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Forward-Looking Statements

This Quarterly Report on Form 10-Q (“Form 10-Q") contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended
(thechange Act”), which are subject to the safe harbor created by such sections. When used in this Form 10-Q or future filings by
BasiCorp. (the “Corporation,” “we,” “us,” or “our”) with the U.S. Securities and Exchange Commission (the “SEC”), in the
Corporation’s press releases or in other public or stockholder communications made by the Corporation, or in oral statements made
behalf of the Corporation by, or with the approval of, an authorized executive officer, the words or phrases “would,” “intends,” “will,”
“expect,” “should,” “plans,” “forecast,” “anticipate,” “look forward,” “believes,” and other terms of similar meaning or import, or the
negatives of these terms or variations of them, in connection with any discussion of future operating, financial or other performance
are meant to identify “forward-looking statements.”

The Corporation cautions readers not to place undue reliance on any such “forward-looking statements,” which speak only as of
datbehereof, and advises readers that any such forward-looking statements are not guarantees of future performance and
trertde risks, uncertainties, estimates, and assumptions by us that are difficult to predict. Various factors, some of which are
bayaendtrol, could cause actual results to differ materially from those expressed in, or implied by, such forward-looking statements.

Factors that could cause results to differ from those expressed in the Corporation’'s forward-looking statements include, but are
fiited to, risks described or referenced in Part I, ltem 1A, “Risk Factors,” in the Corporation’s Annual Report on Form 10-K for the
year ended December 31, 2022 (the “2022 Annual Report on Form 10-K”), Part II, Item 1A, “Risk Factors” in the Corporation’s
Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2023, and the following:

e the impacts of rising interest rates and inflation on the Corporation, including a decrease in demand for new loan origination:
and refinancings, increased competition for borrowers, attrition in deposits, a reduction in the fair value of the Corporation’s
debt securities portfolio, and adverse effects on the Corporation’s results of operations and its liquidity position;

e volatility in the financial services industry, including failures or rumored failures of other depository institutions, and actions
taken by governmental agencies to stabilize the financial system, including Federal Deposit Insurance Corporation (“FDIC")
special assessments, which could result in, among other things, bank deposit runoffs and liquidity constraints;

e the effect of continued changes in the fiscal and monetary policies and regulations of the United States (“U.S.”) federal
government, the Puerto Rico government and other governments, including those determined by the Board of the
Gfaberfrederal Reserve System (the “Federal Reserve Board”), the Federal Reserve Bank of New York (the “New York FED’
or the “FED"), the FDIC, government-sponsored housing agencies and regulators in Puerto Rico, the U.S., and the U.S.
Virgin Islands (the “USVI) and British Virgin Islands (the “BVI");

e uncertainty as to the ability of the Corporation’s banking subsidiary, FirstBank Puerto Rico (“FirstBank” or the “Bank”), to
retain its core deposits and generate sufficient cash flow through its wholesale funding sources, such as securities sold
agoeements to repurchase, Federal Home Loan Bank (“FHLB”) advances, and brokered certificates of deposit (“brokered
CDs"), which may require us to sell investment securities at a loss;

e adverse changes in general economic conditions in Puerto Rico, the U.S., and the USVI and BVI, including in the interest
rate environment, unemployment rates, market liquidity, housing absorption rates, real estate markets, and U.S. capital
markets, which may affect funding sources, loan portfolio performance and credit quality, market prices of investment
securities, and demand for the Corporation’s products and services, and which may reduce the Corporation’s revenues
enarhings and the value of the Corporation’s assets;

e the impact of government financial assistance for hurricane recovery and other disaster relief on economic activity in Puertc
Rico, and the timing and pace of disbursements of funds earmarked for disaster relief;

e the ability of the Corporation, FirstBank, and third-party service providers to identify and prevent cyber-security incidents,
such as data security breaches, ransomware, malware, “denial of service” attacks, “hacking,” identity theft, and state-
sponsored cyberthreats, and the occurrence of and response to any incidents that occur, such as an April 2023
sexideiy at one of our third-party vendors, which may result in misuse or misappropriation of confidential or proprietary
information, disruption, or damage to our systems or those of third-party service providers, increased costs and losses or
adverse effect to our reputation;

e general competitive factors and other market risks as well as the implementation of strategic growth opportunities, including
risks, uncertainties, and other factors or events related to any business acquisitions or dispositions;



e uncertainty as to the implementation of the debt restructuring plan of Puerto Rico (“Plan of Adjustment” or “PoA”) and the
fiscal plan for Puerto Rico as certified on April 3, 2023 (the “2023 Fiscal Plan”) by the oversight board established by the
Puerto Rico Oversight, Management, and Economic Stability Act (‘PROMESA”), or any revisions to it, on our clients and
loan portfolios, and any potential impact from future economic or political developments and tax regulations in Puerto Rico;

e the impact of changes in accounting standards, or assumptions in applying those standards, on forecasts of
eadablagconsidered for the determination of the allowance for credit losses (“ACL”);

e the ability of FirstBank to realize the benefits of its net deferred tax assets;
e environmental, social, and governance matters, including our climate-related initiatives and commitments;

e the impacts of natural or man-made disasters, widespread health emergencies, geopolitical conflicts (including the
oagfictgin Ukraine), terrorist attacks, or other catastrophic external events, including impacts of such events on general
economic conditions and on the Corporation’s assumptions regarding forecasts of economic variables;

e the effect of changes in the interest rate environment, including any adverse change in the Corporation’s ability to attract
agtein clients and gain acceptance from current and prospective customers for new products and services, including
thtated to the offering of digital banking and financial services;

e the risk that additional portions of the unrealized losses in the Corporation’s debt securities portfolio are determined to be
credit-related, or the need of additional credit losses that could emerge from the recent downgrade of the United States
Aimerica’s Long-Term Foreign-Currency Issuer Default Rating (“IDR”) to ‘AA+" from ‘AAA’, resulting in additional
charges to the provision for credit losses on the Corporation’s debt securities portfolio;

e the impacts of applicable legislative, tax, or regulatory changes on the Corporation’s financial condition or performance;

e the risk of possible failure or circumvention of the Corporation’s internal controls and procedures and the risk that the
Corporation’s risk management policies may not be adequate;

e the risk that the FDIC may further increase the deposit insurance premium and/or require further special assessments,
aausittifional increase in the Corporation’s non-interest expenses;

e any need to recognize impairments on the Corporation’s financial instruments, goodwill, and other intangible assets;
e residual impacts of the transition away from the London Interbank Offered Rate (“LIBOR”);

e therisk that the impact of the occurrence of any of these uncertainties on the Corporation’s capital would preclude
frathen of FirstBank and preclude the Corporation’s Board of Directors (the “Board”) from declaring dividends; and

e uncertainty as to whether FirstBank will be able to continue to satisfy its regulators regarding, among other things, its asset
quality, liquidity plans, maintenance of capital levels, and compliance with applicable laws, regulations and related
requirements.

The Corporation does not undertake, and specifically disclaims any obligation to update any “forward-looking statements” to reflect
occurrences or unanticipated events or circumstances after the date of such statements, except as required by the federal
usrities



FIRST BANCORP.
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(Unaudited)
June 30, 2023 _December 31, 2022

(In thousands, except for share
INSBETEON)
Cash and due from banks $ 1,046,534 $ 478,480
Money market investments:

Time deposits with other financial institutions 300 300

Other short-term investments 700 1,725

Total money market investments 1,000 2,025
Available-for-sale debt securities, at fair
vaBisurities pledged with creditors’ rights to repledge 79,909 81,103

Other available-for-sale debt securities 5,353,460 5,518,417

Total available-for-sale debt securities, at fair value (amortized d498f63@&s of June 30, 2023,

$$6,398,197s of December 31, 2022; ACL 483as of June 30, 2023 arb8&6l of December 31, 2022) 5,433,369 5,599,520
Held-to-maturiy debt securities, at amortized cost, net of A@l461as of June 30, 2023 argjZB6
$ as of December 31, 2022 (fair value4if$181as of June 30, 2023 am2¥%,115as of December 31, 2022) 416,325 429,251
Equity securities 48,101 55,289

Total investment securities 5,897,795 6,084,060
Loans, net of ACL of257,058s of June 30, 2023 arzb®,464s of December 31, 2022 11,452,257 11,292,361
Mortgage loans held for sale, at lower of cost or market 14,295 12,306

Total loans, net 11,466,552 11,304,667
Accrued interest receivable on loans and investments 70,368 69,730
Premises and equipment, net 146,640 142,935
Other real estate owned (“OREQ”) 31,571 31,641
Deferred tax asset, net 153,925 155,584
Goodwill 38,611 38,611
Other intangible assets 17,092 21,118
Other assets 282,367 305,633

Total assets $ 19,152,455 $ 18,634,484
LIABILITIES
Non-interest-bearing deposits $ 5874261 $ 6,112,884
Interest-bearing deposits 10,945,431 10,030,583

Total deposits 16,819,692 16,143,467
Short-term securities sold under agreements to repurchase 73,934 75,133
Advances from the FHLB:

Short-term = 475,000

Long-term 500,000 200,000

Total advances from the FHLB 500,000 675,000

Other long-term borrowings 161,700 183,762
Accounts payable and other 199,130 231,582
liabyitigsiiabilities 17,754,456 17,308,944

Commitments and contingencies (See Note 22)
STOCKHOLDERS’ EQUITY

Common stock,(b10par value2,000,000,006hares authorize?23,663,1168hares issueti79,756,622

shares outstanding as of June 30, 202B82,#@09,05%s of December 31, 2022 22,366 22,366
Additional paid-in capital 962,229 970,722
Retained earnings, includes legal surplus resert6#84 1,733,497 1,644,209
Treasury stock (at cos#t}3,906,494hares as of June 30, 20234ih854,05Bhares as of December 31, 2022 (547,706) (506,979)
Accumulated other comprehensive loss, net of t&x4&8s (772,387) (804,778)

Total stockholders’ equity 1,397,999 1,325,540

Total liabilities and stockholders’ equity $ 19,152,455 $ 18,634,484

The accompanying notes are an integral part of these statements.



FIRST BANCORP.

CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share
Interestianyd dividend
incgane:
Investment securities
Money market investments and interest-bearing cash
accootdbinterest and dividend
interest expense:
Deposits
Securities sold under agreements to
repSiebagerm
Long-term
Advances from the FHLB:
Short-term
Long-term
Other long-term borrowings
Total interest
expengs# interest
Provision for credit losses - expense
(besefitlind finance leases
Unfunded loan
caDeimitseenisties
Provision for credit losses - expense
(bensfi) interest income after provision for credit
Neseinterest income:
Service charges and fees on deposit
addortgtsge banking activities
Gain on early extinguishment of
dehgurance commission
inCameand processing income
Other non-interest income
Total non-interest income
Non-interest expenses:
Employees’ compensation and benefits
Occupancy and equipment
Business
prerofgggional service fees
Taxes, other than income
take8C deposit insurance
Net gain on OREO
o@edionsd debit card processing
expemeesnications
Other non-interest
expeosgon-interest
meenrebefore income taxes
Income tax
RERFAEEme

Net income attributable to common stockholders

Net income per common share:
Basic

Diluted

The accompanying

(Unaudited)

Quarter Ended June 30,

Six-Month Period Ended June 30,

2023 2022 2023 2022
$ 218,066 $ 179,261 $ 428,702 353,048
26,258 26,491 53,368 49,738
7,880 2,873 12,530 3,693
252,204 208,625 494,600 406,479
41,604 7,694 71,489 15,346
1,328 = 2,397 =
- 1,972 - 4,154
435 - 4,776 -
5,613 1,075 8,448 2,138
3,409 1,698 6,790 3,031
52,389 12,439 93,900 24,669
199,815 196,186 400,700 381,810
20,770 12,665 37,026 (4,324)
721 812 616 634
739 (3,474) 90 (109)
22,230 10,003 37,732 (3,799)
177,585 186,183 362,968 385,609
9,287 9,466 18,828 18,829
2,860 4,082 5,672 9,288
1,605 - 1,605 -
2,747 2,946 7,594 8,221
11,135 10,300 22,053 19,981
8,637 4,147 13,037 7,480
36,271 30,941 68,789 63,799
54,314 51,304 110,736 100,858
21,097 21,505 42,283 43,891
4,167 4,042 8,142 7,505
11,596 12,036 23,569 22,630
5,124 4,689 10,236 9,707
2,143 1,466 4,276 3,139
(1,984) (1,485) (3,980) (2,205)
6,540 5,843 11,858 9,964
1,992 1,978 4,208 4,129
7,928 6,948 16,857 15,367
112,017 108,326 228,185 214,985
100,939 108,798 203,572 234,423
30,284 34,103 62,219 77,128
$ 70,655 $ 74695 $ 141,353 157,295
$ 70,655 $ 74,695 $ 141,353 157,295
$ 039 $ 038 $ 0.79 0.80
$ 039 $ 038 $ 0.78 0.80

notes are an integral part of these statements.



FIRST BANCORP.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)
Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In
theLiseonse $ 70,655 $ 74,695 $ 141,353 $ 157,295
Other comprehensive (loss) income, net of
taxailable-for-sale debt
Seettiesalized holding (losses) gains on debt o) (54,837) (175,923) 32,391 (507,757)
seemeitiesmprehensive (loss) income for the period, net of (54,837) (175,923) 32,391 (507,757)
taotal comprehensive income $ 15,818 $ (101,228) $ 173,744 $ (350,462)

1) r\(éoﬁﬁ}zalized holding (losses) gains on available-for-sale debt securities have no tax effect because securities are either tax-exempt, held by an International Banking Entity
(i4BE"), folt deferred tax asset valuation allowance.

The accompanying notes are an integral part of these
statements.



FIRST BANCORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six-Month Period Ended June 30,
2023 2022
(In thousands)
Cash flows from operating activities:
Net income $ 141,353 $ 157,295
Adjustments to reconcile net income to net cash provided by operating
actiligiereciation and amortization 10,071 11,291
Amortization of intangible assets 4,026 4,510
Provision for credit losses - expense (benefit) 37,732 (3,799)
Deferred income tax expense 2,419 41,483
Stock-based compensation 3,997 2,580
Gain on early extinguishment of debt (1,605) -
Unrealized gain on derivative instruments (291) (864)
Net gain on disposals or sales, and impairments of premisesand equipment and other assets (235) (900)
Net gain on sales of loans and loans held-for-sale valuation adjustments (989) (3,965)
Net amortization of discounts, premiums, and deferred loan feesand 686 (5,486)
Euiginations and purchases of loans held for sale (88,696) (143,692)
Sales and repayments of loans held for sale 85,398 157,098
Amortization of broker placement fees 128 64
Net amortization of premiums and discounts on investment securities 2,117 1,389
Decrease (increase) in accrued interest receivable 1,849 (3,555)
Increase (decrease) in accrued interest 9,369 (1,252)
ebke in other assets (5,566) (4,235)
(Decrease) increase in other liabilities (35,307) 11,646
Net cash provided by operating activities 166,456 219,608
Cash flows from investing activities:
Net disbursements on loans held for (226,714) (186,902)
Prasgadshirom sales of loans held for investment 3,183 37,565
Proceeds from sales of repossessed assets 26,360 19,941
Purchases of available-for-sale debt securities (961) (512,327)
Proceeds from principal repayments and maturities of available-for-saledebt securities 217,745 354,853
Purchases of held-to-maturity debt securities - (260,082)
Proceeds from principal repayments and maturities of held-to-maturitydebt securities 13,832 934
Additions to premises and equipment (16,211) (11,841)
Proceeds from sales of premises and equipment and other assets 578 1,138
Net redemptions (purchases) of other investments 7,219 (971)
sedNeitieash provided by (used in) investing 25,031 (557.692)
Casixfloviessfrom financing activities:
Net increase (decrease) in deposits 675,911 (645,417)
Net repayments of short-term borrowings (476,199) -
Repayments of long-term borrowings (19,795) (100,000)
Proceeds from long-term borrowings 300,000 =
Repurchase of outstanding common stock (53,217) (152,713)
Dividends paid on common stock (51,158) (43,321)
Net cash provided by (used in) financing 375,542 (941.451)
Net antieties (decrease) in cash and cash equivalents 567,029 (1,279,535)
Cash and cash equivalents at beginning of year 480,505 2,543,058
Cash and cash equivalents at end of period $ 1,047,534 $ 1,263,523
Cash and cash equivalents include:
Cash and due from banks $ 1,046,534 $ 1,261,590
Money market investments 1,000 1,933
$ 1,047,534 $ 1,263,523

The accompanying notes are an integral part of these statements.



FIRST BANCORP.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

(Unaudited)

(In thousands, except per share information)
Common Stock

Additional Paid-In Capital:
Balance at beginning of period
Stock-based compensation expense
Common stock reissued under stock-based compensation plan
Restricted stock forfeited

Balance at end of period

Retained Earnings:
Balance at beginning of period
Impact of adoption of Accounting Standards Update (“ASU") 2022-02 (See Note 1)
Net income
Dividends on common stock (.14 per share and 8.12per share for the quarters ended
June 30, 2023 and 2022, respectively).88per share and §.22for the
for the six-month periods ended June 30, 2023 and 2022, respectively)

Balance at end of period

Treasury Stock (at cost):
Balance at beginning of period
Common stock repurchases (See Note 14)
Common stock reissued under stock-based compensation plan
Restricted stock forfeited

Balance at end of period

Accumulated Other Comprehensive Loss, net of tax:
Balance at beginning of period
Other comprehensive (loss) income, net of tax
Balance at end of period

Total stockholders’ equity

Quarter Ended June 30

Six-Month Period Ended June 30.

2023 2022 2023 2022
$ 22,366 $ 22,366 $ 22,366 $ 22,366
959,912 966,771 970,722 972,547
1,922 1,398 3,997 2,580
- (23) (13,139) (7,003)
395 71 649 93
962,229 968,217 962,229 968,217
1,688,176 1,489,995 1,644,209 1,427,295
- - (1,357) -
70,655 74,695 141,353 157,295
(25,334) (23,356) (50,708) (43,256)
1,733,497 1,541,334 1,733,497 1,541,334
(547,311) (282,197) (506,979) (236,442)
- (100,000) (53,217) (152,713)
- 23 13,139 7,003
(395) (71) (649) (93)
(547,706) (382,245) (547,706) (382,245)
(717,550) (415,833) (804,778) (83,999)
(54,837) (175,923) 32,391 (507,757)
(772,387) (591,756) (772,387) (591,756)
$ 1,397,999 $ 1,557,916 $ 1,397,999 $ 1,557,916

The accompanying notes are an integral part of these statements.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANTACCOUNTING POLICIES

The Consolidated Financial Statements (unaudited) for the quarter and six-month period ended June 30, 2023 (the
consofidatiitbinancial statements”) of First BanCorp. (the “Corporation”) have been prepared in conformity with the
sttedntinghpol@ieporation’s Audited Consolidated Financial Statements for the fiscal year ended December 31, 2022
(thiesodiddietifinancial statements”) included in the 2022 Annual Report on Form 10-K, as updated by the information
cepoain&@eritathisnformation and note disclosures normally included in the financial statements prepared in accordance
atite pretksaltyunting principles in the United States of America (“GAAP”) have been condensed or omitted from these
stateenenlssparsliargulations of the SEC and, accordingly, these financial statements should be read in conjunction with
tunsnldiseed financial statements, which are included in the 2022 Annual Report on Form 10-K. All adjustments (consisting
mrdyeingpacjaktments) that are, in the opinion of management, necessary for a fair presentation of the statement of financial
pbsjieratiassigsnd cash flows for the interim periods have been reflected. All significant intercompany accounts and
eimszatiohs cansdlettion.

The results of operations for the quarter and six-month period ended June 30, 2023 are not necessarily indicative of the
expestitd fior e entire year.

Adoption of New Accounting Requirements

ASU 2022-02, “Financiallnstruments— Credit Losses (Topic 326): Troubled Debt Restructurings(“TDR”) and Vintage

Disclosures”

Effective January 1, 2023, the Corporation adopted ASU 2022-02, which removed the existing measurement and
requiieohesiige for TDR loans, added additional disclosure requirements related to modifications provided to borrowers
Brpedendificulty regardless of whether the modification is accounted for as a new loan, and amends the guidance on vintage
tdisetpsreedisclosure of gross charge-offs by year of origination. Prior to adoption, a change in contractual terms of a loan
bahexeed was experiencing financial difficulty and received a concession not available through other sources was required to
be digdid®edhereas now a borrower that is experiencing financial difficulty and there has been a direct change to the timing or
aomtradtoél cash flows in the form of principal forgiveness, interest rate reduction, an other-than-insignificant payment
deteyisiantesmany combination of these types of loan modifications in the current period needs to be disclosed. ASU 2022-02
the defiaitiemdf financial difficulty.

Modifications of receivables are within the scope of ASU 2022-02 if they are accounted for in accordance with Accounting
Cogthcatizds(“ASC”) 310-20. As such, finance leases are not within the scope of ASU 2022-02. Such maodifications are
fnlduatedthe requirements in ASC 310-20 to determine whether they should be accounted for as a new loan or a

eqiyiimgalidam.of the

ASU 2022-02 also eliminated the requirement to use a discounted cash flow method for TDRs for the determination of
alldhes ABe, gptibn of a non-discounted cash flow portfolio-based approach for modified loans to borrowers experiencing
dfffienities.

The Corporation elected to apply a non-discounted cash flow, portfolio-based ACL approach for modified loans to
experieveang financial difficulties for all portfolios, using a modified retrospective transition method. The adoption resulted in a
teetlivec@keof approximately %1 million and a decrease to retained earnings of approximateB/mdllion, after tax,
driven by residential mortgage loans. The amount of defined modifications given to borrowers gxeeideniciagtiynancial difficulty is
oliddluteedl— Loans Held for Investment, along with the financial impact of those modifications.

The Corporation was not impacted by the adoption of the following ASUs during 2023:

e ASU 2022-01, “Derivatives and Hedging (Topic 815): Fair Value Hedging — Portfolio Layer Method”
e ASU 2021-08, “Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities From
Qhitr@attomers”
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Recently Issued

Adopted
Standard

Accounting

Standards

Description

Not Yet Effective

Effective Date

ASU 2023-02, "Investments -
Equity Method and Joint
Veopioré23): Accounting
fovestments in Tax

Amortization
Method"

ASU 2023-01, "Leases
BA@)icCommon Control
Arrangements”

In March 2023, the FASB
ASuked023-02 which, among
tilngs, allows tax

January 1, 2024. Early adoption
{germitted in any interim
period.

By@isyments, regardless of the tax
Steditures Using the Proportional credit program from which the

income tax credits are received,
te accounted for using
fireportional amortization method
ffertain conditions are met
egglires specific disclosures of
such investments. The

almtioto be made on a tax-
preditam-by-tax-credit-program
basis.

In March 2023, the FASB
KASued023-01 which, among
tihngs, generally requires a
lasseemmon-control lease
arrangement to amortize
legmeleltients over the useful
liégardless of the lease term,
Bubptain exceptions. In addition,
essee that no longer controls
tree of the underlying asset
aditount for the transfer of the
underlying asset as an
aaljustment

equity.

January 1, 2024. Early adoption
igermitted for both interim
andual financial statements that
have not yet been made
foraitablence.

or Not Yet

Effect on the financial
Thet@erpendsion does not expect
te impacted by the amendments
tifis ASU since it does not hold tax
equity
investments.

The Corporation does not expect
e materially impacted by
gdoption of this ASU during the
iesarter of 2024.

For other issued accounting standards not yet effective or not yet adopted, see Note 1 — Nature of Business and
Sighufinararpcobunting Policies, to the audited consolidated financial statements included in the 2022 Annual Report on Form

10-K.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

NOTE 2 - DEBT SECURITIES
Available-for-Sale Debt Securities

The amortized cost, gross unrealized gains and losses, ACL, estimated fair value, and weighted-average yield of
debvadahh#iéstsaleontractual maturities as of June 30, 2023 were as follows:

June 30, 2023

Gross
Unrealized Weighted-
Amortized cosh Gains Losses ACL Fair value average
(Dollars in thousands) yield%
U.S. Treasury
secuiltieswithin one year $ 27671 $ - % 705 $ - $ 26,966 0.61

After 1 to 5 years 120,787 - 8,084 - 112,703 0.69
U.S. government-sponsored entities (“GSEs”) obligations:

Due within one year 224,161 - 5,089 - 219,072 0.42

After 1 to 5 years 2,344,874 56 209,839 - 2,135,091 0.85

After 5 to 10 years 11,267 4 871 - 10,400 3.16

After 10 years 10,844 22 1 - 10,865 5.38
Puerto Rico government obligations:

After 10 yearg) 3,254 - 794 349 2,111 -
United States and Puerto Rico government obligations 2,742,858 82 225,383 349 2,517,208 0.83
Mortgage-backed securities
(“Re&Sdential MBS:

Freddie Mac (“FHLMC”)
certifistieast to 5 years 20,047 - 1,191 - 18,856 1.97
After 5 to 10 years 171,682 - 17,242 - 154,440 1.58
After 10 years 1,038,513 - 180,505 - 858,008 1.41
1,230,242 - 198,938 - 1,031,304 1.44
Ginnie Mae (“GNMA") certificates:

Due within one year 1 - - - 1 2.53

After 1 to 5 years 20,426 - 1,257 - 19,169 1.25

After 5 to 10 years 32,172 - 2,952 - 29,220 1.70

After 10 years 219,768 7 26,660 - 193,115 2.63

272,367 7 30,869 - 241,505 2.42
Fannie Mae (“FNMA”) certificates:

After 1 to 5 years 22,434 - 1,399 - 21,035 1.72

After 5 to 10 years 338,605 - 31,862 - 306,743 1.75

After 10 years 1,102,263 38 178,364 - 923,937 1.37

1,463,302 38 211,625 = 1,251,715 1.46
Collateralized mortgage obligations (“CMOs") issued
or guaranteed by the FHLMC, FNMA, and GNMA:
After 10 years 288,194 - 58,267 - 229,927 1.48
Private label:

After 10 years 7,498 - 2,168 84 5,246 7.61

Total Residential MBS 3,261,603 45 501,867 84 2,759,697 1.55
Commercial MBS:

After 1 to 5 years 44,311 - 7,308 - 37,003 2.15

After 5 to 10 years 25,656 - 3,430 - 22,226 2.13

After 10 years 125,202 - 27,967 - 97,235 1.40
Total Commercial MBS 195,169 - 38,705 - 156,464 1.67
Total MBS 3,456,772 45 540,572 84 2,916,161 1.56
Total available-for-sale debt securities $ 6,199,630 $ 127 $ 765955 $ 433 $ 5,433,369 1.23

(1) Excludes accrued interest receivable on available-for-sale debt securities that tt@alexillion as of June 30, 2023 reported as part of accrued interest receivable on loans and investment securities in
gonsolidated statements of financial condition, and excluded from the estimate of ateslit

(2) foessists of a residential pass-through MBS issued by the Puerto Rico Housing Finance Authority (‘PRHFA”) that is collateralized by certain second mortgages originated under a program launched
By REMEntdFAB30 and is in nonaccrual status based on the delinquency status of the underlying second mortgage loans
collateral.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The amortized cost, gross unrealized gains and losses, ACL, estimated fair value, and weighted-average yield of
debvadabhitiesrsaleontractual maturities as of December 31, 2022 were as follows:

December 31, 2022

Gross
Unrealized Weighted-
Amortized cosf Gains Losses ACL Fair value _ average
(Dollars in thousands) yield%
U.S. Treasury
secuiltieswithin one year $ 7,493 $ - $ 309 $ - $ 7,184 0.22

After 1 to 5 years 141,366 - 9,675 - 131,691 0.70
U.S. GSEs’ obligations:

Due within one year 129,018 - 4,036 - 124,982 0.32

After 1to 5 years 2,395,273 22 227,724 - 2,167,571 0.83

After 5 to 10 years 56,251 13 7,670 - 48,594 1.54

After 10 years 12,170 36 - - 12,206 4.62
Puerto Rico government obligations:

After 10 yearg) 3,331 - 755 375 2,201 -
United States and Puerto Rico government obligations 2,744,902 71 250,169 375 2,494,429 0.83
MBS:

Residential MBS:
FHLMC certificates:

After 1 to 5 years 4,235 - 169 - 4,066 2.33

After 5 to 10 years 201,072 - 18,709 - 182,363 1.55

After 10 years 1,092,289 - 186,558 - 905,731 1.38

1,297,596 - 205,436 - 1,092,160 1.41
GNMA certificates:

Due within one year 5 - - - 5 1.73

After 1 to 5 years 15,508 - 622 - 14,886 2.00

After 5 to 10 years 45,322 1 3,809 - 41,514 1.31

After 10 years 232,632 51 27,169 - 205,514 2.47

293,467 52 31,600 - 261,919 2.27
FNMA certificates:

After 1to 5 years 9,685 - 521 - 9,164 1.76

After 5 to 10 years 358,346 - 31,620 - 326,726 1.68

After 10 years 1,186,635 124 186,757 - 1,000,002 1.38

1,554,666 124 218,898 - 1,335,892 1.45
CMOs issued or guaranteed by the FHLMC, FNMA,
and GNMA:
After 10 years 302,232 - 56,539 - 245,693 1.44
Private label:

After 10 years 7,903 - 2,026 83 5,794 6.83

Total Residential MBS 3,455,864 176 514,499 83 2,941,458 1.52
Commercial MBS:

After 1to 5 years 30,578 - 4,463 - 26,115 243

After 5 to 10 years 44,889 - 5,603 - 39,286 1.89

After 10 years 121,464 - 23,732 - 97,732 1.23
Total Commercial MBS 196,931 - 33,798 - 163,133 1.56
Total MBS 3,652,795 176 548,297 83 3,104,591 1.52
Other

Due within one year 500 - - - 500 0.84
Total available-for-sale debt securities $ 6,398,197 $ 247 $ 798,466 458 $ 5,599,520 1.22

(1) Excludes accrued interest receivable on available-for-sale debt securities that thtaleillion as of December 31, 2022 reported as part of accrued interest receivable on loans and investment securities in
gonsolidated statements of financial condition, and excluded from the estimate of atgslit

(2) Iessists of a residential pass-through MBS issued by the PRHFA that is collateralized by certain second mortgages originated under a program launched by the Puerto Rico government in 2010 and
Riatusdrressien the delinquency status of the underlying second mortgage loans
collateral.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Maturities of available-for-sale debt securities are based on the period of final contractual maturity. Expected maturities
diffeigihom contractual maturities because they may be subject to prepayments and/or call options. The weighted-average
yieddlabfe-for-sale debt securities is based on amortized cost and, therefore, does not give effect to changes in fair value.
Uheealzed gain or loss on available-for-sale debt securities is presented as part of accumulated other comprehensivéhe
tasssolidated statements of financial condition.

The following tables present the fair value and gross unrealized losses of the Corporation’s available-for-sale debt

aggesyaitiesby investment category and length of time that individual securities have been in a continuous unrealized loss
pb3itien 385 2023 and December 31, 2022. The tables also include debt securities for which an ACL was recorded.

As of June 30, 2023

Less than 12 months 12 months or more Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
U.S. Treasury and U.S. GSEs’
obligations $ 2,887 $ 4 $ 2496214 $ 224585 $ 2,499,101 $ 224,589
Puerto Rico government obligations - 2,111 794 (1) 2,111 794
MBS:
Residential MBS:
FHLMC 19,638 959 1,011,666 197,979 1,031,304 198,938
GNMA 50,543 1,335 189,454 29,534 239,997 30,869
FNMA 42,650 2,361 1,204,127 209,264 1,246,777 211,625
CMOs issued or guaranteed by the FHLMC,
FNMA, and GNMA 378 10 229,549 58,257 229,927 58,267
Private label - - 5,246 2,168(1) 5,246 2,168
Commercial MBS 15,403 370 141,061 38,335 156,464 38,705
$ 131,499 $ 5,039 $ 5,279,428 $ 760,916 $ 5410927 $ 765,955

(1) Unrealized losses do not include the credit loss component recorded as part of the ACL. As of June 30, 2023, the PRHFA

$0.1 million, respectively.

As of December 31, 2022

bond and private label MBS hadam#illeroasd

Less than 12 months 12 months or more Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
U.S. Treasury and U.S. GSEs’
obligations $ 298,313 $ 18,057 $ 2,174,724 $ 231,357 $ 2,473,037 $ 249,414
Puerto Rico government obligations - - 2,201 755 (1) 2,201 755
MBS:
Residential MBS:
FHLMC 260,524 45,424 831,637 160,012 1,092,161 205,436
GNMA 74,829 3,433 179,854 28,167 254,683 31,600
FNMA 405,977 49,479 920,200 169,419 1,326,177 218,898
CMOs issued or guaranteed by the FHLMC,
FNMA, and GNMA 45,370 6,735 200,323 49,804 245,693 56,539
Private label - - 5,794 2,026(1) 5,794 2,026
Commercial MBS 30,179 2,215 132,953 31,583 163,132 33,798
$ 1115192 $ 125343 $ 4,447,686 $ 673,123 $ 5562878 $ 798,466

(1) Unrealized losses do not include the credit loss component recorded  as part of the ACL. As of December 31, 2022, the

and $.1 million, respectively.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Assessment for Credit Losses

Debt securities issued by U.S. government agencies, U.S. GSEs, and the U.S. Treasury, including notes and MBS,
subseotiatid ddof the total available-for-sale portfolio as of June 30, 2023, and the Corporation expects no credit losses
sactimitges, given the explicit and implicit guarantees provided by the U.S. federal government. Because the decline in fair
wéthilsuiable to changes in interest rates, and not credit quality, and because, as of June 30, 2023, the Corporation did not
maentttee sell these U.S. government and agencies debt securities and determined that it was likely that it will not be required
theselkecurities before their anticipated recovery, the Corporation does not consider impairments on these securities to
helateeldiThe Corporation’s credit loss assessment was concentrated mainly on private label MBS and on Puerto Rico
gevearitieerfodeich credit losses are evaluated on a quarterly basis.

Private label MBS held as part of the Corporation’s available for sale portfolio consist of trust certificates issued by an
padpdifickied by fixed-rate, single-family residential mortgage loans in the U.S. mainland with original FICO scores over
nftlerzde loan-to-value ratios (und80%), as well as moderate delinquency levels. Upon the discontinuance of LIBOR after
2023, and following the provisions oflthres B@justable Interest Rate Act (the “LIBOR Act”) and Regulation ZZ, the interest
theseprivate label MBS will transition during the third quarter of 2023 fr@month LIBOR plus a spread to 3-month CME
Secured Overnight Financing Rate (“SOFR”) plus a tenor spread adjustmer@t.261626 detimhe original spread limited to
weighted-average coupon of the underlying collateral. The Corporation determined ttieACL for private label MBS based on
adjisked discounted cash flow methodology that considers the structure and terms of the instruments. The Corporation
ptibizadility of default (“PDs”) and loss given default (“LGDs”) that considered, among other things, historical payment
[menfetorealice, attributes, and relevant current and forward-looking macroeconomic variables, such as regional unemployment
theeharging price index. Under this approach, expected cash flows (interest and principal) were discounted at the Treasury
yielof coeveeporting date. See Note 18 — Fair Value for the significant assumptions used in the valuation of the private label
MBS 88,02023 and December 31, 2022.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

For the residential pass-through MBS issued by the PRHFA held as part of the Corporation’s available-for-sale portfolio
sebtaoltethdgage residential loans in Puerto Rico, the ACL was determined based on a discounted cash flow
owtbideotepyhthstructure and terms of the debt security. The expected cash flows were discounted at the Treasury yield
spreadphiss af the reporting date and compared to the amortized cost. The Corporation utilized PDs and LGDs that
othresidiieds atristayical payment performance, loan-to-value attributes, and relevant current and forward-looking
mabesoBoRticas regional unemployment rates, the housing price index, and expected recovery from the PRHFA guarantee.
R&HAPuerto Rico government, provides a guarantee in the event of default and subsequent foreclosure of the properties
threlsdgorgl mortgage loans and its ability to honor such guarantee will depend on, among other factors, its financial
tiovegioeh abllyation becomes due and payable. Deterioration of the Puerto Rico economy or fiscal health of the PRHFA could
thmpaetue of this security, resulting in additional losses to the Corporation.

The following tables present a roll-forward by major security type for the quarters and six-month periods ended June 30,
2023 aehthe ACL on available-for-sale debt securities:

Quarter Ended June 30, 2023 Six-Month Period Ended June 30, 2023
Puerto Rico Puerto Rico
Private label Government Private label Government
MBS Obligations Total MBS Obligations Total
(In thousands)

Beginning $ 83 $ 366 $ 449 3 83 $ 375 % 458
PARIGBN for credit losses - benefit - (16) (16) - (25) (25)
ACL on available-for-sale debt securities ¢ 83 $ 350 $ 433 $ 83 $ 350 $ 433

Quarter Ended June 30, 2022 Six-Month Period Ended June 30, 2022
Puerto Rico Puerto Rico
Private label Government Private label Government
MBS Obligations Total MBS Obligations Total
(In thousands)
Beginning $ 403 $ 308 $ 711 $ 797 % 308 $ 1,105
PARIGBN for credit losses - (benefit) expense (113) 78 (35) (501) 78 (423)
Net charge-offs - - - (6) - (6)
ACL on available-for-sale debt securities ¢ 200 $ 386 $ 676 $ 200 $ 386 $ 676
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Held-to-Maturity Debt Securities

The amortized cost, gross unrecognized gains and losses, estimated fair value, ACL, weighted-average yield and
matantrestoiheld-to-maturity debt securities as of June 30, 2023 and December 31, 2022 were as follows

June 30, 2023

Gross Unrecognized Weighted-
Amortized cost) Gains Losses Fair value ACL average
(Dollars in thousands) yield%
Puerto Rico municipal bonds:
Due within one year $ 1,205 $ - $ 29 $ 1,176 $ 26 5.90
After 1 to 5 years 42,736 661 1,360 42,037 689 6.93
After 5 to 10 years 56,160 2,733 446 58,447 3,209 7.44
After 10 years 66,023 - 2,023 64,000 4,477 8.54
Total Puerto Rico municipal bonds 166,124 3,394 3,858 165,660 8,401 7.74
MBS:
Residential MBS:
FHLMC certificates:
After 5 to 10 years 18,836 - 1,203 17,633 - 3.03
After 10 years 18,936 = 906 18,030 - 4.33
37,772 - 2,109 35,663 - 3.68
GNMA certificates:
After 10 years 17,765 - 1,046 16,719 - 3.35
FNMA certificates:
After 10 years 69,956 - 3,161 66,795 - 4.17
CMOs issued or guaranteed by
FHLMC, FNMA, and GNMA
After 10 years 30,197 - 1,658 28,539 - 3.49
Total Residential MBS 155,690 - 7,974 147,716 - 3.83
Commercial MBS:
After 1to 5 years 9,533 = 479 9,054 - 3.48
After 10 years 93,379 - 5,628 87,751 - 3.15
Total Commercial MBS 102,912 - 6,107 96,805 - 3.18
Total MBS 258,602 - 14,081 244,521 - 3.57
Total held-to-maturity debt securitie$ 424,726 $ 3,394 $ 17,939 $ 410,181 $ 8,401 5.20
() Excludes accrued interest receivable on held-to-maturity debt securities that tétalenllion as of June 30, 2023 reported as part of accrued interest receivable on loans and investment securities in

gonsolidated statements of financial condition, and excluded from the estimate ofigsedit
losses.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

FIRST BANCORP.

December 31, 2022

Gross Unrecognized Weighted-
Amortized costy Gains Losses Fair value ACL average
(Dollars in thousands) yield%
Puerto Rico municipal bonds:
Due within one year $ 1,202 $ - 3% 15 $ 1,187 $ 2 5.20
After 1 to 5 years 42,530 886 1,076 42,340 656 6.34
After 5 to 10 years 55,956 3,182 360 58,778 3,243 6.29
After 10 years 66,022 - 1,318 64,704 4,385 7.10
Total held-to-maturity debt securities 165,710 4,068 2,769 167,009 8,286 6.62
MBS:
Residential MBS:
FHLMC certificates:
After 5to 10 years 21,443 - 746 20,697 - 3.03
After 10 years 19,362 o 888 18,474 o 4.21
40,805 - 1,634 39,171 - 3.59
GNMA certificates:
After 10 years 19,131 - 943 18,188 - 3.35
FNMA certificates:
After 10 years 72,347 - 3,155 69,192 - 4.14
CMOs issued or guaranteed by
FHLMC, FNMA, and GNMA
After 10 years 34,456 - 1,424 33,032 - 3.49
Total Residential MBS 166,739 o 7,156 159,583 o 3.78
Commercial MBS:
After 1 to 5 years 9,621 o 396 9,225 o 3.48
After 10 years 95,467 - 4,169 91,298 - 3.15
Total Commercial MBS 105,088 - 4,565 100,523 - 3.18
Total MBS 271,827 - 11,721 260,106 - 3.55
Total held-to-maturity debt securitie$ 437,537 $ 4,068 $ 14,490 $ 427,115 $ 8,286 4.71
1) Excludes accrued interest receivable on held-to-maturity debt securities that tétalellion as of December 31, 2022 reported as part of accrued interest receivable on loans and investment

gonsolidated statements of financial condition, and excluded from the estimate ogeteglities in the

losses.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The following tables present the Corporation’s held-to-maturity debt securities’ fair value and gross unrecognized
agtpsseded by category and length of time that individual securities had been in a continuous unrecognized loss position, as
80,023 and December 31, 2022, including debt securities for which an ACL was recorded:

As of June 30, 2023

Less than 12 months

12 months or more

Total

Unrecognized

Unrecognized

Unrecognized

Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
Puerto Rico municipal bonds $ - $ - $ 107,673 $ 3,858 $ 107,673 $ 3,858
MBS:
Residential MBS:
FHLMC certificates 35,663 2,109 - - 35,663 2,109
GNMA certificates 16,719 1,046 - - 16,719 1,046
FNMA certificates 66,795 3,161 - - 66,795 3,161
CMOs issued or guaranteed by FHLMC,
FNMA, and GNMA 28,539 1,658 - - 28,539 1,658
Commercial MBS 9,054 479 87,751 5,628 96,805 6,107
Total held-to-maturity debt securities $ 156,770 $ 8,453 $ 195,424 $ 9,486 $ 352,194 $ 17,939
As of December 31, 2022
Less than 12 months 12 months or more Total
Unrecognized Unrecognized Unrecognized
Fair Value Losses Fair Value Losses Fair Value Losses
(In thousands)
Puerto Rico municipal bonds $ - % - $ 98,797 $ 2,769 $ 98,797 $ 2,769
MBS:
Residential MBS:
FHLMC certificates 39,171 1,634 - - 39,171 1,634
GNMA certificates 18,188 943 - - 18,188 943
FNMA certificates 69,192 3,155 - - 69,192 3,155
CMOs issued or guaranteed by FHLMC,
FENMA, and GNMA 33,032 1,424 = = 33,032 1,424
Commercial MBS 100,523 4,565 - - 100,523 4,565
Total held-to-maturity debt securities $ 260,106 $ 11,721 $ 98,797 $ 2,769 $ 358,903 $ 14,490
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The Corporation classifies the held-to-maturity debt securities portfolio into the following major security types: MBS
GSssuaddbiPuerto Rico municipal bonds. The Corporation does not recognize an ACL for MBS issued by GSEs since they
eaeedipylnajor rating agencies and have a long history of no credit losses. In the case of Puerto Rico municipal bonds, the
Getgronaties) the ACL based on the product of a cumulative PD and LGD, and the amortized cost basis of the bonds
eaimey expected life as described in Note 1 — Nature of Business and Summary of Significant Accounting Policies, to the
aud#elidated financial statements included in the 2022 Annual Report on Form 10-K.

The Corporation performs periodic credit quality reviews on these issuers. All of the Puerto Rico municipal bonds were
to suinkegidled contractual payments as of June 30, 2023. A security is considered to be past due once it is 30 days
oodentteathrpasifdhe agreement. The ACL of Puerto Rico municipal bonds increaséi4on§ilion as of June 30, 2023, from&3
million as of December 31, 2022, mostly driven by updated financial information of certain bond issuers received during 2023.

The following tables present the activity in the ACL for held-to-maturity debt securities by major security type for the
gixamerghapdriods ended June 30, 2023 and 2022:

Puerto Rico Municipal Bonds

Quarter Ended Six-Month Period Ended
June 30, 2023 June 30, 2023
(In thousands)
Beginning Balance $ 7,646 $ 8,286
Provision for credit losses - expense 755 115
ACL on held-to-maturity debt securities $ 8,401 $ 8,401

Puerto Rico Municipal Bonds

Quarter Ended Six-Month Period Ended
June 30, 2022 June 30, 2022
(In thousands)
Beginning Balance $ 12,324 % 8,571
Provision for credit losses - (benefit) expense (3,439) 314
ACL on held-to-maturity debt securities $ 8,885 $ 8,885

During the second quarter of 2019, the oversight board established by PROMESA announced the designation of Puerto
muRicipalifi8s as covered instrumentalities under PROMESA. Municipalities may be affected by the negative economic and
eftbers resulting from expense, revenue, or cash management measures taken by the Puerto Rico government to address
sitsidismal or measures included in its fiscal plan or fiscal plans of other government entities. Given the inherent uncertainties
fiboaitgheation of the Puerto Rico central government and the measures taken, or to be taken, by other government entities in
tespamsemic and fiscal challenges, the Corporation cannot be certain whether future charges to the ACL on these
sequirgids will be

From time to time, the Corporation has held-to-maturity securities with an original maturity of three months or less
toatsmlered cash and cash equivalents and are classified as money market investments in the consolidated statements
obrfufiioniads of June 30, 2023 and December 31, 2022, the Corporation had no outstanding held-to-maturity securities
thassifisre as cash and cash equivalents.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Credit Quality Indicators:

The held-to-maturity debt securities portfolio consisted of MBS issued by GSEs and financing arrangements with
mupiEpalifkisassued in bond form. As previously mentioned, the Corporation expects no credit losses on GSEs MBS. The
Rieertimunicipal bonds are accounted for as securities but are underwritten as loans with features that are typically found in
rmmmekc@rdingly, the Corporation monitors the credit quality of these municipal bonds through the use of internal credit-risk
veichsare generally updated on a quarterly basis. The Corporation considers a municipal bond as a criticized asset if its risk
Epiegjak Mention, Substandard, Doubtful, or Loss. Puerto Rico municipal bonds that do not meet the criteria for
chisifiedtamsets are considered to be Pass-rated securities. For the definitions of the internal credit-risk ratings, see Note 3
Sef@atites, to the audited consolidated financial statements included in the 2022 Annual Report on Form 10-K.

The Corporation periodically reviews its Puerto Rico municipal bonds to evaluate if they are properly classified, and to
craditdssses on these securities. The frequency of these reviews will depend on the amount of the aggregate outstanding
debt;aimd) tassification of the obligor.

The Corporation has a Loan Review Group that reports directly to the Corporation’s Risk Management
ad@onsmitaelyars the Chief Risk Officer. The Loan Review Group performs annual comprehensive credit process reviews
Bhathes commercial loan portfolios, including the above-mentioned Puerto Rico municipal bonds accounted for as held-to-
deditisgeurities. The objective of these loan reviews is to assess accuracy of the Bank’s determination and maintenance of
le@ingisind its adherence to lending policies, practices and procedures. The monitoring performed by this group contributes
ass#ssment of compliance with credit policies and underwriting standards, the determination of the current level of credit
agk|udtion of the effectiveness of the credit management process, and the identification of any deficiency that may arise in
thatiadiprocess. Based on its findings, the Loan Review Group recommends corrective actions, if necessary, that help in
maoguathergdit process. The Loan Review Group reports the results of the credit process reviews to the Risk Management
Committee.

As of June 30, 2023 and December 31, 2022, all Puerto Rico municipal bonds classified as held-to-maturity were classified

as Pass.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

NOTE 3 - LOANS HELD FOR INVESTMENT

The following table provides information about the loan portfolio held for investment by portfolio segment and

gedyaghiedataddnysas of the indicated dates:

As of June 30, As of December 31,
2023 2022
(In thousands)
Puerto Rico and Virgin Islands region:
Residential mortgage loans, mainly secured by first mortgages $ 2,352,310 $ 2,417,900
Construction loans 69,219 34,772
Commercial mortgage loans 1,800,289 1,834,204
Commercial and Industrial ("C&I") loans 2,011,774 1,860,109
Consumer loans 3,487,454 3,317,489
Loans held for investment $ 9,721,046 $ 9,464,474
Florida region:
Residential mortgage loans, mainly secured by first mortgages $ 441,480 $ 429,390
Construction loans 94,779 98,181
Commercial mortgage loans 519,780 524,647
Cé&l loans 934,427 1,026,154
Consumer loans 7,803 9,979
Loans held for investment $ 1,998,269 $ 2,088,351
Total:
Residential mortgage loans, mainly secured by first mortgages $ 2,793,790 $ 2,847,290
Construction loans 163,998 132,953
Commercial mortgage loans 2,320,069 2,358,851
Cé&l loans ® 2,946,201 2,886,263
Consumer loans 3,495,257 3,327,468
Loans held for investmen® 11,719,315 11,552,825
ACL on loans and finance leases (267,058) (260,464)
Loans held for investment, net $ 11452257 $ 11,292,361

(1) As of June 30, 2023 and December 31, 2022, incig@iegimillion and 838.5million, respectively, of commercial loans that were secured by real estate
frimary source of repayment at origination was not dependentupon the aedl thstate.
(2) Includes accretable fair value net purchase discouf. birfilion and £9.3million as of June 30, 2023 and December 31, 2022,
respectively.
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FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The Corporation’s aging of the loan portfolio held for investment, as well as information about nonaccrual loans with no
poAfolio blasses as of June 30, 2023 and December 31, 2022 are as follows:

As of June 30, 2023 Days Past Due and Accruing
Nonaccrual
90+ Nonaccrual Total loans held Loans with no
C 30-59 60-89 LoE @) for investment ACL ©®
(In thousands)
Residential mortgage loans, mainly secured by first mortgages:
FHA/VA government-guaranteed loand @ © $ 69,242 $ - $ 1605 $ 34,038 $ -8 104,885 $ -
Conventional residential mortgage loard © 2,613,464 - 29,274 12,915 33,252 2,688,905 1,861
Commercial loans:
Construction loans® 161,248 1,062 11 - 1,677 163,998 973
Commercial mortgage loan€ © 2,287,864 4,551 565 5,553 21,536 2,320,069 11,834
C&l loans 2,928,957 1,827 1,186 5,037 9,194 2,946,201 1,816
Consumer loans:
Auto loans 1,803,442 44,425 8,281 - 11,311 1,867,459 3,464
Finance leases 778,649 8,015 1,564 - 2,483 790,711 496
Personal loans 359,898 4,363 1,985 - 1,353 367,599 -
Credit cards 305,434 3,734 2,620 5,668 - 317,456 -
Other consumer loans 147,419 2,191 1,207 - 1,215 152,032 35
Total loans held for investment $ 11,455,617 $ 70,168 $ 48,298 $ 63,211 $ 82,021 $ 11,719,315 $ 20,479

(1) Itis the Corporation's policy to report delinquent Federal Housing Authority (“FHA")/Veterans Affairs (“VA") government-guaranteed residential mortgage loans as past-due loans 90 days and still
twoenagesagpassdThe Corporation continues accruing interest on these loans until they have passed the 15 months delinquency mark, taking into consideration the FHA interest curtailment process.
Medsehdidupdlion of residential mortgage loans guaranteed by the FHA that were over 15 months delinquent as of June 30,

(2) tpcludes purgloased credit deteriorated ("PCD") loans previously accounted for under ASC Subtopic 310-30, "Loans and Debt Securities Acquired with Deteriorated Credit Quality" ("ASC Subtopic 310-
8e)Gorpetigion made the accounting policy election of maintaining pools of loans as “units of account” both at the time of adoption of CECL on January 1, 2020 and on an ongoing basis for credit loss
Trteesitearenivill continue to be excluded from nonaccrual loan statistics as long as the Corporation can reasonably estimate the timing and amount of cash flows expected to be collected on the loan
puels|orms sontsacasally past due 90 days or more, amountiggimillion as of June 30, 2023 8.5million conventional residential mortgage loans afd million commercial mortgage loans), is presented in
fpans past due 90 days or more and still accruing category in thg table $

(3) Hsdwee rebooked loans, which were previously pooled into GNMA securities, amountiigtaillion as of June 30, 2023. Under the GNMA program, the Corporation has the option but not the obligation
gepurchase loans that meet GNMA's specified delinquency criteria. For accounting purpages, these loans subject to the repurchase option are required to be reflected on the financial statements with
Babiiftgetting

(4) Nonaccrual loans in the Florida region amounted@& million as of June 30, 2023, primarily nonaccrual residential mortgage loans and C&|

(5) fhcludes 0.3million of nonaccrual C&l loans with nd%&0E-in the Florida region as of June 30,

(6) icccrding to2@3corporation’s delinquency policy and consistent with the instructions for the preparation of the Consolidated Financial Statements for Bank Holding Companies (FR Y-9C) requiredy

Board, residential mortgage, commercial mortgage, and construction loans are considered past due when the borrower is in arrears on two or more monthly payments. FHA/VAovernment-
goaventiethloesidential mortgage loans, commercial mortgage loans, and construction loans past due 30-59 days, but less than two payments in arrears, as of June 30, 20B3valiimynté2.9million, 1.9
foion, and 0.2million, $
$ respectively.
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As of December 31, 2022 Days Past Due and Accruing
Nonaccrual
90+ Nonaccrual  Total loans held Loans with no
Current 30-59 60-89 LEE) “ for ir ACL ©
(In thousands)
Residential mortgage loans, mainly secured by first mortgages:
FHA/VA government-guaranteed loarf8®® $ 67,116 $ -3 2586 $ 48456 $ - % 118,158 $ -
Conventional residential mortgage loar&© 2,643,909 - 25,630 16,821 42,772 2,729,132 2,292
Commercial loans:
Construction loans 130,617 - - 128 2,208 132,953 977
Commercial mortgage loan§ © 2,330,094 300 2,367 3,771 22,319 2,358,851 15,991
C&l loans 2,868,989 1,984 1,128 6,332 7,830 2,886,263 3,300
Consumer loans:
Auto loans 1,740,271 40,039 7,089 - 10,672 1,798,071 2,136
Finance leases 707,646 7,148 1,791 - 1,645 718,230 330
Personal loans 346,366 3,738 1,894 - 1,248 353,246 -
Credit cards 301,013 3,705 2,238 4,775 - 311,731 -
Other consumer loans 141,687 1,804 1,458 - 1,241 146,190
Total loans held for investment $ 11,277,708 $ 58,718 $ 46,181 $ 80,283 $ 89,935 $ 11,552,825 $ 25,026

(1) Itis the Corporation's policy to report delinquent FHA/VA government-guaranteed residential mortgage loans as past-due loans 90 days and still accruing as opposed taonaccrual loans. The
ingiecentinndbese loans until they have passed the 15 months delinquency mark, taking into consideration the FHA interest curtailment process. These b&@u2relioclotieesidential mortgage
guaranteed by the FHA that were over 15 months delinquent as of December 31, loans

(2) B@22des PCD loans previously accounted for under ASC Subtopic 310-30 for which the Corporation made the accounting policy election of maintaining pools of loans as “units of account” both at the

gﬁ@lﬁfhmpﬂanuary 1, 2020 and on an ongoing basis for credit loss measurement. These loans will continue to be excluded from nonaccrual loan statistics as long as the Corporation can reasonably
ahsiagh flows to be collected on the loan pools. The portion of such loans contractually past due 90 days or more, at@dmiifigrias of December 31, 202211.0million conventional

gesidential mortgage loans an#l.0million commercial mortgage loans), is presented in the loans past due 90 days or more and still accruing cagggory in the table

fnclude rebooked loans, which wetsewereviously pooled into GNMA securities, amountif@.8million as of December 31, 2022. Under the GNMA program, the Corporation has the option but not the

fepurchase loans that meet GNMA's specified delinquency criteria. For accounting purposasightise foans subject to the repurchase option are required to be reflected on the financial statements with an

I

baiiting
(4) Nonaccrual loans in the Florida region amounted@million as of December 31, 2022, primarily nonaccrual residential mortgage
(5) fhcludes 0.3million of nonaccrual C&l loans with nd%&0E-in the Florida region as of December 31,

(6) iccording to2@2corporation’s delinquency policy and consistent with the instructions for the preparation of the Consolidated Financial Statements for Bank Holding Companies (FR Y-9C) requirebly
fReseadeBoard, residential mortgage, commercial mortgage, and construction loans are considered past due when the borrower is in arrears on two or more monthly payments. FHA/VAjovernment-
goaventiethloesidential mortgage loans, and commercial mortgage loans past due 30-59 days, but less than two payments in arrears, as of December 31, 2082 arilliomte63@million, and 1.6 million,
fespectively. $ $

When a loan is placed in nonaccrual status, any accrued but uncollected interest income is reversed and charged
incagaénanithttieesamortization of any net deferred fees is suspended. The amount of accrued interest reversed against
fotatedt §nsoniidon and $1.1 million for the quarter and six-month period ended June 30, 2023, respectively, compared vatB
million and $0.7 million for tife quarter and six-month period ended June 30, 2022, respectively. For the quarter and six-month
ended June 3(Qe#0d3, the cash interest income recognized on nonaccrual loans amounte@i5Staniflion and $1.0 million,
respectively, compared to0$3 million and $0.7 million for the quarter and six-month period ended June 30, 2022, respectively.

As of June 30, 2023, the recorded investment on residential mortgage loans collateralized by residential real estate
wepeopetity fratess of foreclosure amounted B0 million, including $21.5 million of FHA/VA government-guaranteed
loans, and $.2 million of PCD loans acquired prior to the adoption, on Jamatgdge2020, of CETie Corporation commences
foreclosure process on residential real estate loans when a borrower becati@sdays delinquiet. Foreclosure procedures
timelines vary depending on whether the property is located in a judicial or noajdicial state. Occasionally, foreclosures
degyled due to, among other reasons, mandatory mediations, bankruptcy, court delays, and title issues.

Credit Quality Indicators:

The Corporation categorizes loans into risk categories based on relevant information about the ability of the borrowers to service
their debt such as current financial information, historical payment experience, credit documentation, public information, and current
economic trends, among other factors. The Corporation analyzes non-homogeneous loans, such as commercial mortgage, C&l, ar
construction loans individually to classify the loans’ credit risk. As mentioned above, the Corporation periodically reviews its
commercial and construction loans to evaluate if they are properly classified. The frequency of these reviews will depend on the
amount of the aggregate outstanding debt, and the risk rating classification of the obligor. In addition, during the renewal and annus
review process of applicable credit facilities, the Corporation evaluates the corresponding loan grades. The Corporation uses the sai
definition for risk ratings as those described for Puerto Rico municipal bonds accounted for as held-to-maturity debt securities, as
discussed in Note 3 — Debt Securities, to the audited consolidated financial statements included in the 2022 Annual Report on Forr

10-K.

For residential mortgage and consumer loans, the Corporation also evaluates credit quality based on its interest accrual status.
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Based on the most recent analysis performed, the amortized cost of commercial and construction loans by portfolio
origlaaties aediblpased on the internal credit-risk category as of June 30, 2023, the gross charge -offs for the six-month
penedendeds by portfolio classes and by origination year, and the amortized cost of commercial and construction loans by
plagt@mbased on the internal credit-risk category as of December 31, 2022, were as follows:

As of June 30, 2023
Puerto Rico and Virgin Islands Term Loans

region Amortized Cost Basis by Origination As of D 31
Year 2022
Revolving
Loans
Amortized
2023 022 2021 2020 2019 Prior Cost Basis Total Total

(In thousands)

CONSTRUCTION

Risk

Rl $ 29645 S 22238 $ 11093 $ o - s 3887 - % 66863 $ 31,879
Criticized:
Special - - - - - - -

Menéisﬁslandard - 7 - - - 2,349 - 2,356 2,893
Doubtful - - - - - - -

Loss
Total construction loans $ 29645 $ 22245 $ 11,093 _$ - 3 -3 6236 _$ - $ 69219 $ 34772

Charge-offs on construction loans $ - 3 -3 -3 - 3 - $ 38 $ - S 38

COMMERCIAL MORTGAGE
Risk
Ratings:
Pa%s $ 94,161 $ 385980 $ 139699 $ 322,212 $ 283,938

@

381,556

@

427 $ 1,607,973 $ 1,655,728
Criticized:
Special - 4,487 - 33,698 - 118,636 - 156,821 145,415
Menliog
Substandard 2 129 = = 2,847 32,519 = 35,495 33,061
Doubtful
Loss = = = = = = =

Total commercial mortgage loans $ 94161 $ 390506 $ 139699 _$ 3550910 $ 286,785 $ 532,711

%3

427 $ 1800289 $ 1,834,204

Charge-offs on commercial mortgage loans $ = 3 = 3 =3 = 3 = 3 106§ - 3 106

cal

Risk

Ratings:

Pa%s $ 113567 $ 297,329 $ 193,851 $ 178,144 $ 299,435

@

222,553 $ 649,354 $ 1,954,233 $ 1,789,572
Criticized:
Special - - = - 508 12,709 22,537 35,754 43,224
Memiog
Substandard - - 389 634 13,797 6,682 285 21,787 27,313
Doubtful - - - - - - -
Loss

Total C&I S$ 113567 $ 207320 $ 194240 $ 178778 $ 313.740 $ 241944 $ 672176 $ 2011774 $ 1860100

|
Marge-offs on Ca&l s - s s Y . s - s 211 8 55 266

B?r@cludes accrued interest
receivable.
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As of June 30, 2023

Term Loans

Florida Amortized Cost Basis by Origination % As of December 31
region Year 2022
Revolving
Loans
Amortized
2023 2022 2021 020 2019 Prior Cost Basis Total Total

(In thousands)
CONSTRUCTION
Risk
Ratings:

Pass $ 32 % 47,557 $ 47,190 $ -8 -8 - % - 8 94,779 $ 98,181
Criticized:

Special - - - - - _ _ o -
Mention

Substandard - - - - - - - N -
Doubtful - - - - - - — - S

Loss - - - = - = - - -

Total construction loans $ 332 $ 47557 $ 47,190 _$ - 3 - $ - 3 - 3 94779 $ 98.181

Charge-offs on construction loans $ - 3 = 3 = 3 - 3 - $ - $ - $ -

COMMERCIAL MORTGAGE
Risk
Ratings:

Pass $ 6,258 $ 184611 $ 69,659 $ 40,608 $ 51,005 $ 122,449 $ 19,642 $ 494232 $ 503,184
Criticized:

Special - - - - 13,156 11,224 - 24,380 20,295
Mention

Substandard = = 2 1,168 = = = 1,168 1,168
Doubtful - - - - - - - - -
Loss o 2 2 o o o o o o

Total commercial mortgage loans $ 6258 $ 184611 $ 69660 $ 41776 $ 64161 $ 133673 $ 10642 $ 519780 $ 524647

Charge-offs on commercial mortgage loans $ - $ - S - S - 3 - $ - 3 - 3 -

cal

Risk

Ratings:

Pass $ 45172 $ 272,282 $ 153,401 $ 74535 $ 173,170 $ 56,918 $ 117,134 $ 892612 $ 979,151
Criticized:
Special - - 19,580 - 5,976 11,403 - 36,959 17,905

Mention
Substandard - - - 652 193 2,825 300 3,970 29,098

Doubtful - - - - - 886 - 886 -
Loss - - - - - - - - -

Total C&I $ 45172 $ 272282 $ 172981 § 75187 $ 179330 § 72,032 $ 117434 $ 034427 $ 26,154
loans
Charge-offs on C&I $ -3 =3 =3 - 3 =3 6202 $ = $ 6.20;
k‘ﬁ“@«:ludes accrued interest
receivable.
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Total

Amortized Cost Basis by Origination Year

1)

As of June 30,

2023

Term Loans

As of December 31,

2022

Revolving
Loans
Amortized
2023 022 2021 020 019 Prior Total Total
(In thousands)
CONSTRUCTION
Risk
Ratings:
Pass $ 29,677 $ 69,795 $ 58,283 $ -8 -8 3,887 $ - $ 161642 $ 130,060
Criticized:
Special - - - - - - - - -
Mention
Substandard - 7 - - - 2,349 - 2,356 2,893
Doubtful - - - - - - - - -
Loss - - - - - - - -
Total construction loans S$ 290677 $ 690802 $ 58283 _$ - $ - 3 6236 $ - 5 163998 § 132,953
Charge-offs on construction loans $ - 3 - $ - $ - 3 - $ 38 $ - 8 38
COMMERCIAL MORTGAGE
Risk
Ratings:
Pass $ 100419 $ 570591 $ 209,358 $ 362,820 $ 334943 $ 504,005 $ 20,069 $ 2,102,205 $ 2,158,912
Criticized:
Special - 4,487 - 33,698 13,156 129,860 - 181,201 165,710
Mention
Substandard - 129 - 1,168 2,847 32,519 - 36,663 34,229
Doubtful - - - - - - - -
Loss - - - - - - - - -
Total commercial mortgage loans $ 100419 $ 575207 $ 209358 _$ 397686 $ 350946 $ 666384 $ 20069 $ 2320069 _$ 2.358,85
Charge-offs on commercial mortgage loans $ = 3 = 3 = 3 = 3 = 3 106§ = 3 106
cel
Risk
Ratings:
Pass $ 158739 $ 569,611 $ 347,252 $ 252,679 $ 472,605 $ 279471 $ 766,488 $ 2,846,845 $ 2,768,723
Criticized:
Special - - 19,580 - 6,484 24,112 22,537 72,713 61,129
Mention
Substandard - - 389 1,286 13,990 9,507 585 25,757 56,411
Doubtful B B B B - 886 B 886 B
Loss = = = = = = = =
Total C&! $ 158730 $ 560.611 $ 367.221 $ 253965 $ 493.0790 $ 313976 $ 789610 $ 2946201 $ __ 2.886.263
loans
Charge-offs on C&l $ - $ - $ -3 $ - S 6413 $ 55 $ 6,468
m"@cludes accrued interest
receivable.
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The following tables present the amortized cost of residential mortgage loans by portfolio classes and by origination year
actasgdstaius as of June 30, 2023, the gross charge-offs for the six-month period ended June 30, 2023 by portfolio
oldgisesiemgday, and the amortized cost of residential mortgage loans by portfolio classes based on accrual status as of

pe22mber 31,

(In thousands)
Puerto Rico and Virgin Islands
RegmA/VA government-guaranteed loans
Accrual Status:
Performing
Non-Performing

Total FHA/VA government-guaranteed loans

Conventional residential mortgage
108g8}ual Status:
Performing
Non-Performing
Total conventional residential mortgage
loans
Total:
Accrual Status:
Performing
Non-Performing
Total residential mortgage loans in Puerto
RcbVirgin Islands
Chﬁ&glgﬂs on residential mortgage
1% accrued interest
receivable.

(@

(In thousands)
Florida Region:
FHA/VA government-guaranteed loans
Accrual Status:
Performing
Non-Performing

Total FHA/VA government-guaranteed loans

Conventional residential mortgage
10488 ual Status:
Performing
Non-Performing
Total conventional residential mortgage
loans
Total:
Accrual Status:
Performing
Non-Performing
Total residential mortgage loans in Florida
Ché?&e‘!%‘ffs on residential mortgage

ans .
E’xc‘]udes accrued interest
receivable.

C

As of June 30, 2023

As of
Term Loans December 31,
Amortized Cost Basis by Origination 2022
Year Revolving
Loans
Amortized
2023 2022 2021 2020 2019 Prior Cost Basis Total Total
$ 118 $ 691 % 689 $ 782 1117 $ 100,760 $ - % 104,157 $ 117,416
$ 118 $ 691 $ 689 $ 782 1117 8 100760 $ - 3 104157 $ 117.416
$ 61,153 $ 170,239 $ 73,033 $ 30819 45799 $ 1,841,296 $ - $ 2222339 $ 2265013
= = 35 = 171 25,608 = 25,814 35,471
$ 61153 $ 170239 $ 73068 $ 30819 45970 $ 1866904 $ - $ 2248153 $ 2300484
$ 61271 $ 170930 $ 73,722 $ 31,601 46916 $ 1,942,056 $ - $ 2326496 $ 2,382,429
2 o 35 o 171 25,608 o 25,814 35,471
$ 61271 $ 170930 $ 73757 $ 31601 47087 $ 1967664 $ - $ 2352310 $ 2417,900
$ - 3 - 3 - 3 3 - 8 2126 $ - 8 2,129
As of June 30, 2023
As of
Term Loans December 31,
Amortized Cost Basis by Origi )
Year Revolving
Loans
Amortized
2023 2022 2021 2020 2019 Prior Cost Basis Total Total
$ - 8 -8 - 8 - - 8 728 % - % 728 % 742
$ —_ 3 $ - 3 - 3 728 $ = 3 28 S 74,
$ 37150 $ 80,115 $ 48955 $ 30517 28459 $ 208,118 $ -3 433,314 $ 421,347
- = - O 259 72 417K 0 7.438 7.301
$ 3715 $ 80115 $ 48055 $ 30517 28718 $ 215297 $ = 3 440,752 §$ 428,648
$ 37150 $ 80115 $ 48955 $ 30517 28,459 $ 208,846 $ - $ 434,042 $ 422,089
- = - = 259 7179 - 7.438 7.301
$ 37150 $ 80115 $ 48955 $ 30517 28718 $ 216,025 $ - 8 441480 $ 429,390
3 3 3 — 3 - 3 3 3 =
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As of June 30, 2023

Term Loans

Amortized Cost Basis by Origi

As of
December 31,

Year Revolving
Loans
Amortized
2023 2022 2021 2020 2019 Prior Cost Basis Total Total
(In thousands)
Total:
FHA/VA government-guaranteed loans
Accrual Status:
Performing $ 118  $ 691 % 689 $ 782 % 1,117 101,488 $ - % 104,885 $ 118,158
Non-Performing - - - - - - - - -
Total FHA/VA government-guaranteed loans $ 118 $ 691 $ 689 782 $ 1117 101,488 $ - $ 104885 $ 118,158
Conventional residential mortgage
1088} ual Status:
Performing $ 98303 $ 250,354 $ 121,988 61,336 $ 74,258 2,049414 $ - $ 2655653 $ 2,686,360
Non-Performing - - 35 - 430 2,787 - 33252 42,772
Total conventional residential mortgage $ 98303 $ 50354 $ 122023 61336 $ 74688 082201 _$ - $ 2688905 $ 2729132
loans
Total:
Accrual Status:
Performing $ 98421 $ 251,045 $ 122,677 62,118 $ 75375 2,150,902 $ - $ 2760538 $ 2,804,518
Non-Performing - = 35 = 430 2.787 - 33.252 42,772
Total residential mortgage $ 98421 $ 251045 $ 122712 62,118 $ 75805 2183689 $ - $ 2793790 $ 2,847,290
Ché?&@-%ffs on residential mortgage $ - $ - 3 = 3 3 = 2126 $ - 8 2,129

ans .
E’xcrludes accrued interest
receivable.

(

=
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The following tables present the amortized cost of consumer loans by portfolio classes and by origination year based on
statasa@salf June 30, 2023, the gross charge -offs for the six-month period ended June 30, 2023 by portfolio classes and by
gaginatanthe amortized cost of consumer loans by portfolio classes based on accrual status as of December 31, 2022:

As of June 30, 2023

Term Loans Dec::ll?::r 31,
Amortized Cost Basis by Originati il 2022
Year Revolving
Loans
Amortized
2023 2022 2021 2020 2019 Prior Cost Basis Total Total
(In thousands)
Puerto Rico and Virgin Islands
Regiatlio
10AR% vl Status:
Performing $ 326,746 $ 604,040 $ 445754 $ 214692 $ 167,480 $ 95343 $ - $ 1854055 $ 1,783,782
Non-Performing 199 2,234 2,530 1,341 2,702 2,255 - 11,261 10,596
Total auto loans $ 326945 $ 606274 $ 448284 $ 216033 $ 170182 $ 97598 $ - $ 1865316 $ 1794378
Charge-offs on auto loans $ 174 $ 3355 $ 2287 $ 886 $ 1205 $ 745 $ - % 8,652
Finance
leAgSRial Status:
Performing $ 159,308 $ 270,541 $ 172,697 $ 76,249 $ 66,859 $ 42574  $ - $ 788,228 $ 716,585
Non-Performing - 619 490 525 380 469 - 2,483 1,645
Total finance leases $ 159,308 $ 271,160 $ 173187 $ 76774 $ 67239 $ 43043 $ - 3 790,711 $ 718,230
Charge-offs on finance leases $ 1 8 656_ 3 485 8 228 $ 341 % 428  $ - 3 2,149
Personal
19888 tual Status:
Performing $ 88,877 $ 148554 $ 43,113 $ 22,164 $ 39,809 $ 23410 $ - % 365,927 $ 351,664
Non-Performing 8 713 222 68 220 122 - 1,353 1,248
Total personal loans $ 88885 $ 149267 $ 43335 $ 22232 $ 40029 $ 23532 $ - 8 367,280 $ 352,912
Charge-offs on personal loans $ 24 8 3414 $ 1435 $ 662 $ 1180 $ 834 $ - 8 7,549
Credit cards:
Accrual Status:
Performing $ -8 -3 -8 - $ -8 - $ 31745 $ 317,456 $ 311,731
Non-Performing - - - - - - - - -
Total credit cards $ - 8 - 3 - 8 - 3 - 8 - $ 31745 3 317,456 $ 311,731
Charge-offs on credit cards $ - 3 - 8 - 3 - 3 - 38 - 3 8447 $ 8,447
Other consumer
10AR8tual Status:
Performing $ 49470 $ 52,078 $ 14386 $ 7261 $ 8,060 $ 5348 $ 8932 $ 145535 $ 139,116
Non-Performing 40 527 192 50 65 201 81 1,156 1,122
Total other consumer loans $ 49510 § 52,605 $ 14578 $ 7311 $ 8125 $ 5549 § 9013 $ 146691 $ 140,238
Charge-offs on other consumer loans $ 89 § 3530 $ 1262 $ 305 $ 600 $ 235 $ 221 % 6,242
Total:
Performing $ 624,401 $ 1,075213 $ 675950 $ 320,366 $ 282208 $ 166,675 $ 326,388 $ 3,471,201 $ 3,302,878
Non-Performing 247 4,093 3,434 1,984 3,367 3,047 81 16,253 14,611
Total consumer loans in Puerto Rico and
ighayidls region $ 624,648 $ 1079306 $ 679384 $ 322350 $ 285575 $ 169722 $ 326469 $ 3487454 $ 3,317,489
Charge-offs on total consumer loans $ 298 $ 10,955  $ 5469 $ 2081 $ 3326 $ 2242  $ 8,668 $ 33,039

Excludes accrued interest
receivable.

1
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As of June 30, 2023

Term Loans As of
December 31,
Amortized Cost Basis by Originati @
Year Revolving
Loans
Amortized
2023 2022 2021 2020 2019 Prior Cost Basis Total Total
(In thousands)
Florida Region:
Auto
10AR%Hual Status:
Performing $ - % - % - % - % 220 % 1873 $ - % 2,093 $ 3,617
Non-Performing - - - - - 50 - 50 76
Total auto loans $ - 8 - 3 - 8 - 3 220 $ 1923 3 - 8 2143 $ 3,693
Charge-offs on auto loans $ -3 - 3 - 3 - 3 23 3 198§ -3 221
Finance
leAzSRial Status:
Performing $ -8 - % -8 - % - % - % -8 - 3 B
Non-Performing - - - - - - - - -
Total finance leases $ - 8 - 3 - 8 - 3 - 3 - 3 - 3 - 8 o
Charge-offs on finance leases $ - 3 - 38 - 3 - 8 8 3 3 -
Personal
19888 tual Status:
Performing $ 244 3 - % 718 4 3 - 8 -3 - 0% 319 $ 334
Non-Performing = = = = = = = - -
Total personal loans $ 244§ - 3 718 4 8 - 8 - 3 - 8 319 $ 334
Charge-offs on personal loans $ - $ - 3 - $ - 3 - 8 - 3 - 8 =
Credit cards:
Accrual Status:
Performing $ - 8 -8 - 8 -8 -8 -8 -8 - $ -
Non-Performing - - - - - - - - -
Total credit cards $ - $ - 3 - $ - 3 - 3 - 3 - 3 - 3 =
Charge-offs on credit cards $ - 3 - 8 - 3 - 8 - 8 - 3 - 3 -
Other consumer
10AR8tual Status:
Performing $ - $ 48 3 227 $ 455  $ - $ 2389 $ 2163 $ 5282 $ 5,833
Non-Performing - - - - - 21 38 59 119
Total other consumer loans $ - S 48 3 227 $ 455 $ - 3 2410 $ 2201 $ 5341 $ 5952
Charge-offs on other consumer loans $ - 8 - 3 - $ - 3 - 3 - 3 - 3 =
Total:
Performing $ 244 48 $ 298 $ 459 $ 220 % 4,262  $ 2,163 $ 7694 $ 9,784
Non-Performing - - - - - 71 38 109 195
Total consumer loans in Florida $ 244 3 48 $ 298 $ 450§ 220§ 4333 $ 2201 $ 7803 § 9,979
Cchdf§i9%s on total consumer loans $ -8 -8 -8 - 8 223 198 5 - s 221
(1) Excludes accrued interest
receivable.
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(In

thousands)

Total:

@)

Auto
1A% ual Status:
Performing
Non-Performing
Total auto loans

Charge-offs on auto loans

Finance
1eAReNial Status:
Performing
Non-Performing
Total finance leases

Charge-offs on finance leases

Personal
1A% ual Status:
Performing
Non-Performing
Total personal loans
Charge-offs on personal loans

Credit cards:
Accrual Status:
Performing
Non-Performing

Total credit cards

Charge-offs on credit cards

Other consumer
1A% ual Status:
Performing
Non-Performing
Total other consumer loans

Charge-offs on other consumer loans

Total:
Performing
Non-Performing
Total consumer loans

Charge-offs on total consumer loans

Excludes accrued interest
receivable.

FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Term Loans

As of June 30, 2023

Amortized Cost Basis by Origi

(1)

As of
December 31,

Year Revolving
Loans
Amortized
2023 2022 2021 2020 2019 Prior Cost Basis Total Total
$ 326,746 $ 604,040 $ 445754 $ 214692 $ 167,700 $ 97,216 $ - $ 1856148 $ 1,787,399
199 2,234 2,530 1,341 2,702 2,305 - 11,311 10,672
$ 326945 $ 606274 $ 448284 $ 216033 $ 170402 $ 99521 $ - $ 1867459 $ 1798071
$ 174 $ 3355  $ 2287  $ 886 $ 1228 $ 943  § -3 8,873
$ 159,308 $ 270,541 $ 172,697 $ 76,249 $ 66,859 $ 42574  $ - $ 788,228 $ 716,585
- 619 490 525 380 469 - 2,483 1,645
$ 159308 $ 271,160 $ 173187 § 76,774 $ 67239 $ 43043 $ - 8 790711 $ 718,230
$ 1_ 8 656_ $ 485 8 228 $ 341 $ 428  $ - 3 2,149
$ 89,121 $ 148554 $ 43,184 $ 22,168 $ 39,809 $ 23410 $ - % 366,246 $ 351,998
8 713 222 68 220 122 - 1,353 1,248
$ 89,129 $ 149267 $ 43406 $ 22,236 40,029 $ 23532 $ - 8 367,599 $ 353,246
$ 24 8 3414 $ 1435 $ 662 S 1180 $ 834 $ - 8 7,549
$ - 8 -3 -8 -3 -8 - $ 317456 $ 317,456 $ 311,731
$ - 8 - 8 - 8 - 3 - 8 - $ 317456 $ 317,456 $ 311,731
$ - 8 - 3 - 8 - 3 - 8 $ 8447 $ 8,447
$ 49,470  $ 52,126 $ 14,613 $ 7716 $ 8,060 $ 7737 $ 11,095 $ 150,817 $ 144,949
40 527 192 50 65 222 119 1,215 1,241
$ 49510 $ 52,653 $ 14805 $ 7766 $ 8125 $ 7959 $ 11214 $ 152,032 $ 146,190
$ 89 § 3530 $ 1262  $ 305 $ 600 $ 235 $ 221 % 6,242
$ 624,645 $ 1,075261 $ 676,248 $ 320,825 $ 282428 $ 170937 $ 328551 $ 3,478,895 $ 3,312,662
247 4,093 3,434 1,984 3,367 3,118 119 16,362 14,806
$ 624892 $ 1079354 $ 679682 $ 322800 $ 285795 $ 174005 $ 328670 _$ 3495257 $ 3.327.468
$ 298 $ 10955 $ 5469 $ 2081 $ 3349 $ 2440 $ 8.668 $ 33.260

As of June 30, 2023 and December 31, 2022, the balance of revolving loans converted to term loansmeterial.

Accrued interest receivable on loans totale82% million as of June 30, 2023 (83.1 million as of December 31, 2022),
reported as part of accrued interest receivable on loans and investment securities in trasconsolidated statements of financial
aoddgiercluded from the estimate of credit losses.
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The following tables present information about collateral dependent loans that were individually evaluated for
detmrrpivseg thé ACL as of June 30, 2023 and December 31, 2022

As of June 30, Collateral Dependent

2023 Collateral Dependent Loans Loans - With No
- With Related Collateral Dependent Loans -
Allowance Related Allowance Total Related
Amortized Cost ___Allowance Amortized Cost Amortized Cost ___ Allowance
(In
fResisentis) mortgage loans:
Conventional residential mortgage loarg 31,199 $ 2,026 $ - $ 31,199 $ 2,026
Commercial loans:
Construction loans - - 956 956 -
Commercial mortgage loans 6,590 1,016 52,447 59,037 1,016
C&l loans 2,563 418 10,601 13,164 418
Consumer loans:
Personal loans - - - - -
Other consumer loans 173 17 - 173 17
$ 40,525 $ 3477 $ 64,004 $ 104,529 $ 3,477
As of December 31, Collateral Dependent
2022 Collateral Dependent Loans Loans - With No
- With Related Collateral Dependent Loans -
Allowance Related Allowance Total Related
Amortized Cost  Allowance Amortized Cost Amortized Cost  Allowance
(In
fResisentis) mortgage loans:
Conventional residential mortgage loars 36,206 $ 2571 $ -3 36,206 $ 2,571
Commercial loans:
Construction loans - - 956 956 -
Commercial mortgage loans 2,466 897 62,453 64,919 897
C&lI loans 1,513 322 17,590 19,103 322
Consumer loans:
Personal loans 56 1 64 120 1
Other consumer loans 207 29 - 207 29
$ 40,448 $ 3.820 $ 81,063 $ 121511 $ 3,820

The allowance related to collateral dependent loans reported in the tables above includes qualitative adjustments applied to
portiedidotivat consider possible changes in circumstances that could ultimately impact credit losses and might not be
redlecieal data or forecasted data incorporated in the quantitative models. The underlying collateral for residential
owrsgager aotlateral dependent loans consisted of single-family residential properties, and for commercial and
conststetiqurifoarily of office buildings, multifamily residential properties, and retail establishments. The weighted-average
ledoe@overage for collateral dependent loans as of June 30, 202368%s compared t670% as of December 31, 2022, which
not considered a significant change in the extent to which collateral secured these loanswas
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Purchases and Sales of Loans

In the ordinary course of business, the Corporation enters into securitization transactions and whole loan sales with
GSENMAicnds FNMA and FHLMC. During the first six months of 2023, loans pooled into GNMA MBS amounted to
&pproxmiiaaalycompared to $9.7 million during the first six months of 2022, for which the Corporation recognized a net gain on
of $1.4 million and $2.3 million,s@spectively. Also, during the first six months of 2023, the Corporation sold approximat2Bgs
million of performing residential mortgage loans to FNMA, for which the Corporation recognized a net gain on sdeahiflion. In
addition, during the first six months of 2022, the Corporation sold approximateR5.8 million and $3.2 million of performing
residential mortgage loans to FNMA and FHLMC, respectively, for which the Corporation recognized a net gain on sal8.8f
rdillion and $0.1 million, respectively. The Corporation’s continuing involvement with the loans that it sells consists primarily
servicing the loan$. In addition, the Corporation agrees to repurchase loans if it breaches any of the representations and
imafnaletiem the sale agreement. These representations and warranties are consistent with the GSEs’ selling and servicing
¢ilededingsring that the mortgage was properly underwritten according to established guidelines).

For loans pooled into GNMA MBS, the Corporation, as servicer, holds an option to repurchase individual delinquent loans
onissuater January 1, 2003 when certain delinquency criteria are met. This option gives the Corporation the unilateral ability,
the obtigation, to repurchase the delinquent loans at par without prior authorization from GNMA. Since the Corporation is
tonsideredgained effective control over the loans, it is required to recognize the loans and a corresponding repurchase
liegdiyless of its intent to repurchase the loans. As of June 30, 2023 and December 31, 2022, rebooked GNMA delinquent
learssitidiided in the residential mortgage loan portfolio amounted &5$nillion and $10.4million, respectively.

During the first six months of 2023 and 2022, the Corporation repurchased, pursuant to the aforementioned repurchasé.9
mikiptican® $6.2 million, respectively, of loans previously pooled into GNMA MBS. The principal balance of these loans is
guaranteed, andutle risk of loss related to the repurchased loans is generally limited to the difference between the
pelnereradrtarest to GNMA, which is computed at the loan’s interest rate, and the interest payments reimbursed by FHA,
odnichuaee at a pre-determined debenture rate. Repurchases of GNMA loans allow the Corporation, among other things, to
awepaible delinquency rates on outstanding GNMA pools and remain as a seller and servicer in good standing with
Bistdécally, losses on these repurchases of GNMA delinquent loans have been immaterial and no provision has been made at
tfestirae

Loan sales to FNMA and FHLMC are without recourse in relation to the future performance of the loans. The Corporation’s
lossslvith respect to these loans is also minimal as these repurchased loans are generally performing loans with
defivimecitasion

During the first six months of 2023 and 2022, the Corporation purchased C&Il loan participations in the Florida region
$28atiition and $76.4million, respectively.
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Loan Portfolio Concentration

The Corporation’s primary lending area is Puerto Rico. The Corporation’s banking subsidiary, FirstBank, also lends in
anthBWSvarkets and in the United States (principally in the state of Florida). Of the total gross loans held for investment
podtfolmliodn as of June 30, 2023, credit risk concentration was approximai®ie in Puerto Rico,17% in the U.S., andi% in the
USVI and BVI.

As of June 30, 2023, the Corporation had1$4.9 million outstanding in loans extended to the Puerto Rico government,
municipalities and public corporations, compared t@®.8 million as of December 31, 2022. As of June 30, 2023,
$105.2 million consisted of loans extended to municipadifipsoxinfatielsto Rico that are general obligations supported by
properssaneslvenues, and28.1 million of loans which are supported by one or more specific sources of municipal
vast majority of revenues of theeveumieipalities included in the Corporation’s loan portfolio are independent of budgetary
pubsidides by the Puerto Rico central government. These municipalities are required by law to levy special property taxes in
auobnts as are required to satisfy the payment of all of their respective general obligation bonds and notes. In addition
taxtloaoed to municipalities, the Corporation’s exposure to the Puerto Rico government as of June 30, 2023 inélgd@dlién in
loans granted to an affiliate of the PuerRico Electric Power Authority (“PREPA”) and $2.1 million in loans to agencies or
corporations of the Puerto Rico government. public

In addition, as of June 30, 2023, the Corporation h&dl.$million in exposure to residential mortgage loans that are
the PRHFA, a government instrumentality that has been geargnéged lag a covered entity under PROMESA, com@dr@aridich
as of December 31, 2022. Residential mortgage loans guaranteed by the PRHFA are secured by the underlying properties
cardatitees serve to cover shortfalls in collateral in the event of a borrower default.

The Corporation also has credit exposure to USVI government entities. As of June 30, 2023, the Corporat#8adillion in

loans to USVI government public corporations, compared 88.% million as of December 31, 2022. As of June 30, 2023, all
were currently performing and up to date on principal and interekstamesyments.
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Loss Mitigation Program for Borrowers Experiencing Financial Difficulty

Effective January 1, 2023, the Corporation adopted ASU 2022-02. For additional information on the adoption, see Note 1 —
Pré&msisatibn and Significant Accounting Policies.

The Corporation provides homeownership preservation assistance to its customers through a loss mitigation program.
upOependigre of a borrower's financial condition, restructurings or loan modifications through this program are provided, as
otbiéasestructurings of individual C&l, commercial mortgage, construction, and residential mortgage loans. The Corporation
meyifistontractual terms to comply with regulations regarding the treatment of certain bankruptcy filings and discharge
situations.

The loan modifications granted to borrowers experiencing financial difficulty that are associated with payment delays

inciypieaty following:

- Forbearance plans — Payments of either interest and/or principal are deferred for a pre-established period of time,
groesaliygneix months in any given year. The deferred interest and/or principal is repaid as either a lump sum
pagtorégtdate or by extending the loan’s maturity date by the number of forbearance months granted.

- Payment plans — Borrowers are allowed to pay the regular monthly payment plus the pre-established delinquent
dorontsperiod generally not exceeding six months. At the end of the payment plan, the borrower is required to resume
itsategglarly scheduled loan payments.

- Trial modifications — These types of loan modifications are granted for residential mortgage loans. Borrower s continue
redkiogd monthly payments during the trial period, which is generally of up to six months. The reduced payments that
bretieaderrower during the trial period will result in a payment delay with respect to the original contractual terms of
gheckdne loan has not yet been contractually modified. After successful completion of the trial period, the mortgage
amrésctually modified.

Modifications in the form of a reduction in interest rate, term extension, an other-than-insignificant payment delay,
combiaagion of these types of loan modifications that have occurred in the current reporting period for a borrower
fimpadidifiiculty are disclosed in the tables below.

The below disclosures relate to loan modifications granted to borrowers experiencing financial difficulty in which there
chavageain the timing and/or amount of contractual cash flows in the form of any of the aforementioned types of
moldifitagioastructurings that resulted in a more-than-insignificant payment delay. These disclosures exduélenflion and $2.5
million in restructured residential mortgage loans that are government-guaranteed (e.g., FHA/VA loans) and were modified
dusirtgrtlaad six-month period ended June 30, 2023, respectively.
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The following tables present the amortized cost basis as of June 30, 2023 of loans modified to borrowers experiencing
difffowdtycihlring the quarter and six-month period ended June 30, 2023, by portfolio classes and type of modification granted,
grdpercentage of these modified loans relative to the total period-end amortized cost basis of receivables in the portfolio

class:
Quarter Ended June 30,
Payment Delay 2023
Only
Combination of Forgiveness Percentage of
Interest Interest of principal Total
Payment Trial Rate Term Rratection and andlor Byrtfolio
Forbearance ificati i il Term il i Other otal
(In thousands)
Conventional residential mortgage $ - % $ 210 $ $ 73 % $ -8 $ 283 0.01%
to8Astruction loans - - -
Commercial mortgage loans - 30,170 30,170 1.30%
C&l loans 187 - 187 0.01%
Consumer
loansayto loans 82 69 678 (1) 829 0.04%
Personal loans - 41 71 - 112 0.03%
Credit cards 486 (2) - - 486 0.15%
Other consumer loans - - 146 40 - 10 (1) 196 0.13%
Total modifications $ - $ - $ 10 $ 486 $ 529 $ 0350 _$ - $ 688 $ 2,263
202
Payment Delay
Only Combination of Forgiveness Percentage
Interest Interest of principal of Total
Payment Trial Rate Term Restection and andlor Byrtfolio
E Sl " y Term E : h 0 T
(In thousands)
Conventional residential mortgage $ - % - % 542 $ - $ 503 $ 9 3 - % = $ 1139 0.04%
lo8Astruction loans - - - -
Commercial mortgage loans - 30,170 - - 30,170 1.30%
C&l loans 187 - 187 0.01%
Consumer
loansato loans 167 103 1,155 (1) 1,425 0.08%
Personal loans = 68 83 = 151 0.04%
Credit cards 732 (2) - - 732 0.23%
Other consumer loans - - 273 99 - 32 (1) 404 0.27%
Total modifications $ - $ - 8 542 $ 732 $ 1198 $ 0549 _$ - 3 1,187 $ 34208
(1) Modification consists of court mandated reduction to 0% interest rate for remaining loan term to borrowers in bankruptcy proceedings unless dismissal
(2) MfsYifReation consists of reduction in interest rate and revocation of revolving line

privileges.
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The following tables present by portfolio classes the financial effects of the modifications granted to borrowers
finangelidiffdiodty, other than those associated to payment delay, during the quarter and six-month period ended June 30,
fif28cidheffects of the modifications associated to payment delay were discussed above, and as such, were excluded from
tredotables

Quarter Ended June 30, 2023
Combination of Interest Rate Reduction
and Term Extension
Weighted-Average Weighted-Average Weighted-Average Weighted-Average Forgiveness of

Interest Rate Term Extension (in  Interest Rate Term Extension (in  Principal and/or
Reduction (%) months) Reduction (%) months) Interest Amount
(In thousands)
Conventional residential mortgage loans - % 239 - % - 8 =
Construction loans - % - - % - -
Commercial mortgage loans - % - 0.25 % 64 -
C&l loans - % 72 - % - -
Consumer loans:
Auto loans - % 27 3.96 % 30 -
Personal loans - % 37 541 % 26 -
Credit cards 16.26 % - - % - -
Other consumer loans - % 28 187 % 22 -

Six-Month Period Ended June 30, 2023
Combination of Interest Rate Reduction
and Term Extension
Weighted-Average Weighted-Average Weighted-Average Weighted-Average Forgiveness of

Interest Rate Term Extension (in  Interest Rate Term Extension (in  Principal and/or
Reduction (%) months) Reduction (%) months) Interest
(In thousands) Amount
Conventional residential mortgage loans - % 118 2.40 % 157 $ -
Construction loans - % - - % - -
Commercial mortgage loans - % - 0.25 % 64 -
C&l loans - % 72 - % - -
Consumer loans:
Auto loans - % 25 3.64 % 30 -
Personal loans - % 34 511 % 24 -
Credit cards 16.15 % - - % - -
Other consumer loans - % 27 1.92 % 24 -

The following table presents by portfolio classes the performance of loans modified during the six-month period ended
20ZBimieaBOvere granted to borrowers experiencing financial difficulty:

Six-Month Period Ended June 30, 2023

Total
30-59 60-89 90+ Delinquency Current Total
(In thousands)
Conventional residential mortgage loans  $ - $ - 8 - 3 - $ 1,139 $ 1,139
Construction loans - - - - - -
Commercial mortgage loans - - - - 30,170 30,170
C&l loans - - - - 187 187
Consumer loans:
Auto loans 10 - - 10 1,415 1,425
Personal loans - - - - 151 151
Credit cards 40 40 - 80 652 732
Other consumer loans 22 - - 22 382 404
Total modifications $ 72 $ 40 8 -3 112 $ 34,096 $ 34,208

There wereno loans modified to borrowers experiencing financial difficulty on or after January 1, 2023, which had a
default (failure byapmentrower to make payments of either principal, interest, or both for a period of 90 days or more) during
therstitx-period ended June 30, 2023.
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NOTE 4 - ALLOWANCE FOR CREDIT LOSSES FOR LOANS AND FINANCE LEASES

The following tables present the activity in the ACL on loans and finance leases by portfolio segment for the indicated

periods:

Quarter Ended June 30, 2023

(In thousands)

ACL:

Beginning balance

Provision for credit losses - (benefit) expense
Charge-offs

Recoveries

Ending balance

Six-Month Period Ended June 30, 2023
(In thousands)

ACL:

Beginning balance

Impact of adoption of ASU 2022-02

Provision for credit losses - (benefit) expense
Charge-offs

Recoveries

Ending balance

Quarter Ended June 30,
(In thousands)

ACL:

2022

Beginning balance

Provision for credit losses - (benefit) expense
Charge-offs

Recoveries

Ending balance

Six-Month Period Ended June 30, 2022
(In thousands)

ACL:

Beginning balance

Provision for credit losses - (benefit) expense
Charge-offs

Recoveries

Ending balance

Residential Mortgage  Construction C cial C cial &
Loans Loans Mortgage Industrial Loans Consumer Loans Total
$ 64,403 $ 3231 $ 36,460 $ 31,235 $ 130,238 $ 265,567
(3,500) 1,202 5,999 2,997 14,072 20,770
(1,146) (38) (88) (6,350) (16,462) (24,084)
757 409 56 132 3,451 4,805
$ 60514 $ 4,804 $ 42,427 $ 28,014 $ 131,299 $ 267,058
Residential Mortgage =~ Construction Commercial Commercial &
Loans Loans Mortgage Industrial Loans Consumer Loans Total
$ 62,760 $ 2,308 $ 35,064 $ 32,906 $ 127,426 $ 260,464
2,056 - - 7 53 2,116
(3,427) 2,062 7,245 1,347 29,799 37,026
(2,129) (38) (106) (6,468) (33,260) (42,001)
1,254 472 224 222 7,281 9,453
$ 60514 $ 4,804 $ 42,427 $ 28,014 $ 131299 $ 267,058
Residential Mortgage Construction Ci cial Ci cial &
Loans Loans Mortgage Industrial Loans Consumer Loans Total
$ 68,820 $ 1,842 $ 30,138 $ 36,784 $ 107,863 $ 245,447
(2,797) 151 1,265 (1,102) 15,148 12,665
(2,079) (16) ) (68) (10,427) (12,592)
1,287 43 1,218 589 3,495 6,632
$ 65231 $ 2020 $ 32,619 $ 36,203 $ 116,079 $ 252,152
Residential Mortgage  Construction C cial C cial &
Loans Loans Mortgage Industrial Loans Consumer Loans Total
$ 74,837 $ 4,048 $ 52,771 $ 34,284 $ 103,090 $ 269,030
(7,668) (2,063) (21,375) 653 26,129 (4,324)
(4,607) (60) (39) (358) (20,243) (25,307)
2,669 95 1,262 1,624 7,103 12,753
$ 65,231 $ 2,020 $ 32,619 $ 36,203 $ 116,079 $ 252,152
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The Corporation estimates the ACL following the methodologies described in Note 1 — Nature of Business and
Sighufinararpcobunting Policies, to the audited consolidated financial statements included in the 2022 Annual Report on Form
fid-Kach portfolio segment.

The Corporation applies probability weights to the baseline and alternative downside economic scenarios to estimate the
thel@zlsalitie scenario carrying the highest weight. During the second quarter of 2023, the Corporation applied the baseline
teecantiercial mortgage and construction loan portfolios as deterioration in the CRE price index in these portfolios is
pectedeaatt ghan projected in the alternative downside scenario, particularly in the Puerto Rico region. The economic
sraharipCusedtermination contained assumptions related to economic uncertainties associated with geopolitical
twtabiitgiateal estate price index (“CRE price index”), high inflation levels, and the expected path of interest rate increases

RiBOthe

As of June 30, 2023, the ACL for loans and finance leases ve&v$H million, an increase of $.6 million, from $260.5million as
of December 31, 2022. The ACL for commercial and construction loans increased.Byr#llion, mainly due to a deterioration in
forecasted CRE price index to account for an increased uncertainty in the CRE marka at a national level that could potentially
thpawcarkets served by the Corporation coupled with the growth in the commercial and construction loan portfolios. The
A@isdaner loans increased by8® million, primarily reflecting the effect of the increase in the size of the consumer loan portfolios
historical charge-off levels,partiaiigl offset by updated macroeconomic variables, such as the unemployment rate, which
forecasted to deteriorate atarslower pace than previously expected. The ACL for residential mortgage loans decreaSeiltipr$
mainly driven by a more favorable economic outlook in the projection of certain forecasted macroeconomic variables, such
Resgibeal Home Price Index, partially offset by 2.% million cumulative increase in the ACL, due to the adoption of ASU 2022-
for which the Corporation elected to discontinue th@2use of a discounted cash flow methodology for restructured accruing
Nates1Seasis of Presentation and Significant Accounting Policies for additional information related to the adoption of ASU
during 2022-02
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The tables below present the ACL related to loans and finance leases and the carrying values of loans by portfolio
Jurse§Mel028 ahd December 31, 2022:

As of June 30, 2023

Residential Mortgage Construction Commercial Mortgage Commercial and
Loans Loans Loans Industrial Loans Consumer Loans Total
(Dollars in thousands)
Total loans held for investment:
Amortized cost of loans $ 2,793,790 $ 163,998 $ 2,320,069 $ 2,946,201 $ 3,495,257 $ 11,719,315
Allowance for credit losses 60,514 4,804 42,427 28,014 131,299 267,058
Allowance for credit losses to
amortized cost 217% 2.93% 1.83% 0.95 % 3.76 % 2.28%
As of December 31, 2022
Residential Mortgage Construction Commercial Mortgage Commercial and
Loans Loans Loans Industrial Loans Consumer Loans Total
(Dollars in thousands)
Total loans held for investment:
Amortized cost of loans $ 2,847,290 $ 132,953 $ 2,358,851 $ 2,886,263 $ 3,327,468 $ 11,552,825
AN b et R EES, 62,760 2,308 35,064 32,906 127,426 260,464
Allowance for credit losses to
amortized cost 2.20% 1.74% 1.49% 1.14% 3.83% 2.25%

In addition, the Corporation estimates expected credit losses over the contractual period in which the Corporation is
cregiiposddvia a contractual obligation to extend credit, such as unfunded loan commitments and standby letters of
cegdihdagial and construction loans, unless the obligation is unconditionally cancellable by the Corporation. See Note 22 —
Redeletoommitments, and Contingencies for information on off-balance sheet exposures as of June 30, 2023 and
pPez2niier Gbrporation estimates the ACL for these off-balance sheet exposures following the methodology described in
Nataré ef Business and Summary of Accounting Policies, to the audited consolidated financial statements included in the 2022
Repoal on Form 10-K. As of June 30, 2023, the ACL for off-balance sheet credit exposures increasedtd rillion, from $4.3
million as of December 31, 2022, driven by the deterioration in the forecasted CRE price index and its effect in construction
lodogdesmitments.

The following table presents the activity in the ACL for unfunded loan commitments and standby letters of credit for the
andusaxtementh periods ended June 30, 2023 and 2022:

Quarter Ended Six-Month Period Ended
June 30, June 30,
2023 2022 2023 2022
(In thousands)
Beginning Balance $ 4,168 $ 1,359 $ 4,273 $ 1,537
Provision for credit losses - expense 721 812 616 634
Ending balance $ 4889 $ 2171 $ 4889 $ 2,171
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NOTE 5 - OTHER REAL ESTATE OWNED

The following table presents the OREO inventory as of the indicated dates:

June 30, 2023 December 31, 2022
(In thousands)
OREO balances, carrying value:
Residential() $ 23,621 $ 24,025
Construction 1,892 1,764
Commercial 6,058 5,852
Total $ 31,571 % 31,641

(1) Excludes $0.9 million and $23.5million as of June 30, 2023 and December 31, 2022, respectively, of foreclosures that met the conditions of ASC Subtopic 310-40
Residential Real Estate CollaterdieethssditsiimeofMortgage Loans upon Foreclosure,” and are presented as a receivable as part of other assets in the consolidated statements
coffiitércial

See Note 18 - Fair Value for information on write-downs recorded on OREO properties during the quarters and six-month
engeddime 30, 2023 and 2022.
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NOTE 6 - GOODWILL AND OTHER INTANGIBLES

Goodwill

Goodwill as of each of June 30, 2023 and December 31, 2022 amounte@8t6 fillion. The Corporation’s policy is to assess
goodwill and other intangibles for impairment on an annual basis during the fourth quarter of each year, and more frequently if
eveirumstances lead management to believe that the values of goodwill or other intangibles may be impaired. During the
fuatter of 2022, management performed a qualitative analysis over the carrying amount of each relevant reporting units’
gondwikangiat it is more-likely-than-not that the fair value of the reporting units exceeded their carrying value. This
amadgsthit@ntifying the inputs and assumptions that most affect fair value, including evaluating significant and relevant events
impacting each reporting entity, and evaluating such factors to determine if a positive assertion can be made that it is more-
ttk@hynot that the fair value of the reporting units exceeded their carrying amount. As of December 31, 2022, the Corporation
concluded that it is more-likely-than-not that the fair value of the reporting units exceeded their carrying value. The Corporation
determined that there have been no significant events since the last annual assessment that could indicate potential goodwill
impairment on reporting units for which the goodwill is allocated. As a result, no impairment charges for goodwill were recorded
during the first six months of 2023.

There werenochanges in the carrying amount of goodwill during the quarter and six-month period ended June 30, 2022.
Other Intangible Assets

The following table presents the gross amount and accumulated amortization of the Corporation’s intangible assets
ansutiatiol as of the indicated dates:

As of As of
June 30, December 31,
2023 2022
(Dollars in thousands)
Core deposit intangible:
Gross amount $ 87,544 $ 87,544
Accumulated amortization (70,469) (66,644)
Net carrying amount $ 17,075 $ 20,900
Remaining amortization period (in years) 6.5 7.0
Purchased credit card relationship intangible:
Gross amount $ 3800 $ 3,800
Accumulated amortization (3,783) (3,595)
Net carrying amount $ 17 $ 205
Remaining amortization period (in years) 0.2 0.7
Insurance customer relationship intangible:
Gross amount $ - $ 1,067
Accumulated amortization - (1,054)
Net carrying amount $ - 3 13
Remaining amortization period (in years) - 0.1

During the quarter and six-month period ended June 30, 2023, the Corporation recogni2d@ riillion and $.0 million,
respectively, in amortization expense on its other intangibles subject to amortization, compar@dtmilion and $4.5 million for
the same periods in 2022, respectively.
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The Corporation amortizes core deposit intangibles and customer relationship intangible based on the projected useful lives
relafatieleposits in the case of core deposit intangibles, and over the projected useful lives of the related client relationships in
tifateasastomer relationship intangible. As mentioned above, the Corporation analyzes core deposit intangibles and the
ceistionship intangible annually for impairment, or sooner if events and circumstances indicate possible impairment. Factors
theggastyimpairment include customer attrition and run-off. Management is unaware of any events and/or circumstances that
imdiddte a possible impairment to the core deposit intangibles or the customer relationship intangible as of June 30, 2023.

The estimated aggregate annual amortization expense related to the intangible assets subject to amortization for future
as pelimwls agast June 30, 2023:

(In thousands)

Remaining 2023 $ 3,710
2024 6,416
2025 3,509
2026 872
2027 872
2028 and after 1,713

NOTE 7 — NON-CONSOLIDATED VARIABLE INTEREST ENTITIES (“VIEs”) AND SERVICING ASSETS

The Corporation transfers residential mortgage loans in sale or securitization transactions in which it has continuing
inclodieeseanitcing responsibilities and guarantee arrangements. All such transfers have been accounted for as sales as
egrplicedl®yccounting guidance.

When evaluating the need to consolidate counterparties to which the Corporation has transferred assets, or with
Corgocatitinehas entered into other transactions, the Corporation first determines if the counterparty is an entity for which a
irateiedde exists. If no scope exception is applicable and a variable interest exists, the Corporation then evaluates whether
pitinsattyebeneficiary of the VIE and whether the entity should be consolidated or not.

Below is a summary of transactions with VIEs for which the Corporation has retained some level of continuing involvement:
Trust-Preferred Securities (“TRuPs”)

In April 2004, FBP Statutory Trust |, a financing trust that is wholly owned by the Corporation, sold to institutional invedto@s
milfion of its variable -rate TRuPs. FBP Statutory Trust | used the proceeds of the issuance, together with the proceeds of the
pyrti@sBorporation of $.1 million of FBP Statutory Trust | variable-rate common securities, to purchas@3tL million aggregate
principal amount of the Corporation’s Junior Subordinated Deferrable Debentures. In September 2004, FBP Statutory
fimastcithgarust that is wholly owned by the Corporation, sold to institutional investot23imillion of its variable-rate TRuPs. FBP
Statutory Trust Il used the proceeds of the issuance, together with the proceeds of the purchase by the Corporatbmibioh of
FBP Statutory Trust Il variable-rate common securities, to purchak28® million aggregate principal amount of the
Junior Subordinated Deferrable Debentures. The debentures, net ofCrelateatiosssiance costs, are presented in the
Carpolidteetsstatements of financial condition as other long-term borrowings. Upon the discontinuance of LIBOR after June
aAd2@HByving the provisions of the LIBOR Act and Regulation ZZ, the interest rate on the TRuPs will transition during the
thiedter of 2023 from3-month LIBOR plus a spread to 3-month CME Term SOFR plus a tenor spread adjustmén2&if6 6. The
Junior Subordinated Deferrable Debentures mature on June 17, 2034, and September 20, 2034, respectively; however, under
cegamstances, the maturity of Junior Subordinated Deferrable Debentures may be shortened (such shortening would result in
mandatory redemption of the variable-rate TRuPSs).

During the second quarter of 2023, the Corporation completed the repurchagd dfrfillion of TRuPs of FBP Statutory Trust |
part of a privately-negotiated transaction with investors, resulting in a commensasate reduction in the related floating rate
siumdedinated debentures. The purchase price paid by the Corporation equat@d.®o of the $21.4 million par value. The7.5%
discount resulted in a gain of approximatelyl $ million, which is reflected in the consolidated statements of income as a “Gain
early extinguishment of debt.” As of June 300r2023 and December 31, 2022, these Junior Subordinated Deferrable
Brebentedso $61.7million and $183.8million, respectively.
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Under the indentures, the Corporation has the right, from time to time, and without causing an event of default, to defer
of payraehitsn the Junior Subordinated Deferrable Debentures by extending the interest payment period at any time and from
time tduring the term of the subordinated debentures for up to twenty consecutive quarterly periods. As of June 30,
2eiBordwion was current on all interest payments due on its subordinated debt.

Private Label MBS

During 2004 and 2005, an unaffiliated party, referred to in this subsection as the seller, established a series of statutory
effyestdasecuritization of mortgage loans and the sale of trust certificates (“private label MBS”). The seller initially
peovided foe a fee, which is senior to the obligations to pay private label MBS holders. The seller then entered into a sales
dygmeghenhich it sold and issued the private label MBS in favor of the Corporation’s banking subsidiary, FirstBank.
Banieiglythéhsole owner of these private label MBS; the servicing of the underlying residential mortgages that generate the
pridciptérest cash flows is performed by another third party, which receives a servicing fee. As mentioned above,
dizmontiuance of LIBOR after June 30, 2023, and following the provisions of the LIBOR Act and Regulation ZZ, the interest
tatzsemrivate label MBS will transition during the third quarter of 2023 from 3-month LIBOR plus a spread to 3-month CME
SERR plus a tenor spread adjustment0d26161% and the original spread limited to the weighted-average coupon of the
collateral. The principal payments from the undedgrhgrigans are remitted to a paying agent (servicer), who then remits
Béeneshterts income is shared to a certain extent with the FDIC, which has an interest only strip (“lO”) tied to the cash flows
ohtlezlying loans and is entitled to receive the excess of the interest income less a servicing fee over the variable rate
Baokneatinatdhethe securities. The FDIC became the owner of the 10 upon its intervention of the seller, a failed financial
resiutianadleement exists, and the Bank, as the sole holder of the securities, absorbs all risks from losses on non-accruing
lepossested collateral. As of June 30, 2023, the amortized cost and fair value of these private label MBS amovtiigetllior$and
$5.2 million, respectively, with a weighted average yield @f6%, which is included as part of the Corporation’s available-for-
debt securities portfolio. As described in Note 2 — Debt Secusétss, the ACL on these private label MBS amoun€ed taillin as of
June 30, 2023.

Servicing Assets (MSRs)

The Corporation typically transfers first lien residential mortgage loans in conjunction with GNMA securitization
whidn8ectioassiare exchanged for cash or securities that are readily redeemed for cash proceeds and servicing rights. The
msuadtiesrough these transactions are guaranteed by GNMA and, under seller/servicer agreements, the Corporation is
wequiceditto loans in accordance with the issuers’ servicing guidelines and standards. As of June 30, 2023, the Corporation
kmmedcuritized through GNMA with a principal balance o241 billion. Also, certain conventional conforming loans are sold
FNMA or FHLMC with servicing retained. The Corporation rdoognizes as separate assets the rights to service loans for
waibtiter those servicing assets are originated or purchased. MSRs are included as part of other assets in the consolidated
Stetaniaintsmdition.

The changes in MSRs are shown below for the indicated periods:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In thousands)
Balance at beginning of period $ 28,431 $ 30,753 $ 29,037 $ 30,986
Capitalization of servicing assets 706 828 1,238 1,958
Amortization (1,102) (1,273) (2,230) (2,603)
Recoveries 1 9 5 64
Other (1) (2) (40) (16) (128)
Balance at end of period $ 28,034 $ 30,277 $ 28,034 $ 30,277

(1) Mainly represents adjustments related to the repurchaseof loans serviced for others.

Impairment charges are recognized through a valuation allowance for each individual stratum of servicing assets. The
allvakat®ns adjusted to reflect the amount, if any, by which the cost basis of the servicing asset for a given stratum of
ki beingceeds its fair value. Any fair value in excess of the cost basis of the servicing asset for a given stratum is not
recognized.
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Changes in the impairment allowance were as follows for the indicated

periods:
Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In thousands)
Balance at beginning of period $ 8 $ 23 3 12 % 78
Recoveries 1) (9) (5) (64)
Balance at end of period $ 7 $ 14 $ 7 $ 14

The components of net servicing income, included as part of mortgage banking activities in the consolidated statements of
arerstoona) below for the indicated periods:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In thousands)
Servicing fees $ 2,660 $ 2821 $ 5378 $ 5,640
Late charges and prepayment penalties 211 219 410 413
Adjustment for loans repurchased 2) (40) (16) (128)
Servicing income, gross 2,869 3,000 5,772 5,925
Amortization and impairment of servicing assets (1,101) (1,264) (2,225) (2,539)
Servicing income, net $ 1,768 $ 1,736 $ 3547 $ 3,386

The Corporation’s MSRs are subject to prepayment and interest rate risks. Key economic assumptions used in determining
valubeafaine time of sale of the related mortgages for the indicated periods ranged as follows:

Weighted Maximum Minimum

Six-Month Period Ended June 30, Average
estant prepayment rate:

Government-guaranteed mortgage loans 6.7 % 11.6% 4.8%

Conventional conforming mortgage 7.4% 16.0% 3.8%
loatsnventional non-conforming mortgage loans 5.9% 9.0% 21%
Discount rate:

Government-guaranteed mortgage loans 11.5% 11.5% 11.5%

Conventional conforming mortgage 9.5% 9.5% 9.5%
loafnventional non-conforming mortgage loans 12.9% 14.0% 11.5%
Six-Month Period Ended June 30,
&Wastant prepayment rate:

Government-guaranteed mortgage loans 6.7% 18.3% 4.8%

Conventional conforming mortgage 6.6% 18.4% 3.4%
loafnventional non-conforming mortgage loans 6.3% 21.9% 45%
Discount rate:

Government-guaranteed mortgage loans 11.9% 12.0% 11.5%

Conventional conforming mortgage 9.9% 10.0% 9.5%
loafi$nventional non-conforming mortgage loans 12.%% 14.5% 11.5%

a7



FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The weighted averages of the key economic assumptions that the Corporation used in its valuation model and the
cusentsifaiityvafubeo immediatel0% and20% adverse changes in those assumptions for mortgage loans as of June 30,
December 31, 2022 were as follows: 2023 and

June 30, December 31,
2023 2022
(In thousands)
Carrying amount of servicing assets $ 28,034 $ 29,037
Fair value $ 44,420 $ 44,710
Weighted-average expected life (in years) 7.79 7.80
Constant prepayment rate (weighted-average annual rate) 6.28% 6.40 %
Decrease in fair value due to 10% adverse change $ 1,025 $ 1,048
Decrease in fair value due to 20% adverse change $ 2,008 $ 2,054
Discount rate (weighted-average annual rate) 10.71% 10.69%
Decrease in fair value due to 10% adverse change $ 1,902 $ 1,925
Decrease in fair value due to 20% adverse change $ 3,660 $ 3,704

These sensitivities are hypothetical and should be used with caution. As the figures indicate, changes in fair value based on
va@datio¥hin assumptions generally cannot be extrapolated because the relationship between the change in assumption and the
theigealue may not be linear. Also, in this table, the effect of a variation in a particular assumption on the fair value of the
biBfrlisted without changing any other assumption. In reality, changes in one factor may result in changes in another (for
masgdes in market interest rates may result in lower prepayments), which may magnify or counteract the sensitivities
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NOTE 8 - DEPOSITS

The following table summarizes deposit balances as of the indicated dates:

June 30, 2023 December 31,

(in 2022
thasandetount and interest

F@&ﬁ—interest—bearing deposit accounts $ 5,874,261 $ 6,112,884
Interest-bearing saving accounts 3,642,728 3,902,888
Interest-bearing checking 4,258,871 3,770,993
2eh8HBRes of deposit 2,680,250 2,250,876
BfoRerbd 363,582 105,826
Chtal $ 16,819,692 $ 16,143,467

The following table presents the contractual maturities of CDs, including brokered CDs, as of June 30,
2023:

Total
(In
tereeanths or $ 685,606
[85&r three months to six 511,428
M98 months to one 752,768
¥R&r one year to two years 783,288
Over two years to three years 139,807
Over three years to four years 41,543
Over four years to five years 122,471
Over five 6,921
yearfota| $ 3,043,832
The following were the components of interest expense on deposits for the indicated periods:
Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In
fhesteapneshense on $ 41553 $ 7757 $ 71,477 $ 15,574
ARRASHSH of premiums from
acquisitions (33) (92) (116) (292)
Amortization of broker placement 84 29 128 64
feeotal $ 41,604 $ 7,694 S 71,489 $ 15,346

Total U.S. time deposits with balances of more than $250,000 amounted.8filion and $1.0billion as of June 30, 2023
December 31, 2022, respectively. This amount does not include brokered CDs that are generalhdparticipated out by brokers
of fsaban the FDIC insurance limit. As of June 30, 2023 and December 31, 2022, unamortized broker placement fees
&Mmdumilidriand 0.3 million, respectively, which are amortized over the contractual maturity of the brokered CDs under the
method. interest
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NOTE 9 - SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE (REPURCHASE AGREEMENTS)

Repurchase agreements as of the indicated dates consisted of the

following:
June 30, 2023 December 31, 2022
(In
Hi1$aBER) Fixed-rate repurchase @ $ 73,934  $ 75,133
agreements

(1) Weighted-average interest rate 6f35% and4.55% as of June 30, 2023 and December 31, 2022, respectively.

Repurchase agreements mature as follows as of the indicated

date:
June 30, 2023
(In
hauanade) $ 23,934
oositone month to three $ 50,000
mpgihs $ 73,934

As of June 30, 2023 and December 31, 2022, the securities underlying such agreements were delivered to the dealers
theniépuvbidse agreements were transacted. In accordance with the master agreements, in the event of default, repurchase
hgreeanégits of set-off against the other party for amounts owed under the related agreement and any other amount or
uliigeggpeotrtecany other agreement or transaction between them. As of June 30, 2023 and December 31, 2022, repurchase
agrecfulgntollateralized and not offset in the consolidated statements of financial condition.

Repurchase agreements as of June 30, 2023, grouped by counterparty, were as follows:

Weighted-Average

Counterparty Amount Maturity (In Months)
(Dollars in
YRR chase $ 73,934 1
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NOTE 10 - ADVANCES FROM THE FEDERAL HOME LOAN BANK (“FHLB )

The following is a summary of the advances from the FHLB as of the indicated dates:

June 30, 2023 December 31, 2022
(In thousands)
Short-termFixed-rate advances from the FHL®) $ - 3 475,000
Long-term Fixed-rate advances from the FHLE) 500,000 200,000
$ 500,000 $ 675,000

(1) Weighted-average interest ratd 886 as of December 31,

(2) Weighted-average interest ratd d93Ad4.25%6 as of June 30, 2023 and December 31, 2022,
respectively.

Advances from the FHLB mature as follows as of the indicated date:

June 30, 2023

(In thousands)
Over one to five years $ 500,000

During the six-month period ended June 30, 2023, the Corporation adde@® million of long-term FHLB advances at
average cost ofl.5%6, and repaid its short-term FHLB advances. an
NOTE 11 - OTHER LONG-TERM BORROWINGS
Junior Subordinated Debentures

Junior subordinated debentures, as of the indicated dates,
consisted of:

June 30, December 31,
(In thousands) 2023 2022
Floating rate junior subordinated debentures (FBP Statutory Trusi) () $ 43,143  $ 65,205
Floating rate junior subordinated debentures (FBP Statutory Trusg) (§) 118,557 118,557
$ 161,700 $ 183,762

(1) Amount represents junior subordinated interest-bearing debentures due in 2034 with a floating interest ea®f over 3-month LIBOR (8.26% as of June 30, 2023 and.4%% as of
December 31, 2022).

(2) Amount represents junior subordinated interest-bearing debentures due in 2034 with a floating interest eat®¥f over 3-month LIBOR (8.01% as of June 30, 2023 an®%% as of
December 31, 2022).

(3) See Note 7 - Non-Consolidated Variable Interest Entities (“VIEs") and Servicing Assets, for additional information on the nature and terms of these debentures, the LIBOR
theessitmonofcts, and the Corporation’s repurchase  in the second quarter of 2023.4h8llion in TRuPs associated with FBP Statutory Trust I.
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NOTE 12 - EARNINGS PER COMMON SHARE

The calculations of earnings per common share for the quarters and six-month periods ended June 30, 2023 and 2022 are as

follows:
W Quarter Ended June 30, Six-Month Period Ended June

2023 2022 30, 2023 2022
(In thousands, except per share information)
Net income attributable to common stockholders $ 70,655 $ 74,695 $ 141,353 $ 157,295
Weighted-Average Shares:
Average common shares outstanding 178,926 194,405 179,567 196,257
Average potential dilutive common shares 351 961 686 1,184
Average common shares outstanding - assuming dilution 179,277 195,366 180,253 197,441
Earnings per common share:
Basic $ 0.39 $ 0.38 $ 0.79 $ 0.80
Diluted $ 0.39 $ 038 $ 0.78 $ 0.80

Earnings per common share is computed by dividing net income attributable to common stockholders by the weighted-
nueNEagécommon shares issued and outstanding. Net income attributable to common stockholders represents net income
adjuptedeioed stock dividends, including any dividends declared but not yet paid, and any cumulative dividends related to the
diviient! period that have not been declared as of the end of the period. Basic weighted-average common shares
ontstatatirgharesuoferestricted stock that do not contain non-forfeitable dividend rights.

Potential dilutive common shares consist of unvested shares of restricted stock and performance units (if any of the
copeitfomnareemet as of the end of the reporting period), that do not contain non-forfeitable dividend or dividend equivalent
usrigsthe treasury stock method. This method assumes that proceeds equal to the amount of compensation cost attributable
servitaseis used to repurchase shares on the open market at the average market price for the period. The difference
hatnieenothpotential dilutive shares issued and the shares purchased is added as incremental shares to the actual number
olishaneling to compute diluted earnings per share. Unvested shares of restricted stock outstanding during the period that
lewelt potentially dilutive shares issued than shares purchased under the treasury stock method are not included in the
doantppetat@oninggs per share since their inclusion would have an antidilutive effect on earnings per share. Theraonsertdilutive
shares of common stock during the quarters and six-month periods ended June 30, 2023 and 2022.
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NOTE 13 - STOCK-BASED COMPENSATION

The First Bancorp Omnibus Incentive Plan (the “Omnibus Plan”), which is effective until May 24, 2026, provides for equity-
andas®d equity-based compensation incentives (the “awards”). The Omnibus Plan authorizes the issuance d#,46%807shares
of common stock, subject to adjustments for stock splits, reorganizations and other similar events. As of June 30, 2023,
Beil 88%eauthorized shares of common stock available for issuance under the Omnibus Plan. The Board, based
recommendatitheof the Compensation and Benefits Committee of the Board, has the power and authority to determine those
teligikdéve awards and to establish the terms and conditions of any awards, subject to various limits and vesting restrictions
tbandppdyal and aggregate awards.

Restricted Stock

Under the Omnibus Plan, the Corporation may grant restricted stock to plan participants, subject to forfeiture upon the
of oenuaireeeents until the dates specified in the participant's award agreement. While the restricted stock is subject to
trésitnce aodtain non-forfeitable dividend rights, participants may exercise full voting rights with respect to the shares of
ststlictgdnted to them. The fair value of the shares of restricted stock granted was based on the market price of the
Carpaatigtogk on the date of the respective grant. The shares of restricted stocks granted to employees are subject to the
visdlovgmeriod: fifty percent §0%) of those shares vest on the two-year anniversary of the grant date and the rentftngest on
the three-year anniversary of the grant date. The shares of restricted stock granted to directors are generally subject to
westipgaoratiméversary of the grant date. The Corporation isst@%891shares during the six-month period ended June 30,
connection with restricted stock awards, which were reissued from t2e&Riyn shares.

The following table summarizes the restricted stock activity under the Omnibus Plan during the six-month periods ended
2028 3QR022:

Six-Month Period Ended Six-Month Period Ended
June 30, 2023 June 30, 2022
Number of Weighted- Number of Weighted-
shares of Average shares of Average
restricted Grant Date restricted Grant Date
stock Fair Value stock Fair Value
Unvested shares outstanding at beginning of year 938,491 $ 9.14 1,148,775 $ 6.61
Granted(1) 495,891 11.99 301,440 13.15
Forfeited (57,491) 11.29 (10,364) 8.82
Vested (481,536) 5.93 (487,198) 5.72
Unvested shares outstanding at end of period 895,355 $ 12.31 952,653 $ 9.11

(1) Includes for the six-month period ended June 30, 2023502shares of restricted stock awarded to independent directors 488,389shares of restricted stock awarded to employees,
which 33,718shares were granted to retirement-eligible employees and thus charged to earnings as of the grant date. Includesf for the six-month period ended JuB©®38sRka2%,
of restricted stock awarded to independent directors a2@B,392shares of restricted stock awarded to employees, of whi&B84shares were granted to retirement-eligible employees
and thus charged to earnings as of the grant date.

For the quarter and six month-periods ended June 30, 2023, the Corporation recoghi4edilfon and $3.0 million, respectively,
of stock-based compensation expense related to restricted stock awards, compar@® toition and $1.8 million for the same
periods in 2022, respectively. As of June 30, 2023, there véa4 ®illion of total unrecognized compensation cost related to
shares of restricted stock that the Corporation expects to recognizstacr a weighted average pgefigeafs.
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Performance Units

Under the Omnibus Plan, the Corporation may award performance units to participants, with each unit representing the
shaeduef dhen@orporation’s common stocKhese awards, which are granted to executives, do not contain non-forfeitable rights
dividend equivalent amounts and can onlyde settled in shares of the Corporation’s common stock.

On March 16, 2023, the Corporation granted 216,876 performance units to executives. Performance units granted on or
16afepBMailtivest on the third anniversary of the effective date of the award based on actual achievement of two performance
meigieed equally: relative total shareholder return (“Relative TSR”), compared to companies that comprise the KBW Nasdaq
Regional Banking Index, and the achievement of a tangible book value per share (“TBVPS”) goal, which is measured based
gpomtthie the tangible book value during the performance cycle, adjusted for certain allowable non-recurring transactions. The
participant may earn 50% of their target opportunity for threshold-level performance and up to 150% of their target opportunity
foaximume-level performance, based on the achievement of the performance goals during a three-year performance cycle.
Betwests threshold, target and maximum performance will vest in a proportional amount. Performance units granted prior to
RGABIvVaS; subject only to achievement of a TBVPS goal and the participant may earn only up to  100% of their target
opportunity.

The following table summarizes the performance units activity under the Omnibus Plan during the six-month periods
302028 aheh@022:

Six-Month Period Ended Six-Month Period Ended
June 30, 2023 June 30, 2022

Number Weighted - Number Weighted -

of Average of Average
Performance Grant Date Performance Grant Date

Units Fair Value Units Fair Value
Performance units at beginning of year 791,923 7.36 814,899 7.06
Additions (1) 216,876 12.24 166,669 13.15
Vested2) (474,538) 4.08 (189,645) 11.16
Performance units at end of period 534,261 12.25 791,923 7.36

(1) Units granted during the six-month periods ended June 30, 2023 are subject to the achievement of the Relative TSR and TBVPS performance goals during a three-year
pedomiramderyaty 1, 2023 and ending on December 31, 2025.  Units granted during the six-month period ended June 30, 2022 are subject to the achievement of the TBVPS
peforuring@ three-year performance cycle beginning January 1, 2022 and ending on December 31, 2024.

(2) Units vested during the six-month period ended June 30, 2023 are related to performance units granted in 2020 that met certain pre-established targets and were settled with
sbammofstock reissued from treasury shares. Units vested during the six-month period ended June 30, 2022 are related to performance units granted in 2019 that met certain
pegablished targets and were settled with shares of common stock reissued from treasury shares.

The fair value of the performance units awarded during the six-month periods ended June 30, 2023 and 2022, that was
TBhd38djoal themponent, was calculated based on the market price of the Corporation’s common stock on the respective date
gfdheand assuming attainment of 100% of target opportunity. As of June 30, 2023, there have been no changes in
asmesgemants$ the probability that the pre-established TBVPS goal will be achieved; as such, no cumulative adjustment to
compensation expense has been recognized. The fair value of the performance units awarded during the six-month period
80¢202Bjrthat was based on the Relative TSR component, was calculated using a Monte Carlo simulation. Since the Relative
@@Rponent is considered a market condition, the fair value of the portion of the award based on Relative TSR is not revised
subsequent to grant date based on actual performance.

54



FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The following table summarizes the valuation assumptions used to calculate the fair value of the Relative TSR

pedompamesuoitshgranted under the Omnibus Plan during the six-month period ended June 30, 2023:

Six-Month Period Ended
June 30, 2023

Risk-free interest rater) 3.98 %
Correlation coefficient 77.16
Expected dividend yieldy) =
Expected volatility 3 41.37
Expected life (in years) 2.79

(1) Based on the yield on zero-coupon U.S. Treasury STRIPS as of the grant date.
(2) Assumes that dividends are reinvested at each ex-dividend date.

(3) Calculated based on the historical volatility of the Corporation's  stock price with a look-back period equal to the simulation term using daily stock prices.

For the quarter and six-month periods ended June 30, 2023 and 2022, the Corporation recogh&edlln and $1.0 million,
respectively, of stock-based compensation expense related to performance units, compa@8 mwilfon and 0.8 million for the
same periods in 2022, respectively. As of June 30, 2023, there wWakndillion of total unrecognized compensation cost related
unvested performance units that the Corporation expects to recognizetmver a weighted average (fgdats.

Shares withheld
During the first six months of 2023, the Corporation withhe2®7,835shares (first six months of 2022 201,930 shares) of the
restricted stock that vested during such period to cover the officers’ payroll and income tax withholding liabilities; these

bbltemsareasury shares. The Corporation paid in cash any fractional share of salary stock to which an officer was entitled.
contwidated financial statements, the Corporation presents shares withheld for tax purposes as common stock repurchases.

55



FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

NOTE 14 - STOCKHOLDERS’EQUITY
Stock Repurchase Programs

On April 27, 2022, the Corporation announced that its Board approved a stock repurchase program that provides
repurdreEmiipntdo860 million of its outstanding common stock, which commenced in the second quarter of 2022. As of
2023, the Corporatiordhiad 38maining authorization to repurchase approxima@®hndillion of common stock. Furthermore, on
24, 2023, the Corporation announced that its Board of Directors approvedJalyew stock repurchase program, under
@bighrthidn may repurchase up t@$5 million of its outstanding common stock, which it expects to execute through the end of
third quarter of 2024. The Corporatiorthexpects to repurchase approximate@ fillion in common stock during the second half
2023, of which &5 million relates to the remaining amount of the aforementainegb@million stock repurchase program that
resumed in July 2023. was

Repurchases under the programs may be executed through open market purchases, accelerated share repurchases,
negotidoegtivatedictions or plans, including under plans complying with Rule 10b5-1 under the Exchange Act. The
fempotasmn jsregwakn s are subject to various factors, including the Corporation’s capital position, liquidity, financial
phefioratiecasasdf capital, stock trading price, and general market conditions. The Corporation’s stock repurchase
phidigeanst do aotjuire any specific number of shares and do not have an expiration date. The stock repurchase programs
nmoafidd, suspended, or terminated at any time at the Corporation’s discretion. The Parent Company has no operations and
dipeenidsordistributions and other payments from its subsidiaries to fund dividend payments, stock repurchases, and to
panyanalhts on its obligations, including debt obligations.

Common Stock

The following table shows the change in shares of common stock outstanding for the six-month periods ended June 30, 2023
and2:

Total Number of Shares
Six-Month Period Ended June 30,

2023 2022
Common stock outstanding, beginning balance 182,709,059 201,826,505
Common stock repurchaseg2) (3,865,375) (10,680,890)
Common stock reissued under stock-based compensation plan 970,429 491,085
Restricted stock forfeited (57,491) (10,364)
Common stock outstanding, ending balances 179,756,622 191,626,336

(1) For the six-month periods ended June 30, 2023 incluBl&&7,540shares of common stock repurchased in the open market during the first quarter of 2023 at an average p8i@8of
for a total purchase price of $0 million under the 850 million skock repurchase program announced on April 27, 2022. For the six-month period ended June 30, 2022
7,069,263 shares of common stock repurchased in theiopkmiethrket at an average prideldfiger share for a total purchase price of approximatel0$ million under the 850 million
stock repurchase program an8,409,697shares of common stock repurchased in the open market at an average pritd.66 fr a total purchase price of approximatelys® million
under a prior publicly-announced 300 million stock repurchase program which was completed during the first quarter of 2022.

For the six-month periods ended June 30, 2023 and 2022 also incA&%835and 201,930shares, respectively, of common stock surrendered to cover officers’ payroll and income
taxes.

@

For the quarter and six-month period ended June 30, 2023, total cash dividends declared on shares of common stock
$2ar8onifiied smd $50.7 million, respectively, compared to &3.4 million and $43.3 million, respectively, for the same periods
2022. OnJuly 24, 2023 the Corporation announced that its Board had declared @fuarterly cash dividedd 4fgr common
payable on September 8, 20230 shareholders of record at the close of business Amgust 24, 2023 The Corglmaation intends
continue to pay quarterly dividends on common stock. However, the Corporation’s commdo stock dividends,
tehiaiagortheiming, and amount, remain subject to consideration and approval by the Corporation’s Board Directors at the
tiehmsant

Preferred Stock
The Corporation ha§0,000,000authorized shares of preferred stock with a par value 00§ subject to certain terms. This
may be issued in series and the shares of each series have such rights and preferences ek fixed by the Board when

esthemizéngf tihat particular series and are redeemable at the Corporation’s dytiehares of preferred stock were outstanding as
June 30, 2023 and December 31, 2022. of
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Treasury
Stock

The following table shows the change in shares of treasury stock for the six-month periods ended June 30, 2023 and 2022.

Total Number of Shares
Six-Month Period Ended June 30,

2023 2022
Treasury stock, beginning balance 40,954,057 21,836,611
Common stock repurchased 3,865,375 10,680,890
Common stock reissued under stock-based compensation plan (970,429) (491,085)
Restricted stock forfeited 57,491 10,364
Treasury stock, ending balances 43,906,494 32,036,780

FirstBank Statutory Reserve (Legal Surplus)

The Puerto Rico Banking Law of 1933, as amended (the “Puerto Rico Banking Law”), requires that a minimurh0%§ of
FirstBank’s net income for the year be transferred to a legal surplus reserve until such surplus equals the total of paid-in-
capitaborand preferred stock. Amounts transferred to the legal surplus reserve from retained earnings are not available for
thstidd@mmporation without the prior consent of the Puerto Rico Commissioner of Financial Institufioes?uerto Rico Banking Law
provides that, when the expenditures of a Puerto Rico commercial bank are greater than receipts, the excess of the
eqEptitorestdeecharged against the undistributed profits of the bank, and the balance, if any, must be charged against the
gplus reserve, as a reduction thereof. If the legal surplus reserve is not sufficient to cover such balance in whole or in part,
thastanding amount must be charged against the capital account and the Bank cannot pay dividends until it can replenish the
mgalus reserve to an amount of at least 20% of the original capital contribut&itstBank’s legal surplus reserve, included as part
retained earnings in the Corporation’s consolidated statements of financial @ondition, amount&68t6 siillion as of each June
2023 and December 31, 2022. There weretransfers to the legal surplus reserve during the first half &02023.
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NOTE 15 - ACCUMULATED OTHER COMPREHENSIVE LOSS
The following table presents the changes in accumulated other comprehensive loss for the quarters and six-month

Juperaiendethd 2022:

Changes in Accumulated Other Comprehensive Loss by Compnnent

Quarter ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In thousands)
Unrealized net holding losses on available-for-sale debt securities:
Beginning balance $ (718,744) $ (419,224) $ (805,972) $ (87,390)
Other comprehensive (loss) incoag (54,837) (175,923) 32,391 (507,757)
Ending balance $ (773,581) $ (595,147) $ (773,581) $ (595,147)
Adjustment of pension and postretirement benefit plans:
Beginning balance $ 1194 $ 3391 $ 1,194 $ 3,391
Other comprehensive (loss) income - - - -
Ending balance $ 1,194 $ 3391 $ 1,194 $ 3,391
H—AH HS-p t of tax.

(2) Net unrealized holding (losses) gains on available-for-sale debt securities have no tax effect because securities are either tax-exempt, held by an IBE, or have a full deferred tax asset valuation
allowance.

NOTE 16 - EMPLOYEE BENEFIT PLANS

The Corporation maintains two frozen qualified noncontributory defined benefit pension plans (the “Pension Plans”), and a
congddeaentary post-retirement benefit plan (the “Postretirement Benefit Plan”) covering medical benefits and life insurance
refitement that it obtained in the Banco Santander Puerto Rico (“BSPR”) acquisition on September 1, 2020. One defined
pensitin plan covers substantially all of BSPR’s former employees who were active before January 1, 2007, while the other
beetifiegension plan covers personnel of an institution previously acquired by BSPR. Benefits are based on salary and years of
Sbwvigecrual of benefits under the Pension Plans is frozen to all participants.

The Corporation requires recognition of a plan’s overfunded and underfunded status as an asset or liability with an
adpfésettingto accumulated other comprehensive loss pursuant to the ASC Topic 715, “Compensation-Retirement Benefits.”

The following table presents the components of net periodic cost (benefit) for the indicated

periods:
Affected Line Item
in the Consolidated Quarter Ended June 30, Six-Month Period Ended
Statements of 2023 2022 Jungoaz 3% 2022

(In Income
Netpenita)ic cost (benefit), pension
Plansst cost Other $ 950 $ 654 $ 1,900 $ 1,308
Expected return on plan ©fhepses (885) (1,040) (1,771) (2,079)
ﬁﬁﬁeﬁ%riodic cost (benefit), pension expenses 65 (386) 129 (771)
Ri&\eriodic cost, postretirement Other 6 2 12 3
Nafperiodic cost expenses $ 71 $ (384) $ 141 $ (768)
(benefit)
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NOTE 17 -INCOME TAXES

Income tax expense includes Puerto Rico and USVI income taxes, as well as applicable U.S. federal and state
Coazatiorhis subject to Puerto Rico income tax on its income from all sources. As a Puerto Rico corporation, FirstBank is
adategyasorporation for U.S. and USVI income tax purposes and, accordingly, is generally subject to U.S. and USVI income
taximiycome from sources within the U.S. and USVI or income effectively connected with the conduct of a trade or business
jortsaiséons. Any such tax paid in the U.S. and USVI is also creditable against the Corporation’s Puerto Rico tax liability,
saligiat ¢onditions and limitations.

Under the Puerto Rico Internal Revenue Code of 2011 PR (the “2011 PR Code”), the Corporation and its subsidiaries are
sepaatedtagable entities and are not entitled to file consolidated tax returns and, thus, the Corporation is generally not
atilitleddsses from one subsidiary to offset gains in another subsidiary. Accordingly, in order to obtain a tax benefit from
opamating loss (“NOL"), a particular subsidiary must be able to demonstrate sufficient taxable income within the applicable
bEDty-forward period. Pursuant to the 2011 PR Code, the carry-forward period for NOLs incurred during taxable years
ctimmenced after December 31, 2004 and ended before January 1, 2013 is 12 years; for NOLs incurred during
torabiengeaysafter December 31, 2012, the carryover period is 10 years. The 2011 PR Code provides a dividend received
dedustiondif/idends received from “controlled” subsidiaries subject to taxation in Puerto Rico8%lon dividends received
other taxable domestic corporations. from

The Corporation has maintained an effective tax rate lower than the Puerto Rico maximum statutory ra3&.6% mainly by
investing in government obligations and MBS exempt from U.S. and Puerto Rico income taxes and by doing business
threwnghiicaral banking entity (an “IBE”) unit of the Bank, and through the Bank’s subsidiary, FirstBank Overseas Corporation,
imt@est income and gains on sales are exempt from Puerto Rico income taxation. The IBE unit and FirstBank Overseas
@erpanaaiad under the International Banking Entity Act of Puerto Rico, which provides for total Puerto Rico tax exemption
orcorae derived by IBEs operating in Puerto Rico on the specific activities identified in the IBE Act. An IBE that operates as a
arbaok pays income taxes at the corporate standard rates to the extent that the IBE’s net income 20%eefithe bank’s total net
taxable income.

For the second quarter of 2023, the Corporation recorded an income tax expen3@.8ffillion compared to $4.1million in the
second quarter of 2022. For the first six months of 2023, the Corporation recorded an income tax expe62&afifion compared
to $77.1 million for the same period in 2022. The decrease in income tax expense for the quarter and first six months of
compara@D28 tlas same period a year ago, was related to lower pre-tax income and a higher proportion of exempt to
tesalilagincamewer effective tax rate. The Corporation’s estimated annual effective tax rate, excluding entities with pre-tax
fessewhich a tax benefit cannot be recognized and discrete items,30al86 for the first six months of 2023, compared 3. @6 for
the first six months of 2022.

As of June 30, 2023, the Corporation had a deferred tax assetl&B3$ million, net of a valuation allowance of #84.2 million
against the deferred tax asset, compared to a deferred tax assEs®6$nillion, net of a valuation allowance of85.5million, as of
December 31, 2022. The net deferred tax asset of the Corporation’s banking subsidiary, FirstBank, amournt&8.émdillion as of
June 30, 2023, net of a valuation allowance cf4¥%.0 million, compared to a net deferred tax asset df5%$.6 million, net of a
valuation allowance of $49.5million, as of December 31, 2022. The Corporation maintains a full valuation allowance for its
tax assets associated with capitairkdses carry forward and unrealized losses of available-for-sale debt securities.
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In 2017, the Corporation completed a formal ownership change analysis within the meaning of Section 382 of the U.S.
ReleeualCode (“Section 382") covering a comprehensive period and concluded that an ownership change had occurred
goriod. sTied Section 382 limitation has resulted in higher U.S. and USVI income tax liabilities that we would have incurred
ab#emce of such limitation. The Corporation has mitigated to an extent the adverse effects associated with the Section 382
Bmytaticn dax paid in the U.S. or USVI can be creditable against Puerto Rico tax liabilities or taken as a deduction against
tagahie. However, our ability to reduce our Puerto Rico tax liability through such a credit or deduction depends on our tax
pedfileaahual taxable period, which is dependent on various factors. For the quarter and six-month period ended June 30,
geepotaton incurred current income tax expense of approximately.Stmillion and $4.0 million, respectively, related to its U.S.
operations, compared to2$% million and $4.1 million, respectively, for comparable periods in 2022. The limitation did not impact
USVI operations in the quarters and six-motita periods ended June 30, 2023 and 2022.

The Corporation accounts for uncertain tax positions under the provisions of ASC Topic 740. The Corporation’s policy is to
inteepstrtand penalties related to unrecognized tax positions in income tax expense. As of June 30, 2023, the Corporati@n2
hallidh of accrued interest and penalties related to uncertain tax positions in the amourtt.@fdillion that it acquired from BSPR,
which, if recognized, would decrease the effective income tax rate in future periods. The amount of unrecognized tax
emefite maylecrease in the future for various reasons, including adding amounts for current tax year positions, expiration
ofcopen tax returns due to the statute of limitations, changes in management’s judgment about the level of uncertainty, the
stadngnations, litigation and legislative activity, and the addition or elimination of uncertain tax positions. The statute of
limitetitres2011 PR Code is four years after a tax return is due or filed, whichever is later; the statute of limitations for U.S.
abtd8Vax purposes is three years after a tax return is due or filed, whichever is later. The completion of an audit by the
tautimgrities or the expiration of the statute of limitations for a given audit period could result in an adjustment to the
[Giibrdtioireome taxes. Any such adjustment could be material to the results of operations for any given quarterly or annual
pased, in part, upon the results of operations for the given period. For U.S. and USVI income tax purposes, all tax years
20bsa@meaintopen to examination. For Puerto Rico tax purposes, all tax years subsequent to 2017 remain open to examination.
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NOTE 18 -FAIR VALUE

Fair Value Measurement

ASC Topic 820, “Fair Value Measurement,” defines fair value as the exchange price that would be received for an asset or
tridféo a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
trangaetionarket participants on the measurement date. This guidance also establishes a fair value hierarchy for classifying
Babitieandhich is based on whether the inputs to the valuation techniques used to measure fair value are observable or
amebsethedddevels of inputs may be used to measure fair value:

Level 1 Valuations of Level 1 assets and liabilities are obtained from readily-available pricing sources for
tramkattions involving identical assets or liabilities in active markets.

Level 2 Valuations of Level 2 assets and liabilities are based on observable inputs other than Level 1 prices, such
prieestfootsichilar assets or liabilities, or other inputs that are observable or can be corroborated by observable
detekédr substantially the full term of the assets or liabilities.

Level 3 Valuations of Level 3 assets and liabilities are based on unobservable inputs that are supported by little or no
actimiykatd are significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include
firdngiaénts whose value is determined by using pricing models for which the determination of fair value
wigpifieant management judgment as to the estimation.

See Note 25 — Fair Value , to the audited consolidated financial statements included in the 2022 Annual Report on Form
diegériptian of the valuation methodologies used to measure financial instruments at fair value on a recurring basis.

Assets and liabilities measured at fair value on a recurring basis are summarized below as of June 30, 2023 and December
31, 2022:
) As of June 30, 2023 As of December 31,2022

Fair Value Measur Using Fair Value 1ts Using
—levell _  level2 _ level3 _ Total _ levell _  level2 _ level3 __ Total

(In thousands)
Assets:
Debt securities available for sale:

U.S. Treasury securities $ 139,669 $ -3 - $ 139,669 $ 138,875 $ - $ - $ 138,875
Noncallable U.S. agencies debt securities - 475,295 - 475,295 - 389,787 - 389,787
Callable U.S. agencies debt securities - 1,900,133 - 1,900,133 - 1,963,566 - 1,963,566
MBS - 2,910,915 5,246(1) 2,916,161 - 3,098,797 5,794(1) 3,104,591
Puerto Rico government obligations - 2,111 2,111 - - 2,201 2,201
Other investments - - - - - 500 500
Equity securities 4,891 - - 4,891 4,861 - - 4,861
Derivative assets - 494 - 494 - 633 - 633
Liabilities:
Derivative liabilities - 357 - 357 - 476 476

(1) Related to private label MBS.
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The table below presents a reconciliation of the beginning and ending balances of all assets measured at fair value on a
basiscusiimgsignificant unobservable inputs (Level 3) for the quarters and six-month periods ended June 30, 2023 and 2022:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
Securities Available forSecurities Available forSecurities Available forSecurities Available
Level 3 Instruments Only Sale(1) Sale(1) Sale(1) for Sale(1)
(In thousands)
Beginning $ 7,605 $ 10,647 $ 8,495 $ 11,084
batargglosses)/gains:
Included in other comprehensive loss (unrealized) (29) (106) (181) (393)
Included in earnings (unrealizé&d) 16 35 25 423
Principal repayments and amortization (245) (396) (982§ (934)
Ending $ 7,357 $ 10,180 $ 7,357 $ 10,180

qﬂﬂﬂﬁﬁnts mostly related to private label MBS.
(2)Changes in unrealized gains included in earnings were recognized within provision for credit losses - expense (benefit) and relate to assets still held as of the reporting date.

(3)Includes a $.5million repayment of a matured debt security.

The tables below present quantitative information for significant assets measured at fair value on a recurring basis using
undlipeificayie inputs (Level 3) as of June 30, 2023 and December 31, 2022:

June 30, 2023

Range Weighted
Fair Value Valuation Technique Unobservable Input Minimum il Average
(Dollars in thousands)
Available-for-sale debt securities:
Private label MBS $ 5,246 Discounted cash flows Discount rate 16.7% 16.7% 16.7%
Prepayment rate 1.2% 12.0% 8.9%
Projected cumulative loss rate 0.2% 15.5% 5.6%
Puerto Rico government obligations $ 2,111 Discounted cash flows Discount rate 13.4% 13.4% 13.4%
Projected cumulative loss rate 18.5% 18.5% 18.5%
December 31, 2022
Range Weighted
Fair Value Valuation Technique Unobservable Input Minimum Maximum Average
(Dollars in thousands)
Available-for-sale debt securities:
Private label MBS $ 5,794  Discounted cash flows Discount rate 16.2% 16.2% 16.2%
Prepayment rate 1.5% 15.2% 11.8%
Projected cumulative loss rate 0.3% 15.6% 5.6%
Puerto Rico government obligations $ 2,201  Discounted cash flows Discount rate 12.9% 12.9% 12.9%
Projected cumulative loss rate 19.3% 19.3% 19.3%

Information about Sensitivity to Changes in Significant Unobservable Inputs

Private label MBS: The significant unobservable inputs in the valuation include probability of default, the loss severity
asslupnggiapment rates. Shifts in those inputs would result in different fair value measurements. Increases in the probability of
efaudeverity assumptions, and prepayment rates in isolation would generally result in an adverse effect on the fair
iradtreanoéritse The Corporation modeled meaningful and possible shifts of each input to assess the effect on the fair value
estimation.

Puerto Rico Government Obligations: The significant unobservable input used in the fair value measurement is the assumed
fstieatenderlying residential mortgage loans that collateralize these obligations, which are guaranteed by the PRHFA. A
sigreficantdecrease) in the assumed rate would lead to a (lower) higher fair value estimate. See Note 2 — Debt
Béoumiiesenfam the methodology used to calculate the fair value of these debt securities.
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Additionally, fair value is used on a nonrecurring basis to evaluate certain assets in accordance with
GAAP.

As of June 30, 2023, the Corporation recorded losses or valuation adjustments for assets recognized at fair value on a non-
bastsamohgtill held at June 30, 2023, as shown in the following table:

Carrying value as of June 30,

2023 Related to (losses)
Related to (losses) gaéesrded for the Six- (Losses) gains (Losses) gains
rgaimsied for the Month Period fecdhdeQuarter Ended fordbe8ik-Month
Quartied June 30, 2023 _ Endhehe 30, 2023 June 30, 2023 Pdtimtbd June 30, 2023
(In
theredaBrds)
Loans receivable $ 8,011 $ 8,920 $ (6,515) $ (6,744)
OREO® 1,471 2,038 45 12
Level 2:
Loans held for sale $ 14,295 $ 14,295 $ (73) $ (73)

(1) Consists mainly of collateral dependent commercial and construction loans. The Corporation generally measured losses based on the fair value of the collateral. The
therfrirativaseiiont external appraisals that took into consideration prices in observed transactions involving similar assets in similar locations but adjusted for specific

ebawcpeitsticefahe collateral (e.g., absorption rates), which are not market observable.
(2) The Corporation derived the fair values from appraisals that took into consideration prices in observed transactions involving similar assets in similar locations but adjusted for

shacifiteristics and assumptions of the properties (e.g., absorption rates and net operating income of income producing properties), which are not market observable. Losses
marsetiabiation adjustments after the transfer of the loans to  the OREO portfolio.
(3) The Corporation derived the fair value of these loans based on secondary market prices of instruments with similar characteristics.

As of June 30, 2022, the Corporation recorded losses or valuation adjustments for assets recognized at fair value on a non-
bastsamohgtill held at June 30, 2022, as shown in the following table:

Carrying value as of June 30,

2022 Related to
Related to (losses) rebxaskes] for the Six- (Losses) gains Losses recorded for
rgaimsied for the Month Period fecdhde@Quarter SheMonth Period
Quartied June 30, 2022 _ Endhche 30, 2022 Endddne 30, 2022 Endedune 30, 2022
(In
thoredaBrds)
Loans receivable $ 5422 $ 29,967 $ (817) $ (3,848)
OREO® 2,140 2,741 35 (38)
Premises and equipment - 1,242 - (218)

(1) Consists mainly of collateral dependent commercial and construction loans. The Corporation generally measured losses based on the fair value of the collateral. The
Oerfairataduedefived external appraisals that took into consideration prices in observed transactions involving similar assets in similar locations but adjusted for specific
alarcepsiosticefdhe collateral (e.g., absorption rates), which are not market observable.

(2) The Corporation derived the fair values from appraisals that took into consideration prices in observed transactions involving similar assets in similar locations but adjusted for
shacéfiteristics and assumptions of the properties (e.g., absorption rates and net operating income of income producing properties), which are not market observable. Losses
merketiakmtion adjustments after the transfer of the loans to the  OREO portfolio.

(3) Relates to a banking facility reclassified to held-for-sale and measured at the fair value of the collateral.

See Note 25 — Fair Value, to the audited consolidated financial statements included in the 2022 Annual Report on Form
qualbtatife information regarding the fair value measurements for Level 3 financial instruments measured at fair value on

basiecurring
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The following tables present the carrying value, estimated fair value and estimated fair value level of the hierarchy of
insfroameias as of June 30, 2023 and December 31, 2022:
Total Carrying Amount
in Statement of
Financial Condition as Fair Value Estimate as of

of June 30, 2023 June 30, 2023 Level 1 Level 2 Level 3

(In thousands)
Assets:
Cash and due from banks and money market investments (amortized cost) $ 1,047,534 $ 1,047,534 $ 1,047,534 $ - $ -
Available-for-sale debt securities (fair value) 5,433,369 5,433,369 139,669 5,286,343 7,357
Held-to-maturity debt securities (amortized cost) 424,726
Less: ACL on held-to-maturity debt securities (8,401)
Held-to-maturity debt securities, net of ACL $ 416,325 410,181 - 244,521 165,660
Equity securities (amortized cost) 43,210 43,210 - 43,210(1) -
Other equity securities (fair value) 4,891 4,891 4,891 - -
Loans held for sale (lower of cost or market) 14,295 14,295 - 14,295 -
Loans held for investment (amortized cost) 11,719,315
Less: ACL for loans and finance leases (267,058)
Loans held for investment, net of ACL $ 11,452,257 11,256,830 - - 11,256,830
MSRs (amortized cost) —28034 44,420 - - 44,420
Derivative assets (fair valuej2) 494 494 - 494 -
Liabilities:
Deposits (amortized cost) $ 16,819,692 $ 16,820,272 $ - $ 16,820,272 $ -
Short-term securities sold under agreements to repurchase (amortized cost) 73,934 74,030 - 74,030 -
Advances from the FHLB (amortized cost):

Long-term 500,000 495,589 - 495,589 -
Other long-term borrowings (amortized cost) 161,700 162,983 - - 162,983
Derivative liabilities (fair value) (2) 357 357 - 357 -

(1) Includes FHLB stock with a carrying value d84.7million, which are considered
?Z) Includes interest rate swap agreements, \nteres(aﬁ@%@ﬁys, forward contracts, interest rate lock commitments, and forward loan sales
commitments.
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Total Carrying
Amount in Statement
of Financial Condition
as of December 31, Fair Value Estimate as of

2022 December 31, 2022 Level 1 Level 2 Level 3

(In thousands)
Assets:
Cash and due from banks and money market investments (amortized cost) $ 480,505 $ 480,505 $ 480,505 $ - $
Available-for-sale debt securities (fair value) 5,599,520 5,599,520 138,875 5,452,150 8,495
Held-to-maturity debt securities (amortized cost) 437,537
Less: ACL on held-to-maturity debt securities (8,286)
Held-to-maturity debt securities, net of ACL $ 429,251 427,115 - 260,106 167,009
Equity securities (amortized cost) ﬁ 50,428 - 50,428 (1)
Other equity securities (fair value) 4,861 4,861 4,861
Loans held for sale (lower of cost or market) 12,306 12,306 - 12,306
Loans held for investment (amortized cost) 11,552,825
Less: ACL for loans and finance leases (260,464)
Loans held for investment, net of ACL $ 11,292,361 11,106,809 - - 11,106,809
MSRs (amortized cost) ﬁ 44,710 - - 44,710
Derivative assets (fair valuej2) 633 633 - 633
Liabilities:
Deposits (amortized cost) $ 16,143,467 $ 16,139,937 $ - $ 16,139,937 $
Short-term securities sold under agreements to repurchase (amortized cost) 75,133 75,230 - 75,230
Advances from the FHLB (amortized cost)

Short-term 475,000 474,731 - 474,731

Long-term 200,000 199,865 - 199,865
Other long-term borrowings (amortized cost) 183,762 187,246 - - 187,246
Derivative liabilities (fair value) (2) 476 476 - 476

(1) Includes FHLB stock with a carrying value @f2.9million, which are considered
@2) Includes interest rate swap agreements, mleresfﬂ%iﬂ_ﬁﬁbs, forward contracts, interest rate lock commitments, and forward loan sales
commitments.

The short-term nature of certain assets and liabilities result in their carrying value approximating fair value. These include
cashastuanffom banks and other short-term assets, such as FHLB stock. Certain assets, the most significant being
prnpsesharbodwill and other intangible assets, are not considered financial instruments and are not included above.
isdadtingljye information is not intended to, and does not, represent the Corporation’s underlying value. Many of these
habiitieqtitht are subject to the disclosure requirements are not actively traded, requiring management to estimate fair
watiraateBhegeessarily involve the use of assumptions and judgment about a wide variety of factors, including but not
liehiteah oy, of market prices of comparable instruments, expected future cash flows, and appropriate discount rates.
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NOTE 19 - REVENUE FROM CONTRACTS WITH CUSTOMERS

Revenue Recognition

FIRST BANCORP.
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In accordance with ASC Topic 606, “Revenue from Contracts with Customers” (“ASC Topic 606"), revenues are
contungofizedmisenl goods or services is transferred to customers and in an amount that reflects the consideration to
@higlortten expects to be entitled in exchange for those goods or services. At contract inception, once the contract is
défisirmineddoieof ASC Topic 606, the Corporation assesses the goods or services that are promised within each contract,
tentifisgective performance obligations, and assesses whether each promised good or service is distinct. The
feoqymatinathevenue the amount of the transaction price that is allocated to the respective performance obligation when

ferfasiritiece obligation is satisfied.

Disaggregation of Revenue

The following tables summarize the Corporation’s revenue, which includes net interest income on financial instruments

intargbtooeme, disaggregated by type of service and business segment for the quarters and six-month periods ended June

ab, 2023

Quarter ended June 30, 2023
(In thousands)
Net interest income1)
Service charges and fees on deposit accounts
Insurance commissions
Merchant-related income
Credit and debit card fees
Other service charges and fees
Not in scope of ASC Topic 6Q8)
Total non-interest income

Total Revenue

Quarter ended June 30, 2022
(In thousands)
Net interest incomey)
Service charges and fees on deposit accounts
Insurance commissions
Merchant-related income
Credit and debit card fees
Other service charges and fees
Not in scope of ASC Topic 6Q6)
Total non-interest income

Total Revenue

Consumer
Mortgage (Retail) Commercial Treasury and United States  Virgin Islands

Banking Banking and Corporate Investments Operations Operations Total
$ 21,360 $ 142597 $ 12933 $ (2,789) $ 19,690 $ 6,024 $ 199,815
- 5,087 3,326 172 702 9,287
= 2,464 79 204 2,747
- 2,035 39 385 2,459
- 8,117 28 10 521 8,676
33 1,508 1,094 660 207 3,502
3,029 1,010 3,697 1,680 195 (11) 9,600
3,062 20,221 8,145 1,680 1,155 2,008 36,271
$ 24422 $ 162,818 $ 21,078 $ (1,109) _$ 20,845 $ 8032 $ 236,086

Consumer
Mortgage (Retail) Commercial Treasury and United States  Virgin Islands

Banking Banking and Corporate Investments Operations Operations Total
$ 26335 $ 102,397 $ 31379 $ 11,466 $ 18,688 $ 5921 $ 196,186
- 5,495 3,069 157 745 9,466
- 2,724 20 202 2,946
- 1,711 381 17 327 2,436
- 7,391 21 3 449 7,864
59 2,066 876 485 157 3,643
4,108 396 101 (51) (4) 36 4,586
4,167 19,783 4,448 (51) 678 1,916 30,941
$ 30,502 $ 122180 $ 35827 $ 11415 $ 19,366 $ 7837 $ 227,127
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Six-Month Period Ended June 30, 2023
(In thousands)
Net interest incomey)
Service charges and fees on deposit accounts
Insurance commissions
Merchant-related income
Credit and debit card fees
Other service charges and fees
Not in scope of ASC Topic 6Q8)
Total non-interest income

Total Revenue

Six-Month Period Ended June 30, 2022
(In thousands)
Net interest incomé1)
Service charges and fees on deposit accounts
Insurance commissions
Merchant-related income
Credit and debit card fees
Other service charges and fees
Not in scope of ASC Topic 6Q0@)
Total non-interest income

Total Revenue

FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Consumer
Mortgage (Retail) Commercial and  Treasury and United States Virgin Islands
Banking Banking Corporate Investments Operations Operations Total
$ 43,148 $ 280,341 $ 27,873 $ (3.447) $ 40,620 $ 12,165 $ 400,700
- 10,573 6,480 - 337 1,438 18,828
- 7,104 - - 107 383 7,594
- 4,298 - - 68 853 5,219
- 15,755 50 - 12 1,017 16,834
194 2,660 1,948 - 1,243 551 6,596
5,942 1,865 3,842 1,840 235 (6) 13,718
6,136 42,255 12,320 1,840 2,002 4,236 68,789
$ 49,284 $ 322,596 _$ 40,193 § (1,607) _$ 42,622 $ 16,401 $ 469,489
Consumer
Mortgage (Retail) Commercialand  Treasury and United States Virgin Islands
$ 52114 $ 101943 $ 71794 $ 18875 $ 35170 $ 11914 $ 381.810
- 11,034 6,045 - 295 1,455 18,829
- 7,691 - - 49 481 8,221
- 3,533 754 - 22 716 5,025
- 14,062 37 - (4) 859 14,954
202 3,176 1,989 - 984 314 6,665
9217 750 177 (163) 76 48 10,105
9,419 40,246 9,002 (163) 1.422 3.873 63.799
$ 61,533 $ 232189 S 80,796 S 18,712 $ 36592 $ 15,787 $ 445,609

1) Most of the Corporation's revenue is not within the scope of ASC Topic 606. The guidance explicitly excludes net interest income from financial assets and liabilities, as well as other non-interest
|nasas: tuestoeenry, securities and derivative financial

instruments.
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For the quarters and six-month periods ended June 30, 2023 and 2022, most of the Corporation’s revenue within the
TopoopedivASElated to performance obligations satisfied at a point in time.

See Note 26 — Revenue from Contracts with Customers, to the audited consolidated financial statements included in
AntingaPR2gort on Form 10-K for a discussion of major revenue streams under the scope of ASC Topic 606.

Contract Balances

A contract liability is an entity’s obligation to transfer goods or services to a customer in exchange for consideration
custofrmm tRiestBank participates in a merchant revenue-sharing agreement with another entity to which the Bank sold its
owreheny portfolio and related point-of-sale terminals, and a growth agreement with an international card service association
tbeexpatamer base and enhance product offerings. FirstBank recognizes the revenue under these agreements over time, as
cthrafBztek its performance obligations.

The following table shows the activity of contract liabilities for the quarters and six-month periods ended June 30, 2023 and
2022:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
(In thousands)
Beginning balance $ 760 $ 1,154 $ 841 $ 1,443
Revenue recognized (152) (105) (233) (394)
Ending balance $ 608 $ 1,049 $ 608 $ 1,049

As of June 30, 2023 and 2022, there were no contract assets recorded on the Corporation’s consolidated financial
statements.
Other

Except for the contract liabilities noted above, the Corporation did not have any other performance obligations as of June

Tha@afrsation also did not have any material contract acquisition costs and did not make any significant judgments or
estiogatemanrevenue for financial reporting purposes.
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NOTE 20 - SEGMENT INFORMATION

Based upon the Corporation’s organizational structure and the information provided to the Chief Executive Officer, the
segmenatsngre based primarily on the Corporation’s lines of business for its operations in Puerto Rico, the Corporation’s
prarggaland by geographic areas for its operations outside of Puerto Rico. As of June 30, 2023, the Corporatsin repdrtable
segments: Mortgage Banking; Consumer (Retail) Banking; Commercial and Corporate Banking; Treasury and Investments;
StmiésdOperations; and Virgin Islands Operations. Management determined the reportable segments based on the internal
sgedttoeevaluate performance and to assess where to allocate resources. Other factors, such as the Corporation’s
negarezaifotta ghardiucts, distribution channels, and the economic characteristics of the products, were also
detminenatiomofttbe reportable segments.

The Mortgage Banking segment consists of the origination, sale, and servicing of a variety of residential mortgage
Mddgage Banking segment also acquires and sells mortgages in the secondary markets. In addition, the Mortgage Banking
Begjnaerst mortgage loans purchased from other local banks and mortgage bankers. The Consumer (Retail) Banking segment
ttansistpofation’s consumer lending and deposit-taking activities conducted mainly through its branch network and loan
Gamtenerdibband Corporate Banking segment consists of the Corporation’s lending and other services for large customers
spseserdbzed and middle-market clients and the public sector. The Commercial and Corporate Banking segment offers
ey drailding commercial real estate and construction loans, and floor plan financings, as well as other products, such
ampoagbment and business management services. The Treasury and Investments segment is responsible for the
[Degsdnaioinigortfolio and treasury functions that are executed to manage and enhance liquidity. This segment lends
odsntaciae and Corporate Banking, the Mortgage Banking, the Consumer (Retail) Banking, and the United States
Sgmpreidado finance their lending activities and borrows from those segments. The Consumer (Retail) Banking segment
alsdddndsther segments. The interest rates charged or credited by the Treasury and Investments and the Consumer
gegtahBankinglocated based on market rates. The difference between the allocated interest income or expense and the
EciiEiragorderest income from centralized management of funding costs is reported in the Treasury and Investments
segtee Btafbée Operations segment consists of all banking activities conducted by FirstBank in the United States mainland,
twiwdiegial and consumer banking services. The Virgin Islands Operations segment consists of all banking activities
CGungocaéidinttiee USVI and BVI, including commercial and consumer banking services.

The accounting policies of the segments are the same as those referred to in Note 1 — Nature of Business and
Sigdufinararpcobunting Policies, to the audited consolidated financial statements included in the 2022 Annual Report on Form
10-K.

The Corporation evaluates the performance of the segments based on net interest income, the provision for credit
intéwesesnoome and direct non-interest expenses. The segments are also evaluated based on the average volume of
tariningferssdts less the ACL.
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The following tables present information about the reportable segments for the indicated periods:

(In thousands)
Quarter ended June 30, 2023:
Interest income
Net (charge) credit for transfer of funds
Interest expense
Net interest income (loss)
Provision for credit losses - (benefit) expense
Non-interest income
Direct non-interest expenses
Segment income (loss)

Average earnings assets

(In thousands)
Quarter ended June 30, 2022:
Interest income
Net (charge) credit for transfer of funds
Interest expense
Net interest income
Provision for credit losses - (benefit) expense
Non-interest income (loss)
Direct non-interest expenses
Segment income

Average earnings assets

(In thousands)
Six-Month Period Ended June 30, 2023
Interest income
Net (charge) credit for transfer of funds
Interest expense
Net interest income
Provision for credit losses - (benefit) expense
Non-interest income
Direct non-interest expenses

Segment income

Average earnings assets

(In thousands)
Six-Month Period Ended June 30, 2022
Interest income
Net (charge) credit for transfer of funds
Interest expense
Net interest income
Provision for credit losses - (benefit) expense
Non-interest income (loss)
Direct non-interest expenses

Segment income

Average earnings assets

Commercial and
Mortgage Consumer Corporate Treasury and United States  Virgin Islands
Banking (Retail) Banking Banking Investments Operations Operations Total
$ 31,605 $ 86,989 $ 65,356 $ 29,528 $ 32,098 $ 6,628 $ 252,204
(10,245) 86,144 (52,423) (22,739) (737) - -
- (30,536) - (9,578) (11,671) (604) (52,389)
21,360 142,597 12,933 (2,789) 19,690 6,024 199,815
(3,829) 13,669 7,675 (16) 4,017 714 22,230
3,062 20,221 8,145 1,680 1,155 2,008 36,271
5,533 41814 9,340 923 8,502 6,731 72,843
$ 22,718 $ 107335 $ 4,063 $ (2.016) $ 8.326 $ 587 $ 141,013
$ 2,144,340 $ 3,241,768 $ 3,770,463 $ 6,364,024 $ 2,038,621 $ 371,685 $ 17,930,901
Commercial and
Mortgage Consumer Corporate Treasury and United States  Virgin Islands
Banking (Retail) Banking Banking Investments Operations Operations Total
$ 33,205 $ 73,487 $ 47,513 $ 27,143 $ 21,081 $ 6,196 $ 208,625
(6,870) 34,039 (16,134) (10,705) (330) - -
- (5,129) - (4,972) (2,063) (275) (12,439)
26,335 102,397 31,379 11,466 18,688 5,921 196,186
(3,605) 15,055 (470) (35) (1,678) 736 10,003
4,167 19,783 4,448 (51) 678 1,916 30,941
5,681 40,546 9,048 905 8,237 6,765 71,182
$ 28,426 $ 66,579 $ 27,249 $ 10,545 $ 12,807 $ 336 $ 145,942
$ 2,243,188 $ 2,860,086 $ 3,624,176 $ 7,769,754 $ 2,036,108 $ 370,590 $ 18,903,902
Commercial
Mortgage Consumer (Retail) and Corporate Treasury and United States Virgin Islands
Banking Banking Banking Operations Operations Total
$ 63,512 $ 170,163 $ 127,699 $ 56,994 $ 63,212 $ 13,020 $ 494,600
(20,364) 163,879 (99,826) (42,278) (1,411) - =
- (53,701) - (18,163) (21,181) (855) (93,900)
43,148 280,341 27,873 (3,447) 40,620 12,165 400,700
(4,335) 28,893 5,139 (25) 8,672 (612) 37,732
6,136 42,255 12,320 1,840 2,002 4,236 68,789
10,620 83,441 18,705 1,870 16,806 13,556 144,998
$ 42,999 $ 210,262 $ 16,349 $ (3,452) $ 17,144 $ 3457 $ 286,759
$ 2,157,626 $ 3,208,146 $ 3,742,205 $ 6,290,669 $ 2,053,154 $ 369,026 $ 17,820,826
Commercial
Mortgage Consumer (Retail) and Corporate Treasury and United States Virgin Islands
Banking Banking Banking Investments Operations Operations Total
$ 66,276 $ 143924 $ 94,540 $ 49,327 $ 39,938 $ 12,474 $ 406,479
(14,162) 58,321 (22,746) (20,654) (759) - -
- (10,302) - (9,798) (4,009) (560) (24,669)
52,114 191,943 71,794 18,875 35,170 11,914 381,810
(7,308) 26,199 (17,092) (423) (5,225) 50 (3,799)
9,419 40,246 9,002 (163) 1,422 3,873 63,799
12,587 79,817 17,907 1,790 16,716 13,738 142,555
$ 56,254 $ 126,173 $ 79981 $ 17,345 $ 25101 $ 1999 $ 306,853
$ 2,268,279 $ 2,810,062 $ 3,662,720 $ 7,931,699 $ 2,050,791 $ 374,358 $ 19,097,909

70



FIRST BANCORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The following table presents a reconciliation of the reportable segment financial information to the consolidated totals for the indicated
periods:

Quarter Ended June 30, Six-Month Period Ended June
2023 2022 30, 2023 2022
(In
Netivssine:
Total income for segments $ 141,013 $ 145,942 $ 286,759 $ 306,853
Other operating (1) 40,074 37,144 83,187 72,430
MANEaSefore income taxes 100,939 108,798 203,572 234,423
Income tax 30,284 34,103 62,219 77,128
eXRfiBPEonsolidated net $ 70,655 $ 74,695 $ 141,353 $ 157,295
Avdiagre
asspeigil average earning assets for segments $ 17,930,901 $ 18,903,902 $ 17,820,826 $ 19,097,909
Average non-earning assets 857,677 820,924 852,680 890,043
Total consolidated average $ 18,788,578 $ 19,724,826 $ 18,673,506 $ 19,987,952

1) %%pse%g%s pertaining to corporate administrative functions that support the operating segment, but are not specifically attributable to or managed by any segment, are not included
eploeted financial results of the operating segments. The unallocated corporate expenses include certain general and administrative expenses and related depreciation and
expsigason
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NOTE 21 - SUPPLEMENTAL STATEMENT OF CASH FLOWS INFORMATION

Supplemental statement of cash flows information is as follows for the indicated

periods:
Six-Month Period Ended June 30,
2023 2022
(In
Dasispads)
for: interest on $ 84,530 $ 26,148
bofiiewfiigsax 82,215 15,295
Operating cash flow from operating 8,630 9,156
Nolf@&8h investing and financing
activitigiitions to 10,738 10,698
ORE@itions to auto and other repossessed 29,720 20,575
asgifitalization of servicing 1,238 1,958
aspgkn securitizations 65,092 78,397
Loans held for investment transferred to held for sale 2,962 2,443
Payable related to unsettled purchases of investment 4,502 20,202
ser¢sitiesssets obtained in exchange for operating lease 2,263 1,158
liabilities
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NOTE 22 - REGULATORY MATTERS, COMMITMENTS, AND CONTINGENCIES
Regulatory Matters

The Corporation and FirstBank are each subject to various regulatory capital requirements imposed by the U.S. federal
agbaoigsgFailure to meet minimum capital requirements can result in certain mandatory and possibly additional discretionary
bgotemdators that, if undertaken, could have a direct material adverse effect on the Corporation’s financial statements and
Betdeétiesapital adequacy guidelines and the regulatory framework for prompt corrective action, the Corporation must meet
sppitdicguidelines that involve quantitative measures of the Corporation’s and FirstBank’s assets, liabilities, and certain off-
bhawtdEems as calculated under regulatory accounting practices. The Corporation’s capital amounts and classification are
wsgualitgitee judgments and adjustment by the regulators with respect to minimum capital requirements, components, risk
amdgbtingsfactors. As of June 30, 2023 and December 31, 2022, the Corporation and FirstBank exceeded the minimum
oegitatortios for capital adequacy purposes and FirstBank exceeded the minimum regulatory capital ratios to be
capialzed iastieltion under the regulatory framework for prompt corrective action. As of June 30, 2023, management
Hebksveahat any condition has changed or event has occurred that would have changed the institution’s status.

The Corporation and FirstBank compute risk-weighted assets using the standardized approach required by the U.S. Basel

rulds ¢apitadl 111 rules”).

The Basel Il rules require the Corporation to maintain an additional capital conservation buffe2.8% on certain regulatory
capital ratios to avoid limitations on both (i) capital distributions.d, repurchases of capital instruments, dividends and
payments on capital instruments) and (ii) discretionary bonus paymeirtteresexecutive officers and heads of major business
lines.

As part of its response to the impact of COVID-19, on March 31, 2020, the federal banking agencies issued an interim
thatnptoitted the option to temporarily delay the effects of CECL on regulatory capital for two years, followed by a
thaasity@arperiod. The interim final rule provides that, at the election of a qualified banking organization, the day one
repdntd@arnings plug5% of the change in the ACL (as defined in the final rule) from January 1, 2020 to December 31, 2021
delayed for two years aildl ighased-in 2% per year beginning on January 1, 2022 over a three-year period, resulting in a
transition period of five years. Accordindgbtalas of June 30, 2023, the capital measures of the Corporation and the Bank
#82udiadllion associated with the CECL day one impact to retained earnings g&#% of the increase in the ACL (as defined in
interim final rule) from January 1, 2020 to December 31, 2021, an82%! milliotheemains excluded to be phase-in during
remainder of the three-year transition period. The federal financial regulatbey agencies may take other measures affecting
tagitaltesyaddress macroeconomic conditions, as well as the effect of recent regional bank failures in the U.S. mainland,
alihmeginthenmpact of such actions cannot be predicted at this time.
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The regulatory capital position of the Corporation and the FirstBank as of June 30, 2023 and December 31, 2022, which
delaylécthetfall effect of CECL on regulatory capital, were as follows:

Regulatory Requirements

To be Well-Capitalized

Actual For Capital Adequacy Purposes Thresholds
Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands)
As of June 30, 2023
Total Capital (to Risk-Weighted Assets)

First BanCorp. $ 2,396,564 19.1% $ 1,001,189 8.0% N/A N/A%

FirstBank $ 2,326,581 185% $ 1,001,046 8.0% $ 1,251,307 10.®%
CET1 Capital (to Risk-Weighted Assets)

First BanCorp. $ 2,082,843 1664 $ 563,169 4.9% N/A N/A%

FirstBank $ 2,069,732 1654 $ 563,088 450 $ 813,350 6.9%
Tier | Capital (to Risk-Weighted Assets)

First BanCorp. $ 2,082,843 16646 $ 750,892 6.0% N/A N/A%

FirstBank $ 2,169,732 173% $ 750,784 6006 $ 1,001,046 8.0%
Leverage ratio

First BanCorp. $ 2,082,843 1073% $ 776,742 4.0% N/A N/A%

FirstBank $ 2,169,732 1118 $ 776,431 400 $ 970,539 5.0
As of December 31, 2022
Total Capital (to Risk-Weighted Assets)

First BanCorp. $ 2,385,866 19.2% $ 993,405 8.0% N/A N/A%

FirstBank $ 2,346,093 18.906 $ 993,264 8% $ 1,241,580 10.%
CET1 Capital (to Risk-Weighted Assets)

First BanCorp. $ 2,052,333 1653 $ 558,790 4.9% N/A N/A%

FirstBank $ 2,090,832 16.84%6 $ 558,711 456 $ 807,027 6.9%
Tier | Capital (to Risk-Weighted Assets)

First BanCorp. $ 2,052,333 1653 $ 745,054 6.0% N/A N/A%

FirstBank $ 2,190,832 17.6% $ 744,948 6.0%0 $ 993,264 8.0%
Leverage ratio

First BanCorp. $ 2,052,333 10706 $ 767,075 4.0% N/A N/A%

FirstBank $ 2,190,832 11.43% $ 766,714 4006 $ 958,392 5.0
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Commitments

The Corporation enters into financial instruments with off-balance sheet risk in the normal course of business to meet the
neéidancfnigs customers. These financial instruments may include commitments to extend credit and standby letters of
Canefititments to extend credit are agreements to lend to a customer as long as there is no violation of any conditions
establishebimitienents generally have fixed expiration dates or other termination clauses. Since certain commitments are
expeetadgthiout being drawn upon, the total commitment amount does not necessarily represent future cash requirements. For
thestahmercial lines of credit, the Corporation has the option to reevaluate the agreement prior to additional
diglwigeneiitsalnighend personal lines of credit, the Corporation can cancel the unused credit facility at any time and without
ohusee/30, 2023, commitments to extend credit amounted to approximat2 dllion, of which $1.0 billion relates to retail credit
card loans. In addition, commercial and financial standby letters of credit as of June 30, 2023 amounted to 66.0
aplicoximately $

Contingencies

As of June 30, 2023, First BanCorp. and its subsidiaries were defendants in various legal proceedings, claims and
cowtingehesss arising in the ordinary course of business. On at least a quarterly basis, the Corporation assesses its
tishilitigsraiet in connection with threatened and outstanding legal proceedings, claims and other loss contingencies utilizing
thiotatasibn available. For legal proceedings, claims and other loss contingencies where it is both probable that the
Dopozdtiss andl the amount can be reasonably estimated, the Corporation establishes an accrual for the loss. Once
astabbsheddibsted as appropriate to reflect any relevant developments. For legal proceedings, claims and other loss
udreregef@ssess not probable or the amount of the loss cannot be estimated, no accrual is established.

Any estimate involves significant judgment, given the varying stages of the proceedings (including the fact that some of
cutinentlpia preliminary stages), the existence in some of the current proceedings of multiple defendants whose share of
ebitity teasletermined, the numerous unresolved issues in the proceedings, and the inherent uncertainty of the various
pateotiads of such proceedings. Accordingly, the Corporation’s estimate will change from time to time, and actual losses may
beleszr¢han the current estimate.

While the final outcome of legal proceedings, claims, and other loss contingencies is inherently uncertain, based on
cunmtmtiyatwailable, management believes that the final disposition of the Corporation’s legal proceedings, claims and
otmeingmswies, to the extent not previously provided for, will not have a material adverse effect on the Corporation’s
finaaolilgiedition as a whole.

If management believes that, based on available information, it is at least reasonably possible that a material loss (or
exoeaterddl dogsaccrual) will be incurred in connection with any legal contingencies, the Corporation discloses an estimate
poksit#e loss or range of loss, either individually or in the aggregate, as appropriate, if such an estimate can be made, or
diselstemtbatannot be made. Based on the Corporation’s assessment as of June 30, 2023, no such disclosures were
necessary.
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NOTE 23- FIRST BANCORP. (HOLDING COMPANY ONLY) FINANCIAL INFORMATION

The following condensed financial information presents the financial position of First BanCorp. at the holding company
aslef/du@yB0, 2023 and December 31, 2022, and the results of its operations for the quarters and six-month periods ended
2088 &80d 2022:

Statements of Financial Condition

As of June 30, As of December

2023 31, 2022
(In thousands)
Assets
Cash and due from banks $ 54,625 $ 19,279
Other investment securities 735 735
Investment in First Bank Puerto Rico, at equity 1,484,887 1,464,026
Investment in First Bank Insurance Agency, at equity 22,024 28,770
Investment in FBP Statutory Trust | 1,289 1,951
Investment in FBP Statutory Trust Il 3,561 3,561
Dividends receivable 700 624
Other assets 542 430
Total assets $ 1,568,363 $ 1,519,376
Liabilities and Stockholders’ Equity
Liabilities:
Long-term borrowings $ 161,700 $ 183,762
Accounts payable and other liabilities 8,664 10,074
Total liabilities 170,364 193,836
Stockholders’ equity 1,397,999 1,325,540
Total liabilities and stockholders’ equity $ 1,568,363 $ 1,519,376
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Statements of Income

Quarter Ended Six-Month Period Ended
June 30, June 30,
2023 2022 2023 2022
(In thousands)
Income
Interest income on money market investments $ 57 $ 10 $ 110 $ 14
Dividend income from banking subsidiaries 78,932 178,679 157,802 242,272
Dividend income from nonbanking subsidiaries 12,000 - 12,000 -
Gain on early extinguishment of debt 1,605 - 1,605 =
Other income 101 51 203 91
Total income 92,695 178,740 171,720 242,377
Expense
Other long-term borrowings 3,409 1,698 6,790 3,031
Other non-interest expenses 462 434 872 873
Total expense 3,871 2,132 7,662 3,904
Income before income taxes and equity in undistributed
earnings of subsidiaries 88,824 176,608 164,058 238,473
Income tax expense 783 793 1,861 1,899
Distribution in excess of earnings of subsidiaries (17,386) (101,120) (20,844) (79,279)
Net income $ 70,655 $ 74,695 $ 141,353 $ 157,295
Other comprehensive (loss) income, net of tax (54,837) (175,923) 32,391 (507,757)
Comprehensive income (loss) $ 15,818 $ (101,228) $ 173,744 $ (350,462)
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (“MD&A”)

The following MD&A relates to the accompanying unaudited consolidated financial statements of First BanCorp. (the
“Corporation,” “we,” “us,” “our,” or “First BanCorp.”) and should be read in conjunction with such financial statements and the notes
thereto, and our Annual Report on Form 10-K for the year ended December 31, 2022 (the “2022 Annual Report on Form 10-K"). This
section also presents certain financial measures that are not based on generally accepted accounting principles in the United
Bratrgaf ("GAAP”). See “Non-GAAP Financial Measures and Reconciliations” below for information about why non-GAAP
financial measures are presented, reconciliations of non-GAAP financial measures to the most comparable GAAP financial
ereheeferences to non-GAAP financial measures reconciliations presented in other sections.

EXECUTIVE SUMMARY

First BanCorp. is a diversified financial holding company headquartered in San Juan, Puerto Rico offering a full range of financial
products to consumers and commercial customers through various subsidiaries. First BanCorp. is the holding company of
PustBamdco (“FirstBank” or the “Bank”) and FirstBank Insurance Agency. Through its wholly-owned subsidiaries, the Corporation
operates in Puerto Rico, the United States Virgin Islands (“USVI"), the British Virgin Islands (“BVI”), and the state of Florida,
concentrating on commercial banking, residential mortgage loans, credit cards, personal loans, small loans, auto loans and leases,
arsdirance agency activities.

Recent Developments
Economy and Market Volatility

During the second quarter of 2023, inflation has continued to trend lower but remaining at elevated levels above the
ReSedeza‘'FED”) target. In July 2023, the FED raised interest rates by an additional 25 basis points, thereby increasing the
faddeatate to a target range of 5.25% to 5.50%, bringing borrowing costs to the highest level since January 2001. This represents
tHeventh time in 17 months that the FED has raised rates in an effort to significantly reduce liquidity in the financial markets and
continue to reduce inflation. The FED resumed the tightening campaign after a pause in June, while noticing the economy has
bgpanding at a moderate pace, job gains have been robust in recent months, and the unemployment rate has remained low
imfidéion remains elevated.

The Corporation remains vigilant as to the potential impacts that monetary policy or a potential slowdown in the U.S. economy ma
have on credit and loan demand. Notwithstanding, it is encouraged by the ongoing business activity and economic growth in
Rigrtover the short and medium term. For example, strong auto and retail sales reported during the first half of 2023 suggest
gomsinger confidence in Puerto Rico. The economic backdrop in Puerto Rico continues to be supported by strong labor markets,
hénvehled to unemployment remaining stable, and a consistent flow of federal disaster funds and foreign investment.

Our quarterly results reflected continued execution of our strategy and strength of our balance sheet, reflected through
gralefioaitd increased capital levels driven by earnings and capital optimization. Although total net interest income remains stable,
theerall higher interest rate environment resulted in a lower interest margin for the second quarter of 2023. The overall higher
naterestvironment should continue to benefit our interest income as variable loans and cash held at the FED will reprice
andopdiojgbted loan growth will occur at higher yields. Interest expense, on the other hand, is also expected to increase as
degiositg and government deposits will reprice at higher rates and non-interest-bearing and other low-cost deposits could continue
#hift to higher cost deposits, resulting in margin pressures. Credit continues to perform well and our liquidity position remains strong
With our disciplined and proactive approach, we believe the Corporation is positioned to continue growing the franchise and
supporting our people and the communities we serve while enhancing shareholder value.
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Stock Repurchase Programs

On July 24, 2023, the Corporation announced that its Board of Directors approved a new stock repurchase program, under
thev@imtporation may repurchase up to $225 million of its outstanding common stock, which it expects to execute through the end o
the third quarter of 2024.

The Corporation expects to repurchase approximately $150 million in common stock during the second half of 2023, of which $75
million relates to the remaining amount of the $350 million stock repurchase program announced on April 27, 2022 that was
nesuiyezD23. The Corporation expects to fully utilize this remaining authorization during the third quarter of 2023. From July 1, 2023
through August 1, 2023, the Corporation repurchased approximately 1.5 million shares of common stock for a total purchase price
62.9.5 million.

Repurchases under the stock repurchase programs may be executed through open market purchases, accelerated share
anddpunninessiedy negotiated transactions or plans, including under plans complying with Rule 10b5-1 under the Exchange Act. The
Corporation’s stock repurchase programs are subject to various factors, including the Corporation’s capital position, liquidity,
financial performance and alternative uses of capital, stock trading price, and general market conditions. The Corporation’s stock
repurchase programs do not obligate it to acquire any specific number of shares and do not have an expiration date. The
sdpeikchase programs may be modified, suspended, or terminated at any time at the Corporation’s discretion.

Repurchase of Trust - Preferred Securities (“TRuUPs”)

During the second quarter of 2023, the Corporation completed the repurchase of $21.4 million of TRuPs of the FBP Statutory
| a$rpstrt of a privately-negotiated transaction, resulting in a commensurate reduction in the related floating rate junior
deberdinatedrhe purchase price equated to 92.5% of the $21.4 million par value of the TRuPs. The 7.5% discount resulted in a gain
approximately $1.6 million, which is reflected in the consolidated statement s of income as “Gain on early extinguishment of debt.”

Release of Corporate Sustainability Report

On June 26, 2023, the Corporation announced the release of its Corporate Sustainability Report for 2022, which is its second
onrEpeitonmental, Social and Governance (“ESG”) and sustainability matters. This report highlights the Corporation’s strategy anc
development relating to ESG matters and covers the progress of the Corporation’s ESG program during 2022.

London Interbank Offered Rate (‘LIBOR”) Transition

On June 30, 2023, the US dollar (“USD”) LIBOR panel ended, and USD LIBOR rates are no longer considered representative of
mdhieet. For the transition of residual exposures tied to USD LIBOR as of June 30, 2023, the Corporation will continue to follow
firevisions of the Adjustable Interest Rate Act (the “LIBOR Act”) and Regulation ZZ. As of June 30, 2023, the Corporation’s risk
exposure to USD LIBOR that mature after June 30, 2023 consisted of the following: (i) $0.8 billion of variable-rate commercial
aadstruction loans (including unused commitments), (ii) $39.4 million of U.S. agencies debt securities and private label mortgage-
bacugtes (“MBS”) held as part of the available-for-sale debt securities portfolio, (iii) $122.3 million of Puerto Rico municipalities
hehitlas part of the held-to-maturity debt securities portfolio, and (iv) $161.7 million of junior subordinated debentures reported as
mthgrterm borrowings in the consolidated statements of financial condition.

Source systems have been updated to support alternative reference rates. As such, we have developed a SOFR-enabled interest
moatorisl framework and a strategy for managing interest rate risk during the transition from LIBOR to SOFR.
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Other Recent Developments

Following the recent failure of two U.S. regional banks and resulting losses to the FDIC’s Deposit Insurance Fund (“DIF"), on May
2023, the FDIC approved a notice of proposed rulemaking that would implement a special assessment at an annual rate of
apHdoasiatelyints over eight quarterly periods, commencing with the first quarter of 2024, to recover the cost associated with
protesctiad depositors as part of those financial institution failures. The assessment base for the special assessment would be
grumbtbdapository institution’s estimated uninsured deposits reported as of December 31, 2022, adjusted to exclude the first $5
baliomated uninsured deposits. Notwithstanding, the special assessment could be subject to change depending on whether there
gheréayls on amounts collected. If the final rule is issued as proposed, the estimated impact of the special assessment on the
@orpotagiam increase in non-interest expense by approximately $6 million that would need to be accrued once the proposed rule is
finalized.

CRITICAL ACCOUNTING POLICIES AND PRACTICES

The accounting principles of the Corporation and the methods of applying these principles conform to GAAP. In preparing the
consolidated financial statements, management is required to make estimates, assumptions, and judgments that affect the
egoototed for assets, liabilities and contingent liabilities as of the date of the financial statements and the reported amounts of
ebreupenses during the reporting periods. Note 1 of the Notes to Consolidated Financial Statements included in our 2022
Repoal on Form 10-K, as supplemented by this Quarterly Report on Form 10-Q, including this MD&A, describes the significant
accounting policies we used in our consolidated financial statements.

Not all significant accounting policies require management to make difficult, subjective or complex judgments. Critical accounting
estimates are those estimates made in accordance with GAAP that involve a significant level of uncertainty and have had or
erasonably likely to have a material impact on the Corporation’s financial condition and results of operations. The Corporation’s
critical accounting estimates that are particularly susceptible to significant changes include, but are not limited to, the following: (i)
the allowance for credit losses (“ACL"); (ii) valuation of financial instruments; and (iii) income taxes. For more information regarding
valuation of financial instruments and income taxes policies, assumptions, and judgments, see “Critical Accounting Estimates” in Pal
I, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A"),” in the 2022
Annual Report on Form 10-K. The “Risk Management — Credit Risk Management” section of this MD&A details the policies,
assumptions, and judgments related to the ACL. Actual results could differ from estimates and assumptions if different outcomes
oonditions prevail.
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Overview of Results of Operations

First BanCorp.'s results of operations depend primarily on its net interest income, which is the difference between the interest
income earned on its interest-earning assets, including investment securities and loans, and the interest expense incurred on
itgerest-bearing liabilities, including deposits and borrowings. Net interest income is affected by various factors, including the
following: (i) the interest rate environment; (ii) the volumes, mix, and composition of interest-earning assets, and interest-bearing
liabilities; and (iii) the repricing characteristics of these assets and liabilities. The Corporation’s results of operations also depend or
the provision for credit losses, non-interest expenses (such as personnel, occupancy, the FDIC deposit insurance premium and
otfsts), non-interest income (mainly service charges and fees on deposits, cards and processing income, and insurance income),
@eB¥es) on sales of investments, gains (losses) on mortgage banking activities, and income taxes.

For the quarter and six-month period ended June 30, 2023, the Corporation had net income of $70.7 million ($0.39 per diluted
common share) and $141.4 million ($0.78 per diluted common share), respectively, compared to $74.7 million ($0.38 per diluted
common share) and $157.3 million ($0.80 per diluted common share), for the comparable periods in 2022. Other relevant
finluted indicators for the periods presented are included below:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
Key Performance Indicatorg,)
Return on Average Assets 1.51 % 1.52 % 1.53 % 1.59 %
Return on Average Common Equity) 19.66 17.82 20.31 17.18
Efficiency Ratio (4 47.83 47.69 48.60 48.25

(1) These financial ratios are used by management to monitor the Corporation’s  financial performance and whether it is using its assets efficiently.

(2) Indicates how profitable the Corporation is in relation to its total assets and is calculated by dividing net income on an annualized basis by its average total assets.

(3) Measures the Corporation’s performance based on its average stockholders’ equity and is calculated by dividing net income on an annualized basis by its average total stockholders’
(4) ®pdBures how much the Corporation incurred to generate a dollar of revenue and is calculated by dividing non-interest expenses by total revenue.

The key drivers of the Corporation’s GAAP financial results for the quarter ended June 30, 2023, compared to the second quarter
20@2, include the following:

e Net interest income for the quarter ended June 30, 2023 increased to $199.8 million, compared to $196.2 million for the
second quarter of 2022, mainly driven by the effect in the commercial loan portfolio of higher market interest rates on the
upward repricing of variable-rate loans and on new loan originations, the growth in consumer loans, and the impact of highe
market interest rates on interest-bearing cash balances, partially offset by an increase in interest expense mainly due to
hagiepaid on interest-bearing deposits. See "Net Interest Income" below for additional information.

e The provision for credit losses on loans, finance leases, unfunded loan commitments and debt securities for the quarter
édoded0, 2023 was $22.2 million, compared to $10.0 million for the second quarter of 2022. The increase in the provision
expense reflects a $9.9 million increase in the provision for the commercial and construction loan portfolio resulting from a
deterioration in the forecasted commercial real estate price index (“CRE price index”).

Net charge-offs totaled $19.3 million for the quarter ended June 30, 2023, or 0.67% of average loans on an annualized
basipared to $6.0 million, or 0.21% of average loans, for the second quarter of 2022, mainly driven by a $6.2 million charge-
off recorded on a commercial and industrial participated loan in the Florida region in the power generation industry and a
$6.1 million increase in consumer loans net charge-offs. See “Provision for Credit Losses” and “Risk Management” below
for analyses of the ACL and non-performing assets and related ratios.

e The Corporation recorded non-interest income of $36.3 million for the quarter ended June 30, 2023, compared to $30.9
million for the second quarter of 2022. Non-interest income for the second quarter of 2023 includes a $3.6 million gain
recognized from a legal settlement and the $1.6 million gain on the repurchase of $21.4 million in junior subordinated
debentures. On a non-GAAP basis, excluding the effect of these Special Items (as defined below), adjusted non-
intene increased by $0.2 million. See “Non-Interest Income” and “Non-GAAP Financial Measures and Reconciliations”
below for additional information.

e Non-interest expenses for the quarter ended June 30, 2023 increased by $4.6 million to $112.9 million. The increase in
imerest expenses mainly reflects a $3.0 million increase in employees’ compensation and benefits expenses due to
aalaupl merit increases as well as higher stock-based compensation expense and medical insurance premium costs.
gfiieiency ratio for the second quarter of 2023 was 47.83%, as compared to 47.69% for the same period in 2022. On a

non-
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GAAP basis, excluding the aforementioned Special Items, the adjusted efficiency ratio for the second quarter of 2023 was
48.91%. See “Non-Interest Expenses” and “Non-GAAP Financial Measures and Reconciliations” below for additional
information.

Income tax expense decreased to $30.3 million for the second quarter of 2023, compared to $34.1 million for the same
pedi0d2 driven by a lower pre-tax income and a higher proportion of exempt to taxable income resulting in a lower effective
tax rate. The Corporation’s estimated effective tax rate, excluding entities with pre-tax losses from which a tax benefit cannot
be recognized and discrete items, decreased to 30.1% for the first six months of 2023, compared to 31.7% for the first
swonths of 2022. See “Income Taxes” below and Note 17 — Income Taxes, to the unaudited consolidated financial
hteiméntadditional information.

As of June 30, 2023, total assets were approximately $19.2 billion, an increase of $518.0 million from December 31, 2022,
primarily due to a $567.0 million increase in cash and cash equivalents mainly attributable to the overall increase in total
deposits, and a $168.5 million increase in total loans, partially offset by a $186.3 million decrease in total investment

securities. See “Financial Condition and Operating Data Analysis” below for additional information.

As of June 30, 2023, total liabilities were $17.8 billion, an increase of $445.5 million from December 31, 2022, mainly
driven by the overall increase in total deposits, including brokered CDs, partially offset by a $198.3 million decrease in
borrowings. See “Risk Management — Liquidity Risk” below for additional information about the Corporation’s funding
sources and strategy.

The Bank’s primary sources of funding are consumer and commercial core deposits, which exclude government deposits
brukered certificates of deposit (“CDs"). As of June 30, 2023, these core deposits, amounting to $13.0 billion, funded 67.99%
of total assets. Approximately $4.7 billion, or 28.79% of such deposits, are uninsured deposits. In addition to approximately
$3.2 billion in cash and free high quality liquid assets, the Bank maintains borrowing capacity at the FHLB and the FED’s
Discount Window. As of June 30, 2023, the Corporation had approximately $1.4 billion available for funding under the
FED’s Discount Window and $980.9 million available for additional borrowing capacity on FHLB lines of credit based on
collateral pledged at these entities. On a combined basis, as of June 30, 2023, the Corporation had $5.6 billion available
toeet liquidity needs. See “Risk Management — Liquidity Risk” below for additional information about the Corporation’s
funding sources and strategy.

As of June 30, 2023, the Corporation’s total stockholders’ equity was $1.4 billion, an increase of $72.5 million from
December 31, 2022. The increase was driven by the earnings generated in the first half of 2023 and a $32.4 million
inctkasiair value of available-for-sale debt securities recorded as part of accumulated other comprehensive loss in the
consolidated statements of financial condition as a result of changes in market interest rates. This increase was partially
bff<k80.7 million in dividends declared to common stock shareholders during the first six months of 2023 and the repurchase
of approximately 3.6 million shares of common stock for a total purchase price of approximately $50.0 million. The
Corporation’s CET1 capital, tier 1 capital, total capital, and leverage ratios were 16.64%, 16.64%, 19.15%, and 10.73%,
respectively, as of June 30, 2023, compared to CET1 capital, tier 1 capital, total capital, and leverage ratios of 16.53%,
16.53%, 19.21%, and 10.70%, respectively, as of December 31, 2022. See “Risk Management — Capital” below for
additional information.

Total loan production, including purchases, refinancings, renewals, and draws from existing revolving and non-revolving
commitments, decreased by $274.9 million to $1.2 billion for the quarter ended June 30, 2023. See “Financial Condition anc
Operating Data Analysis” below for additional information.

Total non-performing assets were $121.1 million as of June 30, 2023, a decrease of $8.1 million, from December 31, 2022.
The net decrease was driven by a $9.5 million reduction in nonaccrual residential mortgage loans mainly due to loans
restored to accrual status, partially offset by a $1.5 million increase in nonaccrual consumer loans. See “Risk Management
Nonaccrual Loans and Non-Performing Assets” below for additional information.

Adversely classified commercial and construction loans decreased by $27.9 million to $65.7 million as of June 30, 2023,

compared to December 31, 2022, mainly driven by the payoff of a $24.3 million commercial and industrial participated loan
in the Florida region in the leisure and hospitality industry.
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NON-GAAP FINANCIAL MEASURES AND RECONCILIATIONS

The Corporation has included in this Quarterly Report on Form 10-Q (“Form 10-Q”) the following financial measures that are not
recognized under GAAP, which are referred to as non-GAAP financial measures:

Net Interest Income, Interest Rate Spread, and Net Interest Margin, Excluding Valuations, and on a Tax -Equivalent Basis

Net interest income, interest rate spread, and net interest margin, excluding the changes in the fair value of derivative
anshsmuanentésequivalent basis, are reported in order to provide to investors additional information about the Corporation’s net
intwest that management uses and believes should facilitate comparability and analysis of the periods presented. The changes in
fae value of derivative instruments have no effect on interest due or interest earned on interest-bearing liabilities or interest-
aaseitsy respectively. The tax-equivalent adjustment to net interest income recognizes the income tax savings when comparing
tndiéx-exempt assets and assumes a marginal income tax rate. Income from tax-exempt earning assets is increased by an
amovalent to the taxes that would have been paid if this income had been taxable at statutory rates. Management believes that it is
atandard practice in the banking industry to present net interest income, interest rate spread, and net interest margin on a fully
tyivalent basis. This adjustment puts all earning assets, most notably tax-exempt securities and tax-exempt loans, on a common
teetisacilitates comparison of results to the results of peers.

See “Result of Operations — Net Interest Income” below, for the table that reconciles net interest income in accordance with GAAF
to the non-GAAP financial measure of net interest income, excluding valuations, and on a tax-equivalent basis for the
pelicatedT he table also reconciles net interest spread and net interest margin on a GAAP basis to these items excluding valuations,
andh tax-equivalent basis.

Tangible Common Equity Ratio and Tangible Book Value Per Common Share

The tangible common equity ratio and tangible book value per common share are non-GAAP financial measures that
beliemesgameenerally used by the financial community to evaluate capital adequacy. Tangible common equity is total common
Brygityoodwill and other intangibles. Similarly, tangible assets are total assets less goodwill and other intangibles. Management
arahy stock analysts use the tangible common equity ratio and tangible book value per common share in conjunction with
tremitional bank capital ratios to compare the capital adequacy of banking organizations with significant amounts of goodwill or other
intangible assets, typically stemming from the use of the purchase method of accounting for mergers and acquisitions.
hec@ualipghation believes that disclosures of these financial measures may be useful to investors. Neither tangible common equity
tangible assets, or the related measures, should be considered in isolation or as a substitute for stockholders’ equity, total assets, or
ather measure calculated in accordance with GAAP. Moreover, the manner in which the Corporation calculates its tangible
equoityptangible assets, and any other related measures may differ from that of other companies reporting measures with similar
names.

See “Risk Management — Capital” below for the table that reconciles the Corporation’s total equity and total assets in
withcGaxAgnie the tangible common equity and tangible assets figures used to calculate the non-GAAP financial measures of
taomgibtEn equity ratio and tangible book value per common share.

Adjusted Net Income, Adjusted Non-Interest Income, and Adjusted Efficiency Ratio

To supplement the Corporation’s financial statements presented in accordance with GAAP, the Corporation uses, and believes
inbstors benefit from disclosure of, non-GAAP financial measures that reflect adjustments to net income, non-interest income,
thelefficiency ratio to exclude items that management believes are not reflective of core operating performance (“Special Items”).
fihencial results for the quarter and six-month period ended June 30, 2022 did not include any significant Special Items. The
fesuitsefor the quarter and six-month period ended June 30, 2023 included the following Special Items:

Quarter and Six-Month Period Ended June 30, 2023

- A $3.6 million ($2.3 million after-tax) gain recognized from a legal settlement reflected in the consolidated statements of
income as part of other non-interest income.

- A $1.6 million gain on the repurchase of $21.4 million in junior subordinated debentures reflected in the consolidated
statements of income as “Gain on early extinguishment of debt.” The junior subordinated debentures are reflected in the
consolidated statements of financial condition as “Other long-term borrowings.” The purchase price equated to 92.5% of the
$21.4 million par value of the TRuPs. The 7.5% discount resulted in the gain of $1.6 million. The gain, realized at the
holding company level, had no effect on the income tax expense in 2023.
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The following table reconciles for the quarter and six-month period ended June 30, 2023 the reported net income to adjusted
inawehe, a non-GAAP financial measure that excludes the Special Items identified above:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2023
(In
teusifse, as reported $ 70,655 $ 141,353
@ﬂﬁf’rﬁents:
Gain recognized from a legal (3,600) (3,600)
esdlleBieBhrly extinguishment of (1,605) (1,605)
Aff¥me tax impact of @ 1,350 1,350
AdRAEIREDcome (Non-GAAP) $ 66,800 $ 137,498

(1) See "Adjusted Net Income, Adjusted Non-Interest Income, and Adjusted Efficiency Ratio" above for the individual tax impact related to the above adjustments, which were based on the
Puerto Rico statutory tax rate of 37.5%, as applicable.
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RESULTS OF OPERATIONS

Net Interest Income

Net interest income is the excess of interest earned by First BanCorp. on its interest-earning assets over the interest incurred on
intégest-bearing liabilities. First BanCorp.’s net interest income is subject to interest rate risk due to the repricing and maturity
mismatch of the Corporation’s assets and liabilities. In addition, variable sources of interest income, such as loan fees,
desidelncls, and collection of interest in nonaccrual loans, can fluctuate from period to period. Net interest income for the quarter anc
six-month period ended June 30, 2023 was $199.8 million and $400.7 million, respectively, compared to $196.2 million and $381.¢
million for the comparable periods in 2022. On a tax-equivalent basis and excluding the changes in the fair value of derivative
instruments, net interest income for the quarter and six-month period ended June 30, 2023 was $205.4 million and $412.6
reiip@ttively, compared to $205.6 million and $398.4 million for the comparable periods in 2022.

The following tables include a detailed analysis of net interest income for the indicated periods. Part | presents average
(basdaimas the average daily balance) and rates on an adjusted tax-equivalent basis and Part Il presents, also on an adjusted
tmuivalent basis, the extent to which changes in interest rates and changes in the volume of interest-related assets and liabilities
hifeeted the Corporation’s net interest income. For each category of interest-earning assets and interest-bearing liabilities, the
tablade information on changes in (i) volume (changes in volume multiplied by prior period rates), and (i) rate (changes in rate
multiplied by prior period volumes). The Corporation has allocated rate-volume variances (changes in rate multiplied by changes
wrolume) to either the changes in volume or the changes in rate based upon the effect of each factor on the combined totals.

Net interest income on an adjusted tax equivalent basis and excluding the change in the fair value of derivative instruments is
noa-GAAP financial measure. For the definition of this non-GAAP financial measure, refer to the discussion in “Non-GAAP
Measures and Reconciliations” above.

Part |
Average volume ___Interest income?/ expense Average rate!)
Quarter ended June 30, 2023 2022 2023 2022 2023 2022
(Dollars in thousands)
Interest-earning assets:
Money market and other short-term investments $ 617,356 $ 1,530,353 $ 7,880 $ 2,873 5.12% 0.7%%
Government obligations2) 2,909,204 2,922,226 10,973 10,090 1.51% 1.38%
MBS 3,757,425 4,081,573 17,087 22,804 1.82% 2.28%
FHLB stock 36,265 21,275 780 251 8.63% 4.7%
Other investments 13.739 12.595 58 12 1.69% 0.38%
Total investments3) 7,333,989 8,568,022 36,778 36,030 2.01% 1.6%%
Residential mortgage loans 2,808,465 2,891,403 39,864 40,573 5.69 % 5.6
Construction loans 149,783 124,070 2,903 1,768 7.77% 5.72%
Commercial and industrial ("C&I") and commercial mortgage loans 5,191,040 5,054,223 89,290 64,500 6.90 % 5.12%
Finance leases 769,316 617,399 14,714 11,410 7.67% 7.41%
Consumer loans 2,672,912 2415215 74,192 63,724 11.13% 10.58%
Total loansays) 11,591,516 11,102,310 220,963 181,975 7.65% 6.5
Total interest-earning assets $ 18,925,505 $ 19,670,332 $ 257,741 $ 218,005 5.46 % 4.43%
Interest-bearing liabilities: ) ’ ) )
Time deposits $ 2,511,504 $ 2,202,228 $ 15,667 $ 3,838 2.50% 0.70%
Brokered certificates of deposit ("CDs") 333,557 76,790 3,761 404 4.52% 211%
Other interest-bearing deposits 7,517,995 8,704,448 22,176 3,452 1.18% 0.16%
Securities sold under agreements to repurchase 101,397 200,000 1,328 1,972 5.25% 3.95%
Advances from the FHLB 534,231 200,000 6,048 1,075 4.54% 2.16%
Other long-term borrowings 177.701 183.762 3,409 1.698 7.69% 3.71%
Total interest-bearing liabilities $ 11,176,385 $ 11,567,228 $ 52389 $ 12,439 1.88% 0.43%
Net interest income on a tax-equivalent basis and excluding
valuations - non-GAAP $ 205352 $ 205,566
Interest rate spread 3.58 % 4.01%
Net interest margin 4.35% 4.19%
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Part |

Average volume Interest incomé" | Average rate®
Six-Month Period Ended June 30, 2023 2022 2023 2022 2023 2022
(Dollars in thousands)
Interest-earning assets:
Money market and other short-term investments $ 511,392 $ 1,682,216 $ 12,530 $ 3,693 4.9%% 0.4%
Government obligationg2) 2,909,587 2,829,675 21,738 18,322 1.51% 1.31%
MBS 3,810,491 4,061,883 36,483 42,224 1.9% 2.10%
FHLB stock 38,539 21,370 1,201 538 6.28% 5.08%
Other investments 13,441 12,193 197 33 2.96% 0.55%
Total investmentss) 7,283,450 8,607,337 72,149 64,810 2.00% 1.52%
Residential mortgage loans 2,821,779 2,926,236 79,658 81,260 5.6%%6 5.60%
Construction loans 147,923 119,427 5,579 3,292 7.61% 5.56%
C&l and commercial mortgage loans 5,179,448 5,078,910 175,175 126,504 6.82%% 5.0
Finance leases 752,501 602,880 28,523 22,322 7.6%% 7.47%
Consumer loans 2,654,008 2,377,118 145,406 124,875 11.09% 10.59%
Total loans(4)(s) 11,555,659 11,104,571 434,341 358,253 7.5%% 6.51%
Total interest-earning assets $ 18,839,109 $ 19,711,908 $ 506,490 $ 423,063 5.4%% 4.3%
Interest-bearing liabilities:
Time deposits $ 2,427,399 $ 2,282,192 $ 26,449 $ 8,259 2.20% 0.73%
Brokered CDs 250,588 84,210 5,348 881 4.30% 2.11%
Other interest-bearing deposits 7,531,374 8,419,880 39,692 6,206 1.06% 0.1%%
Securities sold under agreements to repurchase 96,229 220,442 2,397 4,154 5.0 3.80%
Advances from the FHLB 581,436 200,000 13,224 2,138 4.5%% 2.16%
Other long-term borrowings 180,715 183,762 6,790 3,031 7.58% 3.3
Total interest-bearing liabilities $ 11,067,741 $ 11,390,486 $ 93,900, $ 24,669 1.71% 0.4%%
Net interest income on a tax-equivalent basis and excluding
valuations - non-GAAP $ 412,590 $ 398,394
Interest rate spread 3.71% 3.8%
Net interest margin 4.4%% 4.08%

(1) On an adjusted tax-equivalent basis. The Corporation estimated the adjusted tax-equivalent yield by dividing the interest rate spread on exempt assets by 1 less the Puerto Rico statutory
tax rate of 37.5% and adding to it the cost of interest-bearing liabilities. ~ The tax-equivalent adjustment recognizes the income tax savings when comparing taxable and tax-exempt assets
Management believes that it is a standard practice in the banking industry to present net interest income, interest rate spread and net interest margin on a fully tax-equivalent basis.
Therefore, management believes these measures provide useful information to investors by allowing them to make peer comparisons. The Corporation excludes changes in the fair value
of derivatives from interest income and interest expense because the changes in valuation do not affect interest received or paid. See "Non-GAAP Financial Measures and
Belownciliations"

(2) Government obligations include debt issued by government-sponsored agencies.

@
(@
6

Unrealized gains and losses on available-for-sale debt securities are excluded from the average volumes.

Average loan balances include the average of nonaccrual loans.

Interest income on loans includes $2.9 million and $3.0 million for the quarters ended June 30, 2023 and 2022, respectively, and $6.0 million and $5.6 million for the six-month periods
ended June 30, 2023 and 2022, respectively, of income from prepayment penalties and late fees related to the Corporation’s loan portfolio.
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Part Il

Quarter Ended June 30,
2023 Compared to 2022

Variance due to:

Six-Month Period Ended June 30,

2023 Compared to 2022

Variance due to:

Volume Rate Total Volume Rate Total
(In thousands)
Interest income on interest-earning assets:
Money market and other short-term investments ~ $ (6,709) $ 11,716 $ 5007 $ (15,795) $ 24,632 $ 8,837
Government obligations (48) 931 883 530 2,886 3,416
MBS (1,710) (4,007) (5,717) (2,523) (3,218) (5,741)
FHLB stock 244 285 529 511 152 663
Other investments 1 45 46 4 160 164
Total investments (8.222) 8.970 748 (17.273) 24,612 7,339
Residential mortgage loans (1,173) 464 (709) (2,943) 1,341 (1,602)
Construction loans 415 720 1,135 899 1,388 2,287
C&I and commercial mortgage loans 1,790 23,000 24,790 2,551 46,120 48,671
Finance leases 2,893 411 3,304 5,660 541 6,201
Consumer loans 7,037 3,431 10,468 15,003 5,528 20,531
Total loans 10,962 28,026 38,988 21,170 54,918 76,088
Total interest income $ 2740 $ 36,996 $ 39,736 $ 3897 $ 79,530 $ 83,427
Interest expense on interest-bearing liabilities:
Time deposits $ 1234 % 10,595 $ 11,829 $ 558 $ 17,632 $ 18,190
Brokered CDs 2,502 855 3,357 2,927 1,540 4,467
Other interest-bearing deposits (953) 19,677 18,724 (2,830) 36,316 33,486
Securities sold under agreements to repurchase (1,132) 488 (644) (2,733) 976 (1,757)
Advances from the FHLB 2,992 1,981 4,973 6,967 4,119 11,086
Other borrowings (86) 1,797 1,711 (99) 3,858 3,759
Total interest expense 4,557 35,393 39,950 4,790 64,441 69,231
Change in net interest income $ (1,817) $ 1603 $ (214) $ (893) $ 15089 $ 14,196

Portions of the Corporation’s interest-earning assets, mostly investments in obligations of some U.S. government agencies and
golefhment-sponsored entities (‘“GSEs”), generate interest that is exempt from income tax, principally in Puerto Rico. Also, interest
and gains on sales of investments held by the Corporation’s international banking entities (“IBES”) are tax-exempt under Puerto Ricc
tax law (see Note 17 - Income Taxes, to the unaudited consolidated financial statements herein for additional information).
Management believes that the presentation of interest income on an adjusted tax-equivalent basis facilitates the comparison of
alterest data related to these assets. The Corporation estimated the tax equivalent yield by dividing the interest rate spread on
azsetptby 1 less the Puerto Rico statutory tax rate (37.5%) and adding to it the average cost of interest-bearing liabilities. The
computation considers the interest expense disallowance required by Puerto Rico tax law.

Management believes that the presentation of net interest income, excluding the effects of the changes in the fair value of the
derivative instruments, provides additional information about the Corporation’s net interest income and facilitates comparability and
analysis from period to period. The changes in the fair value of the derivative instruments have no effect on interest due on interest

bearing liabilities or interest earned on interest-earning assets.
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The following table reconciles net interest income in accordance with GAAP to net interest income, excluding valuations, and net
interest income on an adjusted tax-equivalent basis for the indicated periods. The table also reconciles net interest spread and
meerest margin on a GAAP basis to these items excluding valuations, and on an adjusted tax-equivalent basis:

Quarter Ended June 30, Six-Month Period Ended June 30,

2023 2022 2023 2022
(Dollars in thousands)
Interest income - GAAP $ 252,204 $ 208,625 $ 494,600 $ 406,479
Unrealized (gain) loss on derivative instruments 3 9 3 (24)
Interest income excluding valuations - non-GAAP 252,201 208,616 494,603 406,455
Tax-equivalent adjustment 5,540 9,389 11,887 16,608
Interest income on a tax-equivalent basis and excluding valuations - non-GAAP _$ 257,741 $ 218,005 _$ 506490 _$ 423,063
Interest expense - GAAP $ 52,389 _$ 12439 _$ 93900 _$ 24,669
Net interest income - GAAP $ 199,815 _$ 196,186 _$ 400,700 _$ 381,810
Net interest income excluding valuations - non-GAAP $ 199812 _$ 196,177 _$ 400,703 _$ 381,786
Net interest income on a tax-equivalent basis and excluding valuations - non-GA$\P 205,352 _$ 205,566 _$ 412590 _$ 398,394
Average Balances
Loans and leases $ 11,591,516 $ 11,102,310 $ 11,555,659 $ 11,104,571
Total securities, other short-term investments and interest-bearing cash balances 7,333,989 8,568,022 7,283,450 8,607,337
Average Interest-Earning Assets $ 18,925,505 $ 19,670,332 $ 18,839,109 $ 19,711,908
Average Interest-Bearing Liabilities $ 11,176,385 _$ 11,567,228 _$ 11,067,741 _$ 11,390,486
Average Yield/Rate
Average yield on interest-earning assets - GAAP 5.35% 4.25% 5.29% 4.16%
Average rate on interest-bearing liabilities - GAAP 1.88% 0.43% 1.71% 0.44%
Net interest spread - GAAP 3.47% 3.82% 3.58% 3.72%
Net interest margin - GAAP 4.23% 4.00% 4.29% 3.91%
Average yield on interest-earning assets excluding valuations - non-GAAP 5.35% 4.25% 5.29% 4.16%
Average rate on interest-bearing liabilities 1.88% 0.43% 1.71% 0.44%
Net interest spread excluding valuations - non-GAAP 3.47% 3.82% 3.58% 3.72%
Net interest margin excluding valuations - non-GAAP 4.23% 4.00% 4.29% 3.91%
Average yield on interest-earning assets on a tax-equivalent basis and excluding
valuations - non-GAAP 5.46% 4.45% 5.42% 4.33%
Average rate on interest-bearing liabilities 1.88% 0.43% 1.71% 0.44%
Net interest spread on a tax-equivalent basis and excluding valuations - non-GAAP 3.58% 4.01% 3.71% 3.89%
Net interest margin on a tax-equivalent basis and excluding valuations - non-GAAP. 4.35% 4.19% 4.42% 4.08%
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Net interest income amounted to $199.8 million for the quarter ended June 30, 2023, an increase of $3.6 million, when compared
$186.2 million for same period in 2022. The $3.6 million increase in net interest income was primarily due to:

e A $38.8 million increase in interest income on loans including:

- A $25.5 million increase in interest income on commercial and construction loans, of which approximately $24. 4 million
was related to the effect of higher market interest rates on the upward repricing of variable-rate loans and on new loal
originations, and approximately $2.9 million was related to the $229.9 million increase in the average balance of this
portfolio (excluding Small Business Administration Paycheck Protection Program (“SBA PPP”) loans). These variances
were partially offset by a reduction in interest income from SBA PPP loans. The interest income recognized from SBA
PPP loans for the quarters ended June 30, 2023 and 2022, amounted to $0.1 million and $2.0 million, respectively.

As of June 30, 2023, the interest rate on approximately 54% of the Corporation’s commercial and construction loans
i to variable rates, with 29% based upon LIBOR or SOFR of 3 months or less, 13% based upon the Prime rate
anX,2% based on other indexes. For the second quarter of 2023, the average one-month LIBOR increased 410
pagiss, the average three-month LIBOR increased 388 basis points, the average Prime rate increased 422 basis
poihthe average three-month SOFR increased 382 basis points, compared to the average rates for such indexes during
H#ezond quarter of 2022.

- A $13.8 million increase in interest income on consumer loans and finance leases, primarily driven by the $409.6 million
increase in the average balance of this portfolio, which increased interest income by approximately $10.1 million, and ar
approximately $3.7 million increase in interest income associated with the positive effects of higher market interest rates
on new consumer loan originations and the repricing of the credit cards portfolio.

Partially offset by:

- A $0.5 million decrease in interest income on residential mortgage loans, primarily related to an $82.9 million reduction
in the average balance of this portfolio, which resulted in an approximate decrease of $1.1 million in interest income,
partially offset by the positive effect of new loan originations at higher current market interest rates.

e A $4.8 million increase in interest income from interest-bearing cash balances and investment securities, including:

- A $5.0 million increase in interest income from interest-bearing cash balances, which consisted primarily of cash
balances deposited at the FED, mainly due to the effect of higher market interest rates, partially offset by the impact of
$913.0 million decrease in the average volume of interest-bearing cash balances.

- A $1.3 million increase in interest income on Puerto Rico municipal bonds, mainly due to the upward repricing of
variable-rate bonds.

- A $0.3 million increase in interestincome on U.S. government and agencies debt securities, mainly driven by higher-
yielding securities purchased late in the second quarter of 2022.

- A $0.5 million increase in dividends received from the FHLB during the second quarter of 2023.
Partially offset by:
- A $2.4 million decrease in interest income on U.S. agencies MBS, of which $1.5 million was associated with a $324.1

million decrease in the average balance of this portfolio, and the remaining variance to a higher level of U.S. agencies’
MBS premium amortization expense associated with changes in anticipated prepayments.
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Partially offset by:
e A $33.9 million increase in interest expense on interest-bearing deposits, including:

- An $18.7 million increase in interest expense on interest-bearing checking and saving accounts, driven by an increase
approximately $20.5 million associated with higher interest rates paid in the second quarter of 2023 as a result of the
overall higher interest rate environment, partially offset by a decrease of approximately $1.8 million resulting from a
$1.2 billion decline in the average balance of these deposits. The average cost of interest-bearing checking and
aavmnts increased by 102 basis points to 1.18% in the second quarter of 2023 as compared to 0.16% in the same
per?0@2. Excluding public sector deposits, the average cost of interest-bearing checking and saving accounts for the
second quarter of 2023 was 0.67%, compared to 0.17% for the same period a year ago.

- An $11.8 million increase in interest expense on time deposits, excluding brokered CDs, mainly associated with higher
rates paid in the second quarter of 2023 on new issuances and renewals also associated with the higher interest
eteironment. The average cost of time deposits in the second quarter of 2023, excluding brokered CDs, increased
b&Sis points to 2.50% when compared to the same period in 2022 .

- A $3.4 million increase in interest expense on brokered CDs, of which $2.5 million was associated with the increase of
$256.8 million in the average balance.

e A $6.0 million net increase in interest expense on borrowings, including:
- A $5.0 million increase in interest expense on advances from the FHLB, of which $3.0 million was associated with an
increase of $334.2 million in the average balance to increase available cash as a precautionary measure in the

fjsdrter of 2023, and $2.0 million was associated with new FHLB advances at higher interest rates.

- A $1.7 million increase in interest expense on other long-term borrowings, driven by the upward repricing of junior
subordinated debentures tied to the increase in the three-month LIBOR index.

- A $0.7 million decrease in interest expense on repurchase agreements, mainly driven by a reduction in the average
balance of $98.6 million, partially offset by a higher average cost of funds in the second quarter of 2023.
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Net interest income amounted to $400.7 million for the six-month period ended June 30, 2023, an increase of $18.9 million, wher
compared to $381.8 million for same period in 2022. The $18.9 million increase in net interest income was primarily due to:

A $75.7 million increase in interest income on loans including:

A $50.1 million increase in interest income on commercial and construction loans, of which approximately $49.5 million
was related to the effect of higher market interest rates in the upward repricing of variable-rate loans and in new loar
originations, and approximately $5.4 million was related to the $220.6 million increase in the average balance of this
portfolio (excluding SBA PPP loans). These variances were partially offset by a reduction in interest income from SBA
PPP loans. The interest income recognized from SBA PPP loans for the six-month periods ended June 30, 2023 and
2022, amounted to $0.3 million and $5.1 million, respectively.

As of June 30, 2023, the interest rate on approximately 54% of the Corporation’s commercial and construction loans
i to variable rates, with 29% based upon LIBOR or SOFR of 3 months or less, 13% based upon the Prime rate
anbx12% based on other indexes. For the six-month period ended June 30, 2023, the average one-month LIBOR
increased 424 basis points, the average three-month LIBOR increased 414 basis points, the average three-month
BOfeRsed 413 basis points, and the average Prime rate increased 431 basis points, compared to the average rates for
Bul#xes during the same period of the prior year.

A $26.8 million increase in interest income on consumer loans and finance leases, primarily driven by the $426.5 million
increase in the average balance of this portfolio, which increased interest income by approximately $20.6 million, and
the approximately $6.1 million increase in interest income associated with the positive effects of higher market interest
rates on new consumer loan originations and the repricing of the credit cards portfolio .

Partially offset by:

A $1.2 million decrease in interest income on residential mortgage loans, primarily related to the $104.5 million
reduction in the average balance of this portfolio, which resulted in an approximate decrease of $2.7 million in interest
income, partially offset by the positive effect of new loan originations at higher current market interest rates, which
resulted in an approximate increase of $1.6 million in the first six months of 2023.

A $8.8 million increase in interest income from interest-bearing cash balances, which consisted primarily of cash balances
deposited at the FED, mainly due to the effect of higher market interest rates, partially offset by the impact of a $1.2 billion
decrease in the average balance of interest-bearing cash.

A $3.6 million increase in interest income on investment securities, mainly driven by:

A $2.7 million increase in interest income on Puerto Rico municipal bonds, mainly due to the upward repricing of
variable-rate bonds, partially offset by the impact of a $12.3 million reduction in the average balance.

A $1.5 million increase in interest income on U.S. government and agencies debt securities, mainly driven by higher-
yielding securities purchased late in the second quarter of 2022.

A $0.8 million increase in dividend income from FHLB stock, mainly driven by a higher average balance tied with the
increase in FHLB advances taken as a precautionary measure in the first quarter of 2023.

Partially offset by:

A $1.4 million decrease in interest income on U.S. agencies MBS, of which $2.4 million was associated with a $251.4
million decrease in the average balance of this portfolio, partially offset by a $1.0 million increase associated with a
lower level of premium amortization expense due to changes in anticipated prepayments and the positive effects
fiigimer-yielding U.S. agencies MBS purchased in the second quarter of 2022.
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Partially offset by:
e A $56.1 million increase in interest expense on interest-bearing deposits, including:

- A $33.5 million increase in interest expense on interest-bearing checking and saving accounts, driven by an increase o
approximately $35.7 million associated with higher interest rates paid in the first half of 2023 as a result of the overall
higher interest rate environment, partially offset by a decrease of approximately $2.2 million resulting from a decline of
approximately $888.5 miillion in the average balance of these deposits.

- An $18.1 million increase in interest expense on time deposits, excluding brokered CDs, mainly associated with higher
rates paid in the first half of 2023 on new issuances and renewals also associated with the higher interest rate
environment. The average cost of time deposits in the first half of 2023, excluding brokered CDs, increased 147 basis
points to 2.20% when compared to the same period in 2022.

- A %$4.5 million increase in interest expense on brokered CDs, of which $2.9 million was associated with the increase of
$166.4 million in the average balance and $1.6 million was associated to the overall higher interest rate environment.

e A $13.1 million net increase in interest expense on borrowings, including:

- An $11.1 million increase in interest expense on advances from the FHLB, of which $7.0 million was associated with an
increase of $381.4 million in the average balance to increase available cash as a precautionary measure in the
fjesdrter of 2023, and $4.1 million was associated with new FHLB advances at higher interest rates.

- A $3.8 million increase in interest expense on other long-term borrowings, driven by the upward repricing of junior
subordinated debentures tied to the increase in the three-month LIBOR index.

Partially offset by:

- A $1.8 million decrease in interest expense on repurchase agreements, mainly driven by a reduction in the
batage of $124.2 million, which resulted in an approximate reduction of $2.7 million in interest expense, partially offset
by a $0.9 million increase in interest expense associated with new short-term repurchase agreements entered into
d08Baat higher interest rates.

Net interest margin for the second quarter of 2023 increased to 4.23%, compared to 4.00% for the same period in 2022, and by
bad8 points to 4.29% for the first six months of 2023, compared to 3.91% for the same period of 2022. The net interest margin
increase primarily reflects the upward repricing of variable-rate commercial loans, the growth in higher yielding loans, primarily
consumer loans, and the change in asset mix, reflecting a higher proportion of higher-yielding assets in the 2023 periods. These
faeterpartially offset by an increase in the average cost of interest-bearing liabilities.
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Provision for Credit Losses

The provision for credit losses consists of provisions for credit losses on loans and finance leases, unfunded loan commitments,
wetlsas the debt securities portfolio. The principal changes in the provision for credit losses by main categories follow:

Provision for credit losses for loans and finance leases

The provision for credit losses for loans and finance leases was $20.8 million for the second quarter of 2023, compared to
milibp. for the second quarter of 2022. The variances by major portfolio category were as follows:

e Provision for credit losses for the commercial and construction loan portfolio was $10.2 million for the second quarter of
2023, compared to $0.3 million for the second quarter of 2022. The expense recognized during the second quarter of
@@23mainly due to a deterioration in the forecasted CRE price index and the increase in size of this portfolio.

e Provision for credit losses for the consumer loans and finance leases portfolio was $14.1 million for the second quarter of
2023, compared to $15.2 million for the second quarter of 2022. The decrease was primarily related to updates in
macroeconomic variables, such as the unemployment rate.

e Provision for credit losses for the residential mortgage loan portfolio was a net benefit of $3.5 million for the second quarter
of 2023, compared to a net benefit of $2.8 million for the second quarter of 2022. The higher net benefit recorded for the
second quarter of 2023 was primarily related to updates in the projection of certain forecasted macroeconomic variables,
agche Regional Home Price Index.

The provision for credit losses for loans and finance leases was an expense of $37.0 million for the first half of 2023, compared to
neabenefit of $4.3 million for the same period in 2022. The variances by major portfolio category were as follows:

e Provision for credit losses for the commercial and construction loan portfolio was an expense of $10.7 million for the first
half of 2023, compared to a net benefit of $22.8 million for the same period of 2022. The expense recognized during the firs
half of 2023 was mainly due to a deterioration in the forecasted CRE price index, a $6.2 million charge associated with a
nonaccrual commercial and industrial participated loan in the Florida region in the power generation industry and, to a
egset, portfolio growth. Meanwhile, the net benefit recorded during the first six months of 2022 mainly reflects reductions in
qualitative reserves associated with reduced COVID-19 uncertainties, partially offset by reserve builds related to
uncertainties regarding the macroeconomic outlook.

e Provision for credit losses for the residential mortgage loan portfolio was a net benefit of $3.4 million for the first half of
2023, compared to a net benefit of $7.7 million for the same period of 2022. The net benefit recorded for both periods was
primarily related to a continued favorable economic outlook in the projection of certain forecasted macroeconomic variables,
such as the Regional Home Price Index.

e Provision for credit losses for the consumer loans and finance leases portfolio was $29.7 million for the first half of 2023,
compared to $26.2 million for the same period of 2022. The increase primarily reflects the increase in the size of the
consumer loan portfolios and the increase in historical charge-off levels in all major portfolio classes, partially offset by
updates in macroeconomic variables, such as the unemployment rate.
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Provision for credit losses for unfunded loan commitments

The provision for credit losses for unfunded commercial and construction loan commitments and standby letters of credit was $0.7
million and $0.6 million for the second quarter and the first half of 2023, respectively, compared to $0.8 million and $0.7 million,
respectively, for the same periods in 2022.

Provision for credit losses for held-to-maturity and available-for-sale debt securities

The provision for credit losses for held-to-maturity debt securities was $0.8 million and $0.1 million for the second quarter and first
half of 2023, respectively, compared to a net benefit of $3.4 million and an expense of $0.3 million, respectively, for the same
pe26@2. The increase in the provision recorded during the second quarter and the first half of 2023 was mostly driven by higher
exposure risk associated with the rising interest rate environment.

The provision for credit losses for available-for-sale debt securities was a net benefit of $16 thousand and $25 thousand for

settomd quarter and first half of 2023, respectively, compared to a net benefit of $35 thousand and $0.4 million, respectively, for
tmne periods in 2022.
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Non-Interest Income

Non-interest income amounted to $36.3 million for the second quarter of 2023, compared to $30.9 million for the same period in
2022. Non-interest income for the second quarter of 2023 includes the $3.6 million gain recognized from a legal settlement, includes
as part of other non-interest income, and the $1.6 million gain on the repurchase of $21.4 million in junior subordinated
ohetheoiedras, part of gain on early extinguishment of debt. See “Non-GAAP Financial Measures and Reconciliations” in this MD&A for
further information. On a non-GAAP basis, excluding the effect of these Special Items, adjusted non-interest income increased by
Blion primarily due to:

A $1.0 million net increase in adjusted other non -interest income including: (i) a $0.8 million benefit recognized during
the second quarter of 2023 in relation to purchased income tax credits realized; (i) $0.3 million in debit card incentives
collected during the second quarter of 2023; (jii) a $0.3 million increase related to higher unused loan commitment fees;
and (v) a $0.6 million decrease in net gains on fixed assets.

A $0.8 million increase in card and processing income mainly related to higher interchange income received during the
second quarter of 2023.

Partially offset by:

A $1.2 million decrease in revenues from mortgage banking activities, mainly driven by a decrease in the net realized gair
on sales of residential mortgage loans in the secondary market due to a lower volume of sales and lower margins.
ersecond quarters of 2023 and 2022, net realized gains of $0.9 million and $2.2 million, respectively, were recognized
asresult of GNMA securitization transactions and whole loan sales to U.S. GSEs amounting to $51.8 million and $64.2
million, respectively.

A $0.2 million decrease in insurance commission income.

A$0.2 million decrease in service in charges and fees on deposits accounts .

Non-interest income for the six-month period ended June 30, 2023 amounted to $68.8 million, compared to $63.8 million for the
same period in 2022. On a non-GAAP basis, excluding the effect of the aforementioned Special Items, adjusted non-interest
temessed by $0.2 million primarily due to:

A $3.6 million decrease in revenues from mortgage banking activities, mainly driven by a decrease in the net realized gair
on sales of residential mortgage loans in the secondary market due to a lower volume of sales and lower margins.
erfirgt six months of 2023 and 2022, net gains of $2.0 million and $5.7 million, respectively, were recognized as a resul
of GNMA securitization transactions and whole loan sales to U.S. GSEs amounting to $89.2 million and $158.1 million,
respectively.

A $0.6 million decrease in insurance commission income, mainly due to lower contingent commissions recognized in
2023.

Partially offset by:

A $2.1 million increase in card and processing income mainly related to higher interchange income during the first six
months of 2023.

A $1.9 million net increase in adjusted other non-interest income including: (i) a $1.0 million increase related to higher
benefit recognized in relation to purchased income tax credits realized; (ii) a $0.6 million increase related to higher unusec
loan commitment fees; (iii) $0.3 million in debit card incentives collected during the second quarter of 2023; (iv) a $0.3
million increase in unrealized gains on marketable equity securities; and (v) a $0.2 million increase in fees and
commissions from insurance referrals; partially offset by a $0.7 million decrease in net gains on fixed assets.
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Non-Interest Expenses

Non-interest expenses for the quarter ended June 30, 2023 amounted to $112.9 million, compared to $108.3 million for the
pesi@ghé 2022. The efficiency ratio for the second quarter of 2023 was 47.83%, compared to 47.69% for the second quarter of
20Pa.non-GAAP basis, excluding the aforementioned Special Items, the adjusted efficiency ratio for the second quarter of 2023
d&91%. The $4.6 million increase in non-interest expenses was primarily due to:

A $3.0 million increase in employees’ compensation and benefits expenses, mainly driven by annual salary merit
increases, higher stock-based compensation expense, and higher medical insurance premium costs.

A $1.0 million increase in other non-interest expenses, in part due to an increase in charges for legal and operational
reserves and an increase of $0.5 million in net periodic cost of pension plans.

A $0.7 million increase in credit and debit card processing fees, mainly due to higher credit card assessment fees.

A $0.6 million increase in the FDIC deposit insurance expense, driven by the two basis points increase on the initial base
deposit insurance assessment rate that came into effect during the first quarter of 2023.

A $0.4 million increase in taxes, other than income taxes, primarily related to higher license fees.

Partially offset by:

A $0.5 million increase in net gains on OREO operations, mainly driven by an increase in net realized gains on sales of
OREO properties, primarily residential properties in the Puerto Rico region .

A $0.4 million decrease in occupancy and equipment expenses, primarily reflecting reductions in depreciation charges,
energy costs, and maintenance charges.

A $0.4 million decrease in professional service fees, mainly due to a decrease in outsourced technology service fees.

Non-interest expenses for the first six months of 2023 amounted to $228.2 million, compared to $215.0 million for the same perio:
in 2022. The efficiency ratio for the first six months of 2023 was 48.60%, compared to 48.25% for the first six months of 2022. On a
non-GAAP basis, excluding the aforementioned Special Items, the adjusted efficiency ratio for the first six months of 2023 was
49.15%. The $13.2 million increase in non-interest expenses was primarily due to:

A $9.9 million increase in employees’ compensation and benefits expenses, mainly driven by annual salary merit
anicimasesease in bonuses, medical insurance premium costs, stock-based compensation expense, and payroll
fadtis)ly offset by higher deferral of loan origination costs.

A $1.9 million increase in credit and debit card processing expenses.

A $1.5 million increase in other non-interest expenses, in part due to an increase in charges for legal and operational
reserves and an increase of $0.9 million in net periodic cost of pension plans .

A $1.2 million increase in the FDIC deposit insurance expense, driven by the two basis points increase on the initial base
deposit insurance assessment rate that came into effect during the first quarter of 2023.

A $0.9 million increase in professional service fees, driven by an increase in outsourced technology service fees.

A $0.6 million increase in business promotion expenses, mainly resulting from higher advertising and marketing expenses
associated with the commemoration of the 75th anniversary of the Bank.

A $0.5 million increase in taxes, other than income taxes, primarily related to higher license fees, sales and use taxes,
prmberty taxes.
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Partially offset by:

e A $1.8 million increase in net gains on OREO operations, mainly driven by an increase in net realized gains on sales of
OREO properties, primarily residential properties in the Puerto Rico region.

e A $1.6 million decrease in occupancy and equipment expenses, primarily reflecting reductions in depreciation charges,
rental expenses, and energy costs.

Income Taxes

For the second quarter of 2023, the Corporation recorded an income tax expense of $30.3 million, compared to $34.1 million for the
same period in 2022. For the first six months of 2023, the Corporation recorded an income tax expense of $62.2 million, compared
&77.1 million for the same period in 2022. The decrease in income tax expense for the quarter and first six months of 2023, as
compared to the same periods a year ago, was mainly related to lower pre-tax income and a higher proportion of exempt to
tagatrie resulting in a lower effective tax rate.

The Corporation’s estimated annual effective tax rate in the first six months of 2023, excluding entities from which a tax benefit
cannot be recognized and discrete items, was 30.1%, compared to 31.7% for the first six months of 2022. See Note 17 - Income
fatesunaudited consolidated financial statements herein for additional information.

As of June 30, 2023, the Corporation had a deferred tax asset of $153.9 million, net of a valuation allowance of $184.2 million
against the deferred tax asset, compared to a deferred tax asset of $155.6 million, net of a valuation allowance of $185.5 million, as
Bfecember 31, 2022. Income tax paid for the six-month period ended June 30, 2023 amounted to $82.2 million compared to
#illich for the same period in 2022. The increase is related to the full utilization during 2022 of certain deferred tax assets related
MOLs that were available for regular income tax which decreased the amount due for income taxes.
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FINANCIAL CONDITION AND OPERATING ANALYSIS
Assets

The Corporation’s total assets were $19.2 billion as of June 30, 2023, an increase of $518.0 million from December 31, 2022.
incFaase was primarily related to a $567.0 million increase in cash and cash equivalents, primarily interest-bearing deposits
ataingaPED aligned with the overall increase in government and time deposits. In addition, as further discussed below, total loans
increased by $168.5 million. These variances were partially offset by a $186.3 million decrease in total investment securities.

Loans Receivable, including Loans Held for Sale

As of June 30, 2023, the Corporation’s total loan portfolio before the ACL amounted to $11.7 billion, an increase of $168.5 million
compared to December 31, 2022. In terms of geography, the growth consisted of increases of $220.7 million and $37.9 million in th
Puerto Rico and Virgin Islands regions, respectively, partially offset by a $90.1 million decrease in the Florida region. On a portfolio
basis, the growth consisted of increases of $167.8 million in consumer loans, including a $141.9 million increase in auto loans
wades, and $52.2 million in commercial and construction loans, partially offset by a $51.5 million decrease in residential
loangiage

As of June 30, 2023, the loans in the Corporation’s held-for-investment portfolio was comprised of commercial and construction
loans (46%), residential real estate loans (24%), and consumer and finance leases (30%). Of the total gross loan portfolio held
favestment of $11.7 billion as of June 30, 2023, the Corporation had credit risk concentration of approximately 79% in the Puerto Ric
region, 17% in the United States region (mainly in the state of Florida), and 4% in the Virgin Islands region, as shown in the followinc
table:

As of June 30 Puerto Rico Virgin United States Total

2823 Islands

ReuRfeisal mortgage loans $ 2,179,539 $ 172,771 $ 441,480 $ 2,793,790

Construction loans 65,427 3,792 94,779 163,998

Commercial mortgage loans 1,734,514 65,775 519,780 2,320,069

Commercial and Industrial loans 1,902,803 108,971 934,427 2,946,201
Total commercial loans 3,702,744 178,538 1,548,986 5,430,268

Consumer loans and finance leases 3,421,376 66,078 7,803 3,495,257
Total loans held for investment, gross $ 9,303,659 $ 417,387 $ 1,998,269 $ 11,719,315

Loans held for sale 14,094 201 - 14,295
Total loans, gross $ 9,317,753 $ 417,588 $ 1,998,269 $ 11,733,610

As of December 31 Puerto Rico Virgin United States Total

GRZZ Islands

fResmimisal mortgage loans $ 2,237,983 $ 179,917 $ 429,390 $ 2,847,290

Construction loans 30,529 4,243 98,181 132,953

Commercial mortgage loans 1,768,890 65,314 524,647 2,358,851

Commercial and Industrial loans 1,791,235 68,874 1,026,154 2,886,263
Total commercial loans 3,590,654 138,431 1,648,982 5,378,067

Consumer loans and finance leases 3,256,070 61,419 9,979 3,327,468
Total loans held for investment, gross $ 9,084,707 $ 379,767 $ 2,088,351 $ 11,552,825

Loans held for sale 12,306 - - 12,306
Total loans, gross $ 9,097,013 $ 379,767 $ 2,088,351 $ 11,565,131
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Residential Real Estate Loans

As of June 30, 2023, the Corporation’s total residential mortgage loan portfolio, including loans held for sale, decreased by $51.5
million, as compared to the balance as of December 31, 2022. The decline in the residential mortgage loan portfolio reflects
destaganillion in the Puerto Rico region and $6.9 million in the Virgin Islands region, partially offset by an increase of $12.1 million
in the Florida region. The decline was driven by repayments, foreclosures, and charge -offs, which more than offset the volume of
leewt originations kept on the balance sheet.

The majority of the Corporation’s outstanding balance of residential mortgage loans in the Puerto Rico and the Virgin Islands
regions as of June 30, 2023 consisted of fixed-rate loans that traditionally carry higher yields than residential mortgage loans in
fHerida region. In the Florida region, approximately 42% of the residential mortgage loan portfolio consisted of hybrid adjustable-rate
mortgages. In accordance with the Corporation’s underwriting guidelines, residential mortgage loans are primarily fully documented
loans, and the Corporation does not originate negative amortization loans.

Commercial and Construction Loans

As of June 30, 2023, the Corporation’s commercial and construction loan portfolio increased by $52.2 million, as compared to the
balance as of December 31, 2022.

In the Puerto Rico region, commercial and construction loans increased by $112.1 million, as compared to the balance as
Deoémber 31, 2022. This increase was driven by the origination of several loans, including five commercial relationships, each in
excess of $10 million, that increased the portfolio amount by $66.0 million and a $60.3 million increase in the outstanding balance of
floor plan lines of credit.

In the Virgin Islands region, commercial and construction loans increased by $40.1 million, as compared to the balance as of
December 31, 2022. The increase was driven by the utilization of $47.0 million of a new $100.0 million line of credit facility extended
to a government public corporation.

In the Florida region, commercial and construction loans decreased by $100.0 million, as compared to the balance as of
31,26@2mbkis decrease reflected $90.4 million in payoffs and paydowns of five commercial and industrial relationships in the Florida
region, each in excess of $10 million, including the aforementioned payoff of a $24.3 million commercial and industrial participated
loan in the leisure and hospitality industry.

As of June 30, 2023, the Corporation had $174.9 million outstanding in loans extended to the Puerto Rico government, its
municipalities, and public corporations, compared to $169.8 million as of December 31, 2022. See “Exposure to Puerto Rico
Government” below for additional information.

The Corporation also has credit exposure to USVI government entities. As of June 30, 2023, the Corporation had $78.9 million ir
loans to USVI government public corporations, compared to $38.0 million as of December 31, 2022. The increase in loans to USVI
government public corporations was driven by the aforementioned $47.0 million line of credit utilization. See “Exposure to USVI
Government” below for additional information.

As of June 30, 2023, the Corporation’s total commercial mortgage loan exposure amounted to $2.3 billion, or 43% of the total
commercial loan portfolio. The commercial mortgage loan portfolio includes an exposure to office real estate amounting to $428.3
million ($384.3 million and $44.0 million in the Puerto Rico and Florida regions, respectively), of which approximately $76.1 million
matures during the remainder of 2023 and 2024.

As of June 30, 2023, the Corporation’s total exposure to shared national credit (“SNC”) loans (including unused commitments)
amounted to $1.1 billion as of each of June 30, 2023 and December 31, 2022. As of June 30, 2023, approximately $206.2 million ¢
the SNC exposure is related to the portfolio in the Puerto Rico region and $847.4 million is related to the portfolio in the Florida
region.

Consumer Loans and Finance Leases
As of June 30, 2023, the Corporation’s consumer loan and finance lease portfolio increased by $167.8 million to $3.5 billion, as
compared to the portfolio balance of $3.3 billion as of December 31, 2022. This increase was mainly related to increases of

BWldh and $69.4 million in the finance leases and auto loans portfolios, respectively. The growth in consumer loans was mainly
reflected in the Puerto Rico region across all portfolio classes.
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Loan Production

First BanCorp. relies primarily on its retail network of branches to originate residential and consumer loans. The Corporation may
supplement its residential mortgage originations with wholesale servicing released mortgage loan purchases from mortgage
haekErporation manages its construction and commercial loan originations through centralized units and most of its originations
come from existing customers, as well as through referrals and direct solicitations. Auto loans and finance leases originations
relynarily on relationships with auto dealers and dedicated sales professionals who serve selected locations to facilitate originations.

The following table provides a breakdown of First BanCorp.’s loan production, including purchases, refinancings, renewals and
draws from existing revolving and non-revolving commitments, for the indicated periods:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022

(In thousands)
Residential mortgage $ 115251 $ 126,532 $ 192,553 $ 249,045
Construction 47,006 46,880 82,505 66,866
Commercial mortgage 42,384 205,720 131,076 333,705
Commercial and Industrial 550,574 622,714 1,106,456 1,113,010
Consumer 454,005 482,252 889,323 908,719

Total loan production $ 1,209,220 $ 1,484,098 $ 2,401,913 $ 2,671,345

During the quarter and six-month period ended June 30, 2023, total loan originations, including purchases, refinancings, and
frodnaasgsting revolving and non-revolving commitments, amounted to approximately $1.2 billion and $2.4 billion, respectively,
compared to $1.5 billion and $2.7 billion, respectively, for the comparable periods in 2022.

Residential mortgage loan originations for the quarter and six-month period ended June 30, 2023 amounted to $115.3 million
$188d5 million, respectively, compared to $126.5 million and $249.0 million, respectively, for the comparable periods in 2022. The
decrease of $11.2 million in the second quarter of 2023, as compared to the same period in 2022, reflects declines of $9.1 million i
the Puerto Rico region, $1.3 million in the Virgin Islands region, and $0.8 million in the Florida region. For the six-month period
ended June 30, 2023, the decrease of $56.4 million consisted of declines of $51.4 million in the Puerto Rico region, $3.3 million in
fHerida region, and $1.7 million in the Virgin Islands region. Approximately 58% of the $150.0 million residential mortgage loan
originations in the Puerto Rico region during the first half of 2023 consisted of conforming loans, compared to 59% of $201.4 million
for the first half of 2022. The decrease during the first half of 2023 is related to a lower volume of conforming loan originations and
refinancings, in part due to a higher interest rate environment.

Commercial and construction loan originations (excluding government loans) for the quarter and six-month period ended June 30
2023 amounted to $563.6 million and $1.2 billion, respectively, compared to $860.9 million and $1.5 billion, respectively, for the
comparable periods in 2022. The decrease of $297.3 million in the second quarter of 2023, as compared to the same period in
BEREts declines of $158.2 million in the Florida region, $124.8 million in the Puerto Rico region, and $14.3 million in the Virgin
Islands region. Commercial loan originations for the second quarter of 2022 include three commercial mortgage loans over
#ilion originated in the Puerto Rico region totaling $53.8 million and two commercial mortgage loans over $10 million originated in
the Florida region totaling $37.3 million. For the first six months of 2023, the decrease of $258.2 million consisted of decreases of
$213.3 million in the Florida region, $31.1 million in the Puerto Rico region, and $13.8 million in the Virgin Islands region.

Government loan originations for the quarter and six-month period ended June 30, 2023 amounted to $76.3 million and $83.6
million, respectively, compared to $14.4 million and $18.9 million, respectively, for the comparable periods in 2022. Government loan
originations during the first half of 2023 were mainly related to the aforementioned line of credit utilization in the Virgin Islands
region, a loan to an agency of the Puerto Rico government for a low-income housing project, and the utilization of an arranged
overdraft line of credit of a government entity in the Virgin Islands region. On the other hand, government loan originations during the
first half of 2022 were mainly related to the renewal of a municipal loan in the Puerto Rico region and the utilization of the arrangec
overdraft line of credit of a government entity in the Virgin Islands region.
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Originations of auto loans (including finance leases) for the quarter and six-month period ended June 30, 2023 amounted to
miti2seBd $495.4 million, respectively, compared to $269.5 million and $530.8 million, respectively, for the comparable periods in
2022. The decrease in the second quarter of 2023, as compared to the same quarter of 2022, consisted of a $21.2 million decreas¢
the Puerto Rico region, partially offset by a $2.0 million increase in the Virgin Islands region. The decrease in the first six months of
2023, as compared to the same period of the previous year, consisted of a $38.7 million decrease in the Puerto Rico region,
petillyy a $3.3 million increase in the Virgin Islands region. Other consumer loan originations, other than credit cards, for the
gpdrsex-month period ended June 30, 2023 amounted to $77.7 million and $149.6 million, respectively, compared to $87.2 million anc
$142.8 million, respectively, for the comparable periods in 2022. The utilization activity on the outstanding credit card portfolio for
the quarter and six-month period ended June 30, 2023 amounted to $125.9 million and $244.3 million, respectively, compared to
$125.6 million and $235.0 million, respectively, for the comparable periods in 2022.
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Investment Activities

As part of its liquidity, revenue diversification, and interest rate risk management strategies, First BanCorp. maintains a debt
securities portfolio classified as available for sale or held to maturity.

The Corporation’s total available-for -sale debt securities portfolio as of June 30, 2023 amounted to $5.4 billion, a $166.2 million
decrease from December 31, 2022 . The decrease was mainly driven by repayments of approximately $200.4 million of U.S.
MigBaes debentures, partially offset by a $32.4 million increase in fair value attributable to changes in market interest rates. As
ofine 30, 2023, the Corporation had a net unrealized loss on available-for-sale debt securities of $765.8 million. This unrealized loss
mtributable to instruments on books carrying a lower interest rate than market rates. The Corporation expects that this unrealized
lodisreverse over time and it is likely that it will not be required to sell the securities before their anticipated recovery. The Corporation
expects the portfolio will continue to decrease and the accumulated other comprehensive loss will decrease accordingly, excluding
thmpact of market interest rates.

As of June 30, 2023, substantially all of the Corporation’s available-for-sale debt securities portfolio was invested in U.S.
government and agencies debentures and fixed-rate GSEs’ MBS. In addition, as of June 30, 2023, the Corporation held a bond
Isptiesl PRHFA, classified as available for sale, specifically a residential pass-through MBS in the aggregate amount of $3.3 million
(fair value - $2.1 million). This residential pass-through MBS issued by the PRHFA is collateralized by certain second mortgages
originated under a program launched by the Puerto Rico government in 2010 and had an unrealized loss of $1.1 million as of June
3023, of which $0.3 million is due to credit deterioration. During 2021, the Corporation placed this instrument in nonaccrual status
based on the delinquency status of the underlying second mortgage loans collateral.

As of June 30, 2023, the Corporation’s held-to-maturity debt securities portfolio, before the ACL, decreased to $424.7 million,
compared to $437.5 million as of December 31, 2022. Held-to-maturity debt securities consisted of fixed-rate GSEs’ MBS and
financing arrangements with Puerto Rico municipalities issued in bond form, which the Corporation accounts for as securities, but
which were underwritten as loans with features that are typically found in commercial loans. Puerto Rico municipal bonds typically
are not issued in bearer form, are not registered with the SEC, and are not rated by external credit agencies. These bonds
bawirity to the payment of operating costs and expenses of the municipality and, in most cases, are supported by assigned property
taxenues. As of June 30, 2023, approximately 74% of the Corporation’s municipal bonds consisted of obligations issued by four of
thgest municipalities in Puerto Rico. The municipalities are required by law to levy special property taxes in such amounts as are
required for the payment of all of their respective general obligation bonds and loans. Given the uncertainties as to the effects that
fleeal position of the Puerto Rico central government, and the measures taken, or to be taken, by other government entities may
bawaunicipalities, and the higher interest rate environment, the Corporation cannot be certain whether future charges to the ACL
tvese securities will be required. As of June 30, 2023, the ACL for held-to-maturity debt securities was $8.4 million, compared to $8.:
million as of December 31, 2022.

See “Risk Management — Exposure to Puerto Rico Government” below for information and details about the Corporation’s total
direct exposure to the Puerto Rico government, including municipalities, and “Credit Risk Management” below for the ACL of the
exposure to Puerto Rico municipal bonds.
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The following table presents the carrying values of investments as of the indicated dates:

(In
18YRAPARArket investments
Available-for-sale debt securities, at fair value:
U.S. government and agencies obligations
Puerto Rico government obligations
MBS:
Residential
Commercial
Other
Total available-for-sale debt securities, at fair value
Held-to-maturity debt securities, at amortized cost:
MBS:
Residential
Commercial
Puerto Rico municipal bonds
ACL for held-to-maturity Puerto Rico municipal bonds
Total held-to-maturity debt securities

Equity securities, including $34.7 million and $42.9 million of FHLB stock

as of June 30, 2023 and December 31, 2022, respectively
Total money market investments and investment securities

June 30, 2023

December 31, 2022

$ 1,000 $ 2,025
2,515,097 2,492,228

2,111 2,201

2,759,697 2,941,458

156,464 163,133

- 500

5,433,369 5,599,520

155,690 166,739

102,912 105,088

166,124 165,710

(8,401) (8,286)

416,325 429,251

48,101 55,289

$ 5,898,795 $ 6,086,085

The carrying values of debt securities as of June 30, 2023 by contractual maturity (excluding MBS), are shown below:

(Dollars in thousands)

U.S. government and agencies obligations:
Due within one year
Due after one year through five years
Due after five years through ten years
Due after ten years

Puerto Rico government and municipalities obligations:
Due within one year
Due after one year through five years
Due after five years through ten years
Due after ten years

MBS
ACL on held-to-maturity debt securities
Total debt securities
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Carrying Weighted-Average Yield %
Amount

246,038 0.44

2,247,794 0.84

10,400 3.16

10,865 5.38

2,515,097 0.83

1,205 5.90

42,736 6.93

56,160 7.44

68,134 8.14

168,235 7.59

3,174,763 1.70

(8,401) -

5,849,694 1.48




Net interest income in future periods could be affected by prepayments of MBS. Any acceleration in the prepayments of MBS
purchased at a premiumvould lower yields on these securities, since the amortization of premiums paid upon acquisition would
accelerate. Conversely, acceleration of the prepayments of MBS would increase yields on securities purchased at a discount, since
tirortization of the discount would accelerate. These risks are directly linked to future period market interest rate fluctuations. Net
interest income in future periods might also be affected by the Corporation’s investment in callable securities. As of June 30, 2023,
erporation had approximately $1.9 billion in callable debt securities (U.S. agencies debt securities) with an average yield of 0.78%
of which approximately 60% were purchased at a discount and 3% at a premium. See “Risk Management” below for further
ahdlgsisffects of changing interest rates on the Corporation’s net interest income and the Corporation’s interest rate risk
sieatagEseAtso, refer to Note 2 — Debt Securities to the unaudited consolidated financial statements herein for additional
refgainditigthe Corporation’s debt securities portfolio.

RISK MANAGEMENT

General

Risks are inherent in virtually all aspects of the Corporation’s business activities and operations. Consequently, effective risk
management is fundamental to the success of the Corporation. The primary goals of risk management are to ensure that
erporation’s risk-taking activities are consistent with the Corporation’s objectives and risk tolerance, and that there is an
bplaopeidetween risks and rewards in order to maximize stockholder value.

The Corporation has in place a risk management framework to monitor, evaluate and manage the principal risks assumed
coimducting its activities. First BanCorp.’s business is subject to eleven broad categories of risks: (i) liquidity risk; (ii) interest rate risk;
(iii) market risk; (iv) credit risk; (v) operational risk; (vi) legal and regulatory risk; (vii) reputational risk; (viii) model risk; (ix) capital
risk; (x) strategic risk; and (xi) information technology risk. First BanCorp. has adopted policies and procedures designed to identify
and manage the risks to which the Corporation is exposed.

The Corporation’s risk management policies are described below, as well as in Part Il, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” in the 2022 Annual Report on Form 10-K.

Liquidity Risk

Liquidity risk involves the ongoing ability to accommodate liability maturities and deposit withdrawals, fund asset growth and
business operations, and meet contractual obligations through unconstrained access to funding at reasonable market rates. Liquidity
management involves forecasting funding requirements and maintaining sufficient capacity to meet liquidity needs and
accommodate fluctuations in asset and liability levels due to changes in the Corporation’s business operations or unanticipated
events.

The Corporation manages liquidity at two levels. The first is the liquidity of the parent company, or First Bancorp., which is the
holding company that owns the banking and non-banking subsidiaries. The second is the liquidity of the banking subsidiary,
FirstBank.

The Asset and Liability Committee of the Board is responsible for overseeing management’s establishment of the Corporation’s
liquidity policy, as well as approving operating and contingency procedures and monitoring liquidity on an ongoing basis. The
Management’'s Investment and Asset Liability Committee (“MIALCO”), which reports to the Board's Asset and Liability
Committee, uses measures of liquidity developed by management that involve the use of several assumptions to review the
Corporation’s liquidity position on a monthly basis. The MIALCO oversees liquidity management, interest rate risk, market risk,
and other related matters.

The MIALCO is composed of senior management officers, including the Chief Executive Officer, the Chief Financial Officer, the
Chief Risk Officer, the Corporate Strategic and Business Development Director, the Business Group Director, the Treasury and
Investments Risk Manager, the Financial Planning and Asset and Liability Management (“ALM”) Director, and the Treasurer. The
Treasury and Investments Division is responsible for planning and executing the Corporation’s funding activities and strategy,
monitoring liquidity availability on a daily basis, and reviewing liquidity measures on a weekly basis. The Treasury and Investments
Accounting and Operations area of the Corporate Controller's Department is responsible for calculating the liquidity measurements
used by the Treasury and Investment Division to review the Corporation’s liquidity position on a weekly basis. The Financial
Planning and ALM Division is responsible for estimating the liquidity gap for longer periods.
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To ensure adequate liquidity through the full range of potential operating environments and market conditions, the Corporation
conducts its liquidity management and business activities in a manner that is intended to preserve and enhance funding stability,
flexibility, and diversity. Key components of this operating strategy include a strong focus on the continued development of
customer-based funding, the maintenance of direct relationships with wholesale market funding providers, and the maintenance of
the ability to liquidate certain assets when, and if, requirements warrant.

The Corporation develops and maintains contingency funding plans. These plans evaluate the Corporation’s liquidity position
under various operating circumstances and are designed to help ensure that the Corporation will be able to operate through period:
of stress when access to normal sources of funds is constrained. The plans project funding requirements during a potential period o
stress, specify and quantify sources of liquidity, outline actions and procedures for effectively managing liquidity through a period of
stress, and define roles and responsibilities for the Corporation’s employees. Under the contingency funding plans, the Corporation
stresses the balance sheet and the liquidity position to critical levels that mimic difficulties in generating funds or even maintaining
the current funding position of the Corporation and the Bank and are designed to help ensure the ability of the Corporation and the
Bank to honor their respective commitments. The Corporation has established liquidity triggers that the MIALCO monitors in order
to maintain the ordinary funding of the banking business. The MIALCO has developed contingency funding plans for the following
three scenarios: a credit rating downgrade, an economic cycle downturn event, and a concentration event. The Board's Asset and
Liability Committee reviews and approves these plans on an annual basis.

The Corporation manages its liquidity in a proactive manner and in an effort to maintain a sound liquidity position. It uses
multiple measures to monitor its liquidity position, including core liquidity, basic liquidity, and time-based reserve measures. Cash
and cash equivalents amounted to $1.0 billion as of June 30, 2023, compared to $480.5 million as of December 31, 2022. Free high
quality liquid securities that could be liquidated or pledged within one day amounted to $2.2 billion as of June 30, 2023, compared
to $3.1 billion as of December 31, 2022. As of June 30, 2023, the estimated core liquidity reserve (which includes cash and free high
quality liquid assets such as U.S. government and GSEs obligations that could be liquidated or pledged within one day) was $3.2
billion, or 16.70% of total assets, compared to $3.5 billion, or 19.02% of total assets as of December 31, 2022. The basic liquidity
ratio (which adds available secured lines of credit to the core liquidity) was approximately 21.82% of total assets as of June 30,
2023, compared to 22.48% of total assets as of December 31, 2022.

As of June 30, 2023, in addition to the aforementioned $3.2 billion in cash and free high quality liquid assets, the Corporation had
$980.9 million available for credit with the FHLB based on the value of loan collateral pledged with the FHLB. The Corporation
also maintains borrowing capacity at the FED Discount Window. The Corporation does not consider borrowing capacity from the
FED Discount Window as a primary source of liquidity but had approximately $1.4 billion available for funding under the FED’s
Borrower-in-Custody (“BIC”) Program as of June 30, 2023 as an additional contingent source of liquidity. Total loans pledged to the
FED Discount Window amounted to $2.4 billion as of June 30, 2023. The Corporation also does not rely on uncommitted inter-bank
lines of credit (federal funds lines) to fund its operations and does not include them in the basic liquidity measure. On a combined
basis, as of June 30, 2023, the Corporation had $5.6 billion of total available liquidity, or 1.17x of uninsured deposits excluding
government deposits, to meet liquidity needs, while maintaining a strong capital position.

Liquidity at the Bank level is highly dependent on bank deposits, which fund 88.2% of the Bank’s assets (or 86.3% excluding
brokered CDs). In addition, as further discussed below, the Corporation maintains a diversified base of readily available wholesale
funding sources, including advances from the FHLB through pledged borrowing capacity, securities sold under agreements to
repurchase, and access to CDs through brokers. Funding through wholesale funding may continue to increase the overall cost of
funding for the Corporation and impact the net interest margin.

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 financial instruments may include loan commitments and standby letters of credit. These
commitments are subject to the same credit policies and approval processes used for on-balance sheet instruments.
iisesenents involve, to varying degrees, elements of credit and interest rate risk in excess of the amount recognized in the
sfdteamemisd condition. As of June 30, 2023, the Corporation’s commitments to extend credit amounted to approximately $2.0 billion.
Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition established ir
the contract. Since certain commitments are expected to expire without being drawn upon, the total commitment amount does not
necessarily represent future cash requirements. For most of the commercial lines of credit, the Corporation has the option to
reevaluate the agreement prior to additional disbursements. There have been no significant or unexpected draws on
egisimignents. In the case of credit cards and personal lines of credit, the Corporation can cancel the unused credit facility at any
time and without cause.
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The following table summarizes commitments to extend credit and standby letters of credit as of the indicated dates:

June 30, 2023 December 31, 2022
(In thousands)
Financial instruments whose contract amounts represent credit risk:
Commitments to extend credit:
Construction undisbursed funds $ 189,458 $ 170,639
Unused credit card lines 955,292 936,231
Unused personal lines of credit 40,346 41,988
Commercial lines of credit 795,820 761,634
Letters of credit:
Commercial letters of credit 57,732 68,647
Standby letters of credit 8,267 9,160

The Corporation engages in the ordinary course of business in other financial transactions that are not recorded on the
shbatarmcemay be recorded on the balance sheet in amounts that are different from the full contract or notional amount of the
transaction and, thus, affect the Corporation’s liquidity position. These transactions are designed to (i) meet the financial needs of
customers, (i) manage the Corporation’s credit, market and liquidity risks, (iii) diversify the Corporation’s funding sources, and (iv)
optimize capital.

In addition to the aforementioned off-balance sheet debt obligations and unfunded commitments to extend credit, the Corporation
has obligations and commitments to make future payments under contracts, amounting to approximately $3.9 billion as of June 30,
2023. Our material cash requirements comprise primarily of contractual obligations to make future payments related to time
deposits, short-term borrowings, long-term debt, and operating lease obligations. We also have other contractual cash obligations
related to certain binding agreements we have entered into for services including outsourcing of technology services, security,
advertising and other services which are not material to our liquidity needs. We currently anticipate that our available funds, credit
facilities, and cash flows from operations will be sufficient to meet our operational cash needs for the foreseeable future.

Off-balance sheet transactions are continuously monitored to consider their potential impact to our liquidity position and changes
are applied to the balance between sources and uses of funds, as deemed appropriate, to maintain a sound liquidity position.

Sources of Funding

The Corporation utilizes different sources of funding to help ensure that adequate levels of liquidity are available when needed.
Diversification of funding sources is of great importance to protect the Corporation’s liquidity from market disruptions. The principal
sources of short-term funding are deposits, including brokered CDs. Additional funding is provided by short- and long-term securities
sold under agreements to repurchase and lines of credit with the FHLB. Consistent with its strategy, the Corporation has been
seakidgore deposits.

The Asset and Liability Committee reviews credit availability on a regular basis. The Corporation also sells mortgage loans as a
supplementary source of funding and has obtained long-term funding in the past through the issuance of notes and long-term
okeredaddition, the Corporation also maintains as additional contingent sources borrowing capacity at the FED’s BIC Program
anenrolled in the FED’s Bank Term Funding Program (“BTFP”).

While liquidity is an ongoing challenge for all financial institutions, management believes that the Corporation's available

borrowing capacity and efforts to grow core deposits will be adequate to provide the necessary funding for the Corporation’s
plisisdaghe foreseeable future.

106



The Corporation’s principal sources of funding are discussed below:

Retail core deposits- The Corporation’s deposit products include regular savings accounts, demand deposit accounts, money
market accounts, and retail CDs. As of June 30, 2023, the Corporation’s core deposits, which exclude government deposits and
brokered CDs, decreased by $247.0 million to $13.0 billion from $13.3 billion as of December 31, 2022. The decrease was primarily
related to saving and checking accounts primarily in the Puerto Rico and Florida regions. Notwithstanding, these reductions were
partially offset by an increase in time deposits, including a shift from non-interest bearing or low-interest bearing products to time
deposits, driven by higher rates offered. Over the last year, the FED’s policies to control the inflationary economic environment,
including repeated market interest rate increases, have resulted in excess liquidity gradually tapering off and impacting the
Corporation’s core deposit balances as customers continued to reallocate cash into higher yielding alternatives. Further shift may
continue to increase the overall cost of funding for the Corporation and impact the net interest margin. For the second quarter of
2023, the average balance per retail core deposit account was $26 thousand.

Government deposits- As of June 30, 2023, the Corporation had $2.9 billion of Puerto Rico public sector deposits ($2.8 billion in
transactional accounts and $140.1 million in time deposits), compared to $2.3 billion as of December 31, 2022. The increase was
related to higher balances of interest-bearing transactional accounts. Government deposits are insured by the FDIC up to
Hpplicable limits and the uninsured portions is fully collateralized. Approximately 21% of the public sector deposits as of June 30,
2023 were from municipalities and municipal agencies in Puerto Rico and 79% were from public corporations, the central
gadergeraiés, and U.S. federal government agencies in Puerto Rico.

In addition, as of June 30, 2023, the Corporation had $524.5 million of government deposits in the Virgin Islands region (Decembe
31, 2022 - $442.8 million) and $12.1 million in the Florida region (December 31, 2022 - $11.6 million).

The uninsured portions of government deposits were collateralized by securities and loans with an amortized cost of $3.7 billior
and $3.1 billion as of June 30, 2023 and December 31, 2022, respectively, and an estimated market value of $3.3 billion and
BRlidn, respectively. In addition to securities and loans, as of June 30, 2023 and December 31, 2022, the Corporation used
#alBHand $200.0 million, respectively, in letters of credit issued by the FHLB as pledges for public deposits in the Virgin Islands.

Estimate of Uninsured DepositsAs of June 30, 2023 and December 31, 2022, the estimated amount of uninsured deposits totaled
$8.0 billion and $7.6 billion, respectively, generally representing the portion of deposits that exceed the FDIC insurance limit of
$250,000 and amounts in any other uninsured deposit account. The balances presented as of June 30, 2023 and December 31,
p@2e the uninsured portion of fully collateralized government deposits which amounted to $3.3 billion and $2.6 billion,
respectively. Excluding fully collateralized deposits, $4.7 billion of these deposits are uninsured, which represent 28.79% of total
deposits, excluding brokered CDs, as of June 30, 2023, compared to $4.9 billion, or 30.65% of total deposits, excluding brokered
ePsf December 31, 2022. The increase is mostly related to government deposits, which are fully collateralized as

prenimrsg.

The amount of uninsured deposits is calculated based on the same methodologies and assumptions used for our bank
repedingtoeguirements adjusted for cash held by wholly-owned subsidiaries at the Bank.

The following table presents by contractual maturities the amount of U.S. time deposits in excess of FDIC insurance limits (over
$250,000) and other time deposits that are otherwise uninsured as of June 30, 2023:

3 months or 3 monthsto 6 months to

(In thousands) less 6 months 1year Over 1 year Total
U.S. time deposits in excess of FDIC insurance

limits $ 254,158 $ 108,835 $ 225,068 $ 357,972 $ 946,033
Other uninsured time deposits $ 16,675 $ 10,763 $ 10,277 $ 6,546 $ 44,261

Brokered CDs- Total brokered CDs increased by $257.8 million to $363.6 million as of June 30, 2023, compared to $105.8 million as
of December 31, 2022. The increase reflects the effect of new issuances amounting to $475.6 million with an all-in cost of 4.97%
partially offset by approximately $217.8 million of maturing brokered CDs, with an all-in cost of 4.92%, that were paid off during the
first six months of 2023.

The average remaining term to maturity of the brokered CDs outstanding as of June 30, 2023 was approximately 1 year.
The increased use of brokered CDs was primarily related to short-term funding in our Florida region, The future use of brokerec
CDs will depend on multiple factors including excess liquidity at each of the regions, future cash needs and any tax implications.

Brokered CDs are insured by the FDIC up to regulatory limits and can be obtained faster than regular retail deposits.
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Refer to “Net Interest Income” above for information about average balances of interest-bearing deposits and the average
rateteagbbn deposits, for the quarters and six-month periods ended June 30, 2023 and 2022.

Securities sold under agreements to repurchas@he Corporation’s investment portfolio is funded in part with repurchase
agreements. The Corporation’s outstanding short-term securities sold under repurchase agreements amounted to $73.9 million as
afine 30, 2023, compared to $75.1 million as of December 31, 2022. In addition to these repurchase agreements, the Corporation
bsen able to maintain access to credit by using cost-effective sources such as FHLB advances. See Note 9 — Securities Sold
Bgdsments to Repurchase (Repurchase Agreements) to the unaudited consolidated financial statements herein for further
dbtailsrepurchase agreements outstanding by counterparty and maturities.

Under the Corporation’s repurchase agreements, as is the case with derivative contracts, the Corporation is required to pledge
or gaslifying securities to meet margin requirements. To the extent that the value of securities previously pledged as collateral
deelieshanges in interest rates, a liquidity crisis or any other factor, the Corporation is required to deposit additional cash or
seoueitiess margin requirements, thereby adversely affecting its liquidity. Given the quality of the collateral pledged, the Corporation
has not experienced margin calls from counterparties arising from credit-quality-related write-downs in valuations.

Advances from the FHLB The Bank is a member of the FHLB system and obtains advances to fund its operations under a
collateral agreement with the FHLB that requires the Bank to maintain qualifying mortgages and/or investments as collateral for
advances taken. As of June 30, 2023, the outstanding balance of fixed-rate FHLB advances was $500.0 million, compared to
#6lM60as of December 31, 2022. During the six-month period ended June 30, 2023, the Corporation added $300.0 million of long-
term FHLB advances at an average cost of 4.59%, and repaid its short-term FHLB advances. Of the $500.0 million in FHLB
ad\aires 30, 2023, $400.0 million were pledged with investment securities and $100.0 million were pledged with mortgage loans. A
of June 30, 2023, the Corporation had $980.9 million available for additional credit on FHLB lines of credit based on collateral
pledged at the FHLB of New York.

Trust Preferred Securities +n 2004, FBP Statutory Trusts | and Il, statutory trusts that are wholly-owned by the Corporation and
not consolidated in the Corporation’s financial statements, sold to institutional investors variable-rate TRuPs and used the proceeds
tese issuances, together with the proceeds of the purchases by the Corporation of variable rate common securities, to purchase
pubordinated deferrable debentures. The subordinated debentures are presented in the Corporation’s consolidated statements
financial condition as other long-term borrowings. Under the indentures, the Corporation has the right, from time to time, and without
causing an event of default, to defer payments of interest on the Junior Subordinated Deferrable Debentures by extending the
pagresnt period at any time and from time to time during the term of the subordinated debentures for up to twenty
qoaseelytiperiods.

During the second quarter of 2023, the Corporation completed the repurchase of $21.4 million of TRuPs of the FBP Statutory
| a$rpstrt of a privately-negotiated transaction, resulting in a commensurate reduction in the related floating rate junior
dabertinatedrhe purchase price equated to 92.5% of the $21.5 million par value of the TRuPs. The 7.5% discount resulted in a gain
approximately $1.6 million, which is reflected in the consolidated statements of income as “Gain on early extinguishment of debt.” As
of June 30, 2023 and December 31, 2022, the Corporation had junior subordinated debentures outstanding in the aggregate amoun
$161.7 million and $183.8 million, respectively, with maturity dates ranging from June 17, 2034 through September 20, 2034. As of
June 30, 2023, the Corporation was current on all interest payments due on its subordinated debt. See Note 11 — Other Long-
Bermowings and Note 7 — Non-Consolidated Variable Interest Entities (“VIES”) and Servicing Assets to unaudited consolidated
financial statements herein for additional information.

Other Sources of Funds and LiquidityThe Corporation’s principal uses of funds are for the origination of loans, the repayment of
maturing deposits and borrowings, and deposits withdrawals. In connection with its mortgage banking activities, the Corporation has
invested in technology and personnel to enhance the Corporation’s secondary mortgage market capabilities.

The enhanced capabilities improve the Corporation’s liquidity profile as they allow the Corporation to derive liquidity, if needed,
from the sale of mortgage loans in the secondary market. The U.S. (including Puerto Rico) secondary mortgage market is still
lgghtly-in large part because of the sale of mortgages through guarantee programs of the FHA, VA, U.S. Department of Housing
amban Development (“HUD”), FNMA and FHLMC. During the first six months of 2023, loans pooled into GNMA MBS amounted to
approximately $66.4 million. Also, during the first six months of 2023, the Corporation sold approximately $22.8 million of
performing residential mortgage loans to FNMA.

The FED Discount Window is a cost-efficient contingent source of funding for the Corporation in highly-volatile market

conditions. As previously mentioned, although currently not in use, as of June 30, 2023, the Corporation had approximately $1.4
billion available for funding under the FED’s Discount Window based on collateral pledged at the FED.
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The FED’s BTFP was established by the Federal Reserve Board in March 2023 as an additional source of funding for
ingliépisiterio borrow up to the par value of eligible collateral for terms of up to one year. The BTFP eliminates the need for
depository institutions to sell their debt securities in times of stress. Eligible collateral includes high-quality securities such as U.S.
Treasuries, U.S. agency securities, and U.S. agency MBS. Borrowers that are eligible for primary credit under the BIC Program,
agdfirstBank, are eligible to borrow under the BTFP. In addition, any eligible collateral pledged to the discount window can be used
under the BTFP. The rate for term advances will be the one-year overnight index swap rate plus 10 basis points and will be fixed
the term of the advance on the day the advance is made. As previously mentioned, the Corporation enrolled in the BTFP during
fimst quarter of 2023 to further diversify its contingency funding sources and has approximately $2.2 million available for funding as
of June 30, 2023.

Effect of Credit Ratings on Access to Liquidity

The Corporation’s liquidity is contingent upon its ability to obtain external sources of funding to finance its operations. The
Corporation’s current credit ratings and any downgrade in credit ratings can hinder the Corporation’s access to new forms of
fxuidingl and/or cause external funding to be more expensive, which could, in turn, adversely affect its results of operations. Also,
changes in credit ratings may further affect the fair value of unsecured derivatives whose value takes into account the
Qorporativmisk.

The Corporation does not have any outstanding debt or derivative agreements that would be affected by credit rating
Fudthwrmgmadegiven the Corporation’s non-reliance on corporate debt or other instruments directly linked in terms of pricing or volume
to credit ratings, the liquidity of the Corporation has not been affected in any material way by downgrades. The Corporation’s ability
to access new non-deposit sources of funding, however, could be adversely affected by credit downgrades.

As of the date hereof, the Corporation’s credit as a long-term issuer is rated BB+ by S&P and BB by Fitch. As of the date hereof
FirstBank’s credit ratings as a long-term issuer are BB+ by S&P, one notch below S&P’s minimum BBB- level required to be
considered investment grade; and BB by Fitch, two notches below Fitch’'s minimum BBB- level required to be considered investmen
grade. The Corporation’s credit ratings are dependent on a number of factors, both quantitative and qualitative, and are subject
thange at any time. The disclosure of credit ratings is not a recommendation to buy, sell or hold the Corporation’s securities.
Eadirty should be evaluated independently of any other rating.
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Cash Flows

Cash and cash equivalents were $1.0 billion as of June 30, 2023, an increase of $567.0 million when compared to December
2022, The following discussion highlights the major activities and transactions that affected the Corporation’s cash flows during the
first six months of 2023 and 2022:

Cash Flows from Operating Activities

First BanCorp.’s operating assets and liabilities vary significantly in the normal course of business due to the amount and timing ¢
cash flows. Management believes that cash flows from operations, available cash balances, and the Corporation’s ability to
gesletat®ugh short and long-term borrowings will be sufficient to fund the Corporation’s operating liquidity needs for the foreseeable
future.

For the first six months of 2023 and 2022, net cash provided by operating activities was $166.5 million and $219.6 million,
respectively. Net cash generated from operating activities was higher than reported net income largely as a result of adjustments
fayn-cash items such as depreciation and amortization, deferred income tax expense and the provision for credit losses, as well as
gaslerated from sales and repayments of loans held for sale.

Cash Flows from Investing Activities

The Corporation’s investing activities primarily relate to originating loans to be held for investment, as well as purchasing, selling,
and repaying available -for-sale and held-to-maturity debt securities. For the six-month period ended June 30, 2023, net cash
pyoirigesting activities was $25.0 million, primarily due to repayments of available -for-sale and held-to-maturity debt securities and
proceeds from sales of repossessed assets, partially offset by net disbursements on loans held for investment.

For the six-month period ended June 30, 2022, net cash used in investing activities was $557.7 million, primarily due to
of puschegescies debentures and MBS, and net disbursements on loans held for investment, partially offset by repayments of
Bg8ncies MBS.

Cash Flows from Financing Activities

The Corporation’s financing activities primarily include the receipt of deposits and the issuance of brokered CDs, the issuance of
and payments on long-term debt, the issuance of equity instruments, return of capital, and activities related to its short-term fundinc
For the six-month period ended June 30, 2023, net cash provided by financing activities was $375.5 million, mainly reflecting a
$675.9 million net increase in deposits, partially offset by a $196.0 million net decrease in borrowings and $104.4 million of capital
returned to stockholders.

For the first six months of 2022, net cash used in financing activities was $941.5 million, mainly reflecting a net decrease in
deposits, the repayment at maturity of a $100 million repurchase agreement, and $196.0 million of capital returned to stockholders.
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Capital

As of June 30, 2023, the Corporation’s stockholders’ equity was $1.4 billion, an increase of $72.5 million from December 31, 2022.
The growth was driven by the earnings generated in the first half of 2023 and the $32.4 million increase in the fair value of
foradlalelelebt securities recorded as part of accumulated other comprehensive loss in the consolidated statements of financial
asraitesylt of changes in market interest rates, partially offset by common stock dividends declared in the first half of 2023 totalint
$50.7 million or $0.28 per common share, the repurchase of 3.6 million shares of common stock for a total purchase price of
approximately $50.0 million, and the $1.3 million impact to retained earnings related to the adoption of Accounting Standards Updat:
(“ASU") 2022-02, “Financial Instruments — Credit Losses (Topic 326): Troubled Debt Restructurings and Vintage Disclosures”
during the first quarter of 2023. See Note 1 — Basis of Presentation and Significant Accounting Policies for additional information
related to the adoption of ASU 2022-02.

On July 24, 2023, the Corporation’s Board declared a quarterly cash dividend of $0.14 per common share payable on September
2083 to shareholders of record at the close of business on August 24, 2023. The Corporation intends to continue to pay quarterly
dividends on common stock. The Corporation’s common stock dividends, including the declaration, timing and amount, remain
subject to the consideration and approval by the Corporation’s Board at the relevant times.

On July 24, 2023, the Corporation announced that its Board of Directors approved a new stock repurchase program, under
thevQwiporation may repurchase up to $225 million of its outstanding common stock, which it expects to execute through the end of
the third quarter of 2024.

The Corporation expects to repurchase approximately $150 million in common stock during the second half of 2023, of which $75
million relates to the remaining amount of the $350 million stock repurchase program announced on April 27, 2022 that was
neslumye?D23. The Corporation expects to fully utilize this remaining authorization during the third quarter of 2023. From July 1, 2023
through August 1, 2023, the Corporation repurchased approximately 1.5 million shares of common stock for a total purchase price
61.9.5 million.

Repurchases under the programs may be executed through open market purchases, accelerated share repurchases, and/or
nepotiately transactions or plans, including under plans complying with Rule 10b5-1 under the Exchange Act. The Corporation’s
speikchase programs are subject to various factors, including the Corporation’s capital position, liquidity, financial performance
ahdrnative uses of capital, stock trading price, and general market conditions. The Corporation’s stock repurchase programs do
obtigate it to acquire any specific number of shares and do not have an expiration date. The stock repurchase programs may
beodified, suspended, or terminated at any time at the Corporation’s discretion. The Parent Company has no operations and depends
dividends, distributions and other payments from its subsidiaries to fund dividend payments, stock repurchases, and to fund all
payments on its obligations, including debt obligations.

The tangible common equity ratio and tangible book value per common share are non-GAAP financial measures generally used
thévffinancial community to evaluate capital adequacy. Tangible common equity is total common equity less goodwill and other
intangible assets. Tangible assets are total assets less the previously mentioned intangible assets. See “Non-GAAP
Mbasgaiels and Reconciliations” above for additional information.
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The following table is a reconciliation of the Corporation’s tangible common equity and tangible assets, non-GAAP financial
measures, to total equity and total assets, respectively, as of June 30, 2023 and December 31, 2022, respectively:

June 30, 2023 December 31, 2022

(In thousands, except ratios and per share

nénanetaiy - GAAP $ 1,397,999 $ 1,325,540
Goodwill (38,611) (38,611)
Purchased credit card relationship intangible a7) (205)
Core deposit intangible (17,075) (20,900)
Insurance customer relationship intangible = (13)
Tangible common equity - non-GAAP $ 1,342,296 $ 1,265,811
Total assets - GAAP $ 19,152,455 $ 18,634,484
Goodwill (38,611) (38,611)
Purchased credit card relationship intangible a7) (205)
Core deposit intangible (17,075) (20,900)
Insurance customer relationship intangible - (13)
Tangible assets - non-GAAP $ 19,096,752 $ 18,574,755
Common shares outstanding 179,757 182,709
Tangible common equity ratio - non-GAAP 7.03% 6.81%
Tangible book value per common share - non-GAAP $ 747 $ 6.93

See Note 22 - Regulatory Matters, Commitments and Contingencies, to the unaudited consolidated financial statements herein
thdaegulatory capital positions of the Corporation and FirstBank as of June 30, 2023 and December 31, 2022, respectively.

The Puerto Rico Banking Law of 1933, as amended (the “Puerto Rico Banking Law”) requires that a minimum of 10% of
FirstBank’s net income for the year be transferred to a legal surplus reserve until such surplus equals the total of paid-in-capital
oommon and preferred stock. Amounts transferred to the legal surplus reserve from retained earnings are not available for
thatnd@emporation without the prior consent of the Puerto Rico Commissioner of Financial Institutions. The Puerto Rico Banking Law
provides that, when the expenditures of a Puerto Rico commercial bank are greater than receipts, the excess of the expenditures
m@Esipts must be charged against the undistributed profits of the bank, and the balance, if any, must be charged against the
mRgalus reserve, as a reduction thereof. If the legal surplus reserve is not sufficient to cover such balance in whole or in part, the
outstanding amount must be charged against the capital account and the Bank cannot pay dividends until it can replenish the
lgplus reserve to an amount of at least 20% of the original capital contributed. FirstBank's legal surplus reserve, included as part
odtained earnings in the Corporation’s consolidated statements of financial condition, amounted to $168.5 million as of each of
3002023 and December 31, 2022, respectively. There were no transfers to the legal surplus reserve during the first half of 2023.
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Interest Rate Risk Management

First BanCorp manages its asset/liability position to limit the effects of changes in interest rates on net interest income and
ntaintain stability of profitability under varying interest rate scenarios. The MIALCO oversees interest rate risk and monitors, among
other things, current and expected conditions in global financial markets, competition and prevailing rates in the local deposit
hoprikiéty;, loan originations pipeline, securities market values, recent or proposed changes to the investment portfolio, alternative
funding sources and related costs, hedging and the possible purchase of derivatives such as swaps and caps, and any tax or
regudatoryich may be pertinent to these areas. The MIALCO approves funding decisions in light of the Corporation’s overall
atrdtebjestives.

On at least a quarterly basis, the Corporation performs a consolidated net interest income simulation analysis to estimate the
clpagyetiah future earnings from projected changes in interest rates. These simulations are carried out over a one-to-five-year
tiorézon. The rate scenarios considered in these simulations reflect gradual upward or downward interest rate movements in the
yialde, for gradual (ramp) parallel shifts in the yield curve of 200 basis points (“bps”) during a twelve-month period, or immediate
upward or downward changes in interest rate movements of 200 bps, for interest rate shock scenarios. The Corporation carries out
tieulations in two ways:

(1) Using a static balance sheet, as the Corporation had on the simulation date, and
(2) Using a dynamic balance sheet based on recent patterns and current strategies.

The balance sheet is divided into groups of assets and liabilities by maturity or re-pricing structure and their corresponding interes
yields and costs. As interest rates rise or fall, these simulations incorporate expected future lending rates, current and expected
fuhdimg sources and costs, the possible exercise of options, changes in prepayment rates, deposit decay and other factors, which
bmimportant in projecting net interest income.

The Corporation uses a simulation model to project future movements in the Corporation’s balance sheet and income statement.
stainéng point of the projections corresponds to the actual values on the balance sheet on the date of the simulations. These
aimutdgiolps complex and are based on many assumptions that are intended to reflect the general behavior of the balance
sbegionents over the modeled periods. It is unlikely that actual events will match these assumptions in all cases. For this reason,
tesults of these forward-looking computations are only approximations of the sensitivity of net interest income to changes in market
interest rates. Several benchmark and market rate curves were used in the modeling process, primarily the LIBOR/Swap curve,
80FR Prime Rate, U.S. Treasury yield curve, FHLB rates, brokered CDs rates, repurchase agreements rates, and the

owrigeéigeent rate of 30 years.

As of June 30, 2023, the Corporation forecasted the 12-month net interest income assuming June 30, 2023 interest rate curves
coastaint. Then, net interest income was estimated under rising and falling rates scenarios. For the rising rate scenario, a gradual
praralpyl upward shift of the yield curve is assumed during the first twelve months (the “+200 ramp” scenario). Conversely, for the
falling rate scenario, a gradual (ramp) parallel downward shift of the yield curve is assumed during the first twelve months (the “-20C
ramp” scenario).

The SOFR curve for June 30, 2023, as compared to December 31, 2022, reflects an increase of 60 bps on average in the short-
séetor of the curve, or between one to twelve months; 37 bps in the medium-term sector of the curve, or between 2 to 5 years; and
bps in the long-term sector of the curve, or over 5-year maturities. A similar increase in market rates changes was observed in
freasury (CMT) yield curve with an increase of 88 bps in the short-term sector, 29 bps in the medium-term sector, and 6 bps in
tbeg-term sector.
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The following table presents the results of the simulations as of June 30, 2023 and December 31, 2022. Consistent with prior
ffezss,exclude non-cash changes in the fair value of derivatives:

Net Interest Income
(% ChandRifojected for the next 12

Static _months) Growing Balance Sheet
June 30, Bpulationpecember 31, 2022 June 30, 2023 December 31, 2022

Gradual Change in Interest

Rato80 bps 0.9%% 0.96% 1.01% 1.3
rammo bps -1.3%% -1.61% -1.42% -2.0%
Iaffediate Change in Interest

Rates0 bps 3.76% 2.3%% 3.1%% 2.56%
shogho bps 5.43% -4.71% 4.7 -5.0%%
shock

The Corporation continues to manage its balance sheet structure to control and limit the overall interest rate risk by managing it:
asset composition while maintaining a sound liquidity position. See “Risk Management — Liquidity Risk” above for liquidity ratios.
As of June 30, 2023 and December 31, 2022, the simulations showed that the Corporation continues to have a slight asset-
peskgitive

As of June 30, 2023, the net interest income for the next twelve months under a non-static balance sheet scenario is estimated
tocrease by 1.01% in the rising rate scenario, when compared against the base simulation. When compared with December 31,
#0PBAet interest income sensitivity for the +200 bps ramp scenario decreased by 36 bps. The reduction in sensitivity was mainly
byivietre migration from non-interest-bearing and other low-cost deposits to higher cost deposits, such as time deposits, as well
areases in government deposits which have a higher beta, partially offsetting the growth in the loan portfolio at higher yields,
thpricing of variable rate loans and overall higher yields in other interest earning assets such as cash balances held at the FED.

Under a falling rate scenario, as of June 30, 2023, the net interest income on the non-static balance sheet scenario is
deestasatdy th.42%, when compared against the base simulation. When compared to December 31, 2022. the net interest
@ity decreases for the -200-bps ramp scenario by approximately 61 bps in the non-static balance sheet driven by a higher

gerpaisumed in the June 30, 2023 simulation for non-maturity deposits, and the aforementioned migration to higher cost deposits.

As discussed above, the Corporation evaluates other scenarios such as immediate upward or downward changes in interest
maaeenents of 200 bps, for interest rate shock scenarios. As of June 30, 2023 and December 31, 2022, the simulations showed that
erporation continues to have an asset-sensitive position.

Credit Risk Management

First BanCorp. is subject to credit risk mainly with respect to its portfolio of loans receivable and off-balance-sheet instruments,
principally loan commitments. Loans receivable represents loans that First BanCorp. holds for investment and, therefore, First
BanCorp. is at risk for the term of the loan. Loan commitments represent commitments to extend credit, subject to specific
fomsfieife; amounts and maturities. These commitments may expose the Corporation to credit risk and are subject to the same
edeapproval process as for loans made by the Bank. See “Liquidity Risk” above for further details. The Corporation manages its
credit risk through its credit policy, underwriting, monitoring of loan concentrations and related credit quality, counterparty credit risk,
economic and market conditions, and legislative or regulatory mandates. The Corporation also performs independent loan review
gudlity control procedures, statistical analysis, comprehensive financial analysis, established management committees, and
propltiixe collection and loss mitigation efforts. Furthermore, personnel performing structured loan workout functions are responsible
for mitigating defaults and minimizing losses upon default within each region and for each business segment. In the case of the
commercial and industrial, commercial mortgage and construction loan portfolios, the Special Asset Group (“SAG”) focuses on
strategies for the accelerated reduction of non-performing assets through note sales, short sales, loss mitigation programs, and
REMfIn addition to the management of the resolution process for problem loans, the SAG oversees collection efforts for all loans
frevent migration to the nonaccrual and/or adversely classified status. The SAG utilizes relationship officers, collection specialists
atidrneys.
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The Corporation may also have risk of default in the securities portfolio. The securities held by the Corporation are principally
fixed-rate U.S. agencies MBS and U.S. Treasury and agencies securities. Thus, a substantial portion of these instruments is backed
hortgages, a guarantee of a U.S. GSE or the full faith and credit of the U.S. government.

Management, consisting of the Corporation’s Commercial Credit Risk Officer, Retail Credit Risk Officer, Chief Credit Officer, and
other senior executives, has the primary responsibility for setting strategies to achieve the Corporation’s credit risk goals
ahfkctives. Management has documented these goals and objectives in the Corporation’s Credit Policy.
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Allowance for Credit Losses and Non-performing Assets
Allowance for Credit Losses for Loans and Finance Leases

The ACL for loans and finance leases represents the estimate of the level of reserves appropriate to absorb expected credit
ovlrsttesestimated life of the loans. The amount of the allowance is determined using relevant available information, from internal
eRrtérnal sources, relating to past events, current conditions, and reasonable and supportable forecasts. Historical credit loss
Bxpesigmiicant input for the estimation of expected credit losses, as well as adjustments to historical loss information made for
differences in current loan-specific risk characteristics, such as differences in underwriting standards, portfolio mix, delinquency level
or term. Additionally, the Corporation’s assessment involves evaluating key factors, which include credit and macroeconomic
indicators, such as changes in unemployment rates, property values, and other relevant factors to account for current and
foezkastEhditions that are likely to cause estimated credit losses over the life of the loans to differ from historical credit losses.
fietdrs are subject to regular review and may change to reflect updated performance trends and expectations, particularly in times
eévere stress. The process includes judgments and quantitative elements that may be subject to significant change. Further,
terporation periodically considers the need for qualitative reserves to the ACL. Qualitative adjustments may be related to and
Ineizde, not limited to, factors such as the following: (i) management's assessment of economic forecasts used in the model and
tlmse forecasts align with management’s overall evaluation of current and expected economic conditions; (ii) organization specific
risks such as credit concentrations, collateral specific risks, nature and size of the portfolio and external factors that may
irjpaatalyedit quality, and (i) other limitations associated with factors such as changes in underwriting and loan resolution
atraiagiethers. The ACL for loans and finance leases is reviewed at least on a quarterly basis as part of the Corporation’s
euatiratEmh of its asset quality.

The Corporation applies probability weights to the baseline and alternative downside economic scenarios to estimate the ACL witt
the baseline scenario carrying the highest weight. During the second quarter of 2023, the Corporation applied the baseline scenario
the commercial mortgage and construction loan portfolios as deterioration in the CRE price index in these portfolios is expected at
Bwer extent than projected in the alternative downside scenario, particularly in the Puerto Rico region. The economic scenarios
stk ACL determination contained assumptions related to economic uncertainties associated with geopolitical instability, the CRE
price index, high inflation levels, and the expected path of interest rate increases by the FED. As of June 30, 2023, the
BGilparatiehtonsidered the following assumptions for key economic variables in the probability-weighted economic scenarios:

e Average CRE price index at the national level is forecasted to contract by 4.08% for the remainder of 2023 and 6.24% fo
2024.

e Average Regional Home Price Index forecasts in Puerto Rico (purchase only prices) shows a growth of 8.58% and 6.36%,
fbe remainder of 2023 and 2024, respectively, when compared to the previous quarter forecast. For the Florida region,
average Home Price Index forecasts shows a growth of 3.74% and 2.24% for the remainder of 2023 and 2024,
vespecidralyared to the previous quarter forecast.

e Average regional unemployment in Puerto Rico of 6.84% for the remainder of 2023 and 8.12% for 2024. For the Florida
region and the U.S. mainland, average unemployment rate of 3.60% and 4.13%, respectively, for the remainder of 2023,
ariV% and 4.79%, respectively, for 2024.

e Average annualized change in real gross domestic product (“GDP”) in the U.S. mainland of 1.07% for the remainder of 202%
and 1.18% for 2024.

It is difficult to estimate how potential changes in one factor or input might affect the overall ACL because management considers :
wide variety of factors and inputs in estimating the ACL. Changes in the factors and inputs considered may not occur at the same
eatd may not be consistent across all geographies or product types, and changes in factors and inputs may be directionally
masingisteintprovement in one factor or input may offset deterioration in others. However, to demonstrate the sensitivity of credit los:
estimates to macroeconomic forecasts as of June 30, 2023, management compared the modeled estimates under the
praibhbelityeconomic scenarios against a more adverse scenario. Under this more adverse scenario, as an example,
averagyment rate for the Puerto Rico region increases to 7.64% for the remainder of 2023, compared to 6.84% for the same
parthd probability-weighted economic scenario projections.
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To demonstrate the sensitivity to key economic parameters used in the calculation of the ACL at June 30, 2023, management
calculated the difference between the quantitative ACL and this more adverse scenario. Excluding consideration of qualitative
adjustments, this sensitivity analysis would result in a hypothetical increase in the ACL of approximately $53 million at June 30,
2023. This analysis relates only to the modeled credit loss estimates and is not intended to estimate changes in the overall ACL as
does not reflect any potential changes in other adjustments to the qualitative calculation, which would also be influenced by
jhdgment management applies to the modeled lifetime loss estimates to reflect the uncertainty and imprecision of these
batiethtes current circumstances and conditions. Recognizing that forecasts of macroeconomic conditions are inherently
pad&tdarly in light of recent economic conditions and challenges, which continue to evolve, management believes that its process
tmnsider the available information and associated risks and uncertainties is appropriately governed and that its estimates of
erguiciedses were reasonable and appropriate for the period ended June 30, 2023.

As of June 30, 2023, the ACL for loans and finance leases was $267.1 million, an increase of $6.6 million, from $260.5 million as
of December 31, 2022. The ACL for commercial and construction loans increased by $5.0 million, mainly due to a deterioration in the
forecasted CRE price index to account for an increased uncertainty in the CRE market at a national level that could potentially
thmpawcarkets served by the Corporation coupled with the growth in the commercial and construction loan portfolios. The ACL for
consumer loans increased by $3.9 million, primarily reflecting the effect of the increase in the size of the consumer loan portfolios
histlorical charge-off levels,partially offset by updated macroeconomic variables, such as the unemployment rate, which are now
forecasted to deteriorate at a slower pace than previously expected. The ACL for residential mortgage loans decreased by $2.3
malioly, driven by a more favorable economic outlook in the projection of certain forecasted macroeconomic variables, such as the
Regional Home Price Index, partially offset by a $2.1 million cumulative increase in the ACL due to the adoption of ASU 2022-02,
for which the Corporation elected to discontinue the use of a discounted cash flow methodology for restructured accruing loans.
Nete 1 — Basis of Presentation and Significant Accounting Policies to the unaudited consolidated financial statements herein
addition@rinformation related to the adoption of ASU 2022-02 during 2023.

The ratio of the ACL for loans and finance leases to total loans held for investment increased to 2.28% as of June 30,
cog(e8ed to 2.25% as of December 31, 2022. An explanation for the change for each portfolio follows:

e The ACL to total loans ratio for the residential mortgage portfolio decreased from 2.20% as of December 31, 2022 to
2.17% as of June 30, 2023, primarily reflecting a more favorable economic outlook in the projection of certain forecasted
macroeconomic variables, such as the Regional Home Price Index, partially offset by the aforementioned $2.1 million
cumulative increase in the ACL due to the adoption of ASU 2022-02 during the first quarter of 2023.

e The ACL to total loans ratio for the construction loan portfolio increased from 1.74% as of December 31, 2022 to 2.93%
as of June 30, 2023 mainly due to the aforementioned deterioration in the forecasted CRE price index.

e The ACL to total loans ratio for the commercial mortgage portfolio increased from 1.49% as of December 31, 2022 to
1.83% as of June 30, 2023 mainly due to the aforementioned deterioration in the forecasted CRE price index.

e The ACL to total loans ratio for the commercial and industrial portfolio decreased from 1.14% as of December 31, 2022 to
0.95% as of June 30, 2023, mainly due to reserve decreases associated with the receipt of updated financial information
oértain borrowers and the repayment of a $24.3 million adversely classified commercial and industrial participated loan in
the Florida region, partially offset by higher exposure risk associated with the rising interest rate environment.

e The ACL to total loans ratio for the consumer loan portfolio decreased from 3.83% as of December 31, 2022 to 3.76% as
of June 30, 2023 mainly due to updates in macroeconomic variables, such as the unemployment rate.

The ratio of the total ACL for loans and finance leases to nonaccrual loans held for investment was 325.60% as of June 30,
cog(28ed to 289.61% as of December 31, 2022.

Substantially all of the Corporation’s loan portfolio is located within the boundaries of the U.S. economy. Whether the collateral is
located in Puerto Rico, the U.S. and British Virgin Islands, or the U.S. mainland (mainly in the state of Florida), the performance of
the Corporation’s loan portfolio and the value of the collateral supporting the transactions are dependent upon the performance of
aodditions within each specific area’s real estate market. The Corporation believes it sets adequate loan-to-value ratios following
fisgulatory and credit policy standards.
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As shown in the following tables, the ACL for loans and finance leases amounted to $267.1 million as of June 30, 2023, or 2.28¥%
of total loans, compared with $260.5 million, or 2.25% of total loans, as of December 31, 2022. See “Results of Operations - Provisic
for Credit Losses” above for additional information.

Quarter Ended June 30 Six-Month Period Ended June 30
2023 2022 2023 2022
(Dollars in thousands)
ACL for loans and finance leases, beginning of year $ 265567 $ 245447 $ 260,464 $ 269,030
Impact of adoption of ASU 2022-02 - - 2,116 -
Provision for credit losses - (benefit) expense:
Residential mortgage (3,500) (2,797) (3,427) (7,668)
Construction 1,202 151 2,062 (2,063)
Commercial mortgage 5,999 1,265 7,245 (21,375)
Commercial and industrial 2,997 (1,102) 1,347 653
Consumer and finance leases 14,072 15,148 29,799 26,129
Total provision for credit losses - expense (benefit) 20,770 12,665 37,026 (4,324)
Charge-offs:
Residential mortgage (1,146) (2,079) (2,129) (4,607)
Construction (38) (16) (38) (60)
Commercial mortgage (88) @) (106) (39)
Commercial and industrial (6,350) (68) (6,468) (358)
Consumer and finance leases (16,462) (10,427) (33,260) (20,243)
Total charge offs (24,084) (12,592) (42,001) (25,307)
Recoveries:
Residential mortgage 757 1,287 1,254 2,669
Construction 409 43 472 95
Commercial mortgage 56 1,218 224 1,262
Commercial and industrial 132 589 222 1,624
Consumer and finance leases 3451 3,495 7,281 7,103
Total recoveries 4,805 6,632 9,453 12,753
Net charge-offs (19,279) (5,960) (32,548) (12,554)
ACL for loans and finance leases, end of period $ 267,058 $ 252,152 $ 267,058 $ 252,152
ACL for loans and finance leases to period-end total loans held for investment 2.28% 2.25% 2.28% 2.25%
Net charge-offs (annualized) to average loans outstanding during the period 0.67% 0.21% 0.56% 0.23%

Provision for credit losses - expense (benefit) for loans and finance leases to net charge-
offs during the period 1.08x 2.13x 1.14x -0.34x
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The following tables set forth information concerning the composition of the Corporation's loan portfolio and related ACL by
loan category, and the percentage of loan balances in each category to the total as such loans as of the indicated dates:

As of June 30, 2023

Residential Commercial Consumer and
Mortgage Construction Mortgage Finance
(Dollars in thousands) Loans Loans Loans C&l Loans Leases Total
Total loans held for investment:
Amortized cost of loans $ 2,793,790 $ 163,998 $ 2,320,069 $ 2,946,201 $ 3,495,257 $ 11,719,315
Percent of loans in each category to total loans 24 o 1 % 20 op 25 o 30 op 100 9%
Allowance for credit losses 60,514 4,804 42,427 28,014 131,299 267,058
Allowance for credit losses to amortized cost 217 % 293 % 183 % 095 % 3.76 % 228 %
As of December 31, 2022 Residential Commercial
Mortgage Construction Mortgage Consumer and
(Dollars in thousands) Loans Loans Loans Cé&l Loans Finance Leases Total
Total loans held for investment:
Amortized cost of loans $ 2,847,290 $ 132,953 $ 2,358,851 $ 2,886,263 $ 3,327,468 $ 11,552,825
Percent of loans in each category to total loans 25% 1% 20 % 25% 29% 100 %
Allowance for credit losses 62,760 2,308 35,064 32,906 127,426 260,464
Allowance for credit losses to amortized cost 2.20% 1.74% 1.49% 1.14% 3.83% 2.25%

Allowance for Credit Losses for Unfunded Loan Commitments

The Corporation estimates expected credit losses over the contractual period in which the Corporation is exposed to credit risk as
result of a contractual obligation to extend credit, such as pursuant to unfunded loan commitments and standby letters of credit
fammercial and construction loans, unless the obligation is unconditionally cancellable by the Corporation. The ACL for off-balance
sheet credit exposures is adjusted as a provision for credit loss expense. As of June 30, 2023, the ACL for off-balance sheet
esgitisures increased by $0.6 million to $4.9 million, when compared to December 31, 2022, driven by the deterioration in the
forecasted CRE price index and its effect in construction unfunded loan commitments.

Allowance for Credit Losses for Held-to-Maturity Debt Securities

As of June 30, 2023, the ACL for held-to-maturity securities portfolio was entirely related to financing arrangements with Puerto
Rico municipalities issued in bond form, which the Corporation accounts for as securities, but which were underwritten as loans with
features that are typically found in commercial loans. As of June 30, 2023, the ACL for held-to-maturity debt securities was $8.4
million, compared to $8.3 million as of December 31, 2022.

Allowance for Credit Losses for Available -for-Sale Debt Securities

The ACL for available-for-sale debt securities, which is associated with private label MBS and a residential pass-through MBS
issued by the PRHFA, was $0.4 million as of June 30, 2023, compared to $0.5 million as of December 31, 2022.
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Nonaccrual Loans and Non-performing Assets

Total non-performing assets consist of nonaccrual loans (generally loans held for investment or loans held for sale in which
redbgnition of interest income was discontinued when the loan became 90 days past due or earlier if the full and timely collection
ofterest or principal is uncertain), foreclosed real estate and other repossessed properties, and non-performing investment
aeguntibenifa loan is placed in nonaccrual status, any interest previously recognized and not collected is reversed and charged
gerast income. Cash payments received are recognized when collected in accordance with the contractual terms of the loans.
Phiecipal portion of the paymentis used to reduce the principal balance of the loan, whereas the interest portion is recognized on
aash basis (when collected). However, when management believes that the ultimate collectability of principal is in doubt, the interes
portion is applied to the outstanding principal. The risk exposure of this portfolio is diversified as to individual borrowers and
industries, among other factors. In addition, a large portion is secured with real estate collateral.

Nonaccrual Loans Policy

Residential Real Estate Loans- The Corporation generally classifies real estate loans in nonaccrual status when it has not received
interest and principal for a period of 90 days or more.

Commercial and Construction Loans- The Corporation classifies commercial loans (including commercial real estate and
construction loans) in nonaccrual status when it has not received interest and principal for a period of 90 days or more or when it
doeexpect to collect all of the principal or interest due to deterioration in the financial condition of the borrower.

Finance Leases— The Corporation classifies finance leases in nonaccrual status when it has not received interest and principal fo
a period of 90 days or more.

Consumer Loans— The Corporation classifies consumer loans in nonaccrual status when it has not received interest and
for a period of 90 dayrsogwahore. Credit card loans continue to accrue finance charges and fees until charged-off at 180 days
delinquent.

Purchased Credit Deteriorated Loans (“PCD"}— For PCD loans, the nonaccrual status is determined in the same manner as for
other loans, except for PCD loans that prior to the adoption of CECL were classified as purchased credit impaired (“PCI") loans anc
accounted for under ASC Subtopic 310-30, “Receivables — Loans and Debt Securities Acquired with Deteriorated Credit Quality”
(“ASC Subtopic 310-30"). As allowed by CECL, the Corporation elected to maintain pools of loans accounted for under ASC
Subtopic 310-30 as “units of accounts,” conceptually treating each pool as a single asset. Regarding interest income recognition,
fiespective transition approach for PCD loans was applied at a pool level, which froze the effective interest rate of the pools as o
January 1, 2020. According to regulatory guidance, the determination of nonaccrual or accrual status for PCD loans with respect
tohich the Corporation has made a policy election to maintain previously existing pools upon adoption of CECL should be made at th
pool level, not the individual asset level. In addition, the guidance provides that the Corporation can continue accruing interest and
rgport the PCD loans as being in nonaccrual status if the following criteria are met: (i) the Corporation can reasonably estimate
timing and amounts of cash flows expected to be collected; and (ii) the Corporation did not acquire the asset primarily for the
ofwandership of the underlying collateral, such as the use in operations or improving the collateral for resale. Thus, the
Canfincaiio exclude these pools of PCD loans from nonaccrual loan statistics.

Other Real Estate Owned

OREO acquired in settlement of loans is carried at fair value less estimated costs to sell the real estate acquired. Appraisals
obtai@ed periodically, generally on an annual basis.

Other Repossessed Property

The other repossessed property category generally includes repossessed boats and autos acquired in settlement of
Relpassessed boats and autos are recorded at the lower of cost or estimated fair value.

Other Non-Performing Assets

This category consists of a residential pass-through MBS issued by the PRHFA placed in non-performing status in the
quaeeord 2021 based on the delinquency status of the underlying second mortgage loans.
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Loans Past-Due 90 Days and Still Accruing

These are accruing loans that are contractually delinquent 90 days or more. These past-due loans are either current as to interest
delbnguent as to the payment of principal (i.e., well secured and in proc ess of collection) or are insured or guaranteed under
BpfficAb¥e or other government-guaranteed programs for residential mortgage loans. Furthermore, as required by instructions
regulatory reports, loans past due 90 days and still accruing include loans previously pooled into GNMA securities for which the
Corporation has the option but not the obligation to repurchase loans that meet GNMA's specified delinquency criteria (e.g.,
borrowers fail to make any payment for three consecutive months). For accounting purposes, these GNMA loans subject to
tepurchase option are required to be reflected in the financial statements with an offsetting liability. In addition, loans past due 90
dagsstill accruing include PCD loans, as mentioned above, and credit cards that continue accruing interest until charged-off at
#89s.

The following table presents non-performing assets as of the indicated dates:

(Dollars in thousands)

Nonaccrual loans held for investment:

Residential mortgage $ 33,252 $ 42,772
Construction 1,677 2,208
Commercial mortgage 21,536 22,319
Commercial and Industrial 9,194 7,830
Consumer and finance leases 16,362 14,806
Total nonaccrual loans held for investment 82.021 89,935
OREO 31,571 31,641
Other repossessed property 5,404 5,380
Other asseté) 2,111 2,202
Total non-performing assets $ 121,107 $ 129,158
Past due loans 90 days and still accruiffy® © $ 63,211 $ 80,517,
Non-performing assets to total assets 0.63% 0.69 %
Nonaccrual loans held for investment to total loans held for investment 0.70% 0.78%
ACL for loans and finance leases $ 267,058 $ 260,464
ACL for loans and finance leases to total nonaccrual loans held for investment 325.60% 289.61%
ACL for loans and finance leases to total nonaccrual loans held for investment, excluding residential real estate loans 547.60% 552.26 %

(1) Residential pass-through MBS issued by the PRHFA held as part of the available-for-sale debt securities portfolio.

(2)Includes PCD loans previously accounted for under ASC Subtopic 310-30 for which the Corporation made the accounting policy election of maintaining pools of loans as “units of
account” both at the time of adoption of CECL on January 1, 2020 and on an ongoing basis for credit loss measurement. These loans will continue to be excluded from nonaccrual loan
statistics as long as the Corporation can reasonably estimate the timing and amount of cash flows expected to be collected on the loan pools. The portion of such loans contractually past
BQelays or more amounted to $9.5 million and $12.0 million as of ~ June 30, 2023 and December 31, 2022, respectively.

(3) Includes FHA/VA government-guaranteed residential mortgage as loans past-due 90 days and still accruing as opposed to nonaccrual loans. The Corporation continues accruing interest o
these loans until they have passed the 15 months delinquency mark, taking into consideration the FHA interest curtailment process. These balances include $19.9 million and $28.2 million
of FHA government guaranteed residential mortgage loans that were over 15 months delinquent as of June 30, 2023 and December 31, 2022, respectively.

(4) Includes rebooked loans, which were previously pooled into GNMA securities, amounting to $6.5 million and $10.3 million as  of June 30, 2023 and December 31, 2022, respectively.
Under the GNMA program, the Corporation has the option but not  the obligation to repurchase loans that meet GNMA’s  specified delinquency criteria. For accounting purposes, the loans
subject to the repurchase option are required to be reflected on the financial statements with an offsetting liability.
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Total nonaccrual loans were $82.0 million as of June 30, 2023. This represents a net decrease of $7.9 million from $89.9 million
of @cember 31, 2022. The net decrease was primarily related to a $9.5 million reduction in nonaccrual residential mortgage
[wetig)ly offset by increases of $1.5 million and $0.1 million in nonaccrual consumer loans and nonaccrual commercial and
construction loans, respectively.

The following table shows non-performing assets by geographic segment as of the indicated dates:

— June30,2023 @ ___ December 31,2022
(In thousands)

Puerto Rico:
Nonaccrual loans held for investment:
Residential mortgage $ 20,047 % 28,857
Construction 703 831
Commercial mortgage 13,337 14,341
Commercial and Industrial 5,808 5,859
Consumer and finance leases 15.874 14,142
Total nonaccrual loans held for investment 55.769 64.030
OREO 27,107 28,135
Other repossessed property 5,226 5,275
Other assets 2111 2,202
Total non-performing assets $ 90,213 $ 99,642
Past due loans 90 days and still accruing $ 60,964 $ 76,417
Virgin Islands:
Nonaccrual loans held for investment:
Residential mortgage $ 5,767 $ 6,614
Construction 974 1,377
Commercial mortgage 8,199 7,978
Commercial and Industrial 1,119 1,179
Consumer 379 469
Total nonaccrual loans held for investment 16,438 17.617
OREO 4,464 3,475
Other repossessed property 168 76
Total non-performing assets $ 21,070 $ 21,168
Past due loans 90 days and still accruing $ 2,108 $ 4,100
United States:
Nonaccrual loans held for investment:
Residential mortgage $ 7,438 $ 7,301
Commercial and Industrial 2,267 792
Consumer 109 195
Total nonaccrual loans held for investment 9,814 8.288
OREO - 31
Other repossessed property 10 29
Total non-performing assets $ 9.824 $ 8,348
Past due loans 90 days and still accruing $ 139 $ =
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Nonaccrual commercial and industrial loans increased by $1.4 million to $9.2 million as of June 30, 2023, from $7.8 million as of
December 31, 2022.

Nonaccrual commercial mortgage loans decreased by $0.8 million to $21.5 million as of June 30, 2023, from $22.3 million as of
December 31, 2022.

Nonaccrual construction loans decreased by $0.5 million to $1.7 million as of June 30, 2023, from $2.2 million as of December 31
2022.

The following tables present the activity of commercial and construction nonaccrual loans held for investment for the indicated
periods:

Commercial Commercial &
Construction Mortgage Industrial Total
(In
taupaidShded June 30, 2023
Beginning balance $ 1,794 $ 21,598 $ 13,404 $ 36,796
Plus:
Additions to nonaccrual - 439 2,691 3,130
Less:
Loans returned to accrual status - - (374) (374)
Nonaccrual loans transferred to - (61) - (61)
Q6&ecrual loans charge-offs - (88) (6,350) (6,438)
Loan collections (117) (352) 177) (646)
Ending balance $ 1677 $ 21,536 $ 9,194 $ 32,407
Commercial Commercial &
Construction Mortgage Industrial Total
(In
BIRUSRSIHR Period Ended June 30,
8&&hning balance $ 2,208 $ 22,319 $ 7,830 $ 32,357
Plus:
Additions to nonaccrual 127 983 10,161 11,271
Less:
Loans returned to accrual status - (361) (526) (887)
Nonaccrual loans transferred to (332) (223) (183) (738)
N&%fecrual loans charge-offs - (106) (6,468) (6,574)
Loan collections (326) (1,082) (1,620) (3,028)
Reclassification - 6 - 6
Ending balance $ 1,677 $ 21536 $ 9,194 $ 32,407
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(In

Hasp@IdShded June 30, 2022

Beginning balance

Plus:
Additions to nonaccrual

Less:
Loans returned to accrual status
Nonaccrual loans transferred to
N&&Lcrual loans charge-offs
Loan collections

Ending balance

(In

BURRIHIN Period Ended June 30,

B@dhning balance

Plus:
Additions to nonaccrual

Less:
Loans returned to accrual status
Nonaccrual loans transferred to
Q6&fecrual loans charge-offs
Loan collections
Reclassification

Ending balance

Commercial

Commercial &

Construction Mortgage Industrial Total
2543 % 26,576 $ 18,129 $ 47,248
18 53 579 650
(48) (157) (255) (460)
(67) (88) (273) (428)
(16) ) (37) (55)
(55) (1,629) (1,064) (2,748)
2,375 $ 24,753 $ 17,079 $ 44,207
Commercial Commercial &
Construction Mortgage Industrial Total
2,664 $ 25337 $ 17,135 $ 45,136
18 2,934 2,158 5,110
(48) (358) (464) (870)
(80) (549) (273) (902)
(56) (39) (327) (422)
(123) (2,170) (1,552) (3,845)
- (402) 402 -
2,375 $ 24,753 $ 17,079 $ 44,207
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Nonaccrual residential mortgage loans decreased by $9.5 million to $33.3 million as of June 30, 2023, compared to $42.8 million
of 8ecember 31, 2022. The decrease was primarily related to $ 6.6 million of loans restored to accrual status, $4.3 million of
toamsferred to OREO, and $3.1 million in collections, partially offset by inflows of $5.1 million.

The following table presents the activity of residential nonaccrual loans held for investment for the indicated periods:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
In
éaegmd@ balance $ 36,410 $ 48,818 $ 42772 $ 55,127
Plus:
Additions to nonaccrual 3,009 4,403 5,090 9,731
Less:
Loans returned to accrual status (2,714) (5,332) (6,651) (8,781)
Nonaccrual loans transferred to OREO (1,549) (1,185) (4,259) (2,122)
Nonaccrual loans charge-offs (401) (515) (621) (950)
Loan collections (1,503) (1,601) (3,073) (8,417)
Reclassification = - (6) -
Ending balance $ 33,252 $ 44588 $ 33,252 $ 44,588

The amount of nonaccrual consumer loans, including finance leases, increased by $1.5 million to $16.3 million as of June 30,
cog28ed to $14.8 million as of December 31, 2022. The increase was mainly reflected in the auto loans and finance leases portfolio

As of June 30, 2023, approximately $18.5 million of the loans placed in nonaccrual status, mainly commercial loans, and residentia
loans, were current, or had delinquencies of less than 90 days in their interest payments. Collections on these loans are being
wecardash basis through earnings, or on a cost-recovery basis, as conditions warrant.

During the six-month period ended June 30, 2023, interest income of approximately $0.2 million related to nonaccrual loans with ¢
carrying value of $24.1 million as of June 30, 2023, mainly nonaccrual commercial and construction loans, was applied against
tetated principal balances under the cost-recovery method.

Total loans in early delinquency.€., 30-89 days past due loans, as defined in regulatory reporting instructions) amounted to $118.5
million as of June 30, 2023, an increase of $13.6 million, compared to $104.9 million as of December 31, 2022. The variances b
major portfolio categories are as follows:

e Consumer loans in early delinquency increased by $7.5 million to $78.4 million, mainly in the auto loans portfolio.

e Commercial and construction loans in early delinquency increased by $3.4 million to $9.2 million, mainly due to a $4.5
million commercial mortgage loan in the Puerto Rico region that matured and is in the process of renewal but for which the
Corporation continues to receive interest and principal payments from the borrower.

e Residential mortgage loans in early delinquency increased by $2.7 million to $30.9 million.

In addition, the Corporation provides homeownership preservation assistance to its customers through a loss mitigation
Dapegdary. upon the nature of a borrower’s financial condition, restructurings or loan modifications through this program are
provided, as well as other restructurings of individual C&I, commercial mortgage, construction, and residential mortgage loans.
Ne&e 1 — Basis of Presentation and Significant Accounting Policies, to the unaudited consolidated financial statements herein for
additional information related to the accounting policies of loan modifications granted to borrowers experiencing financial difficulty.
In addition, see Note 3 - Loans Held for Investment, to the unaudited consolidated financial statements herein for additional
information and statistics about the Corporation’s modified loans.
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The OREO portfolio, which is part of non-performing assets, amounted to $31.6 million as of each of June 30, 2023 and Decembe
31, 2022. The following tables show the composition of the OREO portfolio as of June 30, 2023 and December 31, 2022, as well as
the activity of the OREO portfolio by geographic area during the six-month period ended June 30, 2023:

OREO Composition by Region

(In thousands)
Residential
Construction
Commercial

(In thousands)
Residential
Construction
Commercial

OREO Activity by Region

(In thousands)

Beginning Balance

Additions

Sales

Write-downs and other adjustments
Ending Balance

As of June 30, 2023

Puerto Rico Virgin Islands Florida Consolidated
22,026 $ 1595 $ - % 23,621
1,833 59 - 1,892
3,248 2,810 - 6,058
27,107 $ 4464 $ - $ 31,571

As of December 31, 2022

Puerto Rico Virgin Islands Florida Consolidated
23,388 $ 606 $ 31 $ 24,025
1,705 59 - 1,764
3,042 2,810 - 5,852
28,135 $ 3475 $ 31 % 31,641

Six-Month Period Ended June 30, 2023

Puerto Rico Virgin Islands Florida Consolidated
28,135 $ 3,475 $ 31 $ 31,641
9,442 1,295 - 10,737
(9,820) (306) (31) (10,157)
(650) - - (650)
27,107 $ 4,464 $ - $ 31,571
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Net Charge-offs and Total Credit Losses

Net charge-offs totaled $19.3 million for the second quarter of 2023, or 0.67% of average loans on an annualized basis,
tockBr@@mitidn, or an annualized 0.21% of average loans, for the second quarter of 2022. For the six-month period ended June
2023, n&d,charge-offs totaled $32.5 million, or an annualized 0.56% of average loans, compared to $12.6 million, or an
argBealiabdverage loans, for the same period in 2022.

Consumer loans and finance leases net charge-offs for the second quarter of 2023 were $13.0 million, or an annualized 1.51%
relafed average loans, compared to $6.9 million, or an annualized 0.91% of related average loans, for the second quarter of 2022.
bledrge-offs of consumer loans and finance leases for the six-month period ended June 30, 2023 were $26.0 million, or 1.53% of
related average loans, compared to $13.2 million, or an annualized 0.88% of related average loans, for the same period in 2022.

Commercial and industrial loans net charge-offs for the second quarter of 2023 were $6.2 million, or an annualized 0.87% of
related average loans, compared to net recoveries of $0.5 million, or an annualized 0.07% of related average loans, for the
geeoted of 2022. Commercial and industrial loans net charge-offs for the six-month period ended June 30, 2023 were $6.2 million, ol
0.44% of related average loans, compared to net recoveries of $1.3 million, or an annualized 0.09% of related average loans, for
g@ne period in 2022. The net charge-offs for the second quarter and first six months of 2023 included a $6.2 million charge-off
recorded on a commercial and industrial participated loan in the Florida region in the power generation industry.

Residential mortgage loans net charge-offs for the second quarter of 2023 were $0.5 million, or an annualized 0.06% of
aveslagedioans, compared to $0.8 million, or an annualized 0.11% of related average loans, for the second quarter of 2022.
Residagtialoans net charge-offs for the six-month period ended June 30, 2023 were $0.8 million, or an annualized 0.06% of
eslatade loans, compared to $1.9 million, or an annualized 0.13% of related average loans, for the same period of 2022.

AP oxifiatedy charge-offs for the second quarter of 2023 and $0.5 million for the first six months of 2023 resulted from valuations of
collateral dependent residential mortgage loans, compared to $0.5 million and $0.9 million for the comparable periods in 2022.
Charge-offs on residential mortgage loans also included $0.3 million and $0.8 million related to foreclosures recorded in the
geeoted and first six months of 2023, respectively, compared to $0.5 million and $1.8 million, recorded for the comparable periods ir
2022, respectively.

Commercial mortgage loans net charge-offs for the second quarter of 2023 were $32 thousand, or an annualized 0.01% of
avelatedioans, compared to net recoveries of $1.2 million, or an annualized 0.22% of related average loans, for the second quartel
2022. Commercial mortgage loans net recoveries for the six-month period ended June 30, 2023 were $0.1 million, or an
aroifalivédelated average loans, compared to $1.2 million, or an annualized 0.11% or related average loans, for the same period
7022.

Construction loans net recoveries for the second quarter of 2023 were $0.4 million, or an annualized 0.99% of related average
loans, compared to $27 thousand, or an annualized 0.09% of related average loans, for the same period in 2022. Construction loans
rextoveries for the six-month period ended June 30, 2023 were $0.4 million, or an annualized 0.59% of related average loans,
compared to $35 thousand, or an annualized 0.06% of related average loans, for the same period in 2022.
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The following table presents annualized net charge-offs (recoveries) to average loans held-in-portfolio for the indicated periods:

Quarter Ended June 30, Six-Month Period Ended June 30,
2023 2022 2023 2022
Residential mortgage 0.06 % 0.11% 0.06 % 0.13%
Construction (0.99%% (0.09%%6 (0.590% (0.06Y%6
Commercial mortgage 0.01% (0.220% (0.010% (0.110%
Commercial and industrial 0.87% (0.07% 0.44% (0.09%%
Consumer and finance leases 1.51% 0.91% 1.53% 0.88%
Total loans 0.67% 0.21% 0.56 % 0.23%

The following table presents annualized net charge-offs (recoveries) to average loans held in various portfolios by geographic
segment for the indicated periods:

2023 2022 2023 2022
PUERTO RICO:
Residential mortgage 0.08% 0.13% 0.09% 0.16%
Construction (3.04%% (0.14%% (1.86%% (0.03p%
Commercial mortgage 0.02% (0.16%% 0.01% (0.08%%
Commercial and industrial 0.01% (0.12p% 0.01% (0.14%%
Consumer and finance leases 1.51% 0.93% 1.47% 0.88%
Total loans 0.56 % 0.30% 0.57% 0.29%
VIRGIN ISLANDS:
Residential mortgage (0.029% 0.16% (0.05p% 0.13%
Construction 3.93% -% 1.93% -%
Commercial mortgage (0.23%% (0.22%% (0.22%% (0.22%%
Commercial and industrial -% -% (0.01p% (0.01p0
Consumer and finance leases 2.02% 0.59% 2.10% 1.18%
Total loans 0.34% 0.12% 0.31% 0.19%
FLORIDA:
Residential mortgage (0.04%% (0.05% (0.020% (0.03%
Construction (0.06%6 (0.06%6 (0.050% (0.08%
Commercial mortgage - % (0.40%% (0.04%% (0.21%
Commercial and industrial 2.67% -% 1.31% -%
Consumer and finance leases (1.16%% (2.32% (0.45% (0.43%
Total loans 1.23% (0.13% 0.60% (0.06Y6

The above ratios are based on annualized charge -offs and are not necessarily indicative of the results expected for the entire yea
in subsequent periods.

Total net charge -offs plus gains on OREOQ operations for the first half of 2023 amounted to $28.6 million, or a loss rate of 0.25% o

an annualized basis of average loans and repossessed assets, compared to losses of $10.3 million, or a loss rate of 0.19% on
aanualized basis, for the first half of 2022.
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The following table presents information about the OREO inventory and credit losses for the indicated periods:

(Dollars in
HREENdS)
OREO balances, carrying
VRS dential
Construction
Commercial
Total

OREO activity (number of properties):
Beginning property inventory
Properties acquired
Properties disposed

Ending property inventory

Average holding period (in
dR¥S)dential
Construction
Commercial
Total average holding period (in
days)
OREO operations gain (loss):
Market adjustments and gains (losses) on
R8idential
Construction
Commercial
Total net gain
Other OREO operations
©fiet'&xin on OREO
operations
(CHARGE-OFFS) RECOVERIES
Residential charge-offs, net
Construction recoveries, net
Commercial (charge-offs) recoveries, net

Consumer and finance leases charge-offs, net

Total charge-offs, net
TOTAL CREDIT LOSSES (1)

(GAIN) LOSS RATIO PER o)
CATRGRRXtial

Construction

Commercial

Consumer
TOTAL CREDIT LOSS ®

Rﬂf&l to net gain on OREO operations plus charge-offs, net.

Quarter ended June 30,

Six-Month Period Ended June 30,

2023 2022 2023 2022
23,621 31,780  $ 23,621 31,780
1,892 2,657 1,892 2,657
6,058 7,269 6,058 7,269
31,571 41,706 $ 31,571 41,706
344 442 344 418
44 41 103 109
(68) (52) (127) (96)
320 431 320 431
524 658 524 658
2,178 2,162 2,178 2,162
2,580 2,041 2,580 2,041
1,018 995 1,018 995
2,553 1,988 $ 5,043 2,980
7 11 47 114
- (62) (67) (79)
2,560 1,937 5,023 3,015
(576) (452) (1,043) (810)
1,984 1485  $ 3,980 2,205
(389) (792) % (875) (1,938)
371 27 434 35
(6,250) 1,737 (6,128) 2,489
(13.011) (6.932) (25.979) (13.140)
(19,279) (5,960) (32,548) (12,554)
(17,295) (4,475) % (28,568) (10,349)
(0.31p6 (0.16%% (0.1506 (0.07%
(1.006 0.12% (0.32% (0.24%
0.48% (0.13% 0.12% (0.09%6
1.51% 0.91% 0.76% 0.88%
0.60% 0.16% 0.25% 0.19%

(2) Calculated as net charge-offs plus market adjustment and gains (losses) on sale of OREO divided by average loans and repossessed assets.

(3) Calculated as net charge-offs plus net gain on OREO operations divided by average loans and repossessed assets.
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Operational Risk

The Corporation faces ongoing and emerging risk and regulatory pressure related to the activities that surround the delivery of
banking and financial products. Coupled with external influences, such as market conditions, security risks, and legal risks, the
potential for operational and reputational loss has increased. To mitigate and control operational risk, the Corporation has
dadatopédues to enhance, specific internal controls, policies and procedures that are designed to identify and manage operational
tiskappropriate levels throughout the organization. The purpose of these mechanisms is to provide reasonable assurance that
erporation’s business operations are functioning within the policies and limits established by management.

The Corporation classifies operational risk into two major categories: business-specific and corporate-wide affecting all business
lines. For business specific risks, a risk assessment group works with the various business units to ensure consistency in policies,
processes and assessments. With respect to corporate-wide risks, such as information security, business recovery, and legal
aonhpliance, the Corporation has specialized groups, such as the Legal Department, Information Security, Corporate Compliance,
embrations. These groups assist the lines of business in the development and implementation of risk management practices specific
the needs of the business groups.

Legal and Compliance Risk

Legal and compliance risk includes the risk of noncompliance with applicable legal and regulatory requirements, the risk of advers:
legal judgments against the Corporation, and the risk that a counterparty’s performance obligations will be unenforceable. The
Corporation is subject to extensive regulation in the different jurisdictions in which it conducts its business, and this regulatory
scrutiny has been significantly increasing over the years. The Corporation has established, and continues to enhance, procedures
Hratdesigned to ensure compliance with all applicable statutory, regulatory and any other legal requirements. The Corporation has
€ompliance Director who reports to the Chief Risk Officer and is responsible for the oversight of regulatory compliance and
implementation of an enterprise-wide compliance risk assessment process. The Compliance division has officer roles in each
negoress area with direct reporting responsibilities to the Corporate Compliance Group.

Concentration Risk
The Corporation conducts its operations in a geographically concentrated area, as its main market is Puerto Rico. Of the total

loggrgrstfolio held for investment of $11.7 billion as of June 30, 2023, the Corporation had credit risk of approximately 79% in the
Puerto Rico region, 17% in the United States region, and 4% in the Virgin Islands region.
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Update on the Puerto Rico Fiscal and Economic Situation

A significant portion of the Corporation’s business activities and credit exposure is concentrated in the Commonwealth of Puerto
Rico, which has experienced economic and fiscal distress over the last decade. Since declaring bankruptcy and benefitting from
#grectment of the federal Puerto Rico Oversight, Management and Economic Stability Act (‘PROMESA”) in 2016, the Government of
Puerto Rico has made progress on fiscal matters primarily by restructuring a large portion of its outstanding public debt and
identifying funding sources for its unfunded pension system.

Economic Indicators

On June 15, 2023, the Puerto Rico Planning Board (“PRPB”) presented the updated Economic Report to the Governor, which
provides an analysis of Puerto Rico’s economy during fiscal year 2022 and a short-term forecast for fiscal years 2023 and 2024.
According to the PRPB, Puerto Rico’s real gross national product (“GNP”) expanded by 3.7% in fiscal year 2022, which was the
highest annual real GNP growth registered in Puerto Rico since fiscal year 1999. The growth was primarily driven by a sharp
ingreesanal consumption expenditures reflecting an increase of approximately 8.5% when compared to fiscal year 2021, increase in
Bgports of 4.8%, and growth in fixed capital investments of 12.6%.

There are other indicators that gauge economic activity and are published with greater frequency, for example, the
Devaiopamint Bank for Puerto Rico’s Economic Activity Index (“EDB-EAI”). Although not a direct measure of Puerto Rico’s real
GNP, the EDB-EAI is correlated to Puerto Rico’s real GNP. For May 2023, preliminary estimates showed that the EDB-EAI
increased 0.8% on a month-over-month basis and 1.8% higher than May 2022. Over the 12-month period ended May 31, 2023,
#BB-EAI averaged 124.8, approximately 0.2% above the comparable figure a year earlier.

Labor market trends remain positive. Data published by the Bureau of Labor Statistics show June 2023 payroll employment in
Puerto Rico increased by 2.4% when compared to June 2022, supported by a year-over-year increase of 8L@%uie and
Hospitality payroll employment and a 12.0% year-over-year increas€oimstructionrelated payroll employmentThe unemployment
rate stood at 6.1% as of June 2023.

Fiscal Plan

On April 3, 2023, the PROMESA oversight board certified the 2023 Fiscal Plan for Puerto Rico (the “2023 Fiscal Plan”). Unlike
previous versions of the fiscal plan, the PROMESA oversight board segregated the 2023 Fiscal Plan into three different volumes.
#e first fiscal plan certified in a post-bankruptcy environment, Volume 1 presents a Transformation Plan that highlights priority
wessnent fiscal responsibility, accelerate economic growth in a sustainable manner, and restore market access to Puerto Rico.
Yqcovieles additional details on economic trends and financial projections, and Volume 3 maps out the supplementary
oepdmentgtime the government’s implementation of the requirements of the 2023 Fiscal Plan, as well as additional initiatives
frdon fiscal plans which remain mandatory and are still pending to be implemented.

The 2023 Fiscal Plan prioritizes resource allocation across three major pillars: (i) entrenching a legacy of strong financial
management through the implementation of a comprehensive financial management agenda, (ii) instilling a culture of public -
pectormance and excellence to properly delivery quality public services, and (iii) investing for economic growth to ensure sufficient
revenues are generated to support the delivery of services. According to the Transformation Plan, the fiscal and economic
tfrRatgum&Rico cannot be accomplished without the implementation of structural economic reforms that promote sustainable
devnlwpinent. These reforms include power/energy sector reform to improve availability, reliability and affordability of energy,
education reform to expand opportunity and prepare the workforce to compete for jobs of the future, and an infrastructure reform
aimed at improving the efficiency of the economy and facilitating investment. The 2023 Fiscal Plan projects that these reforms, if
implemented successfully, will contribute 0.75% in GNP growth by fiscal year 2026. Additionally, the 2023 Fiscal Plan provides a
roadmap for a tax reform directed towards establishing a tax regime that is more competitive for investors and more equitable for
individuals.

The 2023 Fiscal Plan notes that Puerto Rico has had a strong recovery in the aftermath of the COVID-19 pandemic crisis with
labor participation trending positively and unemployment at historically low levels. However, it recognizes that such recovery has
been primarily fueled by the unprecedented influx of federal funds which have an outsized and temporary impact that may mask
underlying structural weaknesses in the economy. As such, the 2023 Fiscal Plan projects a 0.7% decline in real GNP for the
fiscantear 2023, followed by a period of near-zero real growth in fiscal years 2024 through 2026. Also, the fiscal plan projects that
Puerto Rico’s population will continue the long-term trend of steady decline. Notwithstanding, the Transformation Plan depicts that, if
managed properly, these non-recurring federal funds can be leveraged into sustainable longer-term growth and opportunity.
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The 2023 Fiscal Plan projects that approximately $81 billion in total disaster relief funding, from federal and private sources, will
be disbursed as part of the reconstruction efforts over a span of 18 years (fiscal years 2018 through 2035). These funds will
betnefiuals, the public (e.g., reconstruction of major infrastructure, roads, and schools), and will cover part of Puerto Rico’s share of
the cost of disaster relief funding. Also, the 2023 Fiscal Plan projects accelerated deployment of the remaining COVID-19 relief funds
in fiscal year 2023 through 2025, with approximately $9.3 billion expected to be disbursed, compared to $4.5 billion projected in the
previous fiscal plan. Additionally, the 2023 Fiscal Plan continues to account for $2.3 billion in federal funds to Puerto Rico from the
Bipartisan Infrastructure Law directed towards improving Puerto Rico’s infrastructure over fiscal years 2022 through 2026.

Debt Restructuring

Over 80% of Puerto Rico’s outstanding debt has been restructured to date. On March 15, 2022, the Plan of Adjustment of the
central government’'s debt became effective through the exchange of more than $33 billion of existing bonds and other claims
uproximately $7 billion of new bonds, saving Puerto Rico more than $50 billion in debt payments to creditors. Also, the
restructurings of the Puerto Rico Sales Tax Financing Corporation (“COFINA”), the Highways and Transportation Authority
(“HTA"), and the Puerto Rico Aqueducts and Sewers Authority (“PRASA”") are expected to yield savings of approximately $17.5
billion, $3.0 billion, and $400 million, respectively, in future debt service payments. The main restructurings pending include that of
the Puerto Rico Electric Power Authority (“PREPA”) and the Puerto Rico Industrial Company (“PRIDCQO”).

On June 23, 2023, the Fiscal Oversight and Management Board for Puerto Rico certified a new fiscal plan for PREPA which
theludest recent projections of energy consumption in Puerto Rico and consequently reflected a significant reduction in the
reo@uied for PREPA over the next years. As such, PREPA concluded that its ability to repay its outstanding debt was
rgnifieantlyhat was previously stated. On June 26, 2023, Judge Laura Taylor Swain resolved that PREPA’s bondholders have
ansecured claim of $2.4 billion against PREPA and not the approximately $9.0 billion that bondholders were claiming. This decision
could result in a 75% haircut on PREPA’s outstanding debt and may reduce the ability of bondholders to impose higher
edeetriotyonsumers to pay for debt service.

Other Developments

Notable progress continues to be made as part of the ongoing efforts of prioritizing the restoration, improvement, and
modernization of Puerto Rico’s infrastructure, particularly in the aftermath of Hurricane Maria in 2017. During the first five months of
2023, over $1.8 billion in disaster relief funds have been disbursed through FEMA Public Assistance program and the Department
bfousing and Urban Development’'s “Community Development Block Grant” program, a 117% increase when compared to the same
period in 2022, and the Fiscal Oversight and Management Board for Puerto Rico is currently projecting over $5 billion in total
disbursements to take place during 2023. These funds will continue to play a key role in supporting Puerto Rico’s economic stabilit
and are expected to have a positive impact on the Island’s infrastructure.

On June 21, 2023, Fitch Ratings issued a credit rating research note highlighting the government's commitment to improving
coritgwing disclosure practices and the release of the 2021 audited financial statements. The government has made great strides
ré@tent years with regards to its financial transparency and its on target to release its audited financial statements on time and in
livith regulatory expectations.
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Exposure to Puerto Rico Government

As of June 30, 2023, the Corporation had $344.3 million of direct exposure to the Puerto Rico government, its municipalities and
public corporations, compared to $338.9 million as of December 31, 2022. As of June 30, 2023, approximately $186.2 million of the
exposure consisted of loans and obligations of municipalities in Puerto Rico that are supported by assigned property tax revenues
fordvhich, in most cases, the good faith, credit and unlimited taxing power of the applicable municipality have been pledged to their
repayment, and $113.2 million of loans and obligations which are supported by one or more specific sources of municipal
reyaroxé@sately 72% of the Corporation’s exposure to Puerto Rico municipalities consisted primarily of senior priority loans and
obligations concentrated in four of the largest municipalities in Puerto Rico. The municipalities are required by law to levy special
property taxes in such amounts as are required for the payment of all of their respective general obligation bonds and
Rattisermore, municipalities are also likely to be affected by the negative economic and other effects resulting from expense,
wuelemanagement measures taken to address the Puerto Rico government’s fiscal problems and measures included in fiscal
pthes gbvernment entities. In addition to municipalities, the total direct exposure also included $9.5 million in loans to an affiliate of
PREPA, $32.1 million in loans to agencies or public corporations of the Puerto Rico government, and obligations of the Puerto Ricc
government, specifically a residential pass-through MBS issued by the PRHFA, at an amortized cost of $3.3 million as part of its
available-for-sale debt securities portfolio (fair value of $2.1 million as of June 30, 2023).

The following table details the Corporation’s total direct exposure to Puerto Rico government obligations according to their
maturities:

As of June 30, 2023

Investment
Portfolio
(Amortized Total
cost) Loans Exposure
(In thousands)
Puerto Rico Housing Finance Authority:

After 10 years $ 3,254 $ - $ 3,254
Total Puerto Rico Housing Finance Authority 3,254 - 3,254
Agencies and public corporation of the Puerto Rico government:

After 1 to 5 years - 6,160 6,160

After 5 to 10 years - 25,979 25,979
Total agencies and public corporation of the Puerto Rico government - 32,139 32,139

Affiliate of the Puerto Rico Electric Power Authority:

Due within one year - 9,519 9,519
Total Puerto Rico government affiliate - 9,519 9,519
Total Puerto Rico public corporations and government affiliate - 41,658 41,658
Municipalities:

Due within one year 1,205 10,600 11,805

After 1 to 5 years 42,736 55,909 98,645

After 5 to 10 years 56,160 66,717 122,877

After 10 years 66,023 - 66,023
Total Municipalities 166,124 133,226 299,350
Total Direct Government Exposure $ 169,378 $ 174,884 $ 344,262
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In addition, as of June 30, 2023, the Corporation had $81.1 million in exposure to residential mortgage loans that are guaranteed
théyRHFA, a governmental instrumentality that has been designated as a covered entity under PROMESA (December 31, 2022
$84.7 million). Residential mortgage loans guaranteed by the PRHFA are secured by the underlying properties and the
gearanteesver shortfalls in collateral in the event of a borrower default. The Puerto Rico government guarantees up to $75 million
tife principal for all loans under the mortgage loan insurance program. According to the most recently released audited
fitetanieints of the PRHFA, as of June 30, 2021, the PRHFA’'s mortgage loans insurance program covered loans in an aggregate
afrapproximately $473 million. The regulations adopted by the PRHFA require the establishment of adequate reserves to guarantee
fodvency of the mortgage loans insurance program. As of June 30, 2021, the most recent date as of which information is available,
fPRRHFA had a liability of approximately $5 million as an estimate of the losses inherent in the portfolio.

As of June 30, 2023, the Corporation had $2.9 billion of public sector deposits in Puerto Rico, compared to $2.3 billion as of
December 31, 2022. Approximately 21% of the public sector deposits as of June 30, 2023 were from municipalities and municipal
agencies in Puerto Rico and 79% were from public corporations, the Puerto Rico central government and agencies, and U.S.
fplenaiment agencies in Puerto Rico.

Exposure to USVI Government
The Corporation has operations in the USVI and has credit exposure to USVI government entities.

For many years, the USVI has been experiencing several fiscal and economic challenges that have deteriorated the overall
anfinanormmic conditions in the area. However, on May 22, 2023, the United States Bureau of Economic Analysis (the “BEA”)
released its estimates of real gross domestic product (“GDP”) for 2021. According to the BEA, the USVI's real GDP increased 2.8%
in 2021 after decreasing 1.9% in 2020. The increase in real GDP reflected increases in exports and personal
egpsudifiies. These increases were partly offset by decreases in private inventory investment, private fixed investment,
gbdernment spending. Imports, a subtraction item in the calculation of GDP, also decreased.

Over the past two years, the USVI has been recovering from the adverse impact caused by COVID-19 and has continued to
progadss on its rebuilding efforts related to Hurricanes Irma and Maria, which occurred in 2017. According to data published by the
government, over $4.7 billion in disaster recovery funds were disbursed as of 2023 and $3.4 billion were remaining obligated funds
waiting to be disbursed. On the fiscal front, revenues have trended positively and the USVI government successfully completed
thetructuring of the government employee retirement system. Moreover, labor market trends are stable with payroll employment fo
the month of June 2023, up 3.2% when compared to June 2022.

Finally, PROMESA does not apply to the USVI and, 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 governmer
deteriorates again, the U.S. Congress or the government of the USVI may enact legislation allowing for the restructuring of
fimancial obligations of the USVI government entities or imposing a stay on creditor remedies, including by making PROMESA
applicable to the USVI.

As of June 30, 2023, the Corporation had $78.9 million in loans to USVI public corporations, compared to $38.0 million as of

December 31, 2022. The increase in loans to USVI public corporations was driven the aforementioned $47.0 million line of credit
utilization. As of June 30, 2023, all loans were currently performing and up to date on principal and interest payments.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKETRISK

For information regarding market risk to which the Corporation is exposed, see the information contained in Part |, ltem 2.
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Risk Management” in this Quarterly
Report on Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

First BanCorp.’s management, including its Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of
First BanCorp.’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of
3002023 the end of the period covered by this Quarterly Report on Form 10-Q. Based on this evaluation, the Chief Executive Office
and Chief Financial Officer concluded that the Corporation’s disclosure controls and procedures were effective as of June 30,
a6d3Provide reasonable assurance that the information required to be disclosed by the Corporation in reports that the Corporation
flesubmits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in SEC
ardsforms and is accumulated and reported to the Corporation’s management, including the Chief Executive Office and Chief
Financial Officer, as appropriate, to allow timely decisions regarding required disclosures.

Internal Control over Financial Reporting

There were no changes to the Corporation’s internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during our most recent quarter ended June 30, 2023 that have materially affected, or are reasonably likely
toaterially affect, the Corporation’s internal control over financial reporting.
ITEM 5. OTHER INFORMATION

No director or officer (as defined in Rule 16a-1(f) of the Exchange Act) of the Corporatitopted modified, orterminatedany

Rule 10b5-1 trading arrangement or amyn-Rule10b5-1trading arrangement (as such terms are defined in Item 408 of Regulation S-
K under the Exchange Act) during the quarter ended June 30, 2023.
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PART Il - OTHER INFORMATION

In accordance with the instructions to Part Il of Form 10-Q, the other specified items in this part have been omitted because they
appligable, or the information has been previously reported.

ITEM 1. LEGAL PROCEEDINGS

For a discussion of legal proceedings, see Note 22 — Regulatory Matters, Commitments and Contingencies, to the unaudited
finanol@atadements herein, which is incorporated by reference in this Part Il, Item 1.

ITEM 1A. RISK FACTORS

The Corporation’s business, operating results and/or the market price of our common stock may be significantly affected by a
fadworsbarddtailed discussion of certain risk factors that could affect the Corporation’s future operations, financial condition or results
féoure periods is set forth in Part |, Item 1A., “Risk Factors,” in the 2022 Annual Report on Form 10-K. These risk factors, and others,
caukk actual results to differ materially from historical results or the results contemplated by the forward-looking statements
tlibtedpert.idiso, refer to the discussion in “Forward Looking Statements” and Part |, Item 2. “Management’s Discussion and
Rimalgsiald€ondition and Results of Operations,” in this Quarterly Report on Form 10-Q for additional information that may supplemen
update the discussion of risk factors in the 2022 Annual Report on Form 10-K.

Other than as described below, there have been no material changes from those risk factors previously disclosed in Part I, Item 1A.
Fatiisk,” in the 2022 Annual Report on Form 10-K.

Cyber-attacks, system risks and data protection breaches to our computer systems and networks or those of third-
prpaidgrsavidd adversely affect our ability to conduct business, manage our exposure to risk or expand our business,
disalosomher misuse of confidential or proprietary information, increase our costs to maintain and update our
epeunaifpsykterds and infrastructure, and present significant reputational, legal and regulatory costs

Our business is highly dependent on the security, controls and efficacy of our infrastructure, computer and data
systemagersentll as those of our customers, suppliers, and other third parties. To access our network, products and services,
eniployees, customers, suppliers, and other third parties, including downstream service providers, the financial services industry
#indncial data aggregators, with whom we interact, on whom we rely or who have access to our cust@aessnal or account
information, increasingly use personal mobile devices or computing devices that are outside of our network and control
endirarensolgect to their own cybersecurity risks. Our business relies on effective access management and the secure
polieesising, transmission, storage and retrieval of confidential, proprietary, personal and other information in our computer and
deaagement systems and networks, and in the computer and data management systems and networks of third parties.

Information security risks for financial institutions have significantly increased in recent years, especially given the increasing
sophistication and activities of organized computer criminals, hackers, and terrorists and our expansion of online and digital
suplmBsto better meet our customer’s needs. These threats may derive from fraud or malice on the part of our employees or
frarts providers or may result from human error or accidental technological failure. These threats include cyber-attacks, such
asmputer viruses, malicious or destructive code, phishing attacks, denial of service attacks, or other security breach tactics that
peslét in the unauthorized release, gathering, monitoring, misuse, loss, destruction, or theft of confidential, proprietary, and
otfeemation, including intellectual property, of ours, our employees, our customers, or third parties, damages to systems, or
oth@vasalisruption to our or our customers’ or other third parties’ network access or business operations, both domestically
andrnationally.

While we maintain an Information Security Program that continuously monitors cyber-related risks and ultimately ensures
protection for the processing, transmission, and storage of confidential, proprietary, and other information in our computer
aysteresvorks, as well as a vendor management program to oversee third party and vendor risks, there is no guarantee that we will
hetexposed to or be affected by a cybersecurity incident. For example, as previously disclosed, one of our third-party vendors was
thietim of a security incident in April 2023 involving a set of data that included some information on FirstBank's mortgage loan
business. In response to learning of the incident, we promptly launched our own internal investigation, which confirmed that our owi
systems were not compromised, and any operational and financial impact was minimal. Our vendor has indicated (and we have
Boidence to the contrary) that to date there is no evidence that there has been any actual or attempted misuse of information. As
adtine 30, 2023, the Corporation has not incurred any material expenses related to the incident and does not expect any future impact
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Cyber threats are rapidly changing, and future attacks or breaches could lead to other security breaches of the networks, systems
deoices that our customers use to access our integrated products and services, which, in turn, could result in unauthorized
héedesyrgathering, monitoring, misuse, loss or destruction of confidential, proprietary, and other information (including account date
information) or data security compromises. As cyber threats continue to evolve, we may be required to expend significant additiona
resources to modify or enhance our protective measures, investigate, and remediate any information security vulnerabilities
orcidents and develop our capabilities to respond and recover. The full extent of a particular cyberattack, and the steps that
erporation may need to take to investigate such attack, may not be immediately clear, and it could take considerable additional
foneis to determine the complete scope of information compromised, at which time the impact on the Corporation and measures
tecover and restore to a business-as-usual state may be difficult to assess. These factors may also inhibit our ability to provide full
eglihble information about the cyberattack to our customers, third-party vendors, regulators, and the public.

A successful penetration or circumvention of our system security, or the systems of our customers, suppliers, and other third
cophlttiasise us serious negative consequences, including significant operational, reputational, legal, and regulatory costs and
concerns.

Any of these adverse consequences could adversely impact our results of operations, liquidity, and financial condition. In addition
our insurance policies may not be adequate to compensate us for the potential costs and other losses arising from cyber-
fdtlcks, of information technology systems, or security breaches, and such insurance policies may not be available to us in the
friueeonomically reasonable terms, or at all. Insurers may also deny us coverage as to any future claim. Any of these results
bauha our growth prospects, financial condition, business, and reputation.

The volatility in the financial services industry, including failures or rumored failures of other depository
achiomtg utibexs,bgrgbvernmental agencies to stabilize the financial system, could result in, among other things, bank deposit
ligundffg,constraints, and new capital requirements.

The closure and placement into receivership with the FDIC of certain large U.S. regional banks with assets over $100 billion in
anViral 2023, and adverse developments affecting other banks, resulted in heightened levels of market volatility and consequently
negpatively impacted customer confidence in the safety and soundness of financial institutions. These developments have resulted in
oeygiaimal banks experiencing higher than normal deposit outflows and an elevated level of competition for available deposits in the
migrseyh we have not been materially impacted by these recent bank failures, the resulting speed at which news, including social
metlits, led depositors to withdraw funds from these and other financial institutions, as well as the volatile impact to stock prices,
baukla material effect on operations. The impact of market volatility from the adverse developments in the banking industry, along
wdittinued high inflation and rising interest rates on our business and related financial results, will depend on future developments,
afgidtighly uncertain and difficult to predict.

In the aftermath of these recent bank failures, the banking agencies could propose certain actions that may impact capital ratios
FDd€tdeposit insurance premium. For example, on May 11, 2023, the FDIC issued a proposed rule to recover the losses to the
Depasitce Fund (“DIF”) associated with protecting uninsured depositors as part of the aforementioned financial institution failures.
thedeoposed rule, the FDIC would collect a special assessment at an annual rate of approximately 12.5 basis points over eight
pedddsycommencing with the first quarter of 2024. The assessment base for the special assessment would be equal to an insured
ofegpinsitonys estimated uninsured deposits reported as of December 31, 2022, adjusted to exclude the first $5 billion in estimated
depssitsdNotwithstanding, the special assessment could be subject to change depending on whether there are any shortfalls on
aaliected. If the final rule is issued as proposed, the estimated impact of the special assessment on the Corporation would be an
mumeaser@st expense by approximately $6 million that would need to be accrued once the proposed rule is finalized.
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ITEM 2. UNREGISTEREDSALES OF EQUITY SECURITIESAND USE OF PROCEEDS
The Corporation did not have any unregistered sales of equity securities during the quarter ended June 30, 2023.

Issuer Purchases of Equity Securities

There were no repurchases of common stock during the quarter ended June 30, 2023. As of June 30, 2023, the Corporation
refadning authorization to repurchase $75 million under the $350 million stock repurchase program announced on April 27, 2022.

138



ITEM 6. EXHIBITS

See the Exhibit Index below, which is incorporated by reference herein:

EXHIBIT INDEX

EKI libjt !o.

31.1
31.2
32.1

32.2

101.INS

101.SCH
101.CAL
101.LAB
101.PRE
101.DEF
104

Description

CEOCertification pursuant to Section 302 of the Sarbanes-OxleyAct of 2002

CFO Certification pursuant to Section 302 of the Sarbanes-OxleyAct of 2002

CEO Certification pursuant to 18 U.S.C. Section 1350, asadopted pursuant to Section 906 of the Sarbanes-Oxley Act
2002

CFO Certification pursuant to 18 U.S.C. Section 1350, asadopted pursuant to Section 906 of the Sarbanes-Oxley Act
2002

Inline XBRL Instance Document, filed herewith. Theinstance document does not appear in the interactivedata file because
its XBRL tags are embedded within the inline XBRL document.

Inline XBRL Taxonomy Extension Schema Document, filed herewith

Inline XBRL Taxonomy Extension Calculation Linkbase Document, filed herewith

Inline XBRL Taxonomy Extension Label Linkbase Document, filed herewith

Inline XBRL Taxonomy Extension Presentation Linkbase Document, filed herewith

Inline XBRL Taxonomy Extension Definitions Linkbase Document, filed herewith

The cover page of First BanCorp. Quarterly Report on Form 10-Qfor the quarter ended June 30, 2023, formatted in
Bre (included within the Exhibit 101 attachments)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Corporation has duly caused this report to be signed
bebalitdy the undersigned hereunto duly authorized:

First BanCorp.
Registrant

Date: August 8, 2023 By: [s/ Aurelio Aleméan
Aurelio Aleman
President and Chief Executive Officer

Date: August 8, 2023 By: [s/ Orlando Berges

Orlando Berges
Executive Vice President and Chief Financial Officer
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EXHIBIT31.1

I, Aurelio Aleman, certify that:

| have reviewed this Form 10-Q of First BanCorp.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit tc
material fact

necessary to make the statements made, in light of thecircumstances under which such statements we
not misleading

with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this repo
present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, ¢
periods

presented in this report;
4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclo
controls and

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fin:
reporting (as

defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(@)

Designed such disclosure controls and procedures, or caused such disclosure controls and proc
designed

under our supervision, to ensure that material information relating to the registrant, including
subsidiaries, is made known to us by others within those entities, particularly during the period ir
is being prepared,;

(b)

Designed such internal control overfi?ﬁancial reporting, or caused such internal control over fina






EXHIBIT31.2

I, Orlando Berges, certify that:

| have reviewed this Form 10-Q of First BanCorp.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit tc
material fact

necessary to make the statements made, in light of thecircumstances under which such statements we
not misleading

with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this repo
presentin all

material respects the financial condition, results of operations and cash flows of the registrant as of, ¢
periods

presented in this report;
4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclo
controls and

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fin:
reporting (as

defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
@)

Designed such disclosure controls and procedures, or caused such disclosure controls and proc
designed

under our supervision, to ensure that material information relating to the registrant, including
subsidiaries, is made known to us by others within those entities, particularly during the period ir
is being prepared,;

(b)
Designed such internal control overfifancial reporting, or caused such internal control over fina

designed under our supervision, toprovide reasonable assurance regardingthe reliability of finar






EXHIBIT32.1
CERTIFICATION

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (a) and (b) of Section 1350, Chapter 63 Title 18,

United States Code)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, (
Title 18,

United States Code), the undersigned officer of First BanCorp., a Puerto Rico corporation (the “Company”), d
hereby certify, to

such officer’s knowledge, that:
The Quarterly Report on Form 10-Q for the quarter ended June 30, 2023 (the “Form 10-Q”) of the Com
complies

with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contair
the Form 10-Q

fairly presents, in all material respects, the financial condition and results ofoperations of the Company.

Date: August 8, 2023
Is/ Aurelio Aleman

Name: Aurelio Aleman

Title: President and Chief Executive Officer






EXHIBIT32.2

CERTIFICATION

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (a) and (b) of Section 1350, Chapter 63 Title 18,

United States Code)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, (
Title 18,

United States Code), the undersigned officer of First BanCorp., a Puerto Rico corporation (the “Company”), d
hereby certify, to

such officer’s knowledge, that:
The Quarterly Report on Form 10-Q for the quarter ended June 30, 2023 (the “Form 10-Q”) of the Com
complies

with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contair
the Form 10-Q

fairly presents, in all material respects, the financial condition and resultsof operations of the Company.

Date: August 8, 2023
/sl Orlando Berges

Name: Orlando Berges

Title: Executive Vice President and Chief Financial Officer






