Securities and
Exchange
Commission

PHILIPPINES

SEC FORM-ACGR (FOR PC/RI)
ANNUAL CORPORATE GOVERNANCE REPORT FOR PUBLIC COMPANIES AND REGISTERED ISSUERS
1. For the fiscal year ended December 31, 2021
2. SEC Registration Number 16962
3. BIR Tax Identification Number 000-504-532-000
4. Exact Name of the Issuer as specified in its charter China Bank Savings, Inc.
5. Province, Country or other jurisdiction of incorporation or organization ...........ccccceerieninnrciinniienien s

6. Address of Principal Office
CBS Building, 314 Sen. Gil J. Puyat Avenue,
Makati City

7. 1200
Postal Code

8. Issuer’s telephone number, including area code (632) 8988-8555
9. Former name, former address, and former fiscal year, if changed since last report



ANNUAL CORPORATE GOVERNANCE REPORT FOR PUBLIC COMPANIES AND REGISTERED ISSUERS

COMPLIANT/
RECOMMENDATION NON- ADDITIONAL INFORMATION EXPLANATION

COMPLIANT
THE BOARD’S GOVERNANCE RESPONSIBILITIES

Principle 1. ESTABLISHING A COMPETENT BOARD

The company should be headed by a competent, working Board to foster the long-term success of the corporation, and to sustain its competitiveness and growth in
a manner consistent with its corporate objectives and the long-term best interests of its shareholders/members and other stakeholders.

Recommendation 1.1

1| The Board is composed of directors with | Compliant The Bank’s Board of Directors is composed of directors with
collective working knowledge, experience diverse educational background, professional experience and
or expertise that is relevant to the expertise. Each member is selected based on the “fit and proper”
company’s industry/sector. standard of the Bangko Sentral ng Pilipinas (BSP) which consider,

among others, integrity, competence, independence, leadership,
and experience. All Bank directors have been evaluated and
confirmed by the Monetary Board of the BSP.

Link/Reference:

- Manual on Corporate Governance: Page 35 (Qualification of

Directors)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%?2

0Governance-Revised%202022.pdf

- Definitive Information Statement: Pages 13-15 (Business
experience)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informat

ion%20Statements.pdf

2 Compliant To ensure diversity, the Board has identified the required skills

and mix of qualifications of directors.

The Board has an appropriate mix of

competence and expertise. Links/References:

- Definitive Information Statement: Pages 13-15 (Business
experience)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informat

ion%20Statements.pdf
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1

Directors remain qualified for their
positions individually and collectively to
enable them to fulfill their roles and
responsibilities and respond to the needs
of the organization.

Recommendation 1.2

The Board is headed by a competent and
qualified Chairperson.

The company provides a policy on
training of directors.

Compliant

Compliant

Compliant

The qualifications of the directors nominated to the Board are
duly assessed/evaluated by the Corporate Governance and
Nominations Committees.

Every year during their election/re-election, Bank Directors
certify that they possess all the qualifications and none of the
disqualifications set forth by the BSP. In addition, they also
evaluate their continuing qualification by way of the annual Board,
Board Member and Board Committee self-assessments.

Link/Reference:

- Definitive Information Statement: Pages 6-9 (Members of the
BOD)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informat

ion%?20Statements.pdf

Mr. Ricardo R. Chua is the Bank’s Chairman of the Board. He is also
an Advisor to the Board of China Banking Corporation since
November 1, 2017. A Certified Public Accountant, Mr. Chua
graduated with a Bachelor of Science degree in Business
Administration, Major in Accounting, cum laude, from the
University of the East, and completed his Master"s in Business
Management (MBM) from the AIM. He has had trainings in banking
operations and corporate directorship, and attended AML and
corporate governance seminars. His election/appointment to the
Board was confirmed by the Monetary Board of the BSP.

Link/Reference:

- Definitive Information Statement: Page 6 (Member of BOD)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

Recommendation 1.3

At least annually, as part of the continuing education program for
directors, a corporate governance training program is conducted
by a training provider duly accredited by the Securities and
Exchange Commission. Annual training/continuing education is
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contained in the Bank’s Manual on Corporate Governance which
serves as the Board Charter as well.

Link/Reference:

- Manual on Corporate Governance: Page 59 (Education Program),
Page 90 (Continuing Education Program for the Directors and
Officers)

https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20

Governance-Revised%202022.pdf

- Board Trainings (Annex 1)

2 | The company has an orientation program | Compliant First-time Directors are required to undergo an orientation
for first-time directors. program, for at least eight (8) hours, while the annual continuing
training shall be at least four (4) hours by an SEC-accredited
provider. The training program should cover topics relevant in
carrying out their duties and responsibilities as directors. They are
also provided with an orientation kit containing, among others,
their Duties and Responsibilities as a Director, Manual on
Corporate Governance, Code of Ethics for Directors, and the
charters of the committees where the elected director is a member
of.

3| The company has relevant annual
continuing training for all directors. The Policy of the Bank requiring an orientation program is
provided in the Manual on Corporate Governance.

Link/Reference:

- Board Trainings (Annex 1)

- Manual on Corporate Governance: Page 59 (Education Program),
Page 90 (Continuing Education Program for the Directors and
Officers)

https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20

Governance-Revised%202022.pdf

Recommendation 1.4

1| The Board has a policy on board diversity. | Compliant Board composition considers educational background, business
experience in banking or related industry, competence, knowledge,
skills and to include ethnicity, culture, skills, etc.
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In 2021, the Board has four (4) female members of which two (2)
are independent members. The rest of the directors are male.

Links/References:

- Definitive Information Statement: Pages 6-9 (Members of BOD)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

Recommendation 1.5

training/s on corporate governance.

Senior Vice-President or an equivalent
position with adequate stature and
authority in the corporation.

1| The Board is assisted by a Compliance | Compliant
Officer.
2| The Compliance Officer has a rank of | Compliant

1| The Board is assisted by a Corporate | Compliant The Bank’s Corporate Secretary is Atty. Arturo Jose M. Constantino
Secretary. [II. He is not the Chief Compliance Officer nor a director of the
Bank
2 | The Corporate Secretary is a separate | Compliant
individual from the Compliance Officer. Links/References:
- Definitive Information Statement: Page 12 (Executive Officers)
3| The Corporate Secretary is not a member | Compliant https://cbs.com.ph/assets /files /2021%20Definitive%20Informati
of the Board of Directors. on%?20Statements.pdf
4 | The Corporate Secretary attends annual | Compliant The Bank’s Corporate Secretary has attended the Corporate

Governance Orientation Program held on August 3 to August 4,
2021 organized by SEC accredited provider.

Link/Reference:
- Copy of Certificate of Participation (Annex 2)

The Bank’s Chief Compliance Officer is Mr. Rechie W. Lastimoso
with a rank of Senior Manager. Even though his corporate rank is
lower than a Senior Vice President, he has direct reporting line to
the Board through the Corporate Governance Committee. He has
the authority to review/evaluate and sign off on business policies
and initiatives for any regulatory implications. He however
resigned effective December 1, 2021.

Links/References:
- Definitive Information Statement: Page 12 (Executive Officers)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

Recommendation 1.6

To update, a new Chief
Compliance Officer in the
name of Atty. Corazon T.
Llagas with a rank of Vice
President has started with
China Bank Savings, Inc. on
January 3, 2022. Her

appointment was
confirmed by the BSP on 22
February 2022.
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3| The Compliance Officer is not a member | Compliant The Bank’s CCO, Rechie W. Lastimoso is not a member of the
of the board. Bank’s Board of Directors. Pursuant to BSP rules, the Compliance
Division is an independent unit with the Chief Compliance Officer
functionally reporting to the Corporate Governance Committee of
the Board, and administratively, to the President.

Link/Reference:

- 2021 Annual report: Page 61 (Compliance Risk Mgmt. System)

https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

- Manual on Corporate Governance: Pages 73 (Compliance
Function), 75 (Duties and Responsibilities of Compliance Office)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

BOARD OF
DIRECTORS

CORPORATE
PRESIDENT GOVERNANCE
COMMITTEE

CHIEF COMPLIANCE
= = OFFICER

4 | The Compliance Officer attends annual | Compliant Link/Reference:
training/s on corporate governance. - Copy of Certificate (Annex 3)

Principle 2. ESTABLISHING CLEAR ROLES AND RESPONSIBILITIES OF THE BOARD

The fiduciary roles, responsibilities, and accountabilities of the Board, as provided under the law, the company’s articles of incorporation and bylaws, and other
legal pronouncements and guidelines should be clearly made known to all directors as well as to shareholders/members and other stakeholders.

Recommendation 2.1
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The Directors act on a fully informed
basis, in good faith, with due diligence and
care, and in the best interest of the
company, shareholders and stakeholders.

Compliant

implementation of the company’s
business objectives and strategy.

1| The Board oversees the development and | Compliant
approval of the company’s business
objectives and strategy.

2 | The Board oversees and monitors the | Compliant

Bank Directors are required to act on a fully informed basis, in
good faith and with due diligence for the best interest of the Bank.
In order to provide the Bank Directors with relevant information,
materials for the Board meetings are provided to them five (5)
business days prior to the Board meeting. The corresponding
minutes of the meetings are prepared after every session and
routed to the mebers of the Board for comments and approval.

Further, to remind the directors of their duty to act on a fully
informed basis, with due diligence and in the interest of the
company, they are required to accomplish the annual Corporate
Governance Self-Assessment checklist.

Link/Reference:

Manual on Corporate Governance: Page 42 (Board Materials)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

The business plans and strategies are presented to the Board for
review and approval. On 21 October 2021, the Bank's 2022 - 2026
business plans were presented to the Board and after some
deliberation, the Board approved Management's projections and
recommendations.

This is consistent with the Bank’s Manual on Corporate
Governance which provides that the Board is primarily responsible
for approving and overseeing the implementation of the bank’s
strategic objectives, risk strategy, corporate governance and
corporate values.

Links/References:

- Board Minutes on Business Plan (Annex 4)

- Manual on Corporate Governance: Page 13 (BOD Responsibilities)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%?20
Governance-Revised%202022.pdf

Recommendation 2.2

Recommendation 2.3
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The Board ensures and adopts an
effective succession planning program for
directors, key officers and management.

Compliant

The Manual on Corporate Governance provides that the Board
establishes an effective succession planning program. The program
includes a system for identifying and developing potential
successors for the CEO and other critical positions.

The Bank believes that excellent leadership talent positively
contributes to the overall organizational performance. The Bank
implements and maintains a Succession Planning and Management
Program that ensures the availability of qualified officers for key
positions for the entire life of the organization.

Links/References:

- Manual on Corporate Governance: Page 13 (BOD Responsibilities)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

- 2021 Annual Report: Page 67 (Retirement & Succession Policy)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf
- Succession Management Program (Annex 5)

The Board adopts a policy for the
retirement of directors and key officers.

Compliant

The Bank’s By-Laws provides for replacements in the event of
vacancy in the Board. Vacancies occurring in the Board of
Directors, other than by removal or by expiration of term, may be
filled by election or appointment made by the remaining directors,
if still constituting a quorum, otherwise, said vacancy shall be filled
by the stockholders in a regular or special meeting called for the
purpose, in accordance with law. The person so elected to fill a
vacancy shall hold office only for the unexpired term of his
predecessor in office.

Links/References:

- Amended By-Laws: Article IV Section 8 (Vacancies)
https://cbs.com.ph/assets/files/CBSI%20Amended%20By-
Laws%202022.pdf

- 2021 Annual Report: Page 67 (Retirement & Succession Policy)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf
- Retirement Policy for Directors

China Bank Savings adopts
the Retirement policy of
the parent bank China Bank
Corporation.
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https://cbs.com.ph/about/Corporate Governance.aspx

Recommendation 2.4

1| The Board aligns the remuneration of key | Compliant Remuneration Committee provides oversight on the remuneration
officers and board members with the of Senior Management and other key personnel, ensuring that
long-term interests of the company. compensation is consistent with the Bank’s culture, strategy and

control environment.

Links/References:
- 2021 Annual Report: Page 55 (Remuneration Committee)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf
2 | The Board adopts a policy specifying the | Compliant Under the By-Laws, the net profits or earnings of the Bank, after
relationship between remuneration and deducting the expenses of administration shall be disposed of as
performance. follows: Twenty per centum (20%) to surplus, the maximum

amount of which to be accumulated shall be left to the discretion of
the Board; not more than five per centum (5%) as bonus to the
members of the Board of Directors; not more than five per centum
(5%) as bonus to the executive officers; and the balance may be
declared as dividends and appropriated for other purposes at the
discretion of the Board of Directors.

Annual salary increases and performance bonuses of officers are
performance-based. While performance of officers, in turn, is
rated under separate policies and specific guidelines, performance
rating is among the basis for bonus, salary increase and promotion.

Links/References:

- Definitive Information Statement: Page 17 (Compensation Plans)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%?20Statements.pdf

- Amended by-laws: Article XIII Section 1
https://cbs.com.ph/assets/files/CBSI%20Amended%20By-
Laws%202022.pdf
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3| The Directors do not participate in | Compliant In accordance with the Bank’s By-Laws, the per diem paid to each

discussions or deliberations involving director for attendance at any meeting of the Board of Directors or
his/her own remuneration. Committee shall be the sum fixed by the Board.
Links/References:

- Amended By-Laws: Article IV Section 9 (Directors’ Fees)
https://cbs.com.ph/assets/files/CBSI%20Amended%20By-

Laws%202022.pdf
| Recommendation25
1| The Board has a formal and transparent | Compliant The Bank’s Nomination Process contains the nomination and
board and election policy. election policy, which is updated annually or as the need arises.
The Nomination Process form part of the Bank’s Manual on
2 | The Board nomination and election policy | Compliant Corporate Governance.
is disclosed in the company’s Manual on
Corporate Governance. The Bank's Nominations and Corporate Governance Committees

adopted rules governing the nomination and election of directors.
The rules pertinently state that the nomination forms shall be
submitted to the Nominations Committee and/or the Corporate
Governance Committee thru any member or to the Corporate
Secretary. The rules likewise state that the Committees shall pre-
screen the qualifications of the nominees on the basis of the
nomination and/or supporting papers, ensuring that the nominee’s
qualities meet the fir and proper standards and are aligned with
the Bank’s strategic direction.

Links/References:

- Nomination Process (Annex 6)

- Manual on Corporate Governance: Page 12 (Nomination and

Election of Directors)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

- Definitive Information Statement: Page 3 (Nomination of
Directors)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%20Statements.pdf
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The Board nomination and election policy | Compliant The Nomination Process sets forth the nomination policies /

includes how the company accepted requirements.

nominations from shareholders/

members. In accordance with the By-Laws as to manner of voting, any
stockholder shall be allowed to vote either in person through
remote communication, in absentia, or by proxy duly executed in
writing signed by the stockholder or his duly authorized attorney-
in-fact, subject to compliance with the requirements of existing
rules and regulations.
Links/References:
- Nomination Process (Annex 6)
- Amended By-laws: Article III Section 2 (Manner of Voting)
https://cbs.com.ph/assets/files/CBSI%20Amended%20By-
Laws%202022.pdf
- Definitive Information Statement: Page 3 (Nomination of

Directors)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

The Board nomination and election policy | Compliant The Nomination Process contained the corresponding provisions

includes how the board reviews the
qualifications of nominated candidates.

in reviewing the qualifications of the nominees for directorship.

The Corporate Governance and Nominations Committees pre-
screen the qualifications of the nominees on the basis of the
nominations and/or supporting papers and prepare a final list of
candidates containing all relevant information about the nominees.

Links/References:

- Nomination Process (Annex 6)

- Definitive Information Statement: Page 3 (Nomination of
Directors)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%20Statements.pdf

- 2021 Annual Report: Page 54 (Nomination Committee)

https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf
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1

the quality of directors/trustees that is
aligned with the strategic direction of the
company.

The Board has overall responsibility in
ensuring that there is a policy and system
governing related party transactions
(RPTs) and other unusual or infrequently
occurring transactions.

Compliant

5 | The Board nomination and election policy | Compliant The Nominations Committee, in accordance with its Charter, is
includes an assessment of the tasked to assess the effectiveness of the Board process and
effectiveness of the Board’s processes in procedures in the election or replacement of directors.
the nomination, election or
replacement/removal of a director. Link/Reference:

- Nominations Committee Charter
https://cbs.com.ph/assets/files/Nominations%20Committee%20
Charter.pdf

6 | The Board has a process for identifying | Compliant The position of a Director in China Bank Savings is one of trust.

Thus directors are selected for their integrity, credibility,
leadership, and ability to render independent judgment, among
others.

The Bank’s Nominations and Corporate Governance Committees
are tasked to identify the quality of directors to ensure they are
aligned with the strategic direction. The nomination and election
process are set forth in the Nominations Process that is
incorporated in the Bank's Manual on Corporate Governance.

Links/References:

- Manual on Corporate Governance: Page 63 (Nominations
Committee)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

- Nominations Committee Charter

https://cbs.com.ph/assets/files/Nominations%20Committee%20

Charter.pdf

The Board is responsible for approving the Bank’s RPT policy,
which covers guidelines and procedures for the review and
approval of material RPTs to ensure that these are conducted at
arm’s length basis.

In 2021, the RPT Policy was updated to comply with the rules of
the BSP and SEC. It is uploaded to the Bank’s internal public folder
and on the Bank’s website. Further, to aid in identifying the Bank’s

Recommendation 2.6
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related parties, the RPT Registry is updated regularly.

Links/References:

- Related Party Transactions Policy and Guidelines

https://cbs.com.ph/about/corporate governance/RPT Policy and
Guidelines.aspx

- RPT Committee Charter

https://cbs.com.ph/assets/files /Related%20Party%20Transactio

n%20Committee%20Charter.pdf

1

The RPT policy includes appropriate
review and approval of material RPTs,
which guarantee fairness and
transparency of the transactions.

The Board is primarily responsible for
approving the selection of Management,
led by the Chief Executive Officer (CEO) or
his/her equivalent, and the heads of the
other control functions (Chief Risk Officer,
Chief Compliance Officer and Chief Audit
Executive, as may be applicable).

Compliant

Compliant

The Bank's RPT policy requires all material RPTs to be reviewed
and vetted upon by the RPT Committee before they are endorsed
for the Board’s approval. As guiding principle, RPTs shall be at
arm’s length, in the ordinary course of business & in the interest of
the Bank and on substantially similar terms as those offered to
other non-related parties.

Price Discovery Mechanism is in place to ensure that RPT are
engaged into terms that promote the best interest of the Bank and
its stakeholders.

Links/References:

- RPT Committee Charter

https://cbs.com.ph/assets/files/Related%20Party%20Transactio

n%20Committee%20Charter.pdf

- RPT Policy and Guidelines

https://cbs.com.ph/about/corporate governance/RPT Policy and
Guidelines.aspx

The Board oversees the selection of the CEO and other key
personnel, including members of senior management and heads
of control functions (CRO, CCO, CAE) based on the application of
fit and proper standards. Integrity, technical expertise, and
experience in the Bank’s business, either current or planned,
shall be the key considerations in the selection process.
Moreover, since mutual trust and a close working relationship
are important, the members of senior management shall uphold

Recommendation 2.7
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the general operating philosophy, vision and core values of the
Bank.

Link/Reference:

- Manual on Corporate Governance: Page 16 (BOD
Responsibilities), 75 (Appointment of CCO), 76 (Appointment
of CAE), 88 (Appointment of CRO).

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%

20Governance-Revised%202022.pdf

1

The Board is primarily responsible for
assessing the performance of
Management, led by the CEO or his/her
equivalent and the heads of the other
control functions (Chief Risk Officer, Chief
Compliance Officer and Chief Audit
Executive, as may be applicable).

The Board establishes an effective
performance evaluation framework that
includes a standard or criteria for
assessment and ensures that
Management’s performance is on par with
the standards set by the Board and Senior
Management.

Compliant

Compliant

The Board regularly monitors and assesses the performance of the
management team and heads of control functions (CRO, CCO, CAE)
based on approved performance standards.

The Board of Directors assesses at least annually its performance
and effectiveness as a body, as well as its various committees, the
Chief Executive Officer, the individual directors, and the Bank itself.
This may be facilitated by the Corporate Governance Committee or
external facilitators.

Link/Reference:

- Manual on Corporate Governance: Pages 16, 18 (BOD
Responsibility)

https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20

Governance-Revised%202022.pdf

The Corporate Governance Committee is responsible for ensuring
the Board’s effectiveness and due observance of corporate
governance principles and guidelines. It shall oversee the periodic
performance evaluation of the Board and its Committees and
executive management; and shall also conduct an annual self-
evaluation of its performance. The Chairman of the Corporate
Governance Committee certifies that it has conducted the fit and
proper test” on the Bank’s directors and Senior Management.

Link/Reference:
- 2021 Annual Report: Page 58 (Selection Process for the

_Recommendation28
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Board and Senior Management)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

1

The Board establishes an effective
performance evaluation framework that
includes a standard or criteria for
assessment and ensures that personnel’s
performance is on par with the standards
set by the Board and Senior Management.

The Board ensures that an appropriate
internal control system is in place.

Compliant

Compliant

The Bank’s Management establishes measurable standards,
initiatives and specific responsibilities and accountabilities for
each Bank personnel. Senior Management oversees the
performance of these delegated duties and responsibilities and
shall ultimately be responsible to the Board of Directors for the
performance of the Bank.

Link/Reference:

- Manual on Corporate Governance: Page 69 (Officer’s
Responsibilities on Corporate Governance)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

Internal control is a process designed and effected by the Board of
Directors, Senior Management, and all levels of personnel to
provide reasonable assurance on the achievement of objectives
through efficient and effective operations; reliable, complete and
timely financial and management information; and compliance
with applicable laws, rules, supervisory requirements, and the
organization’s policies and procedures. Control activities are every
business levels’ function and implemented mainly by Compliance
Division, Internal Audit and Risk Management Division.

Links/References:

- Manual on Corporate Governance: Page 72 (Internal Control
Framework)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

Recommendation 2.9

The internal control system includes a
mechanism for monitoring and managing
potential /actual conflicts of interest of the
board members/trustees, management

Compliant

The Board approved a Code of Conduct or Code of Ethics, which
articulates acceptable and unacceptable activities, transactions and
behaviours that could result or potentially result in conflict of
interest, personal gain at the expense of the Bank as well as the
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and shareholders/members.

corresponding disciplinary actions and sanctions.

In accordance with the Bank’s Code of Ethics, situations that would
give rise to a conflict of interest are to be avoided. If transactions
with the Bank cannot be avoided, the same should be done in the
regular course of the business and upon terms not less favourable
to the Bank than those offered to others. The basic principle to be
observed is that a director should not use his position to make
profit or to acquire benefit or advantage for himself and/or his
related interests. Employee ensures that their personal interests
do not conflict or appear to be in conflict with the duties and
responsibilities which they must perform for the Bank and its
clients.

Likewise the directors, senior management and employees are
expected to observe the proper conduct of business in accordance
with DOSRI and Related Party Transactions policies, procedure
and guidelines to ensure that such are thoroughly reviewed and
approved on an arms-length basis.

Links/References:

- Manual on Corporate Governance: Page 14 (BOD Responsibilities)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

- Code of Ethics: https://cbs.com.ph/about/Code of Ethics.aspx

The Board adopts an Internal Audit
Charter.

Compliant

The Charter recognizes the authority of the Internal Audit function,
to initiate direct communication with any Bank personnel; to
examine any activity or entity; and to access any records, files, data
and physical properties of the Bank, in performing its duties and
responsibilities

Links/References:

- Manual on Corporate Governance: Page 84 (Internal Audit
Charter)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

- Internal Audit Charter (Annex 7)
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Recommendation 2.10

1

the Board in identifying units/business
lines and enterprise-level risk exposures,
as well as the effectiveness of risk
management strategies.

The Board has a Board Charter that
formalizes and clearly states its roles,
responsibilities and accountabilities in
carrying out its fiduciary duties.

Compliant

1| The Board ensures that the company has | Compliant The Board oversees the enterprise risk management framework
in place a sound enterprise risk and ensures that there is periodic review of the effectiveness of the
management (ERM) framework to risk management systems and recovery plans. It shall ensure that
effectively identify, monitor, assess and corrective actions are promptly implemented to address risk
manage key business risks. management concerns.
Links/References:
- Manual on Corporate Governance: Page 55 (Board
Responsibilities)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf
- Enterprise Risk Management Framework (Annex 8)
2 | The risk management framework guides | Compliant The Bank’s Risk Management Group is responsible for overseeing

risk management function and supports the Board in the
development of the risk appetite and risk appetite statement of the
Bank and for translating the risk appetite into risk limits structure.

Risk Management function oversees the Enterprise Risk
Management (ERM) process and spearheads the development,
implementation, maintenance and continuous improvement of
ERM processes and documentation.

Links/References:

- Manual on Corporate Governance: Pages 86 (Risk Management
Function)

https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20

Governance-Revised%202022.pdf

The Manual on Corporate Governance serves as the Charter of the
Board, and sets forth its function/role, duties and responsibilities.
The duty of care and loyalty are the two key elements of the
fiduciary duty of the Board. The duty of care requires the members
of the Board to act on a fully informed basis, in good faith, with due

Recommendation 2.11
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diligence and care. The duty of loyalty is expressed when the
board members act in the best interest of the Bank and all its
stakeholder, such as the depositors, creditors, employees and
regulators.

2 | The Board Charter serves as a guide to the | Compliant
directors/trustees in the performance of

their functions. In addition, an Orientation Kit is provided to the new members of

the Board. This document contains the specific duties and
responsibilities of the Directors, the Directors’ affirmation of his
possession of all qualifications and none of the disqualifications of
a Director as embodied in the Self-assessment, as well as the
applicable Board Committee Charters (i.e., those which the
Director is a member of).

3 | The Board Charter is publicly available. Compliant

Link/Reference:

- Manual on Corporate Governance
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

Principle 3. ESTABLISHING BOARD COMMITTEES

The board committees should be set up to the extent possible to support the effective performance of the Board’s functions, particularly with respect to audit, risk
management, compliance and other key corporate governance concerns, such as nomination and remuneration. The composition, functions and responsibilities of
all the board committees should be contained in their respective board committee charters.

Recommendation 3.1

1| The Board establishes board committees | Compliant To aid the Board in the effective performance of its functions,
that focus on specific board functions to duties, and to address specific tasks / responsibilities, the Bank’s
aid in the optimal performance of its roles Board of Directors created eight board-level committees namely:
and responsibilities. (1) Executive, (2) Corporate Governance, (3) Audit, (4) Risk

Management, (5) Nominations, (6) Compensation and
Remuneration, (7) Related Party Transactions and (8) Retirement.

Each committee has its own charter containing provisions on its
composition, functions and responsibilities. These charters are
posted on the Bank's website.

Links/References:
- Board Matters
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Recommendation3.2

relevant background, knowledge, skills,
and/or experience in the areas of
accounting, auditing and finance.

1| The Board establishes an Audit | Compliant The Audit Committee is responsible for overseeing the senior
Committee to enhance its oversight management's activities in establishing and maintaining an
capability over the company’s financial adequate, effective and efficient internal control framework. It
reporting, internal control system, ensures that systems and processes are designed to provide
internal and external audit processes, and assurance in areas including reporting, monitoring compliance
compliance with applicable laws and with laws, regulations and internal policies, efficiency and
regulations. effectiveness of operations, and safeguarding of assets.
Links/References:
- Audit Committee Charter
https://cbs.com.ph/assets /files /Audit%20Committee%20Charter.
pdf
2 | The Audit Committee is composed of at | Compliant In 2021, the three (3) members of the Audit Committee are all
least three (3) qualified non-executive Independent Directors. The members of the Committee are:
directors, the majority of whom, including
the Chairperson, are independent Ms. Claire Ann T. Yap - Chairman/Independent Director
directors. Mr. Philip S. L. Tsai - Vice Chairman/Independent Director
Ms. Margarita L. San Juan - Member/Independent Director
3| All the members of the committee have | Compliant The members of the Audit Committee have the relevant

background / knowledge, skills, expertise and experience in the
areas of accounting, auditing and finance.

Links/References:

- Definitive Information Statement: Page 8 (Members of BOD)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

- 2021 Annual Report: Pages 54 (Audit Committee)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Re

ort.pdf
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1

The Chairperson of the Audit Committee
is not the Chairperson of the Board or of
any other committee.

The Board establishes a Corporate
Governance Committee tasked to assist
the Board in the performance of its
corporate governance responsibilities,
including the functions that were
formerly assigned to a Nomination and
Remuneration Committee.

Compliant

Compliant

Ms. Claire Ann T. Yap is the Chairman of the Audit Committee. She
is not the Chairman of the Board or of any other Board Committee.

Links/References:

- Definitive Information Statement: Page 8 (Members of BOD)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

- 2021 Annual Report: Pages 54 (Audit Committee)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

The Corporate Governance Committee is tasked to assist the Board
of Directors in fulfilling its corporate governance responsibilities
by ensuring compliance with and proper observance of corporate
governance laws, rules, principles, and best practices. It oversees
the implementation of corporate governance framework and
periodically reviews the said framework to ensure that it remains
appropriate in light of the Bank's size, complexity and business
strategy, as well as its business and regulatory environment.

Moreover, together with the Nominations Committee, it handles
reviews and evaluates the qualifications of all persons nominated
to the Board and those nominated to other positions requiring
appointment by the Board of Directors.

Link/Reference:

- Corporate Governance Committee Charter
https://cbs.com.ph/assets/files/Corporate%20Governance%20Co
mmittee%20Charter.pdf

Recommendation 3.3

The Corporate Governance Committee is
composed of at least three (3) members,
majority of whom, including the
Chairperson, should be independent
directors.

Compliant

In 2021, the three (3) members of the Corporate Governance
Committee are all Independent Directors. The members of the
Committee are:

Ms. Margarita L. San Juan - Chairman/Independent Director
Ms. Claire Ann T. Yap - Vice Chairman/Independent Director
Mr. Genaro V. Lapez - Member/Independent Director
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Links/References:

- Definitive Information Statement: Page 8-9 (Members of BOD)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%?20Statements.pdf

- 2021 Annual Report: Page 53 (Corporate Governance Committee)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

Recommendation 3.4

(3) members, the majority of whom
should be independent directors,
including the Chairperson.

1| The Board establishes a separate Board | Compliant The Board Risk Oversight Committee is responsible for the
Risk Oversight Committee (BROC) that oversight of the Bank's enterprise risk management system to
should be responsible for the oversight of ensure its functionality and effectiveness. It oversees the system of
a company’s Enterprise Risk Management limits to discretionary authority that the board delegated to
system to ensure its functionality and management, ensure that the system remains effective, that the
effectiveness. limits are observed and that immediate corrective actions are
taken whenever limits are breached.
Links/References:
- Risk Oversight Committee Charter
https://cbs.com.ph/assets/files/Risk%200versight%20Committe
e%20Charter.pdf
2| The BROC is composed of at least three | Compliant In 2021, the three (3) members of the Risk Oversight Committee

are all Independent Directors. The members of the Committee are:

Mr. Philip S.L. Tsai - Chairman/Independent Director
Ms. Margarita L. San Juan - Vice Chairman/Independent Director
Ms. Claire Ann T. Yap - Member/Independent Director

Links/References:

- Definitive Information Statement: Page 8 (Members of BOD)
https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

- 2021 Annual Report: Page 54 (Risk Oversight Committee)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Re

ort.pdf
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3| At least one member of the BROC has
relevant thorough knowledge and
experience on risk and risk management.

Compliant

Mr. Tsai is a seasoned banker and has thorough
knowledge/experience on risk management & governance. Other
members of the Committee have attended the relevant seminars to
equip themselves of their responsibilities.

Link/Reference:

- Definitive Information Statement: Page 8 (Members of BOD)
https://cbs.com.ph/assets /files/2021%20Definitive%20Informati
on%?20Statements.pdf

Recommendation 3.5

1| All established committees have a
Committee Charter stating in plain terms
their respective purposes, memberships,
structures, operations, reporting process,
resources and other relevant information.

Compliant

2| The Committee Charters provide
standards for evaluating the performance
of a committee and its members.

Compliant

All committees have their respective Charters. The Charters
contain all the required information related to the function of each
committee and the specific duties of its members. The Charters
also provide for the performance evaluation of the committee.

All charters are made available in the Bank’s website.

Link/Reference:
- Board Matters
https://cbs.com.ph/about/corporate governance/Board Matters.a

Spx

Principle 4. FOSTERING COMMITMENT

To show full commitment to the company, the directors should devote the time and attention necessary to properly and effectively perform their duties and
responsibilities, including sufficient time to be familiar with the corporation’s business.

Recommendation 4.1

1| The Directors attend and actively
participate in all meetings of the Board,
Committees and shareholders/members
in person or through tele-
/videoconferencing conducted in
accordance with the rules and regulations
of the Commission.

Compliant

In 2021, the Board actively participated in Board Meetings either
in person or through remote communication/video or tele-
conferencing as required in the Bank’s Manual on Corporate
Governance.

Links/References:

- Manual on Corporate Governance: Page 40 (Board and Committee
Meetings)

https://cbs.com.ph/assets /files/Manual%200n%20Corporate%20
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Governance-Revised%202022.pdf
- Board Attendance Certification (Annex 9)

The Directors review meeting materials
for all Board and Committee meetings.

Compliant

The members of the Board are provided with materials five (5)
days prior to Board and Committee meeting.

Links/References:

- Manual on Corporate Governance: Page 42 (Board Materials)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

1

The Directors ask the necessary questions
or seek clarifications and explanations
during the Board and Committee
meetings.

Non-executive directors concurrently
serve in not more than ten (10) public
companies and/or registered issuers. If
concurrently sitting in at least three (3)
publicly listed companies, the maximum
concurrent directorships shall be five (5)
public companies and/or registered
issuers.

Compliant

Compliant

The minutes of meetings reflect robust discussions by the Board on
issues/proposals/initiatives presented by Management. Whenever
necessary, or to arrive at an informed decision, Board members
seek clarifications and/or explanations during the meetings.

The corresponding minutes of meetings is made available upon
validation for comments.

The Bank, in selecting independent directors and non-executive
directors, considers the number and types of entities where the
candidate is likewise elected as such, to ensure that he will be able
to devote sufficient time to effectively carry-out his duties and
responsibilities. In relation to the limit on directorship of
independent directors and non-executive directors, the Bank
policy follows the corresponding MORB provision which states
that:

“There shall be no limit in the number of covered companies a person
may be elected as non-executive director or independent director,
except in conglomerates where an ID can only be elected up to five
(5) listed companies within the conglomerate. Each entity where the
non-executive director is concurrently serving as director shall be
separately considered in assessing compliance with this
requirement.”

_Recommendation42
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1

Recommendation 4.3

The Directors notify the company’s board
before accepting a directorship in another
company.

Compliant

Principle 5. REINFORCING BOARD INDEPENDENCE

Links/References:

- Manual on Corporate Governance: Page 4 (Independent and Non-
Executive Directors)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

Bank directors are required to notify the Board before accepting a
directorship in another company. The Bank’s policy on multiple
Board seats is included in the Manual on Corporate Governance.

Link/Reference:

- Manual on Corporate Governance: Page 33 (Multiple Board Seats)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

1

The Board is composed of a majority of
non-executive directors who possess the
necessary qualifications.

Compliant

The Board should endeavor to exercise an objective and independent judgment on all corporate affairs.
Recommendation 5.1

Non-executive directors, who include independent directors,
comprise at least majority of the members to promote the
independent oversight of management by the Board of Directors;
that no director or small group of directors can dominate the
decision making process. The President of the Bank is the only
executive director from among the members of the Board.

The non-executive directors should possess such qualifications and
stature that would enable them to effectively participate in the
deliberations of the Board.

Link/Reference:

- Manual on Corporate Governance: Page 2 (Composition of the
Board)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf
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Recommendation 5.2

1| The Board has at least two (2) | Compliant The Bank’s Board is composed of 11 directors and one-third of the
independent directors or such number as Board or at least four (4) are Independent Directors, namely:
to constitute one-third (1/3) of the board,
whichever is higher. Mr. Philip S.L. Tsai

Ms. Margarita L. San Juan
Ms. Claire Ann T. Yap
Mr. Genaro V. Lapez (elected on June 17, 2021)

Links/References:

- Definitive Information Statement: Pages 6-9 (Members of the
Board)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%20Statements.pdf

Recommendation 5.3

1| The independent directors possess all the | Compliant Each Independent Director nominated to the Board in 2021
qualifications and none of the certified that he/she possess all the qualifications and none of the
disqualifications to hold the position. disqualifications, as contained in the Bank’s Definitive Information
Statement.

Links/References:

- Definitive Information Statement: Pages 8-9 (Members of the
Board)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%?20Statements.pdf

Recommendation 5.4

1| The company perpetually bars an | Compliant In accordance with the Bank’s CG Manual, an independent director
independent director from serving in such may only serve as such for a maximum cumulative term of nine (9)
capacity after the term limit of nine (9) years. After which, the independent director shall be perpetually
years. barred from serving as independent director in the same bank, but

may continue to serve as regular director.

Link/Reference:
- Manual on Corporate Governance: Page 8 (Term Limits for
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Independent Director)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

1

In the instance that the company retains
an independent director in the same
capacity after nine (9) years, the Board
provides meritorious justification and
seeks shareholders’/members’ approval
during the annual regular meeting.

The positions of Chairperson of the Board
and Chief Executive Officer (or its
equivalent) are held by separate
individuals.

Compliant

Compliant

In 2021, there is no independent director of the Bank who has
served for more than nine (9) years. The Independent Directors
are:

Mr. Philip S.L. Tsai - served for four (4) years only

Ms. Margarita L. San Juan - served for eight (8) years only
Ms. Claire Ann T. Yap - served for one (1) year only

Mr. Genaro V. Lapez - served for six (6) months only

Links/References:

- Definitive Information Statement: Pages 8-9 (Members of the
Board)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%20Statements.pdf

- 2021 Annual Report Page 38 (Members of the Board)

https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

The position of the Chairman and the Chief Executive Officer are
held by separate individuals.

Mr. Ricardo R. Chua is the Chairman of the Board, while Mr. James
Christian T. Dee is the President.

Link/Reference:

- 2021 Annual Report Page 38 (Directors and Executive Officers)

https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

- Definitive Information Statement: Pages 6-7 (Members of the
Board)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%20Statements.pdf

_Recommendation55
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2 | The Chairperson of the Board and Chief | Compliant The position of Chairman of the Board and President are held by
Executive Officer (or its equivalent) have two different people, and their roles are clearly distinct and
clearly defined responsibilities. separate. The Chairman and the President are not related to each
other either by consanguinity or affinity.

Chairman Ricardo R. Chua being a non-executive Director, is not
involved in the day-to-day operations of China Bank Savings Inc.,
but is responsible for the leadership and effective running of the
Board, including maintaining a relationship of trust with Board
members, promoting a sound decision-making process by
encouraging critical discussion of dissenting views and ensure that
the performance of the Board is evaluated at least once a year. He
chairs Board meetings and makes certain that agenda is focused on
strategic matters, including risks, arranges regular and/or
separate sessions with the non-executive Directors to review
Management’s performance.

The President, who is also a member of the Board, is responsible
for managing the bank’s day-to-day operations, as well as the
development and execution of the corporate and business
strategies as established by the Board of Directors.

Links/References:

- 2021 Annual Report Page 38 (Directors and Executive Officers)

https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Rep

ort.pdf

- Definitive Information Statement: Pages 6-7 (Members of the
Board)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati

on%20Statements.pdf

Recommendation 5.6

1| The Board designates a lead director | Compliant Ms. Margarita L. San Juan is the Bank’s lead Independent Director.
among the independent directors if the The duties and responsibilities of the lead independent director
Chairperson of the Board is not an are in the Manual on Corporate Governance.
independent director.
Links/References:

- Manual on Corporate Governance: Page 8 (Lead Independent
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1

1

The Directors/Trustees with material
interest in a transaction affecting the
corporation fully disclose his/her adverse
interest, abstain from taking part in the
deliberations for the same, and recuse
from voting on the approval of
transaction.

The non-executive directors (NEDs) have
separate periodic meetings with the
external auditor and heads of the internal
audit, compliance, and risk functions,
without any executive directors present.

Compliant

Compliant

The meetings are chaired by the lead
independent director, if applicable.

Compliant

Director)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf
- 2021 Annual Report Page 40 (Members of the Board)
https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Rep

ort.pdf

Any director of the Bank who has an interest in the transaction
does not participate in the deliberation and shall abstain in the
approval of the transaction.

Links/References:

- Manual on Corporate Governance: Page 98 (Related Party
Transactions)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

To maintain objectivity and independence, periodic meetings
between NEDs/Independent Directors (including the Lead
Independent Director) and Heads of Compliance, Internal Audit
and Risk are held in accordance with the relevant Committee
Charters (i.e., Compliance Audit, Risk & Corporate Governance).
These meetings are conducted without the presence of
management.

A meeting was likewise convened with the external auditor, IAD
and members of the Audit Committee, without the presence of
management.

Links/References:
- Secretary’s Certificate of Audit Committee Meeting (Annex 10)

Recommendation 5.7

Recommendation 5.8
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Principle 6. ASSESSING BOARD PERFORMANCE

1

assessment of its performance.

The Board has in place a system that
provides, at the minimum, criteria and
process to determine the performance of
the Board, individual directors/trustees
and committees.

1| The Board conducts an annual self- | Compliant
assessment of its performance as a whole.

2 | The Chairperson conducts an annual self- | Compliant
assessment of his performance.

3| The individual members conduct a self- | Compliant
assessment of their performance.

4| Each committee conducts a self- | Compliant

Compliant

The system allows for a feedback
mechanism from the
shareholders/members.

Compliant

The best measure of the Board’s effectiveness is through an assessment process. The Board should regularly carry out evaluations to appraise its performance as a
body, and assess whether it possesses the right mix of backgrounds and competencies.

Recommendation 6.1

The Board of Directors assesses at least annually its performance
and effectiveness as a body, as well as its various committees. This
exercise shall cover the assessment of the ongoing suitability of
each board member taking into account his performance in the
board and board-level committees. The results thereof are
reported to the Board through the Corporate Governance
Committee.

Links/References:

- Manual on Corporate Governance: Page 45 (Performance
Evaluation)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

- 2021 Annual Report: Page 60 (Board and Committee
Performance Evaluation)

https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Rep

ort.pdf

Recommendation 6.2

As stated, the performance assessment of the Board and board-
level committees is done through self-assessment.

On the other hand, the Bank also welcomes communications on
matters pertaining to the management of the Bank, stockholders’
benefits, rights and any other bank-related issues of importance.
Stockholders who wish to communicate with any or all members of
the Board, may raise their concerns thru the Office of the
Corporate Secretary.

Links/References:
- Manual on Corporate Governance: Page 45 (Performance
Evaluation)
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- Definitive Information Statement: Page 27 (Schedule A:
Questions and Answers)

https://cbs.com.ph/assets /files/2021%20Definitive%20Informati

on%20Statements.pdf

Principle 7. STRENGTHENING BOARD ETHICS

The Board directors are duty-bound to apply high ethical standards, taking into account the interests of all stakeholders.
Recommendation 7.1

to the public through the company
website.

made available in the Bank’s intranet to be readily accessible to all
employees.

Link/Reference:
- Code of Ethics

1| The Board adopts a Code of Business | Compliant The Bank’s core values are the foundation of the Bank’s Code of
Conduct and Ethics, which provide Ethics - for the Board of Directors and employees, wherein the
standards for professional and ethical Board sets the tone from the top of the Bank’s commitment to
behavior, as well as articulate acceptable adhere to the ethical conduct of its business embodying the
and unacceptable conduct and practices principles of integrity, fairness, accountability and transparency.
in internal and external dealings of board
members. Link/Reference:
- Code of Ethics
https://cbs.com.ph/about/Code of Ethics.aspx
2 | The Code is properly disseminated to the | Compliant The Code of Ethics for Directors provides the guiding principles
members of Board. on the performance of their duties in accordance with the fit and
proper rules; and establishes standards for professional and
ethical conduct. Each Director is required to acknowledge receipt
of the Code.
Link/Reference:
- Code of Ethics
https://cbs.com.ph/about/Code of Ethics.aspx
3 | The Code is disclosed and made available | Compliant The copies of the Codes are available in Bank’s website and also
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Recommendation 7.2
1

The Board ensures the proper and | Compliant The Board requires full compliance with the Code of Ethics. The
efficient implementation and monitoring Board, through Human Resources Division (HRD), ensures that
of compliance with the Code of Business every employee is aware of and upholds the Code. To promote
Conduct and Ethics. compliance with the Code, all new employees are given a copy of

the Code of Ethics booklet and undergo the New Employees’
Orientation Program (NEOP) wherein the Code is comprehensively
discussed.

Link/Reference:
- Code of Ethics
https://cbs.com.ph/about/Code of Ethics.aspx

DISCLOSURE AND TRANSPARENCY

Principle 8. ENHANCING COMPANY DISCLOSURE POLICIES AND PROCEDURES

The Board should establish corporate disclosure policies and procedures that are practical and in accordance with generally accepted best practices and regulatory
expectations.

Recommendation 8.1

1| The Board establishes corporate | Compliant The Board shall ensure that individual members of the Board and
disclosure policies and procedures to the shareholders are accurately and timely informed of a
ensure a comprehensive, accurate, comprehensive and understandable assessment of the Bank’s
reliable and  timely report to performance, financial condition and risk exposures. The Bank’s
shareholders/members and other website contains relevant information about the Bank.
stakeholders that gives a fair and
complete picture of a company’s financial Links/References:
condition, results and business - Manual on Corporate Governance: Page 18 (Responsibilities of
operations. BOD), Page 94 (Right to Information)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

- Investor Relations:

https://cbs.com.ph/about/Investor Relations.aspx
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Recommendation 8.2

R
1

officers to disclose/report to the company
any dealings in the company’s shares
within five (5) business days.

ecommendation 8.3
The company’s corporate governance
policies, programs and procedures are
contained in its Manual on Corporate
Governance (MCG).

1| The company has a policy requiring all | Compliant
directors to disclose/report to the
company any dealings in the company’s
shares within five (5) business days.

2| The company has a policy requiring all | Compliant

Compliant

The company’s MCG is submitted to the
SEC.

Compliant

1

The company’s MCG is posted on the
company website.

The company’s corporate governance
policies and practices and all relevant
information are disclosed in its Annual
Corporate Governance Report (ACGR).

Compliant

Recommendation 8.4

Compliant

The company’s ACGR is submitted to the
SEC.

Compliant

The company’s ACGR is posted on the
company website.

Compliant

In accordance with the Bank’s updated Manual on Corporate
Governance, the Directors and Officers shall commit at all times to
fully disclose to the Bank material information dealings in the
company’s shares by the said directors and officers within five (5)
business days.

Links/References:

- Manual on Corporate Governance: Page 92 (Reportorial or
Disclosure System of Bank’s Corporate Governance Policies)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

The Manual on Corporate Governance institutionalizes the
principles of good corporate governance in the organization.

The latest revised version has been duly submitted to SEC, and
posted accordingly in the website.

Link/Reference:

- Manual on Corporate Governance
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

In compliance with SEC Memorandum Circular No. 24 series of
2019, the initial version of Bank’s ACGR was duly submitted to SEC,
and posted accordingly in the website.

Link/Reference:
- Annual Corporate Governance Report
https://cbs.com.ph/about/Corporate Governance.aspx
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Principle 9. STRENGTHENING EXTERNAL AUDITOR’S INDEPENDENCE AND IMPROVING AUDIT QUALITY

Recommendation 9.1

The company should establish standards for the appropriate selection of an external auditor, and exercise effective oversight of the same to strengthen the external
auditor’s independence and enhance audit quality.

removal, and fees of the external auditor
is recommended by the Audit Committee,
approved by the Board and the
shareholders/members.

1| The Audit Committee has a robust process | Compliant The Audit Committee exercises oversight of external auditors. It is
for approving and recommending the primarily responsible for the selection and appointment of these
appointment, reappointment, removal, auditors, subject to stockholder ratification.
and fees of external auditors.
The Committee also facilitates the approval / disapproval of the
corresponding service fees. Moreover, they handle the
performance evaluation and if necessary, the re-appointment or
dismissal of the external auditors.
Link/Reference:
- Audit Committee Charter:
https://cbs.com.ph/assets/files/Audit%20Committee%20Charter.
pdf
- 2021 Annual Report: Page 37 (Audit Committee’s Approval
Policies)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep
ort.pdf
2| The appointment, reappointment, | Compliant As provided under the Audit Committee Charter, the appointment

of the Bank's incumbent external auditor, SGV & Co. has been
presented to, and duly ratified by the stockholders.

As stated in the reply above, the audit fees are endorsed by the
Audit Committee.

Link/Reference:
- 2021 Annual Report: Page 72 (Exhibits and Reports)
https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Re

ort.pdf
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1

For the removal of external auditor, the
reasons for such removal or change are
disclosed to the SEC, the
shareholders/members, and the public
through the company website and
required disclosures.

The Audit Committee Charter includes the
Audit Committee’s responsibility on:
i. assessing the integrity and
independence of external auditors;
ii. exercising effective oversight to review
and monitor the external auditor’s
independence and objectivity; and
iii. exercising effective oversight to review
and monitor the effectiveness of the audit
process, taking into consideration
relevant Philippine professional and
regulatory requirements.

Compliant

Compliant

The incumbent external auditor of the Bank, SGV and Co. was re-
elected in 2021.

Link/Reference:
- 2021 Annual Report: Page 72 (Exhibits and Reports)
https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

The assessment of the independence of the external auditor and
oversight, among others are part of the responsibilities of the Audit
Committee.

The responsibilities of the Audit Committee are discussed in the
Charter.

Link/Reference:
- Audit Committee Charter: Page 4 (Duties and Responsibilities)
https://cbs.com.ph/assets/files/Audit%20Committee%20Charter.

pdf

Recommendation 9.2

1

The Audit Committee Charter contains the
Committee’s responsibility on reviewing
and monitoring the external auditor’s
suitability and effectiveness on an annual
basis.

The company discloses the nature of non-
audit services performed by its external
auditor in the Annual Report to manage
potential conflict of interest cases.

Compliant

Compliant

As specified in the Audit Committee Charter, the Committee has
the responsibility to oversee the external auditors.

Link/Reference:
- Audit Committee Charter: Page 4 (External Auditor)
https://cbs.com.ph/assets /files/Audit%20Committee%20Charter.

pdf

Audit Committee evaluate and determine the non-audit work and
disallow any non-audit work that will conflict with the duties as an
external auditor or may pose a threat to the external auditor’s
independence. The non-audit work, if allowed, should disclose in
the corporation’s annual report and Corporate Governance Report.

Recommendation 9.3
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Link/Reference:

- Manual on Corporate Governance: Page 47 (Authority of Audit
Committee), Page 85 (Non-Audit Work and Conflict of Interest)

https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20

Governance-Revised%202022.pdf

- 2021 Annual Report: Page 37 (Independent Public Accountant)

https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

The Audit Committee stays alert for any
potential conflict of interest situations,
given the guidelines or policies on non-
audit services, which could be viewed as
impairing the external auditor’s
objectivity.

Compliant

The Bank ensure that other non-audit work to be given to the
external auditor shall not be in conflict with the functions of the
external auditor, or does not pose a threat to his independence.

Link/Reference:

- Manual on Corporate Governance: Page 85 (Non-Audit Work and
Conflict of Interest)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

Principle 10. INCREASING FOCUS ON NON-FINANCIAL AND SUSTAINABILITY REPORTING

shareholders/members and other
stakeholders the company’s strategic and
operational objectives with emphasis on
the management of environmental,
economic, social and governance (EESG)
issues of its business which underpin
sustainability.

1| The Board has a clear and focused | Compliant
strategy on the disclosure of non-financial
information.

2| The company discloses to  all | Compliant

The Board should ensure that the company discloses material and reportable non-financial and sustainability issues.
Recommendation 10.1
China Bank Savings is committed to sustainability and to creating

positive economic, social, and environmental outcomes.
Sustainability is regarded as fundamental to sound business
practices and good corporate citizenship. The Bank recognizes that
the continued growth of business is interconnected with the
fulfillment of broader development goals, including environmental
and social sustainability. And as investors and customers become
more aware of the world’s environmental and social challenges,
the Bank sharpens its focus not only on delivering strong financial
performance, but also in making a positive social and
environmental impact.

Links/References:
- Manual on Corporate Governance: Page 99 (Sustainability,
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Environment, Social and Non-Financial Information)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf
- 2021 Annual Report: Page 70 (Sustainability Framework)
https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Rep

ort.pdf

Principle 11. PROMOTING A COMPREHENSIVE AND COST-EFFICIENT ACCESS TO RELEVANT INFORMATION

The company should maintain a comprehensive and cost-efficient communication channel for disseminating relevant information. This channel is crucial for an
informed decision-making by investors, stakeholders and other interested users.

Recommendation 11.1

1| The company has a website to ensure a | Compliant The Bank’s website is closely monitored and managed to ensure
comprehensive, cost-efficient, transparent that it contains up-to-date disclosures and information.
and timely manner of disseminating
relevant information to the public. Links/References:
- CBS Website: https://cbs.com.ph/About Us.aspx

INTERNAL CONTROL AND RISK MANAGEMENT FRAMEWORKS
Principle 12. STRENGTHENING INTERNAL CONTROL AND RISK MANAGEMENT SYSTEMS

To ensure the integrity, transparency and proper governance in the conduct of its affairs, the company should have a strong and effective internal control system
and enterprise risk management system.

Recommendation 12.1

1| The company has an adequate and | Compliant The Board through Internal Audit Division monitors and evaluates
effective internal control system in the the adequacy and effectiveness of the bank’s internal control
conduct of its business. system, integrity of financial reporting, and security of physical

and information assets. It ensures review of the effectiveness of
the institution’s internal controls, including financial, operational
and compliance controls, and risk management.

Links/References:

- Manual on Corporate Governance: Pages 46 (Audit Committee)
https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20
Governance-Revised%202022.pdf

- Annual Audit Plan (Annex 11)

- Audit Committee Charter:
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https://cbs.com.ph/assets/files/Audit%20Committee%20Charter.

pdf
2| The company has an adequate and | Compliant The identification and assessment of operational risks which are
effective enterprise risk management inherent in all the Banks products, activities, processes and
framework in the conduct of its business. systems are performed through the Risk and Control Self-

Assessment (RCSA) Program. This facilitates the determination of
priority operational risk areas, the assessment of mitigating
controls in place, and the institutionalization of additional
measures to ensure a controlled operating environment.

The Risk Oversight Committee oversees the enterprise risk
management framework and ensures that there is periodic review
of the effectiveness of the risk management systems and recovery
plans. It ensures that corrective actions are promptly implemented
to address risk management concerns.

Links/References:

- Manual on Corporate Governance: Page 55 (Risk Management
Committee)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

- Risk Oversight Committee Charter:

https://cbs.com.ph/assets/files/Risk%200versight%20Committe

e%20Charter.pdf
| Recommendationi22
1| The company has in place an independent | Compliant The Bank’s Internal Audit Division provides independent, objective
internal audit function that provides an assurance and consulting services designed to add value to the
independent and objective assurance, and Bank’s governance, risk management, internal control processes
consulting services designed to add value and improve the company’s operations.

and improve the company’s operations.
It assesses the Bank’s system of risk management, control, and
governance processes, as designed and represented by
management, to determine whether it is adequate and functioning
to ensure that quality and continuous improvement are fostered in
the organization’s control process, among others.

Page 36 of 43


https://cbs.com.ph/assets/files/Audit%20Committee%20Charter.pdf
https://cbs.com.ph/assets/files/Audit%20Committee%20Charter.pdf
https://cbs.com.ph/assets/files/Manual%20on%20Corporate%20Governance-Revised%202022.pdf
https://cbs.com.ph/assets/files/Manual%20on%20Corporate%20Governance-Revised%202022.pdf
https://cbs.com.ph/assets/files/Risk%20Oversight%20Committee%20Charter.pdf
https://cbs.com.ph/assets/files/Risk%20Oversight%20Committee%20Charter.pdf

Links/References:

- Annual Audit Plan (Annex 11)

- Audit Committee Charter:
https://cbs.com.ph /assets /files /Audit%20Committee%20Charter.
pdf

CULTIVATING A SYNERGIC RELATIONSHIP WITH SHAREHOLDERS/MEMBERS
Principle 13. PROMOTING SHAREHOLDER/MEMBER RIGHTS

The company should treat all shareholders/members fairly and equitably, and also recognize, protect and facilitate the exercise of their rights.
Recommendation 13.1

1| The Board ensures that basic | Compliant The fundamental rights of shareholders, amongst them, pre-
shareholder/member rights are disclosed emptive right, power of inspection, right to information, right to
in the Manual on Corporate Governance. dividends and appraisal right are contained in the Manual on

Corporate Governance.

Link/Reference:

- Manual on Corporate Governance: Pages 93 (Transparency)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20
Governance-Revised%202022.pdf

1| The Board encourages active shareholder | Compliant The Notice for the 2021 Annual Stockholders’ Meeting as contained
participation by sending the Notice of in the Definitive Information Statement was sent out / published in
Annual and Special Shareholders’/ two leading newspapers of general circulation on 12 May 2021 and
Members’ Meeting with sufficient and 19 May 2021, which is 36 and 29 days, respectively, before the
relevant information at least twenty-one original Annual Stockholders’ Meeting of 17 June 2021.
(21) days before the meeting.
Link/Reference:
- Definitive Information Statement (Annex A: Explanation of
Agenda Items)

https://cbs.com.ph/assets/files/2021%20Definitive%20Informati
on%20Statements.pdf

1| The Board encourages active | Compliant The 2021 Annual Stockholders Meeting was held on 17 June 2021.
shareholder/member participation by Voting results during the ASM was disclosed within the same day.
making the result of the votes taken

Recommendation 13.2

Recommendation 13.3
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during the most recent Annual or Special
Shareholders’/Members’ Meeting publicly
available the next working day.

Links/References:
- Minutes of 2021 Annual Stockholders’ Meeting
https://cbs.com.ph/assets /files/Minutes%200f%20Annual%20St

ockholders%20Meeting.pdf

1

1

The minutes of the Annual and Special
Shareholders’/Members’ Meetings were
made available on the company website
within five (5) business days from the
date of the meeting.

The Board makes available, at the option
of a shareholder/member, an alternative
dispute mechanism to resolve intra-
corporate disputes in an amicable and
effective manner.

The Board establishes an Investor
Relations Office (IRO) or Customer
Relations Office (CRO) or its equivalent to
ensure constant engagement with its
shareholders/members.

Compliant

Compliant

Compliant

The 2021 Annual Stockholders Meeting was held on 17 June 2021.
The minutes of the ASM was posted on the Bank’s website.

The votes on each agenda item is clearly reflected in the minutes of
the meeting, including all the questions asked and the reply
thereto.

Links/References:

- Minutes of 2021 Annual Stockholders’ Meeting
https://cbs.com.ph/assets /files /Minutes%200f%20Annual%20St
ockholders%20Meeting.pdf

The Bank has an alternative dispute resolution system in place,
and is duly documented in the Manual on Corporate Governance.

Link/Reference:

- Manual on Corporate Governance: Page 30 (Additional Duties of
Board of Directors)

https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20

Governance-Revised%202022.pdf

The Head of the Parent Bank’s Investor and Corporate Relations
Group (CBC) is FVP Gerald O. Florentino. With matters regarding
China Bank Savings shareholders/members, contact person is
Assistant Corporate Secretary Atty. Anna Mariela Marifosque-
Jandayan.

Links/References:

- Minutes of 2021 Annual Stockholders’ Meeting: Page 8 (Other
Matters)

https://cbs.com.ph/assets/files/Minutes%200f%20Annual%20St

Recommendation 13.4

Recommendation 13.5
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ockholders%20Meeting.pdf

The IRO or CRO or its equivalent is
present at every shareholders’/members’
meeting.

Compliant

Principle 14. RESPECTING RIGHTS OF STAKEHOLDERS AND EFFECTIVE REDRESS FOR VIOLATION OF STAKEHOLDER’S RIGHTS

Atty. Anna Mariela Marifosque-Jandayan, the Assistant Corporate
Secretary was present in the 2021 ASM as indicated in the
corresponding Minutes.

Link/Reference:

- Minutes of 2021 Annual Stockholders’ Meeting
https://cbs.com.ph/assets/files/Minutes%200f%20Annual%20St
ockholders%20Meeting.pdf

DUTIES TO STAKEHOLDERS

1

1

The Board identifies the company’s
various stakeholders and promotes
cooperation between them and the
company in creating wealth, growth and
sustainability.

The Board establishes clear policies and
programs to provide a mechanism on the
fair treatment, protection and
enforcement of the rights of stakeholders.

The rights of stakeholders established by law, by contractual relations and through voluntary commitments must be respected. Where stakeholders’ rights and/or
interests are at stake, stakeholders should have the opportunity to obtain prompt effective redress for the violation of their rights.

Recommendation 14.1

Compliant

Recommendation 14.2

Compliant

In 2021, the Bank, through its Board and Management has
identified topics/issues that are highly significant to its
stakeholders.

The Bank believes that it is through proper understanding of
stakeholders' needs, concerns, and expectations, and more
importantly, embedding their feedback into the corporate strategy
and daily business that it is able to develop long term-solutions,
make responsible business decisions, and perform better.

Links/References:
- 2021 Annual Report: Pages 30 (Plan of Operation)
https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Re

ort.pdf

The Bank treats its stakeholders fairly and ensures their
protection.

Policy on Fair Treatment to Stakeholders

The policies are in Pages 93-95 of the Bank’s Manual on Corporate
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Governance (Transparency).

Principle 15. ENCOURAGING EMPLOYEES’ PARTICIPATION

A mechanism for employee participation should be developed to create a symbiotic working environment consistent with the realization of the company’s
objectives and good corporate governance goals.

Recommendation 15.1

1| The Board establishes policies, programs | Compliant In place are policies and programs to ensure not just high-
and procedures that  encourage performance standards among our employees but as well as
employees to actively participate in the group-wide synergy towards the realization of corporate goals and
realization of the company’s goals and in business objectives.

its governance.
The Bank is committed to consistently engage its employees to
ensure that all employees are heard and updated of these goals and
key result areas to make them more effective. Our Human
Resources Group has put in place various training and engagement
activities, including a periodic town hall where employees are kept
abreast of significant developments in various areas - Bank’s
overall performance, COVID-related initiatives and governance
matters. A Q&A portion during the town hall encourages
employees to air their concerns.

Moreover, part of the activities of the Bank is the commitment to
continually strengthen compliance and governance culture
through education and training.

In order to raise awareness level, Compliance Division regularly
conducts briefing to Compliance Coordinators of branches and
head office units. This training program provides venue as well to
better appreciate and understand compliance principles, concepts,
and elements of good corporate governance.

The Compliance Coordinators are required to cascade their
learning to their respective areas. All new employees of the Bank
undergo a basic orientation on Compliance System, Anti-Money
Laundering and Governance, among others.
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1

The Board sets the tone and makes a
stand against corrupt practices by
adopting an anti-corruption policy and
program in its Code of Business Conduct
and Ethics.

Link/Reference:

- 2021 Annual Report: Page 66 (Orientation and Education
Program)

https://cbs.com.ph/assets/files/CBS%202021%20Annual%20Rep

ort.pdf

The Bank is committed to honest and ethical business practices
and does not tolerate any form of bribery and corruption. Bank
directors and employees are expected to act professionally, fairly,
and with integrity in all our business dealings and relationships
wherever we operate.

Link/Reference:

- Manual on Corporate Governance: Page 14 (Bank’s Corporate
Culture and Values)

https://cbs.com.ph/assets/files/Manual%200n%20Corporate%20

Governance-Revised%202022.pdf

- Corporate Governance (Anti-Bribery and Corruption)

https://cbs.com.ph/about/Corporate Governance.aspx

- Code of Ethics: https://cbs.com.ph/about/Code of Ethics.aspx

- Anti-Bribery and Corruption

https://cbs.com.ph/about/Corporate Governance.aspx

B0 o T 0 N ———————

China Bank Savings adopts
the policy of the parent
bank China Bank
Corporation on  Anti-
Bribery and Corruption.

The Board disseminates the policy and
program to employees across the
organization through trainings to embed
them in the company’s culture.

Compliant

The Board has imposed a policy of full compliance with the Code of
Ethics and other policies. HRD ensures that every Bank employee
is aware of, and upholds the Code.

Given the mandate of the Board, HRD ensures that the training
programs present the pertinent Bank policies governing their
respective functions.

Links/References:
- Code of Ethics: https://cbs.com.ph/about/Code of Ethics.aspx
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Recommendation 15.3

1

The Board establishes a suitable
framework for whistleblowing that allows
employees to freely communicate their
concerns about illegal or unethical
practices, without fear of retaliation.

Compliant

The Bank does not and will not tolerate unethical or illegal
conduct, thus a Whistleblowing mechanism was established to
ensure that employees, customers, shareholders, and third-party
service providers will have a way to report questionable activity,
unethical conduct, fraud or any other malpractice, by mail, phone
or e-mail. Disclosures or reports are handled under the strictest
measures of confidentiality and anonymity to allay fears of reprisal
or retaliation.

Link/Reference:

- Manual on Corporate Governance: Page 50 (On Whistleblowing)
https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20
Governance-Revised%202022.pdf

The Board establishes a suitable
framework for whistleblowing that allows
employees to have direct access to an
independent member of the Board or a
unit created to handle whistleblowing
concerns.

Compliant

Reports can be submitted to the Bank’s Chief Compliance Officer
who determines the substance and validity of all whistle-blower
reports. If the disclosure or information is complete and is
sufficient in form and substance, the matter shall be endorsed to
Audit Division and/or HRD for further investigation, subject to the
Bank's Administrative Disciplinary Rules and Procedures.

If on preliminary examination of the report, the Chief Compliance
Officer finds the disclosure baseless, without substance or merit in
its totality, the whistle-blower shall be notified of such fact within
twenty four (24) hours from receipt of the report.

Link/Reference:

- Manual on Corporate Governance: Page 50 (On Whistleblowing)
https://cbs.com.ph/assets/files/Manual%200n%Z20Corporate%20
Governance-Revised%202022.pdf

The Board supervises and ensures the
enforcement of the whistleblowing
framework.

Compliant

All disclosures and their corresponding status and resolution are
regularly reported to the Board, thru the Audit Committee.

Link/Reference:
- Manual on Corporate Governance: Page 50 (On Whistleblowing)
https://cbs.com.ph/assets/files/Manual%200n%20Corporate%?20
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Principle 16. ENCOURAGING SUSTAINABILITY AND SOCIAL RESPONSIBILITY

The company should be socially responsible in all its dealings with the communities in which it operates. It should ensure that its interactions serve its environment
and stakeholders in a positive and progressive manner that is fully supportive of its comprehensive and balanced development.

Recommendation 16.1

1| The company recognizes and places | Compliant Community involvement is a cornerstone of CBS’ programs. The
importance on the interdependence Bank supports a wide range of noteworthy projects for the
between business and society, and underprivileged sector, provide educational assistance to
promotes a mutually  beneficial promising children, undertake charitable fundraising, and
relationship that allows the company to encourage employee volunteerism in its efforts to give back to
grow its business, while contributing to society.
the advancement of the society where it
operates. Brigada Eskwela - CBS CBS supports clean, safe, learner-friendly

school facilities and improving the quality of public education in
the country. The Bank is a regular participant of Brigada Eskwela,
the annual campaign of the Department of Education to mobilize
parents, students, faculty and private sector stakeholders to clean,
refurbish and rehabilitate pubic elementary and high school
campuses and facilities before the start of each school year. With
the pandemic preventing face-to-face classes, CBS quickly adapted
to the virtual learning system and supported Brigada Eskwela by
sponsoring production of learning modules for learners in select
schools across the country. This response contributed to safe,
uninterrupted public education for 33,244 learners in 21 cities.

Link/References:

- 2021 Annual Report: Page 69 (Corporate Social Responsibility
Initiatives)

https://cbs.com.ph/assets /files/CBS%202021%20Annual%20Re

ort.pdf
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Pursuant to the requirement of the Securities and Exchange Commission, this Annual Corporate
Governance Report (ACGR) is signed on behalf of the registrant by the undersigned.
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CHINA BANK SAVINGS

CbS 314 Sen. Gil Puyat Avenue, Makati City 1200
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Annex 1
List of Trainings Attended by the Board of Directors
For the Year 2021
Annual Corporate Governance Corporate Governance
Training Orientation Program
01 September 2021 2-3June 2021
Directors Topics:

- Digital Transformation
- Corporate Governance in a Nutshell
- AML Updates

Ricardo R. Chua

Nancy D. Yang
William C. Whang

STSTS

<

James Christian T. Dee

Rosemarie C. Gan
Herbert T. Sy, Jr.

Patrick D. Cheng

Philip S.L. Tsai (ID)
Margarita L. San Juan (ID)
Claire Ann T. Yap (ID)

D N N N N N RN N

Genaro V. Lapez (ID)

*James Christian T.Dee - was elected as director of CBSI on 15 April 2021

CBS China Bank Savings is regulated by the Bangko Sentral ng Pilipinas. For inquiries or concerns, you may contact us at (02) 8988-9555
or Consumer Protection and Market Conduct Office at Tel. No. (02) 8708-7087.



Annex 2

Control No.: 2021-020-0015

Arturo Jose M. Constantino lll

QICD

Institute of Corporate Directors

presents this

Certificate of Participation

to

China Bank Savings, Inc.

for having completed the online course

Corporate Governance

Orientation Program

held on
August 3, 2021 | 8:00 am - 12:00 pm
August 4, 2021 | 8:00 am - 12:00 pm
through ZOOM Meetings

Eeonar;o Mé\r%

Chief Executive Officer
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Annex 4

BOARD MINUTES

BD-12-10.21.2021

MINUTES

OF THE REGULAR MEETING OF THE BOARD OF
DIRECTORS OF CHINA BANK SAVINGS, INC,, ON
THURSDAY, 21 OCTOBER 2021 AT 2:00 IN THE
AFTERNOON VIA ELECTRONIC DEVICE - MS
TEAMS PLATFORM - DUE TO THE GENERAL
COMMUNITY QUARANTINE (GCQ) DECLARED BY
THE NATIONAL GOVERNMENT.

MEMBERS:

MR. RICARDO R. CHUA

MRS. NANCY D. YANG

MR. JAMES CHRISTIAN T. DEE

MR. WILLIAM C. WHANG

MRS. ROSEMARIE C. GAN

MR. PATRICK D. CHENG

MR. HERBERT T. S8Y_, JR.

MRS. MARGARITA L. SAN JUAN, Independent Director
MR. PHILIP S.L. TSAI, Independent Director
MRS. CLAIRE ANN T. YAP, Independent Director
MR. GENARO V. LAPEZ, Independent Director

ALSO PRESENT:

MR. JOSEPH C. JUSTINIANO, Executive Vice President
ATTY. ARTURO JOSE M. CONSTANTINO III, Corporate Secretary

PRESENTERS:

MR. LUIS BERNARDO A. PUHAWAN, Controllership Group Head

MS. FAYE ABIGAIL ANQ, Financial Planning & Regulatory Reporting
Division, Controllership Group

MR. JAYDEE P. CAPARAS, Branch Banking Group Head

MR. JAN NIKOLAI M. LIM, Consumer Lending Group Head

MR. NIEL C. JUMAWAN, Automatic Payroll Deduction Lending Group Head
MS. GRACE Z. FLORESCA, Credit Policy and Quality Assurance Division Head
MR. ADONIS C. YAP, Business Process and Management Division Head

MS. MARJORIE T. ESPLANA, Small and Medium Enterprise Lending Group
Head



AGENDA

I. | Board and Board Committee Matters
MINUTES APPROVAL
Board
1. [ Approval of Board Minutes of Regular Meeting Held on 16 September 2021
Executive Committee (ExCom)
2. | Approval of Executive Committee Minutes of Meeting Held on 9 September
2021
3. | Approval of Executive Committee Minutes of Meeting Held on 24 September
2021
Risk Oversight Committee (ROC)
4. | Approval of ROC Minutes of Meeting Held on 15 July 2021
Nominations Committee (NonCom)
5. | Approval of NonCom Minutes of Meeting Held on 17 August 2021
RATIFICATION OF RESOLUTIONS PASSED AND APPROVED
Executive Committee (ExCom)
6. | Ratification of ExCom Resolutions Passed and Approved during the Meeting
Held on 24 September 2021
7. | Ratification of ExCom Resolutions Passed and Approved during the Meeting
Held on 14 October 2021
Risk Oversight Committee (ROC)
8. | Ratification of ROC Resolutions Passed and Approved during the Meeting
Held on 16 September 2021
Joint Nominations Committee (NonCom) and Corporate Governance Committee
(CGCom)
9. | Ratification of Special Joint Meeting of NonCom and CGCom Resolutions
Passed and Approved during the Meeting Held on 16 September 2021
Nominations Committee (NonCom)
10. | Ratification of NonCom Resolutions Passed and Approved during the Meeting
Held on 8 October 2021
Related Party Transactions Committee (RPTCom)
11. | Ratification of RPTCom Resolutions Passed and Approved during the Meeting
Held on 8 October 2021
I1. | New Businesses to be taken-up
Office of the President

12. | Review of Operations as of 30 September 2021

13. | CBS 2022-2026 Business Plan

MCBL - BBG

14. | Request for Approval - Revised Group Yearly Renewable Term Plan; and

2 | Board Minutes of Mecting Dated 21 October 2021




Note: Note: As of June 2021, CAR and CET 1 were posted at 13.04% and 12.13%,
respectively.

The Board clarified the spike on NPL, and President Dee¢ explained that the
increase in APD past due was mainly due to the bumping off of some of the Bank’s
collections by government loans per TCAA with the government. In order to address this,
the management recently implemented some changes to the credit process for APD
underwriting, which include some checking on the GSIS loans of a potential borrowers.

Mr. Christian Bite of Collection Services Department reiterated that the non-
performing loans specially APD accounts were due to the bumping off of our loans as
against government loans such as GSIS loans.

Mr. Niel Jumawan of APDLG clarified that the Bank is not exactly “bumped off”’
but is merely on que because the Bank is within the government’s system of payment.
The General Appropriations Act (GAA) prioritized government loans over private
lending institutions, and for this reason the group of thrift banks are lobbying in the next
GAA through the under the Office of Senator Angara that loan obligations shall be
satisfied in accordance with the order it was contracted or following the principle of
“first-in-first-out rule”. He added that while the Bank is on que, it is not precluded from
exhausting remedies through personal collections.

Director Yap inquired on the percentage of curing rate, and Mr. Bite stated that
10-15% is the minimum, with a maximum of 25%, while 75% is left unpaid. Mr. Bite
explained that the curing process is done through personal collections under the
Collection Services Department. There is also joint efforts with the APD Lending Group
in conducting field collections and payment pick-up.

The Board also discussed the targets to be reached this year for APD to at least
P17.5B, as well as the adjustment of the ratios in view of the write offs and provisions.
The President expressed cautious optimism in achieving the targets.

Upon motion duly made by Director Nancy D. Yang and seconded by Independent
Director Genaro V. Lapez, the following resolution was passed and approved, to wit:

Resolution No. BR #12-10.21.2021-12

RESOLVED, AS IT IS HEREBY RESOLVED, that the Board note, as it
hereby notes the report on Review of Operations as of 31 August 2021, as contained in
the Memorandum dated 16 September 2021 submitted by the President, Mr. James
Christian T. Dee and Controller, Mr. Luis Bernardo A. Puhawan.

13. CBS 2022-2026 Business Plan

The next item was also presented by the President and was again assisted by Mr.
Luis Bernardo A. Puhawan, Controllership Group Head. The materials for the 2022-
2026 Business Plan was provided to each of the members for advance reading and filed
in the agenda folder for reference. The summary of the Business Plan is as follows:
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The banking industry will continue to confront a range of challenges in 2022.
Uncertainty about the effects of the pandemic will likely remain for the foreseeable future
but this will not prevent CBS from staying committed and focused on the following
priority areas to improve our bottom-line and strengthen the balance sheet:

1. Shift to higher-yielding loans;

2. Build-up low-cost deposits/CASA;

3. Reduce non-performing assets (NPAs);
4. Increase non-interest income; and

5. Improve operational efficiency.

The successful implementation of our business plan would result to the following:

BACKGROUND: THE CBS JOURNEY
- &

STRATEGIC AND FINANCIAL OBJECTIVES

2022 — 2026

STRATEGIC OBJECTIVE: To become a valuable contributor in terms of
profitability and shareholders’ value to the China Bank Group

Net Income & ROE

4,000 16.6% 18.0%
3,500 16.0%
14.0%
3,000
12.0%
2,500
10.0%
2,000
8.0%
1,500 6.0%
1,000 4.0%
500 2.0%
- - - - - 0.0%
2020 2021 2022 2023 2024 2025 2026
Actual Projected

zzmem Net income (in millions) =——@—ROE
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fi}t..[u iy low-cost de s giz

CASA

} Reduce non-performing
(NPAS)

E 1 lncrease non-miore s e

3) Impros e eperational effi

1. SHIFT TO HIGHER—YIELDING LLOANS
Projected Loan Mix

2021 Estimated 2022 Projected 2026 Projected

ACTLAL
2020

SME/Corp

1. SHIFT TO HIGHER-YIELDING LOANS
APD Loans
KEY FOCUS AREAS ACTUAL I 1R FROJECTION
in PHP biliions . 2 ; ) 2025 2026

[

CAGR
‘21-'26

APD
Interest Income 0.8

Fee Income 05 :
Total Income 14 :

GOAL: to become the top 3 DepEd APD provider in the country
a) Expand customer reach through multi-channel touch points:
v" APD lending centers (35 RBCs, additional 3 in 2022) and Branches
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b)

©)
d)

€)

v APD lending kiosks — open 20 additional lending kiosks in rural areas to bring
total to 52 by 2022

v" APD portable kiosks — 98 kiosks for set up in 2022

Equip salesforce with marketing tools to increase productivity and improve

personalized services: motorcycle, APD power form tablet, APD Mobile App and

APD web Self-service via the DCLS platform

Increase promotional activities and customer loyalty incentives

Develop sale opportunities through tie-ups and DepEd partnership programs

Aggressive organic & take-out acquisition of new accounts and re-availments

(churn management)

Complete the sales teamn and protect performers against poaching from

competitors

SHIFT TO HIGHER-YIELDING LOANS
APD’s Distribution Network

cEs
e E'v'!'atéxr:t Size Loan Pertfolio | Neo. of il—"ro]ected Lending Centers
Mo. of Schoocls i i i T g e
{DepEd Personnei} - (in miilions} {in milligns} iBranches] .
NCR 605 62,779 32,004 1,740 75 2 -
REGION { 2,341 36,359 23,017 1,297 & 3 2
CAR 1,227 15,981 B, 718 280 1 1 4
REGION 11 834 26,076 16,336 1,570 2 2 2
REGION {i| 2,501 60,733 35,424 2,418 32 3 5
REGION IV-A 1,936 66,689 44,512 2,783 22 8 4
REGION V-8 1,939 22,841 15,179 - - 1 2
REGION V 2,381 47,487 29,215 1,706 4 3 4
REGION v 1,749 57,957 32,654 1,982 5 4 6
REGION Vi 775 42,215 30,896 363 4 1 S
REGION vitl 3,207 34,766 24,331 440 1 1 4
REGION IX 1,882 27,780 17,187 184 1 i 2
REGION X 2,202 28,871 18,921 581 1 1 4
REGION XI 1,749 29,375 18,956 858 3 2 3
REGION XII 1,626 27,728 18,525 466 1 1 3
CARAGA/Negros Isiand 1,332 21,365 13,655 43 2 1 2
ARMM 2,632 22,120 -
Nat'l & Reg'l Offices 58,392 1,310

Total

CBS will open 3 additional RBCs and 20 lending kiosks (on top of the 32 that we
are targeting in 2021) and set up 98 portable kiosks in 2022
DepEd numbers are based on 2020 data

1. SHIFT TO HIGHER-YIELDING LOANS

KEY FOCUS AREAS ACTUAL ESTIMATE § TARGETS PROIECTION
in PHP billions 2020 2021 2022 2023 2024 2025 2026

Housing
Auto
Personal
Handy Salary
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1. SHIFT TO HIGHER-YIELDING LOANS
Continue Personal & Handy Salary Loans

Personal Loans Salary Loans
{in PHP millions) {in PHP millions)

i

Dec 2018 Dec 2019 Dec 2020 Dec 2018 Dec 2019 Dec 2020

woem Loans OB ssowe NPL % and volume —e—Net income contribution s Loans O W NPL % and volume  —e— Net income contribution
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v Personal & Salary Loans have been consistently contributing to the Bank’s
bottom-line with its yield averaging at 18% to more than 20% per annum
The pandemic has temporarily affected the products in the form of a tepid lending
growth and deterioration in credit quality in 2020 and 2021

v Despite the external challenges, CBS existing infrastructure (i.e., salesforce,
distribution channels, credit, operations & collections support) is poised for
moderate growth of the personal & salary loans and accordingly, profitability
growth over the next years

v Personal & Salary Loans are also ancillary products for cross-selling activities of
the branches and SI.G that provide incremental value for our customers

1. SHIFT TO HIGHER-YIELDING LOANS
SME/Corp Loans

KEY FOCUS AREAS
in PHP billions

ACTUAL
2020

ESTIMATE

TARGETS PROJECTION

2024 2025

2023 2026

SME/Corp

SME 14.3 127 154 18.0 237 13.8%
Real estate/CTS 4.2 2.7 2.8 2.9 22 -5.7%
Bus & trucks 2.1 15 1.5 16 1.7 -1.7%
Smallbiz ' 0.6 10 1.1 14 18 17.5%

v" Maintain prudent-lending activities

v" Push for 50M plus loan size (REM-secured, sound financials)

v" Continue with portfolio rebalancing, NPL management and process streamlining
to reduce TAT

ACTION PL AN

a) Expansion of target industries: E-Commerce, Information and Technology,
Healthcare, Medical Supplies and Services, Food Processing, Logistics,
Construction, and Other thriving business sectors

b) Branches to be a major origination channel. Origination channels shall also
include participations in SME Events and Business Orgs, Webinar
Sponsorships, digital products, and social media

¢) Develop a strong sales culture to attract the SME market as well as their
network of suppliers and clients as part of its push for organic expansion

d) SLG, credit and operations support shall work on improving loan
processing and turn-around time to address the requirements of the market

2. BUILD-UP LOW-COST DEPOSITS/CASA
Projected Deposits & CASA %

ACTUAL ESTIMATE ARG PROJECTION

67.2
55.4% 56.0%

784 88.1
55.7% 53.6%
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a) Leverage on stronger sales culture for aggressive deposit-taking activities:
v Focusing on the identified niche market within each branch trading
area to accelerate client acquisition and leads generation
v" Implementing targeted customer acquisition and retention to ensure
efficient client servicing and product delivery
v Proactive cross-selling and nurturing customer relationships
b) Continue to relocate and revamp some branches to increase accessibility &
have a wider market reach
c) Aggressively launch social media engagement initiatives on Facebook to
reach out to the highly engaged, mobile-first market segment.
v’ this will encourage foot traffic to branches and drum up interest in
deposit offerings
d) Ramp up marketing & promotional activities suitable to the new normal by
increasing the (virtual) advertising presence for branches
e) Complete the sales team and protect performers against poaching from
competitors

3. REDUCE NON-PERFORMING ASSETS
NPL Recovery & ROPA Disposal

KEY FOCUS AREAS ACTUAL ESTIRAATE TARGETS PROJECTION CAGR
in PHP billions 2020 2021 2022 2024 2025

4.58
5.4% 45% 37% 3.1%
256 251 2.41 2.27 -2.8%

NPL% 83%:
ROPA 2.60

A) NPL RECOVERY
L Efficient management of NPL accounts:
v~ For SME/Corp loans: implement timely remediation plans and hand
hold clients in following a viable long-term remediation plan &
perform regular portfolio management reviews to determine
potentially problematic accounts and initiate corrective actions if
needed
v' For Consumer & APD loans: implement preventive & tactical
collection efforts, priority handling of high-risk accounts, and allow
partial payment or restructuring of low to medium risk accounts
v For ITLs with OB of PHP400 million: continue settlement talks for
secured accounts, expedite foreclosure process and dacion
implementation
(1 Beef up collection and recovery efforts - accreditation and engagement of
new collection agencies
B) ROPA DISPOSAL
L Convert PHPS33 million ROPAs to ready for sale and dlspose PHPS00
million ROPASs in 2022
(L Continue to utilize branch network in selling efforts, maximize use of social
media/online platform
and increase salesforce by adding new brokers/dealers
) Implement programs to a) dispose ROPA _with issues, and b) calibrated

pricing
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4. INCREASE THE NON-INTEREST INCOME

KEY FOCUS PROJECTION

in PHP miliians i 2024 2425

Service Fees
Loans 1,742 2,061 2,534 3042
Deposits 58 127 154
Digital & CMS 44 58 [
Gain on sale & foreclosure of ROPA/NCAHS 56 130 130
income from Bancassurance 41 80 80
Trading gain 25 25

Miscellaneous income
FE

e

Ayoy 577 293 354 513 549

e Growth in the core business will also result to the increase in non-interest
income on the back of higher fee-based income from Loans (i.e., APD) and
Deposits

e Branches will continue to cross-sell Bancassurance products and ROPAs

e In recognition of a market segment that demands digital products and

services, we will prioritize the upgrade of our online and mobile banking
and cash management services

5. IMPROVE OPERATIONAL EFFICIENCY
Cost to Income Ratio

7.00 75.8% 80.0%
6.00 51.4% gg gog 70.0%
- 55.5% 53.59%
5.00 ’ 60.0% |
O,
4.00 50.0%
40.0%
3.00 30.0%
2.00 20.0%
1.00 10.0%
2021 2022 2023 2024 2025 2026
Projected
smaiees OPEX (in billions) = COst-to-income %
Projected 5-YR OPEX Breakdown
KEY FOCUS ARFAS ACTUAL ESTIMATE | TARGET PROIECTION
in PHP millions 2020 2021 2022 2023 2024 025 2026

Manpower Costs 1,517

1,652 1,793 1972 2,189

Controllable Expenses 555 696 759 836 937
Non-Controllable Expenses 1,070 1344 1480 1,637 1,818
34 381 440 528
389 502 543 646

340 492 514 690

a) Workforce planning - addressing productivity through manpower optimization
b) Process improvements and automation - optimize back-end processes

12
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c) OPEX/CAPEX Management — prioritize activities that will bring in incremental
revenues

DIGITAL BANKING & ALTERNATIVE CHANNELS
Expedite the delivery of aill AUTOMATION support
. nrojects both

'CBS DISTRIBUTION NETWORK
Strong Network with Nationwide Footprint
= CBS has 150 branches strategically locaied for salional reach.

>

88 APD) Poriable KGosks
169 ATM Network

CAPITAL MANAGEMENT
Projected 5-YR Capital Ratios and Assumptions

CAPITAL ACTUAL ESTIMATE | TARGETS PROIJECTION
in PHP billions 2020 2021 2023 2024 2025 2026

Qualifying Capital 9.51 12.47 14.98 17.74 21.40
CAR 12.65% 12.97% 13.40% 13.47% 13.78%
CET1% 11.85% 12.04% 12.47% 12.52% 12.83%

a) CBS will continue to generate capital internally through accumulated profits
b) Rebalancing of the loan portfolic will allow higher increase in qualifying capital at
lower growth in Risk-Weighted Assets
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c) Availment of BSP’s Relief on Staggered booking of allowance for credit losses
over a period of 5 years amounting to PHP481 million starting 2021 (pending
BSP’s approval)

d) Utilization of the Retail Guaranty Line Facility (HGC coverage) for Housing

Leans and assign zero risk-weight for CAR purposes

e) The sale of VGP is assumed to be implemented in 2024 to strengthen the Bank’s
Capital Position and support further business expansion {about P600 million
improvement in the Bank’s Qualifying Capital)

PROJECTED BALANCE SHEET & INCOME STATEMENT
BALANCE SHEET ACTUAL  ESTIMATE PROJECTION CAGR
2020 2021 2023 2024 2025 2026 21-'26
Loans, gross of alfowance 88.7 i04.1 124.1 147.0 16.6%
ROPA 24 23 2.0

INCOME STATEMENT ACTUAL ESTIMATEQ TARGETS PROJECTION
irn PHP millions 2020 2021_ B 23 2024 2025 2026

Other income

Provisions for Losses (1,400) (1,450} (1,600) ({1,800}
Income Tax {677) {953} {989)  {1,198)

KEY FINANCIAL INDICATORS

Projected 5-YR
ACTUAL ESTIMATE ] TARGETS PROJECTION
2020 2023 2024 2025 2026

ROE . 10.55% 11.76% 14.77% 16.60%
ROA 1.27% 1.42% 1.79%  2.02%
CAR 12.97% 13.40% 13.47% 13.78%
CET1% 12.05% 12.47% 12.53% 12.84%
NPL% '5.38%  4.51% '3.69% 3.11%
NPL Coverage % 90.54%  104.76%  117.98%  125.65%
Gross NPA % 5.99% 5.11% 4.26% 3.57%
Ave. Loan Yield 7.49% 7.54% 7.559% 7.58%
Ave. Cost of Fund 1.12% 1.30% 1.46% 1.53%
NIiM on Loans 6.339% 6.19% o W;S.OS% 5.98%
CASA % 55.39% 56.05% 55.74% 53.62%
Cost-to-income % 55.49% 53.46% 50.44%  48.06%

272,000 331,060 407,000 485,000
642,000 747,000 £71,000 981,000
914,000 1,078,000 1,278,000 1,466,000

Target # of Borrowers
Target # of Depositors
Total Customers

The successful implementation of our business plan would result to the following:
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13.47% 13.78
12

3.60% a1
104.76% 117.08% 125868
5.11% 3‘5;

The President started his presentation with a brief history of China Bank Savings
from the parent Bank’s acquisition of The Manila Banking Corporation back in 2007 and
the Bank’s expansion programs inclhuding the acquisition and merger of Unity Bank, and
Planters Bank.

He manifested that the aggressive network expansion will be the Bank’s main
strategy for APD lending business to create additional customer touchpoints for wider
coverage and easier loan concept shots. He discussed the other consumer loans,
particularly on consumer loan portfolio targets, which he expressed is expected to
increase at a compounded annual growth rate of 12.4% over the next five years, driven by
about 16% compounded annual growth rate for retail housing loans. He added that for
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2022 the Bank will strive to offer faster loan processing to expand customer base with the
ongoing automation projects in the pipeline. This will include improving housing loans
turnaround time will by reducing five (5) days to three (3) days processing and auto
loans from one (1) day to three hours. He explained that these improvements on credit
approval will boost the Bank’s ability to meet the growing business volume and greater
customer to ban for speed and convenience.

The next item discussed by the President is on the average loan balance where he
explained that despite average loan balance of personnel and salary loans remaining
modest at 300 seventy 79 million and 532 million, respectively, these products have
contributed an annual average income of 60 million. The income contribution mentioned
is already net of allocated funding costs, direct support and institutional OpEx, and
provision for losses. He further explained that the management has considered personal
and salary loans as ancillary products for the cross selling activities of the branches and
provide incremental value for our customers, and CBS management would want to
maintain the personnel and salary loan portfolio which it intends to grow under more
acceptable parameters after the pandemic.

The President discussed on SME and corporate loans stressing that these are
projected to increase at a compounded annual growth rate of 10% over the next five
vears. He expressed that the portfolio will remain relatively flat in 2022 as our strategy is
to replace large corporate exposures with more manageable small to midsize ticket
accounts, that this is also aligned with the Bank’s strategy to allocate more capital for the
expansion of the APD and retail housing loan distance.

Followed by SME is his discussion on the CASA Generation where he informed
the Board that the 2022 our Casa generation will increase by 7 billion or equivalent to an
annual growth of 16%. He presented pertinent information on the measures being
implemented to further build on the Bank’s positive Casa trajectory such as relocating,
selection of non performing branches, and utilizing social media platforms to extend the
Bank’s market presence.

The President proceeded to discuss the digital banking initiatives which are in line
with the China Bank Group’s efforts on the matter. He stated that the Bank will continue
to work with the parent bank to enhance its digital banking capabilities. He added that
expediting the digital banking projects will help CBS drive towards delivering a customer
centric process, efficient and technologically driven platform, so that despite the adverse
impact of the pandemic, CBS management is optimistic that it can reduce the Bank’s
NPL ratio to 7.2% by the end of 2021. He updated the Body that for next year, the Bank
is targeting to hit an NPL ratio of 6.3%, and by 2026 the NPL ratio will be 3.1%. He
further stated that new lawyers hired by the Bank, and more external counsels were
engaged for faster resolution of items in litigation and conversion of ROPA to ready for
sale inventory. He also stated that the Bank increased its the third party service providers
to further strengthen collection and recovery efforts in consumer loans.

The next item touched by the President is on the total non-interest income which is
expected to hit 1.8 billion in 2022 and about 3.6 billion in 2026. He stressed that the APD
business will remain to be the key contributor in boosting our noninterest income,
additional fee based income is expected to be realized from digital banking, other income
and operating expenses cost to income ratio is expected to decline to 58.8% in 2022 and
below 50% by 2026. He explained on the breakdown of the operating expenses for 2022,
gross revenue growth of more than 14% will be matched by an OpEx increase of just
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9.7%. He concluded in this light that over the next five years, are level of OpEx and
CapEx will support business expansion and that's that is expected to provide higher
revenues for the bank.

The President expressed that CBS will continue to pursue strategies to fast track
and scale up ongoing digitization efforts to make banking progressively easier, safer, and
more inclusive. CBS will enhance the security features and improve the functionality of
its digital banking platforms. Projects are lined up well and teams are now moving
swiftly to ensure that the high availability of digital channels is maintained. He explained
that, with the implementation of the digital onboarding project with in the early part of
next year, the Bank expects not only to fast track its new account openings, but will
penetrate areas where CBS is not currently present, augmenting its limited branch
presence.

He discussed the total distribution network of the same 160 branches, 3 regional
business centers and 15 sales offices. These support the bank’s, consumer and SMB
lending businesses, plus the 35 APD RBCS, 52 lending kiosk and 98 portable kiosks.
Focus on this matter is to further build the Bank’s APD loan portfolio, and that all these
will be supplemented by a 169 strong ATM network.

President Dee explained that the successful implementation of this business plan is
expected to result to an improved level of profitability and capital level will be conserved
and allocated only for business expansion, and further added that by the end of 2021 the
Bank’s capital adequacy ratio will reach 13.4% and for 2022, the management expects to
maintain CAR at around 13.1%. He further states that over the next five yvears, CBS will
fund its expansion through internally generated profits and the management did not
assume additional capital infusion in our business plan as Management aims to preserve
capital in the normal course of business and disposed assets not vital to banking
operation.

In conclusion, The President expressed that for the next five years, CBS is
estimated to grow its assets by 14% from 98 Billion in 2021, 192 Billion in 2026, expect
to end 2021 with a net income of 842,000,000 or better, while for 2022 the Management
is targeting to breach the One (1) billion mark, which equivalent to an 8% eight point, 8%
ROE.

Director Sy suggested that Management can consider using data, systems and
other related information from SM Supermarkets to assist in the discussed efforts.
Director Sy stated that SM Supermarkets, have essentially the same market as CBS.

The Beard also discussed challenges on ROPA. The President explained that the
Bank has a big inventory of foreclosed assets, and with the full complement legal
compared to previous years, he is cautiously optimistic this will improve. He explained
that one of the challenges is the closure of the government agencies due to the pandemic
and assured that the Management is definitely on top of it.

Director Whang proposed for CBS to consider marketing CBC credit cards as
another avenue for additional income. President Dee expressed that the parent Bank is
always welcome to make use of CBS resources to support the business of the China Bank

group.
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The Board further discussed extensively on the proposed plans and issued the
following directives, to wit:

1. Maximize use of online/digital platforms for APD.

2. Consider the government dependencies of APD, and look into contingency plans
for APD business, projects, and projections.

3. Revisit computation of APD gross income.

4. Put emphasis on customer experience in the analysis of the target markets’
behavior for the Bank’s various business segments.

5. Consider creating a team task/force to expedite turnaround time of products
delivery, to improve customer experience.

6. Consider consulting the SM group on the behavior of the target markets.
7. Improve ROPA sales.

8. Consider marketing CBC credit cards to expand market.

9. Encourage Senior Officers to “go out™ and feel the market.

10. Make necessary revisions on the Business Plan and present its Final Form/Version
to CBC ExCom.

Upon motion duly made by Director William C. Whang and seconded by Director
Rosemarie C. Gan, the following resolution was passed and approved, to wit:

Resolution No. BR #12-10.21.2021-13
RESOLVED, AS IT IS HEREBY RESOLVED, that the Board approve in
principle as it hereby approves in in principle the 2022-2026 CBS Business Plan as
contained in the Memorandum and materials dated 21 October 2021 of the Office of the
President, Mr. James Christian T. Dee and Office of the Controller, Mr. Luis Bernardo A.
Puhawan.
CBC MCBL. Bancassurance Division

16. Offering of MCBL Product — “Secure Pinoy to CBS Branches”

The Chairman called the next item in the agenda. Atty. Constantino admitted the
Bankassurance Head, Ms. Regina Karla F. [.abatique, who presented the Memorandum
dated 14 October 2021 containing the following requests, to wit:

1. Revision of enroll ro 1 wable Term Produc
MCBL Group Yearly Renewable Term Product is a customizable group life

insurance plan for employers and organizations. This provides the employees and
their families the protection they need when misfortune happens.
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.pe Group/Division/ Effectivi
No. Name Rank & Position P ty
Branch Date
. : Special Accounts
Jose Tito G. De La M/ Account October 1,
1. Management
Paz officer . 5. 2021
Division

Upon motion duly made by Independent Director Margarita L.. San Juan and
seconded by Director Nancy D. Yang.. the following resolution was passed and
approved, to wit: :

Resolution No. BR #12-10.21.2021-20

RESOLVED, ASIT IS HEREBY RESOLVED, that the Board note as it hereby
notes the Officers® Retirement for September 16, 2021 to October 1, 2021 as contained
in the 14 October 2021 Memorandum presented by Atty. Josephine F. Fernandez, HRD
Head, to wit:

. T
No. Name Rank & Position Group/Division/ Effectivity
Branch Date
. Special Accoun
Jose Tito G. De La M/ Account P unts | etober 1,
1. Management
Paz officer . S, 2021
Division

IV. Adjournment

There being no other matters taken up, the meeting was adjourned at 4:02 in the
afternoon.

Attested to by:

ATTY. QJRO JOSE M. gONSTANTINO inn

Corporate Secretary

MNCY a. Y
Vice-Ghairm

E/A; ZZ 7

JAMESACHRISTIAN T. DEE WILLIAM WHANG

President

Approved:
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Annex 5

HUMAN REFOURCE POLICIES AND PROCEDURES MANUAL

SUBJECT: SUCCESSION MANAGEMENT PROGRAM

Pollcy Mo: Page 1015
Effectivity Dats: January 1, 2014 Approval Date: april 2, 2014
OBJECTIVES

The Bank's Succession Management Program [SMP) alms bo:
&. Comrbute 1o Implementing the Eank’s straleglc business plans;

E. ldenify high-potentlal empioyess who may be conslfered a5 possible sWocess0rs Tor key
positiones and bo prejpare, @aln and develop them; and

C. Make awvallable gualfied swccessors b assume key posillons 1 ensure ssamiless
transiion of talents In the Eank.

ROLES AND RESPONSISILITIES
&, General Responsblites
1. Business Grouwp

3. Business Group Leaders f Senlor OfMcers shal have hands-on Involvement in
the Program.

. Senlor OMcers shall be responsible Tor developing talent In thelr respective
Eroups S Dhvislons, Tor reaarding them, and for taking action for results and mon-
results.

c. For purposas of this Manual, Business Group Leaders shal refer to Sroup,
Diivision, Reglon, Anca and Department Heals as shown In Table 1.

Table 1: List of Business zroup Leadars

Branch Hon-Branch
Eroup Head Groun Head
Dieputy Groun Head Divislon Head § Clusier Head
Region Head
Depanment Head
Area Head

2. Human Respurces Dishon

The HRD Head shal b= responslble Tor giving updateiadvice to Senlor Management
dbout the Program and imporant developments, siuations and Issues [0 be resoived
n relation to the Succession Management Program of the Bank and s swbshdlares.

HRID-DEDD shall e responsible for:

3. Collecting Infomation and disseminating SMP and Successar for Ofcer Retlnees
(SFOR) Information a=ross business unks rough Susiness Group Leaders and
abher HRD Departments.
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. Providing data and process sUppOEt bto ihe Dusiness gowps, such as
documentation of competencies, perfNmance requinements,  Individual

development plans and other bools for assessment and evaluation of candidates.

POLICY GUIDELIMNES

A. The HRD Head with Group / Division Heads will Inliate identfication of target grouwp or
key positions that wil be eventualy vacated due to employee mowement, resignation or
retirement.

BE. The SFOR Includes varows scenarios for refiremeni and the processes that emanate
from each scanano of which the officers and Management hawe o follow o ensure
proger and dmely successkon from the Incumbent officer o the incoming officer, the
BUCCESEDN.

Three (3] scenanos covered by SFOR:

Scenarlp 1 - Offcers wha are nearng ithe age of S0 and gualfied for Early
e ——— |
Retrement

Includes CEC ofMcars (Assistant Manager to Senlor Vice Preslsent) who are 45 years
old bo 29 years ol whose total numiber of years with the Bank® s 10 years on the day
ne [ she reaches the e of 50.

5 - OfMcers wha are nearing the age of 55 and gqualfied for Mommal
Retiremen

Includes CBC oMcers (Assistant Manager to Senlor Vice Presigant) who ane 51 years
oid 0 54 yeans oid.

Scenarip 3 - Officers wha are nearing the age of 50 and quaifed for Deferred or Lats
Ratirement?

Includes CBC oMcers {Assistant Manager to Senlor Vice Presigant) who are 56 years
oid o 59 yeans oid.

C. Business Group Leaders will conduct Inwentory of high-potenilal employess through
discussions within thelr business uniis and HRD who can be possible SUCCEEE0rs Tor Key

T Emction 2. Earty Refirement — on e day & member afisies age S0 and after rendsring ot besest 90 pears of
condnuows: service Wil e Eank, he may, al his opion, redne amd shall b= enfbed o the retirement benefis
prosdided wmder Article Wil of the Plan (CBC Employeses” Refiremend Plan — as amenoed December 1, 1906).

4 Contiruous iy employed Wi CEC

! Secfion 1. Mommal Refreend — For the gualfied members of the Flan, normal retrement dabe shall be the @st
day of e month during which B aliains e age of S5 prosdded e Bias senved e Bank Tor ot st o (100
ConEnuous years; prowicesd Salk e employees may opt b refee on S last dey of the month durimg wiich he
abairs age 60, subject o e prowisions of Artick W1 on reirement benefis ({CAC Empioyees” Retemean Fian).

* Sartion 3. Defered or Late Retiresment — Ay mesmiser miay ontinue &0 work wich the Bank bewond bis nommal
m#ﬂEE.MEMﬁﬂwwﬂtmﬂmtmwtmmﬁﬂn
birthday, subject to the prowvisions of Articde V1 on rebrement benefis (CEC Employees” Sefiemant Ao - as
amended Derember [, T995)
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posltions In the Bank by evaluabng In ierms of compeiencles required for the posiion as
wall 35 thelr readiness to assume higher responsiblities.
If possible successor Is fTrom another uni {outside the unlt where he/she was |dentified as
a posslble  swcoessor), procedwres  stabed  below should  be Tollowed:
1. Business Group Leader will secure endorsement from his § her Group or Division
Haad
2. Business Growp Leader will Infoom HRD Head
3. HRD will securs sndorsement from candidate’s unit for eventual btransfer of
assignment
Nore: A posshile Swccessar can only be  noiwded In the Swccession
Wanagement Frogram upon  the  endorsement of hisher cument
Group £ Dhision J Reglan £ Ares Head.
D. Business Grouwp Leaders will draft individual Development Plan Tor each identifiad
poEEIDiE SUCCesE0r
E. HRD — OEDD reviews the drafed Individual Developmental Plans and revises as
necessary which wil be approved by the Line Ofcer, Growp or Division Head and Chied
Dparating Ofcer.
F. Possibie successors shall be evaluated In terms of the competencies required for the
posltion as well as their readiness to assume higher responsioliities.
CRITERIA
&, Perommance Recond
Annual performance rating of at least Good for the 131 baa (2] years
E. Disciplinary Recond
Mo disciplinary record action record for the I3st two (2) years
C. Hey Compatencles

High-potenilal employees who may be conskdered as possible sUSCesE0rs Must mest at
east proficiency Level 3 of the following key compstencles (s2e ANnex & forfhe
definition of each competency):

Proficiency Level | Proficiency Lewsl | Proficiency Lavel | Proficiency Level 4
1 3

2
Has not Has nat Has demonsirated Has fully
demaonsirated the demaonsirated the thie required demaonstrated the
required required compeiency In required
compeiency and competency bud some Insiances. compelency
curment shows apifiude and

circumstances ara potentlals to
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Insumcient 1o acquire and
FEEESE poienial. dembpnsirate it

Analytical Thinking
Business Development
Cusiomer Focus
Devaloping Othars
Entreprensunal Chentation
Goal Orientation
Managing Performanice
Operational EMciancy & EMecivensss

9. People Managsment

10. Saks Managament

11. Strategy Execution

12. Transformational Leadership

Marketing All

Operatans

Suppaort All except Sales Management and Susiness
Dewvalopment

Technical

Job-Specific Competencies

High-potenial employees who may be considered as possible SUCCEEE0r MUSE also meet
ihe |ob-specific competencies and required proficiency lewel which shall b2 determinad by
e Suesiness Groun Leaders.

PROCEDURES

1. HRD — OEDD generates Leadership Roster (Exhibit 1) every Aprl and October of
tha YEar anc E-r"ILI".Er'El:ILE-rp' conducts _l:ll} Fll'l:lr Mg for thase who are In e SFOR
and key poshions.

HRD — OEDD suomits the generated repars bo HRD Head and Gnoup ( Reglon /
Area ! Division Heads concemed for discusslon every May — June and Movember —
Drecember af the year

HRD — OEDD updates the repoms 3as necessary and resuomits 1o HRD Head and
Group  Reglon f Area ! Divislion Heads concemed untl approval.
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ayel.

up with HRD Head.

=1}

4. [Based on the discussion, Business Leaders prepare the Individual Develpment Plan
[Exhibit Z) which 5 submited to HRD — CEDD and revises R a5 necessary untl
approval of the Growg 7 Reglon 7 Area i Divislon Heads concermed and I the possible
SuccessDr |5 for a Group Head posiion, HRD — CEDD secures approval ug o OO

5. HRD - OBDD enswres that IDP |5 b=ing executad thmwgh manthly report and foliow-

HRD — OEDD prepares gquarteny SMP report which shows the percentage of
mplementation of the IDFP and submiis o HRD Head and Group § Reglon [ Area |
Division Heads concamed.

7. Business Leaders assess possible SUCCEES0rs through the Bench Assessment
[ExhibIt 3) and submits o HRD — OEDD.

3. HRD — OEDD svalates tha EEIIPIIITIFllﬁ-"IEE Banch Assessments and LIF'CIE[EE e
monthly and quarterly reports which will be submitted to the HRD Head.

9. HRD Head discusses whih Sroup f Reglon / Area § Divislon Heads concemed the
readiness of the possible sLCceEE0rs and next stheps.
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Chiira Bank Savings, Inc
Momination Process
[With Fit and Proper Rule/Guide for the Azsescment of the Mominee)

A Momination

Any shareholder of record, induding & minority shareholder, who is entitled to 2 notice and to vote
during the Annual Stockholders’ Meeting, is gualified to nominate or be niominzted.”

B. Form and Comtent
1. &l nominations shall be in writing duly signed by the nominzting sockholders or their
representatives duly authorized in writing, with the writhen aoceptance and conformity of

the nominee”

2. The romination must indicate whether the nominess is intended to be independent director
and shall contain the mominees, age educational attainment, and full disclosure of work
and/for business experience zndfor affiliations. Please see Arnnes 1 for the Nomination Form.

C. Endorsement to Board Committes

Mominations” shall be submitted &0 the Mominations Commities and/or the Corporate Gowernznce
Committee thru any member or to the Corporate Secretary.

D. Pre-Screening
1. The Mominations andfor Corporate Governance Committee shall pre-screen” the
qualifications of the nominees on the basis of the nomination andfor supporting p-:r:':'.
Ensuring that the nominee’s gualities are aligned with the Bank's strategic direction.

2. The romines must be fit and proper for the position of = direcior’

21 Whether 2 person is fit and proper for the position of a director, the folleaing
matiers must be considered by the Committes:

a Skills are sufficient to lead andfor ssist the Bank in accomplishing its vision
antd corporate goals:

‘Besed on tho 2028 Nominchion Rukes off Ching Bank, issued by thia OCS.

'rBC-CE Manusl 2015, P13

JH‘ﬂ'l.lllswﬂ AR ﬂ_|"|!'|'ii' SAC, Rule 38.82

‘The Wominotion shail be cong u:'.i.':lg the prascribed tampicha from the Nomination Ruies.

“na Committas snol st in piaca n:m.':li.':lg malicias ond porametars to anosk it o n_|:l'nr.h'l.rmj.' ravigw tha

Euuﬁ_ﬁcuﬁun-s of tha nomingas for indapendent dirsctons. Auk 38.8.3 of the Revised IRA of the SAC (2045)
Suck as but mot Mmited to the Sho-dota of tha Nomines JEEP templatal. Nomination Form, L'n-rt'i_r."cnril:ln- L
Incepencent Diractor [for msf.

TRavized CEC Nominaotions Committes Chartar (2027]

Thaons, X142.3(2027] - Duties ond resgonsisiitias of officers] Qualifications of o dirsctor.



d.

Integrity/probity, physical/mental fimess; relevant education) financial
|iteracy/training;

In assessing a director's integrity,’ probity, consideration shall be given to
the director's market reputation, obsarved conduct and behaviour, as well
as his ability to contimuously comply with company polices and applicable
laws and regulations, including market conduct rules, and the relevant
requirements and standards of any regulatory body, professional body,
clearing house or eschange, or pgovernment and any of its
instrumentalities/agencies.

Possession of competencies relevant to the job, such as knowledze and
experience, skills, diligence and independence of mind; and

sufficency of ime to fully carry out responsibilities.

232 Cualifications of an Independent Director

The list of qualifications and disqualifications of an Independent Director
are provided in &nnex 2 hereof.

Some Board-level Committess require that an independent Director should
it as a member and/or that it should be composed entirely of Independent
Directors. Each of this committee may require certain skills or educational
background. The attached Annex 3 summarized these qualifications on a
per Committes basis.

The Comrittee in assessing the nominee shall consider the Bank's policy on diversity to
ensure optimal mix in the members of the Board. Please refer to Annex & for the Diversity

b.
3. Board Dieersity
Palicy.
Use of & Search Firm

In accordance with the Bank's CG Manual, The Board of Directors may use professional saarch firms
or other extemnal sources of candidates when searching for candidates for the Board.

List of Candidates

1

if there is not enough nominees for directors and/or |0s, the Nominations and/or Corporate
Fovernance Committeas, jointly or separately, as may be agreed upon among the membears,
may by majority vote nominate such number of nominees for the said position and indude
them in the final list for the Stockholders' Mesting.

The Committees shall prepare a final list of candidates containing all relevant mformation
about the nominees (indicate the nominees for Independent Director).



3. only nominess whose name appears on the Final List of Candidates shall be eligible for
election a5 Independent Director/s. Mo other nominations shall be entertained after the
Final List of Candidates shall have been prepared. Mo further nominations shall be
entertained or allowed on the floor during the actua stockholders’ mesting ?

*Rule 30.8.5, Revised IFR of the SAC [2045).
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INTERNAL AUDIT CHARTER

Purpose and Mission

The purpose of CBS' Intemal Audit Division le provide an Independent. objective assurance and consulting
services designed to add value and help improve the Bank's internal control processes, such as financial
reporting control, infoermation technology control and security, and operational controls. The mission of
Intemal Audit | to enhance and protect the organizational value by providng risk-based and objectve
assurancs, advice, and insight

It helps the Bank accomplish its objectives by applying a sysiemalic, discipined approach to assess /
cvaluate the cffectiveness of Bank operations in terms of risk management, control, and governance
processes

Authority, Role, Indepandence and Objectivity

Internal Awdit Division shall have authority and unrestricted access to all records. documents, personnel
and physical properties of the Bank's operating units whenever relevant to the exercise of iis assignment

Internal Audit shall assist the BOD | Bank Management in performing their legal obigations for ensuring
proper and reasonable operations of the Bank, and in the management of financial, aperational, and
regulatory risks, Intermmal auditors are responsible in providing information aboul the adeguacy and
effectiveness of the organization’s system of intemal contral and the qualily of performance.

To ensure and provide for mdependence of the Intemal Audill function and obyecltivity of its personnel, the
internal auditors report to the Head of Intemal Audit (CAE) who in tem reports functionally to the Board of
Directors (BOD) through the Audit Committee, and administratively to the Prasident. The Head of the
Interna! Audit shall annually confam to the Board the organzational independence of the intemal audit

To further rainforca 1AD's independence end objeciivity, the following shall be observed:

1. The intarnal audit activity shall remain free from Interference by any slemsnt In the organization,
including matters of audit sslection. scope, proceduras, freguency, tming, or report content to exhibi
necessary independant and cobjectwve mental attitude. They must be free to report awudit results,
findings, opinions, appraisals and other information to the appropriate leval of management.

2. Internal auditors must axhibit the highest level of proflessional cbjectivity in gathering, evaluating, and
communicating mformation about the actvity or process being examined. They must make a balanced
assassment of all the relevant circumstances and not be unduly influenced by their own interests or by
others in forming judgments.

3. Internal suditors should not engage in aclivities, which they are normally expected to review and
evaluate. They must be independant of the activitkes sudited and from day-to-day mtemal control
processas. They should not participate in any activities or relationship that may be in conflict with the
interest of the Bank.

Scope of Work
In ordar to fulfi its mission, the IAD’Ss scope of work shall include the following:

1. Examination and evaluation of the adequacy and effectiveness of the mtemal contro! systems;
2. Review of t}w appication and effectiveness of risk management procedures and risk assessment

methodologies; ;
3. Review of the managemen! and financial information syslems. including the electronic informalion
system and electronic banking senices;

“\. "(.- '\1 e
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Assessment of the accuracy and reliabidity of the accounting system and of the resulting financial
reports;

Review of the systems and procadures of safeguarding assets;

Reviaw of the systems of asseseing capilal in relaliv o i estinele of tiganizatonal nek;

Transaction testing and assessment of specific internal control procedures;

Review of the compliance system and the implsmentation of established policies and procedures;
Perform other audd procedures a3 needed o carrying out its function as Infernal Audit of the Bank.

IAD may also pedorm consulfing services, with full disclosure in the reporbng procéss, & I6ig a3
consistent with the méssion of IAD and would nol necassanly impawr IAD's objectivily and without the
intemal Audors assuming Management's responsibility. Such consuling services will generally be
relaled 1o assessing the Impact of changss being considered or implemented in the CBS' risk
manacemeant. control. and 00Vernancs Drocasses

O@DNRG »

Accountability

The CAE, in the discharge of hiaher duties, shall be accountable lo the Management and the Audit
Committee to:

a  Develop and execute a risk-based mtemal audit plan thal focuses on effectively reviewing and

ftzonmmug CBS' key risks and related controls.  Such plan shall be presentad to the Audit Committea
r approval,

b Periadically review the internal audit charter and presents it 1o senior managemant and the Board thru
Audit Cunmmilluy o spgsuval

c. Issue an audit report for each audil conducted summarizing significant findings, recommandations and
the responsas and/or actions taken or commiled to be taken with planned targel dates of the business
unit audited. Results of the aud shall be timely presentad to the Committee.

d. Conduct follow-up audds fo check and ensure that cammitied corrective measures have been taken to
address the audit tindings.

@ Coordinate with other control and maonitoring units {Lagsl, Risk Management, Compliance, Securily) o
ensure smooth running of the control framework of the Bank, and with external audiors to avoxd
duplication of work and efforts.

1. Develop & maintain a quality assurance and ant program & communicale the results to Audit
Committee including the ongoing and pedodic Interna! assessments as well as external assessments
conducted at least every five (5) years

g Maintain a professional Awdit Personnel with sufficle nt knowledge, skills and professional experence
to meet the 1AD's requirements. Otherwise, obtain competent advice and assistance from exiernal
sanicn providars if the internal auditors fack the knowledpe. skills. or other competencies needed (o

perform all or part of the engagement.

Standards

The IAD will be aguided by and sirive 1o meet the International Standards for the Professionad Praclice of
Internal Audiling (Standards) of the Institute of internal Auddors, Core Pnnclplos Code of Ethics and the
Definition of Intemal Auditing. Also, In line with carrying 1AD's function, it shall likewise adhere to the
internal audi standards as prescribed by the Bangko Sentral ng Pilipinas per Circular 499 Series of 2005,
including subsequent amendments thereto.

I his Internal Audd Chartér $hall be réviewed pafadically 1o kaap It updatad, approprime, and prudent in
consideration of the changes in circumstances and business in genaral,

5 Truna Book Sovngs
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Risk management activities broadly take place simuftaneously at the following different hierarchy levels.

a. Strategic Level: This level encompasses the functions performed by 3enior Management,
the Risk Management Committee (RMC) and the Board of Directors (BOD) such as
ascertaining the Bank's risk appetite, formulating strategy and palicies for managing risks
and establishing adequate systems and controls to ensure that overall risk remain within
acceptable level and the reward compensate for the risk taken. This is part and parcel of
the Business Planning and Budget Process.

b. Portfolio Level: This level encompasses the monitoring of the risks within a business area
or across business lines, to ensure that the risks taken are within the appetite of the Board
of Directors.

C Transactional Level: This level refers to the risk management activities performed by the
Risk-Taking Personnel {i.e. individuals who take risks on the Bank's behalf such as front
office and loan origination function) as they search for opportunities in the market and
estimate the risks involved prior to the actual risk-taking.



Risk Management Framework

1 Risk Process Map

The Risk Process Map as depicted below traces out a complete and coherent risk management plan that
is performed at three different levels: the strategic level, the transaction level and the portfolio level.

Strategic Lewvel
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The first level provides a macro perspective. It starts with the basic reward,risk trade-off
analysis whers the business plan, through the budget process relates the amournt of risks
1o be taken to achieve the desired revenue goals. The risk approval process should be
consistent with the budget approval process.

The next stage does not originagte from metrics and models but from a cultural change
that defines the Bank's philosophy on risk. This process emanates from and is a prime
responsibility of the Chief Operating Officer (C00)/President and the Board of Directors.
They establish the risk culture and the risk management organization and incorporate the
risk process as an essential part of the corporate strategic plan.

Institutionalizing a risk management culture reguires organizational changes for the Bank.
To start with, the Risk Cversight Committee (ROC) has been formalized to establish the
risk culture and to set the tone for all institutional risk-related activities. Risk policies and
procedures shall be formulated and approved by the Board. This requires a top-down
process involving Senior Management to recognize the potential impact of risk events on
the Bank's profitability.

By contrast, the second (transaction) level and the third (portfolio) level look at the
specifics - the risk concepts, trading tools, analytical models, statistical methodologies,
historical studies and market analysis which are requisites of a coherent risk management
system.

These stages constitute the nature/essence of the risk process. It involves establishing
core competencies of the Bank in recognizing, dimensioning, limiting, assessing,
assuming, managing, controlling and monitoring risks. It starts with risk identification
covering the entire spectrum of risk-sensitive positions and ends with assessing the risk-
taking activities through performance metrics, which serve as rational basis for future
business plans.

Specific tools and technigues are required to manage risks effectively. Management
reports should be generated to provide the Risk Owversight Committee and Senior
Management a snapshot of the overall risk positions of the Bank and the financial results
if risk/reward exposures were to be realized at prevailing or at simulated market rates.

The investigation, analysis, and evaluation performed by the Risk-Taking Personnel [RTF),
the Risk Management Division (RMD) and the Risk Control and Compliance (RCC) units
constitute the essential day-to-day activities of risk management.
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This is an armaal cerrificarion as to the attendance of the Board of Directors of CHINABANE SAVINGS,
INC. for the vear 2021, in compliance with the Manual on Corporate Grovernance in matres form.

g of

NAME OF | s e & 15 [ oEe | oar | oas [ e | oee | oee |, o *mr
DIEECTORS I | FER. | Meam | MaR | PR [Mav] s | | (aoe]see | SO sov] el

jus s plcablss
Ricardes E. Chua | o 5 | o o o 5 | | | .| | o 1005
Namcy D Yang “ . 5 “ . | J A A A ] . 100%
| Alexander C. Ezcmcha | % - | Y | WA |INANANANANANANA| NA S0t
Jame: Christian T. Dee | 34 |24 [ma|wa| « | v | v || |||« «] + 200%
William . Whang “ i “ i . . SO R I I IR N o S0t
Eosemarie C. Gan .| o 5 o - + I I I I A R . 100%
Patrick . Cheag N . 3 " I I IV I R I O I I 100%s
lAlberm 5. Yao | Y 5 .| Y W | BA A RCA|NA N A NA | NA| MNA S00%
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Herbert T. Sy, Jr. wa |wa [wa | wa [wawal | v 9| v ] 4 “00%
Philip 5. L. Tai I I T N I I I IO I I I BRI I 100%
Marparita L. Sam Juan | | + i o | SO I N O I N 4 100%
Claire Ann T.Vap SN I I I I (NN A BN (RO I I I T I 100%
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REPUBLIC OF THE PHILIPPINES)
MAKATI CITY ) S.S.

SECRETARY’S CERTIFICATE

I. Atty. ARTURO JOSE M. CONSTANTINO III, of legal age. with office address at
26th/F The Salcedo Towers. 169 H. V. Dela Costa Street, Salcedo Village. Makati City,
Philippines. after having been duly sworn to in accordance with law. hereby certify that:

I am the duly appointed Corporate Secretary of CHINA BANK SAVINGS, INC.. (the

“Corporation”), a thrift banking corporation duly organized and existing under and by virtue

of the laws of the Republic of the Philippines, with principal office at CBS Building. 314 Sen.
Gil Puyat Ave.. Makati City. Philippines:

As Corporate Secretary. I have possession of the records of the Corporation. including

the minutes of the meetings of the Board of Directors. Executive Committee and other Board-
approved Committees:

During the regular meeting of the Board of Directors of the Corporation held on 18
March 2021. via virtual meeting (MS Teams Platform) at which meeting a quorum was

present and acting throughout, the following resolution was duly passed and approved:

APPROVAL OF THE 2020 AUDITED
FINANCIAL STATEMENTS:

Resolution No. BR No. #04-03.18.2021.14

Resolution (NO. B 8. e ——

Acting on the Results of SGV Audit of the Financial Statements of China Bank

Savings. Inc. as of and for the period ended December 31. 2020. the following resolution was
passed and approved:

«“RESOLVED, AS IT IS HEREBY RESOLVED, to approve the Financial
Statements as of and for the year ended December 31, 2020. audited by Sycip Gorres Velayo
& Co.

On motion duly made and seconded. the following members of the Board present have
taken note and authorized for issue said Audited Financial Statements and instructed

management to address comments of the external auditors noted during the audit.

The above resolution is still in full force and effect and has not been revoked

1. Ricardo R. Chua Chairman of the Board
2. Nancy D. Yang Vice Chairman

3. William C. Whang Director

4. Alexander C. Escucha Director

5. Rosemarie C. Gan Director

6. Patrick D. Cheng Director

7. Alberto S. Yao Independent Director
8. Margarita L. San Juan Independent Director
9. Philip S. L. Tsai Independent Director
10. Claire Ann T. Yap Independent Director™
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OFFICE OF THE CORPORATE SECRETARY

NOTICE OF ACTIOMN
OF THE
AUDIT COMMITTEE
Ta . | Mr. Frederick M. Pineda, Intersal Audit Division Head
oo | By, Mayeth P Roxas, AT Branch Audit Depariment Hewsd

: | Mr. Joseph B. Panganiban, 1AD Head Office Department Head
i | Ms, Julse Ann 5. Pring, [T Audil Depariment Heaad

Subjects | | For Audit Committee Approval
_ 2021 Audit Plan
Daie i | Febroary 18, 2021 _

Please be informed that the Auvdit Committee of China Bank Savings, [ne., in its regular
virtuzl meeting held on February 18, 2021 via M5 Teams Platform, wheeeln a quosam was
present and acted throughout, passed Resolution Mo, AC #01-02.18.2021.09, approving the
2021 Auwdit Plan, as per submitted presentatisn materials.

For vour information and’or immediate action please.

-y
Adry, hrluﬁﬁm
Comporate Secretary
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L 2021 Audit Plan I
Mo, of Audit Ho. of
_ Engagements Covered Units

Branch™ 104 104
Head Ofihe™ 10 33
Tatal 120 1549

*Rranch Audit - Based on Ask Assessment, 130 branchesfcash centers shauld be
ALY (OE 2O L 1R A g L e s wpuie, Dussee, Lo v esising nondoys
3 Officers and 10 Audit Assistants], 26 branches classified as Moderate would be
defarred to 2022,

sxlnad Office Audit = Based on Risk Assessment, 63 Units should be sudited for
1021 ww LabLle up mith i Jopem wodit cpoh, omcwcr, baxod on cnisting mand ey {1
Offacers and B Audit Assistants], 16 audit projects planned for 2021 could cower only
55 Units and thus B wnits classilfed as Weodsrate would be deferred 1o 20232,

2021 Audit Plan

Branch Audit

¥ Shift to remote and continuous auditing as alternative
to traditional audit

¥ Shift from audit rating to risk rating/overall assessment

v Use of interviews, guestionnaires and information

obtained thru virtual, phone and email

communications




2021 Audit Plan
Branch Audit |

¥ LUse of data analytics of CBC once 5LA has been |
finalized with CBC '

¥ Conversion of P100 meal allowance and P100 travelling
allowance per day of fieldwork to PZ00 phoneg/internet
allowance per audit engagement which will result in
cost saving for the Bank

¥ Request for lifting of freeze-hire for Internal Audit
Division to fill the vacancies

2021 Audit Plan |

Head Office Audit

v Shift to strategic audit approach as alternative to
traditional audit to align audit engagements with
Bank's strategic objectives

Shift from audit rating to risk rating/overall assessment

<,

v Use of data analytics of CRC ance SLA has been
finalized :
v" Request for lifting of freeze-hire for Intermal Audit

Division to fill the vacancics




