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OPERATIONAL HIGHLIGHTS

(amount in Millions)

Balance Sheet

Total Assets Total Liabilities Total Equity
m 2018 4,748 3,257 1,491
W 2019 5,275 3,815 1,460
m 2020 5,039 3,270 1,769
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Income Statement

ol il .

Total Revenues Total Expenses Net Income After Tax
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Total Comprehensive
Income

w2018 582 423 115 116
m 2019 565 518 19 12
w2020 1,292 760 340 337
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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.
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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.



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
with due diligence;

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.

Board Meetings and
Attendance

The Board holds regular monthly
meetings to be held every last
Thursday of each month unless
agreed otherwise in accordance
with the agreement during the
March 28, 2019 Board meeting.
This was also adopted for the
2020 scheduled meetings of the
Board.

In 2020, there were twelve (12)
BOD meetings conducted to
evaluate and approve various
LLEC’s

matters related to

operations.

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 2020 Annual Performance
Scorecard which 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 were
adopted by the Board for 2020
based on their review and

deliberation.



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 Fulfillment of Board’s Key
responsibilities

e Quality of Board -
Management Relationship

o Effectiveness of  Board
Processes and Meetings

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 rating for each
Director.
Results of the Board

assessments in disclosed in the
LLFC website under the
Corporate Governance Seal.

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 and Board Commnittee
materials are distributed at
least three (3) working days
prior to the scheduled 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
Committee and Related Party
Transaction Committee.

The composition and the roles of each
committee including their meetings
and attendance during the year are
presented below:

Executive Committee

Composition
Chairperson Cecilia C. Borromeo*
Vice- Roberto U. Teo*
Chairperson
Members Edward John T. Reyes

Conrado S. Minano
Fritz M. Salazar**
Francisco |. Leonor
]r Ead

Silvestre Manuel C.
Punsalan Jr.***

*elected as ExCom Chairperson December 2020
replacing Dir. Teo who was the Chairperson
before her election.

**elected as ExCom member in August 2020
***resigned as of September 30, 2020
****veplaced as of July 2020

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 ExCom met fourteen (14) times
during the year 2020. Dir. Mifano
missed one of the meeting while the rest
of the meetings were attended by all the
members of the Committee.



For the year 2020, the Audit
Committee has reviewed and
assessed the adeguacy of the
Corporation’s internal controls,
risk management systems and
regulatory compliance that were
found to be adequate and

acceptable.

Meetings and Attendance for
the Year

The Committee had seven (7)
meetings in 2020. The
AuditCom members attended all
required meetings.

Corporate Governance
Committee (Compensation/
Remuneration Committee)
Composition

Cecilia C.
Borromeo

Chairperson

Members Roberto U. Teo

Leticia V.
Damasco

Edgar Crisanto
R. Violan*

Nanziancino M.
Dilay*

Conrado S.
Miniano**

Silvestre M.C.
Punsalan Jr.**

*assumed as member of CorpGov in August
2020
**replaced by Dir. Violan and Dir. Dilay

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.

It is also serves 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 2020, the
Committee discussed and
endorsed to the BOD the
Revised Table of Organization,
Hiring of General Counsel;
Revision of the Admin Manual,
Strategic Performance
Management System;
Guidelines in the Handling of
Administrative Cases and
Procedural Lapses, Revised
Corporate Governance Manual,
Adoption of the Loyalty Cash
Award as Allowed After the
Adoption of the Modified Salary
Structure and Result of Board
Self-Assessment for Yr2019
among others.

Meetings and Attendance for
the Year

The Committee met three (3)
times during the year 2020, all
the members are present in all
the Committee meetings.



Risk Management Commiittee

Composition

Chairperson

Edward John
T. Reyes*

Members

Leticia V.
Damasco

Related Party Transaction

Fritz M.
Salazar
Virgilio M.
Sangutan™*

*elected as OIC of LLFC in October 2020
**teplaced Dir. Salazar in October 2020

Committee Role

The Risk Management
Committee shall be primarily
responsible for the development
and oversight of the risk
management programs of the
Corporation. ~ The Committee
shall monitor the  risk
environment for the Corporation
and provide direction for the
activities to mitigate to an
acceptable level the risks that
may be adversely affect the
Corporation’s ability to achieve
its goals.

For the year 2020, the RiskCom
approved, endorsed to the Board
and noted various Guidelines,
manuals, risk reports including
accomplishment report and
plans and programs of the Risk
Management Unit. The details of
the accomplishment is in the
website of LLFC under the
Corporate Governance Seal.

Meetings and Attendance for
the Year

The Committee met five (5) times
in 2020. All directors are present
in all meetings.

Committee
Composition
Chairperson Virgilio M.
Sangutan
Members Fritz M.
Salazar
Conrado S.
Mifiano

Committee Role

The Related Party Transaction
Committee shall evaluate related
party transactions to ensure that
the transactions are at arms
length basis.

Meetings and Attendance for
the Year

The Committee met once in 2020.
All directors are present in the
said meeting.

Board Level Committee
Assessment

The Board Committees
assesses their performance
using the approved
Guidelines on the
Performance Rating System
of LLFC Board-Level
Committees. The result of the
Board Committees
Assessment is disclosed in the
LLFC website under the
Corporate Governance Seal.




Risk Management System

The Risk Management Unit is the one responsible for
developing gquidelines and policies for effective risk
management of the Corporation. It is also responsible
for identifying the key risk exposures, assessing and
measuring the extent of risk exposures of the
Corporation in the conduct of business on an enterprise
wide basis. It performs independent monitoring and
objective assessment of decisions to accept particular
risks whether these are consistent with board approve
policies on risk tolerance and the effectiveness of the
corresponding risk mitigation measures.

The Corporation maintains a risk register that identifies
the material risks and the internal controls in place to
manage and mitigate the risks.

The risk register is reviewed annually by the Risk
Management Committee.

The Risk Officer reports directly to the Risk
Management Committee.

Compliance and Anti-Money Laundering

The Compliance Unit of the Corporation is responsible
in ensuring compliance with existing laws, rules and
requlations issued by BSP, SEC and other regulatory
agencies. It also ensures timely submission of reports,
issues advisories on new regulations or amendments,
initiates policy pronouncements and implementation,
provides training to employees and reports on
significant compliance issues to the Management and

the Board.

The Compliance Officer reports directly to the Audit
Committee.

Whistleblowing Policy

The Whistleblowing policy of the Corporation enables
employees to report in good faith irregularities,
misconduct or raise serious concerns internally with
high-level of confidentiality and immunity so that
appropriate remedial action could be taken. The
guidelines also provide the rights of the whistleblower,
protection of the whistleblowers, remedies and

sanctions on the wviolation on the protection of
confidentiality, retaliatory actions and false, misleading and
malicious reports. It also emphasizes the oversight role of
the Board particularly the Corporate Governance
Committee in ensuring that the corporate governance

principles are adhered to by employees.

Code of Ethics and Conduct

The Corporation institutionalizes the highest ethical
standards through the strict implementation of the
provisions of RS 6713, An Act Establishing a Code of
Conduct and Ethical Standards for Public Officials and
Employees. Board and Officers and Employees of LBP
Leasing and Finance Corporation are among the Public
Officials defined in the aforementioned law. In addition,
the Corporation also adopts a Code of Conduct and
Employees Discipline to ensure the maintenance of
administrative discipline among its officers and employees
based on the principle that discipline is fundamental to its
success as an organization and as a business concern. As
such everyone are required to fully comply with the
Code of Conduct and Employees Discipline. The
Human Resource Unit under CSG monitors compliance in
the Code of Conduct by preparing regular reports (i.e.
tardiness, among others) and offenses are properly
sanctioned on a timely basis.

Stakeholders’ Interest

LBP Leasing and Finance Corporation had put in place
various practices for the protection, fair treatment and
dealings with all stakeholders.

Customers

LLFC is committed to providing the needs of its client’s
through quality service and relevant products and services
that adds value to the client’s business. The Corporation
actively implements the Anti-Red Tape Act which
prescribed the creation of Citizen’s Charter which was
made available to clients and the public assistance desk as
well as the “No Noon Break Policy’. Because the
Corporation strives for continuous improvement, it had
adopted a system to address complaints and suggestions by
clients.

Compliance to Good Governance Condition

The Board, Management and Employees of LLEC fully complies with Good Corporate Governance Condition which
include SALN submission and compliance to requirements of the Citizens’ Charter, Transparency Seal and Quality

Management System




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.

2020 EMPLOYEE TRAINING AND DEVELOPMENT

- = = - Participants - - - |No. of Traini
Particulars Venue Date of Seminar Male Female Organizer Hours
1 (Howto Spot Fake Documents, Verfiy Signature, Prevent and Deteg Zoom December 17, 2020 1 3 Credit F.?an_agement)\ssuclatlnn of a2
the Philippines
2 |ALAEd earning E-Learning December 4, 2020 17 30 Admin/Landbank 8
3 [Credit Risk Engine System (CRES } Scoring Faciliby Microsoft Teams Movember 20, 2020 =1 10 Landbank ofthe P hilippines 2
MNowember
4 |Training Course on 150 9001:2015 QM S Requirements Zpom Webinar 3,4,9,10,11,12,13 13 s Ms. AnaDalawis 18
&15
5 |Townhall M eeting: Business Continuity M anagement Microsoft Teams September 28, 2020 20 39 Landbank 2
& |Townhall Meeting: Treasury Operations Manual Microsoft Teams September 25, 2020 17 30 Administrative Unit 3
7 |Townhall Meeting: Revised Accounting Manual Microsoft Teams September 25, 2020 17 30 Administrative Unit 2
2 |Townhall Meeting: Codified Approving and Signing Authorties Microsoft Teams September 22, 2020 17 30 Administrative Unit 2
‘S |Townhall M eeting: Strategic Performance M anagement Microsoft Teams September 18, 2020 17 30 Administrative Unit 1
10| Gender Mainstreaming Micmosoft Teams September 15, 2020 1] 4 Ms Jemelle 7 Milanez 2
11|Townhall Meeting: Enterprise Risk Management Progam Micosoft Teams September 15, 2020 & 22 Administrative Unit 2
12 [Townhall Meeting: IT Manual Microsoft Teams September 11, 2020 17 30 Administrative Unit 1.5
13| Townhall Meeting: Freedom ofinformation Manual Microsoft Teams September 11, 2020 17 30 Administrative Unit 1
14 |Microsoft Azure Administrator “irtual October 19-22, 2020 1 1 DDLS Aboitiz Inc. 35
15 |Migrating Windows Server Workloads to Azure Wirtual October 14-15, 2020 1 1 DODLS Aboitiz Inc. 186
16| Basic Accounting and Bookkeeping for Mon-Accountants Webinar Zoom Webinar September 17-18, 1 o MPM Consulting Services Inc. 14
17 | As=et Liability Management Webinar Avgust 14, 2020 3 4 Land Bank ofthe Philippines 2
18 |Basic Accounting and Bookkeeping for M on-Accountants Webinar Zoom Webinar August 13-14, 2020 o 4 MPM Consulting Services Inc. 14
19 |Root Cause Analysis and Comedive Action Training VWebinar October 58, 2020 a8 15 Ms. AnaDalawis 15
20|Internal Quality Audit Training Webinar August 19-28, 2020 T 12 Ms. AnaDalawis 30
21| Preparing for the Finandial Impact in the Retirement Disclosure Webinar July 28, 2020 1 2 Zalamea 2
: . . Max's Restaurant, March 17 & 18, " .
22|Basic Accounting and Bookkeeping for Non-Accountants Quezon City 2020 1 o MPM Consulting Services Inc. 18
KL Sensiced
23| Capacitating Govemment Instrumentalities on the Citizen’s Charter| Residence, Legaspi March 10, 2020 1 1 Anti-Red Tape Authority (ARTA) 9
Millage, Makati Ciby
Shangri-La EDSA
24|Mastering E flective Due Diligence Plaza, Mandaluyong | | CoMany 28 &28, 1 o CES Academy 95
City 2020
LLFC Conference February 10-12, Development Academy ofthe
25| Gender and Development {GAD VWorkshop) Room ~0z0 = 12 Philippines 9
26|Microsoft Office 365 Training LLFe :{:S::mnm February 5, 2020 2 13 [Tech One Global Philippines 8
27 |Townhall Mesting: LLFC's Code of Condud for Employees LLFC s;;:r&"c’e January 31, 2020 17 14 2dmin 1
4% Floor, ACE Building,
28 |5 Day MBA 101-102 Rada comer FEbr”;£JTQ1' 1 0 Guthrie-lensen Consultants 45
De |3 Hosa Streets,

2020 SAFETY AND HEALTH DATA

LBP Leasing and Finance Corporation conducted Rapid testing to sixty-two employees and Service Contract
Workers (SCWs) in May 2020 to ensure that LLFC employees are not infected by the COVID-19 virus. To limit
exposure of LLFC employees from contracting the virus, transportation services were provided to at least 80% of
LLFC’s workforce. The Corporation maintained limited workforce in its office and imposed strict health protocols in
the office to ensure that the employees will have minimal potential exposure to the virus. In 2020, there are only 2

reported incidents of exposure to COVID-19 virus which was immediately isolated and addressed.

Fellowship activities attended by ALL LLFC employees and SCWs were done virtually to continue to ensure

employee’s mental wellness given the changes in the working environment given the new normal.




CORPORATE SOCIAL RESPONSIBILITY

LBP Leasing and Finance Corporation remains committed in its Corporate Social
Responsibility despite the limitations brought about by the pandemic. The Corporation
remains to be 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.

In 2020 during the pandemic LLFC provided moratorium on amortization payment for the
majority of it's clients particularly those in the industries adversely affected by the
pandemic. This is expected to help them recover from the negative impact of the
pandemic to their businesses and allow them to continue to provide employment to their
employees. A Calamity Rehabilitation Support (CARES) Program was also put in place to
help business entities in areas severely affected by natural calamities and other fortuitous
events. The assistance provide is also in line with the government’s call for Bayanihan in
the period of pandemic.




Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Ave., Quezon City

ANNUAL AUDIT REPORT

on the

LBP LEASING AND FINANCE CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)

For the Years ended December 31, 2020 and 2019
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REPUBLIC OF THE PHILIFFINES
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 Auwdit of the Financial Statements
Clpinion

We hawe audited the financial statements of LEP Leasing and Finance Corporation
[LLFC) (a wholh~-owmned subsidiary of Land Bank of the Philippines), which comprise the
staterments of financial position as at December 31, 2020 and 2019, and the statemeants
of comprehensive income, statements of changes in equity and statements of cash
flowes for the years then ended, and notes to financial statements incheding 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 Decamber 31, 2020 and 2019, and its
financial performance and its cash flows for the years then ended, in accordance with
Phillippine Financial Reporting Standards (PFRSs), 8= modified by the application of the
financial reporting reliefs issued by the Bangko Sentral ng Pllipinas (BSP) and approved
by the Securities and Exchange Commission (SEC), as described in Mote 2.2 to the
financial statemeants.

We conducted our audits in sccordance with Intermational Standards of Supreme Audit
Institutions (IS5Als). Ouwr responsibilities wnder those standards are described in the
Auditor's Responsibilities for the Audit of the Financial Siatements section of our report.
We are independent of the LLFC in accordance with the Revised Code of Conduct and
Ethical Standards for Commizsion on Audit Officials and Employees topether with the

ethical reguirements that are relevant o our awdit of the financial statements in the
Phillippines, and we hawe fulfilled our other ethical responsibiliies in accordance with

these requirements. We believe that the audit evidence we have obtained s sufficient
and appropriate to provide a basis for owr opinion.
Emphasis of Mafter

We draw attention to Mote 2.2 to the financial statements, which state that the financial
statements hawe been prepared im accordance with PFRSs, as modified by the

12



apphcation of the financial reporting reliefs Bsued by the BSP and approved by SEC in
response o the COVID-19 pandemic. The reliefe cover only cumrent year
transactions’events and do not impact the comparatve period. The impact of the
application of the financial reporting reliefs on the financial statemenis is discussed in
detail in Mote &. Our opinion is not modified in respect of this matter.

Responzsibiliies of Management and Those Charged with Govemance for the Financial
Srstaments

Managemeant is responsible for the preparation and fair presentation of these financial
statements in eccordance with PFRS5s, as modified by the application of the financial
reporting reliefs issued by the BSF and approved by the SEC, as described in Mote 2.2
o the financial statements, and for such intemal conkrol as managemeant determines is
necassary to enable the preparstion of financial staterments that are free from material
missiatement, whather due o fraud or ernor.

In prepanng the financial statements, management is responsibde for assessing the
LLFC's ability to continue a8 going concem, disclosing, as applicable, matters related o
going concern and using the going concemn basis of accounting unless management
either intends to liquidate the LLFC or to cease operations, or has no reslistic alternative
but to do so.

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

Audifor’s Responsibiies for the Audit of the Financial Stafements

Owr objectives are fo obtain reasonable assuramce about whether the financial
steternents a8 & whole are free from materal misstatement, whether due to freud or
emmor, and to issue an auditor's report that includes our opinion. Reasonable assurance
iz a high level of sssurance, but is not a guarantes that an sudit conducted in
sccordance with 155Als will alwsys detect & materal misstatement when it exisis.
Misstatements can arise from fraud or emor and are considered maternial if, individuslhy
of in the =ggregate, they could reasonably be egpected to influence the economic
decisions of usars taken on the basis of these financial statements.

As part of an audit n accordance with 155Als, we exercise professional judgment and
maintain professional skepticism throughout the sudit. 'We also:

- Identify and &ssess the risks of material misstaterment of the financial
statements, whether due to fraud or emor, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide & basis for our opinion. The risk of not detecting a materal misstatemsant
resulting from fraud is higher than for one resulting from emor, &5 fraud may imobe
collusion, forgery, intentional omissions, misrepresantations, or the oweride of intermal
cantral.

. Obtain &n understanding of intermnal controd relevant to the auwdit 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.

13



] Evaluate the appropristeness of accounting policies used and the
regsonablensss of accounting estimates and related disclosures made by management.

* Evaluate the owerall presentation, structure and content of the financial
staternents, including the disclosures, and whether the financial statements represant
the underlying transactions and events in 8 manner that achieves fair presentation.

‘We communicate with those changed with gowernance regarding, among other mattars,
the planned scope and timing of the sudit and significant aud# findings, including any
significant defickencias in internal control thiat we identify during our audit.

Report on Other Regulatory Requirements

Our audits were conducted for the purpose of forming an opinion on the basic financial
staternents taken &=z 8 whole. The supplementsry information required under the
Revenus Regulstions 152010 in MNote 30 and the Revised Securities Regulation Code
Rule 68 in Mote 31 to the financial statements is presented for purposes of filing with the
Bureau of Internal Revenus, and the SEC, respectively. and is not 8 required part of the
basic financial statements. Such supplementary information is the responsibility of
management and has bean subjecied to the auditing procedures applied in our audits of
the basic financial staterments. In our opinion, the supplementsry information is fairty
stated in =l matenal respects in relstiocn to the basic financial statements tzken 23 a
while.

COMMISSION ON AUDIT

CHIE CES
Supervi ditor

Juna 18, 3021
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LBP LEASING AND FINANCE CORPORATION

(A LANDBANK SUBSIDIARY)

STATEMENT OF MANAGEMENT™S RESPONSIBILITY FOR FINANCIAL
STATEMENTS

The management of LBPF LEASING AND FINANCE CORPORATION o “the
Corporation™ is responsible for the preparation and fair presentation of the financial stalements
including the schedules attached therein, for the years ended December 31, 2020 and 2019,
accordance with the preseribed linancial reposting framewuork indicated thercin, and for such
intermal control as management determings is necessary to enable the preparation of the financial
siatements that are free from material nisstatement, whether due 1o fravd or emmor.

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 gong concem
and using the going concem basis of sccounting unless management either intends 1o liguidate
the Corporation of 10 cease operations, or has no realistic alternative 1o do so

The Boord of Directors is responsible for overseeing the Comporation’s financial roporting
Process,

The Boand of Directors reviews and approves the financial statements including the schedules
antached therein, and submits the same W the swockholders or members.

The Commission on Audit, the independent auditors. has audited the financial statements ol the
Corporation in sccordance with Intermational Standards of Supreme Audit Institutions. and in its
report 1o the stockholders, has expressed its opinion on the faimess of presentation  upon
completion of such sudit,

o Blrvnad

CECILIA C. BORROMEO
Clairman of the Board

e

/s

Signatere: T { [ § 7 SO S
EDWARD JOHN T. REYES

EVPOfMicer-In-Charge

Signoture:
 RAIZZ g‘. NZALES/
VP/Chick Officer

Signed this [9A day of _ June 2021

197 Syciplaw Center, No. 105 Paseo ce Roxes. Makatl Cry 1223, Febippine
Trusking No : (02) BEIS-2700 « Fax No - (I2) 88108176 - Websin
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LEP LEASING AND FINANGE CORPORATION
[# whaly-owned subscidiary of Land Bank of the Philippines)
STATEMENTS OF FiNAMCIAL POSITION
AL AT DECEMBER 31, 2020 and 2018

{In Philppine Pesa)
MHaofie 2020 2019
ASSETS
Current Azsels
Cash and Cash Equivalents T 299,219,919 26071 928
Finarcial Assets at Amorised Cost o 14 1,658,318 554 1475 806 592
Other Current Azsets, net i3 B4 082, 349 o208 314
Total Current Assots 1,842 ,620,932 1,514,086 931
Mon-Current Assots
Fnamncial Assets al Amorfised Cost A, 14 2645 26T 043 & 144 GO A42
Irreesiment Propsres, net 9, 14 13,921,984 13,921 984
Egquipment and Citheer Property for Leass, nel il 245 374 952 186 748 416
Property and Equipment, nel 11,14 30,10, 134 83,090,202
Momn-Curent Assets Held for Salke, net i2 1] S0 858 280
Dieferred Tax Assed 24 160,088 85T 83 TEXLSTE
COther Mon-Current fissets. net 13 1,037,748 12750835
Total Hon-C-wurrent Assets 3,096,616,758 & TE1, 2T ABG
Total Assots §,085,23T7, 730 £2T6 414,586
LIABILITIES
Current Liabilities
Finarcial Liabiities i 2431 411,289 2582 032 581
Dieposit on Lease Confracts 21 166,810,719 178, TAT 981
inersfpency Payables it 3,536 845 16378281
Other Payables ik 79,5835 132 66 224 T18
Total Current Liabilites 2,701 304,045 2845 418,511
Plum=Crunrenll Lialsililms
Finamcial Lishililies 15 346, 5ic8 554 T4 76 4409
Diepomt on Lease Contracis ¥ 5 240 992 411 234 485 AT
Retirsment Lisbility b 11,555,740 22 24T 015
Total Hon-Curment Liabilitios 555,171,008 a1, fleE 330
Total Liabilites 3270472050 S EE, T34 BED
EQLITY
Capital S%ock 18 )
Issued Capital AR5 852 550 405 582 580
Additonal Paidkin Capital 113,970,900 113970900
Treasury Stock: {10) (1)
99, 523,440 500 523 440
Retained Earnings 18 b}
Appropriabed G0:0,00:0, 0030 00,000,000
Urapproonabed B2 1ET B840 27122591
1,182 157,810 L FFEERY]
ficcumulatesd Othesr Comprehensive Income (Loss|
Re=measuremen] of Fetrement Bersin
Oibligation 18(c) {12,946 370) {10,463 835)
{12.946.370) {10 465 835)
ola u 1,TER TES, 14 )
5 &n Lty 5,003,237, 730 8270 414 3856

The Noles on pages 9 to 80 form part of Mess inancia) stalsments.
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LEP LEAZING AND FIMAMCE CORPORATION

A wholly-camed subsidiary of Land Bank of the Philippines])
ETATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS EMDED Decombar 31, 3030 and 2099

{in Phibkpoine Peso)

Mol= i) 2019
INTEREST INCOME
Leases g, 21 167,570, 166 213404 S04
Loars B 15T, 532,438 176,531 426
Deposits in Banks T 1,410,367 157,066
336, 520,972 389,182 476
INTEREST EXFENSE
Bomowed Funds 16 (144 528, 148)  (167,102,379)
HET INTEREST INCOME 181, 582, B2 232 080 457
OTHER INCOME
Ope=rating Leases f 21 &3 &TH 0550 51,880 882
Cither Income i 801, B4, 503 123 468,151
865, 523,013 1TEA20,003
DIRECT EXPENSES
Seounty, Messengerial, Janitarial and Confraciual Services & (180, 118,581)  (170,256.843)
Prowvision for Credit and Impairment Losses B, 94, 11 (355 802 380) (38 ,500,000)
Compersation and Fringe Benefits - MarkeSing Operations Xd[a) (28,731, 821) (23 560, A0
Documentary Stamp Used ] (17, &36,353) (20.311,570)
Depreciation-Equipment and Cither Property for Lease k] (8, 126,098) (B281,639)
Insurance (¥, 181,258) {6,945 582)
Repairs and Maintenance (5, 717,360) (4.980,844)
Transfer Morigage and Registmabion Fees [1,463,424) {1.256,061)
(642 0TB2TE) (274,199,250)
GROSSE INCOME BOS, 440, 867 123,701,251
GENERAL AND ADMINIESTRATIVE EXPENSES
Tazes, Insuramce Premiums and Ofher Fees (B4, 178,52 (27,714,111}
Compensation and Fringe Bensfits Z2(a) (26, 002, E5E) (22047 484}
Depreciaton/Amariization 11, 13 (5, 63,17T) (4,136,273
Cither Mainierance and Operaling Expenses i (2,630, 825) (23,110,009}
(117 574, 743) (TT.00T,BTT)
HET INCOME BEFORE INCOME TAX AT, BE0, 24 46 643 374
Income Tax Expenze 24 (47 SHE, 058) (28,178 B2}
HET INCOME AFTER TAX 334, 878, TEE 18,517,661
OTHER COMPREHENSIVE INCOMENLOSS)
Mam ifad uall ne! be eelaesfing ia seedd and laze
Remeasurement Loss on Retirement Benedit Obligation a1 (2,452, 536) (B 318 49T}
TOTAL COMPREMENSIVE INCOME AT 123,20 12,185,054
EARMINGS PFER SHARE P .59 038

The Mafes on pages 3 fo 50 farm pard aof these Snanciad sfatemeants.
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LEP LEASINDG ARD FANCE CORPORATION
i whallycmd Sslradniy of Land Bank of 0w Philfgaia)
STATENEMTE OF CHAMOES IN ECLATY
FOR THE YEARS ENDED DECEMEER 31, 360 and 519

[\ Pl Piris)
Additenad Paid- Traasry Retained Eamings Actutiekalind O
Bod Caplal o it Sk Cartgia b Tual
Uneppropfialial  Appropiaied TR p—
hiestin 1 E0a) R ] it 18§e)
BAL ANCE, 1 JANUARY 2019 435 557 550 113570, 000 20 205 G3E 3R D O3 Da30 j&,185 354 12000 084 472
CHARIES W EQUITY FOR 23S
AN DSt
T Diivichaind 1 Mationa
(i uTi il X BT OO0 3 BT A O
Pl oy st o Cornimsinn Sanek L] {104
Pl st s f Cosrniman Emek o0 i)
Pl | oo T D Yoliad TS5 551 12514 581
Pl il i fa ol Lok Flislisuariail
o Barwalin Ol izt {6 315 207} (8, 518 4973
BALANCE 1 JANUARY 303 485 857 550 113 9T, il (i Fraf - LN fi0 8% B35 1 S8, T8 538
CHARIES W EQUITY FOR M35
AddNDadiud
Carih Disasband o MNatona
CrRmmani s e 3BT (o364 T 85T
Pl iy sition of Coaimtin Sk 10 L]
s s &f Cadinifinfn Soek [REi]| {104
Pt | resesrrei Toor Dl "Yiaiad 350575 NEE 330,575 M8
Pl da il i v ol Lk Flialidari il
iaf1 Bl O et 2452 555) 3452 555
BALANGE. 31 DECEMEER 220 A48 850 550 113979, 930 [RE] 15T 810 B0 04, bl 12318 5T 1 TES had sE0

Thid Fahind 2ol 2SO 1o 05 K0 ST o Ml Al Serd ikl

18



LBP LEASING AND FINANCE CORPORATHON

| wholy-owned subsidiary of Land Bang of the Phiippines)
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2020 and 2019
[in Philippine Peso}

Hote 2030 2018
CASH FLOWS FROM OPERATING ACTMITIES
Cash Inflows
interest F=caived 284 477 E50 JE8, 191,803
Orther Income Fsceived 121,967 856 125,078,062
Camh Received fom Clenls 1,081,480, 0038 2 527,506 863
Total Cash Inflows 2,507, B85 g1 3,040,0/6 828
Cash Outflows
Cash Paid to Clienls (2,070,267 833) (2842 832372)
Cash Paid to Sellle Expenmes {358 052 02 {2085, 523 AT0)
Interest Paid {181,761,128) (169,077, 142)
Income Taes Paid {147 T8, 8a1) {25, 380,959
Total Cash Outflows (2,667 BTT 051) [3,334,013,843)
Mot Cash Usoed in Operating Activitios {153, 5081,410) {200 837 215)
CASH FLOWS FROM INVESTING ACTVITIES
Cash Inflows
Dispoeal of Property and Equipmend 1,088 B8 E20 & 266,018
Cash Outflows
MAocquisitions of Property and Equipment (&9, T8E,4TH) { 168, 28, XK )
Mot Cash Used in investing Activities 1,015,085, 153 {163,087 ,215)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash Inflows
Proceeds from Bormowings Under Line of Credit Agresmeni 6,900 480 FaE 7812 858 502
R mim =i cnne rd Shoires ifa i 0
Total Cash Inflows 6,900, 482 1OE 7,012 A5R 522
Cash Outflows
Paymenl of Long Tesm Dethl (7451, 800,167) [7.336,076,014)
Reacquisition of Shares 18a (1@ (104
Cash Dividends Paid 18k (8,547, BHT) (42 B74,000)
Total Cash Outflows (7 450 440, 064) (7.078.5560,024)
Mot Cash Provided By Financing Activities {680,268, T49) 43,508 458
HET INCREASENDECREASE) [N CASH AND CASH EQUIVALENTS 274,147 594 {25, 065,852
CASH AND CASH EQUIVALENTS AT BEGINMNING OF YEAR 28,071,925 48,137 BET
CASH AND CASH EQUIVALENTS AT END OF YEAR 7 258,218,818 25,071,825

The Nafes on pages § fo 80 farm pard of these fnanciad stalements.
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LEP LEASING AND FINANCE CORPORATION
(& wholhy-owned subsidiary of Land Bank of the Philippines)
MOTES TO FINANCIAL STATEMEMNTS
December 31, 2020 and 2015
(&N amounts in Philippine Peso, unless otherwise stated)

1. GENERAL INFORMATION
11 Corporate Information

The LBP Leasing and Finance Corporation, formeny LEP Leasing Corporabon, (LLFC or
“the Corporafion’) was registered with the Secunties and Exchange Commission on
March 17, 1983 under SEC Registration Mo, 111115, It was granted by the SEC a
licensa to oparate as a finance company on March 18, 1983

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

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

The principal sctivities of LLFC are as follows:

(&) To engage in direct lessing or finencial leasing and to amange or
underwnte 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 paricularly buf not
limited to appliance, automobie, and truck retzll sales, agricutbural machineny
and equipment and to engage in the business of commercial, agricultural and
industrial financing, factoning and'or kessing, in all other various forms, within and
without the Republic of the Philippines;

(c) To extend credit facilibes for and ctherstse assist in the establishment,
operation, development, expansion andior reorganization of  indusirial,
commercial, agricultural and other productive or profitable enterprises;

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

(&) To raise funds for the Corporation's operations through the ssuance of
debt instruments andlor securitization of its assets.

The Conporation is & wholly-cened subsidiary of Land Bank of the Philippines (LBF).
1.2  Issuance of financial statements
The Board of Directors (BOD). through Resolution Mo, 20-063. approved and authorzed

for issuance the Corporation's financial statements as of and for the wears ended
December 31, 2020 and 2019 on April 29, 2021.
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Z STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION OF
FINANCIAL STATEMENTS

| 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 Mo. 2014-003 dated January 24, 2014, and adopied by
SEC.

22 Basis of Preparation

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

The accompanying financial statements hawe been prepared in accordance with
Phillippine Financial Reporting Standards, as modified by the application of the following
financial reporting reliefs issued by the Bangko Sentral ng Pilipinas and approved by the
Securities and Exchange Commission in response to the COVID-19 pandamic:

= Staggersed booking of allewance for credit losses over & maximum peniod of five
wesns; and

= Exclusion of eligible koans from past due and non-performing dassification until
December 31, 2021.

The reliefe cover only current-year transsctons’ events and do not impect the
comparative perod.

i SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of measurement

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

Presentation of Financial Statements.

The financial ststements are presentsd in accordance with Philippine Accounting
Standard (PAS) 1, Presentation of Financial Sfafemenfs. The Corporation pressnts all
items of incoms and expanses in & single statemeant of comprahensive income.

Ihe Corporation presents its statement of financal posiion broadly in order of lgusdity.
Anslysis regarding recovery (gssat) or settlement (isbility) within 12 months after the
staternent of financial positon dete (current) and more than 12 months after the
statement of financial position date (non-current] is presented in Mote 25 1o the finencial
gStatemants.
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Current versus Noncurrent Classification

The Corporation presents assets and kabilites in the statements of financial position
based on current and noncurrent classification. An asset is cumment when it s
(a) expected to be realized or intendad 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 penod; or (d) cash or cash equivalent unless restricted from
being exchanged or used to sefile a liability for at least 12 months after the reporting
peniod.

A ligbility is current when it is: (a) expectad to be settled in the normal operating cycle;
(&) hedd primarily for trading; (c) due to be settled within 12 months after the reporting
peniod; or (d) there is no unconditional right to defer the settlerment of the liability for at
keast 12 months after the reporting period.

The Corporation classifies all other assets and liabilities as noncument. 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
cartain critical accounting estimates. It also requires the management to exercise
judgrmenit in the most appropriate application of the accounting policies. The areas whera
significant judgments and estimates hawe been made in prepanng the financial
statements and its effects are disclosed in Maote 4.

Changes in accounting policies and disclosures
a. Mew standards and amendments issued and effective from January 1, 2020

The accounting policies adopted are consistent with those of the previous financial yesr,
except for the adoption of the following new and amended PFRS which the Corporation
adopted effective for annual pericds beginning on or after January 1, 20200

a) MNew standards, interpretations and amendments adopted from January 1,
2020:

. Definition of & Business (Amendments to PFRS 3) - The
ameandments in Definition of a Business (Amendments to PFRS 3) are
changes to Appendix A Defined terms, the application guidance, and the
ilustrative examples of PFRS 3 only. They:

o clanfy that to be considered a business, an acquired sat of
activities and assets must include, at a minimum, an input and a
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substantive process that together significanty contribute to the
ability to create outputs;

o narrow the definkions of a business and of outputs by
focusing on goods and services provided fo customsers and by
removing the reference to an ability fo reduce costs;

o add guidance and llustrative examples o help entities
assess whether a substantive process has besen acquired;

o remove the assessment of whether market participants are
capable of replacing any missing inputs or processes and
continuing to produce outputs; and

o add an optonal concentration test that permits a simplified
assesament of whether an acquired set of activities and assets is
not 8 business.

Interest Rate Benchmark Reform (Amendments to PFRS 8, PAS

3'9 and PFRS T) - The amendments clarify that entities would continus to

apply certzin hedge accounting requirements assuming that the interast

rate benchmark on which the hedged cash flows and cash flows from the

hedging instrument are based will not be altered as a result of interest
rate banchmark reform.

. COVID-19-Related Rent Concessions (Amendments to PFRS 16)
- The amendment provides lessees with an exemption from assessing
whathar a COVID-18-related rent concession is a kease modification.

. PAS & Accounting Policies, Changes in Accounting Estimates and
Ermors (Amendment — Disclosure Initiative - Definition of Material) - The
amendments clarify the definition of ‘material’ and align the definition
usad in the Conceptual Framework and the standards.

. Revisions to the Conceptual Framework for Financial Reporting -
Together with the revised Conceptual Framework published in March
2018, the |ASE also issued Amendments to References to the
Conceptual Framework in IFRS Standards. The document contains
amendments to PFRS 2, PFRS 3, PFRS 6, PFRS 14, PAS 1, PAS 8,
PAS 34, PAS 37, PAS 38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and
SIC-32. Not all amendments, however update those pronouncements
with regard to references to and quotes from the framework so that they
refer to the revised Conceptual Framework. Some pronouncements ars
only updated to indicate which wersion of the framework they are
referencing to or to indicate that definitions in the standard have not been
updated with the new definiions devedoped in the revised Conceptual
Framewark

b. MNew and Amended PFRS |ssued But Not Yet Effective
Relewant mew and amended PFRS which are not yet effective for the year ended

December 31, 2020 and have not been applied in preparing the financial statements are
summarnzed balow.
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The following amendments are effective for the penod beginning 1 January 2022:

. Onerous Contracts — Cost of Fulfilling a Contract (Amendments to
PAS 37) - The amendments specify that the 'cost of fufilling’ a contract
comprises the ‘costs that relate directly to the contract’. Costs that relate
directly to a contract can either be incremental costs of fulfilling that
contract (examples would be direct labor, matenals) or an allocation of
other costs that relate directly to fulfilling contracts (an example would be
the allocation of the depreciation charge for an item of property, plant and

equipment used in fulfilling the contract).

Property, Plant and Equipment: Proceeds before Intended Use
(Amemtnents to PAS 16) - The amendments prohibit deducting from the
cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location and
condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognises the proceeds
from selling such tems, and the cost of producing those items, in profit or
foss.

' Annual Improvements to PFRS Standards 2018-2020

a PFRS 1, Faslelune Adoplon of Philippume  Firescial
Reporting Standards

The amendment permits a subsidiary that apples paragraph
D16(a) of PFRS 1 to measure cumuiative transiabon difterences
using the amounts reported by its parent, based on the parent's
date of transition to PFRSs.

o PFRS 9, Financial Instruments

The amendment clarifies which fees an entity includes when it
applies the 10 per cent’ test in paragraph B3.3.6 of PFRS 9 in
assessing whether to derecognise a financial liability. An entity
includes only fees paid or received between the entity (the
borrower) and the lender, including fees paid or recaived by either
Urer enlily we U lesmdes oo U other's bedsall.

a PFRS 16, Leases

The amendment to Bustrative Example 13 accompanying PFRS
16 removes from the example the illustration of the reimbursement
of leasehold improvements by the lessor in order to resolve any
potential confusion regarding the treatment of lease incentives
that might anse because of how lease incentives are illustrated in
that example.
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o PAS 41, Agriculture

The amendment removes the requirement in paragraph 22 of PAS
41 for entities to excluds teaation cash flows whan messuring the
fair value of & biclogical assat using & presant value technigue.

References to Conceptual Framework [Amendments o PFRS 3) -
T|'I|E|' amendments update an oculdated reference 1o the Conceptual
Framewaork in PFRS 3 without significantly changing the reguiraments in
the standard.

The Corporation does not expect any other standards issued by the 1ASE, but mot
wet effective, to have a material impact on the financial statemeants.

The following is & list of other mew and amendad standards which, at the time of
writing, had been Esued by the IASE but which are effective in future periods. The
amount of quantitative and qualitative detail o be given about each of the standards
will depend on each entity’s own circumstances.

= PFRS 17 Insurance Contracts (effective January 1, 2023) - In June 2020,
the |ASE imsued amendments to PFRS 17, induding & deferral of is
affective date to January 1, 2023

« FAS 1 Presentation of Financial Statements - Classification of Liabililes as
Currant or Mon-Current - The amendments sim to promote consistancy in
applying the requirements by helping companies determine whether, in the
staternent of financial position, debt and other kabilibes with an uncerain
settlement date should be classified a5 curment (dus or potentially due to be
settled within one year) or non-current.

The Corporation is cumently aseessing the impact of these new accounting
standards and amendments.

34 Financial instruments

Initial recognition

A financial asset or financial liability s recognized in the statements of financial position
when the Corporation becomes & party to the contractual provisions of the instrument. In
the case of & regular way purchese or sale of financial assets, recognition and
derecognition, a5 applicable, is done using sattlement date accownting.

Financial instrurments are recognized initially at fair value, which is the fair value of the
consideration given (in case of an assef) or received (in case of a liability). The initial
measurament of financial instruments, excapt for those designated at fair walue through
profit and loss (FVPL), includes transaction cost.

Determination of fair valuea

The fair walue for fimancial instruments treded in actve markets at the statement of
financial position date is based on its quoted market price or dealer price guotation (bid
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price for long positions and ask price for short positions), without any deduction for
transaction costs. When current bid and asking prices are not available, the price of the
maost recent transaction provides evidence of the current fair value as kong as there has
not besn a significant change in economic circumstances since the time of the
transaction.

For &ll other financial instruments nof listed in an aclive market. the fair value s
fiatarminad by RIng AppEopnAte valimbhinn sehning e ValRRan teehnepses meliis nat

present value techniques, comparnson o similar instruments for which market
obsarvable prices exist, options pricing models, and other relevant valuation modets.

Day 1' difference

Where the transaction price in 8 non-active market is differant to the fair value from other
obsarvable current market fransactions in the same instrument or based on a valuation
technique whose varables include only data from observable market, the Corporation
recognizes the difference between the transaction price and fair value (a3 'Day 1'
difference) in the statement of comprehensive income unless it gualifies for recognition
&5 some other type of assel. In cases where use is made of data which is not
observable, the differemce between the transaction price and model value is only
recognized in the statement of comprehensive income when the inputs become

observable or when the instrument s derecognized. For each transaction, the
Corporation determines the appropriate method of recognizing the 'Day 1' difference.

Classification of financial instruments

The Corporation classifies is financial assets at intial recognition under the following
categories: (a) financial assets at FVYPL, (b) financial assets at amortized cost and ()
financial assets at fair value through other comprehensive income (FVOCI). Financial
lizbidities, on the other hand, are classified &s either financial liabilises at FVPL or
financial liabilities at amortized cost. The classification of a financial instrument langaly
depends on the Corporation's business model and its contractual cash flow
characternistics.

Finanmcial instruments
Financial assets and kiabilites at FVYPL.

Financial assets and liabilities at FWVPL are either classified as hedd for trading or
designated at FVPL. A financial instrument is classified as held for trading if it meets

either of the following conditions:

= it is acquired or incurred principally for the purpose of selling or repurchasing it in
the near term;

= on initial recognition, it is part of a portfobo of dentified financial instruments that
are mansged together and for which there is evidence of a recent actusl pattern
of short-term profit-taking; or

= it is a derivative (except for a derivative that is a financial guarantee contract or a
designated and effective hedging instrumsant).
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This category includes equity instruments which the Corporation had not irrevocably
elected 1o classify at FVOCH &t initial recognition.  This category includes debt
instruments whose cash flows are not “solely for payment of principal and inferest”
assessed at indtial recognition of the assets, or which are not held within & business
model whose objective is either to collect confractual cash flows, or to both collect
contractual cash flows and sell.

The Conporatisn may, at initisl recognition, designate a financial asset or financial Eability
meeting the criteria to be classified at amortized cost or st FVOCI, as a financial asset or
financial liability st FWPL, if doing so eliminates or significantly reduces accounting
mizmatch that would arise from messuring these assats or liabilities.

After initial recognition, financial sssets at FYPL and held for trading financial labilities
are subseguently measured at fair value. Unrealized gains or losses arizing from the fair
wvaluation of financial assets at FVPL and held for trading finsncial liabilities are

recognized in profit or loss

For financial liabilities designated &t FWFL under the fair value option, the amount of
change in fair value that is aftributable to changes in the credit risk of that liability =
recognized in other comprehensive income [rather than in profit or loss), unless this
creates an accounting mismatch. Amounts presented in other comprehensive income
are not subsequently transferrad to profit or loss.

The Conporation does not have financial assets and liabidlities at FPWVPL.
Financial assets at amortised cost

Financial assets shall be messured gt amortized cost if both of the following conditions
are mat:

= the financial asset is hald within a business model whose objective s o hold
financial assets in order o collect contractual cash flows; and

= the coniractual terms of the financial assst give rise, on specified dates, o cash
fliwes. that are solely payments of principal and interest on the principal amount
ortstanding.
After initial recognition, financial assets at amoriised cost are subsequenty measured at
amortised cost using the effective intarest method, less allowance for impairmeant, §any.
Amortised cost is calculated by taking into account any discount or premium on
scquisition and fees that are an integral part of the effective interest rate. Gains and
losses are recognized in profit or loss when the financial assets are derecognized and
through amortisation process. Financial assets al amortised cost are included under
current assets § realizability or collectability s within 12 months after the reporting
perniod. Otherwise, these are classified a8 non-current assels.

The Corporation’'s cash and cash eguivalents and financial assets at amortised cost, as
disclosed in Notes T, 8 and 14, respactively, are included in this category.

Cash pertains to cash on hand and in banks.
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Cash eguivalents includes shor-term placements with original maturities of three months
or less from dates of placements and that are subject to insignificant risk of changes in

value.

The financial assets at amortised account incuds the sogregate rental on finence leese
transactions. Umeamed imcome on finance lease fransachons s shown as deduction

from the “Financial Assets at Amortised Cost™ account in the statement of financial

Financial assets at FWOCT

For debt imstruments that meet the contractual cash flow charecteristic and are mot

designated at FYPL under the fair value option, the financisl assets shall be measured st
FWOICI if both of the following conditions are met

= the financial asset is held within & business model whose objective is to hold
financial assats in order 1o collect contraciual cash flows and selling the financial

Essats; and

= the contractual terms of the financial asset give rise, on specified dates, to cash
flows that are solely peyments of principal and interest on the principal smownt

oitstanding.

For equity instruments, the Corporation may imevocably designate the financial asset to
be measured at FVOCH in case the above conditions are not met.

Financial assets at FVOCI are initially messured &t fair value plus transaction costs.
After initial recognition, interest income (calculated using the effective interest rate
mathod), foredgn currency gains or losses and impairmeant losses of debt instruments
measured at FVOCH are recognized directly in profit or loss. When the financial assat is
derecognized, the cumulstive gains or losses previously recognized in Other
Comprehensive Income [(OCl) are reclassified from eguity to profit or loss as a
reclassification adjustment

Dividends from equity instruments hedd af FVOC] are recognized in profit or koss whan
tho right to rooocive poymont is cotoblischod, unlocs the dividond cloordy roproconds a
recovery of part of the cost of the investment. Foreign cumency gains or losses and
unrealized gains or losses from equity instruments are recognized in OC| and presanted
in the eguity saction of the statements of finencial position. These far value changes
are recognized in equity and are not reclassified to profit or koss in subsequent pericds.

The Conporation does not have financial assets at FWVOCIL
Financial labilities at amortised cost.

Financial labilittes are categorized as financial liabiities at amortised cost when the
substance of the contractusal arrangemsent results in the Conporation having an obligation
eithier to deliver cash or another financial ssset to the holder, or to sattles the obligation
ather than by the exchangs of 8 fived amount of cash or another financial asset for a
fixed number of its own equity instrumentis.
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These financial liabilities are inftially recognized at fair value less any directly atiributable
tranmArdinn nnete After initisl rerngniinn, fhara financial lishiditiss ara anhsamuankhy
measured at amortised cost using the effective interest method. Amortised cost is
calculated by taking into accownt any discount or premium on the isswe and fees that are
an integral part of the effective interest rate. Gains and kosses are recognized in profit or
koss when the liabilities are derecognized or through the amortization process.

The Conporation’s finsncial liabilities and dients’ deposits on lease conitracis as
dischosed in Motes 15 and 21, respectively, are included in this category.

Reclassification

The Corporation reclassifies its financial assets when, and only when, it changes its
business model for managing those financial assets. The reclassification is applied
prospecively from the first day of the first reporting penod following the change in the
business model (reclassification date).

For a financial asset reclassified out of the financial assets at amortized cost category to
financial assets at FVWPL, any gain or koss arising from the difference betaeen the
previous amortized cost of the financial asset and fair value is recognized in profit or
boss.

For a financial asset reclassified out of the financial assets at amortized cost category to
financial assets at FWVOCL, amy gain or loss anising from a difference beteeen the
previous amortized cost of the financial asset and fair value is recognized in OCI.

For a financial asset reclassified out of the financial assets at FVPL category to financial
assets at amortized cost, its fair value at the reclassification date becomes its new gross
Camying amounit

For a financial asset reclassified out of the financial assets at FVOCI category to
financial assats at amortized cost, any gain or loss prevsously recognized in OCI, and
any difference between the new amortized cost and maturity amount, are amortized o
profit or loss over the remaining life of the investment using the effective interest method.
If the financial asset is subsequently impaired, any gain or loss that has been recognized
in OCl is reclassified from egquity to profit or loss.

In the case of a financial asset that does not have a fixed maturity, the gain or loss shall
be recognized in profit or loss when the financial asset is sold or disposed. i the
financial asset is subsequently impaired., any previous gain or boss that has been
recognized in OCI is reclassified from equity to profit or koss.

For a financial asset reclassified out of the financial assets at FVPL category to financial
assets at FVOCH its fair value at the reclassificaion date becomes s new gross
carrying amount. Meanwhile, for a financial asset reclzssified out of the financial assets
&t FWOCI category to financial assets at FWFL, the cumulative gain or loss pressoushy
recognized in other compreheansive income is reclassified from equity to profit or koss as
a reclassification adjustment at the reclassification date.

29



Derecognition of financial assets and liabilities
Financial assets

A financial asset or, where applicable, a part of a financial asset or part of 8 group of
similar financial assets, is derecognized when (1) the rights to receive cash flows from
the asset have expired; (2) the Corporgtion retains the right to receive cash flows from
the asset, but has assumed an obligation to pay them in full without material delsy to a
third party under a ‘pass-through' amangement (3) the Corporation has transferred its
nights to recedve cash flows from the asset and either has transferred substantially all the
risks and rewards of ownership of the asset, or (4) has neither transferred nor retained
substantially all the risks and rewards of cownership of the asset but has transferred
control of the asset.

When the Corporation has transferred its rights 1o receive cash flows from an asset and
has neither transferred nor retained substantially all the nsks and rewards of ownership
of the assat nor transferrad control of the asset, the asset is racoanized to the extant of
the Corporation's continuing invohvement in the assef. Continuing invohlvement that takes
the fomm of a guarantee ower the transferred asset is measured at the lower of the
oniginal camying amount of the asset and the maximum amount of consideration that the
Corporation could be required to repay.

Financial lishilities

A financial liability is derecognized when the obligation under the kability is discharged or
cancelled or has axpirad.

Where an exsbing financial liabdity i= replaced by ancther from the zame lender on
substantially different terms, or the terms of an edsting liability are substantislhy
maodified, such an exchange or modification is treated as a derecognition of the original
lizbility and the recognition of a new liability, and the difference in the respective camying
amounts is recognized in profit or loss.

A modification is considered substantial if the present value of the cash fiows under the
new terms, including net fees paid or received and discounted using the original effective
interest rate, is different by at least 10 per cent from the discounted present value of
remaining cash flows of the orginal liability.

The fair value of the maodified financial liability is determined based on its expected cash
flows, discounted using the interest rate at which the Corporation could raise debt with
similar tarms and conditions in the market. The difference between the camying value of
the original liability and fair value of the new liability is recognized in profit or loss.

On the other hand, if the difference does not meet the 10 per cent threshold, the original
debt is not exfinguished but merely modified. In such case, the camying amount is
adjusted by the costs or fees paid or received in the restructuring.

Offsetting financial instruments

Financial assets and financial kabilites are offset and the net amount is reported in the
staterments of financial position if, and only if, there is a cumently enforceable legal right
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o offset the recognized amounts and there is an intention 1o settle on & net basis, or to
realize the asset and settle the liability simultanecusly. This is not generally the case
with master nefting agreements, and the related assets and lisbities are presented
gross in the statements of finsncial position.

Classification of Financial Instrument between Liability and Equity
A financial instrument is cassified as liability if t embodies a contractual obligation to:

= Deliver cash or another financial assat to another entity;

« [Exchange financial asseis or financial ksbities with another entity under
conditions that are potentially unfavorabde to the Corporation; or

s Satisfy the obligation other than by the exchange of a fixed amount of cash or
anather financial asset for a fixed number of own equity shares.

If the Corporation does mot have an unconditional right to avoid delivering cash or
another financial asset to settle its confrectual obligation, the obligation meets the
definition of a financial Eability.

Impairmeant of financial assets at amortised cost and FYOCI

The Corporation records an allowance for “expected credit loss™ (ECL) model based on
the guidelines set by the Bangko Sentral ng Pilipinas (BSP) which is in accordance with
the existing standards. This guideline shall be at the minimum, be observed in recording
ECL

The Corporation recognizes credit impairment/allowance for credit losses even before
objective evidence of impairment becomes apparent.

The credi exposures of the Corporation are classified into three stages using the
following time horizons in measuring ECL:

Stage of Cradit Time Horizon in
Impairment Charncinrinlics measuring ECL
Credit exposure that are considered
Stage 1 ‘performing” and with no significant | Twelve Months (12)

ncregse im credit risk since  initial ECL
I'a-:ugnilinn or with |low credit risk

redit exposure that are considered
Stage 2 under-performing” or not yet non-
orming but with significant increase

n credit risk since initial recognition

Lifetime ECL

Credit exposure with  objective
Stage 3 evidence of  impairment,  thus, Lifetima ECL

considered as “non-performing”
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Twedva Months (12) ECL

The Corporation set up an allowance for koss provision eguivalent to one per cent for all
outstanding collectively financial assets that are not individually significant except those
considerad as risk-free under existing rules and regulations.

Lifiatime ECL

Individually assessed financial assets are measured using lifetime ECL. The Corporation
has established a provision matrix that is based on the minimum guidelines set by BSP.

Classification Stage of Credit Impairment
Faparinlly Mantinnad Singa 7
Substandard {underperforming) Stage 2
Substandard (non-performing) Stage 3
Droubitful Stage 3
Loss Stage 3

The amount of the 0S5 |5 Measwred as the diference DEMWesN INe 35S80's Camying
amount and the present value of the estimated future cash flows (excluding future credit
kosses that have not been incurred). The present walue of the estimated future cash
flas is discounted at the financial asset's original effective interest rate (EIR). If & loan
has a variable interest rate, the discount rate for measuring any impairment loss is the
current EIR., adjusted for the original credit risk premium. The calculation of the present
value of the estimated future cash flows of a collateralized financial asset reflects the
cash flows that may result from foreckosure less costs for obtaining and seling the
collateral, whether or not foreclosure is probable.

Estimates of changes in future cash flow reflact and are directionally consistent with
changes in related observable data from period fo period. The methodology and
assumptions used for estimating future cash flows are reviewed regularty by the
Corporation to reduce any differences between loss estimates and actual loss
EXperenca.

Transfer from Twelve {12) month ECL to Lifetime ECL

The Corporation transfers exposures from Stage 1 to Stage 2 or 3 when there is a
significant increase in credit risk. Management set other indicators aside from missed
payments which may plsce an exposure to incressed ds credit risk since initial
recognition.

Transfer from Lifetime ECL to Twelve (12) month ECL

The Corporation transfers exposures from Stage 3 to Stage 1 only when there is
sufficient evidence to support their full collecSon. As a general rule, full collection is
probable wnen payment of inierest andior principal are received for at l2ast six monins.

Interest income continues fo be recognized based on the anginal EIR of the asset except
those classified wunder “Stage 3 which recognizes interest income based on the
amortized cost camying amount of the asset (net of allowance for losses).
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Loans, together with the associated allowance accounts, are written off when there is no
realistic prospect of fulure recovery and all collateral has been realzed. If, in a
subsequent year, the amount of the estimated impairmant loss decreases because of an
event occurring after the mpairment was recognized, the previously recognized
impairment koss is reduced by adjusting the allowance account i & future write-off is
later recovered, any amounts formerly charged are credited fo 'recovery on charged-off
assets’ in the statement of comprehensive income.

Reastructured Loans

Where possibbe, the Corporation seeks to restructure loans rather than to take
possession of collateral This may involve extending the payment arrangements and the
agreament of new loan conditions. Once the terms have been renegotiated, the loan is
no konger conssdered past due. Management continuously reviews restructured loans to
ensure that all criteria are met and that future payments are likely to occur. The loans
continue to be subject to an individual or collective impairment assessment. calculated
using the loan’s onginal EIR, except if classified under “Stage 3° criteria. The difference
betwean the recorded value of the onginal koan and the present value of the restructured
cash flows, discounted at the onginal EIR, is recognized in ‘Provision for impairment
koszes’ in the statement of compreheansive income.

Mon-performing  restructured exposures that have exhibitied mprovement in
creditworthiness of the counterparty may only be transferred from Stage 3 to Stage 1
after a total of one year probation period; s months from Stage 3 to Stage 2. and
another six months from stage 2 to Stage 1; or directly from Stage 3 to Stage 1, without
passing through Stage 2. after 12 months.

Restruchured accounts casstied as “pertorming” prior to restructuring will be inrhally
classified under Stage 2. Transfer from Stage 2 to Stage 1 will follow the s month rule
on transfer from lifetime ECL to Twelwe {12) month ECL.

3.2  Investment property

Investment properties, which include land, are initially recorded at cost including
trancoction goois. Inwootmont proportioc ooquired in cxohongo of loano and rooccivablos
are recorded at the fair value of the properties on acguisition dates. Fair value is
supported by market evidence and is determined by appraisers with sufficient
experience with respect to both location and the neture of the investment property.
Foraclosed proparties are classfied a8 “Investment proparty” from foreclosure dates.

Expenditures incurred after the investment properties have been put into operations,
such &s repairs and maintenance costs, are charged against current operations in the
year in which costs are incurred. Depreciation is calculated on a straight-line basis using
the useful life from the time of acquisibon of investment properties ranging from five to
ten years.

Subseqguent to initial recognition, investment properties, except land. are stated at cost
kess accumulated depreciation and any impairment in value. Land is stated at cost less
any impairment in value.
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Inwestment properties are derecognized when they have either been disposed of or
when the investment properties are permanently withdreesn from use and no fulure
benefit is expected from its disposal. Any gains or losses on the retiremant or disposal
of an investment property are recognized in "Gain on sake of properties” included under
“Oiher Income” in the statement of comprehensive income in the period of retirement or
disposal.

Transfers are made to investment properties when and only when, there is a change in
use evidenced by ending of cwner ccocupation and commencemsant of an opearating kesse
to another party. Transfers are made from investment properties when, and onhy when,
there is a change in use evidenced by commencement of owner occupation or
commencemeant of development with a view to sale.

For a transfer from investment property fo owner-occupied property or inventones, the
cost of property for subsequent accounting is its camying amount &t the date of change
in use. If the property occupied by the Corporation &5 an owner-occupied property
becomes an investment property, the Corporation accounts for such property in
accordance with the policy stated under property and equipment up to the date of
change in usa.

3.3  Property and equipment and Equipment and other property for lease
(EOPL)

Property and equipment and EOPL are iniially measured at cost. At the end of each
financial reporting peniod, property and equipment and EQOPL are messured st cost less
any subseguent accumulated depreciation. amortization and impairment in value. The
initial cost of an asset consists of its purchase price, directly sttributable costs of bringing
the asset to its worlang condition for ds intended use and the intial estimate of the costs
of dismantling and removing the item and restoring the site on which it is located.

Subseguent expenditures relating to an item of property and eguipment and ECGPL are
recognized as addition fo the camying amount of the asset when it is probable that fulure

economic benefits in excess of the orginally assessed standard of performance of the
existing asset will flow o the Corporastion. The cammying amount of property and
equipment and ECQPL includes the cost of testing machinery to ensure that these
funiction s intended and also &ll costs attributable to bringing the asset to the location
and condition for it to be capable of operating. All repairs and maintensnce cosis are
charged to the operations during the year in which these are incurred.

Depreciation is computed using the straight-line method over the estimated useful life of
the depreciable asssts. Govemment agencies are guided by the revised estimated
usaful life of property and equipment prescribed under Govemmeant sgencies are guidad
by the rewvised esBimated useful life of property and eguipment prescribed under
Commission on Audit Circular Mo, 2017-004 dated December 13, 2017, with selected
property and eguipment applicable to the Corporation as follows:

Proparty and Eguipment Estimatad Usaful Life
Buildings 30t 50 years
Transporiation eguipment {motor vehicle) S0 15 years
Office eguipment, furniture and faures 210 15 years
Other proparty and egquipment 2 to 15 years
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The same COA circular dictates thet the residual value of property and equipment is
fixed &t five per cant of the cost. The computation of the depreciation expense starts on
the following month after the purchase/completion of property and eguipment
imespective of the date within the month.

Equipment and other properties for lease are amortized over the terms of the leases or
the estimated useful lives of the asset, whichever is shorter.

The carmying valuees of the property and equipment and EOPL are reviewed for
impairment when events or changes in crcumstances indicate the carrying value may
not be recoverable. f any such indication exists and whera the carrying values excesad
tha sstimated racoverabla amaount, an impairment [023 i racognizad in profit or loas.

An item of property and equipment and EOPL, including the related accumulsted
depreciation and impairment losses, if any, is derecognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset. Ay
gain or loss arising on de-recognition of the asset (calculated as the difference between
the net deposal proceeds and the carrying amount of the item) is included in profit or
koxss in the penod the item is derecognized.

34 Mon-current assets held for sale

Mon-current assets hedd for sale include foreclosed collateral of delinguent customers
that the Corporation intends to sell within one year from the date of classification as held
for sale.

The Corporation classifies assets as held for sale when their carmying amount will be
recovered principally throwgh a sale transaction rather than throwgh continuing use. For
this to be the case the asset must be available for immediate sake in its present condition
subject only to terms that are wsual and customary for sales of such assets and its sale
must e highly probable. For the sale to be highly probable the appropriate level of
management must be committed to a8 plan to sell the asset and an active program to
kxcate & buyer and complete the plan must have been initisted. Further, the assat must
be actively marketed for sale at a price that is reasonable in redation to its current fair
value. In addition, the sale showkd be expectad 10 qualily for recognison &5 a completad
sale within one year from the date of classification.

Mon-current assets held for sale are camied at the lower of its carrying amount and fair
value less costs to sall. Assets classified as held for sale are not subject to depreciation
or amortization. If the Corporation has classified an asset &5 held for sale but the criteria
for & to be recognized as held for sale are no longer satisfied, the Corporation shall
cease to classify the asset as held for sale.

The gain or loss arising from the sale or re-measurement of held for sale assets is
recognized as part of Other Income account in the statement of comprahensive income.

3.5 Other assets

Prepayments represent expenses not yet incured but already paid in cash.
Prepayments are initially recorded as assets and messured at cost  Subssgquently,
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these are charged to statements of comprehensive income as they are consumed in
oparations or a5 they expire with the passage of time.

Prepayments are classified in the statement of financial position as current assets and

expected to be incurred within one year, otherwise, prepayments are classified as non-
current assets.

Orther assets pertain to expenditures which have future economic benefits and are not
identified as financial assets, prepayments, or equipment. These are classified as
currant in the staterment of financial position becauss the benefit from such assets are
expected to be realized within one year from the financial reporting date, otherwise, they
are classified a5 non-current.

46 Intangibles

Intangible assets acquired are separately messured on iniial recognition at cost
Folliowing inidal recognition, Intangible assets are camied at cost net of the amorizaton.

Intangible assets are amortized over the estimated useful life ranging from one to five
years using the straight-line method and are assessed for impairment whenever there is
an indication that the intangible assets may be impaired. The amottizaton expanse on
intangible assels is recognized in the statements of comprehensive income in the
expense category consistent with the function of the intangible asset.

The Corporation's intangible asset account comprised computer software and is lodged
under the other asset SCCoUnt.

3.7  Impairment of non-financial assets

At each financial reporting date, the Corporation reviews the camying amounts of non-
financial assets to determine whether there is any indication of impairment. If any such
indication exdists and where the camying values excead the estmated recoverable

amount, the assets are written down o their recoverable amount.

The recoverable amount of the assets is the greater of fair value less cost to sell and
value in use. The fair value less cost to sell is the amount cbtainabde from the sale of an
asset in an arm's kength transachion between knowledgeable, willing parties, less costs
of disposal Value in use is the presant value of estimated future cash flows expecied to
arise from the continuing use of an asset and from its disposal at the end of its useful
Ife.

In assessing value in use, the estimated future cash flows are discounted to its present
value using a pretax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. For an asset that does not generate
largely independent cash inflows, the recoverable amount s determined for the cash-

genarating unit ta which tha sazat balongs. Any impairment o83 is racagnized in profit or
boss.

An sssessment is made at each reporting date as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If
such indication exists, the recoverable amount is estimated. A previously recognized
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impairment kss is reversed only if there has been a change in the estimates used to
determine the asset's recoverable amount since the last impairment boss was

recognized. If that is the case, the camying amount of the asset is increased to its
recoverable amount. That increased amount cannot exceed the carrying amount that

would have been determined, net of depreciation, had no impairment lkoss been
recognized for the asset in prior years. Such reversal is recognized in statement of
comprehensive income. After such a reversal, the depreciation charge is adjusted in
future periods to allocate the asset's revised carrying amount, less any residual value,
on a systematic basis over its remaining useaful ife.

3.8  Inter-agency and other payables

Inter-agency and other payables are recognized initally at the transsction price and
subsequently measured at amortized cost using the effective interest rate method. Inter-
agency and other payables classified as cument liabiliies are messured at the
undiscounted amount of cash to be paid, which is normally the invoice amount.

313  Provisions and contingencies

Provisions are recognized when: (&) the Corporation has a present obligation (legal or
construciive) as a result of past events; (b} it is probable (i.e., more likely than not) that
an outflow of resources embodying economic benefiis will be required to sette the
obligation; and (c) a reliable estimate of the amount of the obligation can be mads.
Where some or all of the expenditure reguired to settle a provision is expected to be
reimbursed by another party, the reimbursement is recognized as a separate ssset onby
when it is virtually certain that reimbursement will be recefived. The amount recognized
for the reimbursesment chall not axeead the amount of the provicion. Prowvicione ara
reviewed at each reporting date and adjusted to reflact the current best estimate.

if the effect of the time value of money is material, provisions are determined by

discounting the expecied future cash flows at a pre-tax rate that reflects current market
assessment of the time value of money and the nisks specific to the liability. Where

discounting s used, the increase in the provision due to the passage of time is
recognized as intarest expensa.

Contingent liabilities are not recognized in the separate financial statements. They are
dischosed in the motes to the separate financial statements unless the possibility of an
outflow of resources embodying economic benefits is remaote.

Contingent assets are not recognized in the financial statements but disclosed in the
notes o financial statements when an inflow of economic benefiis is probable.

310 Dividends

Dividends are recognized when these become legally payable. Dividend distribution to
aquity sharaholders is racognized 25 a lisbility in the Corporation's financial statements
in the period in which the dividends are dedared and approved by the Corporation's
Bowrd of Directors.
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211  Equity
Commaon stock represents the nominal value of shares that have been issued.

Additional paid-in capital includes any premiums received on the issuance of capial
stock. Any transaction costs associgted with the issuance of shares are deducted from
additional paid-in capital, net of any related income tax benefits.

Treasury shares are stated at the cost of reacguiring swch shares and are deducted from
equity attributabée to the Corporation's equity hodders until the shares are cancelied,
redssued or disposed of_

The Conporation’s retained earnings account is composed of:
Appropriated retained samings

Appropriated retained earnings represent the portion of retained eamings that have been
set aside by action of the Board of Directors for a specific use.

Unappropriated retained earmings

Unappropriated retsined eamings represent the amount of accumulated profits and
gains realized out of the normal and continuous operations of the Corporation after
deducting distributions to stockholders and transfers to capital stock or other accounts,
and which are:

- not appropriated by the Board of Directors for corporate expansion or projects;

- not covered by a restriction for dividend declaration under a loan agreement;
and

- not reguired to be retained under special circumstances obtaining in the
Corporation such as when there is a need for a special reserve for probable
contingencies.

Treasury Shares

Cram equity instruments which are reacquired are camied at cost and deducted from
equity. Mo gain or loss is recognized on the purchase, sale, reissuance or cancellation
of the Corporation’'s own equity instruments. When the shares are retired, the capital
stock sccount is reduced by its par value and the excess of cost over par value upon
retirement is debited to additional paid-in capital to the extent of the spedific or average
additional paid-in capital when the shares were issued and to retained eamings for the

Crther Comprehensive Incoms (Losa)

Other comprehensive income (loss) comprises items of income and expense, including
items previously presented under the separate statements of changes in equity, that are
not recognized in profit or loss for the year. Other comprehensive income (loss) of the
Corporation pertains o gain (loss) on remeasurement of retirement benefit obligation.
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312 Revenue recognition

Rewenue from contract with customers is recognized when the performance cbligation in
the contract has been satisfied. either at a point in time or over time. Revenue is
recognized ower time if one of the followang crteria s met (a) the customer
simultaneously receives and consumes the benefits as the Corporation perform its
obligations; (b) the Corporation’'s performance creates or enhances an assat that the
custormer controds as the ssset is created or emhanced;, or (¢} the Corporation’s
performance does not create an assat with an altemnative wuse to the Corporation and the
Corporation has an enforcesbls right to payment for performance completed to date.

Otherwise, revenue is recognized at a point in time.

The Corporation also assesses its revenue amangements to determine i it is acting as a

principal or as an agent. The Corporation has assessad that it acts as a principal in all
of its revenue sources.

The following epecfic recogniion criteria must also be met before revenue B
recognized.

{a) Interest Income

For all financial instruments measured at amortized cost, interest income is recorded at
the EIR, which is the rate that exacily discounts estimated future cash payments or
recaipts through the expected life of the financial instrument or a shorter pariod, whera
appropriate, to the net camying amount of the financial asset or financial liabiity. The
calculation takes into account all contractusl terms of the financial instrument including

any fees or incremental costs that are directy atiributabls to the instrument and are an
integral part of the EIR, but not future credit losses. The adjusted camying amount is

calculated based on the orginal EIR. The change in carmying amount is recorded a5
“Interest Income” in the statement of comprehensive income.

Once a financial asset or a group of similar financial assets has been written down as a
result of an impairment boss, interest income continues to be recognized wsing the
oniginal CIR applied to the new carrying amouni.

The excess of aggregate kease rentals plus the estimated residual value over the cost of
the leased equipment constiutes the "Letemed Leasang Income™. 1The deferred lease

income is amortized over the term of the lease, commencing on the month the keass is
exacuted, using the effective intarest rate method. Residual values represent estimated

procaseds from the disposal of eguipment at the time the lease is terminated.

(b} Income from operating leases

Rent income arising from operating leases is recognized on a straight-ine basis over the
lease term and is recorded as part of “Other Income” in the statement of comprehensive
income.

{c) Penalties and service fees

Penalties and service fees are recognized when eamed or accrued when there is a
reasonable degree to its collectability.
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(d) Gain (Loss) on foreckosures

Gain (koss) on foreclosed asset is recognized upon collection of existing receivable
through foreckosuwre of asset used as collateral wherein the fair market value of the asset
received is grester (lesser) than the met camying wvalue of the receivable saitled,

respectivaly.
(=) Gain (Loss) from asset soldfexchanged

Gain (koss) on sale of asset soldlecchanged is recognized upon sale of an inwvestrment
property, property and equipment or other properties acquired whersin the fair market
value of the asset recened 15 greater (less) than the outstanding balance of receivables
sold.

() Other income
Other income is recognized in the period in which these are samed.
313 Costs and expenses recognition

Costs and expensas are recognized in profit or loss when decrease in future economic
benefite related to a decrease in an asset or an increase in a kability has arisen and that
can be reliably measured. Expenses are recognized in profit or lkoss on the basis of a
direct association betwesn the costs incurred and the eaming of specific items of
income; a8 systematic and rational allocation procedures when economic benefits are
expected to arise over several accounting penods and the association with income can
only be broadly or indirectly determined; or immediataly when an expenditure produces
no future economic benefits or when, and to the exent that, future economic benefits do
not qualify, or cease to qualify, for recognition in the statements of financial position as
an asset

Expenses in the statements of comprehensive income are presented using the function
of expanse method. Cost of services are expenses incurred that are associated with
sanices rendered. Operating expenses are cost attributable to administrative, marketing
and other business aclivities of the Corporation.

Baorrowing costs

Bomrowing costs that are directly atiributable to the scquisition, construction or
production of a “qualifying asset” or an asset that necessarily takes 8 substantial period
0 get ready for s inended use of sale, are included In the cost of e asser. Caner
borrowing costs which consist of interest and other costs that the Corporation incurs in
connection with borrowing of funds are recognized as expenses in the year in which
these costs are incurred using the effective interast method.

3.14 Employee benefits
(&) Retirerment benefit obligations

The Corporation has a funded non-contributory defined benefit retirement plan (the Plan)
cowering substantially all of its officers and regular employees. The net defined benafit
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lisbility or asset is the aggregate of the present value of the defined benefit oblination at
the end of the reporing penod reduced by the fair value of plan assets (if any), adjusted
for any effect of limiting a net definad benafll #5561 10 e assat celling. The asset celling
ig the precant value of any aconomic 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 plans s actuanally determined
using the projected unit credit method.

Defined benefit costs comprise the following:

+ Service cost
Met interest on the net defined benefit liability or asset
*  Re-measuraments of net defined benefit labity or 3sset

Service costs which include current service costs, past sendice costs and gains or losses
on non-routine settlements are recognized as expense in profit or loss. Past senvice
costs are recognized when plan amendment or cuntailment occurs. Met 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 s determined by
apphing the discount rate basad on govemmeant bondz to the defined banafit lizhity or
a5set.

MEl INerest on the net defined Denefl llabiity of Assel |5 recognized a5 eXpense of
income in profit or loss. Re-measurements comprising actuarial gains and losses, retun
on plan assets and amy change in the effect of the asset ceiling (excluding net interest
on defined benefit liability) are recognized immediately in other comprehensive income
in the period in which they arise. Re-measurements are not reclassified to profit or loss
in subsequent pericds. All re-measurements recognized in other comprehensive income
account “Re-measurement gains (losses) on refrement plan™ are not reclassified to
another equity account in subsequent penods.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying
insurance policies. Plan assets are not available to the creditors of the Corporation, nor
can they be paid directly to the Conporgtion. Fair value of plan assets is based on market
price information. When no market price is available, the fair value of plan asseis s
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,  they have no maturity, the expected period until the setbemeant of
the related obligations).

The Corporation’s right fo be reimbursed of some or all of the expenditure reguired to
seftle a defined benefit obligation is recognized as a separate asset at fair value when

and onby when reimbursement is virtually cartain.
(&) Compensated absences

Compensated absences are recognized for the number of paid keave days (including
holiday entitiement) remaining at the end of each reporting period. These are included in
“Accrued Other Expenses Payable” account at the undiscounted amount that the
Corporation axpects to pay &8 & result of tha unused antitlemant
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315 |Leases

At the inception of a contract, the Corporation assesses whether a contract is, or
contains, & lease. A coniract is, or contains, a leass if the contract comveys the nght o
control the use of an identified assst for & peried of time in exchange for considaration.
T agsess whather a contract conveys the right to control the use of an identified assat,
the Corporation assessas whethar:

* the contract inwohses an identified asset — this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the
capacity of a physically distinct asset. If the suppler hes a substantive
substitution right, then the asset is not identfied;

* the Corporation has the nght to obtzin substantially all of the sconomic
benefits from use of the asset throughout the period of use; and

* the Corporation has the right to direct the use of the asset. The Corporation
wihian it has the decision-making rights that are most relevant to changing how
and for what purpose the assaet is used. The Corporation has the right to direct
the use of the asset of sither:

- the Corporation has the right to operate the asset; or
- the Corporation designed the assset in a way that predetermines how and
for what purpose it will be used.

Thiz policy is applied 13 contracts antarad into, or changed, on or after January 1, 2019,

Finance Leass
Corporation as Lessor.

Finance lesses, where the Corporation transfers substantially all the risks and benefits
incidental 1o ownership of the leased temn to the lesses, are induded in the statements
of financial position wunder “Financial Asseis at Amortised Cost”™ acocount. A lesse
recaivable iz recognized at an amount equsal to the net investment in the lease. The
difference between the gross lease recefvable and the net investment in the lease is
recognized &3 uneamed finance income. Al income resulting from the recehable is
included as part of “Interest Income” in the statement of comprehensive income.

Operating Lesse
Corporation as Lesses,

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

Right-of-use assets - The Corporafion recognizes right-of-use asssts &t the
commencament date of the lease (e, the date the underying asset s available for

usa) Right-of-use assets are messured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilitiss. The cost of
right-of-use assats includes the amount of kesse liabilities recognised, initial direct costs
imcurred, and leass payments made &t or before the commencement date less any lease
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incentives received. Right-of-use assets are depreciatad on a straight-line basis over the
shorter of the lease term and the estimated useful lives of the assets, as follows:

Right-of-use assets Estimated Useful Life
Buildings 10-20 years
Transportation Equipment (motor vehicle) T years
Office Equipment, Fumniture and Fixures 5-10 years
Other Property and Eguipment & years

If ownership of the leased asset transfars to the Corporation 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 assat.

The right-of-use assets are also subject to impairment.

Lease liabilities - At the commencement date of the lease, the Corporation recognizes
kease liabilites measured at the present value of lease payments to be made over the
kease term. The lease payments include figed payments (including in-substance fixed
payments) less any lease incentives recaivable, variable lease payments that depend on
an index or & rate, and amounts expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a purchase option reasonably
cartain to be exarcisad by the Corporation and payments of penalties for terminating the
kease, if the lease term reflects the Corporation exercising the oplion to terminate.
Varable lease payments that do not depend on an index or & rate are recognized as
expenses (unless they are incurred fo produce inventories) in the period in which the
event or condition that triggers the payment occurs.

In calculsting the present value of lease payments, the Corporation uses its incramental
Ly uwwinigyg el all e e conmnencanenl dele Dbecause e inborasl cale anplicil o de
kease is not readity determinable. After the commencement date, the amount of lease
lizbilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition. the camying amount of lease labilities is remeasured if
there 5 a modification, a change in the lease term, a change in the kesse 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 oplion to
purchase the underlying asset.

Short-term leases and leases of low-value assets - The Corporation applies the short-
term lease recognition exemption to is short-term keases of machinery and eguipment
(i.e., those keases that have a lease term of 12 months or less from the commencamsent
date and do not contain a purchase option). It also applies the lease of low-value assats
recognition examption to leases of office equipment that are considered to be low value.
Leasse payments on short-term keases and leases of low-value assets are recognized as
expense on & straight-line basis over the kease term

The Corporation does recognizes right-of-use assets and lesse liabilities for most
keases. Howewer, the Corporation has elected not to recognise right-of-use assets and
kease liabilities for some leases of low value assats based on the value of the underlying
S5SE1 WhEn new or 1or SNoM-1erm leases with & eass term of 12 montns of [ess.
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Corporation as Lessor.

Leases where the Corporation does not transfer substantially all the risks and rewards of
ownership of the assets are classified as operating leases. Rent incoms from operating
lesses is recognized as income on & straight-line basis ower the lease term.
Initial direct costs incumed in negotiating an operating lease are added to the carmying
amount of the leased asset and recognized as an expense over the lease term on the

same basis as rent income. Contingent rents are recognized as income in the penod in
wihich they are samed.

The Corporation is both & lesses and a lessor under operating leases.
316 Residual value of leased assets and deposits on lease contracts

The residual value of leased assets. which approximates the amount of lease deposit
paid by the lessee at the incaption of the kease, s the estimated proceeds from the
disposal of the leased asset at the end of the lease term. Al the end of the lease tarm,
the residual value receivable of the leased asset is generally applied against the lease
deposit of the lesses when the lessee decides o buy the leased asset

317 Related parties

Parties are considered 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. Parties are also considered related f they are subject to
commeon contrgd or commen significant influence. Related parties may be individuals or
corporate entiies. The key mansgement personnel of the Corporabion and post-
employment benefit plans for the benefit of the Corporation's employees are also
considerad related parties.

318 Income tax

Cumanit income tax

Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enactad or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.

Taxable incoms differs from net income as reported in the statement of comprehensive

income because it excludes items of incomsa or expanse that are taxable or deductible in
other years and it further excludes tems that are never taxable or deductible.

Current tax relating to items recognized directhy in equity B recognized in equity and not
in other comprehansive income. The Corporation periodically evalustes positions taken
in the tax retums with respect to situations in which applicable tax regulstions are
subject to interpretations and establishes provisions where appropriate
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Dafarred tax

Deferrad tax s recognized using the liability method in respect of temporary differences
betwean the camying amounts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes.

Deferrad tax liabilities are recognized using the Rability method for all taxable temporary
differences, except

»  where the defermed tax lability arises from the initial recognition of goodwill or
of an asset or kabiity in & transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable

profit or loss; and

s with reapect tn tavahbls tamporsry differsnees sassciated with imesatrments in
shares of stock of subsidianes, where the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences. carmyforward
of unused tax credits from escess minimum corporate income tax (MCIT) and net
operating loss camyover (MOLCODY), to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences and camyforward of
unused tax credits and NOLCO can be utilized, except:

»  whare the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in & transaction that is
not 8 business combination and, at the time of the transaction, affects nether
the accounting profit nor taxabde profit or loss; and

s with respect to deductible temporary differences associated with investments
in shares of stock of subsidiaries, deferred tax assets are recognized only to
the extent that it s probable that the temporary differences will reverss in the
foresesable future and taxable profit will be available against which the
temporary differences can be utilized.

The camying amount of deferred tax assets is reviewed at each financial reporting date
and reduced to the extent that it is no konger probable that sufficient taxable profit will be
availabde to allow all or part of the deferred income tax asset to be utilized. Unrecognized
deferred tax assets are reassessed at each reporfing 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.

The measurement of deferred tax reflects the tax consequences that would follow the
manner in which the Corporation expects, at the end of the reporting period, to recover

or settle the cammying amount of its assats and liabilites.

Deferred tax assets and liabilittes are measured at the tax rates that are expected to
apply to the period when the asset is realzed or the liability is seftled, based on tax rates
and tax laws that have been enacted or substantively enacted at the financial reporting
date.
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Current and deferred tax are recognized in profit or koss for the period, except to the
extent that it relates to a business combination, of fems recognized direcily in equity or
in other comprehensive income.

Deferred tax asseis and deferred tax liabdities are offset. if a legally enforceable nght
exists to sel off current tax assets against current tax liabilities and the defemred taxes
redate to the same taxable entity and the same taxation suthaonty.

319 Eamings per share

Bagic earnings per share is calculated by dividing profit or loss for the pericd atiributable
o common shareholders by the weighted average number of common shares
outstanding duning the period, after giving retroactive effect to any stock dividend.

31.20 Events after the financial reporting date

Post year-end events up to the date of the auditors’ report that provide additional
information about the Conporation's position at financial reporting date (adjusting events)
are reflected in the financial statements. Post year-end events that are not adjusting
events are disclosed in the notes to financial statements, when matenal.

21 Guniingencies

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

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the financial statements in accordance with Philippine Financial
Reporting Standards requires manasgement to make judgments, estimates and
assumptions that affect the application of accounting policies and the amounts of assets,
liabilities, income and expenses reported in the financial statements at the reporing
aste. The eslimaes, SsSumptions and |udgments are Dased on managements
evaluation of relevant facts and circumstances as of the date of the financial statemsents.
However, uncertainty about these judgments, estimates and assumptions could result in
an outcome that could require a material adjustment to the carrying amount of the
affected asset or liability in the future.

Judgments and estimates are continually evaluated and are based on histonical
experianca and other factors, including expeactations of future events that are believed to
be ressonable under the circumstances. Revisions are recognized in the period in which
the judgments and estimates are revised and in any future period affected.

46



i Estimates

The following are the key sssumptions concermning the future, and other key sources of
estimation uncertainty at the end of each reporting pericd, that have a significant risk of
causing a material adjustment to the carmying amounts of assets and liabilibes within the
next financial year.

Estimation of allowance Impairment of Financial assets at FVOCI

Financial assets at FWVOCI| are assessed as impaired when there has been a significant
or prodonged decline in the fair value below cost or where other objective evidence of
impairment exists. The determination of what is “signficant” or “prolonged” requires
judgment. In addition, the Corporation evaluates other factors, including normal volatility
in share price for quoted equities, and the future cash flows and the discount factors for
unguoted aquities.

Estimation of allewance for impairmeant koss on financial assets at amortised cost

The Corporabion reviews s financial assets at amorlised cost to assess impairment at
least on an annual basis to assess whether addiional provision for credit losses should
be recognized. In perticular, judgment by management is required in the estimation of
the amount and tming of future cash fliows when determining the level of alliowance

reqguired. Such estimates are based on assumptions about & number of factors and
actual results may differ, resulting in future changes to the allowance for credit losses.

In 2020 and 20159, Mansgement has assessed an amount of PS42,107.511 and
P184 778 35T as doubtiul of collection (Mote 8). Accordingly, & provision for impairment
was recognized in the statements of comprehansive incomea.

Estimation of useful lives of property and equipment, EOPL and investment properties

The Corporation estimates the useful lives of property and eguipment, EOPL and

investment properties based on the period over which the assets are expected to be
available for use. The estimated useful ives of property and equipment, EOPL and
investment properties are resiewsed periodically and are updated if expectations differ
from prewious estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limits on the use of the assets.

In addition, estimation of the uwseful lives of property and eguipment, EOPL and
investment properties is based on collective assessment of industry practice, internal
technical evaluation and experience with similar assets. It is possible. howewver, that
future results of oparations could be matenaly affected by changeas in estimates browght
about by changes in factors mentioned above. The amounts and timing of recorded
expenses for any period would be affected by changes i these factors and
circumstances. A reduction in the estimated wseful lives of property and equipment,
EOPL and investment properbes would increase recorded operating expenses and
decrease non-current asseis.

The estimated useful lives of investment properties, property and equipment, EOPL are
sat out in Notes 3.2 and 3.3
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Estimation of impeirmeant of Investmeant properies, property and aguipment, EOFL and
non-current assets held for sale

The Corporation assssses impairment on sssets whenever events or changes in
circurnstances indicate that the camying amount of an asset may not be recoverable.
The factors that the Conporation considers important which couwld trigger an impairmment
reviews include the following:

- Significant underperformance relatve to expected historical or projectad
future operating results;

- Significant changes in the manner of use of the acquired sssets or the
strategy for owerall business; and

- Significant negative industry of economic trends.

The Corporation recognizes an impairment loss whenever the camying amount of an
asset exceeds its recoverable amount. The recoverable amount is the higher of the
aszets’ net selling price or value in use. The net selling price is the amount obtainable
from the =zale of an asset in an arm's length transaction less cost 1o sell while value in
uwse= iz the present walues of estmated future cash flows expected o arze from the
continuing use of an asset and from is disposal at the end of its useful life. Recoverable
amounts are estimated for individual sssats or, if it is not possible, the cash generating
unit to which the asset belongs.

Allcrwrance for impsairment losses on Investment Properties amounted to P& 337,516 and
P&, 337,517 as of Decamber 31, 2020 and 2049 (Mote 9) while allewance for impairmernt

losses on Property and Equipment amounted to P121,910 and none in 2020 and 2019
(Mote 11), respactively. There are no impaiment losses on EOPL and Mon-Current
Asszets Held for Sale for the years 2020 and 2018,

The carmying walues of the Corporation’s non-financial asseis are as follows:

2020 7018
Investment Properties (Note G} 13,921,984 13,021 984
EOPL (Note 10) 245,274,992 185,743 416
Property and Equipment (Naote 11) 30,106,134 53,000,202
Non-Current Assets Held for Sabe (Note 12) 0 308,858,250

Estimation of liability for retirement benefits cost

The determingtion of the Corporation's pension cost is dependent on the selection of
cartmin sssumptions used by sctuares in calculating such amount. Those sssumptions
include, among others, discount rate, expacted rate of return on plan assets and salary
increase rate. In asccordance with PAS 10R, actual results that differ from the
assumptions used are sccumulated and amortized ower future pencds and therefore,
generally affect the recognized expense and recorded obligation in such future periods.

The retirement bensfit cost charged to operations under “General and Administrative
Expenses” account amounted to F3,396, 186 and P3.315.263 as at December 31, 2030
and 2019, respectively, as disclosed in Mote 22{al
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The related liability stands at P11.595.740 and P22,247 019 a5 at December 31, 2020
and 2019, reepactively, as disclozad in Note 22(b).

Realizability of deferred tax assets

The Corporation reviews its deferred tax assets at each reporting date and reduces the
carrying amount to the extent that it is no longer probable that sufficient taxabde profit will
be avaisble to allow all or part of the deferred tax asseis to be utilized. The
Corporation’s assessment on the recognition of deferred tax assets on deductible
temporary differences is based on the projected taxable income in the following periods.

4.2  Judgments

In the process of applying the Corporation’s accounting policies, Management has made
tho following judgmonts. apart from thooo invobving octimation, which howe tho moot
significant effect on the amounts recognized in the financial statements:

Determination of functional cumrency

Based on the economic substance of the underlying circumstances relevant to the
Corporation, the functional cumency is determined to be the Philippine Peso. It is the
currency that mainly influences the rendering of transport services and the cost of
providing such senvices.

Classification of financial instrurmsnits

The Corporation exsrcises judgments in classifying a financial instrument, or its
component parts, on initial recognition as a financial asset, a financial liabdity, or an
equity instrument in accordance with the substance of the contractual arrangement and
the definitions of a financial asset or liability. The substance of a financial instrument,
rather than its legal form, govemns its classification in the statements of financial positon.

The Corporation’s. financial assets and liabilities are presented in Notes 5 and 6.
Determination of fair value of financial assets

The Corporation camies carain financial assets at fair value, which requires extensive
use of accounting estimates and judgment. VWhile significant components of fair value
measurement were determined using wverifiable objective evidence (ie.. foreign
exchange rates, interest rates, volatility rates), the amount of changes in fair value would
difimr i thia Cnrporatinn ufilizad / differant wrlnaiinn mathndningy Ay changaes in fair
value of these financial assets would affect profit and loss and equity.

Determination Whether an Arrangement Contains a Lease.

The Corporation assesses whether an amangemsent contains a lease based on PFRS
16, as disclosed in Mote 3. On adoption of PFRS 16, the Corporation elected to apply
the practical expedient to grandfather the assessment of which transactions are lesses.
It applied FFRS 16 only to contracts that were previcusly identhed as leases. Contracts
that were not identified as leases under PAS 17 and IFRC 4 were not reassessed for
whether there is a lease. Therefore, the definition of lease under PFRS 16 was applied
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ainly to contracts entered into or changed on or after January 1, 2019,
Classification of leases

The Corporation has entered into various lease agreements both as a lessee and a
lessor. Critical judgment was exercised by mansgement to distinguish each bease
agreament as either an operating or finance kease by looking at the transfer or retention
of significant risk and rewards of ownership of the propertes covered by the
EQreements.

Corporation a5 Lessor,

As a lessor, total rental earmed from operating lesses amounted o PE3,878.030 in 2020
and P51,860,862 in 2019, as disclosad in Note 21.

Interest eamed on finance lease amangements amounted to P167.970,166 and
F213, 404 538 in 2020 arnd 2019, mwespesdively, os disclosed o Robe 21 ol Bescal
statements.

Determining the lease term of contracts with renewal and termination options -
Corporation as lessee.

The Corporation determines the lease term as the non-cancellable term of the lease,
togethar with any periods cowvered by an option to extend the lease if it is reasonably
cartain to be exercised, or any periods covered by an option o terminate the lesse, ifit is
ressonably certain not to be exercisad.

The Corporation has several lease contracts that include extension and termination
options. The Corporation applies judgement in evaluating whether it is reasonably
cartain whether or not to exercise the option to renew or terminate the lease. That is. it
considers all relevant factors that create an economic incentive for it to exercise either
the renewal or termination. After the commencement date, the Corporation reassesses
the lease term ¥ there is a significant event or change in circumstances that is within its
control and affects is abllity 10 exercise or N 10 exsrcise the opion D rensw or 1o
terminate (e.g.. construction of significant leasehold improvements or significant
customization to the keased asset).

As a kessee, total rental expenses incurred from the leases amounted to P496. TB0 and
PAAT 800 in 2000 and 2010, as dieclosed in Mota 20 amd 24.

Refer to Mote 21 for information on potential future rental payments relating to periods
foliowing the exercise daie of exiEnsion and 1eMminabon options hat are not inciuded in
the leass term.

Evaluating Deferred Tax

In determining the amount of current and deferred tax the CorporaBion takes into
Ul Ure inspod o urieen lain oz posilivos ansd wheslber addional laaees @ inbenesl
may be due. The Conporation believes that its accruals for tax liabilities are adequate for
all open tax years based on its assessment of mamy factors, including interpretation of
trx lws And prine eepenenrs This asseasment ralies nn estimates and Assumiphions
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and may involve a8 series of judgments about future events. New information may
become available that causes the Corporation to change its judgment regarding the
adequacy of existing tax labiities; such changes to tax kabilities will impact tax expense
in the penod that such a determination is made.

Deferred tax assets recognized amounted to P160,988 897 and P53.753.5T8 as at
Dacember 31, 2020 and 2019, respectively, as disclosed in Note 24.

Management believes that the amount is fully recoverabls.

i FINANCIAL RISK AND CAPITAL MAMAGEMENT OBJECTIVES AND
POLICIES

Principal financial instrumenis

The Corporaion's principal financial instruments comprised cash, financial assets at
amortised cost, advances from officers and employees, bills payable, trade and other
payvables and deposit on lease contracts.

The Conporation has exposure to the following nisks arising from financial instrumsents:
- Credit Risk
- Interest Rate Risk
- LLiguidity Risk

Risk Management Framework

The Board of Directors has overall responsibility for the establishment and owversight of
e Covprmalivn’'s risk nemagenmenl hamesaoikh. The Boarnd s eslabdisied e Risk
Management Committee, which is responsible for developing and monitoring the
Corporation’s risk mansgement policies. The Committes reports regularly to the Board
of Directors on its activities.

The risk management polickes are established to identify and analyze the risks faced by
the Corporation, o sef approprigte risk limits and controds, and to monitor risks and
adherance to imits. Risk management policies are reviewead regularly to reflect chanpes
in market conditions and activities by the Corporation.

The Audit Committes overseses how management monitors and ensures compliance with
the nisk management policies and procedures, and reviews the adequacy of the risk
management framework in relation to the nsks face by the Corporation. Risk
management processas within the Corporation are audited by the Internal Audit Unit that
examines both adequacy of the procedures and the Corporation’s compliance with the
procedures. The Internal Audit Unit discusses the results of all of its assessments with
management and reports its findings and recommendations 1o the Audit Committes.
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The Conporations’ risk managemsent polickes are summarnized below:
51  Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the othar party o incur & financial loss. This risk may further be
classified as pre-setiement and setlemant risk (PSR and SR, respectively). PSR is the
risk that the obligor will fall to meet the terms of the contract and default before the
coniract's settlement date, prematurety ending the contract. SR, on the other hand, is
the risk that the obligor will fail to deliver the terms of & contract with another party at the
time of settlerment SR can be the risk associated wath default at settlerment and amy
timing differences in setlemeant bebaeen the Corporation and the counterparty. The
managemeant therefore carefully assesses and manages s exposures to both types of
cradit risks.

(&) Credit Risk Mansgement

The Corporation manages credit risk by implamenting adequate credit evaluation and
approval processes &5 well 55 setting limits for individual bormowers, aroup of borrowers
and industry ssgments. The Corporation maintains a genermal policy of awoiding
EXCESSive axposure in any particular secior of the Philippineg economy. The Corporation
actively seeks 1o increase its exposure to priority sectors &s determined by its Parent
Bank and other industry sector which i believes possess atiractive growth opporunities.
Conversely, it actively seeks o reduce its exposwre in industry sectors where growth
potential s minimal. Although the Corporation’s leasing and financing portfolio is
composed of transactions with wide variety of businesses, the results of operation and
financial condition of the Corporation may be diversely affected by any downturm in these
sactors &5 well a5 the Philippine economy in general.

The Cupumation sssesses e probebiily of delsull of Brdvidusl counlenpeniios wsing
intermal rating tools tailored to the warious categores of counferparty.  Im the
Corporation’s rating scake, exposures migrate between classes as the assessment of
their probability of defsult changes. The rating toods are reviewsd and upgraded as
mecessary. The Corporation regulady validates the performance of the rating and their
predictive power with regard to default events.

{(b)  Collateral and other credit risk mitigation

The amount and type of collateral required depends on an sssessment of the credit risk
of the obligor. The Corporation implements certain reguiremenis regarding the
acceptability of types of collateral and valuation.

Collateral comes in the form of financial and non-financial assets. The maein types of
collatorols obtainod inolude liono owor coch dopooils, rool ootobe proportios, ohattol
morgages and mortgapes over residential properties. The Corporation also obtains
guarantess from parent companies for koans of borrowing entities bedonging to a group

of rmpanias

The Corporation monitors market wvalee of collateral, and reguests for additionsal
collateral in accordance with the undedying agreement and monitors the market value of
collateral obtzined during its review of the adequacy of the allowances for credit losses.
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The following table shows the breakdown of receivables as to collateral:

2020 20148

Securad
Property under finance lease 1.039. 735,490 1,197 982 279
Real estate morigage 984,951,104 1,127,338,023
Chattel mortgegs 2.456.319.907 2,105 880,149
4.481,0086,501 4,4.31,400,453
Unsecurad 265,706,717 377,871,538
4. 746,713,218 4,804 271 99

(c) Impairment assessment

The Corporation recognizes impairment losses based on the results of its specific
(individual) and collective assessment of credit exposures.  Impairmeant has taken place
when thera is a significant credit rating downgrade, infringement of the original terms of
the contract, or when there is an inability to pay the principal or the interest beyond a
cartain threshold. These and other factors, either singly or in tandem with other factors,
constitute observable events andior data that meet the definition of an objective
evidence of impairment.

() Mazmnum  waposme W owedil ik belee wllolesasl iedd o vlher edil
enhancemanis.

FalFiil 20189
Carrying Maximuam E:mr!,r'ng B
Walue El!l‘.'lﬂ-l-l.l'-ﬂ Walkie Exposiena
Fir@ancial assals:
Cash in Banks 299,174,919 298,174,919 24 0B8R 513 24 98B 513
Fenancsal Assets ab

Armrlised Coal 4, 746,713,218 4,746, 713,218 4 509,271,991 4 509,271,991
5,.045,888,137 _ 5.045,888,137 4 834 760504 4,834 950 504

The preceding table represents the meaxmum credit risk exposure of the Corporation at
December 31, 2020 and 2019, without taking into account any collateral held or other
credit enhancements as it is impracticable to determine the fair values of these
collaterals hedd by the Corporation as security against its financial assets at amortised
cost. The exposures sat out above are based on gross camying amounts as reportad in
the statement of financial position.

The Corporation does not hawve significant exposure to any individual customer or
countar-party nor does it hawe any magor concentration of credit risk related 1o any
financial nstrument. The credit exposure granted to Republic of the Philippines andfor
its egencies/depariments/buresus are considered non-nisk and not subject to any ceiling
in accordance with BSP Circular Mo. 514

The Corporation maintains it Cash in bank in its Parent Bank and with other universal
banks which are highly rated among the top 10 in the country.
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=) Concentrations of risks of financial assets with credit risk exposure

The Corporation's main credit exposures at their camying amounts, as calegorized by
industry sectors, follow:

As af December 31, 2020

Financial
Cash Assais at
Amortised Cost
Wholesale and retail trade 1] 452 T25 8T8
Manufacturing 0 GB5,437 680
Fublic utilities 1] 696,124,376
Services 0 1.221.388,77T1
Banks and other financial institutions 28989 174,919 338, ZR9 870
Real estate 1] 21,314 457
Public sector 3] 558,581,832
Others 1] 772850395
Total 299 174,919 4. T46.713,218
Less: Allowance for probable lossesifair value
changes 0 {542,107.511)
2898 174,919 4,204 605,707
As at December 31, 2018
Financial fAssats
(" meh Af &rmrrtised
Cost
Wholesale and retail rade | ITR.TEA BT4
Manufacturing ] 783,851,526
Public utilities 1] 702 272 035
Searvices ] 1,252 320,730
Banks and other financial institutions 24 ABB 513 564, 116,070
Real estate | 21,314 457
Pubdic secior ] 645,343,615
Others ] 461,268, 684
Total 24 988 513 4 809271 801
Less: Allowance for probable lossesfar value
changes 0 {184,778, 357)
24 98B 513 4 624 403 634
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{fl  Credit Quality of Financial Assets

The credit quality of finencial assets, met of unearmned lease income, interest and
discount but gross of allowance for credit losses is as follows:

As at December 34, 2020

Past dus
ﬁ'g':”hﬁl‘::d““ but not impaired Total
impalrad
Cash in Banks 299,174,919 (1] 0 299174919
Financial Assats at
Amortised Cost 2,654, 466,551 520,826 2,0901,725841 4,746,713,218

2,953,641,4T0 520,826 2,091,725841 5,045888,137

A3 at December 31, 2019

Meither past due Past dus but

nor impaired ot impaired _Pered Total
Cash in Banks 24 488 513 1] i} 24,988.513
Financial Assets at
Amortised Cost 4 167 627 538 42 041 577 598 702876 4,800 271 091

4 152610051 &2 861 57T 596702670 «&.034.200.504

MNeither past due nor impaired

When entering info new markets of new industries, the Corporation focuses on
businesses with good credit rating in order to minimize the potential incresse in credit
nisk exposure. Loans and lease receivables that are neither past due nor impaired are
due from accounts that hawe appropriate and strong credit history, with minimal account
defaulis and whose receivables are fully recoverable based on past experiences.

Past due but not impaired

Past due loans and lease receivables are nol considered impaired, unless other
information is available to the contrary. Collaterslized past due lbans are not considered
impaired when cash flows that may result from foreclosure of the related collateral are
higher than the carmying amount of the loans.

Imipaired

Impaired loans and lease recehables include accounts which are individosly and
collectively assessed for impairment. The total impairment provision for koans and lease

receivables represents provision for individually and collectively impaired loans and
lease receivables. Further information on impairment of loans and lease receivable is
provided in Mote 8.

52  Interest Rate Risk
The Corporation follows & prudent policy in managing its assets and liabilities so as 1o

ensure that exposure to fluctuations in interast rates are kept within acceptable limits.
The Corporation is wvulnerable to increase in market interest rates.  Howewer, in
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consideration of the adequate net interest margin betwesen the Corporation's funding
cost and its interest-sarning assets; and favorable lease and financing terms which allow
the Corporation to (&) re-price pericdically as agresed, and (b) to re-price at any time in
respons: o extracrdinary fluctuations in interest rates, the Conporation believes that the
adverse impact of any interest rate incresse would be limited.

53  Liguidity Risk

Liguidity Risk is the risk that the Corporation & unable to grant sdditional credit andior its
failure to meet its payment cbligations associated with is financial liabilities when they
fall due and to replace funds when they are withdrawn. The consequence may be the
ks of clisnts andior baing in default on its obligations to its creditors.

The primary business of the Corporation entails the bormoesang and re-lending of funds.
Consaquently, it is subject to substantial leversge, and may therefore be axposed to
potential financial risks that accompany borrowing.  Inorelation to its vanous bomowing
amangemsents, the Corporation is curently subject o carain requirements relating to the
maintenance of sccaptable Bguidity and keverage ratios.

Anahysis of financial labiities by remaining contractual maturities

The tables betow summarize the maturity profile of the Corporation’s financial liabilities
on contractual undiscounted repayment obligations.

Az at Decemiber 31, 2020

Owor 1 yoar o

ihp to 1 year 2 yt Crwar 3 years Total
Bills Fayable 2,424 546,505 316,503,654 0 2,741 230,593
Accounts Payable = Trade 638,052 a o 628,052
Sccrued interest Payabio E.126,778 a i E.126,778
Other Payabies 78,562,132 a o 78,563,132
Deposits on Loase Confracks 1EE B10,719 165 332 042 TE 650, 369 407 803,130

2677 776110 481 915 E96 TEBEDAES 3 238 361 ATE
As af December 31, 2018

Up 1o 1 year E'EE_'_'I_E::_:“ Ower 3 years Total
Ealls Payabie 2,568 5, DO A, U, B B, SNHEE 3,250 S48 485
Acoounts Payable = Trade 500,348 a 1] 501,348
focrued Inberest Payable 12 958, 307 a o 12 9549, 307
Other Payables BE,224,718 a o BE,224,718
Deposils on Lease Confracls 178 TAT o6 145 184 As8 TE3O3 013 A 271 B2

2B 046 a0 T7E Ao B MG SEX GG 3 FTT S04 6680

Financial assets availsble to mest all of the ksbiities include cash in bank and finsncisl
asssets at amortised cost. The Corporation would also be able to meet unexpected net
cash cutfiows by accessing additional funding sources.

6 FAIR VALUE MEASUREMENT

The Corporation’'s principal financial instruments comprised cash, financial assets at
amortized cost, financial liabilities, other payables and deposits on lease contracts.
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(&) Carrying Amount versus Fair Value

Tha following table compares the camying amounts and fair values of the Conporation’s
financial assets and financial kabilities as at December 31, 2020 and 2018,

200 gl
Carrying Carying
Aol Amounl Far '« sl Fair WVl
Firagincial Aokt
Cash and Cash Egquivakems (Mol T) 203 29,513 263,119,919 25 071 935 25071 025
Fimancial Assais ab Amoimsoed Cosl
[hione H) 4 TEETIIME ATSETIZME 4200371 901 4,800, 77 0
& 045 8931 137 SO45933 137 4 234 343 G0 4 B34 343 816
200 FLEgh ]
ikl F it Wil i Ciral Fair Valiii
Finaimial habdiias:
Bills Payabls [Mote 15) 2 T4, 230,593 I T4, 250 583 3703 54K 455 31703 548 455
Accounis Payabke - Trade (Mote 15) B34, 082 B33,05 500 348 500 248
Baoeriid |miarest Paryalbe (Mole 15} 6,138,238 E 1222 12950207 12 550 307
O Parpabbiss [Neofa 17) 749,553,132 T3,551, 152 G224 T18 BE 234 T1E
Dapirsit on Lisass Commols (Mol 317 AT, T 07 B0, = 404 271 B22 48 371 233
3,235, 551,175 3,235 351,178 ITTT. S0 550 3,777 504 550

Tha Corporation considars that the camying amount of the following financial ascets and
financial kabilites are a reasonable approximation of their fair value:

- LCash
- Trade and other payables

(k) Foir valuo hicrorchy

The Corporation uses the following hierarchy for determining and disclosing the fair
value of financial instruments by valuation technique:

- Lewvel 1: quoted prices (unadjusted) in active markets for identical assets or
ahilities:

- Level 2 inputs other than quoted prices included within Lewel 1 that are
observable for the resource or liability, either directhy (i.e. as prices) or indirecthy
(i.e. derived from prices); and

- Lewel 3: inputs for the asset or liability that are not based on cbservable market
data (unocbservable inputs).

The lewel in the fair value hierarchy within which the financial asset or financial liability is
categorized is determined on the basis of the lowest level input that is significant to the
fair value measurement. Financial assets and financial liabilities are dassified in its
entiraty into only one of the three levels.
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() Waluation techniques

The methids and assumptions used by the Corporation in estimsting the fair vales of
the financial instruments follow:

(i} Loans and other receivables

The estimated fair walue of locans and other receivables represents the
discounted amount of estimated future cash flow expected to be recaived.
Expected cash flows are discounted at curmrent market rates to determine fair
value.

(i) Bills paysble

The estimated fair walue of bille paysble represenis the discounted amount of
estimated future cash flows expected to be peid. Expected cash flows  are
discounted at current market rates to determine fair value.

(i) Deposits on ease Conracts

Deposits on lease contracts are camied at amortised cost which represents the
presant value.

T. CASH AND CASH EQUIVALENTS

This account consists of:

2020 090
Cash in Banks 299,174,919 24 988,513
Cash on Hand 45.000 83,412
299,219,919 25 071,925

Cash in banks eams interest at floating rates based on daily bank deposit rates. Annual
interest eamed on deposis in banks is 0.25 per cent to 1.40 per cent in 2020 and 0.25
per cent in 2019. Interest income eamed from deposits in banks reported in the
statements of comprehensive income fotaled P1,418.367 and P15T 056 for the years
ended December 31, 2020 and 2018, respectively.

Cash on hand includes petty cash amounting of P45 000 a5 at December 31, 2020 and
2019
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& FINANCIAL ASSETS AT AMORTISED COST

The cumrent porion consists of:

2020 2018
Finance Lesse Racaivables 253 675179 270 441 414
Fimance Lease Receivables - LBF 18,733,871 75,125,118
Loans and Receivables - Others 1,041,034 323 &02 300 a7y
Allowance for Probable Losses {16.321,664) {13,382 513)
1,297, 121,709 19439094 001
Booounts Recaisable — Clhents 89,9358 869 3,904, 500
Allowance for Probable Losses {2,176,2086) (1,347,111)
7,762,663 2047 4740
Aoorued Interest Receivable 38,880,983 6,437 6581
Sales Contract Receivable 1,652 087 2617 153
Allowance for Probable Losses (dN5 331) (B0, 548)
40,127,739 B.G84 2685
Dwe from Parent Bank 216,084,272 327 644 TTO
Dwe from Matonal Governmeant Agencies 386 994 386,004
Dwe from Officers and Employees 415,557 415 557
Allpwance for Probable Losses (2,580 270) (3,606 37T5)
214, 306,553 324 800 S48
1,558 318,664 1470 806 &2
The non-current portion consists of
2020 2014
Finance Lease Recefables 1,368 7dd, 067 1437 491, 168
Allowance for Probable Losses (128,523, 148) (9, 546,640)
1,238,220,919 1427 0dd 528
Finance Leass Recevables - LBP &7 478,037 B4 B¥5.203
Alcrwrance for Probable Losses {513,474) {BEBT 435)
56,965,563 83887 768
Loans and Receivables - Others 1,738,687 8978 1. 7TE.5682 381
Allcrwrance for Probable Losses (3890, 587,418) {155,827, 735)
1,345,100, 561 1,622 754 G465
2,645 287,043 3,144 686,842
Total Financial Asset at Amoriised Cost d 204, 605,707 d 624 403 634

As at December 31, 2020, 51 per cent of the Corporations' finance lease and loans
recaivable are subject to interest re-pricing (2019: 56 per cent). The remaining loans
eam annual fixed interest rates ranging from 7.50 per cent to 14 per cent and 6.50 per
cant to 14 per cent in 2020 and 2019, respectively.



Due from parent bank represents amounts duwe from Land Bank of the Philippines
("Parent Bank™) for the cheuffeuring services rendered in relation to finance and
operating lease faciliies entered inte with the Parent Bank and flest mansgermsrnt
services for those wehicles with expired lease term but still serdcing by the Conporation.

Total revenues generated from finsnce and operating lease faciliies with the Parent
Bank amounted to PA4T 426208 and PEIETE 030, respectively, im 2020 [2019:
P52, 793 560 for finance keases and P51.860 862 for operating leases) as disclosad in

Mote 23 to the financial statemeanis.

Finance lease receivables

An analysis of the LLFC's finance lease recenvables as at December 31, 2020 and 2019

is prasented as follows:

2020 2018
Finance Leasse Receivables:
Within 1 year 30,176,385 60.275.515
Beyond 1 year but not beyond 5 years 1, 0e0600, 213,349 BEO.B41 G908
Bayond 5 vesrs 6B 475776 379, 1683.141
1,068 865,510 1.320.310,654
Residual value of kased assets:
Within 1 year 136,314,421 149, 281 652
Beyond 1 year but not beyond 5 years 338,338, 566 317,802 304
Beyond 5 years 23,100,000 38.681.545
497,752 98T 505 675506
Tral minimim irasas ereivahie 1 Sipn B1K 48T 1 EIA 1RE_ &0
Lesz: Uneamed Leasing Income
Within 1 year 6,546,231 A.TR3023
Beyond 1 year 320,058,159 424 834 140
326,644,380 433,718,063
Met investment in finance lease receivables 1,268,974 117 1.302 468, 1687
Past due receivables
Within 1 year 33,708,571 34 465 460
Beyond 1 year 230,350,932 236 664, 667
264,058,503 271.350 127
Restructured atcounts
Within 1 year 1] ]
Bewond 1 wear 36,284, 044 0
36, 284, 044 0
Fast due - restructured accounts
Within 1 year &3,851,88T7 A6.00F 773
Beyond 1 year 41,314,647 548,168,771
105,166, 544 105,166 544
1,675 484 208 1. 768 084 858
Less: Uneamed Leasing Incomes
Within 1 year 1829874 2305058
Beyond 1 year 48,235,088 49 247 213
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2029 2018
53,064,962 51.552 211
1,622 418,246 1. 717 432 587
2020 2019
Finance Lease Receivables — LEP
Within 1 year 70,250,218 120,873 216
Beyond 1 year but not beyond 5 years 156 403.770 216,645 870
Beyond 5 years 1] 1]
226,653,988 246,514, 08
Residual value of leased aessets:
Within 1 year 889 400 aEg 400
589 400 R 400
Tokal minimum lease recsivable 23T 643 388 347 508 488
Less: Unearnad laasing income
Within 1 year 52 505,747 55, T3T 4408
Beyond 1 year 98.924.733 121,770,667
154,430,480 177,508,165
Met investment in finance lease
recenables — LBP Th,212 908 170,000,321

Loans and receivables — othars

The breakdown of loans and receivables — others as at Decembear 31, 2020 and 2019

are a5 follows:

2020 2018
Loans and Receivables — Othars
Within 1 year 843,718,780 &R0 215,487
Beyond 1 year 1,048,035, 211 1.331.688, 165
1,894,753.991 2020803 652
Fast due receivables
Within 1 year 749,169,026 66,260,332
Beyond 1 year 25,629,620 37,363 382
104,798,646 103,632,714
Restructured accounts
Within 1 year 898,320,813 1,062 22T
Beyond 1 year 686,661,895 286,055,778
784,582,708 287,108,005
Past due — restructured accounts
Within 1 year 31,879,844 3,860,955
Beyond 1 year 22,078,180 136,012,106
53,958,024 130,873,061
Itesms im itk etion
Within 1 year 2.416.056 41,957 481
Beyond 1 year 1] 1]
2 416,056 41,857 481
2,837,909 425 2503475413
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2020 2018
Less: Unearmed Interest Income
Within 1 year 14,470,196 46,005
Bayond 1 year 42,716,927 12 537 050
ST 187,123 12,583 055
2. T80 T2 302 2 580 802 358
: (i ial 2 : isad C
Loans and lease receivables
2020 g
Finance lease receivables 1,622 419 246 1. 717 432 58T
Finanue kease eveivables - LBF TE 212,508 170,000,321
Loans and receivables - othems 2 780 722 302 2 SB0 BOZ 358
i, 479, 354 456 d 468 325 266
Other receivables
2020 2019
Due from parent bank 216,084 272 327,694, TTO
Accrued interest receivable 38,580 983 6,437 661
Acoounts recefvable — dients 9,938 869 3,304 500
Sales contract recaivable 1,652 087 2617 153
Due from officers and employees 415,557 415 557
Due from national government agencies 3869594 386, O
267 358 762 340,046 T25

interest and kesse income on receivables

Interest and lease income on receivables as presented in
comprehensive income follows:

the stastements of

2020 2019
Leass Coniracts Receivables 167 870, 166 213,404 304
Loans and Receivables 157 36T, 87T 175,508,759
Sales Contract Receivables 164,562 22 66T
325,502,605 389025820

Reconcilistion of credit losses

A reconciliation of the allowance for credit losses for finencial asseis &t amortised cost

by class is as follows:
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A= at Decomber 31, 2020

Loaid and

Flimainie ladka Oithiar
—— Hlll'.ill'-ﬂllﬂﬂ— —— Tl

A Jarwimry 1, 20010 15,781 463 163,350,235 E 134,034 184,778, 357
Provisions dering tha yoar 120 154 455 ITL 902 445 1,721,570 85, Ta0 470
Write-ais during tha yoar (Mobe 18] b {34, 350, D3| [ ] (38,350,380)
Forackodures and bdpasiarginis (Moka 145 b 1584561 (1,695, T9T7) {101, 2385]
Ai Decambar 31 135347 343 400 39T _Ta1 & 61,807 542 107,511
s T R TV (0 T ety 130,323 985 A5 EJTETE 2 SET 073 4589019, 738
Colloitivg iffdirTriadi Do | Gl 5123 954 TE 154 38T 2 553, T3 33,087 TS
Todal impaiEmant frovision 135947 943 400397 TE1 & 161,807 542 187,511
GFoa s aimhound of boandg. spscificall

delssrmined 10 haea &6 Emﬁ-un

in credit fisk sinoe inidal recsgnition

balTore deduciing individually-25 S soed

coradil lorsdas 4B 555 450 1,731,384 302 T.03584&8 2 D5 576,200
dz af December 21, 2019

§ Livaing and
Finanos s o Othes
b eCivables - Tl
Piodte i " a0 viaakvhirs

& Jandiary 1, 2119 20 538 520 161,062 509 5 532 B2V 196,230 856
Proswtsions during the yisar 2 BA4 00 33 TBH 366 1,845 Odd 38,504 Dod
‘Wirine-ofls during tha year (Mole 14) i {2 205 16E) 382 Dy (2543, 192}
Fordkes Lifted e el imaenis Mol 145 [1E. 728 TZX) {22, BB, B540 (1,003 731) 7 348307}
# Daaodimibed 31 5 703 488 163,850 235 513,04 124, 778,357
Spedvi e D Tl prowtsiom BT 978 1480 7B 53T 1,754 435 154,737,432
(oS Al Wl T (PO R BETR 512 23 085 308 3,375, 505 23,040 415
ot TP T O Sy 15703 488 163250235 S14.054 124 T7R. ST
Groees amount of loans s pecilcaldy Gelemined

10 hirwe Significant Mcreass in oredit ik

Einec@ inilial reoog nition befon deducting

il i d il y-dca S Sl o d il hodis 100 351 282 538 305 553 Z 087, ME 541 64 453

B3P Reporting

Requlstory Relief for BSFis Affected by the Conona Vinus Disease 2018 (COVID-14)

The Monetary Board, in s Resolution Mo, 397 dated March 13, 2020, approved the
granting of temporary regulatory and rediscounting relief measures to BSFls. All BSFIs
are eligible to avail of the regulatory relief package specified in Annex A under
Memorandum M-2020-008 within one (1) year from March 8, 2020, the date of
declaration of the President of the state of public health emergency under Presidential
Proclamation Mo. 922, The period of eligibility may be edended depending on the

developments of the COWVID-18 aitusticon.

The following are the regulatory relief being applied by the Corporation:

= Staggered booking of allowance for credit losses over a maximum period of five

years; and

= Exclusion of eligible loans from past due and non-performing classification il

December 31, 2021
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The following are the detasils of the affected line items if the allowance was measured
and recorded in accordance with PFRS:

FFRS with
PFRS regulatory relief Difference

Past Due and Mon-performing

Lease Receivables 319,350,087 580,612,958 261262872
Past Due and Mon-performing

Loans Receivables 151,322 457 2,705 954,890 2144 672433
Allowance for Credit Losses 548 566 937 800,307,508 251,740,571
Retained Eamings 1,182,157 810 1,005,938.410 176,218 400
Deferred Tax Asset 160,588, 887 236,511,068 75,522,171
Provision for credit and

imipairment lossas 395 902 B0 84T 542 954 284,740 574
Deferred Tax Expense 107,235,319 182,757,490 75,522,171
Earnings per Share 1.81 6.99 5.18

Mo allowance for credit losses were recognized/amoriized during the year as application
is still being evaluated by the Bangko Sentral ng Pilipinas. Total amount of allowsance for
cradit losses being applied for stagoered booking is at P251,740,571 based on totsl
lease and loans receivable amounting to PO944, 308528,

The Corporation applied for a relief for staggered booking of allowsncs for loses from
Banghko Sentral ng Filipinas on March 1, 2021, Total amount of allowance for staggered
booking amounted to P251, 740571 for sccounts with aggregate totsl lease and loan
balsnce of POd44 308528, Projected year 1 allowance for losses based on the
apphcation was mot book in 2020 pending the receipt of approval by BSP for the relief.

Details of finance lease receivable as to industny/economic sector and collateral type at
Decembsar 31 are as follows:

(&) Asto indusinyeconomic sector (in per cent)

2020 2010

Senices 2573 26.04
Pulblic sacior 11.77 13.42
Pulblic: ulilities 1467 14.60
Manufachuiring 14.44 16.30
Whobasale and retail rads 954 T.BB
Banks and oller fmancial instilutions T.13 11.73
Faal pslale 045 0.44
Olhers 168.27 8.50
100.0:0 100.00

The BSP considers that conceniration of credit exists when total loan exposure to &
particular industry or economic secior excesds 30 per cent of total bosn portfolio.
However, BSP Circular Mo, 514 and BSF Manual of Regulations for Banks and Mon-
Bank Financial Intermediaries, specifically provide that lkoans, other credit
sccommodations and gusrantess o the Republic of the Philippines (ROP) andior its
agenciesidepariments/buresus, which are credit granted to public seciors, shall be
considered non-risk and not subject to any ceiling.
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As 1o collstersl

2030 pi i )

Secured
Property under finance lease 1,039,735,450 1,197 682 278
Real estate morigage 884,551 104 1,127 538,025
Chathel morigage 1,456,318.907 2,105.860.144
4,481,006,501 4,431.400.453
Unsecured 265,706,717 377.871.538
4,746,713.218 4,809 271 891

B5P Circular No. 351 allows non-banks with no unbooked valuation reserves and capital
sirmeenits requiru-d by tha ODOF to excluds from n-:-n-Perl'nrrnlng classification thoses

recpiwAhlirs frnm customers classifed A5 | nes’ i the [Aest peAminatinm nof the RSP
which are fully covered by allowance for credit losses, provided that interest on said

loans shall not be acocrued.

As of December 31, 2020 and 2019, non-performing loans (MPLs) not fully- covered by

aliowrance for credit losses follow:

2020 I E]
Tobkl NFLz ATOET2 544 o=, I BTG
Less: MPLs fullysoovered by allowanoes for credil losses (183,245,753 {1200 465 BEEY
287 476, 791 4TH 207 218
An of MNesamiber 31 720290 and 2019 sscarsd s imsascurad NP s fndlnsae
2020 2015
Secured 4T0 672518 555 160,028
Unsecured 25 30 541050
4T0, 6T 2,544 o048, 702 878

a INVESTMENT PROPERTIES

These incluede acquired land and buildings that are held to eam rentals, or for capital
apprecistion, or both. The movements of the Investment Property account are presanted

Do
2020 2019
Cist
At January 1 20,258,501 16,916,001
Additions 0 8,718,500
Wirite-Off (1) 0
Disposal 0 (5,376,000}
At Decamber 31 20,255,500 20,259 501
Accumulated depreciation
At January 1 0 881,272
Depreciation for the year i 137,699
Disposal 0 (1,018,971}
At Decamber 31 0 0
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2020 2019

Allowance for Imipainmmsent
At January 1 6337517 6,337,517
‘Winite-O8T (1} i]
At December 31 6337 516 6,337 517
MNet book value
Decamber 31 13,921,964 13,921,984

The Corporation had written-off claim to a property which group of foreclosed properties
were already sold in 204 T which is still subject for title traceback as there are other party
who is also claiming to the ssid property. The Conporation assigned P to the property
which were written-off during the year as the Corporation agree that there is no sound
mor praciical basis to cling to the property &s the daim of the other party is intact and can
enable to protect and defend their validity of claim.

Additions to investment properties in 2019 pertain to foreclosed parcels of land.

The Corporation sold foreclosed land and building in 2018 with a total camying value of
P4, 357,029, on which it realized a loss of PO5Y 020, a5 disclosed in Mote 19 to the
Financial Statemeants.

Met gain on foreclosure amounting to P440 440 (Mote 19) from these investmeant
properties were recognized during the yesr upon lapse of the redamplion period.

The aggregate market value of investment properties as at December 31, 2020 and
2019 drowenesd o Pa8, 808 600 and P2 300,300, 1espoclively. Tie Tgin vdlue hds Do
determined based on valuations made by in-howse appraisers of accredited ind
appraisers. Valuations were based on information on the prevailling market value of
similzr or comparabds real properties in the same area as the investment properies and
taking into account the economic conditions prevailing at the time the valustion were
made.

Costs incurred in maintaining investment properties totaled PS,000 and P90,000 in 2020
and 2018, respectively, which were paid to LBF Resources Development Corporation
(LBROC), a relaled panly.

10 EQUIPMENT AND OTHER PROPERTY FOR LEASE

The Conporation entered into finance lease transactions with warious lessees either by
purchase from eguiprment supplisrs or by sale and leaseback with the leases imodving
varous equipment with lease terms ranging from 24 to 60 months. The aguipment
acquired from eguipment suppliers are initislly booked as ‘Equipment and Odher
Property for Lease — Finance Lease’ until the Certificate of Acceptance from client is
received, and the comesponding implementstion memo i approved for booking to
‘Lease Contract Receivables’.

The Corporation alse entered into an operating lease with its Parent Bank, with leasse
terms ranging from 12 to 60 months, imaolving transportation eguipment.
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The details perfinent to the Corporation’s EOPL are as follows:

2020 2014
Finance lease 232 328 572 164,671,808
Oiperating lease 12 846,420 21.071.518

245,274 882 185,743,416

Equipment and other property for lease under finance lease comprises of wehicles
pending delivery and construction of & building currently in progress &s of Decemiber 31,
2020,

A roll forward analysis of EOFL under operafing leases is presented in the succeeding
tabla:

2020 20149

Cost

At January 1 70,182,456 78.951.062

Disposals 1] (8.7T68 606)

At Decamber 31 70,182,456 70,182 456
Accumulated depreciation

At January 1 49,110,938 48,721,144

Depreciation for the year 8,125,098 8,281,530

Disposals ] (7.881,745)

At Decamber 31 57.236.036 49 110,838
Net book value, December 31 12,846,420 21,071,518

Depreciaion charges amounting P8, 125028 and P8.281538 for 2020 and 2018,
respectively, are lodged under the Depreciation-EOPL account under Direct Expenses in
the statemeants of comprehensive income.

In 2018, the Corporation sold wehicles previowsly covered by operafing lesse
agreemenits with a total camying value of PE876,861, on which it realized a gain of
P5&0,130, as disclosad in Mote 19 to the Financial Statements.

11. PROPERTY AND EQUIPMENT

The composition of and movemeant in this account are as follows:

A= af Decoember 31, 2020

Oithar
I'Hn'::::'::l I'I:l.'h.l'll'd T:“m.q:-rt properte Tosal
ez gu iredl
iCoal
AL January 1 & SEE 30T TR ITE 084 2,B33,150 22 730 800 BE 955 051
Al s [ ] 2 HT 881 a 125300 2342 981
W rina-OT [ ] (1,383 T840) a ] 1,363, 280
(D it il [ ] [ ] 1] (23 03 60| (&3 D3 60
Al Docasnkar 11 £ BB 20T 20,135,795 233 150 292 300 85371 152
Aot lated depreciation
Al January 1 20,714,888 12412 3TE 217,088 E204TT 33 364 345
Deprecigiiom fof
thia Faa 1,256, TTE 1. €8T 355 518,587 THE O3B 4758 138

W rina-DiT L] {1,228, %E52) a b {1,286, 552)



Buiiding snd

Fumitare srd

TranspszriaSon

[ —— Firiuras Equpram '"“'": e
| e [ ] L] 1] [1, 253, 525] [ 1,253, 515)
Al Decambssr 31 21,971,872 12382 781 T35,0E5 52 550 35 E43 108
Allorean of Mo et
At January 1 8 [ 0 [ [
Audditemn [ ] ] 1] 121 9480 121910
Al Decambar 31 [ o 1] 124 380 121,940
Ml bk vl L !Em J'E-l:'_tl-l 2,147 035 11?.’.“_! 30106134
iis o Decembssr 31, 2415
u ard F_tretura anz Tiamprtise e
mﬁm Falran Ecpupreani ':'":._r:; Totsd
ol
&A@ Jarisary 1 &F &b 20T 1B 536 500 i} 1] 81, M2, 118
Ao 1) 738185 2823150 X B2 612 26, 244, 053
i il 1} £393 Ol [FO3.0rEE)
il Dvinaim b 31 47 56 T 8 375 004 2833 150 2 230 600 BE, 055,051
Bl b Charoedd st
&b Jarsany 1 19 453 120 0 963 505 o [E] 30422 025
e
i yar 1,285 7T 1448473 217,058 524 TIT 84T 084
LAGpitat o u u 13,2461 (4,280
Af | DhinCiim by 21 20, 714, B0S 12 412 3TH 217,068 S0 477 33, BEd, B45
o] el il 21,851,311 HEE2 TIE JEEEDCT 21, 710, 123 G (P00 2

Ay gl Decemiben 31, 2020 and 2019, e ol cost of (ully-deprecigled progealy =md
equipment stll in use by the Corporation amounted to P3,915,829 and P10.885,700,

respactively.

In 2020, LLFC forackosed other properties equivalent to is fair value at the time of
foreclosure while a koss on foreclosure amounting to P5,065,714 were recognized in CY
2019 as disclosed in Mote 15,

During the year, the Corporation also written off unserviceable furniture and fixturas with
& met book value of P48,148 which disposed as waste. The Corporation purchased a
replacemeant of office equipment which includes a trade in of the old office equipment.
het book value of the old office equipmeant iz at PEE, 180

The Corporation sold other properties in 2020 and 2018 resulting in gain of P3,212,891
and F30,260, respectively. In 2020, LLFC also sold its other properties from which a loss

of P277 (086 was realized a5 disclosad in Note 19,

The Corporation recognized depreciation‘amortization charges in the amount of
P13,188,275 in 2020 and P12 417,812 in 2018, as shown in the Direct and General and
Administrative Expense secSons in the statements of comprehensive income, with
details a5 follows:
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2020 2019

Direct Expense
Eqguipment and Other Properties for Lease (Mote 10) 8,125,088 8,281,530
General and Administrative Expense
Inwestment Properties (Mote 9) 1] 1376049
Property and Equipment (Mota11) 4,259,136 3447 064
Intangibles (Mote 13) B04.041 551.480
5063177 4136273
13,188,175 12417812

Management has reviewed the camying values of the Corporation's property and
equipment as of December 31, 2020 and 2019 for impairment. Based on the results of
s evalugtion, the Corporation booked an allowance for impairment in 2020 amounting to
P1.21,910 for its other properties acquired which were no longer unserviceabla.

12. NON-CURRENT ASSETS HELD FOR SALE

Thio ooocount porioins to o group of oosofs that will bo dispoood of theough calo or
otherwize, in a single transaction. Thus, these assets are available for mmediate sale at
ite present condition and managemant believes that such sale is highly probable.

On Septernber 24, 2014, the Board of Directors approved the acquisition with another
government agency as co-buyer of the 5,000 square meter property at Bonifacio Global
City for the account of a clent in the amount of PG00.000000. The property was
intended to be deweloped into an office building for kease to some Gowernment
Agencies. As of December 31, 2014, the amount of P308.378.250 was initially booked
&5 ‘BEguipment and Other Propery for Lease — Finance Lease' a5 the Corporation’s
share in the acguisition of the property.

The Conporation was instrucied during the LLFC Board Mesting on January 24, 2018 not
to pursue the office building project in Bonifacio Global City (BGC) based on the
directives of the Secretary of the Department of Finance.

With the instruction not to purswe the office building project in BGC, the Corporation
immediately considered options available to it with respect to the property. During the
Board of Directors meeting on April 25, 2018, a request for authority to procesd with
negotiation for the disposal of the BGC property was presented and approved under
Board Resolution Mo. 18-083.

The Corporation reclassified the property under Mon-Current Assets Held for Sale
account in 2017

In September 2020, the Corporation sold the property resulting to a gain amounting to
P52 228 750 as disclosad in Note 18.

Az of December 31, 2020 and 2019, the balance of the asccount iz at zers and
P308 A58 250, respectivaly.
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13. OTHER ASSETS

Curment and non-current classification of other aseets ss gt Decamber 31, 2020 and
2018 are as follows:

As at December 34, 2020

Due within 1

Diue beyomnd

Total
year 1 year

Prepaid Expensea 9,957,657 1] 9,957 657
Creditable Withholding Taxes 74,054, 435 1] 74,054 435
Security and LHility Deposits i} 412,715 412,715
Siationoriocs and Supplics 70 257 1] T0_257
Intangibles i 608,727 BOB. 72T
Other Investments i 16,000 16,0006
Oiher Assets 0 306 306
84,082,349 1,037,748 85,120,087

As at Decamber 31, 2019

Due within 1 Due beyond Total
year 1 year

Prepaid Expensa 7.341.379 i T.341.370
Creditable Withholding Taxes 1,694 820 i) 1,604 820
Security and LHility Deposits i 255915 255 815
Stationernes and Supplies — Unissued 172115 i 172,115
Intangibles 0 1,000,862 1,000 862
Orher Investments ] 16,000 16,000
Oiher Assels i 306 306
9,208.314 1,273,083 10,481,387

An Intangible Asset, as defined in Philippine Accounting Standard 38, is a non-physical
asset having a useful life greater than ane year. The Corporation applied this standard
io software licenses and operating system of 8 computer, that whenever & comiputer
software is purchased and does not form as an integral part of the related hardware, this
computer software is treated as an intangible assst

In sccordance with paragraph 9.2 under COA Resolution Mo, 2006-006 dated Janusry
31, 2006, and as it is probable that future economic benefits attributable to the assets
shall fiow to the Corporation. the computer software are recognized at cost, and
reported herein as net of accumulated amortization. Amortization s based on the
straight line method less ten percent residual value.

Mowemenis of the Intangibles account are as follows:

2020 20140
Cost
At January 1 3,803,313 2036473
Additions 411,906 B66. 340
Wiritten-Off (138.800) ]

At December 31 4.076.418 3.803.313




2020 2019

Accumulated Amortization
At January 1 2.B0Z.451 2 250,961
Amaoirtization for the year B04_041 551,480
Wirithen-Off (136.800) 0
At Decamber 31 3467 652 2 802 451
Met book value, Decembar 31 GBOB.T2T 1.000_862

The Corporation recognized amortization charges in the amount of F804,041 and
P551. 480 in 2020 and 2019, respectively, a5 shown in the Direct and General and
Administrative Expense saclions in the statements of comprehensive income. In 2020,

the Corporation written down fully amortized intangibles amounting to P138,800 as it no
konger have future economic banefit to the Corporation.

14. ALLOWANCE FOR CREDIT AND IMPAIRMENT LOSSES

Changes in the allowance for probable losses are as follows:

S020 2015
At Janusary 1
Finance Lease Receivables 15,783 488 20.638.520
Loans and Receirables - Others 163,850,835 161,062,500
Oither Receivables 5134034 5.538.827
Invesiment Froperies 6337 517 6337 517
181,115,874 202 577 373
Provigiana far the Yaar I0E GO T80 34 500,000
Accounts Charged-OffiOther Adjustments (38,451,317} (49,061 499)
At Decembear 31 548,566 937 191,115,874
Adlccations of allowance for credit and impairment losses are as follows:
20210 2015
Finance Lease Receivables 135,947 943 15,793 488
Loans and Receivables - Others 400 997,761 163,850 835
Other Receivables 5.161.807 5,134 034
Investment Properties B.337.516 6.337.517
Property and Eguipmsmnt 121.810 ]
548 566 8937 181.115.874

With the foregoing level of allowance for credit and impairment losses, Management
bedieves that LLFC has sufficient allowance provided for losses that may arise from the

non-collection or non-realization of its recefvables and other risk asssts.
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15. FINANCIAL LIABILITIES

This sccount consists of:

2020 2018
Bills Payable 2,741.230,593 3,203 548 455
Accounts Payable — Trade 638,082 500 248
Accrued Interest Payable 6,126,228 12 850 207
At December 31 2,747,994.913 3,307 008,010

Cument and non-cumrent classfication of financial liabilities as at December 31, 2019
and 2018 are as follows:

As af December 31, 2020

Due within 1 Due beyond
year 1 year Totel
Bille Fayable 2,424 646,939 316,583,654 2,741,230,593
Accounts Payable — Trade 638,082 (1] 638,082
Accrued Interest Payable 6,126,228 0 6,126,228

2431 411,258 316,003,604  2.747,094,913

As at December 31, 2019

Due within 1 Crue bayond 1
sl yrag Total
Bille Fayable 2 568 573006 724 G975 449 3,293 548 455
Accounts Payable — Trade 500348 0 500, 348
Accrued Interest Payable 12.950207 0 12,959 207
2,582 032 561 724 975 449 3,307.008.010

Bills payable represents peso borrowings from various banks in the form of promissory
notes.

Interest rates on bills payable range from 4.00 per cant to 6.00 per cent in 2020 and 4.30
per cant to 6.00 per cant in 2019,

Bills payable are made &t terms equivalent to those that prevail in arm's length

transactions. Outstanding balances as of December 31, 2020 and 2019 are partially
sacured with terms of original maturity ranging fromn 60 days to nine years. Interest
expense on borrowings amounted to P144 028 146 and P167,102,379 for the years
ending December 31, 2020 and 2019, respectively. Documentary stamp used for the
bormrowings amounted to P17,835,353 and P20.311,570 for the years ending December
31, 2020 and 2019, respectively.

&3 at December 31, 2020 and 2019, there are mo defaults or breaches on these
promissory notes.

Trade accounts payable represents liabilities to suppliers with credit terms ranging from
20 to 120 days from inwoice date.
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16 INTER-AGENCY PAYABLES

This sccount consists of payables to the following:

2020 2018

Due to BIR 12,838,866 12,201,771
Due to Pag-ibig Fund 110,691 26,350
Due to Social Security System 48,331 48228
Due to Philhealth 38,750 33,414
Income Tax Payable (Mote 24) 10,488,297 3,063 511
23,535 835 18,373,281

Except for income tax payable, all other inter-agency peyvables were remited to the
Agency concarned in Januany 2021.

i7. OTHER PAYABLES

This scocount consists of:

2020 2019
Accounts payable — Others 12138 127 10,147,362
Accrued expenses — Others 29,781,835 26,412 B92
Miscellaneous Liabilities 37.633.070 20 664 464
79,553,132 66,224,718

Accrued expenses — others include costs of security, messengerial, and janitoral
sEnices amounting to P16,482 324 and P17,655,T82 in 2020 and 2018, respectively,
payable to a senice corporation and monetary valee of employess’ leave credits
amounting to F9.252 506 and PT,339,000 in 2020 and 2018, respectively.

Miscellameosus liabiliSes represent advance payments received from vanous dients that
will ba applied against registration and morigage fees.

As at December 31, 2020 and 2019, the balances comprising this account will mature
within the next 12 months from respective reporting dates.

8. EQUITY

(&) Capital Stock

The Corporation has 50,000,000 suthorized ordinarny shares at P10 par value per share.

The perinent information on the components of the Corporafion’s capital stock as of
Dooomibor 34, 3020 and 2049 is prosonted horoundor:

2020 2019
Miz. of Shares
lesued and paid 48,555 255 48,555 255
Treasury Siock (1] (1]
Total ouistanding shares 48,555 254 48,555 254
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As of January 1, 2019, there is an outstanding two shares which were rescquired
following the resignations of two members of the Board of Directors.

An additional one share was acguired in 2019 following the resignation of one memiber
of the Board of Directors.

Also in 2019, two outstanding tressury shares was re-issued to the newly appointed
direciors of the Corporation.

In 2020, remaining outstanding share was isued to newly appointed directors of the
Corporation.

In September 2020, President and CEO resigned., prompting the Corporation to
reacquire its share. The Board of Directors appointed a director as Officer-in-Charge to
its position pending appointment of his replacement.

(&) Retained earmings

Dividend declarstion

In complisnce with Republic Act Mo. T656 reguiring the GOCCs to declare and remit
dividends to the Mational Government (MG) of at least 50 per cent of their annusal
earnings, the Board of Directors of LLFC declared cash dividends to the NG through a
Resolution dated April 16, 2020 amounting to P28.404 824 or P0.585 per share on the
48 555 255 common stocks held by all stockholders of date of record, December 31,
2018 and remitted/paid the same on April 30, 2020

Additional cash dividend was declared and paid on March 2020 through compliance with
the Republic At TESE amountng o F2d43, 063 for dividend year 2014 and 2016,

The Board of Directors of LLFC also declared cash dividends to the MG through a
resolution dated April 25 2019 amounting to P42 874,000 or PO.BB3 per share to
stockholders as of date of record Decamber 31, 2018 and remitted/paid the same on
May 15, 2018 for the first 50 per cent and June 6, 2018 for the remaining 50 per cent.

Appropriation of rotoincd carmings

On April 29, 2015, the Board of Directors throwgh Resodution Mo, 15-058, approved the
appropriation of retained earnings amounting to PS00,000000 for the business
expansion 'which was subsequently reporied to the Securiies and Exchange
Commission on May 14, 2015,

{c}  Other Comprehensive IncomeLoss)

Femeasurement on
Retirement Benefit Obligation

Balance, January 1, 2019 (d,145338)
Addl{ Deduct). Transacons during the year (Mote 22b) (6,318,497}
Balance, December 31, 2019 (10,463,835)
Addi{Deduct): Transaciions during the vear (Mote 22b) (2452 5354

Balarmwse, Dewsomnbeer 31, 2020 (12,516 3T0)
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18. OTHER INCOME

This sccount is composead of;

2020 2019

Fleet management service chaufieuring fees

{Mote 23) 133,323,200 100,903 202
Fleat managemant service fees (Mote 23) 10,352 876 8089 &00
ain on sale of non-financial assets (Mote 11) 3,212,891 30,260
{Zain on sale of non-current asset held for sake

(Mote 12) 752,228,750 1]
Eain on exchange of non-financial asset (Mota 9) 1] 1041085
Eain on sale of equipment and other property for

leasa (Mote 10) [1] 560,130
Recovery from charged-off assets 1] B0, 000
Loss on exchange of non-tinancisl asset

(Note 11) (1] (5.068,714)
Loss on exchange of non-finsncisl asset

(Note 9) [1] (581,655)
Loss on sale of non-financial assets (Mote 9) a (B5T,028)
Loss on disposalsale of property and equipment

{Mote 11) (277,088) 0
Miscellansous Incomea 2,803,352 8763, 163

801,644 983 123850 151

The Fleet management service fees and Fleet management service chauffeuning fee
represent incoma recognized in oparsling and maintmining = flast of wehicles for tha

Parant Bank.

Miscellaneous income periains to penalties and surcharges.

20. OTHER MAINTENANCE AND OPERATING EXPENSES

{ther maintenance and operating expenses kbodged under General and Administrative
Expenses account in the statements of comprahensive incoms is comiprisad of:

2020 20148

Security, messengerial, janitoral and

contractusl services 4,753 405 3,683 506
Litigation'asseats acquired expenses 3,148,704 3,664 461
Represantation and entertsinment 2072, 001 2,800, T2
Transportation and travelling 1,888,632 3,180,176
Repairs and maintenance 1,834,615 1,045, 181
Information technology 1,233,081 931,977
Managemant and other professional fees 1,164,745 1,311,433
Postage, cables, telephone and telegram 1,062, 50 880 GBS
Powear, light and water 1,026,534 1,275,813
Membership fees and dues 983, 840 953,943
Stationeries and supplies wsad BTE, 770 T2T 562
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2020 2019

Advertising and pubdicity GOT 500 623,625
Rent (Note 21) 496,780 447 840
Fuels and lubnicants 458 508 37907
Data procassing charges 50,887 82 956
Perniodicals and magazines 3,654 18,362
Bank charges 8,163 19,132
Fines, penalties and ofher charnges 1,477 i
Miscellaneous axpenses 660,053 Q27 608

22,638,849 23,110,009

Fa LEASE COMMITMENTS

The Conporation hes the following lease commitments:

Corporation 85 lessor

The Corporation enters into finance lease agreements over various assels. An analysis
of the Corporation finance lease receivables is shown in Mote 8.

Interest income earned from finance |leases amounted to P167.970.168 and
P213,454 384 in 2020 and 2018, respectively, as presented in the statements of
comprehensive income.

The Corporation also entered inte operating lesses on cartain motor vehicles. These

operating leases are from periods ranging from six to 60 months with equal monthly
rental payments as st forth in the lease agreement. Operating lease income presentad
under Other Income in the Corporation’s statements of comprehensive income for the
years ended December 31, 2020 and 2019 amounted fo 63.878.030 and P51.860.862,
respectivaly.

The camying amount of lease deposits payable to the respective lessees a5 of
December 31, 2020 and 2019 are presented in the table below:

2020 2010
Finance keases 388 265,252 384 T35 044
Operating leases 18,537 878 18,537 878

407.803,130 404,271,822

The breakdown of deposits on finance and operating leases by contractual settlemsant
dates as at December 31, 2020 and 2019 is as follows:

2020 2018

Due within 1 year 166,810,718 170,787,951

After 1 year up to maturity 240,992,411 224,483 871
407,803,130 404,271,822
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Dipzrating lasss sarrimirmanks

Future minimum rental receivables wnder non-cancelsble operating besses a5 of
December 31, 2020 and 2019 are as follows:

2020 2019
Due within 1 year 2,196,318 40,410,167
Aftar 1 year up o maturity 2426, 303 4,622 621
4,622 622 45,032, TEE

Chauffeuring services related to the lease and fleet management of vehicles are

el e e Divscl Expen e = Securily, Messsogeidl, Jaonionidl sod Coolsciusl
Services In the statements of comprenensive Income. Detalis of which are as follows:

2020 2018
Finance lease 47,851,735 46,112,008
Operating lease 24,842,170 25,713,619
Fleet Management 107,424,678 88,430,225
180,118,581 170,256,543

Corporation 85 lesses

Short-term and leases of low-value assets

On September 1, 2017, the Corporation entered inlo an operating lease agresment
wiherein nine parking skots were designated for LLFC's use at a monthly rental rate of
F3,360 Inclusive of VAT. The lease agreement can be @rminated any @me by both the
bessor and lesses.

Short term lease rental of parking spaces for foreclosed vehicles was also incurmed
during the year. These rentals have bean taken to accommodate foreclosed wehicdes in
provinces before being transported to the office or being sold an an as-is where-is basis.

Rental fees paid to the lessors for the years ended Decamber 2020 and 2019 totalled
P49 780 and P447,890 (Note 20). respactively.

The operating lease agreemeants, baing temporary, may be extended or cancelled at the
oiption of sither of the parties provided that & prior written notice is given. As such, no
futwre minimum lease payments are expecied o be mada.
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z. EMPLOYEE BENEFITS
(&) Compansation and fringe benefits

Expenses recognized for salaries and employes benefits are presented balow:

2020 2019

Salaries and wages 35,110,124 31,135,081
Bonuses 5,637,203 5,088 211
Raetirement baneafit cost 3,396,186 3,315,263
Directors’ remuneration 2,054,000 1,858,000
Sinrial rerrity rnet 1,467,119 1156 743
Hazard Pay 350,500 1]
Other benafits 3,719,344 2,264,036

51,734,476 45 7.3

Employes benefils include annual selsriss, paid sick lsave, bonuses and other non-
monatary benefits. Total sccrusd compenssted absences 5 December 31, 2030 and

2019 amounted to P9 252 696 and PT.339.000. respectively.

The breakdown of employes benefits as to direct and general and administrative
expense &5 at December 31, 2020 and 2019 is as follows:

2020 2018
Direct expense — marketing operaticn 25,731,821 23,668 850
Zeneral and adminstrative expense 26,002,655 22047 484
51,734 476 45 717 334

() Retirament benefits
(i) Characteristics and funding

The Corporation has & funded non-contributory defined benefit retirement plan
(the Flan) covening substantially all of s officers and regular employees. Under
the Plan, all covered officers and employees are entiied to cash bensefits after
safisfying certzin age and service requirements. The retirement plan provides
retirement bensfits (equivalant to 22.5 days pay for eveny year of sandce) after
satisfying certain age and service reguiremsnts.

The funds are administered by LBP Trust Banking Group which is responsible for
investment strategy of the plan.

The Retirement Trust Fund account with LEP Trust Banking Group (LEF-TBG)
was opened on Movember 28, 2012, Prior to the opening of Retiremant Trust
Fund account with LBP and the availability of the Funding Actuarial Valuation
report, the Corporation accrues Retirement Costs based on actual services
rendered by the employees and Aricle % of the LBP Subsidiaries Retirement
Benefit Plan which defines the percentage of entilement of incumbents to
retirement benefits. Among the salent provisions of the Trust Agreement are the
following:
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L

The Truestor (LLFC) shall deliver and pay to the Trustee such sums
representing the annual contributions of the Trustor as provided in the Plan,
starting with the contributions for the year 2012 in the amount of Six Million
Seven Hundred Fifty One Thousand One Hundred Fifty Pesos and 86
Centavos (P6,751,150.86) Philippine Currency.

The Trustor waives all s rights and interests to the money or proparties
which are and will be paid or transferred to the Fund, to the extent reguired to
provide the benefits payable pursuant to the Plan.

The Trustes shall administer the Fund to be held in trust for the purpose
stated in and subject to all the terms and conditions of this Agreement as well
&s the Plan, which shall be deemed part of this Agreement. It shall invest
and re-invest the Fund, together with all increments and proceeds. in fxed-
INCOMEe govermmeant sacurites.

The Trustee has the nght and power o cause any asset acquired from the
irvestrmantira-invastmant of tha fund ta ba held, registarsd and ezusd in it
own name as Trustee or in the name of its nominee, prowded, that the books
and records of the Trustee shall at all times show that all such properties are
part of the Fund. It shall open and maintain savings and’or checking account
as may be determined necessary from time to time in the performance of the
trust and the authority herein conferred to the Trustee as well as pay all
costs, fees, charges and such other expenses connected with the
investments. administration, presensation and maintenance of the Fund and
o charge the same to the Fund.

The Trustee shall exercise any nght or privileges pertaining to the bonds,
securites or other properties held in trust. It shall open & savings acoount
with its own commercial banking sector, for and in the name of the Fund
wherein all funds awaiting investments and those received as contribution or
by way of income or eamings from the investmentre-investmeants of the fund
may be deposited temporanly. The Trustee shall execute and deliver any
and all documents and to perform any act which may be deemed necessary
O proper to camy out the powers granted.

In the manasgemeant of the Fund, the Trustee shall pay to the members or the
beneficiaries the benefits under the Plan upon written advice of the Trustor. It
shall keep and maintain books of accounts andfor records of the
management and operations of the fund, which the Trusior or its suthonzed
repracantative may inspact fram time to tima during offica hours. 1t shall, at
the end of every calendar quarter, submit the financial reports, i.e. Balance
sheet, Statement of Income and Expenses, Schedule of Inwvestments,
Investment Activity Report statements and such other reports as may be
requasted by the Trustor. Such reports shall be deemed conclusive should
the Trustor fail to object thereto in writing within 30 days from receipt thereof.
The Trustor shall administer the funds held in trust with such degree of skill
and care a5 a prudent man would exercise in the conduct of an enterprise of
like character and with similar sims. K shall secure the Tax Exemption
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Certificate from the Buresu of Internal Revenue so that the Plan may be
entitled o tax exemption benefits as provided by law.

#* For its services, the Trustes shall be entiied to a fee eguivalent to 0.5 per

cant per annum of the average total assets of the Fund, computed daily and
collected after the end of sach calendar quarter, subject to & minimum of

PO, 000,00 per vear. The Trustes is hereby authonzed 1o debd its fee from
tha Find  Thia shmea fra g gonted with this indaretanding that tha aamsa may
be reviewed at the request of either party and adjusted in a mubuslhy
safisfactony basis.

*  Except for fraud, bad faith or gross negligence, the Trusiese shall not be liable
for amy loss or depreciation in the valse of the Fund resulting from the
investments or re-investments thereof as authorized herein, or from the
perfirmance of any act in accordance with the provision of this Agreement.
This Agreement does not guarantes a yield, return or income on the
investments/re-investments of the fund as the same can fall as well as nise
depending on prevailing market conditions and i mot covered by the
Phillippine Deposit Insurance Corporation (PDIC). Losses, if any, shall be for
the account of the Trustor.

# This Agreament shall remain in full force and effect until the termination of the
Plan, unless sooner terminated by either party hereto by giving a 30 day
advance written natics to the ather.

The Compen gl relmsnenl plan s esposed o e fullossgg ks

- Interest rate risk- decreasesincreases in the discount rate used will
increase/decreass the defined bensfit obligation

- Longevity risk: chamges in the estimation of morality rates of current and
formear employees.

- Galary risk: increases in fulure salaries increess the gross defined benefit

(i} Actuarial assumpticns

Managemeant has engaged the services of an independent appratser o
undertake an actuarial valuation of LLFC's plan assets and present value of its
aefined Denefl obigatoen using the Accrued Benefl Acwuanal Cost Method
{Projected Unit Credit) and in accordance with the provision of PAS 18, as
reviged (PAS 19R)

The most recent actuarial valuation of plan asseis and the present value of the
defined benefit cbligation are as of December 31, 2020

The valuation results are based on the employes data as of the valuation dates
provided by the Corporation to the independent appraiser. The discount rate
assumption is based on the Banker of the Philippines (BAF) PHP Bloomberg
EvAL reference rates (BWAL) benchmark reference curve for me govemnment
sacurities market (previously the PDEx (PDST-R2) market yields on gowernment
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bonds) as of the valuation dates considenng fhe average years ol remaining
wiorking iife of the employess as the estimated term of the benefit obligation.

The sensitivity analysis was conducted to determine based on reasonably
possible changes of the assumption occurming as of the end of the reporting
penod, assuming f all other assumptions were hedd constant. Management
believes that as of the reporting date, changes in the discount rate and future
salary increase will not significantty affect the retirement obligation of the
Corporation. Management believes that retirement obligation will not be sensitive
to the salary rate increases because it is expected to be within the same level of
the remeining life of the obligation while the discount rete is not expected to
dirosticodly incroooo or doorcoso ot ibs ossting kool

The principal actuarial assumptions used as at the statements of financial
position date follows:

2020 2014
Discount rate 3.85% 5.12%
Expected rate of return on plan assats 3.95% 5.12%
Salary increase rate 7.00% T.00%
Expected average remaining working lives of employess 19.80 19.50

As of December 21, 2020, the principal balance of the retirement fund stands at
P11,585,740 and as compared to P22 247,019 as of December 31, 2010,

The Corporation made contributions to the retirement plan in 2020 amounting to
P16,500,000 and in 2018 amounting to P4 500,000

(i) Reconciliation of defined benefit obligation and fair value of scheme
Essats
Diadined Danafit Fair walug of Dl assars it dedined Babibty
o gation
2000 2019 FITE] 2019 2000 010

Balsnca, 1 January T L T R TN [, PR ET) 21 347,019 17,1132, 3k
Gl COSl — ST 4 1
ol cosl (inoome]  1LBOT348 1 B30TTE (A50 603 jEid, B0 716,543 1,375 BED
Encludad in prodl o

losd 4085 TBE 3060151 (A50 603 jEid, B0 1,385 168 3315 353
Employer

Co i tion (] 0 (1E500000) (SO0000)  (16,5DMDDE  {4,500,000)
i) uctierial kas

{igain] drom:

- Finainzial

asaumplons  39TIE1S 4850100 0 o 3,572,615 4 850 100

. Expaatioro

ad 1, 1, 335633 0 o 1 1,335 633
- % (1,563, 405 {1,563 408]

it (unchiding

iy £l i o T43 %39 132,825 743,359 137 BES
bncludad in othar

oD M P e

i 1709208 & 185237 743, 339 132,855 2,852 515 & 3HE 407
Banalils Faid D (4571346 i 4,571,386 [ 7]
Balanices, Docamber 31 57,587 6588 31 301 652 (26 TE1 A18) (9144 556 11,585 T8 27 247 019
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Retirement costs are included in the “General and Adminisirative Expenses”
account in the statements of comprehensive income, and the Corporation, having
opted to aval of the Optional Standard Deduction (OS50} accordingly, did not
recognize any deferred tax assets or liabilities on re-measurament gains and
kosses and net benefit obligation.

(w]  Allocation of Plan Assets

Cash and cash eguivalents T3.51%
Dbt instruments — Govermment Bonds 25.7T3%
Others (Market gainsflossas, Accrued receivables, eto.) 0. 76%

100.00%

The Retiremsent Trust Fund assets are valued by the fund manager at fair value
using the mark-to-market valuation. While no significant changes in asset
aliacation are expected in the nesdt financial year, the Retiremant Plan Trustee

may make changes at any time.
(v) Moturity Analyois: 10 yoor Projootion of Ewpootod Future Bonofit
Payments

Year Amount

i P | F.e42 821

2022 1.844 085

2023 1,500,760

2024 1.684 473

2025 1.486.810

20cAE — A 25 058 432

23, RELATED PARTY TRANSACTIOMNS

In the ordinary course of business, the Corporation enters into transactions with its
Parent Bank, Land Bank of the Philippines. Under the Corporation's policy, these
transactions are made substantially on the same terms as with other individuals and

businesses of comparable risks. The transactions with related parties are setthed in
cash.

Provisions are held against receivables from related parties in 2020 and 2019 are
broken down as follows:

2020 2019
Met investment in lease contracts receivable 601,853 1,538 826
Due from Parent Bank 2,160,843 3276047
2 Te2 THE 48168773

The total amount of transactions which hawe been entered into with Land Bank of the
Phillippines for the relevant financial years, gross of allowance for losses are as follows:
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2020 2019

Cash in banks 255,328 816 19,087 447
Due from Parent Bank (Node &) 216,084,272 327 694,770
Net investment in lease contracis

receivable (Mote 8) 76,212,908 170,000,321
Bills payable 1,156,581, 714 1,120, 548,455
Deposit on lease confracis 35,555,538 35,555,538
Accrued interest payable 3,640,848 9,350,656
Accounts Payabls 272,551 268,015
Miscellansous liabilities 3,441,234 1,409,383

1,767,128 681 1,682,814,585

The income and expenses in respect of the above enumerated transactions incuded in
the financial statements are as follows:

20 2015
Finance lease income (Mote 8) 47 426 296 52,793,580
Oiperating lease income [Mote 8) 63,878,030 51,860 862
Fleet management service fees (Note 18) 10,352, 876 8,00, 600
Flest management senvice chauffeuring fees
{Maota 18) 133,323,200 100,203 202
Interest income on deposits 1,408 858 148,703
Interest and finance charges 55,835 545 77 680, Teh
312,224 80T 301,585, TE3

a) Bllg payabée and INerest and Financing Cnarges

Interest rates on bomowings from the parent company ranges from 4.00 per cent to G.00
per cant. The loans are partially secured by assignment of receivables with terms of
maturity ranging from 134 days io nine ysans.

(b} Finance Leass Income

The Corporation is leasing motor vehicles to its Parent Bank for & period of seven years.
(c) Oiparating Lesse Income

The Corporation is leasing motor vehicles to its Parent Bank for a period of three years
with remewal option included in the contracis.

({d) Flest Management Services

The Corporation continues its chauffeuring and other vehicke services o is Parent Bank
until swch ime the Farent Bank disposed and replaced the expired lease wahices.

(el Other Related Farty Transaciions

Mthar ralatad pady transschinne conductad 0 tha nomal rarsa of hosinees includa
regular banking fransactions, borrowings and shaning of certain oparating expenses.
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The key mansgemeant parsonnel compensations are as follows:

2020 2019
Salaries and other short-term benefits 11,046 082 11,877 254
Post-employment benefits A4TH ATS 2672307
Directors’ remuneration 4,269 410 G6.022 967
15795475 20572520

Other transactions with LBP and is subsidiaries in 2020 and 2018 include the payment
of maintenance costs amounting to P5,000 and P90,000, respectively. in relstion to the

Corporation’s investment as disclosed in Mote 9 to the financial statemants.

24, INCOME TAX EXPEMSE

The income tax expenss consists of:

2020 2018
Currant 155,220,377 24,381,953
Defarrad (107,235,319} 3. 703870
47 985,058 28,175,823

The reconcilistion between the income tax expense computed at the statutory income
tax rate of 30 per cent, and the provision for income itax expense &s shown in the

staternents of comprehensive income is as follows:

2020 2018
Met income before income tax 38T 560,824 A6, 683,374
Add:

General and administrative expensas 117,878,743 L]
Enoss income 505, 440, 567 1]
Less: Optional Standard Deduction (40% of the

total of gross income and net amount of non-

deductible and non-iaxable expenses

armounting to 256,804 859 in 2020) 3444 534,170 ]
hat income subject to income tax 160,506,397 A6, 663,374
Incoms tax computad at stabutory tes rats of 30°% 40 151,945 14,000,042
Tax affect of:

Mon-deductible losses and expenses 83,126 14,185 462

Interast income subject to final tax (425,510) (47 A1T)

Interast in arbitrage 175,523 18,436
Income tax expenss 47 585,058 28,175,813

Income tax due. after deducting creditable withholding taxes and guarterdy income tax
payments, amounts to P10488 207 and P3,063,511 as of December 31, 2020 and

2019, respectively, as shown in Mote 16.

Under Philippine tax lews, the Corporation is subject to percentage and other taxes as
wiell a5 income taxes. Percentage and other taxes paid consist of gross receipts tax and

documentary stamp tax.
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Income taxes include corporats income tax and final taes paid at the rate of 20 par
cant, which is a final withholding tax on gross interest income from deposiis with banks.

Current tax regulations provide that the Regular Conporate Income Tax (REIT) rate shal

be 30 per cent and interest aliowed as 3 deductible expense shall be reduced by an
amount of 33 per cent of interest income subjectad to final tax.

The reguiations also provide for Minimum Corporate Income Tax (MCIT) of two per cent
on modified gross income.  Any excess of the MCIT over the RCIT is deferred and can
be wsed as a tas credit sgainst future income tax liabiity for the nedt three years. In
sddition, the NOLCO is allowed 85 deduction from taxable income in the next three
vears from the year of inception.

MCIT computed at two per cent of gross profit amounted to PAT 246,708 and
P3,188,316 in 2020 and 2019, respectively.

Repubdic Act Mo, 9504, An Act Amending Mational Internal Revenue Code, provides that
starting July 1. 2008, the Optional Standard Deduction (050) eguivalent to 40 per cent
of gross income may be claimed a5 an altermative dedwction in compating for the RCIT.

The Corporation has opted to use OSD in 2020 and Itemized Deduction in 2019, The
presentaBon of the Statements of Comprehensive Income reflects the “Gross Income”
which was the basis in computing the OS50 to amve at the taxable income. Direct
EXpEnsEs INCurred W provide the services as provided In Secton 4 of RA 16-2008 was
presented as a deduction from the gross revenue.

Details of the defemed tax assets and liabilities recognized in the statements of financial
position are &s follows:

At December 31, 2018 PET 54T 448
Changed o operalions (3,758 BT
At December 31, 2018 P&3, 753,678
Changed io opsralions 107, 236,519
At Decembar 31, 2020 P1&0, 588 AT

25, MATURITY ANALYSIS OF ASSETS AMD LIABILITIES (Gross of Allowance for

Probable Losses)
34 010
Due within 1 Dus beyen:d Duewithin 1 Dusn barpond
yadr 1 i Tl o 1 yiar Todal
Financial acesals
Csl srd cssh
e uiwaberis 239 19,518 0 Jee e aie 25 071,535 ] 25 071,925
Firaafrcial Besas
@ Amorid
(il 1. 560802 138 3 165571 033 4 TSR THLIE 1408 333330 3310 04E TEF 4 B I7T1 001
1,800 0ZF 054 3 185571 033 5045933 137 1533205 164 3310 0LRTEZ 4 B34 343 016
Fon-Inancial asses
| Wi STl
ol L] 21,259 500 207558 500 i 0,253 501 0,255 50
Equipment and
ofhir propary
fior hesas @ IEITLSE2  J4E T4 953 0 BES 743416 fES T4 41
Proporty amd
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R D
Diie within 1 Dus b Do walthiin 1 v bl
yaar 1 pear Toetal pEar 1y Tzl
LTI [/ ] 0,106,134 30106134 i 53, [Ma0, 202 53, [FaD, 2
U oy
S Pk
B by [ ] i} i} 0 302 A52250 302 AR 250
Chifodi' il 24 3.3 348 1,037 748 A5 120097 0 I8 314 1,273,083 10481, 307
4033349 N6 ETHAT4  380.TEDT2E DI0E 314 G553 I 45F BT 4T TEE
Tiodal assis 1 964 104 S0F 3 LET 5345 £5T 5 436 €53 360 1532 E03 4T IBBO T3 2 5417 TTE BEF
Finaincial Rabiifcs
Bills: parpalbe 2424 685 83F 316583854 2 741 330,593 2ERHSTI00E 724,075,445 3 230 542 455
B0 (S
Pl 63, a 636092 500 345 ] 500, 34
B0 ML
WS
iy & 126 08 i} E126 228 12 850 207 o 12,955 207
CFFaf padabhes 79,551,132 i} TEESX 132 BE 224 T1B o 82 T2
Doaifadd 5, 0 Bl
Lo ach 168,810,719 240393 411 407303130 1TOLTET 851 224 883871 404 IT18HZZ
T ey
F1 5 E15 i} 23 E35 335 15 373 281 o 15,373, 281
Fastiraimiianl Rabdivy [ ] 11,535,740 11595740 i 22, 7.5 27, 24T MG
Todal Liabdithes 2,709,301 045 BERATI 205 3 ITDAT2 250 2243418501 971, 70E. 33 3815 124 50

e OFFEETTING OF FIMAMCLAL ASSETE AMD FINAMCIAL LIABILITIES

The Corporation has not set-off finsncial instruments in 2020 and 2019 and doss not
have offsetting arrangemenis. Currently, financial assets and financial lisbilities are
saffled on & gross basis: howewer, each party of the lease agreement will have the
oiption to setthe such amount on a net basis in the event of default of the other party. As
such, the Corporation’s lease confract receivables from the lessees amounting fo
P1.118.810.150 and P1.214.061.583 as of December 31. 2020 and 2019, respectively,
can be offsst by the amount of lease deposits amounting fo F388,265.252 and
P38, 733 944 as of December 31, 2020 and 2019 [(Mote 21), respectively. The balancs
of lease contract receivables net of lease deposit amounted to PT30 544 BOE and
PE20 327 630 as of December 31, 2020 and 2019, respectively.

2T. EARNINGS PER SHARE

The financial information pertinent to the derivation of eamings per share follows:

2020 2019
Net income after tax 339,575,766 18.517 551
Weighted average number of cutstanding
shares (Note 18) 48 555 754 48 555 254
Diasic Camings Per Share 6.99 Q.20

There were no cuistanding dilutive potentisl common shares as at December 31, 2020
and 2019.

86



28. CONTINGEMCIES

In the ordinary course of business, the Corporstion incurs contingent liabiities and
commitrments arising from normal business transactions which are not reflected in the
accomipanying financial statements. As at December 31, 2020, Management does not
anticipate significant losses from these contingencies and commitments that would
adversely affect the Corporation's financial position and results of operations.

28. EVENTS AFTER THE REPORTING DATE

Cash Dividend Declaraton

On April 20, 2021, the Board of Directors of LBP Leasing and Finance Conporation,
through it Resclution, approved the declaration of cash dividends amounting to
P181,324 744 or P3.7344 per share on the 48555254 common stocks held by al
stockholders of date of record. December 31, 2020

Mew Tax Regulation

Republic Act (RA) Mo. 11534, An Act Reforming the Corporate Income Tax and
Incentves System, was passed into law on March 26, 2020.

Repubdic Act No. 11534 or the Corporate Recovery and Tax Incentives for Enterprises
({CREATE) Act provides that an income tax rate of 25 per cent effective July 1, 2020
shall hé IMpEAd pon Tl RYANR INCNMA dervRl ALnng AAch TRYRNER year frm Al
sources within and without the Philippines by ewery corporation. Provided that
corporations with net taxable incoms not exceading PS5 million and with total asssts not
excesding F100 million excluding land on which the particulsr business entity’s office,
plant and eguipment are siteated during the taxabde year for which the tax is imposed,
shall be taxed at 20 per cent.

As provided in FLA. Moo 11534, effective July 1, 2020 untll June 30, 2023, the Minimum
Corporate Income Tax (MCIT) shall be one per cent.

I'he tollownng are the effects of changes in tax rates:

CREATE Art fild REIT RNiffarrnca
Staternent of Financial Position
Deferred Tax Assats 134,157 414 160,988 897 (26,831.483)
Staternent of Comprehensive Income
Current 142,285,345 155,220,377 (12,835,032)
Miefiarrad (RS 367 TEE) {107 715 314) (17 872 553)

Regulsiory Relief for BSFls Affected by the Corona Winus Disease 2018 (E0WVID-19)

Tha r'nrl-lnmﬁnn auihmitHad o :lrlrl“ﬁ:l'l'lru\ frr rn.E|||-c|Ir|.r!|l raliaf mn Rlarch '1: WM bn tha
Rangkn Sentral ng Pillipinae Tha applicstinn & still caorantly being  eeshrted  Tha
Corporation also subsequently notified Security and Exchange Commission on March 8,
2021 on its application for regulatory relief.



ah SlIPP FMEFNTARY INFORMATION OM RFVENLIF REGLIL ATIONS
A REVENUE REGULATIONS (RR) No. 15-2010

On November 25, 2010, the BIR issued RR MNo. 15-2010 which prescribes additional
procedural and/or documentary requirements in connection with the preparation and
submission of financial statements accompanying the tax returns. Under the said RR,
rnmpAnias ane reqinsd in discines in additinn tnthe discdnanres mandstad onder PFRS
and such other standards and/or conventions that may heretofore be adopted, in the
Motes to the Financial Statements, information on taxes, duties and license fees paid or
accrued during the taxable year. In compliance with the requirements set forth by RR
Mo. 15-2010, hereunder are the information on taxes, duties and license fees paid or
accrued during the taxable year.

1. LLFCis & non-VAT entity under Philippine tax laws per Revenue Regulations
(RR) No. 9-2004. LLFC is subject to percentage and other taxes (presented as Taxes
and Licenses in the statement of comprehensive income) as well as income taxes.
Percentage and other taxes paid consist principally of gross receipts tax (GRT) and
documentary stamp tax LLFC was also designated by the Bureau of Internal Revenue
(BIR) as withholding tax agent under Revenue Regulations (RE) Mo. 17-2003 and RR
Mo. 12-84, as amended.

In compliance, LLFC pays the comesponding GRT on all items treated as gross income,
and fringe benefit tax (FBT) on the benefits provided to its officers in accordance with the
tax law and revenue regulstion prescribing FET. LLFC withheld corresponding taxes on

payments of compensation of employesas, fees to direciors and cost or purchase price to
contractors and suppliers of goods.

2. The documentary stamp taxes paidaccrued on loans svailed and renewed
dunng the yaar otaled F1 7 335 353 (Mote 15).

3. Oither taxes paid during the year recognized under Taxes and Licenses account
are the following:

Particulars Amount

a Local
Healty 1axes Je5 204
Licenses 1,546,597
Community Tax Certificate 10,500

b. Heticmal
Annual Non-VAT Registration Fee 500
Tax Clearance Application 200
Gross Receipt Tax 61,583 345

63,526,346




4, The amaount of withholding taxes paid for the year amounted to:

Compensation and beneafits 4402 187
Expanded withholding taxes T.A74 226
WAT and other parcentage laxes 19,064,050
30,731,372
] The Corporation has no pending tax court cases mor tax assessment notices

from tha BIR.

B. REVENUE REGULATIONS (RR) Nos. 19-2011 and 2-2014

RR Mo. 2-2014 prescribes the new income tax forms to be wsed for income tax filing
starting C¥ 2013. Pursuant to Section 244, in relgtion to Sections &(H), 51(AK1) and
S1{A)2) of the Mational Intermmal Revenue Code of 1997 (Tax Code), as amended, these
Regulstions are issued to prescribe the use of revised income tax forms with bar codes,
and to reflect the changes in information required from said forma. This will also enable
the said forms to be read by an optical character reader for ease in scanning.

in the case of corporations using BIR Form Moo 1702, the texpayer is now required to
include &5 part of its notes to the audited financial statements, which will be attached to
tha inrnmea tax rehon (ITR). the arhadiles and informatinn nn taxabds inenme And
deductions to be taken.

1. Salee/Racaipte/Feas

Taxable Amount under
Regular Rate

Ralo i’ gansdrag HI8 /O3 ES
Lesss of Properties G63.878.030
389,380,635

2. Cost of Sales/Services
Amount under
Regular Rate
Direct Charges - Salaries, Wages and Benefits 25,731,821
Direct Charges - Depreciation B, 125,008
Direct Charges - Outside Senvicas B0, 118 581
Diract Charges - Others 214 891778
428,067 2TE

3. MNon-Operating and Taxable Other Income

Amount under

Regular Rate
Gain on zals 755,442 641
Mizcallameous income - net 146,202 342
901,544 983
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4.  Opiional Standard Deduction {0SD)

Republic Act Mo, 8504, An Act Amending Mational Internal Revenue Code, provides that
starting July 1. 2008, the Optional Standard Deduction (350) eguivalent 1o 40 per cant
of groes income may be claimed &3 an altemative deduction in compating for the RCIT.
The Corporation has opted to wse the OSD. The presentation of the Statement of
Comprehensive Income reflecis the “Gross Income™ which was the basis in computing
the OS50 to arive at the texabde income. Direct expenses incurred to provide the
sanices as provided in Section 4 of RA Moo 16-2008 was presented &s a deduction from
the gross raveniue.

E Taxes and Licenses

The documentary stamp taxes paidiaccrued on boans availed and remewed during the
year totalled P17 835353,

Orther taxes paid during the year recognized under Taxes and Licenses account are the
following:

Particulars Amount

d. Lumal
Fioalty Taxos 348 504
Licenses 1,546,547
Cormmunity Tax Certificate 10,500

b. Maticnal
Annual Mon-VAT Registration Fee S00
Tax Clearance Application 200
Gross Receipt Tax 61,583,345

63,526 346

31. OTHER SUPPLEMENTARY INFORMATION

A In compliance with the Revised Securiies Regulstion Rule 63 issued by
Securities and Exchange Commission, the following are the financal soundness
indicators of the Conporation:

2020 2019
Curmrent ratio 0.72 0.53
Acid test ratio 0.68 0.53
Solvency ratio 0.4 0.01
Diebt o equity ratic 1.85 2.61
Asszet to equity ratio 2.85 .61
Interest rate coverage ratio 36T 1.28
Return on equity 18.20 1.27
Returm on assets 6.7d 0.35
Met profit margin 56.64 3.0
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B. In compliance with BSP Circular No. 1075 dated Februany 7, 2020, the following
are basic quantitative indicators of financial performance of the Corporation:

2020 2019
Return cn average equity 21.03 1.25
Return on average asseis 6.58 0.37
Met profit margin 56.64 3.0
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BOARD OF DIRECTORS

Cecilia C. Borromeo — Chairperson of the Board

Ms. Cecilia C. Borromeo is 62 years old and holds the distinction of being President and Chief
Executive Officer of two government financial institutions — the Development Bank of the Philippines
which she capably led for two years, and LANDBANK where she started her banking career.

While short, her presidency in DBP from January 2017 to February 2019 was marked with significant
growth in all key financial indicators, notably in net income which grew by 36%, deposits by 33% and
loans by 20%.

She re-joined LANDBANK on March 1, 2019 and she felt right at home in the organization where
she worked her way up to various key positions. This included heading the Agricultural and
Development Lending Sector from 2012 to 2016 which resulted to 74% growth in regular loan
portfolio and 44% in revenue.

Her extensive banking career spans 30 years of handling various posts in agricultural and
development lending, treasury and investment banking, public sector lending, corporate banking,
global banking, wholesale banking and lending program management.

Ms. Borromeo completed her Bachelor of Science degree in Agribusiness at the University of the
Philippines Los Bafos and underwent the Master in Business Administration program of the De La
Salle Business School. She is a graduate of the Advanced Bank Management Course of the
Asian Institute of Management and the Pacific Rim Bankers Program at the University Of
Washington Executive Education Foster School Of Business. She likewise attended the
International Study on Rural banking and Finance at the Massey University in New Zealand.

For 2019, she attended training on Corporate Governance Orientation Program and Updates on
Anti-Money Laundering Act.
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SILVESTRE MANUEL C. PUNSALAN JR.
Director

Mr. Silvestre Manuel C. Punsalan Jr., 81 years old,
has been a member of the Board since August 2001.
He was elected as Vice Chairman of the Board of the
Corporation in May 2003. He is a member of the

Audit Committee and also the Chairman of the
Related Party Transaction.

Mr. Punsalan was Deputy Executive Director of the
Presidential Management Staff (PMS) from 1977 to
1982. He was a Financial Adviser for MMDA's Office
of the Chairman from 2001 to 2004. Prior to his

MMDA post, he was a consultant for the DPWH
Office of the Secretary.

Mr. Punsalan graduated with distinction from the
Ateneo University where he obtained his Bachelor of
Arts Degree Major in Economics and his Master in
Business Administration.
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EDWARD JOHN T.REYES
Director (elected as Officer-in-Charge of LLFC as of
October 1, 2020)

Mr. Edward John T. Reyes, 63 years old, was
appointed to the Board in May 2011. He was the
former Executive Vice President and Head of
Agrarian Development and Lending Sector of Land
Bank of the Philippines (LBP). Mr. Reyes joined LBP
in 1994 and has held various executive positions in
the Bank. He was also became a Board Director of
the GM Bank of Luzon, Inc.

Before joining LBP, Mr. Reyes worked at the
Development Bank of the Philippines (DBP) from
1988 to 1994 where he held various executive
positions.

Mr. Reyes graduated from the University of the
Philippines in Diliman with a degree in BS Civil
He also earned units in MS Civil
Engineering from UP.

Engineering.

FRITZ M. SALAZAR
Director

Fritz M. Salazar, 48 years old, was appointed as a
Member of the Board of Directors of LBP Leasing and
Finance Corporation on 16 March 2017.

Mr. Salazar hails from Tacloban City and a franchisee
of Sam’s Everything On Sticks, a foodcart business
which serves a variety of street foods. His past
employment includes working as BOO in Metrobank
from 1989 to 2010.

Mr. Salazar graduated from Saint Paul Business
School of Tacloban (now known as Saint Paul School
of Professional Studies) with a degree of Bachelor of
Science in Commerce.
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LETICIA V. DAMASCO
Director

Ms. Leticia V. Damasco, 72 years old, took her oath
as LLFC Director on January 2018. On 28 February
2018, she was nominated and elected as
member of the Risk Management Committee and
Corporate Governance Committee.

Ms. Damasco has 32 years of banking experience
which she gained from Land Bank of the Philippines.
Her last Landbank post was as Department Manager
lIl which she held until her retirement in 2013. She
was a Director of Philippine Postal Bank from 2
June 2017 to 11 January 2018 and of the Rural
Bank of Sta. Rosa (Nueva Ecija), Inc. from 2019 to
2011.

She was a College Instructor at the Manuel V.
Gallego Foundation Colleges (formerly CLEC) from
June 1973 to October 1981. Ms. Damasco
graduated from the Philippine Women’s University
in 1971 with a degree in Bachelor of Arts Major in
Economics. In 1996, she earned her Master of
Arts in Psychology from the Philippine Statesman
College.
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ROBERTO U. TEO
Vice-Chairperson

Mr. Roberto U. Teo, 71 years old, took his oath as a
Member of the Board of Directors of LBP Leasing and
Finance Corporation on June 2017. Mr. Teo sits as
Chairman of LLFC’s Executive Committee and is a
member of the Corporate Governance Committee.

Mr. Teo served as Assistant City Administrator for
Operations of Davao City, Assistant City
Administrator for Admin and Economic Enterprise
Manager. He was also Chief of the Davao City
Investments Promotions Center. He used to be a Board
Member of the Tourism Infrastructure and Enterprise
Zone Authority (TIEZA) representing the travel and tours
enterprises.

Mr. Teo graduated from the De La Salle College in 1971
with a degree in BS Chemical Engineering. In 1974, he
earned his Master in Business Management from the
Asian Institute of Management. He joined other
Programs in Pennsylvania, U.S.A. including Program for
Executive in 1978 and Economics, Fall Program from
1977 to 1978.

For 2019, he attended Anti-Money
Laundering/Countering the Financing of Terrorism
(AML/CFT) Training Workshop

VIRGILIO M. SANGUTAN
Director

Mr. Virgilio M. Sangutan, 63 years old, took his
oath as LLFC Director on May 2019. On 25 October
2019, he was nominated and elected as member of
the Audit Committee.

Mr. Sangutan has been a member of the BOD and
President of Davao Inventors Association, Inc. from
2006 to 2010 and a Board of Director of
Southeastern Mindanao Inventors Association from
1995 to 2005. He is the owner of Ml Herbal
Laboratory and currently the President of
Inventfoods Manufacturing, Inc. Mr. Sangutan
graduated from the Divine Word College of Legaspi
in 1982 with a degree in BSC-Banking and Finance.

In 1988-1989, he earned some units in the College
of Law in Ateneo de Davao University, and had a
year of Master in Business Administration at the
USEP, Obrero Davao City.

For 2019, he attended Anti-Money
Laundering/Countering the Financing of Terrorism
(AML/CFT) Training Workshop.
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NANZIANCINO M. DILAY
Director

Mr. Nanziancino M. Dilay, 72 years old, took his oath
as LLFC Director on July 2019. On 25 October 2019,
he was nominated and elected as member of the
Audit Committee.

Mr. Dilay has been a Director of Philippine Pharma
Procurement from 2017 to 2019. He used to be with
the Bureau of Customs as SVCOO from 1992 to 2014
and as Technical Assistant in the Supreme Court of
the Philippines from 1973 to 1992.

Mr. Dilay graduated from San Sebastian College —
Manila in 1970 with a degree in AB Political Science.
In 2011, he took up Masters in Custom
Administration at the Phil. Maritime Institute.

For 2019, he attended Anti-Money
Laundering/Countering the Financing of Terrorism
(AML/CFT) Training Workshop and Corporate
Governance Orientation Program for GOCCs.
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MICHAEL P. ARANAS
Director

Mr. Michael P. Arafias, 74 years old, has been a
member of the Board since July 30, 2020. He was
also elected as a member of the Audit Committee
on the same date.

Mr. Arafias was also appointed in 2017 as a member
of the Board of Directors of the Philippine Sugar
Corporation which was abolished in 2018.

With the banking experience he had from the
various banks namely, Family Bank and Trust Co.,
BPI Family Bank, Davao Lending House, Inc.,
Lapanday Agri Development Corporation, Security
Bank, Consumer Bank, Phil. Farmers Bank and
Corfarm Bank, his training in all aspects of banking
has been beneficial as Director for LBP Leasing and
Finance Corporation.

He graduated from the University of the Philippines
where he obtained his Bachelor in Science major in
EE. He also took up AB General and BSBA in Davao
Central Colleges and Ateneo de Davao University,
respectively. He was awarded the bronze medallion
for academic excellence by the Ateneo de Davao
University where he obtained his MBA.

In September 2020, he attended Corporate
Governance Orientation Program conducted by
Institute of Corporate Directors
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Finance Lease

Finance Lease is a credit facility where LLFC (lessor) acquires fixed assets based on the requirements/needs of the client
(lessee) which are then leased by the client (Lessee) from LLFC (Lessor) through payment of periodic lease amortization.
The benefits and risks of ownership of the assets are transferred to the lessee at the end of the term.

This facility allows enterprises to acquire equipment, motor vehicle, lot and building and other equipment, to expand,
upgrade or modernize their operations. It also enables enterprises to match financing terms with the earning potential
of the capital asset, preserve working capital and credit lines and address existing or current budget limitation.

This credit facility allows clients to acquire equipment and other assets to expand, upgrade or modernize their
operations.

For Government accounts it can be used for the acquisition of land and building.

Operating Lease

A Rental Agreement granted for selected asset types that have long economic life and well-established secondary
markets. This facility is open only for Landbank and its subsidiaries who do not want to be burdened with the
acquisition and disposition processes and will rather not have the risks and benefits of ownership on the leased asset.

Leases may be packaged to include in the rentals the operating and maintenance costs of the assets to be leased. These
may include, but not limited to, insurance, LTO registration, chauffeuring services, real property taxed. In the
negotiation the Account Officer should take into consideration the possible increases in the cost of the operating and
maintenance expenses that will be included in the lease package. An escalation cost to ensure that the possible
increases in operating and maintenance expenses will be duly covered part of the contract.

FINANCING FACILITIES

Credit Lines

Short Term Credit Line — loans/lines with maturities of 360 days or less that can be used for the following purpose:

e Working Capital Requirement
A credit facility that allows the client to augment its working capital. It is normally secured by Chattel Mortgage
or Real Estate Mortgage. On meritorious cases, the same can be granted “clean” up to P 10.00M.

e Receivables/Contract Financing
A financing arrangement wherein the client may borrow against the amount of its outstanding receivables or
invoice. This allows the client to liquify their receivables to allow them to have additional working capital. This
is normally for short-term financing only. Receivables must be from well-established business entities
acceptable to LLFC or government institutions/entities.

e Purchase Order Financing
Provides clients additional working capital to finance confirmed purchase/job orders. This allows clients to
service large purchase orders/sales contracts from well-established business entities acceptable to LLFC or
government institutions/entities.

e Factoring of Receivable
A financing agreement wherein there is a direct collection agreement between LLFC, the client and the end-
issuer of the receivables.
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Term Loans
Provides long-term financing with maturity of more than one (1) year to fund the following:

e Permanent Working Capital normally secured by Chattel Mortgage and/or Real Estate Mortgage

e Acquisition of equipment or other capital assets to be secured by the object to be financed

e Acquisition of Land and Building, Construction and/or improvement of client's facilities secured by real estate
and/or chattel mortgages

Term Loan Rediscounting Facility

Provides client with working capital to improve liquidity through the financing of long-term receivables (more than one
year). The facility is to be secured by an assignment of the receivables being financed and all accessory documents.
The facility is open to financing or lending companies, and equipment suppliers with in-house financing or installment
payments.

SPECIAL FINANCING PROGRAMS

Special lease and credit programs may be developed by LLFC in partnership with asset suppliers or other institutions
to facilitate the processing and implementation of lease or credit facilities for identified sectors.

Special Financing to Support Government

LLFC can develop special programs to support government initiatives and/or programs. The same can be done in
conjunction with the implementing government entity/institution or as a stand-alone program to support the National
Government  Agenda. This involves the grant of financing for equipment/assets to
upgrade/replace/improve/modernize the facilities of the target beneficiaries, sectors and /or industries.

Anchor-Based Financing Programs

A financing program “anchored” on a specific business entity/institution. LLFC will partner with a specific “Anchor
Company” to finance the acquisition of equipment/assets of its suppliers/sub-contractors/partners. Under the
program. the credit package (equity position, repayment term, etc.) will be pre-defined to suit the needs of the
suppliers/sub-contractors/partners of the Anchor Company.

Vendor Partnership Financing Programs

A financing program where LLFC may partner with established equipment suppliers/vendors to finance its customers.
Arrangement may vary from a simple “referral system” to a more advanced arrangement that may include collection
arrangements, broker’s fees, collection, and monitoring systems, etc.

Calamity Rehabilitation Support (CARES) Program
A financing program designed to help business entities in areas severely affected by natural calamities and other
fortuitous events.

Fleet Management Services
Administration of vehicles of LBP, such as chauffeuring, insurance and LTO registration, among others.
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