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Item 1. Management's Discussion and Analysis of Financial Condition and Results of
Operations.

A. Analysis of Statements of Financial Position
As of March 31, 2024 (Unaudited) and December 31, 2023 (Audited)

The Bank’s total assets as of March 31, 2024 was recorded at P162.97 billion, higher by 3.52%
compared to BP157.44 billion as of December 31, 2023 mainly from the significant growth in loans
and receivables.

Cash and other cash items which include due from other banks, interbank loans receivable and
securities purchased under resale agreements decreased by 15.03% to P16.99 billion from R20.00
billion from the drop in placements with the BSP and deposits with correspondent banks and from
lower overnight placements with the BSP.

Total investment securities amounted to P20.56 billion, up 9.83% compared to December 2023
balance with the build-up in such investments. The Bank’s securities portfolio accounted for 12.62%
and 11.89% of total assets as of March 31, 2024 and December 31, 2023, respectively.

Loans and receivables, net of allowance and unearned interest and discounts, is at B116.71 billion,
higher by P6.40 billion from December 2023 level of B110.32 billion representing 71.62% of total
assets. Gross loan portfolio increased to P119.90 billion mainly due to the significant loan releases
for the current year, resulting from the Bank’s strategy to shift to higher-yielding loans and
accordingly, focus on the retail and SME segments of the market. On a per product basis, the
consumer loans led by the retail housing and auto loans, and the Bank’s APD or teachers’ loans
reported a consistent increase in its share of the total loan portfolio on a year-on-year basis.

Investment properties slightly decreased to P1.90 billion as of March 31, 2024 from B1.95 billion in
December 2023 due to non-performing asset recoveries. Non-current assets held for sale increased
to B319.56 million as of March 31, 2024. Meanwhile, property and equipment increased by 1% or P
18.79 million, attributed to the Bank’s distribution network expansion activities.

Deposit liabilities increased by 3.49% and ended at B142.46 billion as of March 31, 2024, of which
CASA (demand and savings deposits) totaled P46.41 billion. CASA’s share of the total deposits is
32.57%, slightly lower than the end-2023 ratio of 34.23%. Meanwhile, high-cost funds composed of
time deposits, increased by 6.10% to P96.06 billion due to the increase in funding requirements
brought by the growing loan demand.

Manager’s checks decreased by 41.92% to P400.54 million and accrued interest and other
expenses was 13.43% higher at P1.16 billion because of the booking of interest accruals and other
operating expenses.

Total capital improved to P16.08 billion, a 2.77% increase from the P15.65 billion posted as of
December 31, 2023, or an increase of P432.75 million as a result of the higher operating income of
the Bank for the first quarter of 2024.
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B. Discussion of Results of Operations
For the period ended March 31, 2024 and March 31, 2023 (Unaudited)

The Bank posted a net income after tax of R461.70 million for the first quarter of 2024. This is
9.90% or P41.60 million better compared to the same period last year.

Total interest income totaled P3.37 billion, higher by 26.51% or B705.70 million versus the same
period last year mainly due to the significant expansion in the lending books and growth in securities
portfolio. Interest income from loans and receivables improved by 23.74% to P2.92 billion on the
back of robust loan portfolio expansion. Interest income from trading and investments securities
recorded a 2.5x growth from the build-up in securities holdings while interest income from due from
BSP and other banks decreased from P216.79 million to P147.10 million with the lower volume of
placements with the BSP and other banks.

Total interest expense increased to P1.42 billion, P516.28 million or 57.42% larger than last year as
interest expense on deposit liabilities increased by 58.15% to P1.40 billion arising from the deposit
expansion and higher funding cost.

Despite the growth in interest expense, the net interest income for the quarter ended March 31,
2024, increased to P1.95 billion. Other operating income consisting of service fees from lending and
deposit-generation and recovery-related activities was recorded at P239.45 million.

Total operating expenses increased to P1.66 billion mainly from higher revenue-related costs due to
business growth and higher core operating. The Bank continued its investment in distribution
network expansion, technology, system upgrades, and customer acquisition initiatives.
Compensation and fringe benefits increased by 8.34% to P400.19 million. Depreciation and
amortization of Bank’s properties and leasehold improvements increased from BP112.65 million to P
118.50 million. Taxes and licenses increased by 36.97% to P200.64 million from P146.49 million
mainly from higher revenue- and volume-related taxes arising from business growth. Documentary
stamp taxes increased to P169.99 million due to the deposits growth, while insurance which
includes PDIC premium payments, grew 23.51% to P104.11 million with the annual expansion in
deposits. Acquired asset and other litigation expense increased by 2.25% attributed to the Bank’s
continued recovery efforts. Miscellaneous expenses was higher than the previous year at P111.06
million with the overall ramp-up in business activities, and lending and deposit generation initiatives.

For the first quarter of 2024, the Bank set aside P240.06 million in provision for impairment and
credit losses, 22.57% lower than the previous year in line with the Bank’s prudent provisioning

policy.
C. Analysis of Key Performance Indicators

Capitalization
The Bank’s total capital adequacy ratio (CAR) ratio was registered at 12.25%. The Bank’s capital is
largely comprised of CET 1/ Tier 1 (core) capital at 11.32%.

Asset Quality
Gross non-performing loans (NPL) ratio improved to 3.40% and non-performing loan coverage
increased to 81.99%.

Liquidity
Liquid assets to total assets ratio is at 23.04% and ratio of loans to deposits is at 81.93%.

Profitability

SEC Form 17-Q | For the period ended March 31, 2024
CHINA BANK SAVINGS, INC.



The Bank’s net income of P461.70 million resulted to an annualized return on equity (ROE) of
11.64% and annualized return on assets (ROA) of 1.15%. Cost-to-income ratio is at 64.57%.

Key Variables and Other Qualitative and Quantitative Factors
a) Liquidity

The Bank manages its liquidity position to ensure that it has more than adequate funds to
meet its obligations at any given time. The Bank monitors its daily liquidity and reserve
position by determining inflows and outflows, short-term and long-term obligations, holdings
and repayments. Short-term liquidity management identifies obligations and repayments in
the next 12-months, aids in the determination of the securities trading strategy, and
influences the Bank’s pricing mechanism. On the other hand, long-term liquidity
management covers maturing obligations and repayments of loans and investments beyond
the next 12-months.

The level of liquid assets remained strong, exhibiting healthy growth in both placements with
BSP/other banks and investments.

With the Bank’s current capitalization, current liquidity position, strong deposit growth trend,
continuing development of retail and corporate accounts, and prudent liquidity management,
CBS does not anticipate encountering any cash flow or liquidity problems in the next 12
months. It remains confident of its ability to meet its obligations and is committed to
providing the necessary funding to support the projected loan growth, investment activities
and expenditures for 2024.

b) Events that will Trigger Direct or Contingent Financial Obligation

In the normal course of the Bank's operations, there are various outstanding commitments
and contingent liabilities such as guarantees and commitments to extend credit, which are
part of its lending and related businesses but due to their nature, may not be reflected in the
accompanying financial statements. The Bank, however, does not anticipate significant
losses as a result of these transactions. Also, several suit and claims, in behalf or against
the Bank in relation to its operations, are pending before the courts and quasi-judicial bodies.
In the opinion of management, these suits and claims, if decided adversely, will not involve
an amount having a material effect on the financial statements.

c) Material Off-Balance Sheet Transactions, Arrangements and Obligations

The following is a summary of the Bank’s commitments and contingent liabilities at their
equivalent peso contractual amounts:

March 31, 2024 December 31, 2023

Credit lines R1,627,222,462 P1,606,914,018
Standby domestic letters of credit 74,201,021 82,681,021
Late deposits/payments received 26,630,711 18,430,808
Outward bills for collection 2,058,093 2,026,255
Others 1,015,275 438,133

R1,731,127,562 P1,710,490,235

None of these off-balance sheet transactions, arising in the ordinary course, either
individually or in the aggregate, are expected to have a material adverse effect on the Bank’s
financial condition.
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d) Material Commitments for Capital Expenditures

The Bank expects to incur capital expenditures related to the ongoing distribution network
expansion plan and technology-related investments.

e) Causes for Any Material Changes from Period to Period of Financial Statements

See previous discussion on Analysis of Statements of Financial Position and Discussion of
Results of Operations.

f) Known Trends, Events or Uncertainties or Seasonal Aspects

Changes in the Bank’s financial condition or operation were due more to external factors
such as interest movements and cost of borrowings rather than seasonality or cyclical
aspects.

Item 2. Financial Statements.
Basis of Preparation

The accompanying interim financial statements of the Bank have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). All values are rounded to the nearest thousand
peso unless otherwise stated.

The interim condensed financial statements do not include all the information and disclosures
required in the annual financial statements, and should be read in conjunction with the Bank’s
financial statements as of December 31, 2023.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year except for
the following new accounting pronouncements which became effective in 2023. These changes in
the accounting policies did not have any significant impact on the financial position or performance
of the Bank.

o Amendments to PAS 12, Deferred Tax related to Assets and Liabilities arising from a Single
Transaction
Amendments to PAS 12, International Tax Reform — Pillar Two Model Rules

o Amendments to PAS 8, Definition of Accounting Estimates
Amendments to PAS 1 and PFRS Practice Statement 2, Disclosure of Accounting Policies

Standards Issued but Not Yet Effective

These are new PFRSs and amendments, interpretation and annual improvements to existing
standards that are effective for annual periods subsequent to 2023. Management will adopt the
following relevant pronouncements in accordance with their transitional provisions; and, unless
otherwise stated, none of these are expected to have significant impact on the Bank’s financial
statements:

Effective beginning on or after January 1, 2024

¢ Amendments to PAS 1, Classification of Liabilities as Current or Non-current

¢ Amendments to PFRS 16, Lease Liability in a Sale and Leaseback

e Amendments to PAS 7 and PFRS 7, Disclosures: Supplier Finance Arrangements
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Effective beginning on or after January 1, 2025
e PFRS 17, Insurance Contracts
o Amendments to PAS 21, Lack of exchangeability

Deferred effectivity
¢ Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution
of Assets between an Investor and its Associate or Joint Venture

Summary of Significant Accounting Policies

Fair Value Measurement

The Bank measures financial instruments, such as financial assets at fair value through profit or loss
(FVPL) and fair value through other comprehensive income (FVOCI), at fair value at each reporting
date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

¢ in the principal market for the asset or liability, or

e in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Bank. The fair value
of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

If a financial instrument measured at fair value has a bid price and an ask price, the price within bid-
ask spread that is most representative of fair value in the circumstances shall be used to measure
fair value regardless of where the input is categorized within the fair value hierarchy.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Bank uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

e Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

e Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

o Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Bank determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.
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For purposes of fair value disclosures, the Bank has determined classes of assets and liabilities on
the basis of the nature, characteristics and fair value hierarchy as explained above.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include cash and other cash items,
due from BSP and other banks, and securities purchased under resale agreements (SPURA) that
are convertible to known amounts of cash and which have original maturities of three months or less
from dates of placements and that are subject to an insignificant risk of changes in value.

Due from BSP includes the statutory reserves required by the BSP which the Bank considers as
cash equivalents wherein withdrawals can be made to meet the Bank’s cash requirements.

SPURA

The Bank enters into short-term purchases of securities under resale agreements of identical
securities with the BSP. Resale agreements are contracts under which a party purchases securities
and resells such securities to the same selling party at a specified future date at a fixed price. The
amount of advances made under resale agreements are carried as SPURA in the statement of
financial position. SPURA are carried at cost. Interest earned on resale agreements is reported as
‘Interest income’ in the statement of income.

Financial Instruments - Initial Recognition and Subsequent Measurement

Date of recognition

Purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace are recognized on settlement date.
Settlement date accounting refers to (a) the recognition of an asset on the day it is received by the
Bank, and (b) the derecognition of an asset and recognition of any gain or loss on disposal on the
day that such asset is delivered by the Bank. Any change in fair value of unrecognized financial
asset is recognized in the statement of income for assets classified as financial assets at FVPL, and
in equity for assets classified as financial assets at FVOCI. Deposits, amounts due from banks and
customers and loans and receivables are recognized when cash is received by the Bank or
advanced to the borrowers.

Initial recognition of financial instruments
Financial instruments are initially recognized at fair value. Except for financial assets and financial
liabilities at FVPL, the initial measurement of financial instruments includes transaction costs.

‘Day 1’ difference

Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Bank recognizes the difference
between the transaction price and the fair value (a ‘Day 1’ difference) in the statement of income
unless it qualifies for recognition as some other type of asset. In cases where the transaction price
used is made of data which is not observable, the difference between the transaction price and
model value is only recognized in the statement of income when the inputs become observable or
when the instrument is derecognized. For each transaction, the Bank determines the appropriate
method of recognizing the ‘Day 1’ difference amount.

Classification, Reclassification and Impairment of Financial Assets

Classification and measurement

The classification and measurement of financial assets is driven by the entity’s contractual cash flow
characteristics of the financial assets and business model for managing the financial assets.

As part of its classification process, the Bank assesses the contractual terms of financial assets to
identify whether they meet the ‘solely payments of principal and interest’ (SPPI) test. ‘Principal’ for
8
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the purpose of this test is defined as the fair value of the financial asset at initial recognition and
may change over the life of the financial asset (e.g., if there are repayments of principal or
amortization of the premium or discount).

The most significant elements of interest within a lending arrangement are typically the
consideration for the time value of money and credit risk. To make the SPPI assessment, the Bank
applies judgment and considers relevant factors such as the currency in which the financial asset is
denominated, and the period for which the interest rate is set. In contrast, contractual terms that
introduce a more than de minimis exposure to risks or volatility in the contractual cash flows that are
unrelated to a basic lending arrangement do not give rise to contractual cash flows that are solely
payments of principal and interest on the amount outstanding. In such cases, the financial asset is
required to be measured at FVPL.

The Bank determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective.

The Bank's business model is not assessed on an instrument-by-instrument basis, but at a higher

level of aggregated portfolios and is based on observable factors such as:

o how the performance of the business model and the financial assets held within that business
model are evaluated and reported to the entity's key management personnel;

¢ the risks that affect the performance of the business model (and the financial assets held within
that business model) and, in particular, the way those risks are managed;

o how managers of the business are compensated (for example, whether the compensation is
based on the fair value of the assets managed or on the contractual cash flows collected); and

o the expected frequency, value and timing of sales are also important aspects of the Bank’s
assessment

The business model assessment is based on reasonably expected scenarios without taking 'worst
case' or 'stress case’ scenarios into account. If cash flows after initial recognition are realized in a
way that is different from the Bank's original expectations, the Bank does not change the
classification of the remaining financial assets held in that business model, but incorporates such
information when assessing newly originated or newly purchased financial assets going forward.

The Bank’s measurement categories are described below:

Financial assets at amortized cost

Financial assets are measured at amortized cost if both of the following conditions are met:

e the asset is held within the Bank’s business model whose objective is to hold financial assets in
order to collect contractual cash flows; and,

¢ the contractual terms of the instrument give rise, on specified dates, to cash flows that are SPPI
on the principal amount outstanding.

Financial assets meeting these criteria are measured initially at fair value plus transaction costs.
They are subsequently measured at amortized cost using the effective interest method, less any
impairment in value. The amortization is included in ‘Interest income’ in the statement of income.

Gains or losses are recognized in statement of income when these investments are derecognized or
impaired, as well as through the amortization process. Gains or losses arising from disposals of
these instruments are also included in ‘Gains (losses) on disposal of financial assets at amortized
cost’ in the statement of income. The ECL is recognized in the statement of income under provision
for impairment and credit losses. The effects of revaluation or foreign currency-denominated
investments are recognized in the statement of income.
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The Bank’s investment securities at amortized cost are presented in the statement of financial
position as cash and cash equivalents, investment securities at amortized cost, loans and
receivables and certain accounts under other assets.

The Bank may irrevocably elect at initial recognition to classify a financial asset that meets the
amortized cost criteria above as at FVPL if that designation eliminates or significantly reduces an
accounting mismatch had the financial asset been measured at amortized cost.

Financial assets at FVPL

Debt instruments that neither meet the amortized cost nor the FVOCI criteria, or that meet the
criteria but the Bank has chosen to designate as at FVPL at initial recognition, are classified as
financial assets at FVPL. Equity investments are classified as financial assets at FVPL, unless the
Bank designates an equity investment that is not held for trading as at FVOCI at initial recognition.

Financial assets at FVOCI - equity investments

At initial recognition, the Bank can make an irrevocable election (on an instrument-by-instrument
basis) to designate equity investments as at FVOCI; however, such designation is not permitted if
the equity investment is held by the Bank for trading. The Bank has designated its unquoted equity
investments as at FVOCI as these are not held for trading purposes and are not intended to be sold
in the foreseeable future.

Financial assets at FVOCI are initially measured at fair value plus transaction costs. Subsequently,
they are measured at fair value, with no deduction for any disposal costs. Gains and losses arising
from changes in fair value are recognized in other comprehensive income and accumulated in net
unrealized losses on investment securities in the statements of financial position.

When the asset is disposed of, the cumulative gain or loss previously recognized in the net losses
on investment securities account is not reclassified to profit or loss, but is reclassified directly to
‘Surplus-free’ account. Any dividends earned on holding these equity instruments are recognized in
profit or loss under ‘Miscellaneous income’ account.

Financial assets at FVOCI - debt investments

The Bank applies the category of debt instruments measured at FVOCI when both of the following

conditions are met:

¢ the contractual terms of the instrument give rise, or specified dates, to cash flows that are SPPI
on the principal amount outstanding; and

e the instrument is held within a business model, the objective of which is achieved by both
collecting contractual cash flows and selling financial assets.

Debt instruments at FVOCI are subsequently measured at fair value with gains and losses arising
due to changes in fair value being recognized in OCI. Interest income and foreign exchange gains
and losses are recognized in profit or loss in the same manner as for financial assets measured at
amortized cost. The ECL calculation for financial assets at FVOCI is explained in the ‘Impairment of
Financial Assets’ section.

On derecognition, cumulative gains or losses previously recognized in OCI are reclassified from OCI
to profit or loss.

Reclassification

The Bank can only reclassify financial assets if the objective of its business model for managing

those financial assets changes. Accordingly, the Bank is required to reclassify financial assets:

(i) from amortized cost to FVPL or FVOCI, if the objective of the business model changes so that
the amortized cost criteria are no longer met; and,
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(i) from FVPL to amortized cost or FVOCI, if the objective of the business model changes so that
the amortized cost or FVOCI criteria start to be met and the characteristic of the instrument’s
contractual cash flows are SPPI; and,

(iii) from amortized cost to FVOCI if the business model changes so that the objective becomes
both to collect contractual cash flows and sell or from FVOCI to amortized cost if the business
model becomes solely for the collection of contractual cash flows.

Reclassification of financial assets designated as at FVPL or equity financial assets at FVOCI is not
permitted.

A change in business model occurs when the Bank either begins or ceases to perform an activity
that is significant to its operations. A change in the objective of the Bank’s business model will be
effected only at the beginning of the next reporting period following the change in the business
model.

Impairment of financial assets

Expected credit losses (ECL) represent credit losses that reflect an unbiased and probability-
weighted amount which is determined by evaluating a range of possible outcomes, the time value of
money and reasonable and supportable information about past events, current conditions and
forecasts of future economic conditions. ECL allowances are measured at amounts equal to either
(i) 12-month ECL or (ii) lifetime ECL for those financial instruments which have experienced a
significant increase in credit risk (SICR) since initial recognition (General Approach). The 12-month
ECL is the portion of lifetime ECL that results from default events on a financial instrument that are
possible within the 12 months after the reporting date. Lifetime ECL are credit losses that results
from all possible default events over the expected life of a financial instrument.

For non-credit-impaired financial instruments:

e Stage 1 is comprised of all non-impaired financial instruments which have not experienced an
SICR since initial recognition. The Bank recognizes a 12-month ECL for Stage 1 financial
instruments.

e Stage 2 is comprised of all non-impaired financial instruments which have experienced an SICR
since initial recognition. The Bank recognizes a lifetime ECL for Stage 2 financial instruments.

For credit-impaired financial instruments:

Financial instruments are classified as Stage 3 when there is objective evidence of impairment as a
result of one or more loss events that have occurred after initial recognition with a negative impact
on the estimated future cash flows of a loan or a portfolio of loans. The ECL model requires that
lifetime ECL be recognized for impaired financial instruments.

Derecognition of Financial Assets and Financial Liabilities

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of financial

assets) is derecognized when:

¢ the rights to receive cash flows from the asset have expired; or

o the Bank retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a “pass-through” arrangement; or

o the Bank has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained the risks and rewards of the asset but has transferred control over the asset.

Where the Bank has transferred its rights to receive cash flows from an asset or has entered into a
“pass-through” arrangement, and has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control over the asset, the asset is recognized to the extent of
the Bank’s continuing involvement in the asset. In that case, the Bank also recognizes an
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associated liability. The transferred asset and associated liability are measured on a basis that
reflects the rights and obligations that the Bank has retained. Continuing involvement that takes the
form of a guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Bank could be required to
repay.

Modification of financial assets

The Bank derecognizes a financial asset when the terms and conditions have been renegotiated to
the extent that, substantially, it becomes a new asset, with the difference between its carrying
amount and the fair value of the new asset recognized as a derecognition gain or loss in profit or
loss, to the extent that an impairment loss has not already been recorded.

The Bank considers both qualitative and quantitative factors in assessing whether a modification of
financial asset is substantial or not. When assessing whether a modification is substantial, the Bank
considers the following factors, among others:

¢ introduction of an equity feature;

e change in counterparty; and

¢ if the modification results in the asset no longer considered SPPI.

The Bank also performs a quantitative assessment similar to that being performed for modification
of financial liabilities. In performing the quantitative assessment, the Bank considers the new terms
of a financial asset to be substantially different if the present value of the cash flows under the new
terms, including any fees paid net of any fees received and discounted using the original effective
interest rate, is at least 10% different from the present value of the remaining cash flows of the
original financial asset.

When the contractual cash flows of a financial asset are renegotiated or otherwise modified and the
renegotiation or modification does not result in the derecognition of that financial asset, the Bank
recalculates the gross carrying amount of the financial asset as the present value of the
renegotiated or modified contractual cash flows discounted at the original EIR (or credit-adjusted
EIR for purchased or originated credit-impaired financial assets) and recognizes a modification gain
or loss in the statement of income.

When the modification of a financial asset results in the derecognition of the existing financial asset
and the subsequent recognition of a new financial asset, the modified asset is considered a 'new'
financial asset. Accordingly, the date of the modification shall be treated as the date of initial
recognition of that financial asset when applying the impairment requirements to the modified
financial asset. The newly recognized financial asset is classified as Stage 1 for ECL measurement
purposes, unless the new financial asset is deemed to be originated as credit impaired (POCI).

Write-offs

Financial assets are written off either partially or in their entirety when the Bank no longer expects
collections or recoveries within a foreseeable future. If the amount to be written off is greater than
the accumulated loss allowance, the difference is first treated as an addition to the allowance that is
then applied against the gross carrying amount. Any subsequent recoveries are credited to profit or
loss.

Financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
has expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of existing liability are substantially modified, such an
exchange or modification is treated as derecognition of the original liability and the recognition of a
new liability, and the difference in the respective carrying amounts is recognized in the statement of
income.

12

SEC Form 17-Q | For the period ended March 31, 2024
CHINA BANK SAVINGS, INC.



Exchange or modification of financial liabilities

The Bank considers both qualitative and quantitative factors in assessing whether a modification of
financial liabilities is substantial or not. The terms are considered substantially different if the present
value of the cash flows under the new terms, including any fees paid net of any fees received and
discounted using the original effective interest rate, is at least 10% different from the present value
of the remaining cash flows of the original financial liability. However, under certain circumstances,
modification or exchange of a financial liability may still be considered substantial, even where the
present value of the cash flows under the new terms is less than 10% different from the present
value of the remaining cash flows of the original financial liability. There may be situations where the
modification of the financial liability is so fundamental that immediate derecognition of the original
financial liability is appropriate (e.g., restructuring a financial liability to include an embedded equity
component).

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability.
The difference between the carrying value of the original financial liability and the fair value of the
new liability is recognized in profit or loss.

When the exchange or modification of the existing financial liability is not considered as substantial,
the Bank recalculates the gross carrying amount of the financial liability as the present value of the
renegotiated or modified contractual cash flows discounted at the original EIR and recognizes a
modification gain or loss in profit or loss.

If modification of terms is accounted for as an extinguishment, any costs or fees incurred are
recognized as part of the gain or loss on the extinguishment. If the modification is not accounted for
as an extinguishment, any costs or fees incurred adjust the carrying amount of the financial
instrument and are amortized over the remaining term of the modified financial instrument.

NCAHS

NCAHS include repossessed vehicles acquired in settlement of loans and receivable. The Bank
classifies non-current assets as held for sale if their carrying amounts will be recovered principally
through a sale transaction rather than through continuing use.

NCAHS are measured at the lower of their carrying amount and fair value less costs to sell and are
no longer depreciated or amortized. The criteria for NCAHS classification is regarded as met only
when the sale is highly probable and the asset or disposal group is available for immediate sale in
its present condition.

Management must be committed to the sale, which should be expected to qualify for recognition as
a completed sale within one year from the date of classification.

If the Bank decides to use an asset as property and equipment, the related asset ceases to qualify
as NCAHS and is reclassified to property and equipment.

Upon reclassification, the Bank measures a non-current asset that ceases to be classified as held

for sale at the lower of:

e its carrying amount before the asset was classified as held for sale, adjusted for any
depreciation, amortization or revaluation that would have been recognized had the asset not
been classified as held for sale, and

e its recoverable amount at the date of the subsequent reclassification.
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Property and Equipment

Land is stated at cost less any impairment in value while depreciable properties including buildings
and furniture, fixture and equipment are stated at cost less accumulated depreciation and
amortization, and any impairment in value. Such cost includes the cost of replacing part of the
property and equipment when that cost is incurred and if the recognition criteria are met, but
excluding repairs and maintenance costs. Leasehold rights and improvements are stated at cost
less accumulated amortization, and any impairment in value.

Depreciation and amortization are calculated using the straight-line method over the estimated
useful life (EUL) of the depreciable assets as follows:

Condominium properties, buildings and improvements 20 to 40 years

Furniture, fixtures and equipment 210 10 years

Leasehold improvements 5 to 10 years or the related lease
terms, whichever is shorter

The depreciation and amortization method and useful life are reviewed periodically to ensure that
the method and period of depreciation and amortization are consistent with the expected pattern of
economic benefits from items of property and equipment.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in the statement of income in the year the asset is derecognized.

Investment Properties
Investment properties include real properties acquired in settlement of loans and receivables and
investments in real estate.

Real properties acquired in settlement of loans and receivables

Real properties acquired in settlement of loans and receivables are booked under ROPA account as
follows:

¢ upon the date of entry of judgment in case of judicial foreclosure; or

e upon the date of Sheriff's Certificate of Sale in case of extrajudicial foreclosure; or

e upon the date of notarization of the Deed of Dacion in case of dation in payment.

These properties are carried at cost, which is the fair value at acquisition date including certain
transaction costs, less accumulated depreciation and impairment in value. Transaction costs, which
include nonrefundable capital gains tax and documentary stamp tax, incurred in connection with
foreclosure are capitalized as part of the carrying values of the cost of the real properties acquired.
Investment properties acquired through a nonmonetary asset exchange is measured initially at fair
value unless (a) the exchange lacks commercial substance or (b) the fair value of neither the asset
received nor the asset given up is reliably measurable, where the net carrying value of the related
loans and receivables is used. The difference between the fair value of the foreclosed properties
and the carrying value of the related receivables given up is recognized in ‘Gain (loss) on asset
exchange’ account in the statement of comprehensive income. Subsequent to initial recognition,
real properties acquired in settlement of loans and receivables are stated at cost less accumulated
depreciation and any accumulated impairment in value. Depreciation is computed on a straight-line
basis over the EUL from the time of acquisition of the investment properties but not to exceed 30
years.

Investments in real estate

Investments in real estate consist of investments in land and building. The Bank applies the cost

model in accounting for investments in real estate. Investment in land is carried at cost less
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impairment in value. Building is carried at cost less accumulated depreciation and impairment in
value. All costs that are directly attributable to the acquisition and development of property are
capitalized, including borrowing costs incurred to finance the property development. Depreciation is
computed on a straight-line basis between 20 to 40 years.

Subsequent measurement of investment properties

The EUL of investment properties and the depreciation method are reviewed periodically to ensure
that the period and the method of depreciation are consistent with the expected pattern of economic
benefits from items of investment properties.

The carrying values of the investment properties are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable. If any of such
indication exists and where the carrying values exceed the estimated recoverable amount, the
investment property or CGUs it is related to are written down to their recoverable amounts.

Investment properties are derecognized when they have either been disposed of or when they are
permanently withdrawn from use and no future benefit is expected from its disposal. Any gains or
losses on the retirement or disposal of investment properties are recognized in the statement of
income in the year of retirement or disposal under ‘Gain (loss) on asset exchange’'.

Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation, commencement of an operating lease to another party or
ending of construction or development. Transfers are made from investment property when, and
only when, there is a change in use evidenced by commencement of owner occupation or
commencement of development with a view to sale.

Intangible Assets
Intangible assets consist of software costs and branch licenses.

Software costs

Costs related to software purchased by the Bank for use in operations are recognized as ‘Software
costs’ in the statement of financial position. Capitalized computer software costs are amortized on a
straight-line basis over 3 to 7 years.

Branch licenses

These intangible assets were determined to have indefinite useful lives and are therefore not
amortized. The useful life is reviewed annually to determine whether indefinite life assessment
continues to be supportable. If not, the change in the useful life assessment from indefinite to finite
is made on a prospective basis. Branch licenses are tested for impairment annually either
individually or at the CGU level.

Impairment is determined by assessing the recoverable amount of the individual asset or CGU (or
group of CGUs) to which the intangible asset relates. Recoverable amount is the higher of the
individual asset’s or CGU'’s fair value less cost to sell and its value in use. Where the recoverable
amount of the CGU is less than its carrying amount, an impairment loss is recognized.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are amortized over the useful economic life. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least at each
financial year-end. Changes in the expected useful life, or the expected pattern of consumption of
future economic benefits embodied in the asset, are accounted for by changing the amortization
period or methodology, as appropriate, which are then treated as changes in accounting estimates.
The amortization expense on intangible assets with finite lives is presented as a separate line item
in the statement of income under ‘Depreciation and amortization’ account.
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Investment in a Subsidiary and an Associate

Investment in a subsidiary

A subsidiary pertains to an entity over which the Bank has control. Control is achieved when the
Bank is exposed, or has rights, to variable returns from its involvement with the investee and has
the ability to affect those returns through its power over the investee. Investment in a subsidiary is
carried at acquisition cost, less any impairment in value.

This policy relates to the Bank’s investment in a 100% owned subsidiary recorded in ‘Other equity
investments’ under ‘Other assets’.

Investment in an associate

An associate pertains to an entity over which the Bank has significant influence. Significant
influence is the power to participate in the financial and operating policy decisions of the investee,
but is not control or joint control over those policies. Investment in an associate is accounted for
under the equity method of accounting.

Under the equity method, an investment in an associate is carried in the statement of financial
position at cost plus post-acquisition changes in the Bank’s share of the net assets of the
associates. Goodwill, if any, relating to an associate is included in the carrying value of the
investment and is not amortized. When the Bank increases its ownership interest in an associate
that continues to be accounted for under the equity method, the cost for the additional interest is
added to the existing carrying amount of the associate and the existing interest in the associate is
not remeasured.

The Bank’s share of its associate’s post-acquisition profits or losses is recognized in the statement
of income, and its share of post-acquisition movements in the associates’ equity reserves is
recognized directly in equity. When the Bank’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured receivables, the Bank does not recognize
further losses, unless it has incurred obligations or made payments on behalf of the associate.
Profits and losses resulting from transactions between the Bank and an associate are eliminated to
the extent of the interest in the associate. Dividends received, if any, are treated as a reduction in
the carrying value of the investment.

In cases where an associate is in a net liability position, the equity method requires the Bank to
discontinue recognizing its share of further losses when its cumulative share in the losses of the
associate equals or exceeds its interest in the associate, unless the Bank has incurred legal or
constructive obligations or made payments on behalf of the associate, in which case a liability is
recognized.

This policy relates to the Bank’s investment in a 49%-owned investee company recorded in ‘Other
equity investments’ under ‘Other assets’.

As of March 31, 2024 and December 31, 2023, the investment in an associate, which was acquired
as a result of merger with PDB, is fully impaired.

Impairment of Nonfinancial Assets

At each reporting date, the Bank assesses whether there is any indication that its nonfinancial
assets (i.e., property and equipment, investment properties, investment in a subsidiary and an
associate, software cost) may be impaired. When an indicator of impairment exists or when an
annual impairment testing for an asset is required, the Bank makes a formal estimate of recoverable
amount.

Recoverable amount is the higher of an asset’s or CGU'’s fair value less costs to sell and its value in
use and is determined for an individual asset, unless the asset does not generate cash inflows that
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are largely independent of those other assets or groups of assets, in which case the recoverable
amount is assessed as part of the CGU to which it belongs. Where the carrying amount of an asset
or CGU exceeds its recoverable amount, the asset or CGU is considered impaired and is written
down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset or CGU.

An impairment loss is recognized only if the carrying amount of an asset exceeds its recoverable
amount. An impairment loss is charged against the statement of income in the period in which it
arises.

A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount, but not to an amount higher than the
carrying amount that would have been determined (net of any depreciation) had no impairment loss
been recognized for the asset in prior years. A reversal of an impairment loss is credited to current
operations.

After such a reversal, the depreciation expense is adjusted in future years to allocate the asset’s
revised carrying amount, less any residual value, on a systematic basis over its remaining life.

Leases

The Bank assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

Bank as a lessee

The Bank applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Bank recognizes lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

a. Right-of-use assets

The Bank recognizes right-of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognized
adjusted by lease payments made at or before the commencement date and lease incentives
received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the
lease term and the estimated useful lives of the depreciable assets. The depreciation expense is
presented under ‘Depreciation and amortization’ in the statement of income.

If ownership of the leased asset transfers to the Bank at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful
life of the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies in
Impairment of Nonfinancial Assets. Right-of-use assets are presented under Property and
Equipment in the statement of financial position.

b. Lease liabilities
At the commencement date of the lease, the Bank recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments) less any lease incentives receivable,
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variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Bank and payments of penalties for
terminating the lease, if the lease term reflects the Bank exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognized as expenses
in the period in which the event or condition that triggers the payment occurs. In calculating the
present value of lease payments, the Bank uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable.

After the commencement date, the amount of lease liabilities is increased to reflect the accretion
of interest and reduced for the lease payments made. In addition, the carrying amount of lease
liabilities is remeasured if there is a modification, a change in the lease term, a change in the
lease payments (e.g., changes to future payments resulting from a change in an index or rate
used to determine such lease payments) or a change in the assessment of an option to
purchase the underlying asset.

c. Short-term leases and leases of low-value assets
The Bank applies the short-term lease recognition exemption to its short-term leases of branch
sites (i.e., those leases that have a lease term of 12 months or less from the commencement
date and do not contain a purchase option). It also applies the lease of low-value assets
recognition exemption to leases of branch sites that are considered to be low value. (i.e., those
with value of less than P250,000). Lease payments on short-term leases and leases of low
value assets are recognized as expense on a straight-line basis over the lease term.

Bank as a lessor

Leases in which the Bank does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising from leased
properties is accounted for on a straight-line basis over the lease terms and is included in revenue
in the statement of income due to its operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset and recognized
over the lease term on the same basis as rental income. Contingent rents are recognized as
revenue in the period in which they are earned.

Equity

Capital stock is measured at par value for all shares issued and outstanding. When the shares are
sold at a premium, the difference between the proceeds and the par value is credited to ‘Additional
paid-in capital’ account. Direct costs incurred related to equity issuance, such as underwriting,
accounting and legal fees, printing costs and taxes are chargeable to ‘Additional paid-in capital’
account. If the ‘Additional paid-in capital’ is not sufficient, the excess is charged against the ‘Surplus
(deficity. The effect of positive (negative) equity adjustments arising from business combination
under common control is included under ‘Additional paid-in capital’ (‘Other equity reserves’).

When the Bank issues more than one class of stock, a separate account is maintained for each
class of stock and the number of shares issued.

Surplus
Surplus represents cumulative balance of periodic net income or loss, dividend declarations, prior

period adjustments, effect of changes in accounting policy and other capital adjustments, if any.

Revenue Recognition

Revenues within the scope of PFRS 15, Revenue from Contracts with Customers

Revenue from contract with customers is recognized upon transfer of promised goods or services to
customers at an amount that reflects the consideration to which an entity expects to be entitled in
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exchange for transferring goods or services to a customer. The Bank exercises judgment, taking
into consideration all of the relevant facts and circumstances when applying each step of the five-
step model to contracts with customers.

The following specific recognition criteria must be met before revenue is recognized for contracts
within the scope of PFRS 15:

Service fees and commission income

Fees earned for the provision of services are recognized once services are rendered. Service fees
and commission income are measured at the amount of consideration which the Bank expects to be
entitled in exchange for transferring promised services to the customers. These fees include
charges from usage of ATM, charges for returned checks, charges for below minimum maintaining
balance, bancassurance and commission income.

Income (loss) from sale or disposal of nonfinancial assets

Gain (loss) from sale or disposal of nonfinancial assets which pertains to the difference between the
consideration from the sale or disposal and the carrying amount of the asset is recognized
completion of the earnings process, the transfer of control over the property to the buyer, and the
collectability on the sales price is reasonably assured. This is presented as part of “Gain (loss) on
asset exchange” in the statement of income.

Other income
Income from sale of properties is recognized when control has been transferred to the counterparty
and when the collectability of the sales price is reasonably assured.

Revenues outside the scope of PFRS 15

Interest income

For all interest-bearing financial assets, interest income is recorded at either EIR, which is the rate
that exactly discounts estimated future cash payments or receipts through the expected life of the
financial instrument or a shorter period, where appropriate, to the net carrying amount of the
financial asset or financial liability, or at rate stated in the contract. The calculation takes into
account all contractual terms of the financial instrument (for example, prepayment options), includes
any fees or incremental costs that are directly attributable to the instrument and are an integral part
of the EIR, as applicable, but not future credit losses. The adjusted carrying amount is calculated
based on the original EIR. The change in carrying amount is recorded as ‘Interest income’. Loan
commitment fees for loans that are likely to be drawn down are deferred (together with any
incremental costs) and recognized as an adjustment to the EIR on the loan. If the commitment
expires without the Bank making the loan, the commitment fees are recognized as other income on

expiry.

Once the recorded value of the financial asset or group of financial assets has been reduced due to
impairment loss, interest income continues to be recognized using the original EIR applied to the
new carrying amount.

Gain (loss) on asset exchange

Gain (loss) on asset exchange transaction is recognized upon foreclosure of loan collaterals (see
accounting policy on investment properties and NCAHS). The gain or loss on foreclosure
represents the difference between the fair value of the asset received and book value of the asset
given up.

Gain on disposal of investment securities at amortized cost
This represents results arising from sale of investment securities measured at amortized cost.
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Rental income

Rental income arising from leased properties is accounted from on a straight-line basis over the
lease terms on ongoing leases and is recorded in the statement of income under ‘Income from
property rentals’

Trading and securities gains - net
This represents results arising from trading activities and sale of FVOCI debt assets.

Dividend income
Dividend income is recognized when the Bank’s right to receive payment is established.

Expense Recognition

Expenses are recognized when it is probable that a decrease in future economic benefit related to a
decrease in an asset or an increase of a liability has occurred and the decrease in economic
benefits can be measured reliably. Expenses are recognized when incurred.

Interest expense
Interest expense for all interest-bearing financial liabilities are recognized in ‘Interest expense’ in the
statement of income using the EIR of the financial liabilities to which they relate.

Operating expenses
Operating expenses constitute costs which arise in the normal business operation and are
recognized when incurred.

Taxes and licenses
These include all other taxes, local and national, including gross receipts tax (GRT), real estate
taxes and licenses and permit fees which are recognized when incurred.

Retirement Benefits

The net defined benefit asset or liability is the aggregate of the present value of the defined benefit
obligation at the reporting date reduced by the fair value of plan assets, adjusted for any effect of
limiting a net defined benefit asset to the asset ceiling. The defined benefit obligation is calculated
annually by an independent actuary. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using interest rates on government
bonds that have terms to maturity approximating the terms of the related retirement asset or liability.
The asset ceiling is the present value of any economic benefits available in the form of refunds from
the plan or reductions in future contributions to the plan.

The cost of providing benefits under the defined benefit plan is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:

a. service cost;

b. net interest on the net defined benefit liability or asset; and
c. remeasurements of net defined benefit liability or asset.

Service costs which include current service costs, past service costs and gains or losses on
non-routine settlements are recognized as expense in profit or loss. Past service costs are
recognized when plan amendment or curtailment occurs.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on Philippine government bonds to the net defined benefit liability or asset.
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Net interest on the net defined benefit liability or asset is recognized as expense or income in profit
or loss.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in OCI in the period in which they arise. Remeasurements are not reclassified to profit
or loss in subsequent periods.

Plan assets are assets that are held by a long-term employee benefit fund. Plan assets are not
available to the creditors of the Bank, nor can they be paid directly to the Bank. Fair value of plan
assets is based on market price information. When no market price is available, the fair value of
plan assets is estimated by discounting expected future cash flows using a discount rate that
reflects both the risk associated with the plan assets and the maturity or expected disposal date of
those assets (or, if they have no maturity, the expected period until the settlement of the related
obligations).

The Bank’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain. If the fair value of the plan assets is higher than the present
value of the defined benefit obligation, the measurement of the resulting defined benefit asset is
limited to the present value of economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

Share-based Payments (Stock Grants)

Employees (including senior executives) of the Bank received remuneration in the form of share-
based payments (stock grants), whereby employees rendered services as consideration for equity
instruments (equity-settled transactions) of the Parent Bank. The Parent Bank has the obligation to
settle the transaction with the Bank’s employees by providing its own equity instruments.

Equity-settled transactions

The cost of equity-settled transactions is determined by the fair value at the date when the grant is
made using an appropriate valuation model. That cost is recognized in employee benefits expense,
together with a corresponding increase in equity (other capital reserves), over the period in which
the service and, where applicable, the performance conditions are fulfilled (the vesting period). The
cumulative expense recognized for equity-settled transactions at each reporting date until the
vesting date reflects the extent to which the vesting period has expired and the Bank’s best estimate
of the number of equity instruments that will ultimately vest. The expense or credit in the statement
of income for a period represents the movement in cumulative expense recognized as at the
beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the
grant date fair value of awards, but the likelihood of the conditions being met is assessed as part of
the Bank’s best estimate of the number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair value. Any other conditions attached
to an award, but without an associated service requirement, are considered to be non-vesting
conditions. Non-vesting conditions are reflected in the fair value of an award and lead to an
immediate expensing of an award unless there are also service and/or performance conditions.

No expense is recognized for awards that do not ultimately vest because non-market performance
and/or service conditions have not been met. Where awards include a market or non-vesting
condition, the transactions are treated as vested irrespective of whether the market or non-vesting
condition is satisfied, provided that all other performance and/or service conditions are satisfied.
When the terms of an equity-settled award are modified, the minimum expense recognized is the
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grant date fair value of the unmodified award, provided the original vesting terms of the award are
met.

An additional expense, measured as at the date of modification, is recognized for any modification
that increases the total fair value of the share-based payment transaction, or is otherwise beneficial
to the employee. Where an award is cancelled by the Bank or by the counterparty, any remaining
element of the fair value of the award is expensed immediately through profit or loss.

When the equity-settled transactions vest immediately but the grant date is not yet determined as of
reporting date, the Group recognizes the expense and the corresponding increase in equity using
the estimated grant date fair value as of reporting date. Subsequently, once the grant date is
determined, the Bank revises the estimate based on the actual grant date fair value.

Provisions and Contingencies

Provisions are recognized when the Bank has a present obligation (legal or constructive) as a result
of a past event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Bank expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statement of income, net of any reimbursement. If the effect of the time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and, where appropriate, the risks
specific to the liability. Where discounting is used, the increase in the provision due to the passage
of time is recognized as an interest expense.

Contingent liabilities are not recognized in the financial statements but are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. Contingent assets
are not recognized but are disclosed in the financial statements when an inflow of economic benefits
is probable.

Income Taxes

Current tax

Current tax assets and current tax liabilities for the current period and prior periods are measured at
the amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax
laws used to compute the amount are those that are enacted or substantively enacted as of the
reporting date. Effective January 1, 2019, management periodically evaluates positions taken in the
tax return with respect to situations in which applicable tax regulations are subject to interpretations
and establishes provisions where appropriate.

Deferred tax

Deferred tax is provided, using the balance sheet liability method, on all temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are
recognized for all deductible temporary differences, carryforward of unused tax credits from the
excess of minimum corporate income tax (MCIT) over the regular corporate income tax (RCIT), and
unused net operating loss carryover (NOLCO), to the extent that it is probable that sufficient taxable
profit will be available against which the deductible temporary differences and carryforward of
unused tax credits from MCIT and unused NOLCO can be utilized. Deferred tax assets and
deferred tax liabilities, however, is not recognized on temporary differences that arise from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting income nor taxable income.
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The carrying amounts of deferred tax assets are reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that future taxable profit
will allow the deferred tax asset to be recovered.

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are applicable to
the period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date.

Current tax and deferred tax relating to items recognized directly in equity is also recognized in
equity and not in the statement of income.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and deferred taxes relate to the same taxable entity
and the same taxation authority.

Events after the Reporting Date

Post year-end events that provide additional information about the Bank’s position at the reporting
date (adjusting events) is reflected in the financial statements. Any post-year-end event that is not
an adjusting event is disclosed in the notes to the financial statements when material.

Financial Risk Management Objectives and Policies

The Bank’s activities are principally related to the profitable use of financial instruments. Risks are
inherent in these activities but are managed by the Bank through a rigorous, comprehensive and
continuous process of identification, measurement, monitoring and mitigation of these risks, partly
through the effective use of risk and authority limits, process controls and monitoring, and
independent controls. As reflected in its corporate actions and organizational improvements, the
Bank has placed due importance to expanding and strengthening its risk management process and
considers it as a vital component to the Bank’s continuing profitability and financial stability.

Central to the Bank’s risk management process is its adoption of a risk management program
intended to avoid unnecessary risks, manage and mitigate unavoidable risks and maximize returns
from taking acceptable risks necessary to sustain its business viability and good financial position in
the market.

The key financial risks that the Bank faces are: credit risk, market risk (i.e., interest rate risk), and
liquidity risk. The Bank’s risk management objective is primarily focused on controlling and
mitigating these risks. The gravity of the risks, the magnitude of the financial instruments involved,
and the regulatory requirements are the primary considerations to the scope and extent of the risk
management processes put in place for the Bank.

Risk Management Structure

The BOD of the Bank has the primary responsibility for the establishment of a risk management
system and is ultimately accountable for all risks taken within the Bank. The BOD has established,
among others, the following committees to directly handle the Bank’s risk management framework,
policies and implementation in their respective risk management areas: the Executive Committee
(ExeCom), Audit Committee (AudCom), Credit Committee (CreCom), Corporate Governance
Committee (CGC) and the Risk Management Committee (RMC).

All Board committees report regularly to the BOD on their activities as follows:
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The Bank’s risk management policies are established to identify and analyze the risks faced by the
Bank, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions,
products and services offered. The Bank, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment, in which all
employees understand their roles and obligations.

The Bank’s RMC shall be responsible for the oversight and development of all risk management
functions within the Bank. The RMC develops appropriate strategies through a written practical risk
management plan for managing the major categories of risk events and minimizing the magnitude of
expected losses, giving priority to the risk events with the largest expected losses. The Risk
Management Unit assists the RMC with all of its responsibilities.

The Bank’'s AudCom, on the other hand, focuses on checking whether adequate process and
operational controls are in place and functioning as designed, as well as monitoring compliance
thereto by the business and support units. The role of the AudCom is very critical in the proper
corporate governance and effective risk management because of its independence from the Bank’s
top and middle level management. The AudCom is comprised of independent directors who neither
participate in the Bank’s daily activities nor take decision-making responsibilities. The AudCom
delegates its daily control and monitoring functions to the Internal Audit Department (IAD).

The IAD is likewise independent from the business and support units and reports exclusively to the
AudCom. The IAD undertakes its control function through regular process, operational and financial
audits which it conducts all throughout the year. The audit covers all processes and controls in the
Head Office and the branches. The audit results and exceptions, including recommendations for
their resolution or improvement, are discussed initially with the business units concerned before
these are presented to the AudCom on a quarterly basis.

Risk Management Reporting

The RMC discusses risk management issues on a quarterly basis. The RMC discusses key risk
indicators and specific risk management issues that would need resolution from top management.
The key risk indicators were formulated on the basis of the financial risks faced by the Bank. The
key risk indicators contain information from all business units that provide measurements on the
level of the risks taken by the Bank with its transactions, products and financial structure. Among
others, the report on key risk indicators includes information on the Bank’s aggregate credit
exposure, credit metric forecasts, market risk analysis, utilization of market and credit limits, liquidity
ratios, overall loan loss provisioning and risk profile changes.

The CreCom reviews and resolves credit-related issues such as credit facility approval, credit and
collection strategies on a particular account, and credit monitoring. Loan loss provisioning and
credit limit utilization are also discussed in more detail in the CreCom. On a weekly basis, the
CreCom discusses detailed reporting of industry, customer and geographic risks arising from the
Bank’s existing loan portfolio. A comprehensive risk report is submitted to the BOD every quarter
for an overall assessment of the level of risks taken by the Bank.

Risk Mitigation

The Bank uses financial instruments to manage exposures resulting from changes in interest rates,
foreign currencies, credit risks and exposures arising from forecast transactions. However, the
nature and extent of use of these financial instruments to mitigate risks are limited to those allowed
by the BSP for a thrift bank.

To further mitigate risk throughout its different business and supporting units, the Bank is in the
continuous process of improving its existing risk management policies. These policies further serve
as the framework and set the guidelines in the creation or revisions of operating policies and
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manuals for each business unit. In the process design and implementation, process controls are
preferred over detection controls. Clear delineation of responsibilities and separation of
incompatible duties among officers and staff as well as among business units are reiterated in these
policies.

To the extent possible, reporting and accounting responsibilities are segregated from units directly
involved in operations and front line activities (i.e., players must not be scorers). This is to improve
the credibility and accuracy of management information. Any inconsistencies in the operating
policies and manuals with the risk framework established by risk management policies are taken up
and resolved in the RMC and ExeCom.

Monitoring and controlling risks are primarily performed based on various limits established by the
top management covering the Bank’s transactions and dealings. These limits reflect the Bank’s
business strategies and market environment as well as the levels of risks that the Bank is willing to
tolerate, with additional emphasis on selected industries. In addition, the Bank monitors and
measures the overall risk bearing capacity in relation to the aggregate risk exposure across all risk
types and activities.

Business Continuity Management

In the aftermath of the pandemic in the past three years, the China Bank Group has built its
business resilience around policies that would ensure that the Group is able to service and respond
to the requirements of its clients and to continue to fulfill the transaction cycle in its operations.

The Group implemented “The New Normal Work Force and Work Management Plan for the COVID-
19 Pandemic” to provide general direction and guidance in sustaining the operations of the Group
through the pandemic. The plan put in place health and safety protocols which along with the
implementation of the buddy branch system ensured the uninterrupted delivery of services.
Changes in the processes of business units arising from the implementation of the plan and the
establishment of the extension office are continuously updated and incorporated in the risk and
control self-assessment and business impact analysis tools to reflect the changes in the risk profile.
Appropriate measures are also updated and implemented in light of these changes.

Excessive Risk Concentration

Concentrations arise when a number of counterparties are engaged in similar business activities, or
activities in the same geographic region, or have similar economic features that would cause their
ability to meet contractual obligations to be similarly affected by changes in economic, political or
other conditions. Concentrations indicate the relative sensitivity of the Bank’s performance to
developments affecting a particular industry or geographical location.

In order to avoid excessive concentrations of risk, the Bank’s policies and procedures include
specific guidelines focusing on maintaining a diversified portfolio. ldentified concentrations of credit
risks are controlled and managed accordingly.

The Bank’s AudCom is responsible for monitoring compliance with the risk management policies
and procedures, and for reviewing the adequacy of the risk management framework in relation to
the risks faced by the Bank. The Bank’s AudCom is assisted in these functions by IAD. The IAD
undertakes both regular and ad-hoc reviews of risk management controls and procedures, the
results of which are reported to the AudCom.

Credit Risk

Credit Risk and Concentration of Assets and Liabilities and Off-Balance Sheet Iltems

Credit risk is the risk of financial loss due to one party to a financial product failing to discharge an

obligation. The Bank faces potential credit risks every time it extends funds to borrowers, commits
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funds to counterparties, guarantees the paying performance of its clients, invests funds to issuers
(i.e., investment securities issued by either sovereign or corporate entities) and through implied or
actual contractual agreements (i.e., on or off-balance sheet exposures). The Bank manages its
credit risk at various levels (i.e., strategic level, portfolio level down to individual credit or
transaction).

Collateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the
counterparty. Guidelines are implemented with regard to the acceptability of types of collateral and
valuation parameters.

The Bank has risk limits setting for purposes of monitoring and managing credit risk from individual
counterparties and groups of counterparties. It also conducts periodic assessment of the
creditworthiness of its counterparties. In addition, the Bank obtains collateral where appropriate,
enters into master netting agreements and collateral arrangements with counterparties, and limits
the duration of exposures. The Bank adopted an internal credit scoring system for the purpose of
measuring credit risk for retail borrowers in a consistent manner, as accurately as possible, and
thereafter uses the risk information for business and financial decision making.

The main types of collateral obtained are as follows:

e For securities lending and reverse repurchase transactions - cash or securities

o For consumer lending - real estate and chattel over vehicle

e For corporate and commercial lending - real estate, chattel over properties, assignment of
deposits, shares of stocks, bonds, and guarantees

Foreclosed collateral

The Bank’s policy is to determine whether a foreclosed collateral is best used for its internal
operations or should be sold. Foreclosed collaterals that pertain to real estate properties are
accounted for as investment properties.

Collateral valuation

The Bank seeks to use collateral, where possible, to mitigate its risks on financial assets. The Bank
collateral comes in various forms such as cash, securities, letter of credits/guarantees, real estate,
receivables and other non-financial assets and credit enhancements. The fair value of collateral is
generally assessed, at a minimum, at inception. To the extent possible, the Bank use active market
data for valuing financial assets held as collateral. Other financial assets which do not have a
readily determinable market value are valued using models. Non-financial collateral, such as real
estate and chattel, is valued based on data provided by internal appraiser and third parties such as
independent appraisers.

Management monitors the market value of collateral, requests additional collateral in accordance
with the underlying agreement, and monitors the market value of collateral obtained during its
review of the adequacy of the allowance for impairment and credit losses.

It is the Bank's policy to dispose of repossessed properties in an orderly fashion. The proceeds are
used to reduce or repay the outstanding claim. In most cases, the Bank does not occupy
repossessed properties for business use.

Credit quality per class of financial assets

The credit quality of financial assets is managed by the Bank using the BSP guidelines in identifying
and monitoring problematic loans and other risk assets particularly Appendix 15 of the Manual of
Regulations for Banks.
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For corporate and commercial loans, including SME loans with approved credits of P10.00 million
and above, the Bank adopts an internal credit risk rating system (ICRRS) for the purpose of
measuring credit risk in a consistent manner as accurately as possible. For corporate and
commercial, SME loans with approved credits below B10.00 million, including SmallBiz accounts,
these are covered by borrower credit scoring (BCS). For consumer/retail auto and housing loans,
these are covered by application scorecards which provide either a pass/fail score based on cut-off
score rank.

It is the Bank’s policy to maintain accurate and consistent risk ratings across the credit portfolio.
This facilitates focused management of the applicable risks and the comparison of credit exposures
across all lines of business, geographic regions and products. The rating system is supported by a
variety of financial analytics, combined with processed market information to provide the main inputs
for the measurement of counterparty risk. All internal risk ratings are tailored to the various
categories and are derived in accordance with the Bank’s rating policy. The attributable risk ratings
are assessed and updated regularly. The standard credit rating equivalent grades are relevant only
for certain of the exposures in each risk rating class.

The rating categories are further described below.

Loans and receivable

High Grade

This includes all borrowers whose ratings are considered as Low Risk and/or those where the
exposures are fully covered by Government Guarantee or cash collateral/deposit hold-out. Thus,
these borrowers have a very low probability of going into default in the coming year.

In terms of borrower credit ratings, these include the following:

Unclassified
A. ICRRS - Covered
o Excellent (BRR AAA-equivalent grade)
e Strong (BRR AA-equivalent grade)
Good (BRR A-equivalent grade)
Satisfactory (BRR BBB-equivalent grade)
‘BBB’ or higher grades are considered as Low Risk similar to risk profile of investment-grades
rated by international credit rating agencies (Standard and Poor’s, Moody’s or Fitch)

B. Application Scorecard-Covered (for consumer/retail loans)
e Score ranks 1-4 (pass/within cut-off score of “7” qualified for system approval) for retail auto
and housing loans provided current/unclassified status as of reporting date.

Generally, a Low Risk (High Grade) rating is indicative of a high capacity to fulfill its obligations
supported by robust financials (i.e., profitable, with returns considerably higher than the industry,
elevated capacities to service its liabilities), gainful positioning in growing industries (i.e.,
participation in industries where conditions are very favorable and in which they are able to get a
good share of the market), and very strong leadership providing clear strategic direction and/or
excellent training and development programs.

Standard Grade

This includes all borrowers whose ratings are considered as Moderate Risk and are seen to
withstand typical swings in the economic cycle without going into default. However, any prolonged
unfavorable economic period would create deterioration that may already be beyond acceptable
levels. Standard grade may also include matured loans subject to renewal.

In terms of borrower credit ratings, these include the following:
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Unclassified
A. ICRRS - Covered
e Acceptable (BRR BB-equivalent grade)
o Watchlist (BRR B-equivalent grade)- these accounts remain unclassified but require closer
monitoring for any signs of further deterioration, warranting adverse classification

B. Application Scorecard-Covered (for consumer/retail loans)
e Score ranks 5-7 (pass/within cut-off score of “7”) for retail auto and housing loans provided
current/unclassified status as of reporting date.

For unsecured consumer/retail loan products, i.e., Automatic Payroll Deduction (APD) loans,
personal and salary loans, and other employee loans as well as corporate and commercial, SME
loans with approved credits below B10.00 million, including SmallBiz accounts that are covered by
BCS, the basis for credit quality rating is the BSP classification for those that are booked as Current
(i.e., Standard Grade if Unclassified and Sub-Standard Grade if Classified as either Especially
Mentioned or Substandard) and impairment status for those that are booked as Past Due / Items in
Litigation.

Generally, a Moderate Risk (Standard Grade) rating signifies a borrower whose financial
performance is sufficient to service obligations and is at par with competitors in the industry. In
terms of management, it is run by executives with adequate personal and professional qualifications
and sufficient experience in similar companies. In terms of growth potential, it is engaged in an
industry with stable outlook, supportive of continuing operations.

Substandard Grade

Adversely Classified accounts are automatically considered as high-risk and generally includes past
due accounts. However, in some cases, even accounts that are neither past due nor impaired,
qualifies for adverse classification as either Especially Mentioned or Substandard. Those accounts
have the tendency to turn past due or non-performing. Reasons for this include among others the
following: consecutive net losses, emerging weaknesses in terms of cash flow, negative equity,
and/or breach in the covenants per term loan agreement.

In terms of borrower credit ratings, these include the following:

Adversely Classified

A. ICRRS - Covered
e Especially Mentioned (or BRR CCC-equivalent grade)
e Substandard (or BRR CC-equivalent grade)

B. BCS-Covered
e Corporate and commercial, SME loans with approved credits below Php 10 million, including
SmallBiz accounts that are covered by BCS, which are neither past due nor impaired but
classified as either Especially Mentioned or Substandard as of reporting date

Past due but not impaired
Loans that are more than 30 days past due but do not demonstrate objective evidence of
impairment as of reporting date.

In terms of borrower credit ratings, these include the following:

Adversely Classified
A. ICRRS - Covered

28
SEC Form 17-Q | For the period ended March 31, 2024
CHINA BANK SAVINGS, INC.



e Especially Mentioned (or BRR CCC-equivalent grade)
o Substandard (or BRR CC-equivalent grade)

B. BCS-Covered
o Especially Mentioned
e Substandard

Impaired
Loans considered in default (more than 90 days past due) or demonstrate objective evidence of
impairment as of reporting date. Loans with classification of doubtful and loss are included under
past-due or individually impaired. Impaired accounts also include those booked as Items in
Litigation.

In terms of borrower credit ratings, these include the following:

Adversely Classified

A. ICRRS-Covered
e Substandard (or BRR CC equivalent-grade)
e Doubtful (or BRR C equivalent-grade)
o Loss (or BBR D equivalent-grade)

B. BCS-Covered and Consumer/retail Loans
e Substandard
e Doubtful
e Loss

The financial assets are also grouped according to stage whose description is explained as follows:

Stage 1 - those that are considered current and up to 30 days past due, and based on change in
rating, delinquencies and payment history, do not demonstrate significant increase in credit risk.

Stage 2 - those that, based on change in rating, delinquencies and payment history, demonstrate
significant increase in credit risk, and/or are considered more than 30 days past due but does not
demonstrate objective evidence of impairment as of reporting date.

Stage 3 - those that are considered in default or demonstrate objective evidence of impairment as of
reporting date.

Depository accounts with the BSP and counterparty banks and investment securities

For these financial assets, outstanding exposure is rated primarily based on external risk rating
(i.e., Standard and Poor’s (S&P), otherwise, rating is based on risk grades by a local rating agency
or included under “Unrated”, when the counterparty has no available risk grade).

The external risk rating of the Bank’s depository accounts with the BSP and counterparty banks and
investment securities, is grouped as follows:

Credit Quality Rating External Credit Risk Rating Credit Rating Agency
High grade AAA, AA+, AA, AA- S&P

Aaa, Aa1, Aa2, Aa3 Moody’s

AAA, AA+, AA, AA- Fitch
Standard grade A+, A, A-, BBB+, BBB, BBB- S&P

A1, A2, A3, Baa1, Baa2, Baa3 Moody’s

A+, A, A-, BBB+, BBB, BBB- Fitch
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Credit Quality Rating External Credit Risk Rating Credit Rating Agency
Substandard grade = BB+, BB, BB—, B/B+, CCC, R, SD & D S&P

Ba1, Ba2, Ba3, B1,B2,R, SD & D Moody’s

BB+, BB, BB-, B/B+, CCC, R, SD & D Fitch

Following is the credit rating scale applicable for foreign banks, and government securities (aligned
with S&P ratings):

AAA - An obligor has extremely strong capacity to meet its financial commitments.

AA - An obligor has very strong capacity to meet its financial commitments. It differs from the
highest-rated obligors at a minimal degree.

A - An obligor has strong capacity to meet its financial commitments but is somewhat more
susceptible to the adverse effects of changes in circumstances and economic conditions than
obligors in higher-rated categories.

BBB and below:

BBB - An obligor has adequate capacity to meet its financial commitments. However, adverse
economic conditions or changing circumstances are more likely to lead to a weakened capacity of
the obligor to meet its financial commitments.

BB - An obligor is less vulnerable in the near term than other lower-rated obligors. However, it faces
major ongoing uncertainties and exposure to adverse business, financial, or economic conditions
which could lead to the obligor's inadequate capacity to meet its financial commitments.

B - An obligor is more vulnerable than the obligors rated ‘BB’, but the obligor currently has the
capacity to meet its financial commitments. Adverse business, financial, or economic conditions will
likely impair the obligor's capacity or willingness to meet its financial commitments.

CCC - An obligor is currently vulnerable and is dependent upon favorable business, financial, and
economic conditions for the obligor to meet its financial commitments.

CC - An obligor is currently vulnerable. The rating is used when a default has not yet occurred, but
expects default to be a virtual certainty, regardless of the anticipated time to default.

R - An obligor is under regulatory supervision owing to its financial condition. During the pendency
of the regulatory supervision, the regulators may have the power to favor one class of obligations
over others or pay some obligations and not others.

SD and D - An obligor is in default on one or more of its financial obligations including rated and
unrated financial obligations but excluding hybrid instruments classified as regulatory capital or in
non-payment according to terms.

In case of PHP-denominated securities which are not rated by S&P, Moody’s or Fitch, but have an
external ratings by Philratings, the following groupings were applied.

Credit Quality Rating External Credit Risk Rating

High grade PRSAAA, PRSAa+, PRSAa, PRSAa-

Standard grade PRSA+, PRSA, PRSA-, PRSBaa+, PRSBaa, PRSBaa-
Substandard grade PRSBa+, PRSBa, PRSBa-, PRSB+, PRSB, PRSB-,

PRSCaa+, PRSCaa, PRSCaa-, PRSCa+, PRSCa,
PRSCa-, PRSC+, PRSC, PRSC-
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PRSAaa - The obligor's capacity to meet its financial commitment on the obligation is extremely
strong.

PRSAa - The obligor’s capacity to meet its financial commitment on the obligation is very strong.

PRSA - With favorable investment attributes and are considered as upper-medium grade
obligations. Although obligations rated ‘PRSA’ are somewhat more susceptible to the adverse
effects of changes in economic conditions, the obligor’s capacity to meet its financial commitments
on the obligation is still strong.

PRSBaa - An obligation rated ‘PRS Baa’ exhibits adequate protection parameters. However,
adverse economic conditions and changing circumstances are more likely to lead to a weakened
capacity of the obligor to meet its financial commitment on the obligation. PRSBaa-rated issues
may possess certain speculative characteristics.

PRSBa - An obligation rated ‘PRSBa’ is less vulnerable to nonpayment than other speculative
issues. However, it faces major ongoing uncertainties relating to business, financial or economic
conditions, which could lead to the obligor’s inadequate capacity to meet its financial commitment
on the obligation.

PRSB - An obligation rated ‘PRSB’ is more vulnerable to nonpayment than obligations rated
‘PRSBa’, but the obligor currently has the capacity to meet its financial commitment on the
obligation. Adverse economic conditions will likely impair the obligor's capacity to meet its financial
commitment on the obligation. The issue is characterized by high credit risk.

PRSCaa - An obligation rated ‘PRSCaa’ is presently vulnerable to nonpayment and is dependent
upon favorable business, financial and economic conditions for the obligor to meet its financial
commitments on the obligation. In the event of adverse economic conditions, the obligor is not likely
to have the capacity to meet its financial commitment on the obligation. The issue is considered to
be of poor standing and is subject to very high credit risk.

PRSCa - An obligation rated “PRSCa” is presently highly vulnerable to nonpayment. Likely already
in or very near default with some prospect for partial recovery of principal or interest.

PRSC - An obligation is already in default with very little prospect for any recovery of principal or
interest.

Impairment assessment

The Bank measures a credit loss allowance on a financial asset based on whether it has had a
significant increase in credit risk since initial recognition. Accordingly, the Bank categorizes its
financial assets into three categories:

e stage 1 - financial asset that has not had a significant increase in credit risk;
o stage 2 - financial asset that has had a significant increase in credit risk; and
o stage 3 - financial asset in default.

The Bank uses internal credit assessment and approvals at various levels to determine the credit
risk of exposures at initial recognition. Assessment can be quantitative or qualitative and depends
on the materiality of the facility or the complexity of the portfolio to be assessed.

The criteria for determining whether credit risk has increased significantly vary by portfolio and
include quantitative changes in probabilities of default and qualitative factors such as downgrade in
the credit rating of the borrowers and a backstop based on delinquency. The credit risk of a
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particular exposure is deemed to have increased significantly since initial recognition if, based on
the Bank’s internal credit assessment, the borrower or counterparty is determined to require close
monitoring or with well-defined credit weaknesses. For exposures without internal credit grades, if
contractual payments are more than a specified days past due threshold (i.e., 30 days), the credit
risk is deemed to have increased significantly since initial recognition. Days past due are
determined by counting the number of days since the earliest elapsed due date in respect of which
full payment has not been received. In subsequent reporting periods, if the credit risk of the financial
instrument improves such that there is no longer a SICR since initial recognition, the Bank shall
revert to recognizing a 12-month ECL.

Default and Cure

As a part of a qualitative assessment of whether a customer is in default, the Bank considers a
variety of instances that may indicate unlikeliness to pay. The Bank’s definition of default is aligned
with the non-performing loan criteria as prescribed in BSP Circular No. 941. Defaults refer to loans,
investments, receivables, or any financial asset, even without missed contractual payments, that
satisfy any of the following conditions (1) impaired under existing accounting standards, (2)
classified as doubtful or loss, (3) in litigation, (4) and/or there is evidence that full repayment of
principal and interest is unlikely without foreclosure of collateral, if any.

All other loans, even if not considered impaired, shall be considered non-performing if any principal
and/or interest are (5) unpaid for more than ninety (90) days from contractual due date, or accrued
interests for more than ninety (90) days have been capitalized, refinanced, or delayed by
agreement. (6) Microfinance and other small loans with similar credit characteristics shall be
considered non-performing after contractual due date or after it has become past due. (7)
Restructured loans shall be considered nonperforming. However, if prior to restructuring, the loans
were categorized as performing, such classification shall be retained. Defaults are characterized by
financial assets that have objective evidence of impairment at the reporting date and as such
classified under Stage 3 ECL treatment.

An instrument is considered to be no longer in default, i.e., to have cured, when it no longer meets
any of the default criteria above and there is sufficient evidence to support full collection through
payments received for at least 6 months. Cured accounts are classified under Stage 1 ECL
treatment.

Restructuring

In certain circumstances, the Bank modifies the original terms and conditions of a credit exposure to
form a new loan agreement or payment schedule. The modifications can be given depending on
the borrower’s or counterparty’s current or expected financial difficulty. The modifications may
include, but are not limited to, changes in maturity date, principal amount from capitalization of
accrued interest, terms and conditions from conversion/consolidation or interest rates/repricing cycle
that results in an extension in the loan maturity. Distressed restructuring with indications of
unlikeliness to pay are categorized as impaired accounts and are initially moved to Stage 3.

The Bank implements a curing policy for restructured accounts compliant with the BSP Circular No.
1011. Restructured accounts that have exhibited improvements in creditworthiness may be moved
from Stage 3 after a total of one-year probation period. These accounts are transferred to Stage 2
after six months of full payments and consequently transferred to Stage 1 after making the next six
months full payments.

In view of the government moratorium on loan payments, the Bank considered how the availment of
the borrowers and counterparties will affect the stage classification of the financial assets. In
particular, the Bank assessed how the availment of the mandatory grace period, together with other
relevant information about the borrower (e.g., impact of the pandemic to its industry and operations,
potential cash flow pressures affecting the borrower’s capacity to pay amounts becoming due), will
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affect SICR and default assessments. Based on these assessments, in the absence of indicators of
impairment or SICR since initial recognition, exposures to borrowers and counterparties who availed
of the mandatory grace period as provided for by law are classified as stage 1.

The Bank then measures the credit loss allowance on a financial instrument at an amount equal to
12-month expected credit losses for items categorized as stage 1 and lifetime credit losses to items
categorized as stage 2 and stage 3.

The Bank modeled the following inputs to the expected credit loss formula separately. The formula
is applied to each financial asset, with certain exceptions wherein a collective or other general
approach is applied:

Exposure at Default (EAD)

The Bank defines EAD as the principal and interests that would not be collected assuming the
borrower’s defaults during a future point in time. The Bank computes for a financial asset's EAD
using the expected contractual cash flows during the contractual life of the financial instrument. A
financial asset’s EAD is defined as the sum of EAD from principal and EAD from interest.

In relation to the modification of loans and receivables, the Bank utilized the revised or modified
cash flows of financial assets as EAD in calculating allowance for credit losses.

Probability of default (PD)

The Bank uses forward-looking PD estimates that are unbiased and probability-weighted using a
range of possible outcomes. The PD for each individual instrument is modelled based on historical
data and is estimated based on current market conditions and reasonable and supportable
information about future economic conditions. The Bank segmented its credit exposures based on
homogenous risk characteristics and developed a corresponding PD methodology for each portfolio.
The PD methodology for each relevant portfolio is determined based on the underlying nature or
characteristic of the portfolio, behavior of the accounts and materiality of the segment as compared
to the total portfolio. The Bank’s PDs are mainly categorized into the following: (a) corporate and
commercial loans; (b) small and medium-size enterprise financing; (c) auto and housing loans; and
(d) personal and consumption loans.

The PDs used in calculating allowance for credit losses have been updated with information after
considering the impact of the pandemic to current market conditions as well as expectations about
future economic conditions (i.e., forward-looking information).

Loss given default (LGD)

The Bank’s LGD model considers certain factors such as the historical cash flow recovery and
reasonable and supportable information about future economic conditions, where appropriate.
Generally, the model utilizes the Bank’s existing loan exposure rating system which is designed to
capture these factors as well as the characteristics of collaterals related to an exposure. In cases
wherein this does not apply, the Bank looks into the standard characteristics of collaterals (e.g., auto
and housing loans) in order to estimate an LGD factor.

Starting 2020, the Bank has considered current and forward-looking information related to the
COVID-19 pandemic in assessing the aforementioned factors — i.e., significant increase in credit
risk, default, EAD, PD, and LGD. The Group will continue to assess the impact of the pandemic and
the ongoing economic recovery in measuring ECL in the upcoming reporting periods.

Economic Overlays

The Bank's incorporates economic overlays into the measurement of ECL to add a forward-looking

risk measure parallel to the expected future macroeconomic atmosphere. A broad range of

economic indicators were considered for the economic inputs. The inputs and models used for
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calculating ECL may not always capture all characteristics of the market at the date of the financial
statements.

To address this, quantitative adjustments or overlays are occasionally made as temporary
adjustments when such differences are significantly material. The Bank’s loans and receivables
consist of different portfolios, such as corporate and commercial loans and consumer loans, as well
as other receivables (e.g., sales contract receivables). In compliance with PFRS 9, the Bank
developed ECL parameters and methodologies for each portfolio, using historical data as well as
forward-looking inputs and assumptions.

The Bank will continue to assess the current market conditions and forecasts of future economic
conditions, and its impact to the aforementioned items, in order to update the ECL on a timely basis
in the upcoming reporting periods, as the country continues to deal with this public health crisis.

Credit Review

In accordance with BSP Circular No. 855, credit reviews are conducted on loan accounts to
evaluate whether loans are granted in accordance with the Bank’s policies, to assess loan quality
and appropriateness of classification and adequacy of loan loss provisioning. Results of credit
reviews are promptly reported to management to apprise them of any significant findings for proper
corrective actions.

Market Risk

Market risk is the risk of loss that may result from changes in the price of a financial product. The
value of a financial product may change as a result of changes in interest rates, foreign exchange
rates, equity prices and other market changes. The Bank’s market risk originates from its holdings
of foreign exchange instruments, debt securities, and loans and receivables.

a. Interest rate risk
The Bank’s interest rate risk originates from its holdings of interest rate sensitive assets and
interest rate sensitive liabilities. The Bank follows prudent policies in managing its exposures to
interest rate fluctuations, and constantly monitors its assets and liabilities.

Interest rates on savings accounts are set by reference to prevailing market rates, while interest
rates on time deposits and special savings accounts are usually priced by reference to
prevailing rates of short-term government bonds and other money market instruments or, in the
case of foreign currency deposits, inter-bank deposit rates and other benchmark deposit rates in
international money markets with similar maturities.

The Bank is likewise exposed to fair value interest rate risk due to its holdings of fixed rate
government bonds as part of its financial assets at FVOCI and FVPL portfolio. Market values of
these investments are sensitive to fluctuations in interest rates.

The asset-liability gap analysis method is used by the Bank to measure the sensitivity of its
assets and liabilities to interest rate fluctuations. This analysis measures the Bank’s
susceptibility to changes in interest rates. The repricing gap is calculated by first distributing the
assets and liabilities contained in the Bank’s statement of financial position into tenor buckets
according to the time remaining to the next repricing date (or the time remaining to maturity if
there is no repricing), and then obtaining the difference between the total of the repricing
(interest rate sensitive) assets and the total of repricing (interest rate sensitive) liabilities.
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A gap is considered negative when the amount of interest rate sensitive liabilities exceeds the
amount of interest rate sensitive assets. A gap is considered positive when the amount of
interest rate sensitive assets exceeds the amount of interest rate sensitive liabilities.

Accordingly, during a period of rising interest rates, a bank with a positive gap would be in a
position to invest in higher yielding assets earlier than it would need to refinance its interest rate
sensitive liabilities. During a period of falling interest rates, a bank with a positive gap would
tend to see its interest rate sensitive assets repricing earlier than its interest rate sensitive
liabilities, restraining the growth of its net income or resulting in a decline in net interest income.

The Bank also monitors its exposure to fluctuations in interest rates by using scenario analysis
to estimate the impact of interest rate movements on its interest income. This is done by
modeling the impact to the Bank’s interest income and interest expenses of different parallel
changes in the interest rate curve, assuming the parallel change only occurs once and the
interest rate curve after the parallel change does not change again for the next twelve months.

b. Foreign currency risk
The Bank’s foreign exchange risk originates from its holdings of foreign currency-denominated
assets and liabilities (foreign exchange assets and liabilities). Foreign currency risk is the risk to
earnings or capital arising from changes in the foreign exchange rates.

The Bank’s policy is to maintain foreign currency exposure within existing regulations, and within
acceptable risk limits. The Bank believes in ensuring its foreign currency is at all times within
limits prescribed for financial institutions who are engaged in the same types of businesses in
which the Bank is engaged.

The monetary assets and liabilities carried in the RBU and FCDU books are all denominated in
their respective functional currencies, except for small non-recurring other monetary items.
Thus, risk is minimal.

Liquidity Risk and Funding Management

Liquidity risk is generally defined as the current and prospective risk to earnings or capital arising
from the Bank’s inability to meet its obligations when they become due without incurring
unacceptable losses or costs.

The Bank’s management involves maintaining funding capacity to accommodate fluctuations in
asset and liability levels due to changes in the Bank’s business operations or unanticipated events
created by customer behavior or capital market conditions. The Bank seeks to ensure liquidity
through a combination of active management of liabilities, a liquid asset portfolio composed
substantially of deposits in primary and secondary reserves, and the securing of money market lines
and the maintenance of repurchase facilities to address any unexpected liquidity situations.

Liquidity risk is monitored and controlled primarily by a gap analysis of maturities of relevant assets
and liabilities reflected in the maximum cumulative outflow report, as well as an analysis of available
liquid assets. Furthermore, monthly internal liquidity ratio equivalent to the ratio of volatile deposits
has been set to determine sufficiency of liquid assets over deposit liabilities.

Liquidity is managed by the Bank on a daily basis, while scenario stress tests are conducted
monthly.

The Bank started monitoring and reporting to the BSP the Liquidity Coverage Ratio and the Net
Stable Funding Ratio in 2018. Liquidity is managed by the Bank on a daily basis, while scenario
stress tests and sensitivity analysis are conducted periodically.
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RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. The Bank’s related parties include:

o key management personnel, close family members of key management personnel and entities
which are controlled, significantly influenced by or for which significant voting power is held by
key management personnel or their close family members;

¢ significant investors;
associates; and

o post-employment benefit plans for the benefit of the Bank’s employees

Generally, the related party transactions are settled in cash. There are no provisions for credit
losses for the first quarter of 2024 and 2023 in relation to amounts due from related parties.

Transactions with Retirement Plans

The Bank has a business relationship with its retirement plan pursuant to which it provides trust and
management services. As of March 31, 2024 and December 31, 2023, plan assets of the retirement
funds are managed by CBC’s Trust Department.

Significant transactions of the retirement fund, particularly with related parties, are approved by the
Retirement Committee (RC) of the Bank. The members of the RC are directors and key
management personnel of the Bank.

Remunerations of Directors and other Key Management Personnel

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the Bank, directly or indirectly. The Bank considers the
members of the Management Committee as key management personnel for purposes of PAS 24.

The Bank also provides banking services to key management personnel and persons connected to
them.

As of March 31, 2024 and December 31, 2023, all loans to related parties are secured and no
provision for credit losses was recorded.

As of March 31, 2024 and December 31, 2023, the number of common shares held by the Parent
Bank is 115.00 million. The Parent Bank does not hold preferred shares of the Bank in March 2024
and 2023.

Regulatory Reporting

As required by the BSP, the Bank discloses loan transactions with its and affiliates and investees
and with certain DOSRI. Under existing banking regulations, the limit on the amount of individual
loans to DOSRI, of which 70.00% must be secured, should not exceed the regulatory capital or
15.00% of the total loan portfolio, whichever is lower. These limits do not apply to loans secured by
assets considered as non-risk as defined in the regulations.

BSP Circular No. 423, dated March 15, 2004, amended the definition of DOSRI accounts. The
following table shows information relating to the loans, other credit accommodations and guarantees
classified as DOSRI accounts under regulations existing prior to said Circular, and new DOSRI
loans, other credit accommodations granted under said Circular:
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March 31, 2024 December 31, 2023

Related Party Related Party

DOSRI Loans Loans (inclusive DOSRI Loans Loans (inclusive

of DOSRI Loans) of DOSRI Loans)

Total outstanding DOSRI loans* R802,520,895 PR1,293,267,054 P991,373,501 P1,007,524,559
Percent of DOSRI/Related Party loans

to total loan portfolio** 0.68% 1.09% 0.86% 0.87%
Percent of unsecured DOSRI/Related

Party loans to total loan portfolio 0.23% 0.14% 0.17% 0.17%

Percent past due DOSRI/Related Party

loans to total loan portfolio - - - -
Percent of non—performing

DOSRI/Related Party loans to total

loan portfolio - - - -
* Includes deposits with CBC
** Total loan portfolio includes due from Parent Bank

The amounts of loans disclosed for related parties above differ with the amounts disclosed for key
management personnel since the composition of DOSRI is more expansive than that of key
management personnel.

BSP Circular No. 560 provides that the total outstanding loans, other credit accommodation and
guarantees to each of the bank’s/quasi-bank’s subsidiaries and affiliates shall not exceed 10.00% of
the net worth of the lending bank/quasi-bank, provided that the unsecured portion of which shall not
exceed 5.00% of such net worth. Further, the total outstanding loans, credit accommodations and
guarantees to all subsidiaries and affiliates shall not exceed 20.00% of the net worth of the lending
bank/quasi—bank; and the subsidiaries and affiliates of the lending bank/quasi-bank are not related
interest of any director, officer and/or stockholder of the lending institution, except where such
director, officer or stockholder sits in the BOD or is appointed officer of such corporation as
representative of the bank/quasi-bank.

On May 12, 2009, BSP issued Circular No. 654 allowing a separate individual limit of twenty-five
(25.00%) of the net worth of the lending bank/quasi-bank to loans of banks/quasi-banks to their
subsidiaries and affiliates engaged in energy and power generation.

Other Disclosures

(a) There are no unusual items of asset, liability, equity, net income or cash flow.

(b) There are no changes in estimates of amounts reported in prior interim periods of the current
financial year or changes in estimates of amounts reported in the prior financial year.

(c) There are no issuances, repurchases and repayments of debt and equity securities during the
period.

(d) No dividends were paid for ordinary and other shares during the period.

(e) The Bank does not prepare segment revenue and segment result reports, nor are they required
by the BSP.

(f) There are no material events subsequent to the end of the interim period that have not been
reflected in the financial statements.
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CHINA BANK SAVINGS, INC.

Annex 1

INTERIM STATEMENTS OF FINANCIAL POSITION

March 31, 2024
(Unaudited)

December 31,
2023
(Audited)

ASSETS
Cash and Cash Equivalents

Financial Assets at Fair Value through Profit or Loss
Financial Assets at Fair Value through Other

Comprehensive Income

Investment Securities at Amortized Cost

Loans and Receivables
Non-current Assets Held for Sale
Property and Equipment
Investment Properties

Branch Licenses

Software Costs

Deferred Tax Assets

Other Assets

R16,994,237,673
49,962,630

14,517,492,762
5,993,976,323
116,714,664,643
319,563,105
1,984,199,206
1,897,235,797
74,480,000
47,126,372
1,535,968,084
2,843,289,535

P20,001,169,247
50,900,076

12,411,859,455
6,258,780,708
110,315,101,840
213,368,762
1,965,413,487
1,950,006,358
74,480,000
49,440,405
1,495,380,660
2,651,992,262

R162,972,196,130R157,437,893,260

LIABILITIES AND EQUITY

Liabilities

Deposit Liabilities

Demand R24,857,506,277 P25,981,327,810

Savings 21,549,445,827 21,138,613,497

Time 96,057,765,890 90,535,289,647
142,464,717,994 137,655,230,954

Manager’s Checks 400,544,052 689,698,725

Accrued Interest and Other Expenses 1,158,891,765 1,021,694,150

Income Tax Payable 32,682,529 2,591,417

Other Liabilities 2,833,525,455 2,419,595,990

146,890,361,795

141,788,811,236

Equity

Capital stock

Additional paid-in capital
Other equity stock grants
Other equity reserves
Surplus

Remeasurement gains on retirement liability
Net unrealized losses on financial assets at fair value

through other comprehensive income
Cumulative translation adjustment

11,543,579,100
475,049,814
17,299,450
(2,248,520,637)
6,325,295,540
20,858,617

(106,836,898)
55,109,349

11,543,579,100
475,049,814
17,299,450
(2,248,520,637)
5,863,598,152
20,858,617

(70,830,608)
48,048,136

16,081,834,335

15,649,082,024

R162,972,196,130 P157,437,893,260
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CHINA BANK SAVINGS, INC.

Annex 2

INTERIM STATEMENTS OF INCOME

Quarters Ended March 31

2024
(Unaudited)

2023

(Unaudited)

INTEREST INCOME

Loans and receivables
Investment securities

Due from BSP and other banks

R2,921,937,281 P2,361,381,495

298,415,113
147,096,006

83,574,835
216,789,178

3,367,448,400 2,661,745,508

INTEREST EXPENSE

Deposit liabilities 1,403,507,244 887,431,719
Others 11,896,536 11,688,157

1,415,403,780 899,119,876
NET INTEREST INCOME 1,952,044,620 1,762,625,632
Service charges, fees and commissions 98,085,345 93,372,319
Gain on asset exchange 64,493,873 69,525,122
Income from property rentals 14,661,901 13,152,519
Miscellaneous 62,205,985 13,147,287
TOTAL OPERATING INCOME 2,191,491,724 1,951,822,879
Compensation and fringe benefits 400,192,937 369,393,279
Depreciation and amortization 118,504,130 112,653,775
Provision for impairment and credit losses 240,060,680 310,022,346
Taxes and licenses 200,644,078 146,485,244
Documentary stamp taxes 169,986,518 118,914,473
Insurance 104,110,321 84,291,759
Security, messengerial and janitorial 81,827,744 80,365,212
Acquired asset and other litigation expense 57,721,554 56,452,878
Transportation and travel 45,756,354 22,628,149
Occupancy costs 48,914,777 34,904,612
Entertainment, amusement and recreation 20,259,141 24,605,651
Utilities 19,276,179 17,448,761
Stationery, supplies and postage 14,343,524 17,569,323
Data processing and information technology 22,512,793 20,998,708
Miscellaneous 111,059,471 60,357,649
TOTAL OPERATING EXPENSES 1,655,170,201 1,477,091,819
INCOME BEFORE INCOME TAX 536,321,523 474,731,060
PROVISION FOR INCOME TAX 74,624,135 54,629,573

NET INCOME

R461,697,388

P420,101,487

SEC Form 17-Q | For the period ended March 31, 2024
CHINA BANK SAVINGS, INC.

40



CHINA BANK SAVINGS, INC.

Annex 3

INTERIM STATEMENTS OF COMPREHENSIVE INCOME

Quarters Ended March 31

2024 2023
(Unaudited) (Unaudited)
NET INCOME R461,697,388 P420,101,487
OTHER COMPREHENSIVE INCOME (LOSS)
Items that recycle to profit or loss in subsequent periods:
Changes in net unrealized losses on financial assets at fair value
through other comprehensive income: (36,006,290) 18,319,468
Cumulative translation adjustment 7,061,213 (10,119,299)
(28,945,077) 8,200,169
TOTAL COMPREHENSIVE INCOME R432,752,311 P428,301,656
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CHINA BANK SAVINGS, INC. Annex 4
INTERIM STATEMENTS OF CHANGES IN EQUITY
Net Unrealized
Losses on
Financial
Assets at Fair
Remeasurement Value through
Additional Other Other Gains on Other Cumulative
Capital Paid-in Equity Equity Retirement Comprehensive Translation
Stock Capital Stocks Grants Reserves Surplus Liability Income Adjustment Total Equity
Balance at January 1, 2024 (Audited) R11,543,579,100 R475,049,814 PR17,299,450 (P2,248,520,637) R5,863,598,152 P20,858,617 (R70,830,608) PR48,048,136 R15,649,082,024
Total comprehensive income (loss)
for the period - - - - 461,697,388 - (36,006,290) 7,061,213 432,752,311
Balance at March 31, 2024 (Unaudited) R11,543,579,100 R475,049,814  PR17,299,450 (P2,248,520,637) P6,325,295,540 R20,858,617 (R106,836,898) R55,109,349 R16,081,834,335
Balance at January 1, 2023 (Audited) P10,543,579,100 P485,049,814  P17,277,400 (P2,248,520,637) P4,035,772,746 P62,564,193 (P160,439,115) P79,148,151 P12,814,431,652
Total comprehensive income (loss)
for the period — — — — 420,101,487 — 18,319,468 (10,119,299) 428,301,656
Balance at March 31, 2023 (Unaudited) P10,543,579,100 P485,049,814  P17,277,400 (P2,248,520,637) P4,455,874,233 P62,564,193 (P142,119,647) P69,028,852 P13,242,733,308

SEC Form 17-Q | For the period ended March 31, 2024

CHINA BANK SAVINGS, INC.

42



CHINA BANK SAVINGS, INC.

Annex 5

INTERIM STATEMENTS OF CASH FLOWS

Quarters Ended March 31

2024
(Unaudited)

2023
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and amortization
Provision for impairment and credit losses
Gain on asset exchange
Amortization of premium on investment securities
Interest on lease liabilities
Changes in operating assets and liabilities:
Decrease (increase) in the amounts of:
Financial assets at fair value through profit or loss
Loans and receivables
Other assets
Increase (decrease) in the amounts of:
Deposit liabilities
Manager’s checks
Accrued interest and other expenses
Other liabilities

R536,321,523

118,504,130
240,060,680
(64,493,873)
9,367,778
11,896,536

(49,962,630)
(7,257,503,234)
191,297,273

4,809,487,040
(289,154,673)
137,197,615
413,929,465

P474,731,060

112,653,775
310,022,346
(69,525,122)
8,234,157
11,688,157

(6,548,840,777)
(104,259,855)

6,608,291,937
114,088,183
163,377,005
313,567,163

Net cash provided by (used in) operations
Income tax paid

(1,193,052,370)
(44,533,023)

1,394,028,029
(54,633,947)

Net cash provided by (used in) operating activities

(1,237,585,393)

1,339,394,082

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:

Investment securities

Property and equipment

Software costs
Proceeds from sale/maturity of:

Investment securities

Property and equipment

Investment properties

Non-current assets held for sale

(10,932,850,269)
(125,478,986)
(560,910)

9,105,781,086
63,047,977
145,187,391
105,790,075

(1,133,009,129)
(205,860,573)

121,939,431
168,366,520
86,061,561

Net cash used in investing activities

(1,639,083,636)

(962,502,190)

CASH FLOWS FROM FINANCING ACTIVITY
Payments of principal portion of lease liabilities

(58,213,698)

(62,212,825)

EFFECT OF FOREIGN EXCHANGE RATE CHANGES ON

CASH AND CASH EQUIVALENT

(72,048,847)

(42,835,567)

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

(3,006,931,574)
20,001,169,247

271,843,500
20,615,819,887

CASH AND CASH EQUIVALENTS AT END OF PERIOD

R 16,994,237,673 P20,887,663,387
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CHINA BANK SAVINGS, INC.

Annex 6

FINANCIAL PERFORMANCE INDICATORS

Quarters Ended March 31

2024 2023

(Unaudited) (Unaudited)
Capitalization
Capital Adequacy Ratio (CAR) 12.25% 12.26%
Common Equity Tier (CET) 1 Ratio 11.32% 11.34%
Asset Quality
Gross Non-Performing Loans (NPL) Ratio 3.40% 3.88%
Non-Performing Loan Cover 81.99% 79.90%
Liquidity
Liquid Assets to Total Assets 23.04% 22.40%
Loans (net) to Deposit Ratio 81.93% 82.08%
Profitability
Return on Equity 11.64% 12.90%
Return on Assets 1.15% 1.31%
Cost Efficiency
Operating Expenses to Operating Income 64.57% 59.79%
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Definition of Ratios

Capitalization
CAR

CET 1 Ratio

Asset Quality
Gross NPL Ratio

NPL Cover

Liquidity

Liquid Assets to Total Assets

Loans (net) to Deposit Ratio

Profitability

Return on Equity

Return on Assets

Cost Efficiency

Cost-to-Income Ratio
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Total Qualifying Capital

Total Risk Weighted Assets

CET 1/ Tier 1 Capital

Total Risk Weighted Assets

Gross NPL

Gross Loans and Receivables

Total Allowance for Credit Losses on Loans
and Receivables

Gross NPL

Total Liquid Assets

Total Assets

Loans and Receivables, net of Allowance

Deposit Liabilities

Net Income after Tax

Average Total Equity

Net Income after Tax

Average Total Assets

Total Operating Expenses excluding Provision
for Impairment and Credit Losses

Total Operating Income
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