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CORP@RATE GOVERNANCE

creditors

LBP Leasing and Finance
Corporation is committed to
maintain a strong corporate
governance culture across
the organization by adhering
to good governance
practices. LLFC has fully
complied with the Code of
Corporate Governance
issued by GCG which is
operationalized through its
Manual of Corporate
Governance. The Board of
Directors, Management,
employees and shareholders
believe that corporate
governance is a necessary
component to enhance its
long-term value to its
stakeholders and improve
financial performance of the
Corporation thus they fully
subscribe to comply with
Good Governance

Conditions.

policies
corporations

shareholders

auditors (OVErnance

processes
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rolled objectives

rules
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GOVERNANCE
STRUCTURE

BOARD OF DIRECTORS
Composition

The BOD shall be composed of
eleven (11) directors as
provided in the Articles of
Incorporation and By-Laws of
the Corporation, at least two (2)
of whom should be
Independent Directors.

Independence of Directors
All
diligence

directors exercise due

and independent
judgment and make decisions
objectively in the best interest of

the Corporation.

The Chairman and the
President/CEO are separate
and distinct from each other to
achieve a balance of authority,
clear accountability and
capacity for independent
decision-making by the Board.
The Chairman’s primary

responsibility is for leading the
Board
effectiveness and adherence to
the
President/CEO is responsible for

and  ensuring its

good governance while
the supervision and direction of
the day-to-day business affairs of
the Corporation.

Appointment of Directors

Being a wholly-owned subsidiary
of Land Bank of the Philippines,
the members of the Board of
Directors (BOD) of LBP Leasing
and Finance Corporation are all
Appointive Directors and “shall
be appointed by the President of
the Philippines from a shortlist
prepared by the GCG.”

The term of office of each
Appointive Director shall be for
one (1) year, unless sooner
removed for cause, however,
each Appointive Director shall
continue to hold office until the
successor is appointed and
qualified.



Responsibilities

The primary function of the
BOD is to provide -effective
leadership and direction to
enhance the long-term value of
the  Corporation to  its
shareholders and other
stakeholders. The Board has the
overall ~ responsibility  for
reviewing the strategic plans

and performance objectives,

financial plans and annual
budget, key operational
initiatives, financial
performance  reviews  and

corporate governance practices.
The principal duties of the BOD
include the following among
others:

e Determine the
Corporation’s purpose, its
vision and mission and
strategies to carry out its
objectives;

e Establish the Corporation’s
business plans and
strategies and monitor on a
regular basis the
implementation of these
corporate strategies,
policies, and business
plans.

e Adopt a system of internal
checks and balances within
the BOD and/ or its
Committees. A review of
the effectiveness of such
system should be
conducted to ensure the
integrity of the decision-
making and reporting
process at all times;

e Identify key risk areas and
key performance indicators
and monitor these factors

e Install a process of selection
to ensure a mix of
competent officers and
adopt an effective
succession planning
program for Management;

¢ Ensure that the Corporation
complies with all relevant
laws, regulations and codes
of best business practices;

e Properly discharge Board
functions by meeting
regularly. Independent
views during Board
meetings shall be given due
consideration and all such
meetings shall be duly
minuted;

e Ensure that adequate
procedure, systems and
practices that protect the
Corporation’s assets and
reputation are in place and
are maintained.

Meetings and Attendance

The BOD holds regular meeting.
In 2019, there were twelve (12)
BOD meetings conducted to
evaluate and approve various
LLFC’s

matters related to

operations.

During its December 19, 2019
meeting, the BOD held a meeting
without the President/CEO
present.

Officers and employees who can
provide additional insights into
the matters to be discussed are
requested to be present during
the scheduled Board and Board
Committee meetings.

Management also furnishes
monthly reports to the Board to
provide sufficient information
as to the results of operations
and other matters for
information and action of the
Board.

The 2019 Annual Performance
Scorecard included the
Corporation’s Vision, Mission
and Strategies was reviewed
and approved by BOD prior to
submission to GCG. No
changes in the Vision and
Mission was adopted for 2019.



Self-Assessment

The Board has implemented a
process for assessing the
effectiveness of the Board as a
whole and the contribution by
each individual director to the
effectiveness of the Board on an
annual basis.

The members of the Board
conduct an annual self-rating to
measure the performance of the
Board and Management by
accomplishing the Board Self-
Assessment Questionnaire.

Chairman of the Board shall
provide parameters for the

assessment of the President and
CEO.

The Board performance criteria
are as follows:

e Performance of Individual
Directors

e Fullfillment of Board’s Key
responsibilities;

Board -

Management Relationship

Board

Processes and Meetings

e Quality  of
e Effectiveness of

e Board Structure

Likewise, by virtue of GCG MC
No. 2014-03 the Board also
performs the Performance
Evaluation  for  Directors
wherein they perform Self-
Appraisal and Peer Appraisal
as well as appraisal of the
Chairman. GCG generates the
rating forms submitted and
provides the Board Chairperson
with  the

Director.

rating for each

Access to Information

Management recognizes the
importance of ensuring the flow
of complete, adequate and
timely information to the
directors on an on-going basis to
enable the Board to make
informed decisions in the
discharge of their duties and
responsibilities.

To allow directors sufficient
time to prepare for the meetings,
the Board materials are
distributed at least three (3)
working days in advance of the
meeting. Any additional matter
or information requested by the
directors is promptly furnished.

Management’s proposals to the

Board for approval provide

background information such as

facts, resources needed, risk
analysis and mitigation
strategies, financial impact,
regulatory implications,
conclusions and
recommendations.

Remuneration of the Board
Each director shall receive per
diems, allowances, and
incentives in accordance with
the guidelines promulgated by
the GCG.

BOARD COMMITTEES

To aid in complying with the
principles of good corporate
governance, the Board
constituted five (5) Board
Committees - the Executive
Committee, Audit Committee,
Corporate Governance
Committee, Risk Management

The composition and the roles of
each committee including their
meetings and attendance during

the year are presented below:

Executive Committee

Composition
Chairperson Roberto U. Teo
Members Manuel H.
Lopez*
Silvestre
Manuel C.

Punsalan Jr.**
Edward John T.
Reyes

Francisco |.
Leonor Jr.
Conrado S.
Minano**

*replaced in end of May 2019
**elected as ExCom member May 2019
Committee Role

The Executive Committee shall
possess and may exercise all the
powers on specific matters within
the competence of the BOD
particularly in the management
and direction of the affairs of the
Corporation and as may be
delegated by the majority of the
BOD subject to the limitations
provided by the Corporation
Code. In accordance with the
CASA, the ExCom evaluates,
approves or recommends to the
Board credit proposals, credit
policies for Board consideration,
disposal of acquired assets and
procurement and disposal of
Corporate Assets.

Meetings and Attendance for the
Year

The Committee met twelve (12)
times during the year 2019. All
members are present in all the
prescribed meetings.



Corporate Governance

Committee (Compensation/
remuneration Committee)
Composition

Cecilia C.
Borromeo

Chairperson

Leticia V.
Damasco

Members

Silvestre M.C.
Punsalan Jr.

Conrado S.
Minano Jr.

Roberto U. Teo

Committee Role

The Corporate Governance
Committee assists the Board of
Directors in fulfilling its
corporate governance
responsibilities and ensures the
Board’s effectiveness and its
observance of corporate
governance principles and
guidelines. Itis also serve as the
Compensation/Remuneration
Committee of the Corporation.

The Committee shall also
establish a formal and
transparent procedure for
developing a policy on
remuneration of officers to
ensure that their compensation
is consistent with the
Corporation’s culture, strategy
and business environment in
which it operates.

During the year 2019, the
Committee discussed and
endorsed to the BOD the 2018
Performance Based Bonus;
Result of Board Assessment;
Year 2019 Corporate Action
Plans; Status of Hiring and 2018
Industry Report; Year 2018 PBI
of Directors; Hiring of Legal
Counsel; Revision of the Admin
Manual - Disciplinary Process
and Imposition of Penalties;
Grant of Service Recognition
Incentives for 2019 and Grant of
Productivity enhancement
Incentives for 2019.

Meetings and Attendance for
the Year

The Committee met four (4)
times during the year 2019, all
the members are present in all
the meetings.



Risk Management Committee

Composition

Leticia V.
Damasco
Edward John
T. Reyes
Fritz M.
Salazar*
Conrado S.
Minano Jr.

Chairperson

Members

*%

*elected as member in June

**replaced

Committee Role

The Risk Management
Committee shall be primarily
responsible for the development
and oversight of the risk
management programs of the
Corporation.
shall
environment for the Corporation
and provide direction for the
activities
acceptable level the risks that
may be adversely affect the

The Committee
monitor the risk

to mitigate to an

Corporation’s ability to achieve
its goals.

For the year 2019, the RiskCom
were discussed and reviewed
the 2018 Risk Management
Committee Accomplishment
Report, 2019 Risk Management
Committee Plans and Programs;
Risk Management Program for
Subsidiaries; 2019 Risk Control
Self-Assessment Matrix; 2019
Information Risk Asset Register
& Risk Treatment Register,
Industry Report for 2018;
Concentration of Risks; Report
on Large Exposures and
Restructured Accounts; Report
on Liquidity and Repricing Gap;
Report on Booked Loss
Provision against Impairment
Losses; Status and Updates on
Accounts Endorsed to Remedial
Accounts Management Unit;
Report on Sources and Uses of
Funds; Credit Ratings of
Existing Accounts; and Job
description of seconded Risk
Officer from LBP. The RiskCom
also endorsed the approval of
the following : (1) Operating
Procedures of Accounting Unit,
Treasury Services Unit and Risk
Management Office; (2)
Proposed Revised Information
Technology (IT) Manual; (3)
Review of various manual of
LLFC and (4) ERM Programs
and Implementation Plan.

Meetings and Attendance for
the Year

The Committee met five (5) times
in 2019. All directors are present
in all meetings.







Employees

LLFC continues to promote betterment of it its officers and employees by sending them to various training and
development programs covering negotiations with clients, management development, compliance, leadership and

governance.

The Corporation also provides healthcare benefits to its employees and conducts regular fellowship activities to

continue to nurture positive relationship among its Directors, officers and employees.

2019 EMPLOYEE TRAINING AND DEVELOPMENT

PARTICIPANTS
PARTICULARS VENUE DATE OF SEMINAR ORGANIZER NO. OF TRAINING
MALE | FEMALE
L kC li
AMLA LLFC Board Room January 23, 2019 18 35 |-andbank Compliance 4hours
Management Group-AML
2019 LTS Tax Conference BIRRDO 125 February 20,2019 1 0 BIR 8 hours
LBP Risk M t
Walkthrough Session LBP Main Office February 22,2019 0 2 6 Isk Managemen 8 hours
roup
Mandatory Continuing Legal Education [Leagaspi Village Makati City March 14-15,21-22, 2019 0 1 Access 32 hours
PAG-IBIG Forum McDo Green Belt March 12,2019 0 2 Pag-Ibig Fund Buendia 8 hours
Updat Small Claims Court with
_p a.eson mz.a ?lms ourtwi Herald Suit Chino Roces May 23,2019 0 1 CMAP 8 hours
Highlights on Violation of BP 22
Tax Amnesty BIR Building QC June 18,2019 1 0 BIR 8 hours
Credit investigation Techniques Herald Suit Chino Roces July 25,2019 1 1 CMAP 8 hours
Managing Face to Face Customer Service |St. Giles, Makati September 9, 2019 1 5 Training for Less 8 hours
Collection and Negotiation Techniques |Malugay Makati City September 18,2019 1 4 PFA 8 hours
LTAD Quarterly Tax Updates Seminar BIR Quezon City September 18,2019 1 0 BIR 8 hours
Effective Prospecting for Sales Success  |St. Giles, Makati September 25,2019 0 3 Training for Less 8 hours
G t P t R Act
9;’3"“" rocurement Reporm ACt 1 tel Kimberly Manila September 25-27, 2019 1 0 |AciA 24 hours
Agile Leadership: The power of Agile . .
e GuthrieJensen Center September 26-27, 2019 2 1 GuthrieJensen 16 hours
Leader and Organization
Gender Continuity Training LBP Main Office October 14-16, 2019 1 1 LBP Main Office 24 hours
C te Enh t for Peak
orporatetnhancement for Fea St. Giles, Makati October 23,2019 1 2 Training for Less 8 hours
Performance
C te Enh t for Peak
orporatetnhancement for Fea St. Giles, Makati October 23,2019 0 3 Training for Less 8 hours
Performance
Basic Records & Administrative National Archives of the
Management / Records Disposal LLFC Board Room November 11-13,2019 6 15 Philioi 24 hours
ilippines
Administration PP
Mastering the Basic of Letters of Credit  |Marriott Grand Ballroom November 14-15,2019 0 2 Center for Global Practices 16 hours
iﬁllg R?VISEd Corporate Code of the Marriot Grand Ballroom November 20, 2019 0 1 Center for Global Practices 8 hours
ilippines




CORPORATE SOCIAL RESPONSIBILITY

Community and Environment

The Corporation is an active partner of Manila Bay S.U.N.S.E.T. Partnership Program Inc., that
promote and implement sustainable and supplementary efforts to improve the environmental quality
of Manila Bay. This activity develops environmental awareness as well as reinforces commitment to
corporate social responsibility. LLFC has committed to make annual contribution to help facilitate
the implementation of projects and programs by the Manila Bay S.U.N.S.E.T. Partnership Program
Inc. and encourages its employees to actively participate in the clean-up programs.

On August 31, 2019, LLFC employees participated in the Annual Manila Bay Clean-up held at the
Long-Island, Las Pinas Paranaque Wetland Park, Las Pinas City. LLFC employees also attended
the July 7, 2019 Manila Bay Clean up Run.
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REPUBLIC OF THE PHILIPPINES
COMMISSION ON AUDIT
Corporate Government Sector
Cluster 1 — Banking and Credit

INDEPENDENT AUDITOR’S REPORT

The Board of Directors

LBP Leasing and Finance Corporation
15" Floor, SSHG Law Center

105 Paseo De Roxas

Legaspi Village, Makati City

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of LBP Leasing and Finance Corporation
(LLFC) (a wholly-owned subsidiary of Land Bank of the Philippines), which comprise the
statements of financial position as at December 31, 2019 and 2018, and the statements
of comprehensive income, statements of changes in equity and statements of cash
flows for the years then ended, and notes to financial statements including a summary
of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the LLFC as at December 31, 2019 and 2018, and its
financial performance and its cash flows for the years then ended, in accordance with
Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the LLFC in accordance with the ethical requirements
that are relevant to our audit of the financial statements in the Philippine Public Sector,
and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with PFRSs, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the
LLFC’s ability to continue as going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management
either intends to liquidate the LLFC or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the LLFC’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISSAIls will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISSAls, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

. Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the LLFC’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by management.

. Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

14



Report on Other Regulatory Requirements

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information in Note 30 and Note 31 to
the financial statements are presented for purposes of filing with the Bureau of Internal
Revenue, and complying with the Revised Securities Regulation Code Rule 68 issued
by the Securities and Exchange Commission and the Bangko Sentral ng Pilipinas
Circular No.1075, respectively, and is not a required part of the basic financial
statements. Such information is the responsibility of management and has been
subjected to the auditing procedures applied in our audits of the basic financial
statements. In our opinion, the information is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

COMMISSION ON AUDIT

«

o

CHI ELICES
upervi Auditor
July 21, 2020
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LBP LEASING AND FINANCE CORPORATION

(A LANDBANK SUBSIDIARY)

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL
STATEMENTS

The management of LBP LEASING AND FINANCE CORPORATION or “the

Corporation” is responsible for the preparation and fair presentation of the financial statements
including the schedules attached therein, for the years ended December 31, 2019 and 2018, in
accordance with the prescribed financial reporting framework indicated therein, and for such
internal control as management determines is necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Corporation’s
ability to continue as a going concern, disclosing, as applicable matters related to going concemn
and using the going concem basis of accounting unless management either intends to liquidate

the Corporation or to cease operations, or has no realistic alternative to do so
The Board of Directors is responsible for overseeing the Corporation’s financial reporting

process.
The Board of Directors reviews and approves the financial statements including the schedules
attached therein, and submits the same to the stockholders or members.

The Commission on Audit, the independent auditors, has audited the financial statements of the
Corporation in accordance with International Standards of Supreme Audit Institutions, and in its
report to the stockholders, has expressed its opinion on the fairmess of presentation upon

completion of such audit.

Wil

CECILIA C. BORROMEO
Chairman of the Board

Signature: /—

O J. LEONOR JR.
sident/CEQO

Signature: /)-\ nd L
2
VP/C inandial Ofﬁccr

Signed this 2" dayof "W 2020

Signature:

15/F Sycipl.aw Center, No, 105 Paseo de Roxas, Makati City 1223, Philippines
Trunkline No.: (02) 8818-2200 » Fax No.: (02) 8818-6176 « Website: www.Ibpleasing.com
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LBP LEASING AND FINANCE CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
STATEMENTS OF FINANCIAL POSITION
AS AT DECEMBER 31, 2019 and 2018

(In Philippine Peso)

Note 2019 2018
ASSETS
Current Assets
Cash and Cash Equivalents 7 25,071,925 48,137,857
Financial Assets at Amortised Cost 8,14 1,479,806,692 1,558,289,710
Other Current Assets, net 13 9,208,314 21,186,625
Total Current Assets 1,514,086,931 1,627,614,192
Non-Current Assets
Financial Assets at Amortised Cost 8, 14 3,144,686,942 2,681,747 ,577
Investment Properties, net 9,14 13,921,984 9,697,212
Equipment and Other Property for Lease, net 10 185,743,416 30,229,918
Property and Equipment, net 11 53,090,202 30,681,091
Non-Current Assets Held for Sale, net 12 308,858,250 308,858,250
Deferred Tax Asset 24 53,753,578 57,547,448
Other Non-Current Assets, net 13 1,273,083 1,976,373
Total Non-Current Assets 3,761,327,455 3,120,737,869
Total Assets 5,275,414,386 4,748,352,061
LIABILITIES
Current Liabilities
Financial Liabilities 15 2,582,032,561 2,225,772,656
Deposit on Lease Contracts 21 179,787,951 133,702,433
Inter-Agency Payables 16 15,373,281 14,273,740
Other Payables 17 66,224,718 57,154,101
Total Current Liabilities 2,843,418,511 2,430,902,930
Non-Current Liabilities
Financial Liabilities 16 724,975,449 620,450,577
Deposit on Lease Contracts 21 224,483,871 188,920,823
Retirement Liability 22(b) 22,247,019 17,113,259
Total Non-Current Liabilities 971,706,339 826,484,659
Total Liabilities 3,815,124,850 3,257,387,589
EQUITY
Capital Stock 18(a)
Issued Capital 485,552,550 485,552,550
Additonal Paid-in Capital 113,970,900 113,970,900
Treasury Stock (10) (20)
599,523,440 599,523,430
Retained Earnings 18(b)
Appropriated 600,000,000 600,000,000
Unappropriated 271,229,931 295,586,380
871,229,931 895,586,380
Accumulated Other Comprehensive Income (Loss)
Remeasurement of Retirement Benefit
Obligation 22(b) (10,463,835) (4,145,338)
(10,463,835) (4,145,338)
Total Equity 1,460,289,536 1,490,964,472
Total Liabilities and Equity 5,275,414,386 4,748,352,061

The Notes on pages 9 to 78 form part of these financial statements.



LBP LEASING AND FINANCE CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED December 31, 2019 and 2018
(In Philippine Peso)

Note 2019 2018
INTEREST INCOME
Leases 8, 21 213,494,394 236,506,805
Loans 8 175,531,426 167,330,267
Deposits in Banks 7 157,056 149,114
389,182,876 403,986,186
INTEREST EXPENSE
Borrowed Funds 15 (167,102,379)  (102,999,771)
NET INTEREST INCOME 222,080,497 300,986,415
OTHER INCOME
Operating Leases 8, 21 51,860,862 55,865,443
Other Income 19 123,959,151 122,541,303
175,820,013 178,406,746
DIRECT EXPENSES
Security, Messengerial, Janitorial and Contractual Services 21 (170,256,843)  (159,523,974)
Provision for Credit and Impairment Losses 8, 14 (38,500,000) (32,997,215)
Compensation and Fringe Benefits - Marketing Operations 22(a) (23,669,850) (19,763,017)
Documentary Stamp Used (20,311,570) (16,476,913)
Depreciation-Equipment and Other Property for Lease 10 (8,281,539) (8,218,860)
Insurance (6,943,562) (7,305,915)
Repairs and Maintenance (4,980,844) (4,266,180)
Transfer Mortgage and Registration Fees (1,255,051) (1,043,963)
(274,199,259)  (249,596,037)
GROSS INCOME 123,701,251 229,797,124
GENERAL AND ADMINISTRATIVE EXPENSES
Taxes, Insurance Premiums and Other Fees (27,714,111) (27,460,090)
Compensation and Fringe Benefits 22(a) (22,047,484) (21,698,439)
Depreciation/Amortization 11 (4,136,273) (2,953,451)
Other Maintenance and Operating Expenses 20 (23,110,009) (17,909,276)
(77,007,877) (70,021,256)
NET INCOME BEFORE INCOME TAX 46,693,374 169,775,868
Income Tax Expense 24 (28,175,823) (44,569,786)
NET INCOME AFTER TAX 18,517,551 115,206,082
OTHER COMPREHENSIVE INCOME/(LOSS)
Item that will not be reclassified to profit and loss
Remeasurement Loss on Retirement Benefit Obligation 22(b) (6,318,497) 1,142,828
TOTAL COMPREHENSIVE INCOME 12,199,054 116,348,910
EARNINGS PER SHARE 27 0.38 2.37

The Notes on pages 9 to 78 form part of these financial statements.



LBP LEASING AND FINANCE CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018
(In Philippine Peso)

Issued  Additional Paid- Treasury Retained Earnings Atg:umulated Other
i i i omprehensive
Capital in Capital Stock Unappropriated  Appropriated Gaini/(Losses) Total
Note 18(a) Note 18(b) Note 18(c)
BALANCE, 1 JANUARY 2018 485,652,550 113,970,900 0 228,692,798 600,000,000 (5,288,166) 1,422,928,082
CHANGES IN EQUITY FOR 2018
Add/(Deduct):
Cash Dividend to National
Government (48,312,500) (48,312,500)
Reacquisition of Common Stock (20) (20)
Net Income for the Year 115,206,082 115,206,082
Remeasurement Loss Retirement
on Benefit Obligation 1,142,828 1,142,828
BALANCE, 1 JANUARY 2019 485,552,550 113,970,900 (20) 295,586,380 600,000,000 (4,145,338)  1,490,964,472
CHANGES IN EQUITY FOR 2019
Add/(Deduct):
Cash Dividend to National
Government (42,874,000) (42,874,000)
Reacquisition of Common Stock 10 10
Net Income for the Year 18,517,551 18,517,551
Remeasurement Loss Retirement
on Benefit Obligation (6,318,497) (6,318,497)
BALANCE, 31 DECEMBER 2019 485,552,550 113,970,900 (10) 271,229,931 600,000,000 (10,463,835)  1,460,289,536

The Notes on pages 9 to 78 form part of these financial statements.
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LBP LEASING AND FINANCE CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018

(In Philippine Peso)

Note 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Inflows
Interest Received 388,191,603 401,285,280
Other Income Received 123,978,062 293,723,805
Cash Received from Clients 2,527,906,963 6,232,675,179
Total Cash Inflows 3,040,076,628 6,927,684,264
Cash Outflows
Cash Paid to Clients (2,842,632,372) (6,849,208,976)
Cash Paid to Settle Expenses (296,923,370) (278,856,611)
Interest Paid (169,077,142) (93,264,425)
Income Taxes Paid (25,380,959) (40,822,138)
Total Cash Outflows (3,334,013,843)  (7,262,152,150)
Net Cash Used in Operating Activities (293,937,215) (334,467,886)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash Inflows
Disposal of Property and Equipment 5,256,018 862,501
Cash Outflows
Acquisitions of Property and Equipment (168,293,233) (6,367,793)
Net Cash Used in Investing Activities (163,037,215) (5,505,292)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash Inflows
Proceeds from Borrowings Under Line of Credit Agreement 7,812,858,502 7,154,655,665
Reissuance of Shares 10 0
Total Cash Inflows 7,812,858,512 7,154,655,665
Cash Outflows
Payment of Long Term Debt (7,336,076,014)  (6,760,172,112)
Reacquisition of Shares 18a 0 (20)
Cash Dividends Paid 18b (42,874,000) (48,312,500)
Total Cash Outflows (7,378,950,014)  (6,808,484,632)
Net Cash Provided By Financing Activities 433,908,498 346,171,033
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (23,065,932) 6,197,855
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 48,137,857 41,940,002
CASH AND CASH EQUIVALENTS AT END OF YEAR 7 25,071,925 48,137,857

The Notes on pages 9 to 78 form part of these financial statements.



LBP LEASING AND FINANCE CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
NOTES TO FINANCIAL STATEMENTS
(Al amounts in Philippine Peso, unless otherwise stated)

(2 GENERAL INFORMATION
1.1 Corporate Information

The LBP Leasing and Finance Corporation, formerly LBP Leasing Corporation, (LLFC or
‘the Corporation”) was registered with the Securities and Exchange Commission (SEC)
on March 17, 1983 under SEC Registration No. 111115. It was granted by the SEC a
license to operate as a finance company on March 18, 1983.

The Corporation’s name was changed from LBP Leasing Corporation (LLC) to LBP
Leasing and Finance Corporation (LLFC) effective November 3, 2015.

LLFC’s registered address is at the 15" Floor Sycip Law Center, No. 105 Paseo De
Roxas, Makati City.

The principal activities of LLFC are as follows:

(a) To engage in direct leasing or financial leasing and to arrange or
underwrite and administer leases of all kinds of equipment, machines, vehicles,
facilities, appliances and all types of personal and real property;

(b) To engage in the business of financing merchandise particularly but not
limited to appliance, automobile, and truck retail sales, agricultural machinery
and equipment and to engage in the business of commercial, agricultural and
industrial financing, factoring and/or leasing, in all other various forms, within and
without the Republic of the Philippines;

(c) To extend credit facilities for and otherwise assist in the establishment,
operation, development, expansion and/or reorganization of industrial,
commercial, agricultural and other productive or profitable enterprises;

(d) To make loans with or without such security, as the Board of Directors
may think fit within the limits allowed by law; and

(e) To raise funds for the Corporation’s operations through the issuance of
debt instruments and/or securitization of its assets.

The Corporation is a wholly-owned subsidiary of Land Bank of the Philippines (LBP).
1.2 Issuance of Financial Statements
The Board of Directors (BOD), through Resolution No. 20-063, approved and authorized

for issuance the Corporation’s financial statements as of and for the years ended
December 31, 2019 and 2018 on May 11, 2020.
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2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION OF
FINANCIAL STATEMENTS

2.1 Statement of Compliance

The financial statements of the Corporation have been prepared in compliance with
Philippine Financial Reporting Standards (PFRSs) as prescribed by the Commission on
Audit through COA Resolution No. 2014-003 dated January 24, 2014, and adopted by
SEC.

2.2 Basis of Preparation

The principal accounting policies adopted in the preparation of these financial
statements are set out below. These policies have been consistently applied to both
years presented, unless otherwise stated.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Measurement

The financial statements have been prepared under the historical cost basis, except
when otherwise stated.

Presentation of Financial Statements

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1, Presentation of Financial Statements. The Corporation presents all
items of income and expenses in a single statement of comprehensive income.

The Corporation presents its statement of financial position broadly in order of liquidity.
Analysis regarding recovery (asset) or settlement (liability) within 12 months after the
statement of financial position date (current) and more than 12 months after the
statement of financial position date (non-current) is presented in Note 25 to the financial
statements.

Current versus Noncurrent Classification

The Corporation presents assets and liabilities in the statements of financial position
based on current and noncurrent classification. An asset is current when it is:
(a) expected to be realized or intended to be sold or consumed in the normal operating
cycle; (b) held primarily for the purpose of trading; (c) expected to be realized within 12
months after the reporting period; or (d) cash or cash equivalent unless restricted from
being exchanged or used to settle a liability for at least 12 months after the reporting
period.

A liability is current when it is: (a) expected to be settled in the normal operating cycle;
(b) held primarily for trading; (c) due to be settled within 12 months after the reporting
period; or (d) there is no unconditional right to defer the settlement of the liability for at
least 12 months after the reporting period.
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The Corporation classifies all other assets and liabilities as noncurrent. Deferred tax
assets and liabilities are classified as noncurrent.

Functional and Presentation Currency

These financial statements are presented in Philippine peso, the Corporation’s functional
and presentation currency, and all values are rounded to the nearest peso, except when
otherwise indicated.

Use of Judgments and Estimates

The preparation of financial statements in compliance with PFRS requires the use of
certain critical accounting estimates. It also requires the management to exercise
judgment in the most appropriate application of the accounting policies. The areas where
significant judgments and estimates have been made in preparing the financial
statements and its effects are disclosed in Note 4.

Changes in Accounting Policies and Disclosures
a. New standards and amendments issued and effective from January 1, 2019.

The accounting policies adopted are consistent with those of the previous financial year,
except for the adoption of the following new and amended PFRSs which the Corporation
adopted effective for annual periods beginning on or after January 1, 2019

e PFRS 16, Leases — PFRS 16 supersedes PAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, Standing Interpretations Committee
(SIC) Interpretation No 15 Operating Leases-Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal form of a Lease. The standard sets
out the principles for the recognition, measurement, presentation and disclosure of
leases and requires almost all leases to be brought onto lessees’ statement of
financial position under a single model (except leases of less than 12 months and
leases of low-value assets), eliminating the distinction between operating and
finance leases.

Lessor accounting under PFRS 16 is substantially unchanged from PAS 17. Lessors
will continue to classify leases as either operating or finance leases using similar
principles as in PAS 17. Therefore, PFRS 16 does not have an impact for leases
where the Corporation is the lessor.

The Corporation adopted PFRS 16 using the retrospective approach, with the date of
initial application of January 1, 2019. The Corporation elected to use the transition
practical expedient to not reassess whether a contract is, or contains, a lease at
January 1, 2019. Instead, the Corporation applied the standard only to contracts that
were previously identified as leases applying PAS 17 and IFRIC 4 at the date of
initial application. The Corporation also elected to use the recognition exemptions for
lease contracts that, at the commencement date, have a lease term of 12 months or
less and do not contain a purchase option (short-term leases), and lease contracts
for which the underlying asset is of low value (low-value assets).
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Upon adoption of PFRS 16, the Corporation applied a single recognition and
measurement approach for all leases for which it is the lessee, except for short-term
leases and leases of low-value assets wherein associated lease payments are
recognized as an expense on a straight-line basis over the lease term. The
Corporation recognized lease liabilities to make lease payments and right-of-use
assets representing the right to use the underlying assets. In accordance with the
retrospective method of adoption, the Corporation applied PFRS 16 at the date of
initial application as if it had already been effective at the commencement date of
existing lease contracts.

IFRIC Interpretation 23, Uncertainty over Income Tax Treatment — The Interpretation
addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of PAS 12 Income Taxes. It does not apply to taxes or
levies outside the scope of PAS 12, nor does it specifically include requirements
relating to interest and penalties associated with uncertain tax treatments. The
Interpretation specifically addresses the following:

e Whether an entity considers uncertain tax treatments separately

» The assumptions an entity makes about the examination of tax treatments by
taxation authorities

e How an entity determines taxable profit (tax loss), tax bases, unused tax
losses, unused tax credits and tax rates

e How an entity considers changes in facts and circumstances

The Corporation determines whether to consider each uncertain tax treatment
separately or together with one or more other uncertain tax treatments and uses the
approach that better predicts the resolution of the uncertainty.

The Corporation applies significant judgement in identifying uncertainties over
income tax treatments.

The Interpretation did not have an impact on the financial statements of the
Corporation.

Amendments to PFRS 9: Prepayment Features with Negative Compensation —
Under PFRS 9, a debt instrument can be measured at amortized cost or at fair value
through other comprehensive income, provided that the contractual cash flows are
‘'solely payments of principal and interest on the principal amount outstanding’ (the
SPPI criterion) and the instrument is held within the appropriate business model for
that classification. The amendments to PFRS 9 clarify that a financial asset passes
the SPPI criterion regardless of an event or circumstance that causes the