested per hour

for Puerto Rico and more than $16 per 22.5M

hour in the Virgin Islands. enhancing our employees’ compensation.

Empowering Growth: Our Commitment to Talent Development

Popular strives We are committed to develop the skills of its employees and leaders to sustain the Corporation’s competitive advantage. Employees

are subject to mandatory trainings in connection with regulatory compliance matters and other key topics throughout the year. Our

40,000 square foot Development Center in San Juan, Puerto Rico offers training sessions, activities, and workshops year-round.

During 2022, fostering the Corporation continuous development and upskilling of our employees and believe it is fundamental to maintaining our competitive edge.
Towards that end, Popular provides development opportunities aimed at strengthening our employees’ knowledge, abilities and skills to support their personal

growth which, in turn, seeks to enhance Popular’'s business strategies and organizational competencies. Our 40,000 square foot Development Center in San Juan,

Puerto Rico and our satellite facilities in New York, South Florida, and the Virgin Islands offer year-round training sessions, activities and workshops.

In 2023, we transitioned back to in-person sessions, but also continued offering virtual training after programs. effectively Our seven transitioning corporate academies
most had sessions more provided than 8,000 registrations from our employees during 2023, approximately 1,600 more than in the

Development Center to a virtual setting to continue impacting employee growth despite the pandemic. More than 300 sessions were delivered, with around 6,500

participating employees. 2022. Our English Program helps employees whose first language is Spanish

strengthen their English language skills and feel confident speaking, reading, and writing in business or personal settings.

Additionally, the English Placement Test revealed that in 2022 the number of intermediate learners increased from 4% commitment to 17% and advanced

learners continuous from 45% learning to 53%, is further compared supported by offering our employees access to 2021. LinkedIn Popular also continues to promote

the use of LinkedIn Learning, which provides features over 16,000 on-demand e-learning courses an extensive available anytime and anywhere, to strengthen library and

for

all

its

12
internal
growth
opportunitie
for
our

Our employees.The focus organization’s strongon training and development framework has contributed provided internal growth opportunities to ouremployees.
workforce. As a result, the

Corporation’s internal mobility rate in 2022 2023 was 33% 36%. This included employees

employees who applied or were selected for for vacancies, were promoted, or had lateral movements.
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were promoted,

12

Popular received or the BAl had Innovation in lateral Learning & movements. Development Award for being a Talent Lab & Skills Accelerator. This year, Additionally, we

performed an internal talent and skills inventory of invested 83% of employees to reveal underutilized skills and education. The organization invested in the development

education of 126 over 100 practitioners who went through Accelerated

Development Programs focused on data science,

and analytics, process excellence and program management, among other topics.

Recognizing that leadership development is crucial to driving analytics, results, keeping employees engaged, and achieving the Corporation’s strategic process goals,

Popular excellence, hasand implemented programs program aimed management. The Corporation

also offered its employees advanced training in software engineering, including, but not limited to, coding and software development.

Leadership development remains a priority at strengthening and Popular, developing as we believe it is vital for driving results, maintaining employee

engagement and achieving our strategic objectives. With this in mind, we launched a new leadership skills program andin 2023 effective focused on talent

management. As part of the Corporation’s Executive Leadership Development exploring strategy, readiness courses are offered to employees in topics such as change

management, conscious inclusion, leading the hybrid teams, and better conversations focused on the return to office scenarios. role Popular's leaders play in creating

the right environment for our culture to thrive. Our organizational

development strategy isaims aimedto atenhance creating both organizational and leadership effectiveness while by advancing preparing

organizational readiness us to succeed based onmeet our future challenges. needs. There In were more 2023, than 80 organizational development and team

interventions and exercises we facilitated during organizational 2022, development spanning interventions thethat areasfocused ofon change management, team

alignment, and alignment leader effectiveness.

Enhancing Leadership Continuity through Strategic Succession Planning

Popular’s business strategy further takes into account succession planning to ensure effective leadership transitions. Succession

plans for senior management are developed by the CEO and presented to the Board of Directors. Popular's succession planning also leverages our Executive Talent
Management Program (the “Program”) that seeks to identify high-potential and leader high-

effectiveness. performing managers, which are provided with learning opportunities to enhance their skills and prepare them for senior management positions.

Diversity, Equity and Inclusion

At Popular we value ouris differences and strive committed to improve the workplace experience for fostering all. a diverse, equitable and inclusive workplace. As

of December 31,2022, 65% 2023, 64.5% of the

Corporation’siemployees employees were female, while 35% female, and 35.5% were male. Women accounted for 64% 63% of first and mid-level management and

33% 36.6% of executive-level management as of such date. The Corporation also We maintains have a recently enriched our talent pool with the inclusion of

professionals from Latin America, thereby enhancing multicultural diversity within our organization. Central to our diversity efforts is our multidisciplinary

council, Diversity, headed by Equity and Inclusion (“DEI") Council, which is overseen by our

Corporate Diversity Officer, Officer. which Our

DEI Policy helpsis committed develop to attracting, retaining and developing a diverse employment population; fostering a work environment where employees are

treated equitably and implementwith initiatives respect; and seeking, creating, and maintaining business relationships with diverse suppliers.

We are committed to support the Corporation’s Diversity, Equity, and

Inclusion (DE&I) policy and strategy. The Corporation’s DE&I strategy seeks to broaden the inclusion, employment advancement and development of underrepresented
communities in the workplace, as well as the utilization of suppliers owned, controlled, or operated by women or diverse racial or ethnic groups. In addition, this

strategy seeks to prepare the Corporation’s employees to recognize and value the differences of those we serve.

We are committed to fair pay and conduct analyses on such matter on an annual basis. The 2022 company-wide market salary adjustments resulted in an overall

improvement to our gender gap of +1.5 percentage points, compared to the end of 2021. Our

gender pay gap continues to narrow improving 3.1 percentage points over the last five years. Additionally, for the second consecutive year (2022-2023), Popular

was honored to be included in the Bloomberg Gender Equality Index (GEI).

The Corporation has also expressed public support for movements advocating for equality such as Pride Month. In 2021, Popular

established its first Employee Resource Group (ERG) for our LGBTQ+ employees to better serve the interests of the community and create awareness and engagement

among employees. During 2022, this group was composed of 245 members and performed 6

activities conduct withinrelated the pay organization and community. Furthermore, during 2022 the following two additional ERGs were launched:

Women's and Functional Diversity. Popular also supports victims of gender-based violence and has a Gender and Domestic

Violence Policy, which grants a paid 15-day leave due to gender or domestic violence, stalking and sexual harassment.
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Employee Experience
Popular aims to provide an excellent employee experience that inspires its employees to provide customers and communities with the best service. To understand its
employees’ experience, the Corporation conducts anonymous pulse and engagement surveys
(including the Great Place to Work survey) as well as an exit survey to identify areas of opportunity and set and monitor action plans. The 2022 employee satisfaction
scores increased 2 points from 2020 and 5 points since 2016. We seek to continuously measure and improve the employee experience with aims to increase
employee productivity while contributing to enhance customer satisfaction and improve business results.
The Corporation capitalizes analyses on an interactive annual dashboard basis. The results for 2023 revealed a 1.8
percentage point improvement in Puerto Rico and the Virgin Islands and a 6.4 percentage point improvement in the United
States in our gender-related pay differences compared to the end of 2022. Our commitment to gender equality has been recognized in the Bloomberg Gender
Equality Index for two consecutive years (2021-2022 and 2022-2023).
Our Employee Resource Groups (“ERGs”) are key resources that encompasses support dataour surrounding DEI different strategy. people-related In topics 2023,
toour existing ERGs
support witnessed substantial growth in membership. Popular Pride, our ERG focused on the people LGBTQ+ strategy, community, data-driven seeks decision-
making to enhance organizational awareness and engagement of LGBTQ issues. Network of Women in Popular, focused on empowering women,
and Popular Embrace, focused on functional diversity, also achieved notable milestones, including partnering with our human resources division to educate and
environmental, promote social specific wellness initiatives and governance efforts. (‘ESG”) Additionally, monitoring. during The
dashboard provides 2023 senior management we with visibility established over people a
Black/African metrics such American ERG in as workforce the US. demographics, hiring,
Popular also turnover, supports victims of gender-based violence and provides a special leave of 15 days eligible to employees located in
Puerto Rico in order to handle situations related to gender violence, domestic violence or stalking.
Employee Experience
Popular aims to prowde an exceptlonal employee expenence that |nsp|res its employees to deliver outstandlng service to customers and
13
As believe that the insights received from these surveys have allowed us to introduce people initiatives that have helped us reduce our turnover rate to 7.9% as of
year-end 2022, our turnover rate was 10.8%, improving 1.9 percentage points since 2021. Additionally, voluntary turnover rate the
was 8.8%, improving 2.3 percentage points since 2021.Throughout 2022, the Corporation saw end of 2023, a stabilization in turnover, which 2.9 percentage had been point
improvement increasing from 2022. for Our voluntary turnover rate also saw a notable decrease to 6.4%, down 2.4 percentage points from the previous pastyear.
seven Furthermore, quarters. the survey The has enabled dashboard us to
metrics, such as turnover, help shape monitor our employee attraction loyalty and retention strategy.
Board Oversight
The Talent score and Compensation Committee identify initiatives to maintain or enhance our current score of 84%, which positions us within the 75th percentile of the
Qualtrics global benchmark and above the average benchmark of the Corporation’s financial industry.
Board of Directors has oversight responsibility for the Corporation’s Oversight in Human Capital
human capital management. As part of its responsibilities, the The Talent and Compensation Committee reviewsof the Corporation’s Board of Directors
has oversight responsibility for the
Corporation’s human capital management. As part of its responsibilities, the Talent and Compensation advises Committee reviews and advises management on the
Corporation’s general compensation philosophy, programs and policies, and on the Corporation’s talent talent acquisition and development, workforce engagement,
succession planning, culture, diversity, equity (including pay equity)
and inclusion, equity) and inclusion, among other human capital topics.
We encourage you to review our Corporate Sustainability Report published on www.popular.com for more detailed information regarding the the Corporation’s
human capital management programs and initiatives. The information information on the Corporation’s website,
including the Corporation’s Corporate Sustainability Report, is not, and will not be deemed to be, a part of this Form 10-K or incorporated into any of the
Corporation’s filings with the SEC SEC.

Regulation and Supervision

Described below are the material elements of selected laws and regulations applicable to Popular, Popular North America

(“PNA") and their respective subsidiaries. Such laws and regulations are continually under review by Congress and state legislatures and federal and state
regulatory agencies. Any change in the laws and regulations applicable to Popular and its subsidiaries could have a material effect on the business of Popular and its
subsidiaries. We will continue to assess our businesses and risk management and compliance practices to conform to developments in the regulatory environment.
General

Popular and PNA are bank holding companies subject to consolidated supervision PNA are bank holding companies subject to consolidated supervision and regulation
by the Federal Reserve

Board under the Federal Reserve Board

under the Bank Holding Company Act of 1956 (as amended, the “BHC Act”). BPPR and PB are subject to supervision and examination by applicable federal and
state banking agencies including, in the case of BPPR, the Federal Reserve Board and the

Office of the Commissioner of Financial Institutions of Puerto Rico (the “Office of the Commissioner”), and, in the case of PB, the

Federal Reserve Board and the New York State Department of Financial Services (the “NYSDFS"). Popular’s broker-dealer /

investment adviser subsidiary, Popular Securities, LLC (“PS”) and investment advisor subsidiary Popular Asset Management LLC

(“PAM") are subject to regulation by the SEC, the Financial Industry Regulatory Authority (“FINRA”"), and the Securities Investor

Protection Corporation, among others. Other of our non-bank subsidiaries conduct reinsurance and insurance producer and agency activities, which are subject to other
federal, state and Puerto Rico laws and regulations as well as licensing and regulation by the

Puerto Rico Office of the Commissioner of Insurance and, for one insurance agency subsidiary, the NYSDFS.

Enhanced Prudential Standards

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), as modified by the

Economic Growth, Regulatory Relief, and Consumer Protection Act and the federal banking regulators’ 2019 “Tailoring Rules,”

banking organizations are categorized based on status as a U.S. G-SIB, size and four other risk-based indicators. Among bank holding companies with $100 billion or
more in total consolidated assets, the most stringent standards apply to U.S. G-SIBs, which are subject to Category | standards and the least stringent standards apply to
Category IV organizations, which have between $100
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billion and $250 billion in total consolidated assets and less than $75 billion in all four other risk-based indicators and which are also not U.S. G-SIBs. Bank holding
companies with total consolidated assets of $50 billion or more are subject to risk committee and risk management requirements. As of December 31, 2022 December 31,
2023, PopularPopular had total consolidated assets of $67.6 billion $70.8 billion.

Transactions with Affiliates
BPPR and PB are subject to restrictions that limit the amount of extensions of credit and certain other “covered transactions” (as transactions” (as defined in

Section 23A of the Federal Federal Reserve Act) between BPPR or PB, PB, on the one one hand, and Popular, PNA or any of our other non-banking subsidiaries, on the
other hand, and that impose collateralization requirements on such credit extensions. A bank may not engage in any covered transaction if the aggregate amount of the
bank’s covered transactions with that affiliate would exceed

14
10% of the bank’s capital stock and surplus or the aggregate amount of the bank’s covered transactions with all affiliates would exceed 20% of the our bank’s other
capital non-banking stock and surplus. In addition, any transaction between BPPR or PB, subsidiaries, on the one other hand, and that impose collateralization

requirements on such credit
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extensions. A bank may not engage in any covered transaction if the aggregate amount of the bank’s covered transactions with that affiliate would exceed 10% of the

bank’s capital stock and surplus or the aggregate amount of the bank’s covered transactions with all affiliates would exceed 20% of the bank’s capital stock and surplus. In

addition, any transaction between BPPR or PB, on the one hand, and Popular, PNA or any of our other non-banking subsidiaries, on the other, other, is required to be

carried out on an arm’s length basis.

Source of Financial Strength

The Dodd-Frank Act requires bank holding companies, such as Popular and PNA, to act as a source of financial and managerial strength to their subsidiary banks.

Popular and PNA are expected to commit resources to support their subsidiary banks,

including at times when Popular and PNA may not be in a financial position to provide such resources. Any capital loans loans by a bank holding company to any of its

subsidiary depository institutions are subordinated in right of payment to depositors and to certain other indebtedness of such subsidiary depository institution. In the

event of a bank holding company’s bankruptcy, any commitment by the bank holding company to a federal banking agency to maintain the capital of a subsidiary

depository institution will be assumed by the bankruptcy trustee and entitled to a priority of payment. BPPR and PB are currently the only insured depository institution

subsidiaries of Popular and PNA.

Resolution Planning and Resolution-Related Requirements

A

bank holding company with $250 billion or more in total consolidated assets (or that is a Category Ill firm based on certain risk-based indicators described in the

Tailoring Rules) is required to report periodically to the FDIC FDIC and the Federal Reserve

Board such company's plan for its rapid and orderly resolution in the event of material financial distress or failure. In addition,

insured depository institutions with total assets of $50 billion or more are required to submit to the FDIC periodic contingency plans for resolution in the event of the

institution’s failure. In June 2021, 2018, the FDIC issued a moratorium on resolution plans for insured depository institutions with more than $50 billion in assets. The
moratorium is still in effect for insured depository institutions with more than $50 billion but less than $100 billion in assets. On August 29, 2023, the FDIC proposed

amendments to the FDIC resolution

issued a Statement on Resolution Plans planning requirements for Insured
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Depository Institutions, insured which, among other things, establishes a three-year filing cycle for banks depository institutions with $100 $50 billion or more in
total assets. The amendments would require insured depository institutions with between $50 billion and $100 billion in assets and provides details regarding to

submit informational filings on a two-year cycle,

with an interim supplement updating key informationsubmitted in the content off years.

On August 29, 2023, the Federal Reserve Board, FDIC and Office of the Comptroller of the Currency (“OCC”") issued a proposed rule that would require

bank holding companies and insured depository institutions with $100 billion or more in consolidated assets (as well as their insured depository institution

affiliates) to maintain minimum amounts of eligible long-term debt

(generally, debt that filers will be expected is unsecured, has a maturity greater than one year from issuance and satisfies additional criteria), subject to

prepare. a three-year phase-in period. The proposal would also apply “clean holding company” requirements to Category |l through IV bank holding

companies, which would, among other things, prohibitentering into derivatives and certain other financial contracts with third parties.

As of December 31, 2022 December 31, 2023, Popular, PNA, BPPR and PB's total assets were below the thresholds for applicability of these rules. rules, except

that BPPR would be subject to the FDIC'’s proposed amendments to its resolution planning requirements applicable to insured depository institutions with more

than $50 billion but less than $100 billion in assets (if those amendments are adopted as proposed).

FDIC Insurance

Substantially all the deposits of BPPR and PB are insured up to applicable limits by the Deposit Insurance Fund (“DIF") of the FDIC, and BPPR and PB are

subject to FDIC deposit insurance assessments to maintain the DIF. Deposit insurance assessments are based on the average consolidated total assets

of the insured depository institution minus the average tangible equity of the institution during the assessment period. For larger depository institutions with over

$10 billion in assets, such as BPPR

and PB, the FDIC uses a “scorecard” methodology, which considers CAMELS ratings, among other other measures, that seeks to capture both the probability that

an individual large institution willfail and the magnitude of the impact on the DIF if such a failure occurs. The

FDIC has the ability to make discretionary adjustments to the total score based upon significant risk factors that are not adequately captured in the calculations.

The initial base deposit insurance assessment rate for larger depository institutions ranges from 3 to 30

basis points on an annualized basis. After the effect of potential base-rate adjustments, the total base assessment rate could range from 1.5 to 40 basis points on

an annualized basis.

On In October 18, 2022, the FDIC finalized a rule that would increase initial base deposit insurance assessment rates by 2

basis points, beginning with the first FDIC quarterly finalized a rule that increased initial base deposit insurance assessment period rates of by 2023.2 The

FDIC, as required under the Federal Deposit basis points, beginning with the first quarterly assessment period of 2023. The FDIC, as required under the

Federal Deposit Insurance Act

15
Act
(“FDIA”), established a plan in September 2020 to restore the DIF reserve ratio to meet or exceed the statutory minimum of of 1.35
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percent within within eight years. The increased assessment is is intended to improve the likelihood that that the DIF DIF reserve ratio would reach the required
minimum by the statutory deadline statutory deadline of September 30, 2028.

As of December 31, 2022,2023, we had a DIF average total asset less average tangible equity assessment base of approximately $65 billion $66 billion.
On November 16, 2023, the FDIC finalized a rule that imposes a special assessmentto recover the coststo the DIF

resulting from the FDIC's use, in March 2023, of the systemic risk exception to the least-cost resolution test under the FDIA in connection with the
receiverships of Silicon Valley Bank and Signature Bank. The FDIC estimated in approving the rule that those assessed losses total approximately $16.3 billion.
The rule provides that this loss estimate will be periodically adjusted, which will affect the amount of the special assessment. Under the rule, the assessment
base is the estimated uninsured deposits that an insured depository institution reported in its Consolidated Reports of Condition and Income (“Call Report”) at
December 31, 2022,
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excluding the first $5 billion in estimated uninsured deposits. For a holding company that has more than one insured depository institution subsidiary, such as
Popular, the $5 billion exclusion is allocated among the company’s insured depository institution subsidiaries in proportion to each insured depository
institution’s estimated uninsured deposits. The special assessments will be collected at an annual rate of approximately 13.4 basis points per year (3.36 basis
points per quarter) over eight quarters in 2024

and 2025, with the first assessment period beginning January 1, 2024. Because the estimated loss pursuant to the systemic risk determination will be
periodically adjusted, the FDIC retains the ability to cease collection early, extend the special assessment collection period and impose a final shortfall special
assessment on a one-time basis. Popular expects the special assessments to be tax deductible. The total of the assessments for Popular is estimated at $71.4
million and such amount was recorded as an expense in the quarter of adoption (the quarter ended December 31, 2023). As of December 31, 2023, the FDIC's
loss estimate described in the final rule had increased by approximately $4.1 billion to $20.4 billion, or approximately 25%. If such increase in the

FDIC's loss estimate remains unchanged and is assessed in the same manner, the Corporation estimates that the incremental expense for the special
assessments could be approximately$18 million.

Brokered Deposits

The FDIA and regulations adopted thereunder restrict the use of brokered deposits and the rate of interest payable on deposits for institutions institutions that
are less are less than well capitalized. There are no such restrictions on a bank that is well capitalized (see

“Prompt Corrective Action” below for a description of the standard of “well capitalized”). Popular does not believe the brokered the brokered deposits
regulations have had or will have a material effect on the funding or liquidity of BPPR and PB.

Capital Adequacy

Popular, Popular, PNA, BPPR and PB are are each required to comply with applicable capital adequacy standards adequacy standards established by

the

15

the federal banking agencies (the “Capital Rules”), which implement the Basel Ill framework set forth by the Basel Committee on

Banking Supervision (the “Basel Committee”) as well as certain provisions of the Dodd-Frank Act.

Among other matters, the Capital Rules: (i) impose a capital measure called “Common Equity Tier 1" (“CET1") and the related regulatory capital ratio of CET1 to risk-

weighted assets; (ii) specify that Tier 1 capital consists of CET1 and “Additional Tier 1

capital” instruments meeting certain revised requirements; and (iii) mandate that most deductions/adjustments to regulatory capital measures be made to CET1 and not to
the other components of capital. Under the Capital Rules, for most banking organizations,

including Popular, the most common form of Additional Tier 1 capital is non-cumulative perpetual preferred stock and the most common form of Tier 2 capital is

subordinated notes and a portion of the allocation for loan and lease losses, in each case, subject to the Capital Rules’ specific requirements.

Pursuant to the Capital Rules, the minimum capital ratios are:

4.5% CET1 to risk-weighted assets;

6.0% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to risk-weighted assets;

8.0% Total capital (that is, Tier 1 capital plus Tier 2 capital) to risk-weighted assets; and

4% Tier 1 capital to average consolidated assets as reported on consolidated financial statements (known as the

“leverage ratio”).

The Capital Rules also impose a “capital conservation buffer,” composed entirely of CET1, on top of these minimum risk-

weighted asset ratios. The capital conservation buffer is designed to absorb losses during periods of economic stress. Banking

institutions with a ratio of CET1 to risk-weighted assets above the minimum but below the capital conservation buffer will face

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 19/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

16

constraints on dividends, equity repurchases and compensation based on the amount of the shortfall and eligible retained income

(that is, four quarter trailing net income, net of distributions and tax effects not reflected in net income). Thus, Popular, BPPR and

PB are required to maintain such additional capital conservation buffer of 2.5% of CET1, effectively resulting in minimum ratios of (i)

CET1 to risk-weighted assets of at least 7%, (ii) Tier 1 capital to risk-weighted assets of at least 8.5%, and (iii) Total capital to risk-

weighted assets of at least 10.5%.

In addition, under prior risk-based capital rules, the effects of accumulated other comprehensive income or loss (“AOCI")

items included in stockholders’ equity (for example, marks-to-market of securities held in the available for sale portfolio) under U.S.

GAAP were reversed for the purposes of determining regulatory capital ratios. Pursuant to the Capital Rules, the effects of certain

AOCI items are not excluded; however, non-advanced approaches banking organizations that are not subject to Categories | or Il standards under the framework
for banking organizations with $100 billion or more in assets, including Popular, BPPR and PB, may

make a one-time permanent election to continue to exclude these items. Popular, BPPR and PB have made this election in order to avoid significant

variations in the level of capital depending upon the impact of interest rate fluctuations on the fair value of their available for sale securities portfolios.

The Capital Rules preclude certain hybrid securities, such as trust preferred securities, from inclusion in bank holding companies’ Tier 1 capital. Trust preferred
securities no longer included in Popular’s Tier 1 capital may nonetheless be included as a component of Tier 2 capital. Popular has not issued any trust preferred
securities since May 19, 2010. As of December 31, 2022, 2023,

Popular has $193 million of trust preferred securities outstanding which no longer qualify for Tier 1 capital treatment, but instead qualify for Tier 2 capital treatment.
The Capital Rules also provide for a number of deductionsfrom and adjustments to CET1. Non-advanced approaches Banking organizations that are banking
organizations not subject to Category | or Il standards are subject to rules that provide for simplified capital requirements relating to the threshold

threshold deductions for

certain mortgage servicing assets, deferred tax assets, investments in the capital of unconsolidated financial institutions and institutions and inclusion of minority
interests in regulatory capital.

Failure to meet capital guidelines could subject Popular and its depository institution subsidiaries to a variety of enforcement remedies, including the termination
of deposit insurance by the FDIC and to certain restrictions on our business. Refer

to “Prompt Corrective Action” below for further discussion.

In December 2017, the Basel Committee published standards that it described as the finalization of the Basel lll post-

crisis regulatory reforms. Among other things, these standards revise the Basel Committee’s standardized approach for credit risk

(including by recalibrating risk weights and introducing new capital requirements for certain “unconditionally cancellable commitments,” such as unused credit
card lines of credit) and provide a new standardized approach for operational risk capital. The
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Basel framework contemplates that these standards will generally be effective on January 1, 2023, with an aggregate output floor phasing in through January 1, 2028.

The federal bank regulators have not yet proposed rules implementing these standards. Under

the current U.S. capital rules, operational risk capital requirements and a capital floor apply only to advanced approaches institutions, and not to Popular, BPPR

and PB. BPPR

On July 27, 2023, the federal banking regulators proposed revisions to the Capital Rules to implement the Basel

Committee’s 2017 standards and PB. The impact make other changes to the Capital Rules, including the ability of banking organizations in

Categories Ill and IV to elect not to recognize most elements of these standards AOCI in on us regulatory capital. The will depend on proposal introduces revised credit

risk, equity risk, operational risk, credit valuation adjustment risk and market risk requirements, among other changes. However, the manner revised capital requirements of

the proposed rule would not apply to Popular, BPPR, or PB because they have less than $100 billion in which they total consolidated assets and trading assets and are

implemented by liabilities below the federal bank regulators. threshold for market risk requirements.

In December 2018, the federal banking agencies approved a final rule modifying their regulatory capital rules and providing an option to phase in over a period of

three years the day-one regulatory capital effects of the Current Expected Credit

Loss (“CECL") model of ASU 2016-13. The final rule also revised the agencies’ other rules to reflect the update to the accounting standards. Popular has availed itself of

the option to phase in over a period of three years the day one effects on regulatory capital from the adoption of CECL. In 2020, federal bank regulators adopted a rule

that allowed banking organizations to elect to delay temporarily the estimated effects of adopting CECL on regulatory capital until January 2022 and subsequently to
phase in the effects through January 2025. Under the rule, during 2020 and 2021, the adjustment to CET1 capital reflects the change in retained earnings upon adoption

of CECL at January 1, 2020, plus 25% of the increase in the allowance for credit losses since January 1,

2020.

Refer to the Consolidated Financial Statements in this Form 10-K., Note 21 and Table 9 of Management'’s Discussion and

Analysis for the capital ratios of Popular, BPPR and PB under Basel Ill. Refer to the Consolidated Financial Statements in this Form

10-K Note 3 2 for more information regarding CECL.
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Prompt Corrective Action

The FDIA requires, among other things, the federal banking agencies to take prompt corrective action in respect of insured depository institutions that do not

meet minimum capital requirements. The FDIA establishes five capital tiers: “well capitalized,” “adequately capitalized,” “undercapitalized,” “significantly

undercapitalized,” and “critically undercapitalized”. A

depository institution’s capital tier will depend upon how its capital levels compare with various relevant capitalmeasures and certain other factors.

An insured depository institution will be deemed to be (i) “well capitalized” if the institution has a total risk-based capital ratio of 10.0% or greater, a CET1 capital ratio of

6.5% or greater, a Tier 1 risk-based capital ratio of 8.0% or greater, and a leverage ratio of 5.0% or greater, and is not subject to any order or written directive by any such

regulatory authority to meet and maintain a specific capital level for any capital measure; (i) “adequately capitalized” if the institution has a total risk-based capital ratio of

8.0%

or greater, a CET1 capital ratio of 4.5% or greater, a Tier 1 risk-based capital ratio of 6.0% or greater, and a leverage ratio of 4.0%

or greater and is not “well capitalized”; (iii) “undercapitalized” if the institution has a total risk-based capital ratio that is less than

8.0%, a CET1 capital ratio less than 4.5%, a Tier 1 risk-based capital ratio of less than 6.0% or a leverage ratio of less than 4.0%;

(iv) “significantly undercapitalized” if the institution has a total risk-based capital ratio of less than 6.0%, a CET1 capital ratio less than 3%, a Tier 1 risk-based capital

ratio of less than 4.0% or a leverage ratio of less than 3.0%; and (v) “critically undercapitalized”

if the institution’s tangible equity is equal to or less than 2.0% of average quarterly tangible assets. An institution may be downgraded to, or deemed to be in, a

capital category that is lower than indicated by its capital ratios if it is determined to be in an unsafe or unsound condition or if it receives an unsatisfactory examination
rating with respect to certain matters. An insured depository institution’s capital category is determined solely for the purpose of applying prompt corrective action

regulations, and the capital category may not constitute an accurate representation of the institution’s overall financial condition or prospects for other purposes.

The FDIC FDIA generally prohibits an insured depository institution from making any capital distribution (including payment of a dividend) or paying any management fee to
its holding company, if the depository institution would thereafter be undercapitalized.

Undercapitalized depository institutions are subject to restrictions on borrowing from the Federal Reserve System. In addition,

undercapitalized depository institutions are subject to growth limitations and are required to submit capital restoration plans. A

depository institution’s holding company must guarantee the capital restoration plan, up to an amount equal to the lesser of 5% of the depository institution’s assets at

the time it becomes undercapitalized or the amount of the capital deficiency, when the institution fails to comply with the plan. The federal banking agencies may not

not accept a capital restoration plan without determining,

among other things, that the plan is based on realistic assumptions and is likely to succeed in restoring the depository institution’s capital. If a depository institution fails to

submit an acceptable plan, it is treated as if it is significantly undercapitalized.

Significantly undercapitalized depository institutions may be subject to a number of requirements and restrictions,

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 22/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

17

including orders to sell sufficient voting stock to become adequately capitalized, requirements to reduce total assets and cessation of receipt of deposits from
correspondent banks. Critically undercapitalized depository institutions are subject to appointment of a receiver or conservator.

The capital-based prompt corrective action provisions of the FDIA apply to the FDIC-insured depository institutions such as BPPR and PB, but they are not directly
applicable to holding companies such as Popular and PNA, which control such institutions. As of December 31, 2022 December 31, 2023, both BPPR and PB were
well capitalized. met the quantitative requirements for ‘well capitalized’ status.

Restrictions on Dividends and Repurchases

The principal sources of funding for Popular and PNA have included dividends received from their banking and non-

banking subsidiaries, asset sales and proceeds from the issuance of debt and equity. Various statutory provisions limit the amount of dividends an insured depository
institution may pay to its holding company without regulatory approval. A member bank must obtain the approval of the Federal Reserve Board for any dividend, if the
total of all dividends declared by the member bank during the calendar year would exceed the total of its net income for that year, combined with its retained net income for
the preceding two years, after considering those years’ dividend activity, less any required transfers to surplus or to a fund for the retirement of any preferred stock.
During the year ended December 31, 2022 December 31, 2023, BPPR declared cash dividends of $450 million, $200 million, a portion of which was used by Popular for

the payments of the cash dividends on its outstanding common stock. At December 31, 2023, BPPR needed to
stock and $231 million obtain prior approval of the Federal Reserve Board before declaring a dividend in accelerated excess of $387 million due to its stock retained income,
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bank may December not declare 31, or pay 2022, a dividend BPPR in an needed amount greater than its undivided profits as reported in its Report of Condition and
Income, unless the member bank has received the approval of the Federal Reserve Board. A member bank also may not permit any portion of its permanent capital to
obtain be withdrawn unless the withdrawal has been approved by the Federal Reserve Board. Pursuant

to these requirements, PB may not declare or pay a dividend without the prior approval of the Federal Reserve Board before declaring a dividend in excess of $53
million due to its declared dividend activity and transfers to statutory reserves over the three year's ended

December 31, 2022. In addition, a member bank may not declare or pay a dividend in an amount greater than its undivided profits as reported in its Report of Condition
and Income, the

NYSDFS.

During the year unless the ended December 31, member 2023, PB bank has received the approval declared cash dividends of $50 the Federal Reserve

Board. A member bank also may not permit any million, a portion of its which permanent capital to was used be withdrawn unless the withdrawal has been by approved
by Popular for the Federal Reserve Board. Pursuant to these requirements, PB may not declare or pay a dividend without the prior approval payments of the Federal
Reserve Board and cash dividends on the NYSDFS. its outstanding common stock.

It is Federal Reserve Board policy that bank holding companies generally should pay dividends on common stock only out of net income available to common shareholders
over the past year and only if the prospective rate of earnings retention appears consistent with the organization’s current and expected future capital needs, asset
quality and overall financial condition. Moreover,

under Federal Reserve Board policy, a bank holding company should not maintain dividend levels that place undue pressure on the capital of depository institution
subsidiaries or that may undermine the bank holding company’s ability to be a source of strength to its banking subsidiaries. Federal Reserve policy also provides that a
bank holding company should inform the Federal Reserve

reasonably in advance of declaring or paying a dividend that exceeds earnings for the period for which the dividend is being paid or that could result in a material adverse

change to the bank holding company’s capital structure.

The Federal Reserve Board also restricts the ability of banking organizations to conduct stock repurchases. In certain circumstances, a banking organization’s
repurchases of its common stock may be subject to a prior approval or notice requirement under other regulations or policies of the Federal Reserve. Any redemption or
repurchase of preferred stock or subordinated debt is subject to the prior approval of the Federal Reserve.

Subject to compliance with certain conditions, distributions of U.S. sourced dividends to a corporation organized under the laws of the Commonwealth of Puerto Rico are

subject to a withholding tax of 10% instead of the 30% applied to other “foreign”

corporations. Accordingly, dividends from current or accumulated earnings and profits paid paid by PNA to Popular, Inc. sourced from the

U.S. operations of PB are subject to a 10% tax withholding.

Refer to Partll, ltem 5, “Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of

Equity Securities” for further information on Popular’s distribution of dividends and repurchases of equity securities.

See “Puerto Rico Regulation” below for a description of certain restrictions on BPPR'’s ability to pay dividends under

Puerto Rico law.

Interstate Branching

The Dodd-Frank Act amended the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (the “Interstate

Banking Act”) to authorize national banks and state banks to branch interstate through de novo
branches. For purposes of the

Interstate Banking Act, BPPR is treated as a state bank and is subject to the same restrictions on interstate branching as other state banks.
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Activities and Acquisitions

In general, the BHC Act limits the activities permissible for bank holding companies to the business of banking, managing or controlling banks and such other activities as
the Federal Reserve Board has determined to be so closely related to banking as to be properly incidental thereto. A company who meets management and capital
standards and whose subsidiary depository institutions meet management, capital and Community Reinvestment Act (“CRA”) standards may elect to be treated as a
financial holding company and engage in a substantially broader range of nonbanking financial activities, including securities underwriting and dealing, insurance
underwriting and making merchant merchant banking investments in nonfinancial companies.

In order for a bank holding company to elect to be treated as a financial holding company, (i) all of its depository institution subsidiaries must be well capitalized (as
described above) and well managed and (i) it must file a declaration with the Federal

Reserve Board that it elects to be a “financial holding company.” As noted above, a bank holding company electing to be a financial holding company must itself be and
remain well capitalized and well managed. The Federal Reserve Board's regulations applicable to bank holding companies separately define “well capitalized” for bank
holding companies, such as Popular, to require maintaining a tier 1 capital ratio of at least 6% and a total capital ratio of at least 10%. Popular and PNA have elected to be
treated as financial holding companies. A depository institution is deemed to be “well managed” if, at its most recent inspection, examination or subsequent review
by the appropriate federal banking agency (or the appropriate state banking agency), the depository institution received at least a “satisfactory” composite rating and
at least a “satisfactory” rating for the management component of the
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composite rating. If, after becoming a financial holding company, the company fails to continue to meet any of the capital or management requirements for financial
holding company status, the company must enter into a confidential agreement with the

Federal Reserve Board to comply with all applicable capital and management requirements. If the company does not return to compliance within 180 days, the

Federal Reserve Board may extend the agreement or may order the company to divest its subsidiary banks or the company may discontinue, or divest investments

in companies engaged in, activities permissible only for a bank holding company that has elected to be treated as a financial holding company. In addition, if a depository

institution subsidiary controlled by a financial holding company does not maintain a CRA rating of at least “satisfactory,” the financial holding company will be subject to

restrictions on certain new activities and acquisitions.

The Federal Reserve Board may in certain circumstances limit our ability to conduct activities and make acquisitions that would otherwise be permissible for a financial

holding company. Furthermore, a financial holding company must obtain prior written approval from the Federal Reserve Board before acquiring a nonbank company with

$10 hillion or more in total consolidated assets.

In addition, we are required to obtain prior Federal Reserve Board approval before engaging in certain banking and other financial activities both in the United States and

abroad.

The “Volcker Rule” adopted as part of the Dodd-Frank Act restricts the ability of Popular and its subsidiaries, including

BPPR and PB as well as non-banking subsidiaries, to sponsor or invest in “covered funds,” including private funds, or to engage in certain types of proprietary trading.

Popular and its subsidiaries generally do not engage in the businesses subject to the Volcker

Rule; therefore, the Volcker Rule does not have a material effect on ouroperations.

Anti-Money Laundering Initiative and the USA PATRIOT Act

A major focus of governmental policy relating to financial institutions in recent years has been aimed at combating money laundering and terrorist financing. The USA

PATRIOT Act of 2001 (the “USA PATRIOT Act”) strengthened the ability of the U.S.

government to help prevent, detect and prosecute international money laundering and the financing of terrorism. Title Il of the USA

PATRIOT Actimposed significant compliance and due diligence obligations, created new crimes and penalties and expanded the extra-territorial jurisdiction of the United

States. Failure of a financial institution to comply with the USA PATRIOT Act’s requirements could have serious legal and reputational consequences for the institution.

The Anti-Money Laundering Act of 2020 (“AMLA”"), which amended the Bank Secrecy Act (the “BSA”"), is intended to comprehensively reform and modernize U.S.

anti-money laundering laws. Among other things, the AMLA codifies a risk-based approach to anti-money laundering compliance for financial institutions; requires the

U.S. Department of the Treasury to promulgate priorities for anti-money laundering and countering the financing of terrorism policy; requires the development of

standards for testing technology and internal processes for BSA compliance; expands enforcement- and investigation-related authority, including a significant expansion

in the available sanctions for certain BSA violations; and expands BSA whistleblower incentives and protections. Many of the statutory provisions in the AMLA will

require additional rulemakings, reports and other measures, and the impact of the AMLA will depend on, among other things, rulemaking and implementation guidance.
In June 2021, the Financial
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Crimes Enforcement Network, a bureau of the U.S. Department of the Treasury, issued the priorities for anti-money laundering and countering the financing of terrorism
policy required under AMLA. The priorities include: corruption, cybercrime, terrorist financing,
fraud, transnational crime, drug trafficking, human trafficking and proliferation financing.
Federal regulators regularly examine BSA/Anti-Money Laundering and sanctions compliance to enhance their adequacy and effectiveness, and the frequency and extent
of such examinationsand related remedial actions have been increasing.
Community Reinvestment Act
The CRA requires banks to help serve the credit needs of their communities, including extending credit to low- and moderate-income individuals and geographies.
Should Popular or our bank subsidiaries fail to serve adequately the community,
potential penalties may include regulatory denials of applications to expand branches, relocate offices or branches, add subsidiaries and affiliates, expand into into new
financial activities and merge with or with or purchase other financial institutions. institutions. In May 2022, the Office of the Comptroller of the Currency (“OCC”) On
October 24, 2023, the
OCC, the Federal Reserve Board, and the FDIC jointly issued a proposed final rule to modernize the federal banking agencies’ CRA regulations. The proposed
rule would adjust CRA evaluations regulations and respond to changes in the based on banking industry. Among other bank size items, the final rule introduces new tests
and type, under which the performance of banks will with be assessed and includes data collection and reporting requirements, many of the proposed changes applying
only to banks which are with over $2 billion in assets and several applying applicable only
only to banks with over $10
$10 billion in assets, such such as Popular. BPPR and PB. The effects on effective date of Popular of any the final rule is potential change April 1, 2024; however, banks
will not be required to the begin complying with certain provisions CRA rules will of the final rule until January 1, 2026, with data reporting requirements

January

1,
depend becoming applicable on the final2form of
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Interchange Fees Regulation

The Federal Reserve Board has established standards for debit card interchange fees and prohibited network exclusivity arrangements and routing restrictions. The
maximum permissible interchange fee that an issuer may receive for an electronic debit transaction is the sum of 21 cents per transaction and 5 basis points multiplied
by the value of the transaction. Additionally, the

Federal Reserve Board allows for an upward adjustment of no more than 1 cent to an issuer’s debit card interchange fee if the issuer develops and implements policies
and procedures reasonably designed to achieve certain fraud-preventionstandards.

In October 2023, the Federal Reserve Board proposed amendments to its rules on interchange fees. The proposed changes would establish a maximum permissible
interchange fee of no more than 14.4 cents per transaction plus four basis points multiplied by the value of the transaction. The fraud prevention adjustment would be
increased to 1.3 cents per transaction. The

proposed rule would also establish an automatic update of the interchange fee cap every other year based on a survey of debit card issuers.

Consumer Financial Protection Act of 2010

The Consumer Financial Protection Bureau (the “CFPB”) supervises “covered persons” (broadly defined to include any person offering or providing a consumer financial
product or service and any affiliated service provider) for compliance with federal consumer financial laws. The CFPB also has the broad power to prescribe rules
applicable to a covered person or service provider identifying as unlawful, unfair, deceptive, or abusive acts or practices in connection with any transaction with a
consumer for a consumer financial product or service, or the offering of a consumer financial product or service. We are subject to examination and regulation by the
CFPB.

On October 19, 2023, the CFPB proposed a new rule to implement Section 1033 of the Consumer Financial Protection

Act that would require a provider of payment accounts or products, such as a bank, to make data available to consumers upon request regarding the products or
services they obtain from the provider. Any such data provider would also have to make such data available to third parties, with the consumer’s express authorization and
through an interface that satisfies formatting, performance and security standards, for the purpose of such third parties providing the consumer with financial products or
services requested by the consumer. Data that would be required to be made available under the rule would include transaction information, account balance,
account and routing numbers, terms and conditions, upcoming bill information, and certain account verification data. The

proposed rule is intended to give consumers control over their financial data, including with whom it is shared, and encourage competition in the provision of
consumer financial products or services. For banks with at least $850 million and less than $50 billion in total assets, compliance with the proposed rule's requirements
would be required approximately two and a half years after adoption of the final rule. For banks with at least $50 billion and less than $500 billion in total assets,
compliance with the proposed rule’s requirements would be required approximately one year after adoption of the final rule.

On January 17, 2024, the CFPB proposed a rule that would significantly reform the regulatory framework governing overdraft practices applicable to banks such as
BPPR and PB that have more than $10 billion in assets. The proposed rule would modify or eliminate several long-standing exclusions from requirements generally
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applicable to consumer credit that previously exempted certain overdraft practices. The proposal would also generally require banks to restructure many overdraft fees,

overdraft lines of credit, and other overdraft practices as separate consumer credit accounts that would be subject to those requirements.

These changes to the regulatory framework could resultin BPPR and PB, among other things, facing higher compliance costs in charging overdraft fees, experiencing
a decreased ability to recover amounts extended as overdraft protection, reducing the availability of overdraft protection, and/or charging lower overdraft fees.

Office of Foreign Assets Control Regulation

The U.S. Treasury Department Office of Foreign Assets Control (“OFAC”) administers economic sanctions that affect transactions with designated foreign countries,
nationals and others. The OFAC-administered sanctions targeting countries take many different forms. Generally, however, they contain one or more of the following
elements: (i) restrictions on trade with or investment in a sanctioned country; and (ii) a blocking of assets in which the government of the sanctioned country or other
specially designated nationals have an interest, by prohibiting transfers of property subject to U.S. jurisdiction (including property in the United

States or the possession or control of U.S. persons outside of the United States). Blocked assets (e.g., property and bank deposits)

cannot be paid out, withdrawn, set off or transferred in any manner without a license from OFAC. Failure to comply with these sanctions could have serious legal and
reputational consequences.

21

Protection of Customer Personal Information and Cybersecurity

The privacy provisions of the Gramm-Leach-Bliley Act of 1999 generally prohibit financial institutions, including us, from disclosing nonpublic personal financial
information of consumer customers to third third parties for certain purposes (primarily marketing)

unless customers have the opportunity to opt out of the disclosure. The Fair Credit Reporting Act restricts information sharing among affiliates for marketing
purposes and governs the use and provision of information to consumerreporting agencies.

The federal banking regulators have also issued guidance and proposed rules regarding cybersecurity that are intended to enhance cyber risk management standards
among financial institutions. A financial institution is expected to establish lines of defense and to maintain risk management processes that are designed to address
the risk posed by compromised customer credentials. A financial institution’s management is expected to maintain sufficient business continuity planning processes
for the rapid recovery, resumption and maintenance of the institution’s operations after a cyber-attack involving destructive malware. A

financial institution is also expected to develop appropriate processes to enable recovery of data and business operations and
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address rebuilding network capabilities and restoring data if the institution or its critical service providers fall victim to this type of cyber-attack. If we fail to observe the
regulatory guidance, we could be subject to various regulatory sanctions, including financial penalties. In November 2021, the U.S. federal bank regulatoryagencies
issued a final rule requiring banking organizations, including

Popular, PNA, BPPR and PB, to notify their primary federal banking regulator within 36 hours of determining that a “notification incident” has occurred. A notification
incident is a “computer-security incident” that has materially disrupted or degraded, or is reasonably likely to materially disrupt or degrade, the banking organization’s
ability to deliver services to a material portion of its customer base, jeopardize the viability of key operations of the banking organization, or impact the stability of the

financial sector.

The final rule also requires specific and immediate notifications by bank service providers that become aware of similar incidents.

State and foreign regulators have also been increasingly active in implementing privacy and cybersecurity standards and regulations. Several states have adopted
regulations requiring certain financial institutions to implement cybersecurity programs and providing detailed requirements with respect to these programs, including data
encryption requirements. In New York, the NYSDFS

requires financial institutions regulated by the NYSDFS, including PB, to, among other things, (i) establish and maintain a cybersecurity program designed to
enhance the confidentiality, integrity and availability of their information systems; (ii) implement and maintain a written cyber security policy setting forth policies and
procedures for the protection of their information systems and nonpublic information; and (iii) designate a Chief Information Security Officer.

InOn March November 2022, 1, 2023, the NYSDFS adopted amendments to its cybersecurity regulations that represent a significant update to the regulation of
cybersecurity practices. The

amendments generally fall within the following five categories: (i) increased mandatory controls associated with common attack vectors, (i) enhanced requirements

for privileged accounts, (iii) enhanced notification obligations, (iv) expansion of cyber governance practices and (v) additional cybersecurity requirements for
larger companies. Most of the amendments will become effective 180 days after adoption.

On July 6, 2023, the SEC proposed adopted new rules that would require registrants, such as Popular, to (i) report material cybersecurity incidents on Form 8-K
and, (i) disclose in Annual Report on Form 8-K, 10-K (ii) include updated disclosure in Forms 10-K and 10-Q of previously disclosed cybersecurity incidents, policies
and procedures disclose previously undisclosed, individually immaterial incidents when a determination is made that they have and become material on an
aggregated basis, (iii) disclose cybersecurity policies and procedures and governance practices, including at the board and management levels, in Form 10-K and (iv)
disclose the board of directors’ cybersecurity expertise. management levels.
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Many states and foreign governments have also recently implemented or modified their data breach notification and data privacy requirements. The California Consumer
Privacy Act (“CCPA") imposes privacy compliance obligations with regard to the collection, use and disclosure of personal information of California residents, and the
November 2020 amendment to the CCPA

creates the California Privacy Protection Agency, a watchdog privacy agency, and further expands the scope of businesses covered by the law and certain rights relating to
personal information. The substantive obligations under the 2020 amendment to the CCPA

became effective on January 1, 2023. In European Union, the General Data Protection Regulation heightens privacy compliance obligations and imposes strict
standards for reporting data breaches. We expect this trend to continue and are continually monitoring developments in the jurisdictions in which we operate.

See “Puerto Rico Regulation” below for a description of legislations and regulations on information privacy and cybersecurity in Puerto Rico.

Climate-Related Financial Risks and ESG Developments

In recent years,Sfederal, state and federalinternational banking lawmakers and regulators have become increased increasingly their focused focus on

matters financial institutions’ regarding and other companies’ risk oversight, disclosures and practices in connection with climate change and its other
associated risks. environmental, social and In 2021, governance (“ESG”") matters. For example, on October 24, 2023, the OCC proposed principles to Federal Reserve,
FDIC, provide for a framework and OCC

finalized interagency guidance on principles for the management of climate-related risks for financial institutions and in 2022, the FDIC, the Federal Reserve Board and
the NYSDFS each proposed principles or guidance with respect to the financial risk management of climate-related risks for financial institutions. Additionally, in 2022,
the SEC proposed rule changes that would require registrants, such as Popular, applicable to disclose regulated information financial

22

institutions with more about than $100 billion in total consolidated assets. The principles are intended to support efforts by large financial institutions to focus on key

aspects of climate-related financial risk management and cover six areas: (1) governance; (2) policies,

procedures, and limits; (3) strategic planning; (4) risk management; (5) data, risk measurement, and reporting; and (6) scenario analysis. On December 21, 2022, the
NYSDFS proposed guidance on climate-related risks financial risk management applicable to

NYSDFS-regulated banking and mortgage certain organizations, including climate-related PB. The proposed guidance would address material financial financial

statement metrics. risks related to climate change faced by these organizations in the context of risk assessment, risk management, and risk appetite setting. On March

21, 2022, the SEC issued a proposed rule on the enhancement and standardization of climate-related disclosures for investors. The proposed rule would require public

issuers, including the Company, to significantly expand the scope of climate-

related disclosures in their SEC filings. The SEC also announced plans to propose rules to require enhanced disclosure regarding human capital management and board

diversity for public issuers.

Incentive Compensation

The Federal Reserve Board reviews, as part of its regular, risk-focused examination process, the incentive compensation arrangements of banking organizations, such as
Popular, that are not “large, complex banking organizations.” Deficiencies will be incorporated into the organization’s supervisory ratings, which can affect the

organization’s ability to make acquisitions and take other actions. Enforcement actions may be taken against a banking organization if its incentive compensation

arrangements, or related risk-management control or governance processes, pose a risk to the organization's safety and soundness and the organization is not

taking prompt and effective measures to correct the deficiencies.

The Federal Reserve Board, OCC and FDIC have issued comprehensive final guidance on incentive compensation policies intended to discourage excessive risk-

taking in the incentive compensation policies of banking organizations in order to not
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undermine the safety and soundness of such organizations. The guidance, which covers all employees that have the ability to materially affect the risk profile of an
organization, either individually or as part of a group, is based upon the key principles that a banking organization’s incentive compensation arrangements should (i)
provide incentives that do not encourage risk-taking beyond the organization’s ability to effectively identify and manage risks, (i) be compatible with effective
internal controls and risk management, and (iii) be supported by strong corporate governance, including active and effective oversight by the organization’s board of
directors.
The Dodd-Frank Act requires the U.S. financial regulators, including the Federal Reserve Board, the other federal banking agencies and the SEC, to adopt rules
prohibiting incentive-based payment arrangements that encourage inappropriate risks by providing excessive compensation or that could lead to a material financial
loss at specified regulated entities having at least $1
billion in total assets (including Popular, PNA, BPPR and PB). The U.S. financial regulators proposed revised rules in 2016, which have not been finalized.
In October 2022, the SEC adopted a final rule requiring securities exchanges to adopt rules mandating, in the case of a restatement, the recovery or “clawback” of
excess incentive-based compensation paid to current or former executive officers and requiring listed issuers to disclose any recovery analysis where recovery is
triggered by a restatement. The excess compensation would be based on the amount the executive officer would have received had the incentive-based compensation
been determined using the restated restated financials. The Nasdag final rule Stock Market's listing requires the securities exchanges standards pursuant to propose
conforming listing standards by February
26, 2023 and requires the standards to become SEC's rule became effective October 2,
2023. Popular’s clawback policy adopted in accordanceno later than November 28, 2023. Each listed issuer, which includes
Popular as a listed issuer on the Nasdaqg Stock Market, would then be required to adopt a clawback policy within 60 days after its exchange’s with these listing standard
Exhibit

has become effective. Popular will work to implement these new requirements standards is included as thetrule. becomes effective.

Regulation of Broker-Dealers

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 32/225

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies. <


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Our subsidiary, PS, is a registered broker-dealer with the SEC and subject to regulation and examination by the SEC as well as FINRA and other self-regulatory
organizations. These regulations cover a broad range of issues, including capital requirements; sales and trading practices; use of client funds and securities;

the conduct of directors, officers and employees;

record-keeping and recording; supervisory procedures to prevent improper trading on material non-public information; qualification and licensing of sales personnel;
and limitations on the extension of credit in securities transactions. In addition to federal registration, state securities commissions require the registration of certain
broker-dealers. PS is registered with 35 U.S. state and territory securities commissions.

Regulation of Reinsurers, Insurance Producers and Agents

Popular’s subsidiaries that are engaged in insurance agency and producer activities are subject to regulatory supervision by the Puerto Rico Office of the Commissioner of
Insurance and to insurance laws and regulations requiring licensing of insurance producers and agents. Popular’s reinsurance subsidiaries are subject to licensure and
regulatory supervision by the Puerto Rico

23

Office of the Commissioner of Insurance and to insurance laws and regulations requiring, among other things, minimum capital and solvency standards, financial reporting,
restrictions on the amount of dividends payable, record keeping and examinations.

Puerto Rico Regulation

As a commercial bank organized under the laws of Puerto Rico, BPPR is subject to supervision, examination and regulation by the Office of the Commissioner of
Financial Institutions, pursuant to the Puerto Rico Banking Act of 1933, as amended

(the “Banking Law”).

Section 27 of the Banking Law requires that at least ten percent (10%) of the yearly net income of BPPR be credited annually to a reserve fund. The apportionment
must be done every year until the reserve fund is equal to the total of paid-in capital on common and preferred stock. During 2022, $76.9 2023, $44.5million was
transferred to the statutory reserve account.

Section 27 of the Banking Law also provides that when the expenditures of a bank are greater than its receipts, the excess of the former over the latter must be
charged against against the undistributed profits of of the bank, and the the balance, if any, any, must be charged against the reserve fund. If the reserve fund is not
sufficient to cover such balance in whole or in part, the outstanding
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amount must be charged against the capital account and no dividend may be declared until capital has been restored to its original amount and the reserve fund to 20% of
the original capital.

Section 16 of the Banking Law requires every bank to maintain a legal reserve that, except as otherwise provided by the

Office of the Commissioner, may not be less than 20% of its demand liabilities, excluding government deposits (federal, state and municipal) that are secured by
collateral. If a bank is authorized to establish one or more bank branches in a state of the United

States or in a foreign country, where such branches are subject to the reserve requirements of that state or country, the Office of the

Commissioner may exempt said branch or branches from the reserve requirements of Section 16. Pursuant to an order of the

Federal Reserve Board dated November 24, 1982, BPPR has been exempted from the reserve requirements of the Federal

Reserve System with respect to deposits payable in Puerto Rico. Accordingly, BPPR is subject to the reserve requirement prescribed by the Banking Law. During
2022, 2023, BPPR was in compliance with the statutory reserve requirement.

Section 17 of the Banking Law permits a bank to make loans to any one person, firm, partnership or corporation, up to an aggregate amount of fifteen percent (15%) of the
paid-in capital and reserve fund of the bank. As of December 31, 2022, 2023, the legal lending limit for BPPR under this provision was approximately $334 $341 million.
In the case of loans which are secured by collateral worth at least 25% more than the amount of the loan, the maximum aggregate amount of such secured loans is
increased to one third of the paid-in capital of the bank, plus its reserve fund. In no event may the total of unsecured and secured loans to any one person, firm,
partnership or corporation exceed an aggregate amount of 33 1/3% of the paid-in capital and reserve fund of the bank.
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If the institution is well capitalized and had been rated 1 in the last examination performed by the Office of the Commissioner or any regulatory agency, its legal lending
limit shall also include 15% of 50% of its undivided profits and for loans secured by collateral worth at least 25% more than the amount of the loan, the capital of the
bank shall also include 33 1/3% of 50% of its undivided profits. Institutions rated 2 in their last regulatory examination may include this additional component in their legal
lending limit only with the previous authorization of the Office of the Commissioner. There are no restrictions under Section 17 on the amount of loans that are wholly
secured by bonds, securities and other evidence of indebtedness of the Government of the United States or Puerto

Rico, or by current debt bonds, not in default, of municipalities or instrumentalities of Puerto Rico. During 2022,2023, BPPR was in compliance with the lending limit
requirements of Section 17 of the Banking Law.

Section 14 of the Banking Law authorizes a bank to conduct certain financial and related activities directly or through subsidiaries, including finance leasing of personal
property and originating and servicing mortgage loans. BPPR engages in finance leasing through its wholly-owned subsidiary, Popular Auto, LLC, which is organized and
operates in Puerto Rico. The origination and servicing of mortgage loans is conducted by Popular Mortgage, a division of BPPR.

With respect to information privacy, Puerto Rico law requires businesses to implement information security controls to protect consumers’ personal information from
breaches, as well as to provide notice of any breach to affected customers. In

addition, as noted above in “Regulation of Reinsurers, Insurance Producers and Agents”, Popular’s reinsurance subsidiaries are subject to licensure and regulatory
supervision by the Puerto Rico Office of the Commissioner of Insurance and to insurance laws and regulations.

24

Available Information

We maintain an Internet website at www.popular.com. Via the “Investor Relations” link at our website, our annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K and amendments to such reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”), are available, free of charge, as soon as reasonably practicable after such forms are electronically filed with, or furnished to, the SEC. The SEC
also maintains an internet website at http://www.sec.gov that contains reports, proxy and information statements, and other information regarding issuers that file
electronically with the SEC. SEC. You may obtain copies of our filings on the SEC site.

We have adopted a written code of ethics that applies to all directors, officers and employees of Popular, including our principal executive officer and senior financial
officers, in accordance with Section 406 of the Sarbanes-Oxley Act of 2002 and the rules of the SEC promulgated thereunder. Our Code of Ethics is available on our
corporate website, www.popular.com, in the section entitled “Corporate Governance.” In the event that we make changes to, or provide waivers from, the provisions of

this Code

of Ethics that the SEC requires us to disclose, we intend to disclose these events on our corporate website in such section. In the
Corporate Governance section of our corporate website, we have also posted the charters for our Audit Committee, Talent and
Compensation Committee, Risk Management Committee, Corporate Governance and Nominating Committee and Technology
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Committee, as well as our Corporate Governance Guidelines. In addition, information concerning purchases and sales of our equity securities by our executive officers and
directors is posted on our website.

All website addresses given in this document are for information only and are not intended to be active links or to incorporate any website information into this Form
10-K.

ITEM 1A. RISK FACTORS

We, like other financial institutions, face risks inherent to our business, financial condition, liquidity, results of operations and capital position. These risks could cause
our actual results to differ materially from our historical results or the results contemplated by the forward-looking statements contained in this report.

The risks described in this report are not the only risks we face. Additional risks and uncertainties not currently known by us or that we currently deem to be immaterial,
or that are generally applicable to all financial institutions, may also materially adversely affect our business, financial condition, liquidity, results of operations or capital
position.

ECONOMIC AND MARKET RISKS
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Weakness in the economy, particularly in Puerto Rico, where a significant portion of our business is concentrated, has adversely impacted us in the past

and may adverselyimpact us in the future.

We have been, and will continue to be, impacted by global and local economic and market conditions, including weakness in the economy, disruptions and volatility in the
financial markets, inflation, changing monetary and fiscal policies, policies, public policy, geopolitical conflicts, consumer business and changes in business consumer

sentiment and unemployment. A significant portion of our business is concentrated in

Puerto Rico,

which accounted for approximately 79% 77% of our assets and 84% 81% of of our deposits as of December 31, 20222023 and 82% 78% of our revenues

for the year ended December 31, 2022. 2023. As a result, our financial condition and results of operations are highly dependent on the

the general trends of the Puerto Rico economy and other conditions affecting Puerto Rico consumers and businesses. The businesses. The

concentration of our operations in in Puerto Rico Rico exposes us to greater risks than than other banking companies with a
wider geographic base.

Puerto Rico has faced significant economic and fiscal challenges in the past, including a severe recession that began in

2007 and persisted for over a decade and an acute fiscal crisis that led the Puerto Rico government to file for a form of federal bankruptcy protection in 2017. Puerto
Rico’s fiscal and economic challenges have in the past adversely affected our customers,

resulting in higher delinquencies, charge-offs and increased losses for us. While Puerto Rico’s economy has been gradually recovering and the Puerto Rico
government has emerged recently emerged from bankruptcy in 2022, Puerto Rico still faces economic and fiscal challenges challenges. Moreover, Puerto Rico
has historically received a significant amount of federal funds through non-recurring appropriations, particularly to cover costs associated with its health insurance
program, and could face additional Puerto Rico’s recent economic or fiscal challenges in the recovery has future, including as a result of weakness or volatility in been partially

global
the driven by significant federaledisaster relief and financial stimulus markets. A weakening of funding. Therefore, the Puerto Rico economy is highly susceptible to
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changes in federal public policy towards Puerto Rico. Public policy changes that result in a reduction of federal funding for Puerto Rico, or in delays in the receipt of
such funding, could significantly impact Puerto Rico’s economy. A weakening of the Puerto Rico economy or other adverse economic conditions affecting conditions
affecting

Puerto Rico consumers and businesses could result in
25

decreased demand for our products or services, services, deterioration in the credit quality of our customers, higher higher delinquencies, charge-
charge-offs offs or increased losses, all of which could adversely affect our financial condition and results of operations.
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We are also exposed to risks related to the state of the local economies of the other markets in which we do business, such as New

York and Florida, andrelated to the state of the local economies of the other markets in which we do business,

such as New York and Florida, and to the state of the global and U.S. economy and financial markets. Global financial markets have recently financial markets experienced
periods have recently experienced periods of extraordinary disruption and volatility, exacerbated by geopolitical conflicts, the COVID-19 pandemic, the war U.S. in
Ukraine, supply- debt-ceiling chain disruptions, situation, high levels of and rapid increases in, inflation and increasing and high rapid increases in interest rates.
Inflationary pressures have increasedimagasedf our expenses (including

(including our our personnel expenses) expenses) and adversely adversely affected consumer consumer sentiment. Central Central bank responses

responses to inflationary pressures have

led to higher higher market interest rates and, in turn, lower activity levels across U.S. and global financial

financial markets. These circumstances have

resulted in, and could continue to result in, reductions in the value of our investments.

If If these conditions persist or worsen, our results of operations, financial position and liquidityresults of operations, financial position could be materially and liquidity
could be materially and adversely affected.

Changes in interest rates and credit spreads can adversely impact our financial condition, including our investment portfolio, since a significant portion
of our business involves borrowing and lending money, and investing in financial instruments.

Our business and financial performance are impacted by market interest rates and movements in those rates. Since a high percentage of our assets and liabilities are
interest bearing or otherwise sensitive in value to changes in interest rates, changes in interest rates, in the shape of the yield curve or in spreads between different types of
rates, have had and could in the future have

24

a material impact on our results of operations and the values of our assets and liabilities, including our investment portfolio. Interest

rates are highly sensitive to many factors over which we have no control and which we may not be able to anticipate adequately,

including general economic conditions and the monetary and tax policies of various governmental bodies, particularly the Federal

Reserve Board.

Increasing levels of inflation, driven by pent-up demand and supply-chain disruptions caused by the COVID-19 pandemic and the war in Ukraine, led the Federal Market
Committee of the Federal Reserve Board (the “FOMC”) to execute a series of sharp benchmark interest rate increases over the past year. While the pace at which
inflation is increasing has slowed down beginning in recent months, following a mid-2022 peak, the Federal

Reserve Board has signaled first that it may increase quarter of 2022. While the FOMC has indicated that it may conclude its interest rate hike cycle, the amount and
pace of any reduction in interest rates further to continue to control and bring down inflation. If the interest rates we pay on our deposits and other borrowings increase at
a faster rate than the interest rates we receive on loans and other investments, our net interest income, and, therefore, our earnings, could be adversely affected. remains
uncertain. Higher interest rates could also lead to to fewer originations of commercial and residential real real estate loans, loss of deposits, a misalignment in the the
pricing of short-term and long-term borrowings, less liquidity in the financial markets and higher funding costs. Furthermore, higher interest rates could negatively
affect the payment performance on loans linked to variable interest rates to the extent borrowers are unable to afford higher interest payments, which could result in
higher delinquencies. Additionally, inflationary Inflationary pressure arising from increases increases in interest rates interest rates may also affect borrowers’ financial
condition and their ability to pay their debts when due. Additionally, if the interest rates we pay on our deposits and other borrowings were to increase at a faster rate

than the interest rates we receive on loans and other investments, our net interest income, and, therefore, our earnings, could be adversely affected. All of these
outcomes could adversely affect our earnings, liquidity and capital levels.

The rapid rise in interest rates in 2022 resulted in approximately $2.5 billion in unrealized mark-to-market losses on available-for-sale securities held in our
investment securities portfolio. In October 2022, we transferred U.S. Treasury securities with a fair value of approximately $6.5 billion (par value of $7.4 billion), and with
accumulated unrealized losses of $873 million, from our available-for-sale portfolio to our held-to-maturity portfolio to reduce the portfolio. impact While the size of further
increases in interest rates our unrealized mark-to-market losses on accumulated available-for-

other comprehensive sale income and securities tangible capital. had However, been reduced to $1.4 billion as of December 31, 2023, if interest rates continue were

to again rise rapidly or fora a prolonged period, we may accumulate significant additional mark-to-market losses losses on other investment securities in our available-

for-sale portfolio, which may adversely affect our tangible capital and impact our ability to return capital to our stockholders.

We arealso subject to risks related to the transition away from the London Interbank Offered Rate (“LIBOR”) upon the cessation in the publication of the remaining

principal tenors of U.S. dollar LIBOR, which is scheduled for June 30, 2023. These

risks were significantly reduced following the enactment by the U.S. Congress of the Adjustable Interest Rate (LIBOR) Act in the first quarter of 2022, which provides a

framework for replacing LIBOR with new benchmark rates based on the Secured Overnight

Financing Rate (“SOFR?”) in loans that do not have effective alternate interest rate provisions. However, there is no assurance that the new SOFR-based benchmarks will

be similar to, or produce the economic equivalent of, LIBOR, and the transition to these new benchmark rates could result in operational, systems or other practical

challenges, litigation or other adverse consequences. stockholders.

For a discussion of the Corporation’s interest rate sensitivity, please refer to the “Risk Management” section of the MD&A

in this Form 10-K.

Fiscal challenges facing the U.S. government could negatively impact financial markets, which in turn could have an adverse effect on our financial position or

results of operations.

In January 2023, the outstanding debt of the U.S. reached its statutory limit and the U.S. Treasury Department

commenced taking extraordinary measures to prevent the U.S. from defaulting on its obligations. If Congress does not raise the debt ceiling, the U.S. could default on
its obligations, including U.S. Treasury securities, which play an integral role in financial markets. Many of the investment securities held in our portfolio are issued

by the U.S. government and government agencies. A

U.S. government debt default, threatened debt default or downgrade of the sovereign credit ratings of the U.S. by credit rating agencies could have a significant

adverse impact on market volatility and illiquidity, lead to further increases in interest rates,

heighten operational risks relating to the clearance and settlement of transactions, and result in a significant deterioration in economic conditions in the U.S. and

worldwide. Even if the U.S. does not default, continued uncertainty relating to the debt ceiling could resultin downgrades of the U.S. credit rating, which could adversely
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affect market conditions, lead to further increases in interest rates and borrowing costs or necessitate significant operational changes among market participants if the
liquidity or fair value of U.S. Treasury and/or agency securities decreases. Further, the fair value, liquidity and credit ratings of securities issued by,
or other obligations of, agencies of the U.S. government as well as municipal bonds could be similarly adversely affected.
BUSINESS RISKS
Negative changes in the financial condition of our clients have adversely impacted us in the past and may adversely impact us in the future.

25

A significant portion of our business involves lending money, which exposes us to credit risk and risk of loss if borrowers do not repay their loans, leases,
credit cards or other credit obligations. The performance of these credit portfolios significantly affects our financial condition and results of operations. We have in the
past been adversely affected by negative changes in the financial condition of our clients due to weakness in the Puerto Rico and U.S. economy. If the current economic
environment were to
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deteriorate, more customers may have difficulty in repaying their credit obligations, which may result in higher levels of credit losses and reserves for credit losses.

We are exposed to increased credit risks and credit losses to the extent our clients are concentrated by industry segment or type of client.

Our credit risk and credit losses can increase to the extent our loans are concentrated in borrowers engaged in the same or similar activities or in borrowers who as a
group may be uniquely or disproportionately affected by certain economic or market conditions. We have significant exposure to borrowers in certain economic sectors,
such as residential and commercial real estate,

hospitality and healthcare. Challenging economic or market conditions that affect the industries or types of clients to which we have significant exposure could result in
higher credit losses and adversely affect our financial condition and results of operations.

We also have direct lending and investment exposure to Puerto Rico government entities, which have faced significant fiscal challenges. At December 31, 2022, 2023,
our exposure to the Puerto Rico government consisted of $374 $362 million in direct lending exposure to Puerto Rico municipalities and $251 238 million in loans
insured or securities issued by Puerto Rico governmental entities but for which the principal source of repayment is non-governmental. We also have indirect lending
exposure to the Puerto Rico

government in the form of loans to private borrowers who are service providers, lessors, suppliers or have other relationships with the Puerto Rico government. While the
overall fiscal situation of the Puerto Rico government has improved in recent years, including as result of the government and certain of its instrumentalities having
restructured their debt obligations, some Puerto Rico

government entities, including certain municipalities, still face significant fiscal challenges. A deterioration in the fiscal situation of the

Puerto Rico government and its instrumentalities, and in particular in the fiscal situation of the Puerto Rico municipalities to which we have direct lending exposure, could
result in higher credit losses and reserves for credit losses. For a discussion of risks related to the Corporation’s credit exposure to the Puerto Rico and USVI governments,
see the Geographic and Government Risk section in the MD&A section of this Form 10-K.

Deterioration in the values of real properties securing our commercial, mortgage loan and construction portfolios have in the past resulted, and may in the
future result,in increased credit losses and harm our results of operations.

As of December 31, 2022, 2023, approximately 56% 55% of our loan portfolio consisted of loans secured by real estate collateral

(comprised of 29% 30% in commercial loans, 25% 22% in residential mortgage loans and 2% 3% in construction loans). The The value of the collateral securing such loans
is dependent upon economic conditions in the area in which the collateral is located. Weakness in the economy of some of the markets we serve has in the past resulted in
significant declines in the value of the real properties securing our loan portfolio, leading to increased credit losses. If the value of the real estate properties securing our
loan portfolio declines again in the future, we may be required to increase our provisions for loan losses and allowance for loan losses. Any such increase could have an
adverse effect on our financial condition and results of operations. For more information on the credit quality of our construction,

commercial and mortgage portfolio, see the Credit Risk Risk section of the MD&A included in this Form Form 10-K.

We are exposed to credit risk from mortgage loans that have been sold or are being serviced subject to recourse arrangements.

Popular is generally at risk for mortgage loan defaults from the time it funds a loan until the time the loan is sold or securitized into a mortgage

backed mortgage-backed security. However, we have retained part of the credit risk on sales of mortgage loans through recourse arrangements, and we also service
certain mortgage loan portfolios with recourse. At December 31, 2022, 2023, we were exposed to credit risk with respect to $0.6 billion in residential mortgage loans
sold or serviced subject to credit recourse provisions,

consisting principally of loans associated with the Fannie Mae and Freddie Mac programs. Pursuant to such recourse provisions, we are required to repurchase the loan or
reimburse the third-party investor for the incurred loss in the event of a customer default. The

maximum potential amount of future payments that we would be required to make under the recourse arrangements in the event event of nonperformance by the
borrowers is equivalent to the total outstanding balance of the residential mortgage loans serviced with recourse and interest, if applicable. In the event of
nonperformance by the borrower, we have rights to the underlying underlying collateral securing the mortgage loan. During 2022, 2023, we repurchased approximately
$7 $2 million in mortgage loans subject to credit recourse provisions. As of December 31, 2022, 2023, our liability established to to cover the the estimated credit credit
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loss exposure exposure related to to loans sold sold or serviced with credit recourse amounted to $7 million $4 million. We may suffer losses on these loans if the
proceeds from a foreclosure sale of

26

the property underlying a defaulted mortgage loan are less than the outstanding principal balance of the loan plus any uncollected interest advanced and the costs of
holding and disposing of of the related property.

Defective and repurchased loans may harm our businessand financial condition.
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condition.
27
In connection with the sale and securitization of mortgage loans, we are required to make a variety of customary representations and warranties regarding
Popular and the loans being sold or securitized. Our obligations with respect to these representations and warranties are generally outstanding for the life life of the loan,
and they relate relate to, among other things, compliance with laws and regulations, underwriting standards, the accuracy of information in the loan documents and

loan file and the characteristics and enforceability of the loan. A loan that does not comply with the secondary market's requirements may take longer to sell,
impact our ability to securitize the loans or pledge the loans as collateral for borrowings, or be unsalable or salable only at a significant discount. Moreover, if any
such loan is sold before we detect non-compliance, we may be obligated to repurchase the loan and bear any associated loss directly, or we may be obligated to
indemnify the purchaser against any loss. We
seek to minimize repurchases and losses from defective loans by correcting flaws, if possible, and selling or re-selling such loans.
However, if we were to suffer significant losses from defective and repurchased loans, our results of operations and financial condition could be materially impacted.
If we are unable to maintain or grow our deposits, we may be subject to paying higher funding costs and our net interest income may decrease.

We must maintain adequate liquidity and funding sources rely primarily to support our operations, comply with our financial obligations,

finance our transformation initiative, fund planned capital distributions and meet regulatory requirements. We rely primarily on bank deposits as a low cost and low cost
and stable source of funding for our lending activities and the operation
the operation of our business. Therefore, our fundingfunuditsgare largely dependent on our ability to maintain and grow our deposits. As our our competitors have raised the interest rates
they pay on deposits, our funding costs have increased, as we have needed to increase the rates we pay to our depositors to our depositors to avoid losing deposits deposits. We and to procure
new ones. Rising interest rates have also led customers to move their funds to alternative investments that pay higher interest rates. Additionally, periods of market stress or lack of market or
customer confidence in financial institutions may result in a loss of customer deposits, especially to the extent those deposits are in excess of the FDIC-insured limit of $250,000. As of December 31,
2023, we had $14.6 billion of deposits (other than collateralized public funds, which represent public deposit balances from governmental entities in the U.S. and its territories, including Puerto Rico
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and the United States Virgin Islands, that are collateralized based on such jurisdictions’ applicable collateral requirements) in excess of the FDIC-insured limit. As deposits
decrease, we may also need to rely on more need to expensive sources of funding. Furthermore, we have a rely on more expensive sources of funding if deposits
decrease. Rising interest rates have also led customers to move their funds to alternative investments that pay higher interest rates. Furthermore, we have a
significant amount of deposits from the Puerto Rico government, its instrumentalities and municipalities ($15.218.1 billion, or approximately 25% 28% of our total
deposits, as of December 31, 2022) 2023), and the amount of these deposits may fluctuate depending on the financial condition and liquidity of these entities, as well as
on on our ability to maintain these customer relationships. Under the terms of BPPR'’s deposit pricing agreement with Puerto Rico public sector, public fund deposit rates
are market linked with a lag minus a specified spread. Therefore, as market rates rise, we are required to sequentially increase the rates we pay our ability to public
deposits. If maintain these we are unable customer relationships. If we are unable to maintain or grow our deposits deposits for any reason, we may may be subject to

paying higher funding funding costs and
and our net interest income may decrease.

OPERATIONAL RISKS

We and our third-party providers have been, and expect in the future to continue to be, subject to cyber cyber-attacks, attacks, which could cause substantial
harm and have an adverseeffect on our business and results of operations.

Information security risks for large financial institutions such as Popular have increased significantly in recent years in part because Cybersecurity ofrisks the for

proliferation large of financial new technologies, institutions such as Internet Popular and have increased significantly in recent years in part because of the proliferation of
new technologies, such as mobile banking, artificial to conduct instant financial transactions anywhere globally, growing geo-political threats, such as the ongoing Russian
conflict in Ukraine, intelligence and the ability to conduct instant financial transactions anywhere globally, growing geo-political threats, such as the ongoing wars in Ukraine
and in the Gaza Strip,

and the increased sophistication and activities of organized crime, hackers, terrorists, nation-states, hacktivists and other parties. In

the ordinary the ordinary course of business, we

we rely on electronic communications and and information systems to conduct our operations operations and to transmit and store sensitive data. WeVéenploy a layered
defensive approach that employs people, processes and technology to manage and maintain cybersecurity controls through a variety of preventative and maintain detective
cybersecurity controls through a variety of preventative and detective tools that monitor, block, and provide alerts regarding suspicious activity and

identify suspected advanced persistent threats. Notwithstanding our defensive measures and the significant resources we devote to and the significant resources we devote
to protect the security of our systems, there is no assurance that all of our security measures will be effective at all times, especially as the threats from cyber-attacks are
continuous and severe. The risk of a security breach due security breach due to a a cyber attack cyber-attack could increase in the future as we continue the future to
expand as we our mobile continue to banking and expand our other internet mobile banking based and other internet-based product offerings, the use of the cloud for
system developmentdandldwstmg and internal use of internet-based products and applications.

We continue to detect and identify attacks that are becoming more sophisticated and increasing in volume, as well as attackers that respond rapidly to changes in
defensive countermeasures. The most significant cyber-attack risks that we or our critical service providers may face

include, but are not limited to, e-fraud, denial-of-service (DDoS), ransomware, computer intrusion and computer intrusion and the exploitation of software zero-day

vulnerabilities that
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might result in disruption disruption of services and in the exposure exposure or loss loss of customer or proprietary data. Loss from e-fraud occurs when cybercriminalscyben
compromise our systems or the systems of our

28
customers and extract funds from customer’s customer’s credit cards or bank accounts, including through through brute force, password password spraying and

credential stuffing attacks directed at gaining unauthorized access
to individual accounts. Denial-of-service attacks intentionally
disrupt the ability of legitimate users, including customers and
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employees, to access networks, websites and online resources. Computer intrusion attempts either direct or through social

Computer intrusion attempts either direct or through social engineering (pretext calls), supply chain compromise, email, text or voice messages, including using brand
impersonation (regularly referred to as phishing, vishing, and smishing), might smishing and quishing), have resulted in and may continue to result in the compromise of
sensitive customer data, such as account numbers, credit cards and social security numbers, and could present significant reputational, legal and regulatory costs to
Popular if successful. The emergence of new

We technologies such as artificial intelligence and quantumcomputing are further expected to exacerbate the target risk of cyber-attacks. phishing, smishing and vishing
Our attacks targeting both customer-facing our customers and platforms employees through brand,

email, text and voicemail impersonation, that have compromised the email accounts of certain of our customers and employees or have resulted in our customers
being deceived into revealing their sensitive information to threat actors. There can be no assurances that there will not be further compromises of sensitive
customer information in the future. Our customer-facing platforms are also routinely attacked by threat actors aiming to gain unauthorized access to our

clients’ accounts. Popular has recently implemented

implemented certain defensive measures in response to brute force attacks on one of our platforms which resulted in certain of our platforms which resulted in certain of
our customers log-in credentials and information being exposed. As a result, Popular notified,

result, Popular notified, as required or otherwise deemed appropriate, customers customers identified as as affected by by the incident. incident. We have to date not
experienced material losses in connection with these attacks. Cyber-security risks have to also date not been recently exacerbated by the discovery of zero-day
vulnerabilities in widely experienced material losses in connection with these attacks. Cyber-security risks have also been recently exacerbated by the discovery of zero-
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day vulnerabilities in widely distributed third party software, such as the vulnerability identified in December 2021 in the Apache log4jin December 2021

and in the MOVEit file transfer application in May 2023, which could affect

Popular’s or any of its service provider'ssystems.

The increased use of remote access and third-party video conferencing solutions to enable work-from-home arrangements for employees and facilitate

employees the use of digital and facilitating the use of digital channels by our customers, has also increased our exposure to cyber cyber-

attacks. In addition, a third party could misappropriate confidential information obtained by intercepting signals or communications from mobile devices used by Popular’s

customers or employees. Recent events, including the Russian conflict wars in Ukraine and the Gaza Strip,

have also illustrated illustrated increased geo-political geo-political factors and the risks related to supply-chain supply-chain compromises and de-stabilizing activities

linked to linked to nation-state sponsored activity as an increasing trend trend to monitor actively. Risks and exposures related to cyber security security attacks are

expected to remain high for the foreseeable future due to the rapidly evolving nature and sophistication of these threats,

including the rise in the use of these cyber-attacks threats, including the rise in the use of cyber-attacks as geopolitical weapons. Although we are regularly targeted by

unauthorized threat-actor threat-

actor activity,

including denial-of-service attacks, we have not, to date, experienced any material losses as a result of any cyber-attacks.

A material compromise or circumvention of the security of our systems could have serious negative consequences for us,

including significant disruption of our operations and those of our clients, customers and counterparties, misappropriation of confidential information of us or that
of our clients, customers, counterparties or employees, or damage to computers or systems used by us or by our clients, customers and counterparties, and could
result in violations of applicable privacy and other laws,

financial loss to us or to our customers, loss of confidence in our security measures, customer dissatisfaction, significant litigation exposure and harm to our reputation,

all of which could have a material adverse effect on us. For example, if personal, non-public,

confidential or proprietary information in our possession were to be mishandled, misused or stolen, we could suffer significant regulatory consequences,
reputational damage and financial loss. Such mishandling, misuse or misappropriation could include, for example, if such information were provided to parties who are
not permitted to have the information, either by fault of our systems,

by our employees or counterparties, or where such information is intercepted or otherwise inappropriately taken by our employees or third parties.

The extent of a particular cyber attack cyber-attack and the steps that we may need to take to investigate the attack may not be immediately clear, and it may
take a significant amount of time before such an investigation can be completed. While such an investigation is ongoing, Popular may not necessarily know the full
extent extent of the harm caused by the cyber cyber-attack, and that attack, and that damage may continue to spread. These factors may inhibit our ability to provide
rapid, full and reliable information about the cyber attack cyber-attack to our clients, customers, counterparties and and regulators, as well as the public. public. Moreover,
potential new regulations may require us to disclose disclose information about a cybersecurity event before it has been resolved or resolved or fully investigated.
Furthermore, it may not not be clear how best to contain and remediate the potential harm caused by the cyber attack, cyber-attack, and certain errors or actions
could be repeated or compounded before they are discovered and remediated. Cyber attacks Cyber-attacks could cause interruptionsin our operations and result in the
incurrence of significant costs, including those related to forensic analysis and legal counsel, each of which may be required to ascertain the extent of any potential
harm to our customers, or employees, or damage to our information systems and any legal or regulatory obligations that may result therefrom. Any cyber incidents could
also result in, among other things, increased regulatory scrutiny and adverse regulatory or civil litigation consequences. For a discussion of the guidance and rules
that federal banking regulators have released or proposed regarding cybersecurity and cyber risk management standards, see “Regulation and

Supervision” in Part I, Item 1 — Business, included in the Form 10-K for the year ended December 31, 2022. 2023. Any or all of the foregoing factors could further
increase the impact of the incident and thereby the costs and consequencesof a cyber attack. cyber-attack.

We also rely on third parties for the performance of a significant portion of our information technology functions and the

2829

provision of information security, technology and business process services. As a result, a successful compromise or circumvention of the security of the systems of these
third-party service providers could have serious negative consequences for us, including compromise of our systems, misappropriation of our confidential information
of usor orthat of our clients, customers, counterparties or or employees, or other negative implications identified above with respect to a cyber-attack on our

systems, which could have a implications identified above with respect to a cyber-attack on our systems, which could have a material adverse effect on us. Cyber Cyber-

attacks

attacks atathird-party service providers are also becoming are also becoming increasingly common, and, as a result, cybersecurity risks relating to our vendors have

increased. The most important of these third-party service providers providers for us is

is Evertec. Certain risks particular to Evertec and certain risks our dependence on third parties are discussed particular under “We rely on other companies to
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Evertec are provide key components of our business infrastructure, including certain of our core financial transaction processing and information technology and discussed
under security services, which “Operational Risks — We are subject exposes us to additional a number of operational risks relating that to could have a material adverse
effect on us” in the Evertec Business Operational Acquisition Risks sectionTofirltemtilA'.in this Form 10-K. During 2021, we determined that, as a result of the widely
reported breach of Accellion, Inc.’s File Transfer Transfer Appliance

tool, which which was being used at the time of such breach by a U.S.-based third-party advisory services vendor of Popular, personal information of certain Popular
customers was compromised. During 2023,

personal information of Popular customer data was compromised in a data breach incident that impacted MOVEit, the third-party file transfer platform used by a U.S.-based
third-party advisory services vendor of Popular, personal information one of certain our Popular services customers providers. was In compromised. both As a

result, instances, Popular notified, as required or otherwise deemed appropriate, customers identified as affected by the incident. Although we are not aware of fraudulent
activity in connection with this incident, Although these incidents Popular’s did not have networks a material effect on Popular or its financial condition, our networks and
systems were not impacted, and our third-party and service providers agreed to cover external remediation costs associated therewith, a compromise of the personal
information of our third-party customers service maintained provider by agreed third to cover external remediation costs associated with the incident. A compromise of the
personal information of our customers maintained by third party vendors could result in significant regulatory consequences, reputational damage and financial loss to
us. Theus.The success of our business depends in part on the continuing ability of these (and other) third parties to perform these functions and services in a timely
and satisfactory manner, which performance could be disrupted or otherwise adversely affected due to failures or other information security events originating at the
third parties or at the third parties’ suppliers or vendors (so-called “fourth party risk”).

We may not be able to effectively directly monitor or mitigate fourth-party risk, in particular as it relates to the use of common suppliers or vendors by the third
parties that performfunctions and services for us. For a discussion of the risks related to our dependence on third parties, including Evertec, see “We rely on other
companies to provide key components of our business infrastructure, including certain of our core financial transaction processing and information technology and security
services, which exposes us to a number of operational risks that could have a material adverse effect on us” in the Operational Risks section of Item

1A in this Form 10-K.

As cyber threats continue to evolve, we expect to expend significant additional resources to continue to modify or enhance our layers of defense or to investigate
and remediate additional information security vulnerabilities or incidents. System
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enhancements and updates also create risks associated with implementing new systems and integrating them with existing ones,

including risks associated with supply chain compromises and the software development lifecycle of the systems used by us and our service providers. Due to the complexity
and interconnectedness of information technology systems, the process of enhancing our layers of defense can itself create a risk of systems disruptions and security

issues. In addition, addressing certain information security vulnerabilities, such as hardware-based vulnerabilities, may affect the performance of our information

technology systems.

The ability of our hardware and software providers to deliver patches and updates to mitigate vulnerabilities in a timely manner can introduce additional risks, particularly

when a vulnerability is being actively exploited by threat actors. Moreover, actors. Moreover, our ability efforts to timely mitigate vulnerabilities and manage such risks,

given the rise in number and urgency of required patches and third-party software,

including “zero-day vulnerabilities”, as well as the obsolescence in some of our hardware and software, may impact our day-to-day operations, the rise in number of

required patches and third-party software, including

“zero-day vulnerabilities”, as well as the obsolescence in some availability of our hardware systems and software, delay maythe impactdeployment ourof day-to-

day technology enhancements and innovation. The

operations, the availability obsolescence in any of our systems and hardware or delay the deployment of technology enhancements and innovation. software may limit our

ability to mitigate vulnerabilities.

If Popular’s operational systems, or those of external parties on which Popular’s businesses depend, are unable to meet the requirements of our businesses and operations

or bank regulatory standards, or if they fail, have other significant shortcomings or are impacted by cyber attacks, cyber-attacks, Popular could be be materially and adversely

affected.

Unforeseen or catastrophic events, including extreme weather events and other natural disasters, man-made disasters,

acts of violence or war, or the emergence of pandemics or epidemics, could cause a disruption in our operations or other consequences that could have a
material adverse effect on our financial condition and results of operations.

A

significant portion of our operations are located in the Caribbean and Florida, a region susceptible to hurricanes,

earthquakes and other similar events. In 2017, Puerto Rico, USVI and BVI were severely impacted by Hurricanes Irma and Maria,

which resulted in significant disruption to our operations and adversely affected our clients in these markets, and in 2022, Hurricane

Fiona impacted the southwest area of Puerto Rico, adversely affecting our customers in that region. Other types of unforeseen or catastrophic events, including pandemics,
epidemics, man-made disasters, or acts of violence or war, or the fear that such events could occur, could also adversely impact our operations and financial results. For
example, in 2020, the COVID-19 pandemic severely impacted global health, financial markets, consumer spending and global economic conditions, and caused
significant disruption to businesses worldwide, including our business and those of our customers, service providers and suppliers. Future

unforeseen or catastrophic events, including the appearance of new strains of the COVID-19 virus, pandemic events, and actions taken by governmental authorities
authorities and other third

other third parties in response to such events, could again adversely affect our operations, cause operations, cause economic and market and disruption, adversely

30
market disruption,
adversely impact the ability of borrowers to timely repay their loans, or affect the value of any collateral of any
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collateral held by us, any of which which could have a material adverse effect effect on our business, financial condition or results of operations.

The frequency, severity and impact of future unforeseen or catastrophic events is difficult to predict. While we maintain insurance against natural disasters and other
unforeseen against natural disasters and other unforeseen events, including coverage for business interruption, the insurance may not be sufficient be sufficient to
cover all of the damage from any such such event, and there is no insurance against the disruption that a catastrophic event could produce to the markets that we serve
and the

the potential negative impact to economic activity.

Climate change could have a material adverse impact on our business operations and that of our clients and customers.

Our business and the activities and operations of our clients and customers may be disrupted by global climate change.

Potential physical risks from climate change include the increase in the frequency and severity of weather events, such as storms and hurricanes, and long-term shifts
in climate patterns, such as sustained higher and lower temperatures, sea level rise, heat waves and droughts, among others. Our geographic concentration in
localities, including Puerto Rico, the U.S.V.l., B.V.l. and

Florida, particularly susceptible to risks arising from climate change, including severe hurricanes and sea level rise, heighten the threat we face from climate change.
Additionally, the impact of climate change in the markets that we operate and in other global markets may have the effect of increasing the costs or reducing the
availability of insurance needed for our business operations.

Climate change may also create transitional risks resulting from a shift to a low-carbon economy. These transition risks may include changes in the legal and regulatory
landscape, technology, consumer sentiment and preferences, and market demands that seek to mitigate the effects of climate change. Changes in the legal and
regulatory landscape may additionally increase our compliance costs. These climate driven climate-driven changes could have a material adverse impact on asset
values and on our business and financial performance and those of our clients and customers.

We rely on other companies to provide key components of our business infrastructure, including certain of our core financial transaction processing
and information technology and security services, which exposes us to a humber of operational risks that could have a material adverse effect on us.
Third parties provide key components of our business operations, such as data processing, information security, recording and monitoring transactions, online banking
interfaces and services, Internet connections and network access. The most important of these third-party service providers for us is Evertec. Although the Evertec
Business Acquisition Transaction narrowed the scope of services which we are dependent on Evertec to obtain and released us from exclusivity restrictions that
limited our ability to engage other third-party providers of financial technology services, we are still dependent on Evertec for the provision of essential services to our
business, including certain of our core financial transaction processing and information technology and security services. As a result, we are particularly exposed to
the operational risks of Evertec, including those relating to a breakdown or failure of Evertec’s systems or internal controls environment. Over the course of our
relationship with Evertec, we have experienced interruptions and delays in key services provided by Evertec, as well as cyber breaches, events, as a result of
system breakdowns,

misconfigurations, and human instances of error, application obsolescence and dependency on shared infrastructure components, which have in

certain cases also led to exposure of BPPR customer information. Our ability to cure legacy obsolescence in the
hardware and software we procure from Evertec, as well as to effect the segregation of our shared infrastructure, is
expected to be lengthy and complex, which exacerbates our exposure to exposure resulting of operational,
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BPPRincluding customer information. cybersecurity, Forrisks. aSee discussion“The of the Evertec Business Acquisition
Transaction, please refertransition to new financial services technology providers, and the Yearreplacement of

2022 services currently Significant Events provided to us by Evertec, will be lengthy and complex” in the Operational Risks
section of the MD&A. Item 1Ain this Form 10-K below.

While we select third-party vendors vendors carefully and and have increased our oversight of these these relationships, we do not control the actions of our vendors. Any
problems caused by these vendors, including those resulting from disruptions in the services provided, vulnerabilities in or breaches of the vendor’s systems, failure of the
vendor to handle current or higher volumes, failure of the vendor to provide services for any reason or poor performance of services, or failure of the vendor to notify us of a
reportable event in a timely manner, could adversely affect our ability to deliver products and services to our customers and otherwise conduct our business, result in potential
liability to clients and customers, resultin the imposition of fines, penalties or judgments by our regulators, lead to exposure of BPPR customer information or harm to our
our reputation, any of which could materially materially and adversely affect us. adversely affect The inability us. The of our inability of third-party service our third-

party providers to service providers to timely address evolving cybersecurity threats may further exacerbate these risks. Financial or operational difficulties of a third-party
vendor could also hurt our operations if those difficulties interfere with the vendor’s ability to serve us. Replacing these

third-party vendors, when possible, could also create significant delay and expense.

Accordingly, the use of third parties creates an unavoidable inherent risk to our business operations.

30
The transition to new financial services technology providers, and the replacement of services currently provided to to us by

Evertec, will be lengthy and complex.
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Switching from one vendor of core bank processing and related technology and security services to one or more new vendors is a complex process that carries
business and financial risks. The implementation cycle for such a transition can be lengthy and require significant financial and management resources from us. Such
a transition can also expose us, and our clients,

to increased costs (including conversion costs), business disruption, as well as operational and cybersecurity risks. Upon the transition of all or a portion of existing
services provided by Evertec to a new financial services technology provider, either (i) at the end of the term of the Second Amended and Restated Master Services
Agreement (the “MSA”) and related agreements or (i) earlier upon the termination of any service for convenience under the MSA, these transition risks could result in an
adverse effect on our business, financial condition and results of operations. Although Evertec has agreed to provide certain transition assistance to us in connection with
the termination of the MSA, we are ultimately dependent on their ability to provide those services in a responsive and competent manner. Furthermore, we may require
transition assistance from Evertec beyond the term of the MSA, delaying and lengthening any transition process away from Evertec while increasing related costs.

Under the MSA, we are able to terminate services for convenience with 180 days’ prior notice. We expect to exercise during the term of the MSA the right to terminate
certain services for convenience and to transition such services to other service providers prior to the expiration of the MSA, subject to complying with the revenue
minimums contemplated in the MSA and certain other conditions. In practice, in order to switch to a new provider for a particular service, service, we will have have to
commence procuring procuring and working on a transition process for such service significantly in advance of its termination and, in any case, much earlier than the
automatic renewal notice date or the expiration date of the MSA, and such process may extend beyond the currentterm of the MSA.

Furthermore, if we are unsuccessful or decide not to complete the transition after expending significant funds and management resources, it could also result in an
adverse effect on our business, financial condition and results of operations.
We are subject to additional risks relating to the Evertec Business Acquisition Transaction.

There are numerous additional risks and uncertainties associated with the Evertec Business Acquisition Transaction, including:
L]
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unforeseen events may materially diminish the expectedbenefits of the Evertec Business Acquisition Transaction;
L]
we have devoted, and will continue to, devote significant attention and resources to post closing implementation efforts, which will involve a significant degree of
technological complexity and reliance on Evertec and other third parties;
L]
we may be unable to retain the employees and third-party contractors hired or engaged by us in connection with the Evertec
Business Acquisition
Transaction and who are necessary to operate and integrate the assets acquired as part of the Evertec
Business Acquisition
Transaction (the “Acquired Assets”);
L]
we may be subject to incremental operational and security risks arising from the transfer of thecAcquired Assets to BPPR,
including those risks arising from, among other things, the activities required to execute network segmentation, the possibility of misconfiguration of access or security
services during the transition period and during the implementation of new processes or security controls, the possibility of mismanagement of security services during
the transition phase, and the need to develop a robust internal control framework;
L]
the anticipated benefits of the Evertec Business Acquisition
Transaction could be limited if Evertec fails to deliver to BPPR, in a timely manner and in a manner that meets BPPR’s requirements, the core application programming
interfaces (“Core APIS”")
that Evertec has committed to develop in order for BPPR to connect future enhancements to the Acquired Assets to existing
Evertec core applications;
L]
we may be exposed to heightened business risks as a result of the extension until 2035 of BPPR’s exclusivity with Evertec in connection with its merchant acquiring
business, as well as the extension until 2030 of BPPR’s commitment with respect to the ATH Network, in light of the pace of technology changes and competitionin the
payments industry; and
L]
Evertec’s strategy and investments after the closing of the Evertec Business Acquisition
Transaction may be refocused away from Popular towards other strategic initiatives.
Any of the foregoing risks and uncertainties could have a material adverse effect on our earnings, cash flows, financial condition,
and/or stock price.

31

LEGAL AND REGULATORY RISKS

Our businesses are highly regulated, and the laws and regulations that apply to us have a significant impact on our business and operations.

We are subject to extensive and evolving subject to regulation under U.S. federal, state and Puerto Rico laws that extensive regulation under U.S. federal, state and Puerto
Rico laws that govern almost all

aspects of our operations and limit the businesses in which in which we may be engaged, engaged, including regulation,

supervision and examination by federal, state

state and foreign banking authorities. These laws and regulations have have expanded significantly over an extended period of time and are primarily intended for the
protection of consumers, borrowers and depositors. Compliance with these laws and are primarily intended for the protection of consumers, borrowers and depositors.
Compliance with these laws and regulations has resulted, and will continue to result, in significant costs.

Additional laws and regulations may be enacted or adopted in the future that could significantly affect our powers,

authority and operations and which could have a material adverse effect on our financial condition and results of operations. In

particular, we could be adversely impacted by changes in laws and regulations, or changes in the application, interpretation or enforcement of laws and regulations,
that proscribe or institute more stringent restrictions on certain financial services activities or impose new requirements relating to the impact of business activities on
ESG concerns, the management of risks associated with those concerns and concerns the offering of products intended to achieve ESG-related objectives. In addition,
new laws or regulations could require significant system and the process offering of changes products that intended require systems upgrades and could limit our
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ability to achieve ESG-related meet objectives. If adoption timeframes or pursue our innovation roadmap. If we do not appropriately comply with current or future future
laws or regulations, we or regulations, may be subject to we may be subject to fines, penalties or judgements, or to material regulatory restrictions on our

our business, which could also materially and adversely affect our financial condition and results of operations.

In 2023, the federal banking regulators proposed revisions to the U.S. capital rules and new long-term debt requirements for banking organizations with $100 billion or
more in assets. If finalized as proposed, the revisions to the capital rules and the new long-term debt requirements are expected to generally increase capital
requirements and expenses, including interest and noninterest expense, for large banking organizations. In addition, during 2023, the federal banking regulators
indicated that they are considering revisions to liquidity requirements applicable to banking organizations with $100 billion or more in light of the failures of three large
banks in March and May 2023. Any such revisions could require large banks to change the size and composition of their liquidity portfolios, which could have adverse
effects on net interest income and net interest margin.

The pending and anticipated proposals reflect a trend of increasingly stringent regulatory requirements for banking organizations with assets of $100 billion or
more, relative to smaller banking organizations, as well as less differentiation in the requirements applicable among banking organizations with $100 billion or more in
assets. Although Popular currently has less than

$100 billion in assets, actual, anticipated or potential changes in regulatory requirements for banking organizations with at least

$100 billion in assets could result in Popular deciding not to pursue growth opportunities that would result in its assets approaching or exceeding that threshold, or if
Popular’s assets do exceed that threshold, a need for Popular to increase its regulatory capital,

32

issue substantial amounts of long-term debt or incur other significant expenses in order to satisfy applicable regulatory requirements.

Our participation (or lack of participation) in certain governmental programs, such as the Paycheck Protection Program

(“PPP”) enacted in response to the COVID-19 pandemic, also exposes us to increased legal and regulatory risks. We have also been and could continue to be exposed
to adverse action for the violation of applicable legal requirements or the improper conduct of our employees in connection with such loans. For example, on January 24,
2023, Popular Bank consented to the imposition of an order from the Federal Reserve Board requiring it to pay a $2.3 million civil money penalty to settle certain
findings arising from

Popular Bank’s approval of six (6) Payment Protection Program loans. We may also have credit risk with respect to PPP loans if the

SBA determines that there have been loans. deficiencies in the way a PPP loan was originated, funded, or serviced by us and denies its liability under the guaranty,
reduces the amount of the guaranty or, if it has already paid under the guaranty, seeks recovery of any loss related to the deficiency.

We are from time to time subject to information requests, investigations and other regulatory enforcement proceedings from departments and agencies of
the U.S. and Puerto Ricogovernments, including those that investigate compliancewith

U.S. sanctions and consumer protection laws and regulations, which may expose us to significant penalties and collateral consequences, and could result in
higher compliance costs or restrictions on our operations.

We from time-to-time self-report compliance matters to, or receive requests for information from, departments and agencies of the U.S. and Puerto Rico
governments, including with respect to compliance with consumer protection laws and regulations. regulations, which For may example, expose BPPR us has toin
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significant penalties the past received requests for information, such as subpoenas and collateral consequences, civil and could investigative result in higher
compliance costs or restrictions on our operations.

We from time-to-time self-report compliance matters to, or receive requests for information from, departments of the U.S.

and Puerto Rico governments, including with respect to compliance with consumer protection laws and regulations. For example,

BPPR has in the past received subpoenas and other requests for information demands from the departments of the U.S. government that investigate mortgage-related
conduct, regulators, mainly including concerning add-ons on consumer products, real estate appraisals and

residential and construction loans in Puerto Puerto

Rico. BPPR has also self-identified and reported to applicable regulators compliance compliance matters related to U.S. sanctions, as well as mortgage, credit reporting

and other consumer lending practices.

Incidents of this nature and investigations or examinations by governmental authorities have resulted in the past, and may in the future result, in judgments, settlements,

fines, enforcement actions, penalties or other sanctions adverse to the Corporation,

which could materially and adversely affect the Corporation’s business, financial condition or results of operations, or cause serious reputational harm. In Any connection

with such settlements or orders that we enter into, or that regulatory authorities impose on us could require enhancements to our procedures and controls and entail

significant operational and compliance costs. Furthermore, issues or delays in satisfying the requirements of a regulatory settlement or action on a timely basis could

result in additional penalties and enforcement actions, which could be significant. In connection with the resolution of regulatory proceedings, enforcement authorities may

seek admissions of wrongdoing and, in some cases, criminal pleas, which could lead to increased exposure to private litigation,

loss of clients or customers, and restrictions on offering certain products or services. In addition, responding to information-gathering requests, investigations and other

regulatory proceedings, regardless of regulatory proceedings, enforcement authorities may seek admissions of wrongdoing and, in some cases, criminal pleas, which
could lead to increased exposure to private litigation, loss of clients or customers, and restrictions on offering certain products or services. In addition, responding

to information-gathering requests,

investigations and other regulatory proceedings, regardless of the ultimate outcome of the matter, could be time-consuming time-

consuming, expensive and divert management attention from our business.
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expensive. Financial services institutions such as Popular have been subject to heightened expectations and regulatory scrutiny in recent years. Our regulators’ oversight
is not limited to banking and financial services laws but extends to other significant laws such as those related to anti money laundering, anti-bribery and anti-corruption
laws. Further, regulators in the performance of their supervisory and enforcement duties, have significant discretion and power to to prevent or remedy what they deem to
be unsafe and

and unsound practices or violations of laws by banks and bank holding companies. The exercise of this regulatory
discretion and power could have a negative impactcompanies. on Popular. Therefore, the outcome of any investigative or
enforcement action, which may take years and be material to Popular, may be difficult to predict or estimate.

Complying with economic and trade sanctions programs and anti-money laundering laws and regulations can increase our operational and compliance costs and
risks. If we, and our subsidiaries, affiliates or third-party service providers, are found to have failed to comply with applicable economic and trade sanctions
programs and anti-money laundering laws and regulations, we could be exposed to fines, sanctions and penalties, and other regulatory actions, as well
as governmental investigations.

32

As a federally regulated financial institution, we must comply with regulations and economic and trade sanctions and embargo programs administered by the Office
of Foreign Assets Control (“OFAC”) of the U.S. Treasury, as well as anti-money laundering laws and regulations, including those under the Bank Secrecy Act.
Economic and trade sanctions regulations and programs administered by OFAC prohibit U.S.-based entities from entering into or facilitating unlicensed transactions with,
for the benefit of, or in some cases involving the property and property interests of,

persons, governments or countries designated by the U.S. government under one or more sanctions regimes, and also prohibit transactions that provide a benefit that
is received in a country designated under one or more sanctions regimes. We are also subject to a variety of reporting and other requirements under the Bank
Secrecy Act, including the requirement to file suspicious activity and currency transaction reports, that are designed to assist in the detection and prevention of money
laundering, terrorist financing and other criminal activities. In addition, as a financial institution we are required to, among other things, identify our
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customers, adopt formal and comprehensive anti-money laundering programs, scrutinize or altogether prohibit certain transactions of special concern, and be prepared to
respond to inquiries from U.S. law enforcement agencies concerning our customers and their transactions. Failure by the Corporation, its subsidiaries, affiliates or third-
party service providers to comply with these laws and regulations could have serious legal and reputational consequences for the Corporation, including the
possibility of regulatory enforcement or other legal action, including significant civil and criminal penalties. We also incur higher costs and face greater compliance
risks in structuring and operating our businesses to comply with these requirements. The markets in which we operate heighten these costs and risks.
We have established risk-based policies and procedures and employed software designed to assist us and our personnel in complying with these applicable laws and our
personnel in complying with these applicable laws and regulations. regulations. With respect Even if to OFAC the appropriate regulations and economic controls are and
trade sanction in place, programs, these there can be no assurance that our policies and procedures employ software to screen transactions for evidence of sanctioned-
country and person’s involvement. Consistent with a risk-based approach and the difficulties in identifying and where applicable, blocking and rejecting transactions of our
customers or our customers’ customers that may involve a sanctioned person, government or country, there can be no assurance that our policies and procedures will
prevent us from violating blocking and rejecting all applicable transactions of our customers or our customers’ customers that may involve a sanctioned person,
government or country. Any failure to detect and prevent any such transaction could result in a violation of applicable laws and regulations in transactions in which

violations

could

adversely
we engage, and such adversely affectaffectreputation, business, financial condition and results of operations.
From time to time we have identified and voluntarily self-disclosed to OFAC transactions that were not timely identified,
blocked or rejected by our policies, controls and procedures for screening transactions that might violate the regulations and economic and trade sanctions
programs administered by OFAC. For example, during the second quarter of 2022, BPPR entered into a settlement agreement with OFAC with respect to certain
transactions processed on behalf of two employees of the
Government of Venezuela, in apparent violation of U.S. sanctions against Venezuela. Popular agreed to pay approximately
$256,000 to settle the apparent violations, which had been self disclosed self-disclosed to OFAC. There can be no assurances that any failure to comply with U.S.
sanctions and embargoes, or with anti-money laundering laws and regulations, will not result in material fines,
sanctions or other penalties being imposed on us.
Furthermore, if the policies, controls, and procedures of one of the Corporation’s third-party service providers, together with our third-party oversight of such providers,
do not prevent it from violating applicable laws and regulations in transactions in which it engages, such violations could adversely affect its ability to provide services to
us.
We are subject to regulatory capital adequacy requirements, and if we fail to meet these requirements our our business and financial condition will be
adversely affected.
Under regulatory capital adequacy requirements, and otherregulatory requirements, Popular and our banking subsidiaries must meet requirements that include
guantitative measures of assets, liabilities and certain off-balance sheet items, subject to qualitative judgments by regulators regarding components, risk weightings
and other factors. If we fail to meet these minimum capital requirements and other regulatory requirements, our business and financial condition will be materially
and adversely affected. If a financial holding company fails to maintain well-capitalized status under the regulatory framework, or is deemed not well managed under
regulatory exam procedures, or if it experiences certain regulatory violations, its status as a financial holding company and its related eligibility for a streamlined review
process for acquisition proposals, and its ability to offer certain financial products, may be compromised and its financial condition and results of operations could be
adversely affected. The failure of any depository institution subsidiary of a financial holding company to maintain well-capitalized or well-managed status could have
similar consequences.

In addition, the Basel addition, federal Committee on Banking Supervision published a set of standards to finalize Basel Il in December

2017. These standards significantly revise the Basel capital framework, which could heighten regulatory capital standards if adopted in the U.S. The federal bank regulators
have not yet proposed rules to implement these revisions to increase capital requirements for banking organizations with

$100 billion or more in assets. If adopted, such standards may in the future affect us. See “Our businesses are highly regulated, and the laws and the regulations that apply
to us have a significant impact on us will depend our business and

33

on the way operations” in the revisions are implemented Legal in the U.S. See the “Supervision and Regulation — Capital Adequacy” discussion in ltem Regulatory

1. Business Risks section of Item 1A in this Form 10-K for additional informationrelated to the Basel Il Capital Rules and Basel Il finalization. 10-K.

Increases in FDIC insurance premiums may have a material adverse effect on our earnings.

Substantially all the deposits of BPPR and PB are subject to insurance up to applicable limits by the FDIC's deposit insurance fund (“DIF") and, as a result, BPPR
and PB are subject to insurance up to applicable limits by the FDIC'’s DIF and, as a

result, BPPR and PB are subject to FDIC deposit insurance assessments. On On October 18, 2022, October 18, 2022,

the FDIC finalized a rule that would
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increase increased initial base deposit insurance insurance assessment rates by 2 basis points, beginning with the first quarterly assessment period of 2023. In addition,
in November 2023, the FDIC finalized a rule that imposes a special assessment to recover the costs to the DIF resulting from the FDIC's use, in March 2023, of the
systemic risk exception to the least-cost resolution test under the FDIA in connection with the first quarterly assessment period receiverships of

2023. Silicon Valley Bank and Signature Bank. The exact amount of this assessment will be determined when the FDIC terminatesthe related receiverships consideres
in the final rule. Accordingly, the final special assessment amount and collection period may change as the estimated cost is periodically adjusted or if the total amount
collected varies.

34
We are generally unable to control the amount of premiums that or additional assessments that we are required required to pay for

FDIC insurance. If there are additional bank or financial institution failures, our level of non-performing assets increases,
our risk profile changes or our capital position is impaired, we capital position may beis impaired, required towe may pay
even be required higher FDICto pay premiums. Any even higher FDIC premiums. Any future additional increases in FDIC

premiums, assessment rates or special assessments may

materially adversely affect our results of operations.

See the “Supervision and Regulation—FDIC Insurance” discussion discussion in Item 1. Item 1.

Riucinace nf thic Earm Enrm 1N.K far additinnal infarmatinn ralated tn tha ENIC'e danncit inciiranca aceacemeante annlicahlaaceacemante annlicahla tn RPPR and
38
taxable income available to realize the deferred tax asset, including the future reversal of existing taxable temporary differences,
future taxable income exclusive of reversing temporary differences and carryforwards, taxable income in prior carryback years and tax-planning strategies. Changes in
these factors may affect the realizability of our deferred tax assets in our Puerto Rico and U.S.
operations.
If our goodwill, deferred tax assets or amortizable intangible assets become impaired, we may be required to record a significant charge to earnings, which could
adversely affect our financial condition and results of operations.
We could experience unexpected losses if the estimates or assumptions we use in preparing our financial statements are incorrect or differ materially from
actual results.
In preparing our financial statements pursuantto to U.S. GAAP, we are required to make estimates and assumptions that are often based on subjective and complex
judgments about matters that are inherently uncertain. For example, we use estimates
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and assumptions to determine our allowance for credit losses, our liability for contingent litigation losses, and the fair value of certain of our assets and liabilities, such as
debt securities, loans held for sale, MSRs, intangible assets and deferred tax assets. If such estimates or assumptions are incorrect or differ materially from actual
results, we could experience unexpected losses or other adverse impacts, some of which could be significant.

For further information of other risks faced by Popular please refer to the MD&A section of this Form 10-K.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

Item 1C. Cybersecurity

The Corporation assesses, identifies and manages cybersecurity risk as part of the Corporation’s overall risk management framework, alongside associated
information security, anti-money laundering and counterterrorism, operational, fraud, regulatory,

legal and reputational risks, among others.

The Corporation has established three management committees that oversee and monitor different aspects ofcybersecurity risk.

L]

The Enterprise Risk Management Committee (the “ERM Committee”), chaired by the Chief Risk Officer, oversees and monitors the risks included in the Risk
Appetite Statement (the “RAS”) of the Corporation's Risk Management Policy,
including cybersecurity risks.

L]

The Information Technology and Cyber Risk Committee (“ITCRC”), chaired by the Chief Security Officer and the Chief
Information and Digital Strategy Officer, oversees and monitors information technology (“IT”), privacy and cybersecurity risks, mitigating actions and controls, applicable
regulatory developments, key risks metrics, and IT and cyber incidents that may result in operational, compliance and reputational risks.

(]

The Operational Risk Committee (“ORCQO”), chaired by the Chief Risk Officer, oversees and monitors operational risk management activities to ensure the
development and consistent application of operational risk policies, processes and procedures that measure, limit and manage the Corporation's operational risks while
maintaining the effectiveness and efficiency of the operating and business processes. As part of its responsibilities, ORCO oversees business continuity matters.
The ITCRC and ORCO meet at least quarterly and report on cybersecurity and other matters to the ERM Committee.

The Board has also established a Board-level Risk Management Committee (‘RMC”), which is responsible for the oversight of the

Corporation’s overall risk framework, and assists the Board in the monitoring, review and approval of the policies that measure, limit and manage the Corporation’s risks,
including cybersecurity risk. The RMC holds periodic meetings in which management provides an overview of Popular’s cybersecurity threat risk management and
strategy processes, which includes summaries of escalated incidents and incident remediation status. Our Chief Security Officer, Chief Information and Digital
Strategy Officer, Chief

Information Security Officer (“CISO”), Chief Risk Officer and the Financial and Operational Risk Management Division (the “FORM

Division”) Manager generally participate in such meetings. The RMC is also responsible for (i) overseeing the development,

implementation and maintenance of the Information Security Program; (ii) approving the Corporation’s risk management program
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and any related policies and controls; (jii) overseeing the implementation by the Corporation’s management of the Corporation’s risk management program and any related
policies, procedures and controls; and (iv) reviewing reports regarding selected topics such as cyber.
The Board in turn also receives briefings on cybersecurity matters and risks, including an annual presentation from the Chief
Security Officer and the CISO on the Corporation’s information securityprogram (the “Information Security Program”). In addition, as part of the Board’s director education
plan, members of the Board take, on an annual basis, a cybersecurity training that provides the Board with an overview of cybersecurity principles and regulations that
are relevant to our institution and the Board's oversight function.
To identify, assess and manage risks from cybersecurity threats, the Corporation has established a three lines of defense framework. The first line of defense is
composed of business line managementthat identifies and manages the risks associated with business activities, including cybersecurity risk. The second line of defense is
made up of members of the Corporation’s Corporate
Risk Management Group and the Corporate Security Group (the “CSG”) who, among other things, measure and report on the
Corporation’s risk activities. In such line of defense, the FORM Division, within the Corporate Risk Management Group, is responsible for (i) establishing baseline
metrics that measure, monitor, limit and manage the framework that identifies and manages multiple and cross-enterprise risks, including cybersecurity risks; and (i)
articulating the RAS and supporting metrics, including those related to operational risk, business continuity, disaster recovery and third-party management
oversight processes.
Meanwhile, Popular’s Cyber Security Division (the “CSD”), which is headed by the CISO and reports to the CSG, is responsible for the development of strategies, policies
and programs to assess and mitigate cybersecurity risks. Members of the CSD (including the
CISO) and FORM Division report on and escalate privacy, IT and cybersecurity risks to management committees, such as the
ITCRC, ORCO and ERM Committee, and, if appropriate, to the RMC and the Board of Directors, as required under relevant policies and procedures. Lastly, the third line
of defense consists of the Corporate Auditing Division, which independently provides assurance regarding the effectiveness of the risk framework and reports
directly to the Audit Committee of the Board.
Popular monitors various vectors of threats and utilizes open-source intelligence forums and communities such as the Financial
Services Information Sharing and Analysis Center and the Cybersecurity and Infrastructure Security Agency, among others, to receive threat intelligence feeds
which are reviewed by the CSD. As cybersecurity threats are identified, they are evaluated to assess the level of exposure and the potential risk to Popular. The
ITCRC and the ERM Committee discuss and track the threats identified in internal assessments and scans or in third-party reports. Depending on the evolution and
materiality of the threat, these are escalated to the RMC as appropriate.
The CSD develops the Information Security Program, which considers and evaluates risks posed by cybersecurity threats, events and activities impacting the industry
and the Corporation. The Information Security Program outlines the Corporation’s overall strategy and governance to protect the confidentiality, integrity and
availability of information and prevent access by unauthorized personnel. The Information Security Program is based on standards and controls set by the National
Institute of Standards and
Technology (“NIST"), including the NIST's Framework for Improving Critical Infrastructure Cybersecurity. Popular leverages the
Cyber Assessment Tool (the “CAT”), atool based on NIST standards and controls developed by the Federal Financial Institutions
Examination Council, in order to measure the Corporation’s cybersecurity preparedness and maturity levels. The CAT assessment results are integrated into the overall
Information Security Program.
The CSD also manages the Incident Response Program (“IRP”) of the Corporation and is in charge of overseeing, assessing and managing cyber incidents. The IRP
outlines the measures Popular must take to prepare for, detect, respond to and recover from cybersecurity incidents, which include processes to triage, assess
severity for, escalate, contain, investigate and remediate incidents, as well as to comply with potentially applicable legal obligations and mitigate brand and reputational
damage.
The Corporation also undertakes the below listed additional activities in its effort to maintain regulatory compliance, identify, assess and manage its material risks from
cybersecurity threats, and to protect against, detect and respond to cybersecurity incidents:
L]
Conduct tabletop exercises that simulate cybersecurity incidents to raise awareness and enhance Popular’s responsive measures;

Assess how business and corporate strategies, new products, technology deployments, external events and the evolution of threats impact the Corporation’s
information security controls in order to determine if they require any additional resources,
technology or processes;
L]
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Discuss cybersecurity risks with law enforcements, peer groups, industry forums and trade associations;

40
Provide training to all Popular employees upon hiring and annually thereafter on cybersecurity and customer data handling and use requirements;
Offer training and awareness campaigns to customers and employeesbased on their role;

Conduct phishing simulations for employees, with escalation protocols for employees that fail such tests to enhance awareness and responsiveness to such
possible threats;
L]

Offer learning and development opportunities to employees who handle and manage cybersecurity matters;

Carry cyber insurance to provide protection against potential losses arising from cybersecurity incidents; and

Monitor emerging legal and regulatory requirements and implement changes to our processes, policies and statements, as necessary.

Popular engages third parties to assist in certain cybersecurity matters. In particular, Popular uses the expertise of third parties to perform specialized assessments to
test its systems, such as periodic penetration testing, that provide insights into the effectiveness of its controls. Popular also engages third parties to provide computer
forensics and investigations services as needed to assess and address actual or potential cybersecurity incidents. In addition, Popular hires third parties to provide
the first level security monitoring of Popular’s external and internal networks.
Popular’'s Outsourced Risk Management Policy outlines the management of risks associated with the Corporation’s use of third-
party service providers, and the CSG assesses the impact and level of cybersecurity and privacy risk of such providers. Popular
performs due diligence on third parties and monitors third parties that have access to its systems, data or facilities that house such systems or data on a periodic basis.
Popular’s due diligence determines how often vendor assessments are performed on such third party. Popular also conducts periodic application and vendor assessments
for third-party providers and their products. Furthermore,

Popular requires third parties that have access to its systems, data or facilities that house such systems or data to take a training on cybersecurity at least annually.
Under the heading “We and our third-party providers have been, and expect in the future to continue to be, subject to cyber-attacks,
which could cause substantial harm and have an adverse effect on our business and results of operations.” and “We rely on other companies to provide key components

of our business infrastructure, including certain of our core financial transaction processing and information technology and security services, which exposes usto a
number of operational risks that could have a material adverse effect on us.” included as part of our risk factor disclosures in Item 1A in this Form 10-K, which disclosures
are incorporated by reference herein, we describe whether and how risks from identified cybersecurity threats, including as a result of any previous cybersecurity
incidents, could have materially affected or are reasonably likely to materially affect us, including our business strategy, results of operations, or financial condition.
The CSG operates under the direction of the Chief Security Officer. The Chief Security Officer has over 35 years of experience. She

has over 10 years of experience in information technology and cybersecurity matters, including the oversight of the Information

Security Program and the design and execution of the information security audit plan of the Corporation. She is a Certified Public
Accountant that also holds a Juris Doctor degree and Series 7 and Series 27 certifications. She holds the title of Executive Vice

President and Chief Security Officer and has been in her role since 2018. Prior to that, she served as Senior Vice President and

General Auditor of the Corporation from November 2012 to April 2018. Before 2012, she served in various risk related functions of the Corporation.
The CISO has over 25 years of prior work experience in various roles in major financial institutions involving leading top-level cybersecurity governance strategy
and initiatives, integrating security governance into the overall business strategy and advising boards of directors on cyber risks and cybersecurity standards. He has
been a certified information security professional since 2007.

He holds the title of CISO and Cybersecurity DivisionManager and has been in his role since 2019.

The Corporate Risk Management Group operates under the direction of the Chief Risk Officer. The Chief Risk Officer has over 30

years of experience. He holds the title of Executive Vice President and Chief Risk Officer and has been in his role since 2011. Prior

to joining the Corporation, he served for 17 years as Chief Financial Officer, Head of Retail Bank and Mortgage Operations, Head of

Commercial and Construction Mortgage and Head of Interest Rate Risk, among other positions, for other banks. He holds a BS
with a major in Computer Engineering and an MBA with majors in Finance and Accounting.
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The FORM Division Manager has over 28 years of experience. She holds the title of Senior Vice President and FORM Division
Manager and has been in her role since March 2022. Prior to that she held positions for 16 years as Operational and IT Risk
Director, Head of ERM and Operational Risk, and Chief Information Security Officer for other banks. She also held positions in

|
a1

Internal Audit and IT Management for other industries throughout her career. She holds a BBA with majors in Accounting and
Information Systems, and a Master of Science in Information Technology Management.
ITEM 2. PROPERTIES

As of December 31, 2022, December 31, 2023, BPPR operated 162 branches, of which 68 were owned and 94 were leased premises, and PB
168 operated 40 branches of which 653 were owned and 103 37 were on leased premises, and
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PB operated 39 branches of which 3 were owned and 36 were on leased premises. Also, the Corporation had 584 576 ATMs operating in in Puerto Rico, 23 in the Virgin
Islands and 94100 in the U.S. Mainland. The principal properties owned by Popular for banking operations and other services are described below. Our

management believes that each of our facilities is well maintained and suitable for its purpose.

Puerto Rico

Popular Center, the twenty-story Popular and BPPR headquarters building, located at 209 Mufioz Rivera Avenue, Hato Rey, Puerto
Rico.

Popular Center North Building, a three-story building, onthe same block as Popular Center.

Popular Street Building, a parking and office building located at Ponce de Ledn Avenue and Popular Street, Hato Rey, Puerto Rico.

Cupey Center Complex, one building, three-stories high, two buildings, two-stories high each, and two buildings three-stories high each located in Cupey, Rio Piedras,

Puerto Rico.

Old San Juan Building, a twelve-story structure located in Old San Juan, Puerto Rico.

Guaynabo Corporate Office Park Building, a two-story building located in Guaynabo, Puerto Rico.

Altamira Building, a nine-story office building located in Guaynabo, Puerto Rico.

El Sefiorial Center, a four-story office building and a two-story branch building located in Rio Piedras, Puerto Rico.
Ponce de Ledn 167 Building, a five-story office building located in Hato Rey, Puerto Rico.

U.S. & British Virgin Islands

BPPR Virgin Islands Center, a three-story building located in St. Thomas, U.S. Virgin Islands.

Popular Center -Tortola, a four-story building located in Tortola, British Virgin Islands.

ITEM 3. LEGAL PROCEEDINGS

For a discussion of Legal proceedings, see Note 24, “Commitments and Contingencies”, to the Consolidated Financial Statements
in this Form 10-K.

ITEM 4. MINE SAFETY DISCLOSURE

Not applicable.

38
PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Common Stock

Popular’'s Common Stock is traded on the Nasdaq Global Select Market under the symbol “BPOP”.
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During 2022, 2023, the Corporation declared cash dividends in the total total amount of $2.20 $2.27 per common share outstanding, for an aggregate amount of $163.7
million. $163.7 million. The Common Stock ranks junior to all series of Preferred Stock as to dividend rights and rights on liquidation, dissolution or winding up of Popular.
Our ability to declare or pay dividends on, or purchase, redeem or otherwise acquire, the Common Stock is subject to certain restrictions in the event that Popular fails
to pay or set aside full dividends on the

Preferred Stock for the latest dividend period.

On July 12, 2022, the Corporation completed an accelerated share repurchase (“ASR”) program for the repurchase of an aggregate $400 million of Popular's common
stock for which an initial delivery of 3,483,942 shares were delivered in March 2022

(the “March ASR Agreement”). Upon the final settlement of the March ASR Agreement, the Corporation received an additional

1,582,922 shares of common stock. The Corporation repurchased a total of 5,066,864 shares at an average purchase price of

$78.9443, which were recorded as treasury stock by $440 million under the March ASR Agreement.

On December 7, 2022 the Corporation completed the settlement of another ASR Agreement for the repurchase of an aggregate $231 million of Popular's common
stock, for which an initial 2,339,241 shares were delivered on August 26, 2022 (the

“August ASR Agreement”). Upon the final settlement of the ASR Agreement, the Corporation received an additional 840,024 shares of common stock. The Corporation
repurchased a total of 3,179,265 shares at an average purchase price of $72.66, which were recorded as treasury stock by $245 million under the August ASR
Agreement.
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On September 9, 2021, the Corporation completed an accelerated share repurchase (“ASR”) program for the repurchase of an aggregate $350 million of Popular’s
common stock. Under the terms of the accelerated share repurchase agreement (the
“ASR Agreement”), on May 4, 2021, the Corporation made an initial payment of $350 million and received an initial delivery of
3,785,831 shares of Popular's Common Stock (the “Initial Shares”). The transaction was accounted for as a treasury stock transaction. As a result of the receipt
of the Initial Shares, the Corporation recognized in shareholders’ equity approximately $280
million in treasury stock and $70 million as a reduction in capital surplus. Upon the final settlement of the ASR Agreement, the
Corporation received an additional 828,965 shares and recognized $61 million as treasury stock with a corresponding increase in its capital surplus account. The
Corporation repurchased a total of 4,614,796 shares at an average purchase price of $75.84 under the
ASR Agreement.
Additional information concerning legal or regulatory restrictions on the payment of dividends by Popular, BPPR and PB
is contained under the caption “Regulation and Supervision”in Item 1 herein.
As of February 24,27, 2023,2024, Popular had 6,612 6,564 stockholders of record of the Common Stock, not including beneficial owners whose shares are held in
record names of brokers or other nominees. The last sales price for the Common Stock on that date was $71.27 $84.07 per share.
Preferred Stock
Popular has 30,000,000 shares of authorized Preferred Stock that may be issued in one or more series, and the shares of each series shall have such rights and
preferences as shall be fixed by the Board of Directors when authorizing the issuance of that particular series. Popular’s Preferred Stock issued and outstanding at
December 31, 2022 December 31, 2023 consisted of:
L]

885,726 shares of 6.375% non-cumulative monthly income Preferred Stock, Series A, no par value, liquidation preference value of $25 per share.

39

All series of Preferred Stock are pari passu. Dividends on each series of Preferred Stock are payable if declared by our

Board of Directors. Our ability to declare and pay dividends on the Preferred Stock is dependent on certain Federal regulatory considerations, including the
guidelines of the Federal Reserve Board regarding capital adequacy and dividends. The Board of

Directors is not obligated to declare dividends and dividends do not accumulate in the eventthey are not paid.
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Monthly dividends on the Preferred Stock amounted to a total of $1.4 million for the year 2022.2023. There can be no assurance that any dividends will be

declared onthe Preferred Stock in any future periods.

Dividend Reinvestment and Stock Purchase Plan

Popular offers a dividend reinvestment and stock purchase plan for our stockholders that allows them to reinvest their dividends in shares of the Common Stock at a
5% discount from the average market price at the time of the issuance, as well as purchase shares of Common Stock directly from Popular by making optional cash

payments at prevailingmarket prices.

Equity Based Plans
On May 12, 2020, the stockholders of the Corporation approved the Popular, Inc. 2020 Omnibus Incentive Plan, which permits the Corporation to issue several types of

stock-based compensation to employees and directors of the Corporation and/or any of its subsidiaries (the “2020 Incentive Plan”). The 2020 Incentive Plan replaced the

Popular, Inc. 2004 Omnibus Incentive Plan,
which was in effect prior to the adoption of the 2020 Incentive Plan. As of December 31, 2022, 2023, the maximum number of of shares of
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common stock remaining available for future issuance under this plan was 3,444,778. 3,144,461. For information about the securities remaining available for issuance under

our equity-based plans, refer to Part IIl, Item 12.
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Purchases of Equity Securities
The following table sets forth the details of purchases of Common Stock by the Corporation during the quarter ended December 31,
2022:2023:

Issuer Purchases of Equity Securities
Not in thousands

Period

Total Number of

Shares Purchased [1]

Average Price Paid

per Share

Total Number of Shares

Purchased as Part of Publicly
Announced Plans or Programs [2]
Maximum Number of

Shares that May Yet be

Purchased Under the

Plans or Programs

October 1 — October 31

-174

$-62.92

November 1 — November 30

December 1 — December 31
840,064 498

70.8067.95

840,024 -

Total December 31, 2022 December 31, 2023
840,064 672

$70.80 66.65

840,024 -

[1] Includes 40 174 and 498 shares of the Corporation'scommon stock acquired by the Corporation during October and December 2022, 2023,

respectively, in connection with the satisfaction of tax withholding obligations onvested awards of restricted stock or
restricted stock units granted to directorsand certain employees under the Corporation’s Omnibus Incentive Plan. The
acquiredacquired shares of common stock were added back totreasury stock.

[2] On August 24, 2022, the Corporation entered into an accelerated repurchase program for the repurchase of an aggregate $231
million of Popular's common stock, which was completed on December 7, 2022. Upon the final settlement, the Corporation received
840,024 shares of common stock.

Equity Compensation Plans

For information about our equity compensation plans, refer to Part lIl, Item 12.

Stock Performance Graph (1)
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The graph below compares the cumulative total stockholder return during the measurement period with the cumulative total return, assuming reinvestment of dividends,
of the Nasdaq Bank Index and the Nasdaq Composite Index.

The cumulative total stockholder return was obtained by dividing (i) the cumulative amount of dividends per share,

assuming dividend reinvestment since the measurement point, December 31, 2017 December 31, 2018, plus (ii) the change in the per share price since the measurement
date, by the share price atthe measurement date.

L».bpop-20231231p44i0
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Comparison of Five-Year Cumulative Total Return (TSR)

Assumes all dividends were reinvested

Base Year: December 31, 2017 2018 = $100

(1) Unless Popular specifically states otherwise, this Stock Performance Graph shall not be deemed to be incorporated by reference and shall not constitute soliciting
material or otherwise be considered filed under the Securities Act of 1933 or the

Securities Exchange Act of 1934.

ITEM 6. [RESERVED]

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The information required by this item is included in this Form 10-K, commencing on page 50. 54.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information regarding the market risk of our investments appears under the caption “Risk Management”, on page 80 84
within Management'’s Discussion and Analysis of Financial Condition and Results of Operations in this Form 10-K.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this item appears under the caption “Statistical Summaries” on pages 106 111 to 108 113 of this Form
10-K.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
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Not Applicable.
ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure controls and
procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act) as of the end of the period covered by this report. Based on such evaluation, our Chief Executive Officer and Chief
Financial Officer have concluded that, as of the end of such period, our disclosure controls and procedures are effective in recording, processing, summarizing and
reporting, on a timely basis, information required to be disclosed by Popular in the reports that we file or submit under the Exchange Act and such information is
accumulated and communicated to management, as appropriate, to allow timely decisions regarding requireddisclosures.
Assessment on Internal Control over Financial Reporting
Information relating to our assessment on internal control over financial reporting is presented under the captions “Report
of Management on Internal Control Over Financial Reporting” and “Report of Independent Registered Public Accounting Firm”
located on pages 109 114 and 110 115 of this Form 10-K.
Changes in Internal Control over Financial Reporting
There have been no changes in our internal control over financial reporting (as such termis defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) that occurred during the quarter ended December 31, 2022 December 31, 2023, that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
ITEM 9B. OTHER INFORMATION
None Rule 10b5-1 Trading Plans or Other Preplanned Trading Arrangements
Certain of our officers or directors have made and may from time to time make elections to
participate in
, and are participating in,
our dividend reinvestment and purchase plan, the Company stock fund associated with our 401(k) plans and/or the Company stock fund associated with our non-qualified
deferred compensation plans and have shares withheld to cover withholding taxes upon the vesting of equity awards, which may be designed to satisfy the affirmative
defense conditions of Rule 10b5-1 under the Exchange
Act or may constitute non-Rule 10b5-1
trading arrangements
(as defined in Item 408(c) of Regulation S-K).
ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS
Not applicable.
PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
The information contained under the captions “Security Ownership of Certain Beneficial Owners and Management”,
“Delinquent Section 16(a) Reports”, “Corporate Governance”, “Nominees for Election as Directors” and “Executive Officers” in the

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 71/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

42
Proxy Statement are incorporated herein by reference. Information about our Code of Ethics, which applies to our senior financial officers, is included in “Business —
Available Information” in Part| of this Form 10-K.
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ITEM 11. EXECUTIVE COMPENSATION

The information in the Proxy Statement under the caption “Executive and Director Compensation,” including the

“Compensation Discussion and Analysis,” the “2022 2023 Executive Compensation Tables and Compensation Information” and the

“Compensation of Non-Employee Directors,” and under the caption “Committees of the Board — Talent and Compensation

Committee — Talent and Compensation Committee Interlocks and Insider Participation” is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED

STOCKHOLDERS MATTERS

The information under under the captions “Principal Shareholders” “Principal Stockholders™ and “Shares “Shares Beneficially Owned by Directors and Executive
Officers” in the Proxy Statement is incorporated herein by reference.

The following tables sets forth information as of December 31, 2022 December 31, 2023 regarding securities remaining available for issuance to directors and eligible
employees under our equity-based compensation plans.

Plan Category

Plan

Number of Securities
Remaining Available

for Future Issuance

Under Equity Compensation
Plan

Equity compensation plan approved by security holders
2020 Omnibus Incentive Plan
3,444,7783,144,461

Total

3,444,778 3,144,461
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
The information under the caption “Board “Board of Directors’ Directors and Nominees’ Independence” and “Certain “Certain Relationships and
Transactions” in the
Proxy Statement is incorporated herein by reference.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Information regarding principal accountant fees and services is set forth under Proposal 3 — Ratification of Appointment of
Independent Registered Public Accounting Firm in the Proxy Statement, which is incorporated herein by reference.
PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a). The following financial statements and reports are included on pages 110 115 through 260 268 in this Form10K.
@)
Financial Statements
Report of Independent Registered Public Accounting Firm (
PCAOB ID
238
)
Consolidated Statements of Financial Condition as of December 31, 2022 2023 and 2021
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Consolidated Statements of Operations for each of the years in the three-year period ended December 31, 2022
Consolidated Statements of Cash Flows for each of the years in the three-year period ended December 31, 2022 2023
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Consolidated Statements of Comprehensive Income (Loss) for each of the years in the three-year period ended
December 31, 2023

Consolidated Statements of Changes in Stockholders’ Equity for each of the years in the three-year period ended
December 31, 2022 2023

Consolidated Statements of Comprehensive Income Cash Flows for each of the years in the three-year period ended in the three-year period ended December 31,
2022 2023

Notes to Consolidated Financial Statements

(2) Financial Statement Schedules: No schedules are presented because the information is not applicable or is included in the
Consolidated Financial Statements described in (a) (1) above or in the notes thereto.

(3) Exhibits

ITEM 16. FORM 10-K SUMMARY

None.

The exhibits listed on the Exhibits Index below are filed herewith or are incorporated herein by reference.
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Exhibit Index
3.1

Report on Form 8-K dated September 28, 2023 and filed on January 2, 2020). October 3, 2023).
4.1

Inc.’s Current Report on Form 8-K dated May 29, 2012 and filed on May 30, 2012).

4.2

Certificate of Designation of Popular, Inc.’s 6.375% Non-Cumulative Monthly_ Income Preferred Stock, 2003 Series A
(incorporated by reference to Exhibit 3.3 of Popular, Inc.'s Form 8-A filed on February 25, 2003).

4.3

Form of certificate representing_Popular, Inc.’s 6.375% Non-Cumulative Monthly Income Preferred Stock, 2003 Series A
(incorporated by reference to Exhibit 4.1 of Popular, Inc.’s Form 8-A filed on February 25, 2003).

4.4

thereto, dated as of May 8, 1997, each between Popular, Inc. and The Bank of New York Mellon, as successor trustee
(incorporated by reference to Exhibit 4(d) to the Registration Statement on Form S-3, File No. 333-26941, of Popular,
Inc., Popular International Bank, Inc., and Popular North America, Inc., filed on May 12, 1997).

45

Second Supplemental Indenture of Popular, Inc., dated as of August 5, 1999, between Popular, Inc. and The Bank of

New York Mellon, as successor_trustee (incorporated by by reference to Exhibit 4(e) to Popular, Inc.'s Current Report on

Form 8-K dated August 5, 1999 and filed on August 17, 1999).

4.6

Subordinated Indenture of Popular, Inc., dated as of November 30, 1995, between Popular, Inc. and The Bank of New
York Mellon, as successor trustee (incorporated by reference to Exhibit 4(e) to the Registration Statement on Form S-3
File No. 333- 26941, of Popular, Inc., Popular International Bank, Inc. and Popular North America, Inc., filed on May 12,
1997).

4.7

Senior_Indenture of Popular North America, Inc., dated as of October 1, 1991, as supplemented by the First

Supplemental Indenture_thereto, dated as of February 28, 1995, and by the Second Supplemental Indenture thereto
dated as of May 8, 1997, each among_Popular North America, Inc., Popular, Inc., as guarantor, and The Bank of New
York Mellon, as successor trustee (incorporated by reference to Exhibit 4(f)_to the Registration Statement on Form S-3,
File No. 333-26941, of Popular, Inc., Popular International Bank, Inc. and Popular North America, Inc., filed on May 12,
1997).

4.8

reference to Exhibit 4(h)_to Popular, Inc.’s Current Report on Form 8-K, dated August 5, 1999, as filed on August 17,
1999).

4.9

Junior Subordinated Indenture of Popular, Inc., dated as of October 31, 2003, between Popular, Inc. and The Bank of
New York Mellon, as successor trustee (incorporated by reference to Exhibit 4.2 of Popular, Inc.’s Current Report on
Form 8-K, dated October 31,2003 and filed on November 4, 2003).

4.10

Description of Popular, Inc.’s securities registered pursuant to Section 12 of the Securities Exchange Act. (1)
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10.1

Popular, Inc. 2020 Omnibus Incentive Plan (incorporated by reference to Exhibit 4.4 of Popular, Inc.’s Form S-8 filed on
May 12, 2020). *

10.2

10.3

Form of Compensation Agreement for Directors not Elected Chairman of a Committee (incorporated by _reference to
Exhibit 10.2 of Popular, Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004). *

10.4

Compensation Agreement for Alejandro M. Ballester as director of Popular, Inc., dated January 28, 2010 (incorporated
by reference to Exhibit 10.9 of Popular, Inc.’s Annual Report on Form10-K for the year ended December 31, 2009). *
10.5

Compensation Agreement for Carlos A. Unanue as director of Popular, Inc., dated January 28, 2010 (incorporated by
reference to Exhibit 10.10 of Popular, Inc.'s Annual Report on Form 10-K for the year ended December 31, 2009). *
10.6

reference to Exhibit 10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2011). *

10.7

Compensation Agreement for Joaquin_E. Bacardi, Ill as director of Popular, Inc., dated April 30, 2013 (incorporated by
reference to Exhibit 10.2 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2013). *

10.8

Compensation Agreement for John. W. Diercksen as director of Popular, Inc., dated October 18, 2013 (incorporated by
reference to Exhibit 10.13 of Popular, Inc.'s Annual Report on 10-K for the year ended December 31, 2013). *

10.9

Form of 2015 Long-Term_ Equity Incentive Award and Agreement (incorporated by reference to Exhibit 10.1 of Popular,
Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2015). *

10.10

Form of 2016 Long-Term Equity Incentive Award and Agreement (incorporated by reference to Exhibit 10.27 of Popular,
Inc.’s Annual Report on Form 10-K for the year ended December31, 2015). *

10.11

Form_ of Director Compensation Letter, Election Form and Restricted Stock Agreement, effective April 26, 2016
(incorporated by reference to Exhibit 10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March
31, 2016). *

10.12

Form of 2017 Long-Term_ Equity Incentive Award and Agreement (incorporated by reference to Exhibit 10.1 of Popular,
Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2017). *

10.13

Long-Term Equity Incentive Award and Agreement for Ignacio Alvarez, dated as of June 22, 2017 (incorporated by
reference to Exhibit 10.1 of Popular, Inc.’s Quarterly report on Form 10-Q for the quarter ended June 30, 2017). *

10.14

10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2018). *
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10.15

Director Compensation Letter, Election Form and Restricted Stock Agreement for Myrna M. Soto, dated June 22, 2018
(incorporated by reference to Exhibit 10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the gquarter ended June
30, 2018). *

10.16

Director Compensation Letter, Election Form and Restricted Stock Agreement for Robert Carrady, dated December 29

2018 (incorporated by_reference to Exhibit 10.25 of Popular, Inc.'s Annual Report on Form 10-K for the year ended
December 31, 2018). *

10.17

Form_of Director Compensation Letter, Election Form and Restricted Stock Unit Award Agreement, effective May 7,
2019 (incorporated by reference to Exhibit 10.26 of Popular, Inc.’s Annual Report on Form 10-K for the year ended
December 31, 2018). *

10.18

Form of Popular, Inc. 2019 Long-Term Equity Incentive Award and Agreement (incorporated by reference to Exhibit
10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2019). *

10.19

Director Compensation Letter, Election Form and Restricted Stock Unit Award Agreement for Richard L. Carrién, dated

ended September 30, 2019). *

10.20

Form of Popular, Inc. 2020 Long-Term Equity Incentive Award and Agreement (incorporated by_reference to Exhibit
10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2020). *

10.21

Form_of Director Compensation Election Form and Restricted Stock Unit Award Agreement, effective May 12, 2020

30, 2020). *

10.22

Form of Popular, Inc. 2021 Long-Term Equity Incentive Award and Agreement (incorporated by reference to Exhibit
10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2021). *

10.23

Form of Director Compensation Letter, Election Form and Restricted Stock Unit Award Agreement for Betty DeVita and

Report on Form 10-Q for the quarter ended June 30, 2021). *
10.24

10.1 of Popular, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2022). *
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10.25

Asset Purchase Agreement, dated as of February 24, 2022, among_Evertec, Inc. and Evertec Group, LLC, Popular,
Inc. and Banco Popular de Puerto Rico (incorporated by reference to Exhibit 2.1 of Popular, Inc.'s Current Report on
Form 8-K dated and filed on February 24, 2022).

10.26

Second Amended and Restated Master Service Agreement, dated as of July 1, 2022, among_Popular, Inc., Banco
Popular de Puerto Rico, and Evertec Group, LLC and its Subsidiaries (Incorporated by reference to Exhibit 99.1 on
Form 8-K filed on July 1, 2022.)

10.27

10.28

Award Agreement, dated as of December 7, 2023, by and between Carlos J. Vazquez and Popular, Inc.* (1)
10.29

Services Agreement, dated as of December 7, 2023, by and between Carlos J. Vazquez andPopular, Inc.* (1)
211

Schedule of Subsidiaries of Popular, Inc. (1)

221

Issuers of Guaranteed Securities (1)

231

Consent of Independent Registered Public Accounting Firm. (1),

311

Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (1)
31.2

Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (1)
321

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906

322

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. (1)(2),

97.1

Compensation Recoupment Policy of Popular, Inc. dated June 23, 2023. (1)

101.INS

XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL
tags are embedded within the Inline Document. (1)

101.SCH

Inline XBRL Taxonomy Extension Schema Document (1)

101.CAL

Inline XBRL Taxonomy Extension Calculation Linkbase Document (1)

101.DEF

Inline XBRL Taxonomy Extension Definitions Linkbase Document (1)

101.LAB

Inline XBRL Taxonomy Extension Label Linkbase Document (1)

101.PRE

Inline XBRL Taxonomy Extension Presentation Linkbase Document (1)

104

The cover page of Popular, Inc. Annual Report on Form 10-K for the year ended December 31, 2022 December 31, 2023, formatted in
Inline XBRL (included within the Exhibit 101 attachments) (1)
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1)

Included herewith

e

Furnished herewith. This exhibit shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange

Act of 1934, or otherwise subject to the liability of that Section, and shall not be deemed incorporated into any filing under the Securities Act of 1933 or the Securities
Exchange Act of 1934.

*

This exhibit is a management contract or compensatory plan or arrangement.

Popular, Inc. has not filed as exhibits certain instruments defining the rights of holders of debt of Popular, Inc. not exceeding 10% of the total assets of Popular, Inc. and
its consolidated subsidiaries. Popular, Inc. hereby agrees to furnish upon request to the Commission a copy of each instrument defining the rights of holders of
senior and subordinated debt of Popular, Inc., or of any of its consolidated subsidiaries.
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FORWARD-LOOKING STATEMENTS

This Form 10-K contains “forward-looking statements” within the meaning of the U.S. Private Securities Litigation Reform Act of

1995, including, without limitation, statements about Popular, Inc.’s (the “Corporation,” “Popular,” “we,” “us,” “our”) business,

financial condition, results of operations, plans, objectives and future performance. These statements are not guarantees of future performance, are based on
management’s current expectations and, by their nature, involve risks, uncertainties, estimates and assumptions. Potential factors, some of which are beyond the
Corporation’s control, could cause actual results to differ materially from those expressed in, or implied by, such forward-looking statements. Risks and uncertainties
include without limitation the effect of competitive and economic factors, and our reaction to those factors, the adequacy of the allowance for loan losses, delinquency
trends, market risk and the impact of interest rate changes, capital markets conditions, capital adequacy and liquidity, and the effect of legal and regulatory proceedings and
new accountingstandards on the Corporation’s financial condition and results of operations.

All statements contained herein that are not clearly historical in nature are forward-looking, and the words “anticipate,” “believe,”

“continues,” “expect,” “estimate,” “intend,” “project” and similar expressions and future or conditional verbs such as “will,” “would,”

“should,” “could,” “might,” “can,” “may” or similar expressions are generally intended to identify to identify forward-looking statements.

Various factors, some of which are beyond Popular’s control, could cause actual results to differ materially from those expressed in,

or implied by, such forward-looking statements. Factors that might cause such a difference include, but are not limited to, the rate of growth or decline in the economy and
employment levels, as well as general business and economic conditions in the geographic areas we serve and, in particular, in the Commonwealth of Puerto Rico (the
“Commonwealth” or “Puerto Rico”), where a significant portion of our business is concentrated; adverse economic conditions, including high levels of inflation, that
adversely affect housing prices, the our business job market, is concentrated; adverse economic conditions, including high levels of consumer confidence and ongoing
increases in inflation rates, that adversely affect housing prices, the job market, consumer confidence and spending habits which may affect in turn, turn,

among other things, our level of non-performing non-

performing assets, charge-offs and provision expense; changes in interest rates and market liquidity, which may reduce interest

interest margins, impact funding sources, reduce loan originations, affect our ability to originate and distribute financial
products in the distribute financial products in the primary and secondary markets and impact the value of our investment
portfolio and our ability to return capital to our shareholders;
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the impact of bank failures or adverse developments at other banks and related negative media coverage of the banking industry in general on investor and depositor

sentiment regarding the stability and liquidity of banks; the impact of the current fiscal and economic challenges of Puerto Rico and the measures taken and

and to be taken by the Puerto Rico Government and the Federally-appointed oversight board on the economy, our customers and our business; the impact of the pending

debt restructuring proceedings under Title 1l of the Puerto Rico Oversight, Government and Management the Federally-

appointed oversight board on the economy, our customers and our business; the impact of pending debt restructuring proceedings under Title III of the Puerto Rico Oversight,

Management and Economic Stability Act (‘PROMESA”) and of other actions taken or to be taken to address address Puerto Rico’s fiscal challenges on the value

value of our portfolio of Puerto Rico government securities and loans to governmental entities and of our commercial, mortgage and

consumer loan portfolios where private borrowers could be directly affected by governmental action; the amount of Puerto Rico

public sector deposits held at at the Corporation, whose future future balances are uncertain and difficult to predict and may be impacted by factors such by factors such as

the amount of Federal Federal funds received received by the P.R. Government in connection with the COVID-19 pandemic and P.R.

hurricane recovery assistance Government and the rate of expenditure of such funds, as well as the financial condition, liquidity and cash management practices

management practices of the Puerto Rico Government and its instrumentalities; unforeseen or catastrophic events, including extremeewteether events,

including hurricanes, other natural disasters, man-made disasters, acts of violence or war or pandemics, epidemicsepidkmilsr health-related crises, including any or the

resurgence fear of COVID-19, or any such the fear event occurring, any of any such event which could occurring, any of which could cause adverse consequences for our

business,

including, including, but not limited to, disruptions in our operations; our ability to achieve the expected benefits from our transformation initiative, including our ability to

achieve our targeted sustainable return on tangible common equity of 14% by the end expected of benefits 2025; from risks our related transformation initiative, including our

ability to achieve projected earnings, efficiencies and our targeted sustainable return on tangible common equity of 14% by the end of 2025; risks related to Popular’s

acquisition of certain information technology and related assets formerly used by Evertec, Inc. to service certain of Banco Popular de Puerto Rico’s key channels, as well as
the entry

into amended and restated commercial commercial agreements (the “Evertec Business Acquisition Transaction”), including Popular’s ability to successfully transition and

integrate the assets acquired as part of the Evertec Business Acquisition Transaction, as well as related operations, employees and third party contractors; unexpected costs,
including, without limitation, costs due to exposure to any unrecorded liabilities or issues not identified during due diligence investigation of the Evertec Business

Acquisition Transaction Transaction”); or that are not subject to indemnification or reimbursement by Evertec, Inc.; the fiscal and business and other risks arising from the

extension of

Popular’s current commercial agreements with Evertec, Inc.; the fiscal and monetary policies of the federal

federal government and its

agencies; changes in federal bank regulatory and supervisory policies, including required levels of capital,

liquidity, resolution-related requirements and the impact of

other proposed capital standards on our capital ratios; additional Federal

Deposit Insurance Deposit Insurance Corporation (“FDIC") assessments; assessments, such as the special assessment implemented by the FDIC to recover the losses to

the deposit insurance fund (“DIF”) resulting from the receiverships of Silicon Valley Bank and Signature Bank; regulatory approvals that may be necessary to undertake

certain actions or consummate strategic transactions, such as acquisitions and dispositions; the relative strength or weakness of the consumer and commercial credit

sectors and of the real estate markets in

Puerto Rico and the other markets in which our borrowers are located; a deterioration in the credit quality of our clients, customers and counterparties; the performance of

the stock and bond markets; competition inirthe financial services industry; possible legislative, tax or regulatory changes; a failure in or breach of our operational or

security systemssgsterfiastructure or those of those of

Evertec, Inc., our provider provider of core financial transaction financial transaction processing and information technology services, information technology services, or of
third third parties providing

services to us, including as a result of cyberattacks, e-fraud, denial-of-services and computer intrusion, that might might result in, among other things, loss or breach of

customer data, disruption of services, reputational damage or

51
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additional costs to Popular; changes in

market rates and prices which may adversely impact the value of financial assets and
liabilities; potential judgments, claims,
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damages,

55

damages, penalties, fines, enforcement actions and reputational damage resulting from pending or future litigation and regulatory or government fines, investigations
enforcementor actions actions; changes in accounting standards, rules and reputational damage resulting from pending or future litigation and regulatory or
government investigations or actions, including as a result of interpretations; our participation in and execution of government programs related to the COVID-19
pandemic; changes in accounting standards, rules and interpretations;

our ability to grow our core core businesses; decisions to downsize, sell or close branches or business units or otherwise change our business mix; and
business mix; and management's ability to identify and manage these and other risks.

Moreover, the outcome of legal and regulatory proceedings, as discussed in “Part |, Item 3. Legal Proceedings,” is inherently uncertain and depends on judicial
interpretations of law and the findings of regulators, judges and/or juries. Investors should refer to

“Part I, tem 1A” of this Form 10-K for a discussion of certain risks and uncertainties to which the Corporation is subject.

All forward-looking statements included in this Form 10-K are based upon information available to Popular as of the date of this

Form 10- K, and other than as required by law, including the requirements of applicable securities laws, we assume no obligation to update or revise any such forward-

looking statements to reflect occurrences or unanticipated events or circumstances after the date of such statements.

OVERVIEW

The Corporation is a diversified, publicly-owned financial holding company subject to the supervision and regulation of the Board of

Governors of the Federal Reserve System. The Corporation has operations in Puerto Rico, the United States (“U.S.”) mainland, and the U.S. and British Virgin Islands. In
Puerto Rico, the Corporation provides retail, mortgage, and commercial banking services through its principal banking subsidiary, Banco Popular de Puerto Rico

(“BPPR”), as well as investment banking, broker-dealer, auto and equipment leasing and financing, and insurance services through specialized subsidiaries. In the
U.S. mainland, the

Corporation provides retail, mortgage, commercial banking services, as well as equipment leasing and financing, through its New

York-chartered banking subsidiary, Popular Bank (“PB” or “Popular U.S.”) which has branches located in New York, New Jersey and

Florida. Note 37 to the Consolidated Financial Statements presents information about the Corporation’s businesssegments.

YEAR 2022 2023 SIGNIFICANT EVENTS

Acquisition Issuance and Redemption of Key Customer Channels and Amendmentsto Commercial Contracts with Evertec Senior Notes

On July 1, 2022, BPPR completed the announced acquisition of certain assets from Evertec Group, LLC (“Evertec Group”), a wholly owned March subsidiary 13, 2023, the

Corporation issued $400 million aggregate principal amount of 7.25% Evertec, Senior Notes Inc. (‘Evertec”) (NYSE: EVTC), to service certain BPPR channels due

2028 (the “2028

Notes”) in an underwritten public offering. The Corporation used a portion of the net proceeds of “Business the 2028 Notes offering to redeem,

on August 14, 2023, the outstanding $300 million aggregate principal amount of its 6.125% Senior Notes due Acquisition September 2023. The

Transaction”). redemption price was equal to 100% of the principal amount plus accrued and unpaid interest through the redemption date.

As FDIC Special Assessment

On November 16, 2023, the Federal Deposit Insurance Corporation (“FDIC”) approved a resultfinal ofrule the closingthat ofimposes the Businessa Acquisition

Transaction, special assessment (the “FDIC BPPR acquired from Evertec Group certain critical channels,

including BPPR’s retail and business digital banking and commercial cash management applications. In connection with the

Business Acquisition Transaction, BPPR also entered into amended and restated service agreements with Evertec Group pursuant

Special Assessment”) to which Evertec Group will continue to provide various information technology and transaction processing services to Popular,

BPPR and their respective subsidiaries.

Under recover the amended service agreements, Evertec Group no longer has exclusive rights losses to provide the deposit certain of insurance fund (“DIF”) Popular’s

technology services. The amended service agreements include discounted pricing and lowered caps on contractual pricing escalators tied to the Consumer Price Index.

As part of the transaction, BPPR and Evertec also entered into a revenue sharing structure for BPPR in connection with its merchant acquiring relationship with Evertec.

Under resulting from the terms FDIC's use, in March 2023, of the amended systemic and risk restated Master Service

Agreement (“MSA”), Evertec will be entitled to receive monthly paymentsfrom the Corporation to the extent that Evertec's revenues,

covered under the MSA, fall below certain agreedannualized minimum amounts.

As consideration for the Business Acquisition Transaction, BPPR delivered to Evertec Group 4,589,169 shares of Evertec common stock valued at closing at $169.2 million

(based on Evertec's stock price on June 30, 2022 of $36.88). A total of $144.8 million of the consideration for the transaction was attributed to the acquisition of the critical
channels of which $28.7 million were attributed to software intangible assets and $116.1 million were attributed to goodwill. The transaction was accounted for

as a business combination. The remaining $24.2 million was attributed exception to the renegotiation of least-cost resolution test under the MSA Federal Deposit

Insurance Act in connection with the receiverships of several failed banks.

Under the final rule, the assessment base for the special assessment is equal to an insured depository institution’s (“IDI") estimated uninsured deposits, as reported in the

IDI's December 31, 2022 Call Report, excluding the first $5 billion in estimated uninsured deposits. For a holding company that has more than one IDI subsidiary, such as

Popular, the $5 billion exclusion is allocated among the company’s IDI subsidiaries in proportion to each IDI's estimated uninsured deposits. The special assessments will

be collected at an annual rate of approximately 13.4 basis points per year (3.35 basis points per guarter) over eight quarters in 2024 and 2025,

with Evertecthe first assessment period beginning January 1, 2024. In their December 31, 2022 Call Reports, BPPR and was PB reported estimated uninsured

deposits of approximately $28.1 billion, including $16.2 billion in fully collateralized public sector deposits, and

$3.5 billion, respectively. The Corporation recorded an as expense of an$71.4 million, $45.3 million net of tax, in the fourth quarter of

2023, representing the full amount of the assessment.
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&2
expense. The Corporation also recorded a credit of $6.9 million in Evertec billings under 56

By statute, the MSA during FDIC is required to recover the third quarter of 2022 as a result of the Business Acquisition Transaction, resulting in a net loss expense charge

for arising from the quarter use of $17.3 a systemic risk determinationmillion. through one or more special

On assessments. As of August December 31, 2023, 15, the FDIC's 2022, loss estimate described in the final rule had increased by approximately $4.1

billion to $20.4 billion, or approximately 25%. The exact amount of losses will be determined when the FDIC terminates the related receiverships considered in the final

rule. Accordingly, the special assessment amount and collection period may change as the estimated loss is periodically adjusted or if the Corporation total

completed amount the collected sale varies. of its remaining 7,065,634 shares of common stock of Evertec (the

“Evertec Stock Sale”, and collectively with the Business Acquisition Transaction, If the “Evertec Transactions”). Following most recent the Evertec

Stock Sale, Popular no longer owns any Evertec common stock. The impact of the gain on the sale of Evertec shares used as consideration for the Business

Acquisition Transaction in exchange for the acquired applications on July 1, 2022 and the net expense associated with the renegotiation of the MSA resulted in an

after-tax gain of $97.9 million, while the Evertec Stock Sale and the related accounting adjustments resulted in an after-tax gain of $128.8 million, recorded during the third

quarter of 2022, for an aggregate after-tax gain of $226.6 million.

Transformation Initiative:

Leveraging the completion of the Evertec Transactions, the Corporation embarked on a broad-based multi-year, technological and business process transformation

during the second half of 2022. The needs and expectations of our clients, as well as the competitive landscape, have evolved, requiring us to make important

investments in our technological infrastructure and adopt more agile practices. Our technology and business transformation will be a significant priority for the company

over the next three years and beyond.

Through December 31, 2022, excluding compensation costs of our employees involved in the initiative, we expensed $24 million toward this effort, primarily in

professional fees and technology related expenses. As part of this transformation, we aim to expand our digital capabilities, modernize our technology platform, and

implement agile and efficient business processes across the entire company. In 2023, we plan an expense of approximately $50 million toward this effort, excluding

employee compensation and capitalized costs. We expect the expenses tied to this transformation initiative, which will continue through 2025 to resultin an

enhanced digital experience for our clients, as well as better technology and more efficient processes for our employees. We expect this effort to contribute to better

efficiency and higher earnings, resulting in a targeted sustainable return on tangible common equity of 14% by the end of 2025.

To facilitate the transparency of the progress with these efforts, effectiveincrease in the fourth quarter of 2022, the Corporation has FDIC's separated technology,
professional fees and transactional activities as standalone expense categories in the accompanying

Consolidated Statement of Operations. Refer to additionalinformation in the Operating expenses section of this MD&A.

Capital Actions

On July 12, 2022, the Corporation completed an accelerated share repurchase (“ASR”) program for the repurchase of $400 million of Popular’s common stock for which

an initial delivery of 3,483,942 shares were delivered in March 2022 (the “March ASR

Agreement”). Upon the final settlement of the March ASR Agreement, the Corporation received an additional 1,582,922 shares of common stock. The Corporation

repurchased a total of 5,066,864 shares at an average purchase price of $78.9443, which were recorded as treasury stock by $440 million under the March ASR

Agreement.

On December 7, 2022, the Corporation completed the settlement of another ASR agreement (the “August ASR Agreement”) for the repurchase of $231 million of Popular’s
common stock, for which an initial 2,339,241 shares were delivered on August 26, 2022.

Upon the final settlement of the August ASR Agreement, the Corporation received an additional 840,024 shares of common stock.

The Corporation repurchased a total of 3,179,265 shares at an average purchase price of $72.66, which were recorded as treasury stock by $245 million under the August

ASR Agreement.

Hurricanes Fiona estimate remains unchanged and lan

On September 18, 2022, Hurricane Fiona made landfall in the southwest area of Puerto Rico as a Category 1 hurricane, bringing record rainfall and flooding throughout

the island and affecting communities where BPPR does business. Hurricane Fiona’s rain and winds caused a complete blackout on the island and caused considerable
damage to certain sectors in the southwest region.

President Biden issued a disaster declaration for the island. While the impact to BPPR’s operation was not material, certain customers, highly concentrated in

certain municipalities, were impacted by the disaster.
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As part of hurricane relief efforts on the island, the Corporation waived late-payment fees on individual lending products from

September 16 through October 31, 2022. Popular also waived, through September 30, withdrawal fees payable by our customers at

ATMs outside of the Popular network and fees payable by customers of other banking institutions at Popular's ATMs. In addition,

the Corporation offered to clients impacted by the hurricane a moratorium of up to three monthly payments, up to December 31,

2022, on personal and commercial credit cards, auto loans, leases and personal loans, subject to certain eligibility requirements.

Mortgage clients may also benefit from different payment relief alternatives available, depending on their type of loan. Loan relief options for commercial clients are
reviewed on a case-by-case basis.

Separately, on September 28, 2022, Hurricane lan made a landfall on the west coast of central Florida as a Category 4 hurricane,

causing extensive floods and destruction in the impacted areas in Florida. President Biden made a major disaster declaration for certain counties in central Florida. PB
and BPPR do not have significant operations in the area but have some limited retail and commercial clients who reside or have business activities is assessed in the
impacted areas.

For clients impacted by the hurricane that reside in counties in Florida declared as disaster zones by President Biden, Popular

offered a moratorium for up to three payments, up to January 31, 2023, subject to certain eligibility requirements. As in the case of

Puerto Rico, relief options for commercial clients are reviewed on a case-by-case basis.

Refer to the Credit Risk section of this MD&A for additional information of the loan moratorium offered to clients.

Transfer of Securities from Available-for Sale to Held-To-Maturity

In October 2022, the Corporation transferred U.S. Treasury securities with a fair value of $6.5 billion (par value of $7.4 billion) from its available-for-sale portfolio to its held-
to-maturity portfolio. Management changed its intent, given its ability to hold these securities to maturity due to same manner, the Corporation’s liquidity position and its
intention to reduce the impact on accumulated other comprehensive income (loss) (“AOCI”) and tangible capital of further increases in interest rates.

The securities were reclassified at fair value at the time of Corporation estimates that the transfer. At the date of the transfer, these securities had pre-tax unrealized
losses of $873.0 million recorded in AOCI. This fair value discount is being accreted to interest income and incremental expense for the unrealized loss remaining
in FDIC Special Assessment could be approximately AOCI is being amortized, offsetting each other through the remaining life of the securities. There were no realized
gains or losses recorded as a result of this transfer. $18 million.

While changes Increase in the amount of unrealized gains and losses in AOCI have an impact on the Corporation’s and its wholly-owned banking
subsidiaries’ tangible capital ratios, they do not impact regulatory capital ratios, in accordance with the regulatory framework. Refer to Note 7 to the
Consolidated Financial Statements which presents information about the Corporation’s Debt

Securities Held-to-Maturity for additional details

Partial Release of the Deferred Tax Asset Valuation Allowance quarterly common stock dividends

During the fourth quarter of 2023, the Corporation declared a quarterly common stock cash dividend of $0.62 per share, an increase of $0.07, or 13%, compared to the
$0.55 perfourth quarter of 2022, share declared by the Corporation recorded a partial reversal of in the deferred tax asset valuation allowance of the

U.S. operations of $68.2 million. As of December 31, 2022, the deferred tax asset (‘DTA”) for the U.S. operations, mainly related to net operating losses (“NOLs”), was
valued at $278 million, net of the corresponding valuation allowance of $402 million. The

reversal during the fourth third quarter was determined based on management's expectation of the realization of additional amounts of federal and state NOLs over
their remaining carryover period. The determination was based on the U.S. operations’ sustained profitability during the years ended December 31, 2021 and 2022,
together with evidence of stable credit metrics and the length of the expiration of the net operating losses. As of December 31, 2022, the Corporation had approximately
$525 million in DTA related to federal NOLs with expiration dates between 2028 and 2033 and approximately $135 million in DTA related to state NOLs with expiration
dates between 2030 and 2036. 2023.
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Table 1 - Selected Financial Data

Years ended December 31,

(Dollars in thousands, except per common share data)
2023

2022

5558

Non-GAAP financial measures

Net interest income on a taxable equivalent basis

Net interest income, on a taxable equivalent basis, is presented with its different components in Table 3 for the year ended

December 31, 20222023 as compared with the same period in 2021, 2022, segregated by major categories of interest earning assets and interest-bearing liabilities.
The interest earning assets include investment securities and loans that are exempt from income tax, principally in Puerto Rico. The

main sources of tax-exempt interest income are certain investments in obligations of the U.S. Government, its agencies and sponsored entities, and certain
obligations of the Commonwealth of Puerto Rico and its agencies and assets held by the

Corporation’s international banking entities. To facilitate the comparison of all interest related to these assets, the interest income has been converted to a taxable
equivalent basis, using the applicable statutory income tax rates for each period. The taxable equivalent computation considers the interest expense and other related
expense disallowances required by the Puerto Rico tax law. Under Puerto Rico tax law, the exempt interest can be deducted up to the amount of taxable income. Net
interest income, on a taxable equivalent basis, is a non-GAAP financial measure. Management believes that this presentation provides meaningful information since
it facilitates the comparison of revenues arising from taxable and exempt sources.

Net interest income, on a taxable equivalent basis, as used by the Corporation may not be comparable to similarly named non-

GAAP financial measures used by other companies.

Financial highlights for the year ended December 31, 2022

The Corporation’s net income for the year ended December 31, 2022 amounted to $1.1 billion, compared to a net income of $934.9

million for 2021. 2023

The discussion that follows provides highlights of the Corporation’s results of operations for the year ended December 31, 2022 2023

compared to the results of operations of 2021. 2022. It also provides some highlights with respect to the Corporation’s financial condition,

credit quality, capital and liquidity. Table 2 presents a three-year summary of the components of net income as a percentage of average total assets. For For a
discussion discussion of our 2021 2022 results of operations compared with 2020, 2021, see “Management’s Discussion and

Analysis of Financial Condition and Results of Operations”in our Annual Report on Form 10-K for the year ended December 31,

2021. 2022.
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Table 2 - Components of Net Income as a Percentage of Average Total Assets

2023

2022

2021

2020

Net interest income
2.99

%

2.98

%

2.75

%

3.12

%

Provision for credit (losses) benefit
(0.29)

(0.11)

0.27

(0.49)

Mortgage banking activities
0.03

0.06

0.07

0.02

Net gain (loss) gain and valuation adjustments on investment securities

0.01
(0.01)

0.01
Other non-interest income

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

90/225

REFINITIV [<


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

1.180.87

0.831.18

0.83

Total net interest income and non-interest income, net of provision for credit losses
3.61

4.10

3.92

3.49
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upon the availability of quoted market prices or observable market parameters. In addition, it may be affected by other factors such as the type of instrument, the liquidity
of the market for the instrument, transparency around the inputs to the valuation, as well as the contractual characteristics of the instrument. Broker quotes used for
fair value measurements inherently reflect any lack of liquidity in the market since they represent an exit price from the perspective of the market participants.
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Trading Debt Securities and Debt Securities Available-for-Sale

The majority of the values for trading debt securities and debt securities available-for-sale are obtained from third-party pricing services and are validated with

alternate pricing sources when available. Securities not priced by a secondary pricing source are documented and validated internally according to their significance

to the Corporation’s financial statements. Management has established materiality thresholds according to the investment class to monitor and investigate material

deviations in prices obtained from the primary pricing service provider and the secondary pricing source used as support for the valuation results.

Inputs are evaluated to ascertain that they consider current market conditions, including the relative liquidity of the market. When a market quote for a specific security is

not available, the pricing service provider generally uses observable datato derive an exit price for the instrument, such as benchmark yield curves and trade data

for similar products. To the extent trading data is not available, the pricing service provider relies on specific information including dialogue with brokers, buy side

clients, credit ratings,

spreads to established benchmarks and transactions on similar securities, to draw correlations based on the characteristics of the evaluated instrument. If for any reason

the pricing service provider cannot observe data required to feed its model, it discontinues pricing the instrument.

Furthermore, management assesses the fair value of its portfolio of investment securities at least on a quarterly basis. Securities are classified in the fair value hierarchy

according to product type, characteristics and market liquidity. At the end of each period,

management assesses the valuation hierarchy for each asset or liability measured. The fair value measurement analysis performed by the Corporation includes validation
procedures and review of market changes, pricing methodology, assumption and level hierarchy changes, and evaluation of distressed transactions.

Refer to Note 28 to the Consolidated Financial Statements for a description of the Corporation’s valuation methodologies used for the assets and liabilities measured at

fair value.

Loans and Allowance for Credit Losses

Interest on loans is accrued and recorded as interest income based upon the principal amount outstanding.

Non-accrual loans are those loans on which the accrual of interest is discontinued. When a loan is placed on non-accrual status, all previously accrued and unpaid interest
is charged against interest income and the loan is accounted for either on a cash-basis method or on the cost-recovery method. Loans designated as non-accruing

are returned to accrual status when the Corporation

expects repayment of the remaining contractual principal and interest. The determination as to the ultimate collectability of the loan’s balance may involve management’s

judgment in the evaluation ofthe borrower’s financial condition and prospects for repayment.

Refer to the MD&A section titled Credit Risk, particularly the Non-performing assets sub-section, for a detailed description of the

Corporation’s non-accruing and charge-off policies by major loancategories.

One of the most critical and complex accounting estimates is associated with the determination of the allowance for credit losses

(“ACL"). The Corporation establishes an ACL for its loan portfolio based on its estimate of credit losses over the remaining contractual term of the loans, adjusted

for expected prepayments, in accordance with Accounting Standards Codification (“ASC”)

Topic 326. An ACL is recognized for all loans including originated and purchased loans, since inception, with a corresponding charge to the provision for credit

losses, except for purchased credit deteriorated (“PCD") loans as explained below. The

Corporation follows a methodology to establish the ACL which includes a reasonable and supportable forecast period for estimating credit losses, considering quantitative
and qualitative factors as well as the economic outlook. As part of this methodology,

management evaluates various macroeconomic scenarios provided by third parties. At December 31, 2022, 2023, management applied probability weights to the

outcome of the selected scenarios.

The Corporation has designated as collateral dependent loans secured by collateral when foreclosure is probable or when foreclosure is not probable but the

practical expedient is used. The practical expedient is used when repayment is expected to be provided substantially by the sale or operation of the collateral and the

borrower is experiencing financial difficulty. The ACL of collateral dependent loans is measured based on the fair value of the collateral less costs to sell. The fair value

of the collateral is
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based on appraisals, which may be adjusted due to their age, and the type, location, and condition of the property or area or general market conditions to reflect the
expected change in value between the effective date of the appraisal and the measurement date. In

addition, refer to the Credit Risk section of this MD&A for detailed information on the Corporation’s collateral value estimation for other real estate.
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A restructuring constitutes a TDR when the Corporation separately concludes that the restructuring constitutes a concession and the debtor is experiencing financial
difficulties. For information on the Corporation’s TDR policy, refer to Note 2 to the Consolidated

Financial Statements. The established framework captures the impact of concessions through discounting modified contractual cash flows, both principal and interest, at
the loan’s original effective rate. The impact of these concessions is combined with the expected credit losses generated by the quantitative loss models in order to
arrive at the ACL.

Loans Acquired with Deteriorated Credit Quality

PCD loans are defined as those with evidence of a more-than-insignificantdeterioration in credit quality since origination. PCD loans are initially recorded at its purchase
price plus an estimated ACL. Upon the acquisition of a PCD loan, the Corporation recognizes the estimate of the expected credit losses over the remaining
contractual term of each individual loan as an ACL with a corresponding addition to the loan purchase price. The amount of the purchased premium or discount
which is not related to credit risk is amortized over the life of the loan through net interest income using the effective interest method or a method that
approximates the effective interest method. Changes in expected credit losses are recorded as an increase or decrease to the ACL

with a corresponding charge (reverse) to the provision for credit losses in the Consolidated Statements of Operations. These loans follow the same nonaccrual policies as
non-PCD loans. Modifications of PCD loans that meet the definition of a TDR are accounted and reported as such following the same processes as non-PCD loans.
Income Taxes

Income taxes are accounted for using the asset and liability method. Under this method, deferred tax assets and liabilities are recognized based on the future tax
consequences attributable to temporary differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
basis, and attributable to operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply in
the years in which the temporary differences are expected to be recovered or paid. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in
earnings in the period when the changes are enacted.

The calculation of periodic income taxes is complex and requires the use of estimates and judgments. The Corporation has recorded two accruals for income
taxes: (i) the net estimated amount currently due or to be received from taxing jurisdictions,

including any reserve for potential examination issues, and (ii) a deferred income tax that represents the estimated impact of temporary differences between how the
Corporation recognizes assets and liabilities under accounting principles generally accepted differences betweenithow the United Corporation States recognizes

(GAAP), assets and liabilities under GAAP, and how such assets and

liabilities are recognized under the tax code. Differences in the actual outcome of these future tax consequences could
impact the
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Corporation’s financial position or its results of operations. In estimating taxes, management assesses the relative relative merits and risks of risks of the appropriate tax
treatment of transactions taking transactions taking into consideration statutory, judicial and regulatory guidance.

A deferred tax asset should be reduced by a valuation allowance if based on the weight of all available evidence, it is more likely than not (a likelihood of more than
50%) that some portion or the entire deferred tax asset will not be realized. The valuation allowance should be sufficient to reduce the deferred tax asset to the
amount that is more likely than not to be realized. The

determination of whether a deferred tax asset is realizable is based on weighting all available evidence, including both positive and negative evidence. The realization of
deferred tax assets, including carryforwards and deductible temporary differences, depends upon the existence of sufficient taxable income of the same character during
the carryback or carryforward period. The realization of deferred tax assets requires the consideration of all sources of taxable income available to realize the deferred tax
asset, including the future reversal of existing temporary differences, future taxable income exclusive of reversing temporary differences and carryforwards,
taxable income in carryback years and tax-planning strategies.

Management evaluates the realization of the deferred tax asset by taxing jurisdiction. jurisdiction. The U.S. mainland mainland operations are evaluated as a whole
since a consolidated income tax return is filed; on the other hand, the deferred tax asset related to the Puerto Rico

operations is evaluated on an entity by entity basis, since no consolidation is allowed in the income tax filing. Accordingly, this evaluation is composed of three
major components: U.S. mainland operations, Puerto Rico banking operations and Holding

Company.

60
For the evaluation of the realization of the deferred tax asset by taxing jurisdiction, refer to Note 35 to the Consolidated Financial
Statements.
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Under the Puerto Rico Internal Revenue Code, the Corporation and its subsidiaries are treated as separate taxable entities and are not entitled to file consolidated tax

returns. The Code provides a dividends-received deduction of 100% on dividends received from

“controlled” subsidiaries subject to taxation in Puerto Rico and 85% on dividends received from other taxable domestic corporations.

Changes in the Corporation’s estimates can occur due to changes in tax rates, new business strategies, newly enacted guidance,

and resolution of issues with taxing authorities regarding previously taken tax positions. Such changes could affect the amount of accrued taxes. The Corporation has

made tax payments in accordance with estimated tax payments rules. Any remaining payment will not have any significant impact on liquidity and capital resources.

The valuation of deferred tax assets requires judgment in assessing the likely future tax consequences of events that have been recognized in the financial

statements or tax returns and future profitability. The accounting for deferred tax consequences represents management's best estimate of those future events.

Changes in management’s current estimates, due to unanticipated events, could have a material impact on the Corporation’s financial condition and results of operations.

The Corporation establishes tax liabilities or reduces tax assets for uncertain tax positions when, despite its assessment that the tax return positions are appropriate and

supportable under local tax law, the Corporation believes it may not succeed in realizing the tax benefit of certain positions if challenged. In evaluating a tax position, the

Corporation determines whether it is more likely than not that the position will be sustained upon examination, including resolution of any related appeals or litigation

processes, based on the technical merits of the position. The Corporation's estimate of the ultimate tax liability contains assumptions based on past experiences,

and judgments about potential actions by taxing jurisdictions as well as judgments about the likely outcome of issues that have been raised by taxing jurisdictions. The tax
position is measured as the largest amount of benefit that that is greater than 50%

likely of being realized upon ultimate settlement. The Corporation evaluates these uncertain tax positions each quarter and adjusts the related tax liabilities or assets in

light of changing facts and circumstances, such as the progress of a tax audit or the expiration of a statute of limitations. The Corporation believes the estimates and

assumptions used to support its evaluation of uncertain tax positions are reasonable.

The amount of unrecognized tax benefits may increase or decrease in the future for various reasons including adding amounts for current tax year positions, expiration

of open income tax returns due to the statutes of limitation, changes in management'’s judgment about the level of uncertainty, status of examinations, litigation and

legislative activity and the addition or elimination of uncertain tax positions. Although the outcome of tax audits is uncertain, the Corporation believes that adequate

amounts of tax,

interest and penalties have been provided for any adjustments that are expected to result from open years. From time to time, the

Corporation is audited by various federal, state and local authorities regarding income tax matters. Although management believes its approach in determining the

appropriate tax treatment is supportable and in accordance with the accounting standards, it is possible that the final tax authority will take a tax position that is different

than the tax position reflected in the Corporation’s income tax provision and other tax reserves. As each audit is conducted, adjustments, if any, are appropriately recorded

in the consolidated financial statement in the period determined. Such differences could have an adverse effect on the Corporation’s income tax provision or benefit,

or other tax reserves, in the reporting period in which such determination is made and, consequently, on the

Corporation’s results of operations, financial position and/ or cash flows for such period.

Goodwill and Other Intangible Assets
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The Corporation’s goodwill and other identifiable intangible assets having an indefinite useful life are tested for impairment.

Intangibles with indefinite lives are evaluated for impairment at least annually, and on a more frequent basis, if events or circumstances indicate impairment
could have taken place. Such events could include, among others, a significant adverse change in the business climate, an adverse action by a regulator, an unanticipated
change in the competitive environment and a decision to change the operations or dispose of a reporting unit. Other identifiable intangible assets with a finite useful
life are evaluated periodically for impairment when events or changes in circumstances indicate that the carrying amount may not be recoverable.

Goodwill impairment is recognized when the carrying amount of any of the reporting units exceeds its fair value up to the amount of the goodwill. The Corporation
estimates the fair value of each reporting unit, consistent with the requirements of the fair value measurements accounting standard, generally using a combination

of methods, including market price multiples of comparable companies and transactions, as well as discounted cash flow analyses. Subsequent reversal of goodwill
impairment losses is not
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permitted under applicable accounting standards. For a detailed description of the annual goodwill impairment evaluation performed by the Corporation during the third
quarter of 2022, 2023, refer to Note 15 to the Consolidated Financial Statements.
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Pension and Postretirement Benefit Obligations

The Corporation provides pension and restoration benefit plans for certain employees of various subsidiaries. The Corporation also provides certain health care benefits for
retired employees of BPPR. The non-contributory defined pension and benefit restoration plans (“the Pension Plans”) are frozen with regards to all future benefit accruals.

The estimated benefit costs and obligations of the Pension Plans and Postretirement Health Care Benefit Plan (“OPEB Plan”) are impacted by the use of subjective
assumptions, which can materially affect recorded amounts, including expected returns on plan assets, discount rates, termination rates, retirement rates and health
care trend rates. Management applies judgment in the determination of these factors, which normally undergo evaluation against current industry practice and the
actual experience of the

Corporation. The Corporation uses an independent actuarial firm for assistance in the determination of the Pension Plans and

OPEB Plan costs and obligations. Detailed information on the Plans and related valuation assumptions are included in Note 30 to the Consolidated Financial Statements.
The Corporation periodically reviews its assumption for the long-term expected return on Pension Plans assets. The Pension Plans’

assets fair value at December 31, 20222023 was $619.9 652.4 million. The expected return on plan assets is determined by considering various factors, including a
total fund return estimate based on a weighted-average of estimated returns for each asset class in each plan. Asset class returns are estimated using current and
projected economic and market factors such as real rates of return,

inflation, credit spreads, equity risk premiums and excess return expectations.

As part of the review, the Corporation’s independent consulting actuaries performed an analysis of expected returns based on each plan’s expected asset allocation for the
year 2023 2024 using the Willis Towers Watson US Expected Return Estimator. This analysis is reviewed by the Corporation and used as a tool to develop expected
rates of return, together with other data. This forecast reflects the actuarial firm’s view of expected long-term rates of return for each significant asset class or economic
indicator as of January 1,

2023; 2024; for example, 8.5% for large cap stocks, 8.8% for small cap stocks, 9.0% for international stocks, 6.1% 6.0% for long corporate bonds and 4.9% 5.0% for
long Treasury bonds. A range of expected investment returns is developed, and this range relies both on forecasts and on broad-market historical benchmarks for
expected returns, correlations, and volatilities for each asset class.

As a consequence of recent reviews, the Corporation increased updated its expected return on plan assets for year 2024 2023 to 5.6% and 6.6% for the Pension Plans.
Expected rates of return of 5.9% and 6.5% had been used for 2023 and 4.3% and 5.4% had been used for 2022

for the Pension Plans. Expected rates Since of return of the expected 4.3% and 5.4% return assumption had been used is for 2022 and on a 4.6% and 5.5% long-term
basis, had been useditis for
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2021 for the Pension Plans. Since the expected return assumption is on a long-term basis, it is not materially impacted by the yearly fluctuations (either positive or
negative) in the actual return on assets. The expected return can be materially impacted by a change in the plan’s asset allocation.

Net Periodic Benefit Cost (“pension expense”) for the Pension Plans amounted to $18.6 million in a net benefit of $0.5 million in 2022. 2023. The total pension expense
included a benefit of $35.4 million$34.4 million for the expected return on assets.

Pension expense is sensitive to changes in the expected return on assets. For example, decreasing the expected rate of return for

2022 2024 from 5.9%5.6% to 5.65% 5.35% would increase the projected 2023 2024 pension expense for the Banco Popular de Puerto Rico Retirement

Plan, the Corporation’s largest plan, by approximately $1.4 1.5 million.

If the projected benefit obligation exceeds the fair value of plan assets, the Corporation shall recognize a liability equal to the unfunded projected benefit obligation
and vice versa, if the fair value of plan assets exceeds the projected benefit obligation, the

Corporation recognizes an asset equal to the overfunded projected benefit obligation. This asset or liability may resultin a taxable or deductible temporary difference and its
tax effect shall be recognized as an income tax expense or benefit which shall shall be allocated to various components of the financial statements, including other
comprehensive income. income (loss). The determination of the fair value of of pension plan obligations involves judgment, and any changes in those estimates could
impact the fair value of pension plan obligations involves judgment, and any changes in those estimates could impact the Corporation’s Consolidated

Statements of Financial Condition. Management believes that the fair value estimates of the Pension Plans assets are reasonable given the valuation methodologies

used to measure the investments at fair value as described in Note 28 to the Consolidated

Financial Statements. Also, the compositions of the plan assets are primarily in equity and debt securities, which have readily determinable quoted market prices.

The Corporation had recorded a pension liability asset of $8.3 $16.6 million at December 31, 2022 December 31, 2023.
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The Corporation uses the spot rate yield curve from the Willis Towers Watson RATE: Link (10/90) Model to discount the expected projected cash flows of the plans.
The equivalent single weighted average discount rate ranged from 5.34% 5.02% to 5.37% 5.05% for the

Pension Plans and 5.42% 5.10% for the OPEB Plan to determinethe benefit obligations at December 31, 2022 December 31, 2023.
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A 50 basis point decrease to each of the rates in the December 31, 2022 2023 Willis Towers Watson RATE: Link (10/90) Model would increase the projected 2023 2024
expense for the Banco Popular de Puerto Rico Retirement Plan by approximately $1.8 million. 2.2 million. The

change would not affect the minimum required contribution to the Pension Plans.

The OPEB Plan was unfunded (no assets were held by the plan) at December 31, 2022 December 31, 2023. The Corporation had recorded a liability for the underfunded

postretirement benefit obligation of $118.3 117.0 million at December 31, 2022 December 31, 2023.
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66
STATEMENT OF OPERATIONS ANALYSIS
Net Interest Income

Net interest income is the interest earned from loans, debt securities and money market investments, including loan fees, minus the interest cost of deposits and borrowed
money. Various risk factors affect net interest income including the economic environment in which we operate, market related events, the mix and size of the earning
assets and related funding, changes in volumes, repricing characteristics, loan fees collected, moratoriums granted on loan payments and delay charges and interest
collected on nonaccrual loans, as well as strategic decisions made by the Corporation’s management.

Net interest income for the year ended December 31, 2022 December 31, 2023 was $2.2 billion $2.1 billion or $209.8 million higher $35.8 million lower than in 2021.
2022. Net interest income,

income, on a taxable equivalent basis, for for the year ended December 31, 2022 was $2.4 billion December 31, 2023 was $2.3 billion compared to $2.2 billion $2.4 billion
in 2021. 2022, a decrease of $154.4 million.

The average key index rates for the years 2022 2023 and 2021 2022 were as follows:

2022 2023

20212022

PIMIE T .. et et ettt et e e e e e e e e et

4.86% 8.19%

3.25% 4.86%

FEO FUNAS FALE... ...t e e e et e et e e et e e ee s

1.865.20

0.251.86

3-MONth TrEASUIY Bill... ... ittt et e e e et et e e e et e e e e e eaan

2.013.59

0.032.01

J0-YEAI TIRASUIY ... ..utu e eee et et et et e e e e et e e e et et et e e e e e ae e eee e eeeat e

2.953.45

1.442.95

FNMA B0-Y AT ..t ettt et e e e et e et ettt e e et e e

4.264.94

1.844.26

Average outstanding securities balances are based upon amortized cost excluding any unrealized gains or losses on securities.

Non-accrual loans have been included in the respective average loans and leases categories. Loan fees collected, and costs incurred in the origination of loans
are deferred and amortized over the term of the loan as an adjustment to interest yield.
2021. The equivalent higher basis, net interest margin was 3.31% in 2023, compared to 3.46% in 2022, a decrease of 15 basis points. The main drivers for the
yeardecrease in is driven by $1.6 billion higher average volume of earning assets and higher interest rates as the Federal Reserve increased the Federal Funds Rate
by 425 basis points during 2022. On a taxable equivalent basis, net interest margin was 3.46% in 2022, compared to 3.19% in 2021, an increase of 27 basis points. The
main drivers for the increase in net interest income on a taxable equivalentbasis were:

Positive Negative variances:

L]

Higher Lower interest income from money market investments by $96.9 million due to higher interest rates by 111 basis points,

partially offset by lower volume by $6.5 billion, as part of the liquidity was deployed to purchase investment securities and fund loan growth;

L]

Higher interest income from investment securities by $156.1 48.5 million due to a higher volume by $6.8 million;

L]

Higher interest income from loans by $130.1 million due to:

L]

Increase in commercial loan Interest income by $71.4 million driven by a higher average volume of loans by
$1.1 billion and higher yield by 7 basis points as the origination of loans occurs in a higher interest rate scenario and the positive impact on the repricing of
adjustable-rate loans, partially offset byto lower amortized fees resulting from the forgiveness of PPP loans volume by $55.7 million 1.8 billion and lower discount
amortization on commercial loans by $16.3 million mainly from cancellation of PCD loans;
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L]

Higher interest income from consumer loans by $44.8 million resulting from a higher volume by $280 million and higher yield by 49 basis points, driven by the increase in
personal loans year over year and increase in credit cards volume.

Partially offset by: three basis points;

(]

Higher interest expense on deposits by $141.2 797.2 million due to the an increase in interest cost by 170 29 basis points resulting mainly from a the higher cost of the

fully indexed Puerto Puerto Rico government deposits and the the increase in cost of Popular U.S.

deposits. U.S. deposits.

Under the terms of BPPR'’s deposit deposit pricing agreement agreement with the Puerto Rico public sector, public funds rates are are market market linked with a lag

minus a specified spread. This with source of funding still results in an attractive spread under market rates.

Partially offset by:
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L]
Higher interest income from money market investments by $248.5 million due to higher interest rates by 396 basis points,
driven by the higher interest rate environment, as explained above, partially offset by lower volume by $2.5 billion, due to lower volume of deposits and loan growth
funding;
L]
Higher interest income from loans by $462.5 million due to:
L]
Increase in commercial loan Interest income by $284.1 million, or 109 basis points as the origination of loans occurs in a lag minus higher a specified spread. As such, if
short-term interest rates continue rate to scenario and the positive impact on the repricing of adjustable-rate loans,
partially offset by lower amortized fees resulting from the forgiveness of PPP loans by $16.6 million and lower discount amortization on commercial loans by $5.4 million
mainly from cancellation of PCD loans,
(]
Higher interest income from construction loans by $23.4 million, mainly at Popular Bank, driven by higher yield by 257 basis points and a higher average volume of loans
by $38 million,
L]
Higher interest income from auto and lease financing portfolios by $40.2 million driven by higher volume by
$175 million in the leasing portfolio and higher yields by 37 basis points in auto loans, the later increase in yield was negatively impacted by lower amortization of the fair
value discount of the auto loan portfolios acquired in previous years,
(]
Higher interest income from mortgage loans by $23.9 million driven by higher yield by 21 basis points and a higher average volume by $160 million,
L]

Higher interest income from consumer loans by $91.0 million resulting from a higher volume by $372 million and higher yield by 153 basis points, driven by the increase,
we mainly would expect the costs in P.R. of public fundsin personal to continue to loans year increase. This source over year

of funding still resultsand an increase in an attractive spread under market rates. credit cards volume.
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Provision for Credit Losses - Loans Held-in-Portfolioand Unfunded Commitments

For the year ended December 31, 2023, 2022, the Corporation Corporation recorded an expense of $84.2 $209.7 million million for its its allowance for credit losses
(“ACL") related to loans held-in-portfolio and unfunded commitments, compared with a reserve release an expense of $191.3 million for the year ended December 31,
2021. The provision expense related to the loans-held-in-portfolio for the year 2022 was $83.3 million,

compared to a reserve release of $183.3 million for the year 2021. The reserve increase is mostly driven by changes in the economic scenario, higher loan
volumes and changes in credit quality. The updated economic scenarios used to estimate the ACL

on December 31, 2022 considered an expected slowdown in the economy as a result of tight monetary policy, weaker job growth and persistent inflation. The reserve
release recorded in 2021 was driven by the release of Covid-related reserves recorded in 2020.

The provision for unfunded commitments $84.2 million for the year 2022 ended

December 31, 2022. The provision expense reflected related to the loans-held-in-portfolio for the year 2023 was $201.5 million, compared to an expense of $0.9

million, $83.3 million for the year 2022. The increase in provision expense was driven by higher reserves in our consumer and commercial portfolios mostly due to
changes in credit quality and higher loan volumes. The provision for unfunded commitments for the year 2023 reflected an expense of $8.2 million, compared to aan
expense of $0.9 million for reserve release of

$8.0 million for the same period of 2021. 2022.

The provision expense related to loans held-in-portfolio for the BPPR segment was $69.5 million for the year ended December 31,

2022, compared to a reserve release of $129.0 million for the year ended December 31, 2021, an unfavorable variance of $198.6

million. The provision expense related to loans held-in-portfolio for the BPPR segment was $194.8 million for the year ended December 31,

2023, compared to an expense of $69.5 million for the year ended December 31, 2022, an unfavorable variance of $125.3 million.

The provision expense related to loans held-in-portfolio for the Popular U.S. segment was $6.7 million for the year 2023, a favorable variance of $7.1 million, compared to
an expense of $13.8 million for the year 2022, an 2022. As part of the Corporation’s model governance unfavorable variance of $68.1 million, compared to procedures, a
reserve release of $54.3 million new model was implemented for the U.S commercial real estate segment. The new model enhances techniques used to capture default
activity within the year 2021. Corporation’s geographical footprint. As part of the implementation analysis, management evaluated the credit metrics of the portfolio
such as risk ratings, delinquency levels, and low exposure to the commercial office sector. Qualitative reserves continue to be maintained to address risks within the U.
S. commercial real estate segment. The new model, including qualitative reserve, resulted in a $7.3 million reduction of PB's ACL.

At December 31, 2022, 2023, the total allowance for credit losses for loans held-in-portfolio amounted to $720.3 729.3 million, compared to

$695.4 720.3 million as of December 31, 2021.2022. The ratio of the allowance for credit losses to loans held-in-portfolio was 2.25% 2.08% at

December 31, 2022, 2023, compared to 2.38% 2.25% at December 31, 2021.2022. Refer to Note 9 to the Consolidated Financial Statements, for additional information
on the Corporation’s methodology to estimate its ACL. As discussed therein, within the process to estimate its

ACL, the Corporation applies probability weights to the outcomes of simulations using Moody’s Analytics’ Baseline, S3 (pessimistic)

and S1 (optimistic) scenarios. The baseline scenario is assigned the highest probability, followed by the pessimistic scenario. In

addition, refer to the Credit Risk section of this MD&A for a detailed analysis of net charge-offs, non-performing assets, the allowance for credit losses and selected
loan losses statistics.

Provision for Credit Losses - Investment Securities

The Corporation’s provision for credit losses related to its investment securities held-to-maturity is related to the portfolio of obligations from the Government of
Puerto Rico, states and political subdivisions. For the year ended December 31, 2022, 2023, the

Corporation recorded a reserve release of $1.2 1.1 million, compared to a reserve release of $2.2 million $1.2 million for the year ended December

31, 2021. 2022. At December 31, 2022, 2023, the total allowance for credit losses for this portfolio amounted to $6.9 $5.8 million, compared to $8.16.9

million as of December 31, 2021 December 31, 2022. Refer to Note 7 to the Consolidated Financial Statements for additional information on the ACL for this portfolio.
Non-Interest Income

For the year year ended December December 31, 2023, 31, 2022, non-interest income increased decreased by $254.9 246.3 million, when compared compared with the
previous previous year.

The results for the year 2022 included a $257.7 million gain related to the Evertec Transactions and related accounting adjustments.

Other factors Factors that contributed to the variance in non-interestincome were:

(]

higher lower other service fees operating income by $22.8 million, principally at $270.3 million mainly due to a $257.7 million gain recognized during the BPPR
segment, year 2022 due to higher credit card fees by $18.9 million mainly in interchange income resulting from higher customer purchase activity and higher fees from the
merchant network business by $6.7 million due to the revenue sharing agreement entered into in connection with the Evertec Transactions; Transactions and related
accounting adjustments;

L]

a favorable adjustmentlower income from mortgage banking activities by $21.0 million due to the unfavorable variances of $11.8 million and $3.5
million $9.2in the million fair value adjustments for mortgage servicing rights and mortgage servicing fees, respectively, driven by serviced loan portfolio runoff due
to the Corporation's determination in the fairthird value quarter of the contingent consideration related 2022 to purchase retain price certain
adjustments guaranteed loans as held for investment, for and lower gains from closed derivative positions the by $6.0 million; acquisition of the K2 Capital Group LLC
business in 2021 ("K2 Acquisition”), as the Corporation
updated its estimates related to the ability to realize the earnings targets for the contingent payment; and
L]

a gain of $8.2 million from the sale of an lower investment which had been previously written off; service charges on deposit accounts by $9.7 million due to lower
overdraft related charges, in part due to the partially offset by: Corporation’s determination to eliminate insufficient funds fees and modifying overdraft fees effective in the
third quarter of
2022;
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partially offset by:
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lower higher other service charges on deposit accounts fees by $5.5 million, mainly $40.4 million, principally at BPPR, due to lower overdraft related charges, in
part
due to the Corporation’s determination of BPPR eliminating insufficient funds segment, due to higher credit card fees and modifying overdraft fees effective by on
the $16.0
third quarter of 2022 and lower cash management service charges from commercial clients million, mainly due to higher earnings credits on transactional accounts driven by
the current interest customer purchase activity, rate environment; higher other fees by $11.1 million, mainly due to higher fees from
L]
the merchant network business by lower $8.3 million due to income the revenue sharing agreement entered from into in connection with the
Evertec mortgage Transactions, banking higher activities debit card fees by 7.7 $4.1 million, mainly due to lower higher volume gains of from loan
securitization transactions, and valuation adjustments on loans held for sale by $21.9 million, impacted by the Corporation’s determination in the third higher quarter of
2022 to retain certain guaranteed loans as held for investment; partially offset insurance fees by a favorable variance of $10.4
million in the fair value adjustments for mortgage servicing rights driven by slower projected prepayments in the serviced portfolio $3.8 million; and higher gains from closed
derivative positions by $5.3 million;
(]
an unfavorable favorable variance of $7.5 million $10.8 million on the fair value adjustments to the portfolio of equity securities mainly related to deferred
deferred benefit plans, which have an offsetting effect recorded as lower as higher personnel costs; and
L]
the gain of $7.0 million recognized in the third quarter of 2021 by BPPR as a result of the sale and partial leaseback of two corporate office buildings. costs.
Operating Expenses
As discussed in the significant events section of this MD&A, to facilitate the transparency of the progress with the transformation initiative and to better portray the level
of technology related expenses categorized by the nature of the expense, effective in the fourth quarter of 2022, the Corporation has separated technology,
professional fees and transactional activities as standalone expense categories in the accompanying Consolidated Statements of Operations. There were no changes
to the total operating expenses presented. Prior periods amount in the financial statements and related disclosures have been reclassified to conform to the current
presentation.
Table 4 provides the detail of the reclassifications for each respective the year.
Table 4 - Operating Expen Expenses ses Reclassification
2021 Year ended December 31,
2020 2021
Financial statement line item
As reported
Adjustments
Adjusted
As reported
Adjustments
Adjusted
Equipment expenses
$
92,097
$
(59,178)
$
32,919
$
88,932
$
(56,418)
$
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32,514

Professional services fees

410,865

(284,144)

126,721

394,122

(261,708)

132 414
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Fourth Quarter Results

The Corporation recognized net income of $257.1 million $94.6 million for the quarter quarter ended December 31, 2022 December 31, 2023, compared with a net
income of

$206.1 257.1 million for the same quarter of 2021, 2022.

Net interest income for the fourth quarter of 2022 2023 amounted to $559.6 million $534.1 million, compared with $501.3 million $559.6 million for the fourth quarter of
2021, an increase 2022, a decrease of $58.3 million $25.4 million. The The increase decrease in net interest income was mainly due higher interest rates as the Federal
Reserve

increased the Federal Funds Rate by due to higher cost on deposits 425 basis points partially offset by an increase during 2022 and higher average balance of loans
resulting from the growth during 2022 at both BPPR and PB. The netin interest margin increased income from by 50 basis points to 3.28% loans, mainly due to an
increase growth at in market rates both BPPR and PB the and higher earning assets mix, that had arates, and higher income concentration on from
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money market investments due to higher average which balances and higher rates. The carry net interest margin decreased by 20 a basis points to 3.08% mainly due to
higher an increase in deposit costs, particularly on Puerto yield Rico public funds and time deposits than money market and investment securities. at PB. On a taxable
equivalent basis, the net interest margin for the fourth fourth quarter of 2022 2023 was 3.64% 3.26%, compared to

3.02% 3.64% for the fourth quarter of 2021. 2022.

The provision for credit losses was $78.7 million for the fourth quarter of 2023, compared to a provision expense of $49.5 million for credit losses was a $49.5 million for
the fourth quarter of 2022, compared to a reserve release benefit of $33.1

million for the fourth quarter of 2021. 2022. The increase in provision expenserecorded in the fourth quarter or 2022 expense reflectschanges in credit metrics,

portfolio growth as well as and changesin the macroeconomic outlook and considers an expected slowdown in the economy during

2023, as aresult of weaker job growth, monetary policy and the persistent inflation. The benefit recorded in the fourth quarter of

2021 was reflective of improvements in the credit metrics and the macroeconomic outlook as well as releases in qualitative reserves. quality.

Non-interest income amounted to $158.5 168.7 million for the quarter ended December 31, 2022, 2023, compared with $164.7 $158.5 million for the same quarter in
2021. The decrease 2022. The increase of $6.2 million $10.3 million was mainly due lower income from mortgage banking activities by $10.5 million due to an unfavorable
variance of $4.1 million in the fair value adjustments of mortgage servicing rights and lower gains from the sale and securitization of mortgage loans as the Corporation

made the determination to retain certain guaranteed loans as held for

investment. In addition, higher other service charges on deposit accounts were lower fees by $6.9 $7.7 million and higher service charges on deposit accounts by $3.0
million mainly due to lower overdraft related charges, in part due to the Corporation’s determination of eliminating insufficient funds fees and modifying overdraft fees
effective on the third quarter of 2022 and lower cash management service charges from commercial clients due to higher earnings credits on transactional
accounts. non-balance compensation.

Operating expenses totaled $461.7 $531.1 million for the quarter ended December 31, 2022, 2023, compared with $417.4 461.7 million for the same quarter in the
previous year. The increase of $44.3 $69.4 million is mainly related to the $71.4 million FDIC Special Assessment

recognized during the fourth quarter of 2023; partially offset by lower professional fees by $10.1 million mainly related to higher various corporate projects, including the
transformation initiative, personnel costs for which certain areas are currently being managedby $29.7 internal personnel.

For million, due to a higher headcount and market and annual salary revisions as well as higher incentives and commissions; higher professional services expense
by $16.6 million due to various corporate projects, including the transformation initiative; quarter higher technology ended and software expenses by $7.3 million due to
various ongoing technology projects and software amortization, including from the assets acquired from Evertec; partially offset by higher benefit from OREO related
activity by $5.3 million due to gains on sale of foreclosed properties; lower operational losses by $7.8 million and lower amortization of intangibles by $5.3 million due to an
impairment write-

down of $5.4 million of a trademark during 2021.

For the quarter ended December 31, 2022, 2023, the Corporation recorded an income tax benefit of $1.5 million, compared with an income tax benefit of $50.3
million for the same quarter of 2022. The unfavorable variance of $48.9 million in income tax benefit,

when compared with income to the

tax expense fourth quarter of $75.6 million for 2022, was mostly attributed to the same quarter reversal of 2021. The favorable variance in income tax expense was mainly
attributable to a partial reversal portion of the deferred tax assetassets valuation

allowance of during the U.S. operation during the fourth quarter of 2022, for which we reported an income tax benefit of $68.2 million. During 2022 the fourth quarter of
2023, we reported of $68.2

million and a lower income before tax, higher benefit from mainly due to the FDIC tax-exempt Special Assessment, which resulted in a lower income including true-up tax
expense by adjustment of $9.5 million approximately $42.6 million. in relation to the We also fiscal year recorded lower exempt 2021 tax income and other returns for lower
tax benefits, both increasing the P.R.

income tax expense by $15.5 million and 7.2 million, subsidiaries filedrin thetfourth quarter and related year-to-date adjustments for the same concept.

REPORTABLE SEGMENT RESULTS

The Corporation’s reportable segments for managerial reporting purposes consist of Banco Popular de Puerto Rico and Popular

U.S. A Corporate group has been defined to support the reportable segments.

For a description of the Corporation’s reportable segments, including additional financial information and the underlying management accounting process, refer
to Note 37 to the Consolidated Financial Statements.
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The Corporate group reported a net income of $150.1 $13.3 million for the year ended December 31, 2022 December 31, 2023, compared with compared with a net income
of

$13.4150.1 million for the previous year. The increase decrease in net income was mainly attributed to the $128.8 million in after-tax gains recognized by the
Corporation as a result of the Evertec Stock Sale, as defined in Note 4 to the Consolidated Financial Statements,

and related accounting adjustments; lower interest expense by

$10.4 million from adjustments during the redemption in the fourth quarter of 2021 of $186.7 million in Trust Preferred Securities issued by Popular

Capital Trust I; and higher earnings from equity method investments. year ended September 30,2022.

Highlights on the earnings results for the reportable segments are discussed below:

Banco Popular de Puerto Rico

The Banco Popular de Puerto Rico reportable segment’s netincome amounted to $782.0 $472.0 million for the year ended December 31,

2022, 2023, compared with $787.5 million $782.0 million for the year ended December 31, 2021 December 31, 2022. The principal factors that contributed to the variance in
the financial results included the following:

(]

Higher Lower net interestincome by $11.9 million due to higher interest expense on deposits by $616.0 million mainly due to higher costs on the market-indexed
Puerto Rico government deposits, and the higher interest rate environment's impact on the cost of NOW accounts, time deposits and savings deposits; partially offset by
higher interest income from money market and investment securities by $148.9 287.5 million mainly due to higher income from money market and investment
securities by
$218.3 million mainly due to higher yields driven by the increase in rates by the the
Federal Reserve and higher average balancesbafadc®s Treasury securities; and higher interest income from loans by by
$54.7 317.4 million, mainly due to higher average balances mainly in commercial and consumer loans and higher average yields across
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REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 111/225

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies. <


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

commercial loans; partially offset by
higher interest expense on deposits by $123.7 74

million mainly due to higher costs onall the market- indexed Puerto Rico government deposits, NOW accounts and time portfolios deposits. . The BPPR segment’s net
interest margin was 3.05% 3.20% for 2022 2023 compared with 2.86% 3.06% for the same period in
2021.in 2022.
L]

A provision for loan losses expenses of $70.3 million $194.3 million in 2023, compared to $70.3 million for the year ended 2022, compared to a reserve release
of $136.4 million for the year ended 2021, or an unfavorable variance of $124.0 million, variance of $206.7 million. The provision for due in part to loan losses for 2022
reflects an expected slowdown in the economy in 2023. During 2021, BPPR recorded a reserve for credit losses release of $136.4 million due to improved credit metrics and
Covid-related macroeconomic outlook and changes in qualitative reserves; growth;
L]

Higher Lower non-interest income by $115.0 million $93.6 million mainly due to:

Higher Lower other operating income by $112.0 million $109.3 million mostly due to the benefit gain recorded as result of the Evertec
Transactions and related to the Evertec Business Acquisition
Transaction, accounting adjustments on 2022,

L]

Higher Lower mortgage banking activities by $20.4 million, unfavorable variances in the fair value other adjustments for mortgage serving service rights and mortgage
servicing fees, driven by $21.3serviced millionloan portfolio runoff due to higher Corporation’s determination in the third merchant quarter of 2022 to acquiring retain
certain guaranteed loans fees as held for related investment, and lower gains from closed derivative positions;

L]

Lower service charges on deposit accounts by $8.8 million principally due to the revenue sharing agreement entered change in connection with the Evertec
Transactions and higher credit card fees as a result policy of higher eliminating interchange transaction volumes. insufficient fund fees and modifying overdraft fees
implemented in the third quarter of 2022.

L]
Higher operating expenses by $167.8 million $111.5 million, mainly due to:

Higher other expenses personnel costs by $75.5 $37.0 million mainly due to higher allocations from the a Corporate group by higher $56.0 million, headcount
mainly advisory and other professional services, and a $17.3 million expense related to Evertec Transactions;
L]
salaries Higher personnel costs by $71.8 million driven adjustments, by higher salaries including merit increases, market and benefits due to market minimum salary
adjustments and annual salary revisions and a higher headcount; higher incentive compensation, pension and higher health insurance costs; partially offset by a decrease in
profit sharing expenses in incentive and higher fringe benefits; compensation;
L]

Higher business promotions by $15.6 6.1 million mainly due to higher customer rewards expense related to higher transactional volumes volumes;

Higher FDIC deposit insurance expense by $68.8 million due to the FDIC Special Assessment recordedin 2023;

Higher processing and higher sponsorships and donations, transactional including hurricane related assistance; services by $10.8 million mainly due to higher credit and
debit card processing expense as a result of higher transactional volumes,
L]

Higher technology and professional software expenses fees by $5.7 17.8 million including $2.4 mainly million related due to the software intangible assets acquired as
part of the Evertec Transactions, and costs associated with several ongoing projects;
L]

Higher processing and transactional services by $5.8 million mainly due to higher credit and debit card processing expense as a result of higher transactional volumes,
reflecting an increase in customer purchase activity; partially offset by lower merchant processing due to higher incentives received during the year related to the ATH
Network
Participation Agreement entered into in connection with the Evertec Transactions;

initiatives focusedion regulatory,

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 112/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

compliance and cyber security efforts as well as the transformationinitiative.
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Partially offset by:

Higher OREO income Lower other operating expenses by $7.4 million $26.7 million mainly due to $17.3 million charge related to Evertec Transactions
on 2022 and lower mortgage related sundry losses by $5.6 million mainly due to a reserve release adjustment recorded in 2022 and lower charges allocated from the
Corporate segment group by $9.1 million mainly from lower personnel costs; partially offset by higher gain on sale of OREO of $5.9 pension plan cost by $19.2 million. million
due to charges in actuarial assumptions;
L]

Lower professional fees technology and software expenses by $3.8 million' $4.5 million mainly due in part to savings associated with the acquired services from Evertec
during 2022;
L]

Lower net recoveries from OREO by $7.4 million mainly due to lower consulting fees related to ongoing projects. lower gain on sale of mortgage and commercial
properties.
L]

Lower income tax expense by $105.130.9 million due to lower income before tax and higherthe income impact that of was the exemptcomposition or and subject to
preferential tax rates. sources of taxable income in each year.
Popular U.S.

75
For the year ended December 31, 2022, the 2023, the reportable segment of Popular U.S. reported netincome income of $170.3 $56.3 million, compared with a net
income of $134.1 million $170.3 million for the year ended December 31, 2021. 2022. The principal factors that contributed to the variance in the financial results included
the following:
L]

Higher Lower net interest income by $51.8 million $22.3 million mainly due to higher interest income from loans expense on deposits by $74.2 million $207.3 million
mainly due to to higher rates and higher average balances from balance of commercial time deposit primarily gathered through its direct online channel, partially offset
by higher interest income from loans by $138.1 million, mainly from growth in the commercial portfolio as well as

as higher yields due to increase increases in rates; rates, and higher interest income from money market and investment
securities by $2.9 million $47.4 million due to higher higher rates, partially offset by lower income from debt securities by
$1.6 millionyields and higher cost of deposits average balance. The by $22.9 million due Popular U.S. reportable
segment’s to higher interest rates. The Popular U.S.

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 114/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

reportable segment’s net interest margin was 3.68% was 2.98%
for 2022 2023 compared with 3.39% 3.68% for the same periodin 2021; 2022;
L]
An unfavorable variance of $69.3 million on the provision for loan losses and unfunded commitments, due to the reserve release of $56.9 2.1 million inon 2021, the
which provision for reflected loan improvements in credit metrics losses and Covid-related unfunded economic commitments, outlook, reflective
compared to a provision expense of $12.5 million the updated macroeconomics recorded in scenarios offset 2022 which by the reflected animplementation of expected
economic the new slowdown model for the U.S. commercial real estate loans, which resulted in a reserve release of $14.6
2023; million;
L]
Higher Lower non-interest income by $7.4 7.1 million mainly due due to the positive adjustment reversal on 2022 of $9.2 million on $9.2 million of the contingent liability
related to the K-2 Acquisition; acquisition of the commercial lease businessat Popular Equipment Finance;
L]
Higher operating expenses by $35.4 million $39.0 million mainly due to:

Higher personnel costs by $10.2 million $5.9 million due to salarysalary market and annual adjustments;
Higher occupancy expense by other $4.1 million due to expenses higher rental building and an increase in amortization mainly due to early termination of contracts;

Higher FDIC deposit insurance expense by $7.410.0 million due to higherthe FDIC Special Assessment recorded in
2023;
L]

Higher other expenses by $2.9 million due to higher charges allocated from the Corporate segment mainly by $1.6
million, mainly professional fees; and
L]

The goodwill impairment charge of $9.0 million recorded related at PEF. to our U.S. based leasing subsidiary of $23.0 million recorded in 2023,
due to lower forecast cash flows and increase in the rate to discount cash flows, compared to an impairment of
$9.0 million recorded in 2022, an unfavorable variance of $14.0 million.
L]

Lower Higher income tax expense by $81.7 43.4 million due mainly due to athe partial lower income before tax and reversal of the partial deferred tax reversal of
the deferred tax asset valuation allowance recorded duringthe fourth quarter of 2022 of $68.2 million.
STATEMENT OF FINANCIAL CONDITION ANALYSIS
Assets
The Corporation’s total assets were $67.6 billion $70.8 billion at December 31, 2022 December 31, 2023, compared to $75.1 billion $67.6 billion at December 31,
2021 December 31, 2022. Refer to the Corporation’s Consolidated Statements of Financial Condition at December 31, 2022 December 31, 2023 and 2021 2022 included in this
2022 Form 10-K. Also,
Also, refer to the Statistical Summary 2022-2021 2023-2022 in this MD&A for Condensed Statements of Financial Condition.
Money market investments and debt securities
Money market investments decreased increased by $11 .9 $1.4 billion at December 31, 2023, when compared to December 31, 2022, when compared to December 31,
2021.2022. This was impacted by the decrease increase in deposits of $5.8 2.4 billion, mainly in the due to higher Puerto Rico Public public sector deposits at BPPR and
the deployment time deposit of at liquidity to purchase debt securities. PB. Debt securities available-for-sale decreased by $7.21.1 billion, mainly due repayments and
maturities, while debt
securities held-to-maturity increased by $8.4 billion. As previously mentioned, during 2022 decreased by $329.9 million. Refer to Notes 6 and 7 to the Consolidated
Financial Statements for additional information with respect to the Corporation transferred U.S. Treasury securities with Corporation’s debt a fair value securities available-for-
sale and held-to-maturity.
Loans

73
of $6.5 billion (par value of $7.4 billion) from its available-for-sale portfolio to its held-to-maturity portfolio. Refer to Notes 6 and 7 to the Consolidated Financial Statements
for additional information with respect to the Corporation’s debt securities available-for-sale and held-to-maturity.
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Loans 76

Refer to Table 6 for a breakdown of the Corporation’s loan portfolio. Also, refer to Note 8 to the Consolidated Financial Statements

for detailed information about the Corporation’s loan portfoliocomposition and loan purchases and sales.

Loans held-in-portfolio increased by $2.8 3.0 billion to $32.135.1 billion at December 31, 2022, 2023, mainly due to growth in the commercial portfolio of $2.0 billion,
reflected at both BPPR and PB by approximately approximately $1.0 $1.1 billion and $0.9 billion, respectively, and consumer loans at each segment and consumer
loans at

BPPR. The commercial loans growth includes U.S. region loans participated between BPPR and PB. During the year ended

December 31, 2022, BPPR participated in loans originated by PB totaling $184 million. Consumer loans at BPPR increased by by

$532.4 445.0 million in the aggregate including credit credit cards, personal loans and auto loans. The increase in BPPR'’s consumer portfolio is aligned with the increase
in retail sales and consumer spending in Puerto

Rico Puerto Rico during 2022 and the purchase of national consumer loans through 2023. its U.S. branch. The auto loans portfolio at BPPR benefited from the
sustained level of auto sales activity on the island. In

addition, mortgage loans increased by $281.5 million from the sustained level previous year, of auto as the sales, which Corporation continued althoughto retain, in
portfolio,

lower than 2021, remained a higher than 2020. In addition, though FHA-guaranteed mortgage loans declined originations.

A portion of the Corporation’s $3.0 billion year over year loan growth in 2023 was driven by $29.7 million from the previous year, its non-owner occupied commercial real
this was estate impacted by and management'’s determination commercial multi-family portfolios, as detailed in Table 6. Due to retain certain guaranteed market
loans pressures from shifts to hybrid work environments since the pandemic, particularly in the portfolio, New which reduced York Metro area where the Corporation
operates, and the effect of the portfolio attrition. current higher interest rate environment, there has been increased focus about the risks of these categories of loans.

The Corporation’s allowance $5.1 billion non-owner occupied commercial real estate portfolio is comprised of $3.0 billion in Puerto Rico and

$2.1 billion in the U.S. and is well diversified across a number of tenants in different industries and segments with exposure to retail

(35% of non-owner occupied CRE), hotels (20%) and office space (12%) accounting for credittwo losses thirds for of the total exposure. The

approximate $639 million office space exposure represents only 1.8% of the total loan portfolio and is comprised mainly of mid-rise properties with diversified tenants with
average loan portfolio size of $2 million across both the U.S. and increased Puerto Rico.

Popular’s $2.4 billion commercial multi-family portfolio represents approximately 7% of total loans and is concentrated in New York

Metro ($1.4 billion), South Florida ($768 million) and Puerto Rico ($185 million). In the New York Metro region, the Corporation has no exposure to rent controlled
buildings. The majority of our multi-family loans, in that region, are collateralized by underlying buildings that count on a mix of units subject to rent stabilized (subject
to annual capped rent increases) and market-rate units. The

rent stabilized units represent less than 40% of the total units in the loan portfolio with the majority originated after 2019. The mix of units within a building is common
across the New York Metro region due to tax incentives awarded to developers based on rent stabilized units. In 2024, there are approximately $24.9 237 million
mainly in multi-family due to changes loans in our New York Metro portfolio expected to reprice.

Refer to Note 9 to the macroeconomic Consolidated Financial Statements for additional information on delinquency, asset quality and origination outlook, vintage
information of these loan segments.

The allowance for credit losses for the loan portfolio increased by $9.0 million, net of the impact of the adoption of ASU 2022-02 on

January 1, 2023 (Troubled Debt Restructuring by Creditors), mainly due to changes in credit quality metrics and portfolio growth.

Refer to the Credit Quality section of the MD&A for additional information on the

Allowance for credit losses for the loan portfolio.
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Table 6 - Loans Ending Balances
At December 31,
(In thousands)
20222023
20212022
Loans held-in-portfolio:
Commercial
Commercial multi-family
$
2,415,620
$
2,321,713
Commercial real estate non-owner occupied
5,087,421
4,499,670
Commercial real estate owner occupied
3,080,635
3,078,549
Commercial and industrial
7,126,121
5,839,200
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Financial Statements for a breakdown of the principal categories that comprise the caption of “Other

Assets” in the Consolidated

Statements of Financial Condition at December 31, 2022 December 31, 2023 and 2021. 2022.

Liabilities

The Corporation’s total liabilities were were $63.5 $65.6 billion at December 31, 2023, an increase of $2.1 billion at December 31, 2022, a decrease of $5.6 billion compared
to $69.163.5 billion at

December 31, 2021, 2022, mainly due to a decrease an increase in deposits as discussed below. Refer to the Corporation’s Consolidated Statements

of Financial Condition included in this Form 10-K.

Deposits and Borrowings

The composition of the Corporation’s financing to total assetsat December 31, 2022 December 31, 2023 and 2021 2022 is included in Table 7.

78
Table 7 - Financing to Total Assets
December 31,

December 31,

% increase (decrease)

% of total assets

(In millions)

2022

2021

from 2021 to 20222023

2022

2021 from 2022 to 2023

2023

2022

Non-interest bearing deposits
$

15,96015,420

$

15,684 15,960

1.8(3.4)

%

21.8

%
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23.6

%

20.9

%

Interest-bearing core deposits
43,571

41,600

47,954 4.7

12 2\R1 A
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federal assistance, and seasonal tax collections, collections, could increase public deposit balances at BPPR in at BPPR in the near term. However, the the rate at
which at which public deposit balances may decline is uncertain and difficult to predict. The amount and timing of any such reduction is likely The

amount and timing of any such reduction is likely to be impacted by, for example, the speed at which federal assistance is distributed, the financial condition,
liquidity and cash distributed, the financial condition, liquidity and cash management practices of the Puerto Rico Government and its instrumentalities

practices of the Puerto Rico Government and its instrumentalities and the implementation of fiscal and debt adjustmente
plans approved pursuant to PROMESA PROMESA or other actions mandated by the by the
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Fiscal Oversight and Management Board for Puerto

Puerto Rico (the “Oversight Board”).

Approximately 25% 28% of the Corporation’s deposits are public fund deposits from the Government of Puerto Rico, municipalities and government instrumentalities and
corporations (“public (“public funds”). These public funds deposits are indexed to short term short-term market rates and fluctuate in cost with changes in those rates with a
one-quarter lag, in accordance with contractual terms. As a result, these public funds deposits’ costs have generally lagged variable asset repricing. During 2022, the
deposit costs for public funds increased by 61% when compared to 2021. We expect these costs to continue to increase if short-term rates continue their recent trend. For
example, we expect an increase in costs on Generally, these public funds deposits by approximately 120 basis points in require that the first quarter bank of pledge high credit
2023 when compared quality securities as collateral; therefore, liquidity risks arising from public sector deposit outflows are lower. Refer to the last quarter Liquidity
section in 2022. this MD&A for additional information on the Corporation’s funding sources.

Refer to Table 8 for a breakdown of the Corporation’s deposits at December 31, 2022 December 31, 2023 and 2021. 2022.

Table 8 - Deposits Ending Balances

(In thousands)

20222023

2021 2022

Demand deposits

&

$

26,382,605 27,579,054

$

25,889,732 26,382,605

Savings, NOW and money market deposits (non-brokered)

27,265,156 26,817,844

33,674,134 27,265,156

Savings, NOW and money market deposits (brokered)

798,064 719,453

729,073 798,064

Time deposits (non-brokered)

6,442,886 7,546,138

6,685,938 6,442,886

Time deposits (brokered CDs)

338,516 955,754

26,211 338,516

Total deposits

$

61,227,227 63,618,243

$

67,005,088 61,227,227

[1] Includes interest and non-interest bearing demand deposits.

Borrowings

The Corporation’s borrowings amounted to $1.41.1 billion at December 31, 2022, 2023, compared to $1.21.4 billion at December 31, 2021.2022.

Refer to Note 17 to the Consolidated Financial Statements for detailed information on the Corporation’s borrowings. Also, refer to the Liquidity section in this MD&A for
additional information on the Corporation’s funding sources.
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Other liabilities

The Corporation’s other liabilities amounted to $1.0 billion $0.9 billion at December December 31, 2023, consistent with the 31, 2022, a decrease of $51.3 million when
compared to

December 31, 2021. 2022 balance.

Stockholders’ Equity

Stockholders’ equity totaled $4.15.1 billion at December 31, 2022, 2023, a decrease an increase of $1.9 1.1 billion when compared to December December 31,
2021.2022.

The decrease increase was principally due to higher lower accumulated unrealized gain/losses on debt securities available-for-sale by $472.5 million and net income for
the year ended December 31, 2023 of $541.3 million, partially offset by $2.2 billion and the impact of $631.0 million from the two accelerated share repurchase
transactions completed during 2022, declared dividends of $163.7 million and

$163.7 1.4 million on common stock and $1.4 million preferred in dividends on stock, preferred stock, partially respectively. offset by net income for the year ended

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 120/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

December 31, 2022 of $1.1 billion. Refer to the Consolidated Statements of Financial Condition, Condition,

Comprehensive Income and of of

Changes in Stockholders’ Equity for information on the composition of stockholders’ equity. Also,

refer to Note 22 to the

Consolidated Financial Statements for a detail of accumulated other comprehensive lossincome (income) (loss), an integral component of integral component of
stockholders’ equity.
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REGULATORY CAPITAL

The Corporation and its bank subsidiaries are subject to capital adequacy standards established by the Federal Reserve Board. The

risk-based capital standards applicable to Popular, Inc. and the Banks, BPPR and PB, are based on the final capital framework of

Basel Ill. The capital rules of Basel Il include a “Common Equity Tier 1" (“CET1") capital measure and specifies that Tier 1 capital consist of CET1 and “Additional Tier 1
Capital” instruments meeting specified requirements. Note 21 to the Consolidated Financial

Statements presents further information on the Corporation’s regulatory capital requirements, including the regulatory capital ratios of its depository institutions, BPPR and
PB.

An institution is considered “well-capitalized” if it maintains a total capital ratio of 10%, a Tier 1 capital ratio of 8%, a CET1 capital ratio of 6.5% and a leverage ratio of
5%. The Corporation’s ratios presented in Table

9 show that the Corporation was “well capitalized” for regulatory purposes, the highest classification, under Basel lll for years 20222023 and 2021.2022. BPPR and
PB were also well-capitalized for all years presented.

The Basel Ill Capital Rules also require an additional 2.5% “capital conservation buffer”, composed entirely of CET1, on top of these minimum risk-weighted asset ratios,
which excludes the leverage ratio. The capital conservation buffer is designed to absorb losses during periods of economic stress. Banking institutions with a ratio of CET1
to risk-weighted assets above the minimum but below the capital conservation buffer will face constraints on dividends, equity repurchases, and compensationbased on
the amount of the shortfall. Popular, BPPR and PB are required to maintain this additional capital conservation buffer of 2.5% of CET1, resulting in minimum ratios of (i)
CET1 to risk-weighted assets of at least 7%, (ii) Tier 1 capital to risk-weighted assets of at least 8.5%, and

(iii) Total capital to risk-weighted assets of at least 10.5%.
Table 9 presents the Corporation’s capital adequacy information for the years 2022 2023 and 2021. 2022.

Table 9 - Capital Adequacy Data
At December 31,

(Dollars in thousands)
20222023

20212022

Risk-based capital:

Common Equity Tier 1 capital
$

5,639,686 6,053,315

$

5,476,0315,639,686
Additional Tier 1 Capital
22,143

22,143

Tier 1 capital

$

5,661,8296,075,458

$

5,498,1745,661,829
Supplementary (Tier 2) capital
623,818 658,507

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 122/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

7781

difference deferred tax asset not deducted from capital. For investments in the capital of unconsolidated financial institutions, the risk weight would be based on the
exposure category of the investment.

The decrease in the CET1 capital ratio, Tier 1 capital ratio and, total capital ratio as of December 31, 2022, 2023, compared to December

31, 2021, 2022,

was mostly due to an increase in risk weighted assets driven by the growth in the commercial and consumer loan portfolios, partially offset by the annual earnings
net of the accelerated share repurchase agreements to repurchase an aggregate of

$400 million and $231 million of Popular’s common stock. earnings. The increase in the leverage capital ratio was mainly due to the increase in decrease in capital
average total assets, driven by the reduction in zero-risk weighted investments in money market FED accounts and zero or low-risk weighted debt securities, that therefore
did not have annual earnings, partially offset by a significant impact on the risk-weighted slight increase in average total assets.

Pursuant to the adoption of CECL on January 1, 2020, the Corporation elected to use the five-year transition period option as provided in the final interim regulatory
capital rules effective March 31,2020. The five-year transition period provision delays for two years the estimated impact of CECL on regulatory capital, followed by a
three-year transition period to phase out the aggregate amount of the capital benefits provided during the initial two-year delay. As of December 31, 2022, 2023, the
Corporation had phased-in

25% 50% of the cumulative CECL deferral with the remaining impact to be recognized over the remaining two years. In the first quarter of

2023, 2024, the Corporation will phase in a cumulative 50% 75% of the deferral.

On August 26, 2020, federal banking regulators issued a final rule to modify the Basel Il regulatory capital rules applicable to banking organizations to allow those
organizations participating in the Paycheck Protection Program (“PPP”) established under the

Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”) to neutralize the regulatory capital effects of participating in the program. Specifically, the
agencies have clarified that banking organizations, including the Corporation and its Bank

subsidiaries, are permitted to assign a zero percent risk weight to PPP loans for purposes of determining risk-weighted assets and risk-based capital ratios. Additionally,
in order to facilitate use of the Paycheck Protection Program Liquidity Facility (the “PPPL

Facility”), which provides Federal Reserve Bank loans to eligible financial institutions such as the Corporation’s Bank subsidiaries to fund PPP loans, the agencies further
clarified that, for purposes of determining leverage ratios, a banking organization is permitted to exclude from total average assets PPP loans that have been pledged as
collateral for a PPPL Facility. As of December 31, 2022, 2023,

the Corporation has $38 million $9 million in PPP loans and no no loans were pledged as collateral for PPPL Facilities.

Table 10 reconciles the Corporation’s total common stockholders’ equity to common equity Tier 1 capital.

Table 10 - Reconciliation Common Equity Tier 1 Capital
At December 31,
(In thousands)
20222023
20212022
Common stockholders’ equity
$
4,198,4095,209,561
$
6,116,756 4,198,409
AOCI related adjustments due to opt-out election
2,468,1931,831,003
257,7622,468,193
Gooduwill, net of associated deferred tax liability (DTL)
(691,560) (666,538)
(591,703) (691,560)
Intangible assets, net of associated DTLs
(12,944) (9,764)
(16,219) (12,944)
Deferred tax assets and other deductions
(322,412) (310,947)
(290,565) (322,412)

Nammann nnihs tine 1 ~anital
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The decrease in the Tangible common equity to tangible assets ratio during 2022 was mainly related to the decrease in the fair value of the Corporation’s fixed rate
available for sale debt securities portfolio and its impact on the unrealized loss component of
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accumulated other comprehensive income (loss) ("AOCI"). Given its ability due to the Corporation’s liquidity position and its intention to reduce the impact on AOCI
and tangible capital of further increases in interest rates, management changed its intent to hold certain securities to maturity. Therefore, in October 2022, the Corporation
transferred U.S. Treasury securities with a fair value of $6.5 billion (par value of $7.4 billion) from its available-for-sale portfolio to its held-to-maturity portfolio.

The securities were reclassified at fair value atthe time of the transfer. At the date of the transfer, these securities had pre-tax unrealized losses of $873.0 million
recorded in AOCI. This fair value discount is being accreted to interest income and the unrealized loss remaining in AOCI is being amortized, offsetting each other

through the remaining life of the securities. There were no realized gains or losses recorded as a result of this transfer.

While changes in the amount of unrealized gains and losses in AOCI have an impact on the Corporation’s and its wholly-owned banking subsidiaries’ tangible capital
ratios, they do not impact regulatory capital ratios, in accordance with the regulatory framework. Refer to Note 7 to the Consolidated Financial Statements which
presents information about the Corporation’s Debt

Securities Held-to-Maturity for additional details.

Table 11 provides a reconciliation of total stockholders’ equity to tangible common equity and total assets to tangible assets at

December 31, 2022 2023 and 2021. 2022.
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Table 11 - Reconciliation of Tangible Common Equity and Tangible Assets

At December 31,

(In thousands, except share or per share information)

20222023

20212022

Total stockholders’ equity
$

4,093,4255,146,953

$

5,969,397 4,093,425
Less: Preferred stock
(22,143)

(22,143)

Less: Goodwill
(827,428) (804,428)
(720,293) (827,428)
Less: Other intangibles
(12,944) (9,764)
(16,219) (12,944)

Total tangible common equity
$

3,230,9104,310,618

$

5,210,742 3,230,910
Total assets

$

67,637,917 70,758,155
$
75,097,89967,637,917
| ess: Goodwill
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RISK MANAGEMENT

Market / Interest Rate Risk

The financial results and capital levels of the Corporation are constantly exposed to market, interest rate and liquidity risks.

Market risk refers to the risk of a reduction in the Corporation’s capital due to changes in the market valuation of its assets and/or liabilities.

Most of the assets subject to market valuation risk are debt securities classified as available-for-sale. Refer to Notes 6 and 7 to the

Consolidated Financial Statements for further information on the debt securities available-for-sale and held-to-maturity portfolios.

Debt securities classified as available-for-sale amounted to $17.8 billion $16.7 billion as of December 31, 2022. 2023. Other assets subject to market risk include loans

held-for-sale, which amounted to to $5 $4 million, mortgage servicing rights (“MSRs") which amounted amounted to $128 $118 million,

and securities classified as “trading”, which amounted to $28 million $32 million, as of December 31, 2022 December 31, 2023.

Interest Rate Risk (“IRR”)

The Corporation’s net interest income is subject to various categories of interest rate risk, risk, including repricing, basis, yield curve and option risks. In managing interest

rate risk, management may alter the mix of floating and fixed rate assets and liabilities, change pricing schedules, adjust maturities through sales and purchases of

investment securities, and enter into derivative contracts,

among other alternatives.

Interest rate risk management is an active process that encompasses monitoring loan and deposit flows complemented by investment and funding activities.
Effective management of interest rate risk begins with understanding the dynamic characteristics of assets and liabilities and determining the appropriate rate risk position
given line of business forecasts, management objectives,

market expectations and policy constraints.

Management utilizes various tools to assess IRR, including Net Interest Income (“NII") simulation modeling, static gap analysis, and

Economic Value of Equity (“EVE”"). The three methodologies complement each other and are used jointly in the evaluation of the

Corporation’s IRR. NIl simulation modeling is prepared for a five-year period, which in conjunction with the EVE analysis, provides management a better view of long-term
IRR.

Net interest income simulation analysis performed by legal entity and on a consolidated basis is a tool used by the Corporation in estimating the potential change in net

interest income resulting from hypothetical changes in interest rates. Sensitivity analysis is calculated using a simulation model which incorporates actual balance sheet

figures detailed by maturityand interest yields or costs.

Management assesses interest rate risk by comparing various NIl simulations under different interest rate scenarios that differ in direction of interest rate changes, the

degree of change and the projected shape of the yield curve. For example, the types of rate scenarios processed during the quarter include flat rates, implied forwards,

and parallel and non-parallel rate shocks. Management

also performs analyses to isolate and measure basisand prepayment risk exposures.

The asset and liability management group performs validation procedures on various assumptions used as part of the simulation analyses as well as validations of

results on a monthly basis. In addition, the model and processes used to assess IRR are subject to independent validations according to the guidelines established in the

Model Governance and Validation policy.

The Corporation processes NIl simulations under interest rate scenarios in which the yield curve is assumed to rise and decline by the same magnitude magnitude

(parallel (parallel shifts). The rate scenarios considered in these market risk risk simulations reflect include instantaneous parallel changes of -100, -200, +100, and +200

basis points +200 during the succeeding twelve-month period. Simulation analyses are based on many assumptions, including that the balance sheet remains flat, the

relative levels of market interest rates across all yield curve points and +400 indexes, basis interest points rate during the spreads, succeedingloan twelve-month

period. Simulation analyses are based on many assumptions, including relative levels of market interest rates across all yield curve points and indexes, interest rate

spreads, loan prepayments and deposit elasticity. Thus, they should not be they relied upon as indicative of actual results. Further, the estimates do should not

contemplate be actions relied thatupon management as indicative of actual results. Further, the estimates do not contemplate actions that management could take to

respond to changes in interest rates. Additionally, the interest rates. Additionally, the Corporation is also subject to basis risk in the repricing of its assets and liabilities,

including the basis related to to using different rate indexes for for the repricing repricing of assets and liabilities, as well as the effect of pricing lags which may be

contractual contractual or due to historical differences in the timing of management responses to changes in the rate environment. By their nature, these forward-

looking nature, these forward-looking computations are only estimates and may be different from what may actually occur in the future. The

following table future. The following presents the table presents the results of the simulations at December 31, 2022 2023 and December 31, 2021, 2022, assuming a

static balance

sheet and parallel changes over flat spot rates overa one-year time horizon:
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Table 12 - Net Interest Income Sensitivity (One Year Projection)
December 31, 20222023

December 31, 20212022

(Dollars in thousands)

Amount Change
Percent Change
Amount Change
Percent Change

Change in interest rate

+400 basis points
$

(38,548)

(1.75)

%

$

257,223

13.21

%

+200 basis points
(18,078) 20,822
0.92

(18,003)

(0.82)

197,354

10.14

+100 basis points
(7,787) 11,496
0.51

(7,748)

(0.35)

166,920

8.57

-100 basis points
41,76319,589
1.900.87
(78,408) 8,778
(4.03)0.40

-200 basis points
78,38116,971
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3.560.75
(120,661) 9,296

(R 20N N2
As of December 31, 2023, NIl simulations show the rapid Corporation has a neutral to slightly asset sensitive position as compared to a slightly liability sensitive position as
of December 31, 2022. The primary reasons for the variation in sensitivity are changes in balance sheet composition driven by an increase in short-term overnight Fed
Funds, interest rates throughout the short-term U.S Treasury Bills (“T- year Bills”) and its loan portfolio on the asset side impact on Puerto partially offset by higher Rico public
sector deposits which are indexed to market rates, as well as the deployment of cash to fund loan growth and purchase investments. These results suggest that changes in net
interest income are driven by changes in liability costs, primarily Puerto Rico public sector deposits. In declining rate scenarios net interest income would increase as the decline
in the cost of these deposits generates a greater benefitthan the changes in asset yields. In rising rate scenarios Popular’s sensitivity profile is also impacted by its large
proportion of Puerto Rico public sector deposits which are indexed to market rates. As rates and an short-term rates increase in time deposits. These have risen, results
suggest that changes in the cost of these Corporation’s net interest deposits now increases income sensitivity are driven in sync with market rates and therefore reduce the
benefit banks typically have by changes in rising rate environments. As of December 31, 2022, Popular the has a more neutral position as compared to a substantially asset
sensitive position as of December 31, 2021. The primary reasons for the reduction in sensitivity are i) the realization of much composition of the expected benefit investment
portfolio as the term bond portfolio continues to run off and get reinvested in net interest income short-term investments such as given T-Bills, combined with the higher
interest rates observed increase of during 2022, approximately $3.0 billion ii) ain loans decrease held in cash balances portfolio. Additionally, (which reprice variation in
instantaneously) via liability cost, primarily the deployment into longer term investments and loans, and iii) the market indexed nature of driven by Puerto Rico public sector
25%
deposits which deposits that represented $15.2 $18.1 billion or 28% ofofleposits as of December 31, 2022. of December 31,
2023, as well as an increase of approximately $1.7 billion in time deposits, also impact the sensitivity profile. In declining rate scenarios net interest income would slightly
increase as the decline in the cost of these deposit generates a greater benefit than the changes in assets yields. In rising rate scenarios, Popular’s net interest income is also
impacted by its large proportion of Puerto
Rico public sector deposit, however the repricing of assets as they either reset or mature lead to an increase in net interestincome.
The Corporation’s loan and investment portfolios are subject to prepayment risk, which results from the ability of a third-party to repay debt obligations prior to maturity.
Prepayment risk also could have a significant impact on the duration of mortgage-backed securities and collateralized mortgage obligations since prepayments could
shorten (or lower prepayments could extend) the weighted average life of these portfolios.
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Trading

The Corporation engages in trading activities in the ordinary course of business at its subsidiaries, BPPR and Popular Securities.

Popular Securities’ trading activities consist primarily of market-making activities to meet expected customers’ needs related to its retail brokerage business, and
purchases and sales of U.S. Government and government sponsored securities with the objective of realizing gains from expected short-term price movements. BPPR’s
trading activities consist primarily of holding U.S. Government

sponsored mortgage-backed securities classified as “trading” and hedging the related market risk with “TBA” (to-be-announced)

market transactions. The objective is to derive spread income from the portfolio and not to benefit from short-term market movements. In addition, BPPR uses
forward contracts or TBAs to hedge its securitization pipeline. Risks related to variations in interest rates and market volatility are hedged with TBAs that have
characteristics similar to that of the forecasted security and its conversion timeline.

At December 31, 2022 December 31, 2023, the Corporation held trading securities with a fair value of $28 million $32 million, representing approximately 0.04% 0.05% of
the Corporation’s total assets, compared with $30 million $28 million and 0.04%, respectively, at December 31, 2021 December 31, 2022. As shown in Table 15, the trading
portfolio consists principally of mortgage-backed securities and U.S. Treasuries, which at December 31, 20222023 were investment grade securities. As of
December 31, 2022 and December 31, 2021, the trading portfolio also included $0.1 million in

Puerto Rico government obligations. Trading instruments are recognized at fair value, with changes resulting from fluctuations in market prices, interest rates or
exchange rates reported in current period earnings. The Corporation recognized net trading account loss of $784 thousand and a net trading account loss of $389
thousand, respectively, for the years ended December 31, 2022 and

2021.

Table 15 - Trading Portfolio
December 31, 20222023
December 31, 20212022
(Dollars in thousands)
Amount

Weighted
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Average Yield

[
Amount

Weighted
Average Yield

m

Mortgage-backed securities

$
14,22314,373
5.795.69

%

$

22,559 14,223
5.125.79

%

U.S. Treasury securities
16,859

4.29

13,069

3.26

6,530

0.03

NAallatavalisad manvknnma Allicatinna
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Derivatives may be used by the Corporation as part of its overall interest rate risk management strategy to minimize significant unexpected fluctuations in earnings

and cash flows that are caused by interest rate volatility. Derivative instruments that the

Corporation may use include, among others, interest rate caps, indexed options, and forward contracts. The Corporation does not use highly leveraged derivative
instruments in its interest rate risk management strategy. Credit risk embedded in these transactions is reduced by requiring appropriate collateral from counterparties

and entering into netting agreements whenever possible. All
outstanding derivatives are recognized in the Corporation’s Consolidated Statements of Condition at their fair value. Refer to to Note
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26 to the Consolidated Financial Statements for further information on the Corporation’s involvement in derivative instruments and hedging activities.

Cash Flow Hedges

The Corporation manages the variability of cash payments due to interest rate fluctuations by the effective use of derivatives designated as cash flow hedges and
that are linked to specified hedged assets and liabilities. The cash flow hedges relate to forward contracts or TBA mortgage-backed securities that are sold and
bought for future settlement to hedge mortgage-backed securities and loans prior to securitization. The seller agrees to deliver on a specified future date a
specified instrument at a specified price or yield. These securities are hedging a forecasted transaction and are designated for cash flow hedge accounting.

The notional amount of derivatives designated as cash flow hedges at December 31, 2022 amounted to $ 15 million (2021 - $ 88

million). Refer to Note 26 to the Consolidated Financial Statements for additional quantitative information on these derivative contracts.

Fair Value Hedges

The Corporation did not have any derivatives designated as fair value hedges during the years ended December 31, 2022 and

2021.

Trading and Non-Hedging Derivative Activities

The Corporation enters into derivative positions based on market expectations or to benefit from price differentials between financial instruments and markets mostly to
economically hedge a related asset or liability. The Corporation also enters into various derivatives to provide these types of derivative products to customers.
These free-standing derivatives are carried at fair value with changes in fair value recorded as part of the results of operations for the period.

Following is a description of the most significant of the Corporation’s derivative activities that are not designated for hedge accounting.

The Corporation has over-the-counter option contracts which are utilized in order to limit the Corporation’'s exposure on customer deposits whose returns are tied to the
S&P 500 or to certain other equity securities or commodity indexes. In these certificates, the customer’s principal is guaranteed by the Corporation and insured by the
FDIC to the maximum extent permitted by law. The

instruments pay a return based on the increase of these indexes, as applicable, during the term of the instrument. Accordingly, this product gives customers the
opportunity to invest in a product that protects the principal invested but allows the customer the potential to earn a return based on the performance of the indexes.
The risk of issuing certificates of deposit with returns tied to the applicable indexes is economically hedged by the Corporation. Indexed options are purchased from
financial institutions with strong credit standings, whose return is designed to match the return payable on the certificates of deposit issued. By hedging the risk in this
manner, the effective cost of these deposits is fixed. The contracts have a maturity and an index equal to the terms of the pool of retail deposits that they are economically
hedging.

The purchased indexed options are used to economically hedge the bifurcated embedded option. These option contracts do not qualify for hedge accounting, and
therefore, cannot be designated as accounting hedges. At December 31, 2022, the notional amount of the indexed options on deposits approximated $ 85 million
(2021 - $ 79 million) with a fair value of $ 18 million (asset)

(2021 - $ 26 million) while the embedded options had a notional value of $ 79 million (2021 - $ 72 million) with a fair value of $ 16

million (liability) (2021 - $ 23 million).

Refer to Note 26 to the Consolidated Financial Statements for a description of other non-hedging derivative activities utilized by the

Corporation during 2022 and 2021.
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Foreign Exchange

The Corporation holds an interestin BHD Ledn in the Dominican Republic, which is an investment accounted for under the equity method. The Corporation’s carrying
value of the equity interest in BHD Le6n approximated $ 199.8 225.9 million at December 31, 2022, 2023.

This business is conducted in the country’s foreign currency. The resulting foreign currency translation adjustment, from operations for which the functional currency is
other than the U.S. dollar, is reported in accumulated other comprehensive loss income (loss) in the consolidated statements of condition, except for highly-
inflationary environments in which the effects would be included in the consolidated statements of operations. At December 31, 2022, 2023, the Corporation had
approximately $ 57 65 million in an unfavorable foreign currency translation adjustment as part of accumulated other comprehensive income (loss), compared with an
unfavorable adjustment of $ 57 million at December 31,2022 and $ 67 million at December 31,2021 and $ 71 million at December 31, 2020. 2021.

Liquidity

The objective of effective liquidity management is to ensure that the Corporation has sufficient liquidity to meet all of its financial obligations, finance expected future
growth, fund planned capital distributions and maintain a reasonable safety margin for cash commitments needs under both normal and stressed market conditions.
The Board of Directors is responsible for establishing the establishing Corporation’s tolerance for liquidity risk, the

Corporation’s tolerance for liquidity risk, including approving relevant risk limits and limits and policies. The Board of Directors has delegated the monitoring the
monitoring of these risks to the Board's Risk Management Committee and the Asset/Liability Management Committee. The

management of

liquidity risk, on a long-term and day-to-day basis, is the responsibility of the Corporate Treasury Division. The
Corporation’s
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Corporation’s Corporate Treasurer is responsible for implementing the policies and procedures approved by the Board of Directors

and responsible for implementing the policies and procedures approved by the Board of Directors and for monitoring the Corporation’s liquidity position on an ongoing
basis. Also, the Corporate Treasury Division coordinates coordinates corporate corporate wide liquidity management strategies and activities with the reportable segments,
oversees policy breaches and manages the the escalation process. The Financial and Operational Risk Management Division is responsible for the independent
monitoring and reporting of adherence with established policies.

An institution’s liquidity may be pressured pressured if, for example, it experiences a a sudden and unexpected substantial cash outflow outflow due to deposit outflows,

whether due to a loss of confidence by depositors, or other reasons, including exogenous events such as the

COVID-19 pandemic, a downgrading of its credit rating, or some other event that causes counterparties to avoid exposure to the institution. Factors that the Corporation

does not control, such as the COVID-19 pandemic, economic outlook, its credit rating adverse ratings is downgraded, or of its some other event principal markets,
perceptions of the financial services industry and regulatory causes counterparties to avoid exposure to the institution. Factors that the Corporation does not control, such as the

economic outlook, adverse ratings of its principal markets and regulatory changes, could also affectits ability to obtain funding.

Liquidity is managed by the The Corporation at the level of the holding companies that own the banking and non-banking subsidiaries. It

is also managed at the level of the banking and non-banking subsidiaries. As further explained below, a principal source of liquidity for the bank holding companies (the

“BHCs") are dividends received from banking and non-banking subsidiaries. The Corporation

has adopted policies and limits limits to monitor more effectively monitor the the Corporation’s liquidity liquidity position and and that of the its banking subsidiaries.

Additionally, contingency funding plans are used to model various stress events of different magnitudes and affecting different time horizons that assist management in
evaluating the size of the liquidity buffers needed if those stress events occur. However, such models may not predict accurately how the market and customers might
react to every event, and are dependent on many assumptions.

Deposits, including customer deposits, brokered deposits and public funds deposits, continue to be the most significant source of funds for the Corporation, funding

91% 90% of the Corporation’s total assets at December 31, 2022 2023 and 89% 91% at December 31, 2021. 2022.

The ratio of total ending loans to deposits was 55% at December 31, 2023 and 52% at December 31, 2022, compared to 44% at December 31, 2021. December 31,
2022. In addition to traditional deposits, the Corporation maintains borrowing arrangements, which amounted to approximately $1.4 1.1 billion in outstanding balances at
December 31, 2022 December 31, 2023 (December 31, 2021 2022 - $1.2 billion $1.4 billion). A detailed description of the Corporation’s borrowings, including their terms, is
included in Note 17 to the Consolidated Financial Statements. Also, Also, the Consolidated Statements Consolidated Statements of Cash Cash Flows in the accompanying
Consolidated Financial Statements provideinformation on the Corporation’s cash inflows and outflows.

On July 12, 2022, the Corporation completed an ASR program for the repurchase of an aggregate $400 million of Popular’s common stock, for which an initial
3,483,942 shares were delivered in March 2022 (the “March ASR Agreement”). Upon the final settlement of the March ASR Agreement, the Corporation received an
additional 1,582,922 shares of common stock. The

Corporation repurchased a total of 5,066,864 shares at an average purchase price of $78.9443, which were recorded as treasury stock by $440 million under the March ASR

Agreement.

86
On December 7, 2022, the Corporation completed the settlement of another ASR Agreement for the repurchase of an aggregate
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$231 million of Popular’s common stock, for which an initial 2,339,241 shares were delivered on August 26, 2022 (the “August

ASR"). Upon the final settlement of the ASR Agreement, the Corporation received an additional 840,024 shares of common stock.

The Corporation repurchased a total of 3,179,265 shares at an average purchase price of $72.66, which were recorded as treasury stock by $245 million under the August
ASR Agreement. Refer to Note 20 to the Consolidated Financial Statements for additional information.

The following sections provide further information on the Corporation’s major funding activities and needs, as well as the risks involved in these activities.

Banking Subsidiaries
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Primary sources of funding for the Corporation’s banking subsidiaries (BPPR and PB or, collectively, “the banking subsidiaries”)

include retail, commercial and public sector deposits, brokered deposits, unpledged investment securities, mortgage loan securitization and, to a lesser extent,
loan sales. In addition, the Corporation maintains borrowing facilities with the FHLB and at the discount window of the Federal Reserve Bank of New York (the “FRB”) and

has a considerable amount of collateral pledged that can be used to raise funds under these facilities.
During the fourth quarter of 2023 the Corporation had no material incremental use of its available liquidity sources. At December

31,2023, the Corporation’s available liquidity increased to $19.5 billion from $17.0 billion on December 31, 2022. The liquidity sources of the Corporation at

December 31,2023 are presented in Table 16:
Table 16 - Liquidity Sources
December 31, 2023
December 31, 2022

(In thousands)

BPPR

Popular U.S.

Total

BPPR

Popular U.S.

Total

Unpledged securities and unused funding sources:

Money market (excess funds at the
Federal Reserve Bank)
$

5,516,636

$

1,475,143

$

6,991,779

$

5,240,100

$

367,966

$

5,608,066

Unpledged securities
4,212,480

347,791

4,560,271

7,494,189

326,599

7,820,788

FHLB borrowing capacity
2,157,685

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

136/225

REFINITIV [<


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

1 27141 NNN
Corporation’s banking subsidiaries may impact their ability to raise retail and commercial deposits or the rate that it is required to pay on such deposits, management does

not believe that the impact should be material. Deposits at all of the Corporation’s banking subsidiaries are federally insured (subject to FDIC limits) and this is expected to
mitigate
mitigate the potential effect of a downgrade in the credit ratings. aforementioned risks.

Deposits are a a key source of funding as they funding. Refer tend to be less volatile than institutional borrowings and their cost is less sensitive to changes in market rates.

Refer to Table 8 for a breakdown of deposits by major types. Core deposits are generated from a large base of consumer, corporate and public sector customers. Core

deposits include certificate of deposit under $250,000,

all interest-bearing transactional deposit accounts, non-interest bearing deposits, and savings deposits. Core deposits exclude brokered deposits and certificates of of deposit
under $250,000, over $250,000. Core deposits, excluding brokered P.R. deposits public funds that are fully collateralized,

have historically provided the Corporation with denominations under a $250,000. Core sizable deposits have source of relatively stable and low-cost funds. P.R. public funds,

while historically provided the Corporation with linked to market interest rates, provide a sizable stable source of relatively stable and low-cost funds. funding with an attractive

earnings spread. Core deposits totaled $57.6 billion, $59.0

billion, or 93% of total deposits, at December 31, 2023, compared with $57.6 billion, or 94% of total deposits, at December 31, 2022, compared with $63.6 billion, or 95% of

total deposits, at December 31, 2021. December 31,

2022. Core

deposits financed 90% 88% of the Corporation’s earning assets at December 31, 2022 December 31, 2023, compared with 88% 90% at December 31, 2021. December 31,

2022.

The distribution by maturity of certificates of deposits deposit with denominations of $250,000 $250,000 and over at December 31, 2022 December 31, 2023 is presented in in the

table that follows:

87
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Table 1617 - Distribution by Maturity of Certificate Certificates of Deposits Deposit of $250,000 and Over
(In thousands)

3 months or less

$

1,809,7812,025,571
Over 3 to 12 months
333,648 630,145

Over 1 year to 3 years
282,506 225,165

Over 3 years
119,815177,949

Total

$

2,545,750 3,058,830

For the years ended December 31, 2022 2023 and 2021, 2022, average deposits, including brokered deposits, represented 93% 92% of average earning assets. Table
17 18 summarizes average deposits for the past three years.

Table 1718 - Average Total Deposits
For the years ended December 31,

(In thousands)

20222023

20212022

Non-interest bearing demand deposits
$
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16,093,704 15,307,152

$

14,687,093 16,093,704
Savings accounts

16,242,457 15,265,784
15,753,630 16,242,457

NOW, money market and other interest bearing demand accounts
25,539,909 24,208,570
25,648,707 25,539,909
Certificates of deposit
6,840,3347,764,974
7,013,486 6,840,334

Total interest bearing deposits
48,622,70047,239,328
48,415,823 48,622,700

Total average deposits
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required to deposit additional cash or securities to meet its margin requirements, thereby adversely affecting its liquidity. Finally, if management is required to rely more
heavily on more expensive funding sources to meet its future growth, revenues may not increase proportionately to cover costs. In this case, case, profitability would

be adversely affected.

The Corporation monitors uninsured deposits under applicable FDIC regulations. Additionally, the Corporation monitors accounts with balances over $250,000. While

the Corporation has a diverse deposit base from retail, commercial, corporate and government clients, as well as wholesale funding sources such as brokered deposits,
it considers balance in excess of $250,000 to have a higher potential liquidity risk. Table 19 reflects the aggregate balance in deposit accounts in excess of

$250,000, including collateralized public funds and deposits outside of the U.S. and its territories. Collateralized public funds, as presented in Table 19,

represent public deposit balances from governmental entities in the U.S. and its territories, including Puerto Rico and the United
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States Virgin Islands, that are collateralized based on such jurisdictions’ applicable collateral requirements. On December 31,2023,

deposits with balances in excess of $250,000, excluding foreign deposits (mainly deposits in the British Virgin Islands) intercompany deposits and collateralized public
funds, were $ 10.6 billion or 20% at BPPR and $ 2.6 billion or 23% at Popular U.S., compared to available liquidity sources of $ 14.5 billion at BPPR and $ 5.0 billion at
Popular U.S.

Table 19 - Deposits
31-Dec-23

Popular, Inc.

(Dollars in thousands)
BPPR

% of Total

Popular U.S.

% of Total
(Consolidated)

% of Total

Deposits:

Deposits balances under $250,000 [1]
$

23,683,475

ar

L ——
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are subject to various regulatory limits and authorization requirements that are further described below and that may limit the ability of those subsidiaries to act as a source
of funding to the BHCs.

The principal use of these funds includes the repayment of debt, and interest payments to holders of senior debt and junior subordinated deferrable interest
(related to trust preferred securities), the payment of dividends to common stockholders,

repurchases of the Corporation’s securities and capitalizing its banking subsidiaries.

The outstanding balance of notes payable at the BHCs amounted to $497 592 million at December 31, 20222023 and $496 497 million at

December 31, 2021. 2022.

The contractual maturities of the BHCs notes payable at December 31, 2022 December 31, 2023 are presented in Table 18. 20.

Table 1820 - Distribution of BHC's Notes Payable by Contractual Maturity

Year

(In thousands)

20232028

$

299,109 393,937

Later years

198,319 198,346

Total

$

497,428 592,283

The Corporation’s As 6.125% unsecured senior of December debt securities mature 31, 2023, in the September of 2023. Annual debt service at the BHCs is had cash
approximately

and money$markets investments totaling $388 million and borrowing potential of

$222 million from its secured facility with BPPR. The BHCs'’ liquidity position continues to be adequate with sufficient cash on hand,

investments and other sources of liquidity which are expected to be enough to meet all interest payments and dividend obligations during the foreseeable future. On

March 13, 2023, the Corporation issued $400 million aggregate principal amount of 7.25% Senior

Notes due 2028 (the “Notes”) in an underwritten public offering. The Corporation used a portion of the net proceeds of the 2028

Notes to redeem, on August 14, 2023, the outstanding $300 million aggregate principal amount of its outstanding 6.125% Senior

Notes which were due on September 2023. Additionally, the Corporation’s latest quarterly dividend was $0.550.62 per share or

approximately $40 million $45 million per quarter. As of December 31, 2022, the BHCs had cash and money markets
investments totaling $203 million and borrowing potential of $169 million from its secured facility with BPPR. The BHCs'
liquidity position continues to be adequate with sufficient cash on hand, investments and other sources of liquidity which
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are expected to be enough to meet all interest payments and dividend obligations during the foreseeable future. The
Corporation intends to refinance the 6.125% unsecured senior debt prior to its maturity in September. If we are unable to
refinance these notes, we could have to declare extraordinary dividends from our banking and other operating
subsidiaries to repay such notes. Our ability to declare such dividends could be subject to approval of the Federal Reserve
Board.

The BHCs have in the past borrowed in the corporate debt market primarily to finance their non-banking subsidiaries and refinance debt obligations. These sources of funding
are more costly due to the fact that two out of the three principal credit rating agencies rate the Corporation below “investment grade”, which affects the Corporation’s cost and
ability to raise funds in the capital markets.

Factors that the Corporation does not control, such as the economic outlook, interest rate volatility, inflation, disruptions in the debt market, among others, could also affect its
ability to obtain funding. The Corporation has an automatic shelf registration statement filed and effective with the Securities and Exchange Commission, which permits the
Corporation to issue an unspecified amount of debt or equity securities.

On July 1, 2022, the Corporation exchanged a portion of Evertec shares as part of a transaction in which it acquired certain critical channels from Evertec and renegotiated
several service agreements. The Corporation completed the sale of its remaining shares of

Evertec on August 15, 2022. Following the Evertec Stock Sale, Popular no longer owns any Evertec common stock.

Non-Banking Subsidiaries

The principal sources of funding for the non-banking subsidiaries include internally generated cash flows from operations, loan sales, repurchase agreements, capital
injections and borrowed funds from their direct parent companies or the holding companies.

The principal uses of funds for the non-banking subsidiaries include repayment of maturing debt, operational expenses and payment of dividends to the BHCs. The liquidity
needs of the non-banking subsidiaries are minimal since most of them are funded internally from operating cash flows or from intercompany borrowingsintercompany
borrowings or capital contributions from their holding companies.companies. During the period

89

ended December 31, 2022, Popular, Inc. made capital contributions to its wholly owned subsidiaries of $25 million to Popular Re,

Inc., $10 million to Popular Securities, LLC and $3 million to Popular Impact Fund, LLC.

Dividends

During the year ended December 31, 2022, 2023, the Corporation declared cash dividends of $2.202.27 per common share outstanding

($163.7 million in the aggregate). The dividends for the Corporation’s Series A preferred stock amounted to $1.4 million. During the year ended December 31, 2022, 2023,
the BHCs received dividends amounting to $450 $200 million from BPPR, $54 $50 million from PNA, $19 $14

million from PIBI $8 million and $8 in dividends million from its non-banking subsidiaries and $2 million in dividends from Evertec. subsidiaries. In addition,

during the year ended December 31, 2022, Popular International December 31, 2023, Popular

International Bank Inc., a wholly owned subsidiary of Popular, Inc., received $16 $14.1 million in cash dividends and $2.1 million in stock dividends from its investment in
BHD. Dividends from BPPR constitute Popular, Inc.’s primary source of liquidity.

Other Funding Sources and Capital

The In addition to cash debt reserves held at the securities FRB that totaled $7.0 billion portfolio at December 31,2023, the debt securities portfolio provides an

additional source of liquidity, which may be realized through either securities sales, collateralized borrowings or
repurchase repurchase agreements. The Corporation’s debt securities portfolio consists primarily of liquid U.S.
government debt securities, U.S.
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government sponsored agency debt securities, U.S. government sponsored agency mortgage-backed securities, and U.S.

government sponsored agency collateralized mortgage obligations that can be used to raise funds in the repo markets. The

availability of the repurchase agreement would be subject to having sufficient unpledged collateral available at the time the transactions are to be consummated,
in addition to overall liquidity and risk appetite of the various counterparties. The Corporation’s unpledged debt In securities amounted 2023, BPPR

became an approved counterparty in the Federal Reserve’'s Standing Repo Facility. This allows approved counterparties to participate in daily auctions with the
Standing Repo Facility for up to $8.0500 billion in aggregate of overnight financing using U.S.

Treasuries and Agency MBS as collateral. The Corporation’s unpledged debt securities amounted to $ 4.6 billion at December 31,

2022 2023 and $3.0 billion 7.8 billion at December December 31, 2021. 2022. A substantial portion of these debt
securities could be used to to raise financing in the
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U.S. money markets or or from secured lending sources. sources, subject to changes in their fair market value and customary adjustments

(haircuts).

Additional liquidity may be provided through loan maturities, prepayments and sales. The loan portfolio can also be used to obtain funding in the capital markets. In particular,
mortgage loans and some types of consumer loans, have secondary markets which the

Corporation could use.

Off-Balance Sheet arrangements and other commitments

In the ordinary course of business, the Corporation engages in financial transactions that are not recorded on the balance sheet or may be recorded on the balance sheet in
amounts that are different than the full contract or notional amount of the transaction. As a provider of financial services, the Corporation routinely enters into commitments
with off-balance sheet risk to meet the financial needs of its customers. These commitments may include loan commitments and standby letters of credit. These commitments
are subject to the same credit policies and approval process used for on-balance sheet instruments. These instruments involve, to varying degrees, elements of credit
and interest rate risk in excess of the amount recognized in the statement of financial position.

Refer to Note 24 to the Consolidated Financial Statements for information on the Corporation’s commitments to extent credit and other non-credit commitments.

Other types of off-balance sheet arrangements that the Corporation enters in the ordinary course of business include derivatives,

operating leases and provision of guarantees, indemnifications, and representation and warranties. Refer to Note 33 to the

Consolidated Financial Statements for information on operating leases and to Note 23 to the Consolidated Financial Statements for a detailed discussion related to the
Corporation’s obligations under credit recourse and representation and warranties arrangements.

The Corporation monitors its cash requirements, including its cash requirements, including its contractual obligations and debt commitments. As discussed above,

liquidity FDIC Special Assessments is

On managed November by 16, 2023, the Federal Deposit Insurance Corporation (“FDIC") approved a final rule that imposes a special assessment (the “FDIC Special
Assessment”) to recover the losses to the deposit insurance fund (“DIF”) resulting from the FDIC's use, in order to March meet 2023, its of short-the and systemic long-term
cashrisk obligations. Note 17 exception to the Consolidated least-cost resolution test under the Federal Deposit Insurance Act in

Financial Statements has information on connection with the receiverships of several failed banks.
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Under the final rule, the assessment base for the Corporation’s borrowings by maturity, special assessment is equal to an insured depository institution’s which amounted (“IDI")
estimated uninsured deposits, as reported in the IDI's December 31, 2022 Call Report, excluding the first $5 billion in estimated uninsured deposits. For a holding company
that has more than one IDI subsidiary, such as Popular, the $5 billion exclusion is allocated among the company’s IDI subsidiaries in proportion to $1.4 each IDI's estimated
uninsured deposits. The special assessments will be collected at an annual rate of approximately 13.4 basis points per year (3.35 basis points per quarter) over eight quarters
in 2024 and 2025,

with the first assessment period beginning January 1, 2024. In their December 31, 2022 Call Reports, BPPR and PB reported estimated uninsured deposits of
approximately $28.1 billion, including $16.2 billion at in fully collateralized public sector deposits, and

$3.5 billion, respectively. The Corporation recorded an expense of $71.4 million, $45.3 million net of tax, in the fourth quarter of

2023, representing the full amount of the assessment.

By statute, the FDIC is required to recover the loss arising from the use of a systemic risk determinationthrough one or more special assessments. As of December 31, 2023,
the FDIC’s loss estimate described in the final rule had increased by approximately $4.1

2022 (December 31, 2021 - $1.2 billion). billion to $20.4 billion, or approximately 25%. The exact amount of losses will be determined when the FDIC terminates the related
receiverships considered in the final rule. Accordingly, the special assessment amount and collection period may change as the estimated loss is periodically adjusted or if
the total amount collected varies. If the most recent increase inthe FDIC's estimate

94

remains unchanged and is assessed in the same manner, the Corporation estimates that the incremental expense for the FDIC

Special Assessment could be approximately $18 million.

Financial information of guarantor and issuers of registeredguaranteed securities

The Corporation (not including any of its subsidiaries, “PIHC") is the parent holding company of Popular North America “PNA” and has other subsidiaries through which it
conducts its financial services operations. PNA is an operating, 100% subsidiary of Popular,

Inc. Holding Company (“PIHC”) and is the holding company of its wholly-owned subsidiaries: Equity One, Inc. and PB, including

PB’s wholly-owned subsidiaries Popular Equipment Finance, LLC, Popular Insurance Agency, U.S.A., and E-LOAN, Inc.

PNA has issued junior subordinated debentures guaranteed by PIHC (together with PNA, the “obligor group”) purchased by statutory trusts established by the
Corporation. These debentures were purchased by the statutory trust using the proceeds from
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trust preferred securities issued to the public (referred to as “capital securities”), together with the proceeds of the related issuances of common securities of the trusts.
PIHC fully and unconditionally guarantees the junior subordinated debentures issued by PNA. PIHC's obligation to make a guarantee payment may be satisfied
by direct payment of the required amounts to the holders of the applicable capital securities or by causing the applicable trust to pay such amounts to such holders. Each
guarantee does not apply to any payment of distributions by the applicable trust except to the extent such trust has funds available for such payments. If PIHC does
not make interest payments on the debentures held by such trust, such trust will not pay distributions on the applicable capital securities and will not have funds
available for such payments. PIHC's guarantee of PNA's junior subordinated debentures is unsecured and ranks subordinate and junior in right of payment to all the
PIHC's other liabilities in the same manner as the applicable debentures as set forth in the applicable indentures; and equally with all other guaranteesthat the PIHC
issues. The guarantee constitutes a guarantee of payment and not of collection, which means that the guaranteed party may sue the guarantor to enforce its rights
under the respective guarantee without suing any other personor entity.

The principal sources of funding for PIHC and PNA have included dividends received from their banking and non-banking subsidiaries, asset sales and
proceeds from the issuance of debt and equity. As further described below, in the Risk to Liquidity

section, various statutory provisions limit the amount of dividends an insured depository institution may pay to its holding company without regulatory approval.

The following summarized financial information presents the financial position of the obligor group, on a combined basis at

December 31, 20222023 and December 31, 2021, 2022, and the results of their operations for the period years ended December 31, 2022 2023 and

December 31, 2021. 2022. Investments in and equity in the earnings from the other subsidiaries and affiliates that are not members of the obligor group have been
excluded.

The summarized financial information of the obligor group is presented on a combined basis with intercompany balances and transactions between entities in the
obligor group eliminated. The obligor group's amounts due from, amounts due to and transactions with subsidiaries and affiliates have been presented in separate
line items, if they are material. In addition, related parties transactions are presented separately.
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Table 1921 - Summarized Statement of Condition
(In thousands)

December 31, 20222023

December 31, 20212022

Assets

Cash and money market investments
$

203,083 388,025

$

291,540203,083
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Investment securities

24,81529,973

25,69124,815

Accounts receivables from non-obligor subsidiaries
16,853 14,469

17,63416,853

Other loans (net of allowance for credit losses of $370 (2021 $51 (2022 - $96) $370))
27,82626,906

29,34927,826

Investment in equity method investees

5,3505,265

114,9555,350

Other assets

45,27851,315

4A AFra A A=A

In addition, during the year ending December 31, 2022, ended December 31, 2022,the Obligor group recorded $228.1 million in group recorded $228.1 million in proceeds
from the sale sale of two of its direct equity method investees (2021- $0). investees.

9296
Risks to Liquidity
Total lines of credit outstanding, or available borrowing capacity under lines of credit are not necessarilya measure of the total credit available on a continuing basis.
Some of these lines could be subject to collateral requirements, changes to the value of the could be subject to collateral, requirements, standards of
creditworthiness, leverage ratios and other regulatory requirements, among other factors. Derivatives, such as as those embedded in long-term repurchase
transactions or interest rate swaps, and off-balance sheet exposures, such as sheet exposures, such as recourse, performance bonds or credit card arrangements,
are subject to collateral requirements. As their fair
fair value increases, the collateral requirements may increase, thereby reducingthereby reducing the balance of unpledged securities.
The importance of the Puerto Rico market for the Corporation is an additional risk factor that could affect its financing activities. In
the case of a deterioration in economic and fiscal conditions in Puerto Rico, the credit quality of the Corporation could be affected and result in higher credit costs. Refer
to the Geographic and Government Risk section of this MD&A for some highlights on the current status of the Puerto Rico economy and the ongoingfiscal crisis.
Factors that the Corporation does not control, such as the economicoutlook and credit ratings of its principal markets and regulatory changes, could also affect its ability to
obtain funding. In order to prepare for the possibility of such scenario, management has adopted contingency plans for raising financing under stress scenarios
when important sources of funds that are usually fully available are temporarily unavailable. These plans call for using alternate funding mechanisms, such as the
pledging of certain asset classes and accessing secured credit lines and loan facilities putin place with the FHLB and the FRB. The Corporation is subject to positive
tangible capital requirements to utilize secured loan facilities with the FHLB that could result in a limitation of borrowing amounts or maturity terms, even if the
Corporationexceeds well-capitalized regulatory capital levels.
The credit ratings of Popular’s debt obligations are a relevant factor for liquidity because they impact the Corporation’s ability to borrow in the capital markets, its cost
and access to funding sources. Credit ratings are based on the financial strength, credit quality and concentrations in the loan portfolio, the level and volatility of
earnings, capital adequacy, the quality of management,
geographic concentration in Puerto Rico, the liquidity of the balance sheet, the availability of a significant base of core retail and commercial deposits, and the
Corporation’s ability to access to access a broad array of wholesale funding sources, sources, among other factors.
Furthermore, various statutory provisions limit the amount of dividends an insured depository institution may pay to its holding company without regulatory approval.
A member bank must obtain the approval of the Federal Reserve Board for any dividend, if the total of all dividends declared by the member bank during the calendar
year would exceed the total of its netincome for that year, combined with its retained net income for the preceding two years, after considering those years’ dividend
activity, less any required transfers to surplus or to a fund for the retirement of any preferredstock. During the year ended December 31, 2022 December 31, 2023, BPPR
declared cash dividends of $450 million, a portion of which was used by Popular for the payments of the cash dividends on its outstanding common stock and $231
million in accelerated stock repurchases. $200 million. At December 31, 2022 December 31, 2023, BPPR needed to obtain prior approval of the Federal Reserve Board
before declaring can declare a dividend in excess of $53 million due to its declared dividend activity and approximately $387 million without transfers to statutory reserves
over the three years ended December 31, 2022. In addition, a member bank may not declare or pay a dividend in an amount greater than its undivided profits as reported in
its Report of Condition and Income, unless the member bank has received the approval of the Federal Reserve Board. A memberbank also may not permit any portion of
its permanent capital to be withdrawn unless the withdrawal has been approved by the Federal Reserve Board. Pursuant to these requirements, PB may not declare or pay
a dividend without the prior approval of the Federal Reserve Board due to its retained income, declared dividend activity and transfers to statutory reserves over the
measurement period. In addition, a member bank may not declare or pay a dividend in an amount greater than its undivided profits as reported in its Report of
Condition and Income, unless the member bank has received the approval of the
Federal Reserve Board. A member bank also may not permit any portion of its permanent capital to be withdrawn unless the withdrawal has been approved by
the Federal Reserve Board. Pursuant to these requirements, PB may not declare or pay a dividend without the prior approval of the Federal Reserve Board and the
NYSDFS. The ability of a bank subsidiary to up-stream to up-stream dividends to its BHC could thus thus be impacted by its financial performance and capital, including

capital,

thus

potentially
tangible and regulatory capital, thus potentially limiting regulatory the amount of cashlimoving up to the amount of cash moving up to the BHCs from the banking
subsidiaries. This could, could, in turn, affect the the BHCs
ability to declare dividends on its outstanding common and preferred stock, repurchase its securities or meet its debt obligations, for example.
The Corporation’s banking subsidiaries have historically not used unsecured capital market borrowings to finance its operations, and therefore are less sensitive to the level
and changes in the Corporation’s overall credit ratings.
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Obligations Subject to Rating Triggers or Collateral Requirements

The Corporation’s banking subsidiaries currently do not use issue borrowings unsecured that senior are rated by the major rating agencies, debt, as these banking

subsidiaries are funded banking subsidiaries are funded primarily with deposits and secured borrowings. The banking subsidiaries had $9 million $7.8 million in deposits
at December 31, 2023 that at December 31, 2022 that are subject to rating triggers.

In addition, certain certain mortgage servicing and custodial agreements agreements that BPPR has has with third parties include rating covenants. In the event of a

credit rating downgrade, the third parties have the right to require the institution to engage a substitute cash custodian for escrow deposits and/or increase collateral
levels securing the recourse obligations. Also, as discussed in Note 23 to the

Consolidated Financial Statements, the Corporation services residential mortgage loans subject to credit recourse provisions.

93
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Certain contractual agreements require the Corporation to post collateral to secure such recourse obligations if the institution’s required credit ratings are not
maintained. Collateral pledged by the Corporation to secure recourse obligations amounted to approximately $2927.1 million at December 31, 2022.2023. The
Corporation could be required to post additional collateral under the agreements. Management expects that it would be able to meet additional collateral
requirements if and when needed. The

requirements to post collateral under certain agreements or the loss of escrow deposits could reduce the Corporation’s liquidity resources and impact its operating
results.

Credit Risk

Geographic and Government Risk

The Corporation is exposed to geographic and government risk. The Corporation’s assets and revenue composition by geographical area and by business segment
reporting are presentedin Note 37 to the Consolidated Financial Statements.

Commonwealth of Puerto Rico

A significant portion of our financial activities and credit exposure is concentrated in the Commonwealth of Puerto Rico (“Puerto

Rico”), which has faced severe economic and fiscal challenges in the past and may face additionalchallenges in the future.

Economic Performance.

Puerto Rico’s economy suffered a severe and prolonged recession from 2007 to 2017, with real gross national product (“GNP”)

contracting approximately 15% during this period. In 2017, In 2017, Hurricane Maria caused caused significant damage and destruction destruction across the island,
resulting in further economic contraction. Puerto Rico’s Puerto Rico’s economy has been gradually recovering since 2018, in part aided by the large amount of federal
disaster relief and recovery assistance funds injected into the Puerto Rico economy in connection with

Hurricane Maria and other recent natural disasters. This growth was interrupted by the economic shock caused by the COVID-19

pandemic in 2020, but has since resumed, in part aided by additional federal assistance from pandemic-related stimulus measures.

The latest Puerto Rico Economic Activity Index, published by the Economic Development Bank for Puerto Rico (the “Economic

Activity Index”), reflected a 0.6%5.9% year-over-year increase and a 0.2% month-over-month decrease in December November 2022,2023. compared to
December 2021. During calendar year 2022, the The

Economic Activity Index increased by 1.8%, compared to the same period in calendar year 2021. The Economic Activity Index is a coincident indicator of ongoing
economic activity but not a a direct measurement of real GNP. The Puerto

94

Fiscal Challenges.

As the Puerto Rico economy contracted, the government’s public debt rose rapidly, in part from borrowing to cover deficits to pay debt service, pension pension benefits
and other other government expenditures. By 2016, the the Puerto Rico government had had over $120 billion in combined debt and unfunded pension liabilities, had lost
access to the capital markets, and was in the midst of a fiscal crisis.

Puerto Rico's escalating fiscal and economic challenges and imminent widespread defaults in its public debt prompted the U.S.

Congress to enact the Puerto Rico Oversight, Management, and Economic Stability Act (‘PROMESA”") in June 2016. PROMESA

created the “Oversight Board” with ample powers over Puerto Rico’s fiscal and economic affairs and those of its public corporations,

instrumentalities and municipalities (collectively, “PR “PR Government Entities”). Pursuant Pursuant to PROMESA, the Oversight Board will be be in
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place until market access is restored and balanced budgets are produced for at least four consecutive years. PROMESA also established two mechanisms for the
restructuring of the obligations of PR Government Entities: (a) Title Ill, which provides an in-
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court process that incorporates many of the powers and provisions of the U.S. Bankruptcy Code and permits adjustment of a broad range of obligations, and (b) Title VI,
which provides for a largely out-of-court process through which modifications to financial debt can be accepted by a supermajority of creditors and bind holdouts.

Since 2017, Puerto Rico and several of its instrumentalities have availed themselves of the debt restructuring mechanisms of Titles

Il and VI of PROMESA. The Puerto Rico government emerged from Title 1ll of PROMESA in March 2022. Several instrumentalities,

including Government Development Bank for Puerto Rico, the Puerto Rico Sales Tax Financing Corporation, and the Puerto Rico

Highways and Transportation Authority, and the Puerto Rico Industrial Development Company, have also completed debt

restructurings under Titles 11l or VI of PROMESA. While the

majority of the debt has already been restructured, some PR

Government Entities still face significant fiscal challenges. For example,ekanfifilerto Rico Electric Power Authority is still
in the process of restructuring its debts under Title 11l of PROMESA and other PR Government Entities, such as the Puerto
Rico Industrial Development Company, have defaulted on their bonds but have not commenced debt restructuring
proceedings under PROMESA.

Municipalities.

Puerto Rico’s fiscal and economic challenges have also adversely impacted its municipalities. Budgetary subsidies to municipalities have gradually declined in recent years
and are were scheduled to be ultimately eliminated by fiscal year 2025 as part of the fiscal measures required by the Oversight Board. However, According over the
past years, the Oversight Board has authorized and funded new appropriations and investments to the latest Puerto Rico fiscal plan certified by offset the

Oversight decline Board,

municipalities in have intergovernmental made little transfers to no municipalities. progress Beyond towards those implementing sources of alternate funding, municipalities
have also received significant federal disaster and COVID-relief funding in recent years. According

to the latest Puerto Rico fiscal plan certified by the Oversight Board, taken together, the funding fiscal discipline required available to reduce reliance on these budgetary
appropriations and this lack of fiscal management may threaten the ability of certain municipalities to provide in necessary the services, such as health, sanitation, public
safety near-term is substantial. The fiscal plan notes, however, that the desired progress to achieve fiscal discipline and implement critical reforms has not been achieved, and
emergency services to their residents, forcing them that municipalities must work with the Executive branch to prioritize expenditures. analyze the financial needs of each
individual municipality and focus on the necessary enhancements in municipal shared services and other municipal and government initiatives. Pursuant to the fiscal plan, once
the transformational measures and milestones related to these initiatives are achieved,

additional funding from the central government may be made available to municipalities to improve fiscal sustainability.

Municipalities are subject to PROMESA and, at the Oversight Board's request, are required to submit fiscal plans and annual budgets to the Oversight Board for its
review and approval. They are also required to seek Oversight Board approval to issue,

guarantee or modify their debts and to enter into contracts with an aggregate value of $10 million or more. With the Oversight

Board’s approval, municipalities are also eligible to avail themselves of the debt restructuring processes provided by PROMESA. To

date, however, no municipality has been subject to any such debt restructuring process.

Exposure of the Corporation

The credit quality of BPPR’s loan portfolio reflects, among other things, the general economic conditions in Puerto Rico and other adverse conditions affecting Puerto Rico
consumers and businesses. Deterioration in the Puerto Rico economy has resulted in the past, and could result in the future, in higher delinquencies, greater charge-offs and
increased losses, which could materially affect our financial condition and results of operations.

At December 31, 2022, 2023, the Corporation’s direct exposure to PR Government Entities totaled $374 362 million, of which $327 $333 million were outstanding,
compared to $867 374 million at December 31, 2021, 2022, of which $349 327 million were outstanding. A deterioration in

Puerto Rico’s fiscal and economic situation could adversely affect the value of our Puerto Rico government obligations, resulting in losses to us. Of the amount outstanding,
$302 million $314 million consists of loans and $25 19 million are securities ($319 302 million and $30 million $25 million,

respectively, at December 31, 2021) 2022). All of the Corporation’s direct exposure outstanding at December 31, 2022 2023 were obligations from various Puerto Rico
municipalities. In most cases, these were “general obligations” of a municipality, to which the applicable municipality has pledged its good faith, credit and unlimited taxing
power, or “special obligations” of a municipality, to which the applicable municipality has pledged basic property tax or sales tax revenues. At December 31, 2022, 2023,
73% 76% of the Corporation’s exposure to municipal loans and securities was concentrated in in the municipalities of San Juan, Guaynabo, Carolina and Bayamoén.

95 and Caguas.

For additional discussion of the Corporation’s direct exposure to the Puerto Rico government and its instrumentalities and municipalities, refer to Note 24 —
Commitments and Contingencies to the Consolidated Financial Statements.

In addition, at December 31, 2022,2023, the Corporation had $251 238 million in loans insured or securities issued by Puerto Rico

governmental entities, but for which the principal source of repayment is non-governmental ($275 251 million at December 31, 2021) 2022).

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 150/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

These included $209 191 million in residential mortgage loans insured by the Puerto Rico Housing Finance Authority (“HFA”), a PR

PR

99
Government Entity (December 31, 20212022 - $232 209 million). These mortgage loans are secured by first mortgages on Puerto Rico
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residential properties and the HFA insurance covers losses in the event of a borrower default and upon the satisfaction of certain other conditions. The Corporation also
had at December31, 2022, $42 million 2023, $40 million in bonds issued by HFA which are secured by HFA second mortgage loans on which Puerto Rico residential

are secured by second mortgage loans on Puerto Rico residential properties, and for which HFA also provides insurance insurance to cover losses in the event

event of a borrower default, and upon the satisfaction of certain other conditions (December (December 31,2021 2022 - $43 million). $42 million). In the event that

the the mortgage loans insured by HFA and held by the Corporation directly or those serving serving as collateral for the HFA bonds default and the the collateral is

insufficient to satisfy the outstanding balance of these loans, HFA's ability to honor its insurance will depend, among other factors, on the financial condition of HFA at

the time such obligations become due and payable. The Corporation does not consider the government guarantee when estimating the credit losses associated with this

portfolio.

BPPR’s commercial loan portfolio also includes loans to private borrowers who are service providers, lessors, suppliers or have other relationships with the

government. These borrowers could be negatively affected by a deterioration in the fiscal and economic situation of PR Government Entities. Similarly, BPPR’s

mortgage and consumer loan portfolios include loans to government employees and retirees, which could also be negatively affected by fiscal measures, such as
employee layoffs or furloughs or reductions in pension benefits, if the fiscal and economicsituation deteriorates.

As of December 31, 2022,2023, BPPR had $15.218.1 billion in deposits from the Puerto Rico government, its instrumentalities, and municipalities. The rate at

which public deposit balances may decline is uncertain and difficult to predict. The amount and timing of any such reduction is likely to be impacted by, for example, the

speed at which federal assistance is distributed and the financial condition, liquidity and cash management practices of such entities, as well as on the ability of BPPR

to maintain these customer relationships.

The Corporation may also have direct exposure with regards to avoidance and other causes of action initiated by the Oversight

Board on behalf of the Commonwealth or other Title Ill debtors. For additional information regarding such exposure, refer to Note 24

to the Consolidated Financial Statements.

United States Virgin Islands

The Corporation has operations in the United States Virgin Islands (the “USVI") and has credit exposure to USVI government entities.

The USVI has been experiencing a number of fiscal and economic challenges, which could adversely affect the ability of its public corporations and instrumentalities to

service their outstanding debt obligations. PROMESA does not apply to the USVIand, as such,

there is currently no federal legislation permitting the restructuring of the debts of the USVI and its public corporations and instrumentalities.

To the extent that the fiscal condition of the USVI continues to deteriorate, the U.S. Congress or the Government of the USVI may enact legislation allowing for the

restructuring of the financial obligations of USVI government entities or imposing a stay on creditor remedies, including by making PROMESA applicable to the USVI.

At December 31, 2022, 2023, the Corporation had approximately $28 million in direct exposure to USVI government entities (December

31, 2021 2022 - $70 million $28 million).

British Virgin Islands

The Corporation has operations in the British Virgin Islands (“BVI"), which'has been was negatively affected by the COVID-19 pandemic,

particularly as a reduction in the tourism activity which accounts for a significant portion of its economy. Although the Corporation

has no significant exposure to a single borrower in the BVI, at December 31, 2022 December 31, 2023, it has a loan portfolio amounting to approximately
approximately $214 205 million comprised of various retail and commercial clients, compared to a loan portfolio of $221 million $214 million at December 31, 2021.
December 31, 2022.

U.S. Government

As further detailed in Notes 6 and 7 to the Consolidated Financial Statements, a substantial portion of the Corporation’s investment securities represented exposure to the
U.S. Government in the form of U.S. Government sponsored entities, as well as agency

96
mortgage-backed and U.S. Treasury securities. In addition, $1.6 billion $1.9 billion of residential mortgages, $38 million $9.2 million of SBA loans under the
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Paycheck Protection Program (“PPP”) and $72 million $80 million commercial loans were insured or guaranteed by the U.S. Government or its agencies at December 31,
2022 December 31, 2023 (compared to $1.6 billion, $353 million $38 million and $67 million $72 million, respectively, at December 31, 2021 December 31, 2022).
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Non-Performing Assets

Non-performing assets (“NPAs”) include primarily past-due loans that are no longer accruing interest, renegotiated loans, and real estate property acquired through
foreclosure. A summary, including certain credit qualitymetrics, is presented in Table 21. 23.

During 2022, 2023, the Corporation showed favorable continued to reflect credit quality normalization. Non-performing loans (“NPLs”) and net charge offs

(“NCOs”) continued below historical pre-pandemic averages. Consumer portfolios, however, reflected certain credit quality trends deterioration, particularly the
personal loans and credit cards portfolios, with delinquencies and NCOs near or exceeding pre-

pandemic levels. The auto loans portfolio also showed credit normalization, however, metrics remained below pre-pandemic levels.

The commercial and mortgage portfolios continue to operate with historically low levels levels of NCOs and decreasing NPLs. We We continue to closely closely monitor
changes in the macroeconomic environment and on borrower performance given inflationary higher pressures interest rates and geopolitical uncertainty. inflationary
pressures. However, management believes that the improvement improvements over recent years in risk management practices and the risk profile of the profile
of the Corporation’s loan portfolios positions position Popularto continue to operate successfully under the current environment.

Total NPAs decreased by $104 91 million when compared with December 31, 2021.2022. Total non-performing loans held-in-portfolio

(“NPLs") decreased by $108 82 million from December 31, 2021. 2022. BPPR’'s NPLs decreased by $112 73 million, mainly driven by lower mortgage and
commercial NPLs by $91 million and $38 million, respectively, in part offset by higher auto NPLs by $18 million. The

mortgage NPLs decrease by was $67 million. Popular U.S. NPLs decreased by $9 million from December 31, 2022, mainly due driven to the combined effects of
collection efforts, increased foreclosure activity and by lower inflows compared mortgage NPLs. with pre-pandemic At December 31, 2023, the ratio of NPLs trends.
Popular U.S. NPLs increased by $4 million from December 31, 2021, mainly in the commercial portfolio, in part due to an $11 million commercial borrower within the
healthcare industry that total loans held-in-portfolio was placed in non-accrual status and for which a partial charge-off of $8.7 million was recognized during the fourth
quarter of 2022. At December 31, 2022, the ratio of NPLs 1.0% compared to total loans 1.4%, at December

31, 2022. Other held-in-portfolio was 1.4% compared to 1.9%, at December 31, 2021. Other real estate owned loans

(“OREOSs”) increased decreased by by $4 $9 million. At December 31, 2023, 2022, NPLs secured by real estate

amounted to $303 231 million in the Puerto
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Rico operations and $33 24 million in Popular U.S. These figures were $428 303 million and $31 $33

million, respectively, at December 31, 2022.

The million, respectively, Corporation’s commercial atloan portfolio December 31,

2021.

The Corporation’s commercial loan portfolio secured by real estate (“CRE”) amounted to $9.9 billion at December 31, 2022, of which

$3.1 billion was secured with owner occupied properties, compared with $8.4 billion and $1.8 billion, respectively, at December 31,

2021. During the first quarter of 2022, the Corporation reclassified $0.9 billion of loans from the Commercial Real Estate (“CRE”)

Non-Owner-Occupied category to the CRE Owner-Occupied category. The selected loans are primarily to skilled and assisted living nursing homes where the majority of the
revenues, which are the basis for the repayment of the loans, are generated from medical and related operational activities. These loans meet the type of business and
source requirements as defined in the regulatory guidance allowing this classification. CRE NPLs amounted to $54 million 10.6 billion at December 31, 2022, 2023, of
which $3.1 billion was secured with owner occupied properties, compared with $77 9.9 million billion and $3.1 billion, respectively, at

December 31, 2022. CRE NPLs amounted to $48 million at December 31, 2023, compared with $54 million at December 31, 2021. 2022.

The CRE NPL ratios for the BPPR and Popular U.S. segments were 1.04% 0.86% and 0.12% 0.13%, respectively, at
December 31, 2023,

December 31, 2021, compared with 1.95% 1.04% and 0.04% 0.12%, respectively, at December 31, 2021 December 31, 2022.

In addition to the NPLs included in Table 21, 23, at December 31, 2022 December 31, 2023, there were $374 million $510 million of performing loans, mostly commercial loans,
which in management’s opinion, are currently subject to potential future classification as non-performing (December 31, 2021 2022

- $214 million $374 million).

For the year ended December 31, 2022, 2023, total inflows of NPLs held-in-portfolio, excluding consumer loans, remained decreased flat at by $213

approximately $74 million, million, when compared to the inflows for the same period in 2021. 2022. Inflows of NPLs held-in-portfolio at the BPPR segment increased by $22
BPPR

segment decreased by $76 million million compared to the same period in 2021, in 2022, driven by lower mortgage higher commercial and commercial construction inflows
by $38 $25 million and $9

million, each. respectively, in part offset by lower mortgage inflows by $12 million. Commercial increase incudes an $18 million inflow during the fourth quarter of 2023.
Inflows of NPLs held-in-portfolio at the Popular U.S. segment increased by $2 million segment decreased by $21 million from the same period in 2021.

2022, mainly driven by lower
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Table 21 - Non-Performing Assets
December 31, 2022

December 31, 2021
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(Dollars in thousands)

BPPR

Popular

u.S.

Popular,

Inc.

BPPR

Popular

u.S.

Popular,

Inc.

Non-accrual loans:
Commercial

$

82,171

$

10,868

$

93,039

$

98

Table 22 - Activity in Non-Performing Loans Held-in-Portfolio (Excluding Consumer Loans)
For the year ended December 31, 2022

(In thousands)
BPPR
Popular U.S.
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Popular, Inc.

Beginning balance

$

454,419

$

27,501

$

481,920

Plus:

New non-performing loans
158,128

50,754

208,882

Advances on existing non-performing loans
2,825

2,825

Less:

Non-performing loans transferred to OREO
(38,580)

(85)

(38 RARR)
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Table 24 - Activity in Non-Performing Commercial Loans Held-In-Portfolio

For the year ended December 31, 2022
(In thousands)
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BPPR

Popular U.S.

Popular, Inc.

Beginning balance - NPLs
$120,047

$5,532

$125,579

Plus:

New non-performing loans
19,476

33,861

53,337

Advances on existing non-performing loans
2,525

2,525

Less:

Non-performing loans transferred to OREO
(4,763)

(4,763)

Non-performing loans charged-off
(5,872)
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Table 27 23 - Non-Performing Assets
December 31, 2023
December 31, 2022
(Dollars in thousands)
BPPR

Popular U.S.

Popular, Inc.

BPPR

Popular U.S.

Popular, Inc.
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Table 24 - Activity in Non-Performing Construction Non-Performing Loans Held-in Held-in-Portfolio (Excluding

Consumer -Portfolio Loans)

For the year ended December 31, 2021 December 31, 2023

(In thousands)

BPPR

Popular U.S.

Popular, Inc.

Beginning balance - NPLs
$

324,562

$

31,356

$

355,918

Plus:

New non-performing loans
180,426

31,484

211,910

Advances on existing non-performing loans
681

681

Less:

Non-performing loans transferred to OREO
(36,684)
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Table 26 - Activity in Non-Performing Commercial Loans in accrual status transfer to held-for-sale Held-In-

Portfolio

For the year ended December 31, 2023
(In thousands)

BPPR

Popular U.S.

Popular, Inc.

Beginning balance - NPLs

$82,171

$10,868

$93,039

Plus:

New non-performing loans

44,542

15,533

60,075

Advances on existing non-performing loans
(7,000) 550

(7,000) 550

Less:

Non-performing loans transferred to OREO
(5,930)

- nNN\
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Table 29 - Activity in Non-Performing Construction Loans Held-in-Portfolio
For the year ended December 31, 2022

(In thousands)

BPPR

Popular U.S.

Popular, Inc.

Beginning balance - NPLs

$485

$-

$485

Less:

Loans returned to accrual status / loan collections
(485)

(485)

Ending balance - NPLs

$-

$-

$-

Table 2830 - Activity in Non-Performing Mortgage Loans Held-in-Portfolio
For the year ended December 31, 2023

(In thousands)

BPPR

Popular U.S.

Ponpular. Inc.
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Loan Delinquencies

Another key measure used to evaluate and monitor the Corporation’s asset quality is loan delinquencies. Loans delinquent 30 days or more and delinquencies, as a
percentage of their related portfolio category at December 31, 20222023 and 2021, 2022, are presented below.

Table 3032 - Loan Delinquencies

(Dollars in thousands)

20222023

20212022

Loans delinquent

30 days or more

Total loans

Total delinquencies

delinquencies as a percentage percentage of total loans
Loans delinquent

30 days or more

Total loans

Total delinquencies

delinquencies as a percentage percentage of total loans
Commercial

104

TDRs in the BPPR segment amounted to $1.6 billion, a decrease of $12 million, mostly related to lower consumer TDRs by $11

million. The Popular U.S. segment TDRs have remained essentially flat since December 31, 2021. TDRs in accruing status increased by $26 million from December 31,
2021, mostly related to an increase of $26 millionin BPPR’s mortgage TDRs, while non-accruing TDRs decreased by $39 million, mostly relatedto lower mortgage and
commercial TDRs by $26 million and $10

million, respectively.

Refer to Note 9 to the Consolidated Financial Statements for additional information on modifications considered TDRs, including certain qualitative and quantitative data
about TDRs performed in the past twelve months. experiencing financial difficulties.

Enterprise Risk Management

The Corporation’s Board of Directors has established a Risk Management Committee (“RMC”) to, among other things, assist the

Board in its (i) oversight of the Corporation’s overall risk framework and (ii) to monitor, review, and approve policies to measure, limit and manage the Corporation’s risks.
The Corporation has established a three lines of defense framework: (a) business line management constitutes the first line of defense by identifying and managing
the risks associated with business activities, (b) components of the Risk Management Group

and the Corporate Security Group, among others, act as the second line of defense by, among other things, measuring and reporting on the Corporation’s risk
activities, and (c) the Corporate Auditing Division

as the third line of defense, reporting directly to the Audit Committee of the Board, by independently providingassurance regarding the effectiveness of the risk framework.
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The Enterprise Risk Management Committee (the “ERM Committee”)is a management committee whose purpose is to: (a) monitor to oversee and the monitor Market,

Interest, Liquidity, principal risks Regulatory and Financial Compliance, BSA/AML & Sanctions, Regulatory, as defined Strategic, Operational

(including in the Fraud and Third Party Risk, Appetite Statement (‘RAS”) among of the others), Information Technology and Cyber Security, Legal, Credit, Climate and

Reputational risks, as defined in the Risk Appetite Statement of the Risk Management Policy affecting our business and within the Corporation’s Enterprise

Risk Management (“ERM”) framework, (b) review key risk indicators and related developments at the business level consistent with the RAS, and (c) lead the

incorporation of a uniform Governance, Risk and Compliance

framework across the Corporation. framework. The ERM Committee and the Enterprise Risk Management Department in the Financial Risk Management Department in
the Financial and

Operational Risk Management Division (the “FORM Division”), in coordination with the Chief Risk Officer, create the framework to identify and manage multiple and

cross-enterprise risks, and cross-enterprise risks, and to articulate the RAS and supportingmetrics.

Our risk management program monitors the following principal risks: credit, interest rate, market, liquidity, operational, cyber and information security,

climate, legal, regulatory affairs, regulatory and financial compliance, BSA/ AML & sanctions, strategic and reputational.

The Enterprise Risk Management Department has established a process to ensure that an appropriate standard readiness assessment is performed before we

launch a new product or service. Similar procedures are followed with the Treasury Division for transactions involving the purchase and sale of assets, and by the Mergers

and Acquisitions Divisionfor acquisition transactions.

The Asset/Liability Committee (“ALCO”), composed of senior management representatives from the business lines and corporate functions, and the Corporate Finance

Group, are responsible for planning and executing the Corporation’s market, interest rate risk,

funding activities and strategy, as well as for implementing approved policies and procedures. The ALCO also reviews the

Corporation’s capital policy and the attainment of the capital management objectives. In addition, the Financial Risk, Corporate

Insurance & Advisory Department independently measures, Department independently measures, monitors and reports compliance with liquidity and market risk policies,

and oversees controls surrounding interest risk measurements.

The Corporate Compliance Committee, comprised of senior management team members and representatives from the Regulatory
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and Financial Compliance Division and the Financial Crimes Compliance Division, among others, are responsible for overseeing and assessing the adequacy of the
risk management processes that underlie Popular’s compliance program for identifying,

assessing, measuring, monitoring, testing, mitigating, and reporting compliance risks. They also supervise Popular’s reporting obligations under the compliance
program so as to ensure the adequacy, consistency and timeliness of the reporting of compliance-

related risks across the Corporation.

The Regulatory Affairs team is responsible for maintaining an open dialog with the banking regulatory agencies in order to ensure regulatory regulatory risks are properly
identified, measured, monitored, as well as communicated to the appropriate regulatory agency as necessary asto necessary to keep them apprised of material matters
within the purview of these agencies.

105
The Credit Strategy Committee, composed of senior level management representatives from the business lines and corporate functions, and the Corporate Credit
Risk Management Division, are responsible for monitoring credit risk management activities both at the corporate level and across all Popular subsidiaries to ensure the
Corporate development Creditand consistent application of credit risk policies, processes and procedures that measure, limit and manage credit risks, while seeking
to maintain the effectiveness and efficiency of the operating and businesses processes.
The Corporation’s Operational Risk Committee (‘ORCO”) composed of senior level management representatives from the business lines and corporate functions,
provide executive oversight of the operational risk management activities of Popular and its subsidiaries to ensure the development and consistent application of
operational risk policies, processes, and procedures that measure, limit, and manage operational risks while maintaining the effectiveness and efficiency of the
operating and business processes. The FORM Division, within the Risk Management Division, Group, are serves as ORCO'’s operating arm and is responsible for
managing the Corporation’s overall credit exposure by establishing policies, standards and guidelines that define, quantify and monitor credit risk and assessingthe
adequacy of the allowance for credit losses.
The Corporation’s Operational Risk Committee (‘ORCO”) and the Cyber Security Committee, which are composed of senior level management representatives from the
business lines and corporate functions, provide executive oversight to facilitate consistency of effective policies, best practices, controls and monitoring tools for
managing and assessing all types of operational risks across the Corporation. The FORM Division, within the Risk Management Group, serves as ORCO's operating arm
and is responsible for establishing baseline processes to measure, monitor, limit and manage operational risk.

The Corporate Security Group (“CSG”"), under the direction of the Chief Security Officer, leads all efforts pertaining to cybersecurity,

enterprise fraud and data privacy, including developing strategies and oversight processes with policies and programs that mitigate compliance, operational, strategic,
financial and reputational risks associated with the Corporation’s and our customers’ data and assets.

The Information Technology and Cyber Risk Committee, composed of senior management representatives from the business lines and corporate functions, the
Information Technology Division and the CSG, are responsible for the oversight and monitoring of information technology and cybersecurity risks, mitigation
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strategies, actions and controls, key risk metrics, and information technology and cyber incidents that may result in operational, compliance and reputational risks.
The Chief Security Officer also leads co-

chairs the Information Technology & Cyber Security Committee. Risk Committee along with the Chief Information & Digital Strategy Officer.

The Corporate Legal Division, in this context, has the responsibility of assessing, monitoring, managing and reporting with respect to legal risks, including those related to
litigation, investigationsand other material legal matters.

The Corporation has also established an ESG Committee whose purpose and responsibility is to oversee the Corporation's ESG

strategies and support the development and consistent application of policies, processes and procedures that measure, limit and
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manage ESG matters and risks. The ESG Committee also assesses ESG-related considerations in the credit approval process of commercial credit applications.

The processes of strategic risk planning and the evaluation of reputational risk are on-going processes through which continuous data gathering and and analysis are
performed. In order to ensure strategic strategic risks are properly identified and monitored, monitored, the Corporate

Strategy and Transformation Division, which reports to the Corporation’s Chief Operations Officer, performs periodic assessments regarding corporate strategic priority
initiatives, such as the Corporation’s transformation initiative and other emerging issues. The

Acquisitions and Corporate Investments Division continuously assesses potential strategic transactions. The Corporate

Communications Division is responsible for the monitoring, management and implementation of action plans with respect to reputational risk issues.

Popular’s capital planning process integrates the Corporation’s risk profile as well as its strategic focus, operating environment, and other factors that could materially
affect capital adequacy in hypothetical highly-stressed business scenarios. Capital ratio targets and triggers take into consideration the different risks evaluated under
Popular’s risk management framework.

In addition to establishing a formal process to manage risk, our corporate culture is also critical to an effective risk management function. Through our Code of Ethics,
the Corporation provides a framework for all our employees to conduct themselves with the highest integrity.

ADOPTION OF NEW ACCOUNTING STANDARDS AND ISSUED BUT NOTYET EFFECTIVE ACCOUNTING STANDARDS

Refer to Note 3, “New Accounting Pronouncements” to the Consolidated Financial Statements.
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Statistical Summary 2022-2021 2023-2022

Statements of Financial Condition
At December 31,

(In thousands)

2022 2023

2021 2022

Assets:

Cash and due from banks

$

469,501 420,462

$

428,433 469,501

Money market investments:
Time deposits with other banks
5,614,595 6,998,871
17,536,719 5,614,595

Total money market investments
5,614,595 6,998,871
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Statistical Summary 2020-2022 2021-2023

Statements of Operations
For the years ended December 31,
(In thousands)

2023

2022

2021

2020

Interest income:

Loans

$

2,331,654

$

1,876,166

$

1,747,827

$

1,742,390

Money market investments
366,625

118,080

21,147

19,721

Investment securities
547,028

471,665

353,663
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Report of Management on Internal Control Over Financial Reporting

The management of Popular, Inc. (the “Corporation”) is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules
13a - 15(f) and 15d - 15(f) under the Securities Exchange Act of 1934 and for our assessment of internal control over financial reporting. The Corporation’s internal control
over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with accounting principles generally accepted in the United States of America, and includes controls over the preparation of
financial statements in accordance with the instructions to the Consolidated Financial Statements for Bank Holding

Companies (Form FR Y-9C) to comply with the reporting requirements of Section 112 of the Federal Deposit Insurance Corporation

Improvement Act (FDICIA). The Corporation’s internal control over financial reporting includes those policies and procedures that:
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(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Corporation;

(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with accounting

principles generally accepted in the United States of America, and that receipts and expenditures of the Corporation are being made only in accordance with authorizations

of management and directors of the Corporation; and

(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Corporation’s assets that could have a

material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the

degree of compliance with the policies or procedures may deteriorate.

The management of Popular, Inc. has assessed the effectiveness of the Corporation’s internal control over financial reporting as of

December 31, 2022.2023. In making this assessment, management used the criteria set forth in the Internal Control-Integrated

Framework (2013) issued by the Committee of Sponsoring Sponsoring Organizations of the Treadway Commission (COSO).

Based on our assessment, management concluded that the Corporation maintained effective internal control over financial reporting as of December 31, 2022 December

31, 2023 based on the criteria referred to above.

The Corporation’s independent registered public accounting firm,

PricewaterhouseCoopers LLP

, has audited the effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2022, December 31, 2023, as stated in their report dated
March 1, 2023 February 29, 2024

which appears herein.

Ignacio Alvarez

Carlos J. Vazquez

President and

Executive Vice President

Chief Executive Officer

and Chief Financial Officer

le.bpop-20231231p115i0
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Report of Independent Registered Public Accounting Firm
To

the

Board of Directors and Stockholders of Popular, Inc.

Opinions on the Financial Statements and Internal Control over Financial Reporting
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We have audited the accompanying consolidated statements of financial condition of Popular, Inc. and its subsidiaries (the “Corporation”) as
of December 31, 20222023 and 2021,2022, and the related consolidated statements of operations, comprehensive income (loss) income, ,
changes in stockholders’ equity and cash flows for each of the three years in the period ended December 31, 2022, 2023, including the related notes
(collectively referred to as the “consolidated financial statements”). We also have audited the Corporation's internal control over financial
reporting as of

December 31, 2022, 2023, based on criteria established in Internal Control - Integrated Framework (2013) issued by the

Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Corporation
as of December 31, 2022 2023 and 2021, 2022, and the results of its operations and its cash flows for each of the three years in the period ended
December 31, 20222023 in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the
Corporation maintained, in in all material respects, effective internal control over financial reporting as of December 31, 2022, 2023, based on criteria
established in

Internal Control - Integrated Framework (2013) issued by the COSO.

Change in Accounting Principle

As discussed in Note 3

to the consolidated financial statements, the Corporation changed the manner in which it accounts for its allowance for credit losses in 2020.

Basis for Opinions

The Corporation's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying Report of
Management on Internal Control over Financial Reporting. Our

responsibility is to express opinions on the Corporation’s consolidated financial statements and on the Corporation’s internal control over financial
reporting based on our audits. We are a public accounting firm registered with the

Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Corporation in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and

whether effective internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated
financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a
test basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. Our audit of internal control over financial reporting included obtaining an

111

understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk. Our

audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide a
reasonable basis for our opinions.
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Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.
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Management's assessment and our audit of Popular,

Inc.'s internal control over financial reporting also included controls over the preparation of financial statements in accordance with the instructions to

the Consolidated Financial Statements for Bank Holding Companies (Form FR Y-

9C) to comply with the reporting requirements of Section 112 of the Federal Deposit Insurance Corporation

Improvement Act (FDICIA). A company’'s internal control over financial reporting includes those policies and procedures that (i) pertain to the

maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii)

provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with

generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized

acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.

Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in

conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matters matter communicated below are mattersis a matter arising from the current period audit of the consolidated financial

statements that were was communicated or required to be communicated to the audit committee and that (i)

relate relates to accounts or disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging,

subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated financial

statements, taken as a whole, and we are not, by communicating the critical audit matters matter below, providing a separate opinions opinion on

the critical audit matters matter or on the accounts or disclosures to which they relate. it relates.

Allowance for Credit Losses on Loans Held-in-Portfolio - Quantitative Models, and Qualitative Adjustments to the

Puerto Rico Commercial Portfolios

As described in Notes 2 and 9 to the consolidated financial statements, the Corporation follows the current expected credit loss (“CECL") model, to

establish and evaluate the adequacy of the allowance for credit losses (“ACL”") to provide for expected losses in the loan portfolio. As of December

31, 2022, 2023, the allowance for credit losses was $720 $729

million on total loans of $3234 billion. This CECL model establishes a forward-looking methodology that reflects the expected credit losses over

the lives of financial assets. The quantitative modeling framework includes competing risk models competing risk models to generate lifetime defaults
and prepayments, and other loan level modeling techniques to estimate loss severity. As part of this methodology, management evaluates

various macroeconomic scenarios, and may apply probability weights to the outcome of the selected scenarios. The ACL also includes a

qualitative framework that addresses losses that are expected but not captured within the quantitative modeling framework. In order to identify

potential losses that are not captured through the models, management evaluated model limitations as well as the different risks risks covered by by

the variables used in each quantitative quantitative model. To complement the analysis, management also evaluated sectors that have low levels of

historical defaults, but current conditions show the potential for future losses.

112
The principal considerations for our determination that performing procedures relating to the allowance for credit losses on loans held-in-portfolio
guantitative models, and qualitative adjustments to the Puerto Rico commercial portfolios is a critical audit matter are (i) the significant judgment
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are

(i) the significant judgment by management in determiningto the allowance for credit losses,

including qualitative adjustments to the Puerto Rico portfolios, which in turn led to a high degree of auditor effort,

judgment, and subjectivity in performing procedures and evaluating audit evidence relating to the allowance for credit losses, including management's
selection of macroeconomic scenarios and probability weights applied; and (ii) the audit effort involved the use of professionals with specialized skill
and knowledge. Addressing the matter involved performing procedures and evaluating probability weights applied; and (ii) the audit effort involved the
use of professionals with specialized skill and knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our

our overall opinion on the

consolidated financial statements. These procedures included testing the effectiveness of

controls relating to the the allowance for credit losses for loans held-in-portfolio, including qualitative adjustments to the
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Puerto Rico commercial portfolios.

These procedures also included, among others, testing management's process for estimating the allowance for credit losses by by (i) evaluating the

appropriateness of the methodology, including models used used for estimating the ACL; (i)

evaluating the reasonableness of management's selection of various macroeconomic scenarios including probability

weights applied to the expected loss outcome of the selected

macroeconomic scenarios; (iii) evaluating the reasonablenessrezfsdheblgueiative adjustments to Puerto Rico

commercial portfolios allowance for credit losses; and (iv) testing the data used in the allowance for credit losses.

losses. Professionals with specialized skill and knowledge were used to

assist in evaluating the appropriateness of the

methodology and models, the reasonableness of management's

selection and weighting of macroeconomic

scenarios used to estimate current expected credit losses and reasonableness of the qualitative adjustments to Puerto Rico portfolios allowance for credit

losses.

Goodwill Annual Impairment Assessment - Banco Popular de Puerto Rico and Popular Bank Reporting Units

As described in Note 15 to the consolidated financial statements, the Corporation’s consolidated goodwill balance was $827 million as of December 31,

2022, of which a significant portion relates to the Banco Popular de Puerto Rico

(“BPPR”) and Popular Bank (“PB") reporting units. Management conducts an impairment test as of July 31 of each year and on a more frequent basis if

events or circumstances indicate an impairment could have taken place. In

determining the fair value of each reporting unit, management generally uses a combination of methods, including market price multiples of

comparable companies and transactions, as well as discounted cash flow analysis.

Management evaluates the particular circumstances of each reporting unit in order to determine the most appropriate valuation methodology and the

weights applied to each valuation methodology, as applicable. The computations require management to make estimates, assumptions and

calculations related to: (i) a selection of comparable publicly traded companies, based on the nature of business, location and size; (ii) a selection
of comparable acquisitions, (iii) calculation of average price multiples of relevant value drivers from a group of selected comparable companies and

acquisitions; (iv) the discount rate applied to future earnings, based on an estimate reasonableness of the costqualitative of equity; (v) the potential

future earnings of the reporting units; and (vi) the market growth and new business assumptions. Furthermore, as part of the analyses,

management performed a reconciliation of the aggregate fair values determined for the reporting units adjustments to the market capitalization of the

Corporation concluding that the fair value results determined for the reporting units were reasonable.

The principal considerations for our determination that performing procedures relating to goodwill annual impairment assessments of the Banco Popular de

Puerto Rico and Popular Bank reporting units is a critical audit matter are (i)

the significant judgment by management when determining the fair value measurements of the reporting units, which in turn led to a high degree of

auditor judgment, subjectivity, and effort in performing procedures and evaluating evidence relating to the calculation of average price multiples of

relevant value drivers from a group of selected comparable companies and acquisitions; the potential future earnings of the reporting unit; the

estimated cost of equity; and the market growth and new business assumptions; and (ii) the audit effort involved the use of professionals with

specialized skill and knowledge. Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our
overall opinion on the consolidated financial statements.

These procedures included testing the effectiveness of controls relating to management’s goodwill impairment assessment process, including

controls over the valuation of Banco Popular de Puerto Rico and Popular Bank

reporting units. These procedures also included, among others, (i) testing management’s process commercial portfolios allowance for determining the fair

value estimates of Banco Popular de Puerto Rico and Popular Bank reporting units; (ii) evaluating the appropriateness of the discounted cash

flow analyses and guideline public companies methodologies including the weights applied to each valuation method; (iii) testing the underlying data

used in the estimates; (iv) evaluating the

L+.bpop-20221231p113i0
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appropriateness of the calculation of average price multiples of relevant value drivers from a group of selected comparable companies and
acquisitions; and (v) evaluating the potential future earnings of the reporting units; the

estimated cost of equity; and the market growth and new business assumptions, including whether the assumptions used by management were
reasonable considering, as applicable, (i) the current and past performance of the reporting units; (ii) the consistency with external market and
industry data; and (iii) whether these assumptions were consistent with evidence obtained in other areas of the audit. Professionals with specialized skill
and knowledge were used to assist in evaluating the appropriateness of the methods and the reasonableness of certain significant assumptions.
credit losses.

San Juan, Puerto Rico

March 1, 2023 February 29, 2024

We have served as the Corporation’s auditor since 1971, which includes periods before the Corporation became subject to SEC reporting requirements.
CERTIFIED PUBLIC ACCOUNTANTS

(OF PUERTO RICO)

License No. LLP-216 Expires Dec. 1, 2025

Stamp E497972 E548240 of the P.R. Society of
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POPULAR, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

December 31,

December 31,

(In thousands, except share information)
2022 2023

2021 2022

Assets:

Cash and due from banks

$

ABAEAA AN Acn
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1206
POPULAR, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) INCOME

(UNAUDITED)

Years ended December 31,

(In thousands)

2023

2022

2021

2020

Net income

$

541,342

$

1,102,641

$

934,889

$

506,622

Other comprehensive income (loss) income beforetax:
Foreign currency translation adjustment
(7,793)

10,572

3,947

(14,471)

Adjustment of pension and postretirementbenefit plans
23,052

7,811

36,950

(9,032)

Amortization of net losses

19,253

15,644

20,749

21,447

Unrealized net holding gains (losses) gains on debtsecurities arising during the period

391,633
(2 520 121)
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POPULAR, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
Accumulated
other

Common
Preferred
Retained
Treasury
comprehensive
(In thousands)
stock stock
Surplus
earnings stock

income (loss) income
Tntal
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POPULAR, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

VYearce andad NDaremhar 21
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119123

Acquisition of premises and equipment
(208,044)

(103,789)

(72,781)

(60,073)

Proceeds from insurance claims

-145

366 -

Proceeds from sale of:

Premises and equipment and other productive assets
8,658

10,305

21,482

26,548

Foreclosed assets

109,547

107,203

86,942

77,521

Net cash (used in) provided by (used in) investing activities
(2,613,407)

5,350,200

(10,518,650)

(13,068,146)

Cash flows from financing activities:
Net increase (decrease) increase in:
Deposits

2,365,451

(5,770,261)

10,138,617

13.102.028

120124
Notes to Consolidated Financial Statements

Note 1 -

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

184/225

REFINITIV [<


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Nature of Operations and Basis of Presentation
121125

Note 2 -

Summary of Significant Accounting Policies
122126

Note 3 -

New Accounting Pronouncements

133137

Note 4 -

Business Combination Combinations
137143

Note 5 -

Restrictions on Cash and Due from Banks and Certain Securities

141145

Note 6 -

Debt Securities Available-For-Sale
142146

Note 7 -

Debt Securities Held-to-Maturity
145149

Note 8 -

Loans

148153

Note 9 -

Allowance for Credit Losses — Loans Held-In-Portfolio
157163

Note 10 -

Mortgage Banking Activities
179192

Note 11 -

Transfers of Financial Assets and Mortgage Servicing Assets
180193

Note 12 -

Premises and Equipment

183196

Note 13 -

Other Real Estate Owned

184197

Note 14 -

Other Assets

185198

Note 15 -

Goodwill and Other Intangible Assets
186199

Note 16 -

Deposits

190203
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Note 1 - Nature of Operations and basis of Presentation
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Nature of Operations

Popular, Inc. (the “Corporation” or “Popular”) is a diversified, publicly-owned financial holding company subject to the supervision
and regulation of the Board of Governors of the Federal Reserve System. The Corporation has operations in Puerto Rico, the
mainland United States (“U.S.”) and the U.S. and British Virgin Islands. In Puerto Rico, the Corporation provides retail, mortgage,
and commercial banking services, through its principal banking subsidiary, Banco Popular de Puerto Rico (“BPPR”), as well as
investment banking, broker-dealer, auto and equipment leasing and financing, and insurance services through specialized
subsidiaries. In the mainland U.S., the Corporation provides retail, mortgage and commercial banking services through its New
York-chartered banking subsidiary, Popular Bank (“PB” or “Popular U.S.”), which has branches located in New York, New Jersey
and Florida, investment and insurance services and equipment leasing and financing services through Popular specialized Equipment
Finance (“PEF”), a wholly owned subsidiary subsidiaries.

of PB based in Minnesota.

Basis of Presentation

Leveraging the completion of the Evertec Transactions, as defined in Note 4 to the Consolidated Financial Statements, the
Corporation embarked on a broad-based multi-year, technological and business process transformation during the second half of
2022. The needs and expectations of our clients, as well as the competitive landscape, have evolved, requiring us to make
important investments in our technological infrastructure and adopt more agile practices. Our technology and business
transformation will be a significant priority for the Corporationover the next three years and beyond.

As part of this transformation, we aim to expand our digital capabilities, modernize our technology platform, and implement agile and
efficient business processes across the entire Corporation. To facilitate the transparency of the progress with the transformation
initiative and to better portray the level of technology related expenses categorized by the nature of the expense, effective in the
fourth quarter of 2022, the Corporation has separated technology, professional fees and transactional and items processing related
expenses as standalone expense categories in the accompanying Consolidated statement of operations. There were no changes to
the total operating expenses presented. Prior periods amount in the financial statements and related disclosures have been
reclassified to conform to the current presentation.

The following table provides the detail of the reclassifications for each respective year: the year.

2021
2020

Year ended December 31,
2021

F“l)‘fgg”égu%{%@%wqal\lﬁgal&e&ountmg policies

Aj Le-P s .ounting and financial reporting policies of Popular, Inc. and its subsidiaries (the “Corporation”) conform with accounting
A&‘:ﬂ's"\é"'es generally accepted in the United States of America and with prevailing practices within the financial services industry.
The followut%gj description of the most significant of these policies:

solidation
A‘dp,lstnmw financial statements include the accounts of Popular, Inc. and its subsidiaries. Intercompany accounts and
Ata I Qf have been eliminated in consolidation. In accordance with the consolidation guidance for variable interest entities, the

poration would also consolidate any variable interest entities (“VIEs”) for which it has a controlling financial interest; and
Etﬂé‘kﬁﬁéang BERARSEBeneficiary. Assets held in a fiduciary capacity are not assets of the Corporation and, accordingly, are not
$|nc|uded in the Consolidated Statements of Financial Condition.

n olidated investments, in which there is at least 20% ownership and / or the Corporation exercises significant influence, are
géeﬁe ly accounted for by the equity method with earnings recorded in other operating income. Limited partnerships are also
$accounted for by the equity method unless the investor'sinterest is so “minor” that the limited partner may have virtually no influence

ership operating and financial policies. These investments are included in other assets and the Corporation’s
propongzate share of income or loss is included in other operating income.
$Statutory business trusts that are wholly-owned by the Corporation and are issuers of trust preferred securities are not consolidated in
Sggg}g)oration’s Consolidated Financial Statements.

$

88,932
¢ Business combinations

(56,418)ess combinations are accounted for under the acquisition method. Under this method, assets acquired, liabilities assumed and
$ any noncontrolling interest in the acquiree at the acquisition date are measured at their fair values as of the acquisition date. The
32M§£‘!1|S|t|on date is the date the acquirer obtains control. Transaction costs are expensed as incurred. Contingent consideration
Prgfggg?n% sae:fve'ﬁ?%lffsegt or a liability is remeasured to fair value at each reporting reporting date until the contingency is is resolved. The
43@@@5n fair value of the contingent consideration are recognized in earnings unless the arrangement is a hedging instrument for

1222 W B BV IV AN

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

187/225
REFINITIV [<


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

\ﬂféhkﬁzﬂbes are initially recognized in other comprehensive income income. (loss). Refer to Note 4 for information of
1RBiE8d combinations completed by the Corporation for the years presented.

394,122

(251!.79?.) estimates in the preparation of financial statements

132,414 . . . o U : : )
I'he preparation of financial statements in conformity with accounting principles generally accepted in the United States of America

T%ﬁm@@m%@m%%m@r@sm&rbﬁggssumptions that affect the reported amounts of assets and liabilities and contingent

- assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the
i eriod. Actual results could differ from those estimates.

27rYRP

Fair value measurements
ration determines the fair values of its financial instruments based on the fair value framework established in the guidance
for Fair Value Measurements in Accounting in ASC Standards Codification (“ASC”) Subtopic 820-10, which requires an entity to

~ maximize the use maximize of observable inputs and minimize the use of observable inputs and minimize the use of unobservable

263,8865 when measuring fair value. Fair value is defined as the
263,88

P@és&?‘@a%ﬁhs@&gﬁl Rrire that would be received for an asset or paid to transfer a liability (an (an
- exit price) in the principal or most advantageous market for the asset or liability market for the
1asser liability in an orderly transaction between market participants on the measurement
1datgeThe standard describes three levels of inputs that may be used to measure fair value
-which are (1) quoted market prices for identical assets or liabilities in active markets, (2)
ﬁ%:%g_gervable market-based inputs or unobservable inputs that are corroborated by market data,
caf@n@jons

zg!@sqvable inputs that may be are used not to corroborated measure by market data. The fair value which are (1) quoted
réb ices for identical assets or liabilities in active markets, (2)

(:Lrilias a[ﬁe market-based inputs or unobservable inputs that are corroborated by market data, and (3) unobservable inputs that are

143 B8oborated by market data. The fair value hierarchy ranks the quality and reliability of the of the information used to

23’4961(9 fair values.

(16"" guidance in ASC Subtopic 820-10 also addresses measuring fair value in situations where markets are inactive and

13> gsactions are not orderly. Transactions or quoted prices for assets and liabilities may not be determinative of fair value when

ofiaf operating @sehpgisorderly, and thus, may require adjustments to estimate fair value. Price quotes based on transactions that are

y should be given little, if any, weight in measuring fair value. Price quotes based on transactions that are orderly shall be

condidered in determining fair value, and the weight given is based on facts and circumstances. If sufficient information is not

(443&5@)0 determine if price quotes are based on orderly transactions, less weight should be given to the price quote relative to

ggmggmsactions that are known to be orderly.

128,882

(47,533)

81,349

Net effect on operating expenses
$

665,184

$

123127
Investment securities
$ Investment securities are classified in four categories andaccounted for as follows:

665,184
§

Debt securities that the Corporation has the intent and ability to hold to maturity are classified as debt securities securities held-

635,432

$ maturity and reported at amortized cost. An ACL is established for the expected credit losses over the remaining term of debt
= securities held-to-maturity. The Corporation has established a methodology to estimate credit losses whichconsiders qualitative
$ factors, including internal credit ratings and the underlying source of repayment in determining the amount of expected credit
63?&@%5. Debt securities held-to-maturity are written-off through the ACL when a portion or the entire amount is deemed
uncollectible, based on the information considered to develop expected credit losses through the life of the asset. The ACL is

estimated by leveraging the expected loss framework for mortgages in the case of securities collateralized by 2
nd

lien loans and the commercial C&l models for municipal bonds. As part of this framework, internal factors are stressed, as a
qualitative adjustment, to reflect current conditions that are not necessarily captured within the historical loss experience. The
modeling framework includes a 2-year reasonable and supportable period gradually reverting, over a over 3-years horizon, to
historical information at the model input level. The Corporation’s portfolio of held-to-

maturity securities includes U.S. Treasury notes and obligations from the U.S. Government. These securities have an explicit or
implicit guarantee from the U.S. government, are highly rated by major rating agencies, and have a long history of no credit losses.
Accordingly, the Corporation applies a zero-credit loss assumption and no ACL for these securities has been established. The
Corporation may not sell or transfer held-to-maturity securities without calling into question its intent to hold other debt securities
to maturity, unless a 3-years nonrecurring horizon, or tounusual historical event informationthat at the model input level. The
Corporation may could not sell or transfer held-to-maturity securities without calling into question its intent to hold other debt
securities to maturity, unless a nonrecurring or unusual event that could not have been reasonably anticipated has occurred.

(]
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Debt securities classified as trading securities are reported at fair value, with unrealized and realized gains and losses included
in non-interest income.
(]

Debt securities classified as available-for-sale are reported at fair value. Declines in fair value below the securities’
amortized cost which are not related to estimated credit losses are recorded through other comprehensive income or loss,
net of taxes. If the Corporation intends to sell or believes it is more likely than not that it will be required to sell the debt security, itis

written down to fair value through earnings. Credit losses relating to available-for-sale debt securities are recorded through an
ACL, which are limited to the difference between the amortized cost and the fair value of the asset.
The ACL is established for the expected credit losses over the remaining term of debt security. The Corporation’s portfolio of available-
for-sale securities is comprised mainly of U.S. Treasury notes and obligations from the U.S. Government.
These securities have an explicit or implicit guarantee from the U.S. government, are highly rated by major rating agencies,
and have a long history of no credit losses. Accordingly, the Corporation applies a zero-credit loss assumption and no ACL for these
securities has been established. The Corporation monitors its securities portfolio composition and credit performance on a quarterly
basis to determine if any allowance is considered necessary. Debt securities available-
for-sale are written-off when a portion or the entire amount is deemed uncollectible, based on the information considered to develop
expected credit losses through the life of the asset. The specific identification method is used to determine realized gains and
losses on debt securities available-for-sale, which are included in net (loss) gain on sale of debt securities in the Consolidated
Statements of Operations.

L]

Equity securities that have readily available fair values are reported at fair value. Equity securities that do not have readily
available fair values are measured at cost, less any impairment, plus or minus changes resulting from observable price changes in
orderly transactions for the identical or a similar investment of the same issuer. Stock that is owned by the
Corporation to comply with regulatory requirements, such as Federal Reserve Bank and Federal Home Loan Bank
(“FHLB") stock, is included in this category, and their realizable value equals their cost. Unrealized and realized gains and losses and
any impairment on equity securities are included in net gain (loss), including impairment on equity securities in the Consolidated
Statements of Operations. Dividend income from investments in equity securities is included in interest income.

The amortization of premiums is deducted and the accretion of discounts is added to net interest income based on the interest
method over the outstanding period of the related securities. Purchases and sales of securities are recognized on a trade date
basis.

Derivative financial instruments

All derivatives are recognized on the Statements of Financial Condition at fair value. The Corporation’s policy is not to offset the fair
value amounts recognized for multiple derivative instruments executed with the same counterparty under a master netting
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arrangement nor to offset the fair value amounts recognized for the right to reclaim cash collateral (a receivable) or the obligation to
return cash collateral (a payable) arising from the same master netting arrangement as the derivative instruments.
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‘or a cash flow hedge, changes in the fair value of the derivative instrument are recorded net of taxes in accumulated other
:omprehensive income/ income (loss) and subsequently reclassified reclassified to net income (loss) in the same period(s) that the
ledgedtransaction impacts impacts earnings. For free-standing derivative instruments, changes in fair values are reported in current
)eriod earnings.

>rior to entering a hedge transaction, the Corporation formally documents the relationship between hedging instruments and
ledged items, as well as the risk management objective and strategy for undertaking various hedge transactions. This process
ncludes linking all derivative instruments to specific assets and liabilities on the Statements of Financial Condition or to specific
orecasted transactions or firm commitments along with a formal assessment, at both inception of the hedge and on an ongoing
)asis, as to the effectiveness of the derivative instrument in offsetting changes in fair values or cash flows of the hedged item.
{edge accounting is discontinued when the derivative instrument is not highly effective as a hedge, a derivative expires, is sold,
erminated, when it is unlikely that a forecasted transaction will occur or when it is determined that it is no longer appropriate. When
1edge accounting is discontinued the derivative continuesto be carried at fair value with changes in fair value included in earnings.
tffective on January 1, 2023, the Corporation discontinued the hedge accounting treatment of certain forward contracts for which
he changes in fair value were recorded, net of taxes, in accumulated other comprehensive income (loss) and subsequently
eclassified to net income in the same period that the hedged transaction impacted earnings. As a result of this change, the changes
1 the fair value of these forward contracts are being recorded through netincome. The Corporation utilizes forward contracts to
ledge the sale of mortgage-backed securities with duration terms over one month. Interest rate forwards are contracts for the
lelayed delivery of securities, which the seller agrees to deliver on a specified future date at a specified price or yield. These
orward contracts are hedging a forecasted transaction and thus qualify for cash flow hedge accounting.

3ased on the election to apply fair value accounting for its mortgage loans held for sale, effective on January 1, 2023, the
orporation discontinued the hedge accounting since the changes in the fair value of the loans are expected to be offset by the
:hanges in the fair value of the forward contract, both of which are now recorded through net income.

-or non-exchange traded contracts, fair value is based on dealer quotes, pricing models, discounted cash flow methodologies or
similar techniques for which the determination of fair value may require significant management judgmentor estimation.

"he fair value of derivative instruments considers the risk of non-performance by the counterparty or the Corporation, as applicable.
"he Corporation obtains or pledges collateral in connection with its derivative activities when applicable under the agreement
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the extent that the loan's reduction in value has not already been provided for in the ACL, an additional provision for credit losses is
recorded. Subsequent to reclassification to held-for-sale, the amount, by which cost exceeds fair value, if any, is accounted for as a
valuation allowance with changes therein included in the determination of netincome for the period in which the change occurs.
Effective on January 1, 2023, newly originated mortgage loans held-for-sale are reported at fair value, with changes recorded
through earnings.

The past due status of a loan is determined in accordance with its contractual repayment terms. Furthermore, loans are reported as
past due when either interest or principal remains unpaid for 30 days or more in accordance with its contractual repayment terms.
Non-accrual loans are those loans on which the accrual of interest is discontinued. When a loan is placed on non-accrual status, all
previously accrued and unpaid interest is charged against interest income and the loan is accounted for either on a cash-basis
method or on the cost-recovery method. Loans designated as non-accruing are returned to accrual status when the Corporation
expects repayment of the remaining contractual principal and interest.

Recognition of interest income on commercial and construction loans is discontinued when the loans are 90 days or more in arrears on
payments of principal or interest or when other factors indicate that the collection of principal and interest is doubtful. The portion of a

secured loan deemed uncollectible is charged-off no later than 365 days past due. However, in the case of a collateral
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lependent loan, the excess of the recorded investment over the fair value of the collateral (portion deemed uncollectible) is

jenerally promptly charged-off, but in any event, not later than the quarter following the quarter in which such excess was first

ecognized. Commercial unsecured loans are charged-off no later than 180 days past due. Recognition of interest income on
nortgage loans is generally discontinued when loans are 90 days or more in arrears on payments of principal or interest. The
)ortion of a mortgage loan deemed uncollectible is charged-off when the loan is 180 days past due. The Corporation discontinues
he recognition of interest on residential mortgage loans insured by the Federal Housing Administration (“FHA”") or guaranteed by
he U.S. Department of Veterans Affairs (“VA") when 15-months delinquent as to principal or interest. The principal repayment on
hese loans is insured. Recognition of interest income on closed-end consumer loans and home equity lines of credit is discontinued

vhen the loans are 90 days or more in arrears on payments of principal or interest. Income is generally recognized on open-end

:onsumer loans, except for home equity lines of credit, until the loans are charged-off. Recognition of interest income for lease
inancing is ceased when loans are 90 days or more in arrears. Closed-end consumer loans and leases are charged-off when they
re 120 days in arrears. Open-end (revolving credit) consumer loans are charged-off when 180 days in arrears. Commercial and
:onsumer overdrafts are generally charged-off no later than 60 days past their due date.

\ loan classified as a troubled modified with debt restructuring (“TDR”) is financial difficulties is typically in non-accrual status at the

ime of the modification. The TDR
Jan continues in non-accrual status at until the time of the modification. These loans continue in non-accrual status until the

)orrower has demonstrated a willingnessdemonstrated a and ability to make the restructured loan payments (at willingness and ability

0 make the restructured loan payments (at least six months of sustained performance after the modification (or (or one year for
sans providing for quarterly or semi- semi-annual payments)) and annual payments)) and management has concluded that it is
robable that itis probable that the borrower would not be in payment default in the foreseeable future.

.oan modifications

n connection with the implementation of the Accounting Standards Update (“ASU") 2022-02, the Corporation modified its policy
elated to loan modifications. As discussed in Note 3, the new accounting guidance eliminates the recognition and measurement
rinciple of troubled debt restructurings (TDRs).

\ modification is subject to disclosure under the new ASU when the Corporation separately concludes that both of the following
:onditions exist: 1) the debtor is experiencing financial difficulties and 2) the modification constitutes a reduction in the interest rate

n the loan, a payment extension, a forgiveness of principal, or a more-than-insignificant payment delay. Determination that a

)orrower is experiencing financial difficulties involves a degree of judgment.

“he identification of loan modifications to debtors with financial difficulties is critical in the determination of the adequacy of the ACL.
"he ASU 2022-02 eliminates the requirement to use a discounted cash flow (“DCF”) approach to estimated credit losses for
nodified loans with borrowers experiencing financial difficulties. The entity can apply a methodology similar to the one used for
oans that were not modified. The Corporation applied a modified retrospective transition method for the implementation of ASU
'022-02 which resulted in a reduction of approximately $

16

million ($

'9

million net of tax) in the reserve which was recorded as an adjustment to the beginning balance of retained earnings.

Refer to Note 9 to the Consolidated Financial Statements for additional qualitative information on loan modifications and the
oreseeable future. Corporation’s determination of the ACL.
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The Corporation leases passenger and commercial vehicles and equipment to individual and corporate customers. The finance
method of accounting is used to recognize revenue on lease contracts that meet the criteria specified in the guidance for leases in
ASC Topic 842. Aggregate rentals due over the term of the leases less unearned income are included in finance lease contracts
receivable. Unearned income is amortized using a method which results in approximate level rates of return on the principal

amounts outstanding. Finance lease origination fees and costs are deferred and amortized over the average life of the lease as an

adjustment to the interest yield.

Revenue for other leases is recognized as it becomesdue under the terms of the agreement.

Loans acquired with deteriorated credit quality

Purchased credit deteriorated (“PCD”) loans are defined as those with evidence of a more-than-insignificant deterioration in credit
quality since origination. PCD loans are initially recorded at its purchase price plus an estimated allowance for credit losses (“ACL").
Upon the acquisition of a PCD loan, the Corporation makes an estimate of the expected credit losses over the remaining contractual
term of each individual loan. The estimated credit losses over the life of the loan are recorded as an ACL with a corresponding

addition to the loan purchase price. The amount of the purchased premium or discount which is not related to credit risk is is amortized
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over the life of the loan through net interest income using the effective interest method or a method that approximates the effective
interest method. Changes in expected credit losses are recorded as an increase or decrease to the ACL with a corresponding
charge (reverse) to the provision for credit losses in the Consolidated Statement of Operations. These loans follow the same
nonaccrual policies as non-PCD loans. Modifications of PCD loans that meet the definition of a TDR are accounted and reported as
such following the same processes as non-PCD loans.

Refer to Note 8

to the Consolidated Financial Statements for additional information with respect to loans acquired with deteriorated credit quality.

Accrued interest receivable

The amortized basis for loans and investments in debt securities is presented exclusive of accrued interest receivable. The
Corporation has elected not to establish an ACL for accrued interest receivable for loans and investments in debt securities, given
the Corporation’s non-accrual policies, in which accrual of interest is discontinued and reversed based on the asset’s delinquency
status.

Allowance for credit losses — loans portfolio

The Corporation establishes an ACL for its loan portfolio based on its estimate of credit losses over the remaining contractual term of

the loans, adjusted for expected prepayments. An ACL is recognized for all loans including originated and purchased loans, since
inception, with a corresponding charge to the provision for credit losses, except for PCD loans for which the ACL at acquisition is
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ecorded as an addition to the purchase price with subsequent changes recorded in earnings. Loan losses are charged and

ecoveries are credited to the ACL.

"he Corporation follows a methodology to estimate the ACL which includes a reasonable and supportable forecast period for
sstimating credit losses, considering quantitative and qualitative factors as well as the economic outlook. As part of this
nethodology, management evaluates various macroeconomic scenarios provided by third parties. At December 31,

1022, 2023,

nanagement applied probability weights to the outcome of the selected scenarios. This evaluation includes benchmarking

rocedures as well as careful analysis of the underlying assumptions used to build the scenarios. The application of probability
veights include baseline, optimistic and pessimistic scenarios. The weights applied are subject to evaluation on a quarterly basis as
)art of the ACL's governance process. The Corporation considers additional macroeconomic scenarios as part of its qualitative
djustment framework.

"he macroeconomic variables chosen to estimate credit losses were selected by combining quantitative procedures with expert
Jdgment. These variables were determined to be the best predictors of expected credit losses within the Corporation’s loan

)ortfolios and include drivers such as unemployment rate, different measures of employment levels, house prices, gross domestic
oduct and measures of disposable income, amongst others. The loss estimation framework includes a reasonable and
supportable period of 2 years for PR portfolios, gradually reverting, over a 3-years horizon, to historical macroeconomic variables at
he model input level. For the US portfolio the reasonable and supportable period considers the contractual life of the asset,

mpacted by prepayments, except for the US CRE portfolio. The US CRE portfolio utilizes a 2-year reasonable and supportable
)eriod gradually reverting, over a 3-years horizon, to historical information at the output level.

"he Corporation developed loan level quantitative models distributed by geography and loan type. This segmentation was
letermined by evaluating their risk characteristics, which include default patterns, source of repayment, type of collateral, and

131

lending channels, amongst others. The modeling framework includes competing risk models to generate lifetime defaults and
prepayments, and other loan level modeling techniques to estimate loss severity. Recoveries on future losses are contemplated as
part of the loss severity modeling. These parameters are estimated by combining internal risk factors with macroeconomic
expectations. In order to generate the expected credit losses, the output of these models is combined with loan level repayment
information. The internal risk factors contemplated within the models may include borrowers’ credit scores, loan-to-value,
delinquency status, risk ratings, interest rate, loan term, loan age and type of collateral, amongstothers.

The ACL also includes a qualitative framework that addresses two main components: losses that are expected but not captured
within the quantitative modeling framework, and model imprecision. In order to identify potential losses that are not captured through
the models, management evaluates model limitations as well as the different risks covered by the variables used in each
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quantitative model. The Corporation considers additional macroeconomic scenarios to address these risks. This assessment takes
into consideration factors listed as part of ASC 326-20-55-4. To complement the analysis, management also evaluates whether
there are sectors that have low levels of historical defaults, but current conditions show the potential for future losses. This type of
qualitative adjustment is more prevalent in the commercial portfolios. The model imprecision component of the qualitative
adjustments is determined after evaluating model performance for these portfolios through different time periods. This type of
qualitative adjustment mainly impacts consumer portfolios.

The Corporation has designated as collateral dependent loans secured by collateral when foreclosure is probable or when
foreclosure is not probable but the practical expedient is used. The practical expedient is used when repayment is expected to be
provided substantially by the sale or operation of the collateral and the borrower is experiencing financial difficulty. The ACL of
collateral dependent loans is measured based on the fair value of the collateral less costs to sell. The fair value of the collateral is
based on appraisals, which may be adjusted due to their age, and the type, location, and condition of the property or area or general
market conditions to reflect the expected change in value between the effective date of the appraisal and the measurement date.

In the case of troubled debt restructurings (“TDRs”), the established framework captures the impact of concessions through
discounting modified contractual cash flows, both principal and interest, at the loan’s original effective rate. The impact of these
concessions is combined with the expected credit losses generated by the quantitative loss models in order to arrive at the ACL. As
aresult, the ACL related to TDRs is impacted by the expected macroeconomic conditions.

The Credit Cards portfolio, due to its revolving nature, does not have a specified maturity date. To estimate the average remaining
term of this segment, management evaluated the portfolios payment behavior based on internal historical data. These payment
behaviors were further classified into sub-categories that accounted for delinquency history and differences between transactors,
revolvers and customers that have exhibited mixed transactor/revolver behavior. Transactors are defined as active accounts without
any finance charge in the last 6 months. The paydown curves generated for each sub-category are applied to the outstanding
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ixposure at the measurement date using the first-in first-out (FIFO) methodology. These amortization patterns are combined with
oan level default and loss severity modeling to arrive at the ACL.

roubled debt restructurings

\ restructuring constitutes a TDR when the Corporation separately concludes that both of the following conditions exist: 1) the
estructuring constitute a concession and 2) the debtor is experiencing financial difficulties. The concessions stem from an
igreement between the Corporation and the debtor or are imposed by law or a court. These concessions could include a reduction in
he interest rate onthe loan, payment extensions, forgiveness of principal, forbearance or other actions intended to maximize
:ollection. A concession has been granted when, as a result of the restructuring, the Corporation does not expect to collect all
imounts due, including interest accrued at the original contract rate. If the payment of principal is dependent on the value of
:ollateral, the current value of the collateral is taken into consideration in determining the amount of principal to be collected;
herefore, all factors that changed are considered to determine if a concession was granted, including the change in the fair value of
he underlying collateral that may be used to repay the loan. Classification of loan modifications as TDRs involves a degree of
Jdgment. Indicators that the debtor is experiencing financial difficulties which are considered include: (i) the borrower is currently in
lefault on any of its debt or it is probable that the borrower would be in payment default on any of its debt in the foreseeable future
vithout the modification; (ii) the borrower has declared or is in the process of declaring bankruptcy; (iii) there is significant doubt as to
whether the borrower will continue to be a going concern; (iv) the borrower has securities that have been delisted, are in the
rocess of being delisted, or are under threat of being delisted from an exchange; (v) based on estimates and projections that only
:ncompass the borrower’s current business capabilities, it is forecasted that the entity-specific cash flows will be insufficient to
iervice the debt (both interest and principal) in accordance with the contractual terms of the existing agreement through maturity;
ind (vi) absent the current modification, the borrower cannot obtain funds from sources other than the existing creditors at an
ffective interest rate equal to the current market interest rate for similar debt for a non-troubled debtor. The identification of TDRs is
ritical in the determination of the adequacy of the ACL.

\loan may be restructured in a troubled debt restructuring into two (or more) loan agreements, for example, Note A and Note B.
lote A represents the portion of the original loan principal amount that is expected to be fully collected along with contractual
qterest. Note B represents the portion of the original loan that may be considered uncollectible and charged-off, but the obligation is
10t forgiven to the borrower. Note A may be returned to accrual status provided all of the conditions for a TDR to be returned to
wccrual status are met. The modified loans are considered TDRs.

Refer to Note 9 to the Consolidated Financial Statements for additional qualitative information on TDRs and the Corporation’s
letermination of the ACL.

Reserve for unfunded commitments

The Corporation establishes a reserve for unfunded commitments, based on the estimated losses over the remaining term of the
‘acility. An allowance is not established for commitments that are unconditionally cancellable by the Corporation. Accordingly, no
‘eserve is established for unfunded commitments related to its credit cards portfolio. Reserve for the unfunded portion of credit
commitments is presented within other liabilities in the Consolidated Statements of Financial Condition. Net adjustments to the
‘eserve for unfunded commitments are reflected in the Consolidated Statements of Operations as provision for credit losses for the
years ended December 31, 2022 December 31, 2023 and 2021. 2022.

Transfers and servicing of financial assets

The transfer of an entire financial asset, a group of entire financial assets, or a participating interest in an entire financial asset in
which the Corporation surrenders control over the assets is accountedfor as a sale if all of the following conditions set forth in ASC
Topic 860 are met: (1) the assets must be isolated from creditors of the transferor, (2) the transferee must obtain the right (free of
conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred assets, and (3) the transferor
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servicing liabilities, if applicable; initially measures at fair value assets obtained and liabilities incurred in a sale; and recognizes in
):arnings any gain or loss on the sale.

132

The guidance on transfer of financial assets requires a true sale analysis of the treatment of the transfer under state law as if the
Corporation was a debtor under the bankruptcy code. A true sale legal analysis includes several legally relevant factors, such as the
nature and level of recourse to the transferor, and the nature of retained interests in the loans sold. The analytical conclusion as to a
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true sale is never absolute and unconditional, but contains qualifications based on the inherent equitable powers of a bankruptcy
court, as well as the unsettled state of the common law. Once the legal isolation test has been met, other factors concerning the
nature and extent of the transferor’s control over the transferred assets are taken into account in order to determine whether
derecognition of assets is warranted.

The Corporation sells mortgage loans to the Government National Mortgage Association (‘GNMA”) in the normal course of business
and retains the servicing rights. The GNMA programs under which the loans loans are sold allow the Corporation to repurchase
individual delinquent loans that meet certain criteria. At the Corporation’s option, and without GNMA's prior authorization, the

Corporation may repurchase the delinquent loan for an amount equal to 100% of the remaining principal balance of the loan. Once

the Corporation
has the unconditional ability to repurchase the delinquent loan, the Corporation is deemed to have regained effective control over
the loan and recognizes the loan on its balance sheet as well as an offsetting liability, regardless of the Corporation’s intent to

repurchase the loan.
Servicing assets

The Corporation periodically sells or securitizes loans while retaining the obligation to perform the servicing of such loans. In
addition, the Corporation may purchase or assume the right to service loans originated by others. Whenever the Corporation
undertakes an obligation to service a loan, management assesses whether a servicing asset or liability should be recognized. A
servicing asset is recognized whenever the compensation for servicing is expected to more than adequately compensate the
servicer for performing the servicing. Likewise, a servicing liability would be recognized in the event that servicing fees to be
received are not expected to adequately compensate the Corporation for its expected cost. Mortgage servicing assets recorded at
fair value are separately presented on the Consolidated Statements of Financial Condition.

All separately recognized servicing assets are initially recognized at fair value. For subsequent measurement of measurement of
servicing rights, the

Corporation has elected the fair value method for mortgage loans servicing rights (“MSRs"). Under the fair value measurement
method, MSRs are recorded at fair value each reporting period, and changes in fair value are reported in mortgage banking
activities in the Consolidated Statement of Operations. Contractualservicing fees including ancillary income and late fees, as well as
fair value adjustments, are reported in mortgage banking activities in the Consolidated Statement of Operations. Loan servicing
fees, which are based on a percentage of the principal balances of the loans serviced, are credited to income as loan payments are
collected.

The fair value of servicing rights is estimated by using a cash flow valuation model which calculates the present value of estimated
future net servicing cash flows, taking into consideration actual and expected loan prepayment rates, discount rates, servicing costs,
and other economic factors, which are determined based on current market conditions.

Premises and equipment

Premises and equipment are stated at cost less accumulated depreciation and amortization. Depreciation is computed on a straight-
line basis over the estimated useful life of each type of asset. Amortization of leasehold improvementsis computed over the terms of
the respective leases or the estimated useful lives of the improvements, whichever is shorter. Costs of maintenance and repairs
which do not improve or extend the life of the respective assets are expensed as incurred. Costs of renewals and betterments are
capitalized. When assets are disposed of, their cost and related accumulated depreciation are removed from the accounts and any
gain or loss is reflected in earnings as realized or incurred, respectively.

The Corporation capitalizes interest cost incurred in the construction of significant real estate projects, which consist primarily of

facilities for its own use or intended for lease. The amount of interest cost capitalized is to be an allocation of the interest cost

incurred during the period required to substantially complete the asset. The interest rate for capitalization purposes is to be based on
a weighted average rate on the Corporation’s outstanding borrowings, unless there is a specific new borrowing associated with the

asset. Interest cost capitalized for the years ended December 31, 2023, 2022 2021 and 2020 2021 was not significant.

The Corporation recognizes right-of-use assets (‘ROU assets”) and lease liabilities relating to operating and finance lease
arrangements in its Consolidated Statements of Financial Condition within other assets and other liabilities, respectively. For finance
leases, interest is recognized on the lease liability separately from the amortization of the ROU asset, whereas for operating leases
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Lsingle lease cost is recognized so that the cost of the lease is allocated over the lease term on a straight-line basis. Impairments
in ROU assets are evaluated under the guidance for impairment or disposal of long-lived assets. The Corporation recognizes gains
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on sale and leaseback transactions in earnings when the transfer constitutes a sale, and the transaction was at fair value. value.
Refer to

Maopea /B éatioé Cogdbibasddimancial Statements for additional information on operating and finance lease arrangements.

The Corporation evaluates for impairment its long-lived assets to be held and used, and long-lived assets to be disposed of,
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable and records a
write down for the difference between the carrying amount and the fair value less costs to sell.

Other real estate

Other real estate, received in satisfaction of a loan, is recorded at fair value less estimated costs of disposal. The difference
between the carrying amount of the loan and the fair value less cost to sell is recorded as an adjustment to the ACL. Subsequent to
foreclosure, any losses in the carrying value arising from periodic re-evaluations of the properties, and any gains or losses on the
sale of these properties are credited or charged to expense in the period incurred and are included as OREO expenses. The cost of
maintaining and operating such properties is expensedas incurred.

Updated appraisals are obtained to adjust the value of the other real estate assets. The frequency depends on the loan type and
total credit exposure. The appraisal for a commercial or construction other real estate property with a book value value equal to or
greater than $1 million is updated annually and if lower than $1 million it is updated every two years. For residential mortgage
properties, the

Corporation requests appraisals annually.

Appraisals may be adjusted due to age, collateral inspections, property profiles, or general market conditions. The adjustments
applied are based upon internal information such as other appraisals for the type of properties and/or loss severity information that
can provide historical trends in the real estate market and may change from time to time based on market conditions.

Goodwill and other intangible assets

Goodwill is recognized when the purchase price is higher than the fair value of net assets acquired in business combinations under
the purchase method of accounting. Goodwill is not amortized but is tested for impairment at least annually or more frequently if
events or circumstances indicate possible impairment. If the carrying amount of any of the reporting units exceeds its fair value, the
Corporation would be required to record an impairment charge for the difference up to the amount of the goodwill. In determining the
fair value of each reporting unit, the Corporation generally uses a combination of methods, including market price multiples of
comparable companies and transactions, as well as discounted cash flow analysis. Goodwill impairment losses are recorded as part of
operating expenses in the Consolidated Statements of Operations.

Other intangible assets deemed to have an indefinite life are not amortized but are tested for impairment using a one-step process
which compares the fair value with the carrying amount of the asset. In determiningthat an intangible asset has an indefinite life, the
Corporation considers expected cash inflows and legal, regulatory, contractual, competitive, economic and other factors, which
could limit the intangible asset’s useful life.

Other identifiable intangible assets with a finite useful life, mainly core deposits, are amortized using various methods over the
periods benefited, which range from 5 to 10 years. These intangibles are evaluated periodically for impairment when events or
changes in circumstances indicate that the carrying amount may not be recoverable. Impairments on intangible assets with a finite
useful life are evaluated under the guidance forimpairment or disposal of long-lived assets.

Assets sold / purchased under agreements to repurchase/ resell

Repurchase and resell agreements are treated as collateralized financing transactions and are carried at the amounts at which the
assets will be subsequently reacquired or resold asspecified in the respective agreements.

It is the Corporation’s policy to take possession of securities purchased under agreements to resell. However, the counterparties to
such agreements maintain effective control over such securities, and accordingly those securities are not reflected in the
Corporation’s Consolidated Statements of Financial Condition. The Corporation monitors the fair value of the underlying securities as
compared to the related receivable, including accruedinterest.

It is the Corporation’s policy to maintain effective control over assets sold under agreements to repurchase; accordingly, such
securities continue to be carried on the Consolidated Statements of Financial Condition.
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The Corporation may require counterparties to depositadditional collateral or return collateral pledged, when appropriate.

Software
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Capitalized software is stated at cost, less accumulated amortization. Capitalized software includes purchased software and
capitalizable application development costs associated with internally-developed software. Amortization, computed on a straight-line
method, is charged to operations over the estimated useful life of the software. Capitalized software is included in “Other assets” in
the Consolidated Statement of Financial Condition.

Guarantees, including indirect guarantees of indebtedness toto others

The estimated losses to be absorbed under the credit recourse arrangements are recorded as a liability when the loans are sold and
are updated by accruing or reversing expense (categorized in the line item “Adjustments (expense) to indemnity reserves on loans
sold” in the Consolidated Statements of Operations) throughout the life of the loan, as necessary, when additional relevant
information becomes available. The methodology used to estimate the recourse liability considers current conditions,
macroeconomic expectations through a 2-years reasonable and supportable period, gradually reverting to historical macroeconomic
variables through a at 2-years reasonable the and supportable model period, gradually input reverting level over a 3-years horizon to
historical loss experience, 3-years, portfolio composition by risk characteristics, amongst other factors. Statistical

methods are used to estimate the recourse liability. Expected loss rates are are applied to

different loan segmentations. The expected loss, which represents the

the amount expected to be lost lost on a given loan, considers the probability of of default and loss severity. The reserve for the
estimated reserve for the estimated losses under the credit recourse arrangements is presented separately within other
2billies, Nolhe ,

?[%%Ss%l_'r?/astﬁ)qsks}gt?é%%pé%gfag 83&041'#8’[%‘10%}%@&“ a?s%s rgauc_tion of stockholders’ equity in the Consolidated Statements of Financial
EnRRsh SRR REISF 1edNeiSeA? 5P Db SCIRMIRIRY fINFNS AL ENRP LR HACTBERS IO JHIINSS BiF Hos LIS A Quaralisee:
retirement, the excess of the cost of the treasury stock over its par value is recorded entirely to surplus. At reissuance, the difference
between the consideration received upon issuance andthe specific cost is charged or credited to surplus.

Revenues from contract with customers
Refer to Note 32 for a detailed description of the Corporation’s policies on the recognition and presentation of revenues from
contract with customers.

Foreign exchange

Assets and liabilities denominated in foreign currencies are translated to U.S. dollars using prevailing rates of exchange at the end of
the period. Revenues, expenses, gains and losses are translated using weighted average rates for the period. The resulting

foreign currency translation adjustment from operations for which the functional currency is other than the U.S. dollar is reported in

accumulated other comprehensive loss, income (loss), except for highly inflationary environments in which the effects are

included in other other operating expenses.

The Corporation holds interests in Centro Financiero BHD Leén, S.A. (“BHD Leén”) in the Dominican Republic. The business of
BHD Le6n is mainly conducted in their country’s foreign currency. The resulting foreign currency translation adjustment from these

operations is reported in accumulated other comprehensiveloss. (loss) income (loss).

Refer to the disclosure of accumulated other comprehensiveincome (loss) included in Note 22.

Income taxes
The Corporation recognizes deferred tax assets and liabilities for the expected future tax consequences of events that have been
recognized in the Corporation’s financial statements or tax returns. Deferred income tax assets and liabilities are determined for
differences between financial statement and tax bases of assets and liabilities that will result in taxable or deductible amounts in the
future. The computation is based on enacted tax laws and rates applicable to periods in which the temporary differences are
expected to be recovered or settled.
The guidance for income taxes requires a reduction of the carrying amounts of deferred tax assets by a valuation allowance if,
based on the available evidence, it is more likely than not (defined as a likelihood of more than 50 percent) that such assets will not be
realized. Accordingly, the need to establish valuation allowances for deferred tax assets is assessed periodically by the
Corporation based on the more likely than not realization threshold criterion. In the assessment for a valuation allowance,
appropriate consideration is given to all positive and negative evidence related to the realization of the deferred tax assets. This

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 203/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

131
1ssessment considers, among others, all sources of taxable income available to realize the deferred tax asset, including the future
eversal of existing temporary differences, the future taxable income exclusive of reversing temporary differences and carryforwards,
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taxable income in carryback years and tax-planning strategies. In making such assessments, significant weight is given to evidence
that can be objectively verified.

The valuation of deferred tax assets requires judgment in assessing the likely future tax consequences of events that have been
recognized in the Corporation’s financial statements or tax returns and future profitability. The Corporation’s accounting for deferred
tax consequences represents management'’s best estimate of those future events.

Positions taken in the Corporation’s tax returns may be subject to challenge by the taxing authorities upon examination. Uncertain
tax positions are initially recognized in the financial statements when itis more likely than not (greater than 50%) that the position
will be sustained upon examination by the tax authorities, assuming full knowledge of the position and all relevant facts. The amount of
unrecognized tax benefit may increase or decrease in the the future for various reasons including adding amounts for current tax year
positions,

expiration of open income tax returns due to the statute of limitations, changes in management’s judgment about the level of
uncertainty, including addition or elimination of uncertain tax positions, status of examinations, litigation, settlements with tax
authorities and legislative activity.

The Corporation accounts for the taxes collected from customers and remitted to governmental authorities on a net basis (excluded
from revenues).

Income tax expense or benefit for the year is allocated among continuing operations, discontinued operations, and other
comprehensive income (loss), as applicable. The amount allocated to continuing operations is the tax effect of the pre-tax income or
loss loss from continuing operations that occurred during the year, plus or minus income tax effects of (a) changes in
circumstances that cause a change in judgment about the realization of deferred tax assets in future years, (b) changes in tax
laws or rates, (c)

changes in tax status, and (d) tax-deductible dividends paid to stockholders, subject to certain exceptions.

Employees’ retirement and other postretirement benefitplans

Pension costs are computed on the basis of accepted actuarial methods and are charged to current operations. Net pension costs

are based on various actuarial assumptions regarding future experience under the plan, which include costs for services rendered
during the period, interest costs and return on plan assets, as well as deferral and amortization of certain items such as actuarial
gains or losses.

The funding policy is to contribute to the plan, as necessary, to provide for services to date and for those expected to be earned in
the future. To the extent that these requirements are fully covered by assets in the plan, a contribution may not be made in a
particular year.

The cost of postretirement benefits, which is determined based on actuarial assumptions and estimates of the costs of providing

these benefits in the future, is accrued during the years that the employee renders the requiredservice.

The guidance for compensation retirement benefits of ASC Topic 715 requires the recognition of the funded status of each defined

pension benefit plan, retiree health care and other postretirement benefit plans on the Consolidated Statements of Financial

Condition.

Stock-based compensation
The Corporation opted to use the fair value method of recording stock-based compensation as described in the guidance for
employee share plans in ASC Subtopic 718-50.

Comprehensive income

Comprehensive income (loss) is defined as the change in equity of a business enterprise during a period from transactions and
other events and circumstances, except those resulting from investments by owners and distributions to owners. Comprehensive
income (loss) is separately presented in the Consolidated Statements of Comprehensive Income.

Net income per common share

Basic income per common share is computed by dividing net income adjusted for preferred stock dividends, including undeclared or
unpaid dividends if cumulative, and charges or credits related to the extinguishment of preferred stock or induced conversions of
preferred stock, by the weighted average number of common shares outstanding during the year. Diluted income per common share
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akes into consideration the weighted average common shares adjusted for the effect of stock options, restricted stock, performance
ihares and warrants, if any, using the treasury stock method.

Statement of cash flows
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For purposes of reporting cash flows, cash includescash on hand and amounts due from banks, includingrestricted cash.
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133Note 3 - New accounting
pronouncements
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Recently Adopted Accounting Standards Updates

Standard
Description
Date of adoption

Effect on the financial statements

FASB ASU 2022-06, 2023-04,

Reference Rate Reform Liabilities (Topic 405) -
(Topic 848) - Deferral of Amendments to SEC
the Sunset Date of Topic Paragraphs Pursuant to

848 SEC Staff Accounting
Bulletin No. 121

The FASB Financial Accounting Standards Board

("FASB") issued Accounting Standards

Update ("ASU" (“ASU”) 2022-06 2023-04 in December

2022, which defers the sunset date of August Topic 2023

848 from which December 31, amends 2022 to paragraphs December

31, within  2024. ASC

Topic 848 provided optional guidance 405 to ease clarify the potentialaccounting burdenand

disclosure for obligations to safeguard
Crypto-Assets held by an entity for its platform users.

August 2023

The Corporation was not impacted by the adoption of this ASU since it does not hold crypto-assets for its platform users.

FASB ASU 2023-03,
Presentation of Financial
Statements (Topic 205),
Income Statement—
Reporting Comprehensive
Income (Topic 220),
Distinguishing Liabilities
from Equity (Topic 480),
Equity (Topic 505), and
Compensation—Stock
Compensation (Topic 718)
- Amendments to SEC
Paragraphs Pursuant to
SEC Staff Accounting
Bulletin No. 120, SEC
Staff Announcement at the
March 24, 2022 EITF
Meeting, and Staff
Accounting Bulletin Topic
6.B, Accounting Series
Release 280—General
Revision of Regulation S-
X: Income or Loss
Applicable to Common
Stock

The FASB issued ASU 2023-03 in July

accounting for (or recognizing the effects of) 2023 which amends or supersedes various reference rate reform on financial
r134rting. SEC paragraphs within the Codification to

December 21, 2022 conform to past SEC announcements and guidance which updated SAB Topics 5.T,

14, and 6. B.
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July 1, 2023 Financial Instruments — Credit Losses (Topic 326)

The CHBonatiue\appliest tofiztedtibgtbets adegsiored ot :ASUti2022-06t duringrtheafourthtquarter 0hs2022 sincesrithadfadoptede
FASB thisosABs$. CE2020-04 plishes a forward-looking methodology that reflects the expected credit losses over the lives of financial
Reference Rate \Reform (Topicis848) in: first acquired or originated. Under the revised methodology, credit losses are measured
December 2021, as disclosed in Note 21s and reasonable and supportable forecasts that affect the collectability of financial assets.
toECLtheso rcConsolidatecbproFinanciakcognizing credit losses for available-for-sale securities by replacing the direct write-down
StatementsitincludedicirvéFormal0-Kafor thel yearirendedaDecembero31e 2021.nt at which the security’s fair value is less than the
ThertCorporatiom ceased, originatingvides that the initial allowance for credit losses on purchased credit deteriorated (“PCD”)
LIBOR-basedtscontractseinrDecember increase to the purchase price, with subsequent changes to the allowance recorded as a
2021. loss expense. The standards also expand credit quality disclosures. These accounting standards updates were effective on
FASB ASU 2021-05,or to the adoption of CECL, the Corporation followed a systematic methodology to establish and evaluate the
Leases (Topic 842),wance for credit losses to providefor probable losses in the loan portfolio.

Lessors — Certain Leases), the Corporation recorded an increase in its allowance for credit losses related to its loan portfolio of $
with Variable Lease

Paymentsd a decrease of $

The FASB issued ASU 2021-05 in July

2021, which amends ASC Topicc842 so thablessorsdcan:oclassifyzras «operating rleasessthoserleases withhvariablerleaser payments
that,ilipriorTite (theseraamendments,)gwouldhaveldbeerceclassifiedt asssassales-typeinortdirect financing lease and at inception a
loss would have been recognized.

January 1, 20220 its held-to-maturity debt securities portfolio. The adoption of CECL was recognized under the modified

Then Corporatiomiwashnothimpactedibyetheisadoptiom ofcASUh2021-05sduringetheldirstnquarteriofii2022sesineas liedoesinots hold
directafinancing cleases) withavariable lease payments.; of the year of implementation, net of income taxes, except for

FASB ASU 2021-04,

Earnings per Share (Topic

260), Debt — Modifications-eviously accounted under ASC Subtopic 310-30, which resulted in a reclassification between certain
and Extinguishmentsaccounts to the allowance for credit losses. The total impact to retained earnings, net of tax, related to the
(Subtopic 470-50),

Compensation — Stock

Compensation (Topic

718), and Derivatives andoption of CECL, the Corporation made the election to break the existing pools of purchased credit
Hedging — Contracts inand, as such, these loans are no longer excluded from non-performing status.

Entity’s Own Equity

(Subtopic 815-40):

Issuer’s Accounting for

Certain Modifications or

Exchanges of

Freestanding Equity-

Classified Written Call

Options (a consensus of the FASB Emerging

Issues Task Force)

The FASB issued ASU 2021-04 in May

2021, which clarifies the accounting for a modification or an exchange of a freestanding equity-classified written call
option that remains equity classified after a modification or exchange and the related

EPS effects of such transaction if recognized as an adjustment to equity.

January 1, 2022

The Corporation was not impacted by the adoption of ASU 2021-04 during the first quarter of 2022 since it does not hold
freestanding equity-classified written call options under the scope of this codifies previous guidance.

FASB ASU 2020-06, Debt

— Debt with Conversion

and other Options

(Subtopic 470-20) and

Derivatives and Hedging —

Contracts in Entity’s Own

Equity (Subtopic 815-40):

Accounting for Convertible

Instruments and Contracts

in an Entity’s Own Equity

The FASB issued ASU 2020-06 in August

2020 which, among other things, simplifies the accounting for convertible instruments and contracts in an entity’s own equity and
amends the diluted EPS computation for these instruments.

January 1, 2022

The Corporation adopted ASU 2020-06

during the first quarter of 2022. There

was no material impact upon the adoption in the analysis of the accelerated share repurchase transaction
discussed in Note 17, which was classified as an equity instrument and the related potential shares were considered in its dilutive
earnings per share calculation.

135
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\ccounting Standards Updates Not Yet Adopted

Standard

description

Date of adoption

zffect on the financial statements

FASB ASU 2022-05,

Financial Services -

nsurance (Topic 944) -

Transition for Sold

Contracts

"he FASB issued ASU 2022-05 in

december 2022, which allows an insurance entity to make an an accounting policy election of applying the Long-Duration
Contracts

LDTI) transition guidance on a transaction-

)y-transaction basis if the contracts have been derecognized because of a sale ordisposal and the insurance entity has no
significant continuing involvement with the derecognized contract.

lanuary 1, 2023

"he Corporation does was not expect to be impacted by

he adoption of this ASU 2022-05 during standard the first quarter of 2023 since it does does not holds Long- hold Long-
duration Contracts

Duration Contracts (LDTI).

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 211/225
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

138

FASB ASU 2022-04,

Liabilities—Supplier

Finance Programs

(Subtopic 405-50) -

Disclosure of Supplier

Finance Program

Obligations

The FASB issued ASU 2022-04 in

September 2022, which requires to disclose information about the use of supplier finance programs in connection with the
purchase of goods and services.

January 1, 2023

The Corporation does was not expectto be impacted by

the adoption of this ASU 2022-04starwdait does not use supplier finance programs.

FASB ASU 2022-03, Fair

Value Measurement

(Topic 820) Fair Value

Measurement of Equity

Securities Subject to

Contractual Sale

Restriction

The FASB issued ASU 2022-03 in June

2022, which clarifies that a contractual restriction that prohibits the sale of an equity security is not considered part of the unit of
account of the equity security, therefore, is not considered in measuring its fair value.

The ASU also provides enhanced disclosures for equity securities subject to a contractual sale restriction.
January 1, 2024

The Corporation does not anticipate thatuse the supplier adoption finance programs.
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Recently Adopted Accounting Standards Updates

Standard

Description

Date of adoption

Effect on the financial statements this accounting pronouncement will have a material effect in its consolidated statement of
financial condition and results of operations.

FASB ASU 2022-02,

Financial Instruments—

Credit Losses (Topic 326)

- Troubled Debt

Restructurings and

Vintage Disclosures

The FASB issued ASU 2022-02 in March

2022, which eliminates the accounting guidance for troubled debt restructurings
(“TDRs”) in  Subtopic 310-40ASC  Receivables—

Troubled Subtopic  310-40

Receivables—Troubled Debt Restructurings

by Creditors Restructurings by Creditors

and requires creditors to apply

apply the loan

refinancing and restructuring

guidance to determinedetenetimer a modification results in aanew loan or a continuation of
an existing loan. In addition,

the ASU enhances the disclosure disclosure requirements for certain loan refinancing

refinancing and restructurings by creditors

when a

borrower is experiencing financial difficulty difficulty and enhances the vintage

disclosure by

requiring the disclosure of current-period current-period gross write-offs by year of origination

for origination for financing receivables and net investments investments in leases.

January 1, 2023

The Corporation adopted ASU 2022-02

during the first quarter of 2023. The

adoption of this standard will resultin enhanced resulted in enhanced disclosure for loans modified modified to borrowers with
financial difficulties difficulties and the disclosure of period grosscharge offs by vintage year. The

Corporation anticipates that there will be loans subject to disclosure under the new standard that did not qualify under the prior
guidance given the removal of the concession requirement for such disclosures. The amended guidance eliminates eliminated
the requirement to measure the effect of the concession from a loan modification, for which the Corporation

used a discounted cash flow (“DCF”)

model. The Corporation impact of preliminarily estimates that the impact of discontinuing the use of the DCF model to
measure the concession will resultin a release use of the ACL DCF model to measure the concession resulted in a release of the
allowance for credit losses ("ACL") of

$

46
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approximately

$45 million, mainly mainly related to to mortgage loans for which modifications mostly included a reduction in contractual

interest rates and given the extended maturity term of these loans, thisresulted in an increase in the ACL inthe period of
modification. The For the transition method related to the recoanition and measurement of TDRs.
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\ccounting Standards Updates Not Yet Adopted

standard

description

Date of adoption

zffect on the financial statements January 1,

2023.

FASB ASU 2022-01,

derivatives and Hedging

Topic 815) — Fair Value

{edging—~Portfolio Layer

Aethod

"he FASB issued ASU 2022-01 in March

2022, which amends ASC Topic 815 by allowing non prepayable financial assets also to be included in a closed portfolio
1edged using the portfolio layer method.

"his amendment permits an entity to apply fair value hedging to a stated amount of a closed portfolio of prepayable and non-
yrepayable  financial assets  without considering prepayment risk or credit risk when measuring those assets.
January 1, 2023

"he Corporation does was not expectto be impacted by

he adoption of this ASU

itandard 2022-01 since it does not hold does not hold derivatives designated as fair value fair value hedges.
"ASB ASU 2021-08,

3usiness Combinations

Topic 805) — Accounting

or Contract Assets and

Contract Liabilities from

Contracts with Customers

"he FASB issued ASU 2021-08 in October

2021, which amends ASC Topic 805 by requiring contract assets and contract liabilities arising from revenue contract with
:ustomers to be recognized in accordance with ASC Topic 606 on the acquisition date instead of fair value.

January 1, 2023

Jpon The adoption Corporation was not impacted by the adoption of ASU 2021-08, however,

t will consider this ASU,guidance The for

orporation will consider this guidance for revenue contracts with customers recognized as part of business
:ombinations entered into on or after the effective date.
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Accounting Standards Updates Not Yet Adopted

Standard

Description

Date of adoption

Effect on the financial statements

FASB ASU 2023-09,

Income Tax ( Topic 740) -

Improvements to Income

Tax Disclosures

The FASB issued ASU 2023-09 in

December 2023, which amends ASC topic

740 by enhancing disclosures regarding rate reconciliation and requiring the disclosure of income taxes paid, income (or
loss) from continuing operations before income tax expense and income tax expense disaggregated by national, state
and foreign level. Disclosures that no longer were considered cost beneficial or relevant were removed from ASC topic 740

January 1, 2025

The Corporation is currently evaluating the impact that the adoption of this guidance will have on its financial statements
and presentation and disclosures.

FASB ASU 2023-08,

Intangibles - Goodwill and

Other - Crypto Assets

(Subtopic 350-60) -

Accounting for and

Disclosure of Crypto

Assets

The FASB issued ASU 2023-08 in

December 2023, which amends ASC

subtopic 350-60 by requiring that crypto assets are measured at fair value in the statement of financial position each
reporting period with changes from remeasurement being recognized in netincome. The ASU also requires enhanced
disclosures for both annual and interim

reporting periods to provide investors with relevant information to analyze and assess the exposure and risk of significant
individual crypto asset holdings.

January 1, 2025

The Corporation does not expect to be impacted by the adoption of this ASU

since it does not hold crypto-assets for its platform users.

FASB ASU 2023-07,

Segment Reporting (Topic

280) - Improvements to

Reportable Segment

Disclosures

The FASB issued ASU 2023-07 in

November 2023, which amends ASC topic

280 by requiring additional disclosures about significant segment expenses.

For fiscal years beginning on

January 1, 2024

For interim periods within fiscal years beginning after

January 1, 2025

The Corporation is currently evaluating the impact that the adoption of this guidance will have on its financial statements
and presentation and disclosures.
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FASB ASU 2023-06,

Disclosure Improvements -

Codification Amendments

in Response to the SEC’s

Disclosure Update and

Simplification Initiative

The FASB issued ASU 2023-06 in October

2023 which modifies the disclosure or presentation requirements of various subtopics in the Caodification with the

purpose of aligning U.S. GAAP requirement with those of the SEC under Regulation S-X

and S-K.

The date on which the SEC removes related disclosure requirements from

Regulation S-X or

Regulation S-K. If by

June 30, 2027, the

SEC has not removed the applicable

requirement from

Regulation S-X or

Regulation S-K, the pending content of the related amendment will be removed from the

Codification and will not become

effective for any entity.

The Corporation does not expect to be impacted by the adoption of this ASU

since it is currently subject to SEC's current disclosure and presentation requirements under Regulation S-X and

S-K.

FASB ASU 2023-05,

Business Combinations -

Joint Venture Formations

(Subtopic 805-60) -

Recognition and initial measurement

The FASB issued ASU 2023-05 in August

2023, which amends ASC subtopic 805-60

to include specific guidance about how joint ventures should recognize and initially measure assets contributed and liabilities

assumed. The amendments require that a joint venture, upon formation, recognize and initially measure its assets and liabilities at fair

value.

January 1, 2025

Upon adoption of this ASU, the

Corporation will consider this guidance for the initial measure of assets and liabilities of newly created joint ventures.

FASB ASU 2023-02,

Investments—Equity

Method and Joint

Ventures (Topic 323) -

Accounting for

Investments in Tax Credit

Structures Using the

Proportional Amortization

Method

The FASB issued ASU 2023-02 in March

2023, which amend ASC topic 323 by permitting the election to apply the proportional amortization method to account for
tax equity investments that generate income tax credits through investment in low-income-housing tax credit (LIHTC)

structures and other tax credit programs if certain conditions are met. The ASU also eliminates the application of the ASC

subtopic 323-740 to LIHTC investment not accounted for wusing the proportional amortization method and instead requires

the use of other guidance.

January 1, 2024

The Corporation does not expect to be impacted by the adoption of this ASU

since it does not hold investments in tax equity investments.
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Accounting Standards Updates Not Yet Adopted

Standard

Description

Date of adoption

Effect on the financial statements

FASB ASU 2023-01,

Leases (Topic 842) -

Common Control

Arrangements

The FASB issued ASU 2023-01 in March

2023, which amends ASC Topic 842 and requires the  amortization leasehold improvements associated with common
control leases over the useful life of the leasehold improvements to the common control group as long as the lessee controls
the use of the underlying assets through a lease. In addition, the ASU requires companies to account for leasehold
improvements associated with common control leases as a transfer between entities under common  control  through an
adjustments to equity if, and when, the lessee no longer controls the use of the underlying asset.

January 1, 2024

The Corporation does not expect to be impacted by the adoption of this ASU

since it does not hold common control leasehold improvements, however, it will consider this guidance to determine the
amortization period for and accounting treatment of leasehold improvements associated with common control leases
acquired on or after the effective date.

FASB ASU 2022-03, Fair

Value Measurement

(Topic 820) - Fair Value

Measurement of Equity

Securities Subject to

Contractual Sale

Restriction

The FASB issued ASU 2022-03 in June

2022, which clarifies that a contractual restriction that prohibits the sale of an equity security is not considered part of the unit of
account of the equity security, therefore, is not considered in measuring its fair value.

The ASU also provides enhanced disclosures for equity securities subject to a contractual sale restriction.

January 1, 2024

The Corporation does not anticipate that the adoption of this accounting pronouncement will have a material effect in its
consolidated statement of financial condition and results of operations.
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137
Note 4

Business combinations
Acquisition of key customer channels and businessfrom Evertec
On July 1, 2022, BPPR completed its previously announced acquisition of certain assets used by Evertec Group, LLC (“Evertec
Group”), a wholly owned subsidiary of Evertec, Inc. (“Evertec”), to service certain BPPR channels (“Business Acquisition
Transaction”).
As a result of the closing of the Business Acquisition Transaction, BPPR acquired from Evertec Group certain critical channels,
including BPPR’s retail and business digital banking and commercial cash management applications. In connection with the
Business Acquisition Transaction, BPPR also entered into amended and restated service agreements with Evertec Group pursuant to
which Evertec Group will continue to provide various information technology and transaction processing services to Popular,
BPPR and their respective subsidiaries.
Under the amended service agreements, Evertec Group no longer has exclusive rights to provide certain of Popular’s technology
services. The amended service agreements include discounted pricing and lowered caps on contractual pricing escalators tied to
the Consumer Price Index. As part of the transaction, BPPR and Evertec also entered into a revenue sharing structure for BPPR in
connection with its merchant acquiring relationship with Evertec. Under the terms of the amended and restated Master Service
Agreement (“MSA”), Evertec will be entitled to receive monthly paymentsfrom the Corporation to the extent that Evertec’s revenues,
covered under the MSA, fall below certain agreedannualized minimum amounts.
As consideration for the Business Acquisition Transaction, BPPR delivered to Evertec Group
4,589,169

shares of Evertec common stock valued at closing at $
169.2

million (based on Evertec’s stock price on June 30, 2022 of $
36.88
). Atotal of $
144.8

million of the consideration for the transaction was attributed to the acquisition of the critical channels of which $
28.7

million were attributed to
Software Intangible Assets and $
116.1

million were attributed to goodwill. The transaction was accounted for as a business combination. The remaining $
24.2

million was attributed to the renegotiation of the MSA with Evertec and was recorded as an expense. The Corporation also
recorded a credit of $
6.9

million in Evertec billings under the MSA during the third quarter of 2022 as a result of the Business Acquisition Transaction, resulting
in a net expense charge of $
17.3

million.
On August 15, 2022, the Corporation completed the sale of its remaining
7,065,634

shares of common stock of Evertec (the
“Evertec Stock Sale”, and collectively with the Business Acquisition Transaction, the “Evertec Transactions”). Following the Evertec
Stock Sale, Popular no longer owns any Evertec common stock. The impact of the gain on the sale of Evertec shares used as
consideration for the Business Acquisition Transaction in exchange for the acquired applications on July 1, 2022 and the net
expense associated with the renegotiation of the MSA, together with the Evertec Stock Sale and the related accounting adjustments of
the Evertec Transactions, resulted in an aggregate after-tax gainof $
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226.6

million, recorded during the third quarter of 2022.

The following table presents the fair values of the consideration and major classes of identifiable assets acquired by BPPR as of
July 1, 2022.

(In thousands)

ll'hg EK/‘LE‘-IHE initially assigned to the assets acquired is preliminary and subject to refinement for up to one year after the closing
144

Developed technology — Software intangible assets

In order to determine the fair value of the developed technology acquired, the Corporation considered the guidance in ASC Topic
820, Fair Value Measurements. The Corporation used used the cost replacement methodology and estimated the cost that would
be incurred in developing the acquired technology as the assets’ fair value. In developing this estimate, the Corporation considered the
historical direct costs as well as indirect costs and applied an inflation factor to arrive at what would be the current replacement cost.
To this estimated cost, the Corporation applied an obsolescence factor to arrive at the estimated fair value of the acquired
technology. The obsolescence factor considered the estimated remaining useful life of the acquired software, considering existing
and upcoming technology changes, as well as the scalability of the system architecture for further developments. This software
acquired for internal use is recorded within Other Assets in the accompanying Consolidated Financial Statements and will be
amortized over its current estimated remaining useful life of

5

years.

Goodwill

The goodwill is the residual difference between the consideration transferred to Evertec and the fair value of the assets acquired,
net of the liabilities assumed, if any. The entire amount of goodwill is deductible for income tax purposes pursuant to P.R. Internal
Revenue Code (“IRC”") section 1033.07 over a

15

-year period.

The Corporation believes that given the amount of assets acquired and the size of the operations acquired in relation to Popular’s
operations, the historical results of Evertec are not material to Popular’s results, and thus no pro forma information is presented.
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Acquisition of K2 Capital Group LLC’s equipment leasing and financing business

On October 15, 2021, Popular Equipment Finance, LLC (“PEF”"), a newly formed wholly-owned subsidiary of Popular Bank (“PB”),
sompleted the acquisition of certain assets and the assumption of certain liabilities of K2 Capital Group LLC'’s (“K2") equipment

easing and financing business based in Minnesota (the “Acquired Business”). Commercial loans acquired by PEF as part of this

ransaction consisted of $
105
million in commercial direct financing leases and $
14
million in working capital lines.
Specializing in the healthcare industry, the Acquired Business provided a variety of lease products, including operating and finance
eases, and also offers private label vendor finance programs to equipment manufacturers and healthcare organizations. The
acquisition provides PB with a national equipment leasing platform that complements its existing healthcare lending business.
"he following table presents the fair values of the consideration and major classes of identifiable assets acquired and liabilities

issumed by PEF as of October 15, 2021.
In thousands)

‘air Value
>ash consideration

56,628

>ontingent consideration
1,241

‘otal consideration

65,869

\ssets:

>ash and due from banks
00

>ommercial loans
15,575

>remises and equipment
1,996

\ccrued income receivable
74

dther assets

822

dther intangible assets
1,887

‘otal assets
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The fa|r value initially assigned to the assets acquired is preliminary and subject to refinement for up to one year after the closing
jate o the acquisition as new information relative to closing date fair value becomes available. As the Corporation finalizes its
a\tﬂgly&lﬁmtjlere may continue to be adjustments to the recorded carrying values, and thus the recognized goodwill may increase or
Jecrease.

=ollowing is a description of the methods used to determine the fair values of significant assets acquired and liabilities assumed on
‘he K2 Transaction:

:‘ommercial Loans

q\ ,9,5?5??.’,’:@\'""}9 the fa|r value of commercial direct financing leases, the specific terms and conditions of each lease agreement were
sonsidered. The falr values for commercial direct financing leases were calculated based on the fair value of the underlying
sollateral, or from the cash flows expected to be collected discounted at a market rate commensurate with the credit risk profile of
‘he lessee at origination in instances where there was a purchase option at the end of the lease term with a stated guaranteed
‘esidual value. Fair values for commercial working capital lines were calculated based on the present value of remaining contractual
sayments discounted at a market rate commensurate with the credit risk profile of the borrower at origination. These commercial
oans were accounted for under ASC Subtopic 310-20. As of October 15, 2021, the gross contractual receivable for commercial
oans amounted to $

125

million. An allowance for credit losses of $

140

Sooawill

The amount of goodwill is the residual difference between the consideration transferred to K2 and the fair value of the assets
acquired, net of the liabilities assumed. The entire amount of goodwill is deductible for income tax purposes pursuant to U.S.
nternal Revenue Code (“IRC") section 197 over a

15

-year period.

Juring the third quarter of 2022, the Corporation revised its projected earnings related to this Acquired Business, and accordingly,
‘ecorded a goodwill impairment charge of $

2.0

million.

Contingent consideration

The fair value of the contingent consideration, which related to approximately $

29

million in earnout payments that could be payable to K2 over a three-year period, was calculated basedon a Montecarlo Simulation
model.

Juring the third quarter of 2022, the Corporation updated its estimates related to the ability to realize the earnings targets for the
contingent payment, and accordingly, recorded a positive adjustment of $

3.2

million related this liability.

The Corporation believes that given the amount of assets and liabilities assumed and the size of the operations acquired in relation to
Popular’s operations, the historical results of K2 are not significant to Popular’s results, and thus no pro forma information is
Jresented.
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Note 5 - Restrictions on cash and due from banks and certain securities

BPPR is required by regulatory agencies to maintain average reserve balances with the Federal Reserve Bank of New York (the
“Fed”) or other banks. Those required average reserve balances amounted to $

2827

billion at December 31, 2022 2023 (December 31,

20212022 - $

2728

billion). Cash and due from banks, as well as other highly liquid securities, are used to cover the required average reserve
balances.

At December 31, 2022, 2023, the Corporation held $

8078

million in restricted assets in the form of funds deposited in money market accounts, debt securities available for sale and
equity securities (December 31, 20212022 - $
5080

million). The restricted assets held in debt securities available for sale and equity securities consist primarily of assets held for the
Corporation’s non-qualified retirement plans and fund deposits guaranteeing possible liens or encumbrances over the title of insured
properties.
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Note 6 — Debt securities available-for-sale
The following tables present the amortized cost, gross unrealized gains and losses, approximate fair value, weighted average yield

and contractual maturities of debt securities available-for-saleat December 31, 2023 and December 31, 2022.

142 6 - Debt securities available-for-sale
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The following tables present
‘he amortized cost, gross unrealized gains and losses, approximate fair value, weighted average yield and contractual maturities of
lebt securities available-for-saleat December 31, 2022 and December 31, 2021.

At December 31, 2022 December 31, 2023
3ross

3ross
Neighted
Amortized
Jnrealized unrealized
=air

average

‘In thousands)
sost gains
osses value
Jield

J.S. Treasury securities
Nithin 1 year
]

7,103,518

b

526

b

39,415

b

7,044,629
3.51

144

In thousands)

1023

1022

1021

1020

sross realized gains

The following tables present the Corporation’s fair value and gross unrealized losses of debt securities available-for-sale,
aggregated by investment category and length of time that individual securities have been in a continuous unrealized loss position,
at December 31, 2022 December 31, 2023 and 2021. 2022.

695
oss realized losses

372\

‘LiedllZeu gdils (IJUSSES) Ul Sdie U1 UEUL SECUTIUES avallduie -101-5die
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\t December 31, 2023

otal

5r0ss
\t Regg’r@er 31, 2021
.ess than 12 months12 months or more
otal oo
3ross
3ross
srossrealized
-air
unrealized
Alnfraiedber 31, 2022
unreallzed
&@&%ﬁé@rﬂo%%fnzozzhzozs the portfolio of available-for-sale debt securities reflects gross unrealized losses of approximately

lized,
ﬁ’-’ff“-'f&mbsl or more

thnu:ands)

,“g'ﬁﬁ“’"%f\?’e% malr)y by fixed-rate U.S. Treasury Securities and mortgage-backed securities, which have been impacted by a decline

jesalismiee as a result of the rising |nterest rate environment. result The portfolio of available-for-sale debt securities is comprised

et mf NN Tem oo o N SN E— o TN .. S .. OO, PO, B,
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