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Corporate Profile

LBP LEASING AND FINANCE CORPORATION (LLFC, formerly LBP Leasing Corporation), a

wholly owned subsidiary of Land Bank of the Philippines (LANDBANK) was established
under the Corporation Code of the Philippines on March 17, 1983 to complement the
product lines being offered by the Bank.

LLFC's leasing facilities make it easier for enterprises to expand, upgrade, or modernize
their operations. Among others, leasing enables enterprises to:

Match financing terms with the earning potential of the capital asset.
Preserve working capital and credit lines.

e Address existing or current budget limitation

Based on the Amended Articles of Incorporation approved by SEC on November 3, 2015,
LLFC's primary purposes are as follows:

LBP Leasing and Finance Corporation

Engage in direct leasing or financial leasing and to arrange or underwrite and administer
leases of all kinds of equipment, machines, vehicles, facilities, appliances and all types of
personal and real properties.

Engage in the business of financing merchandise in all their various forms.

Extend credit facilities for, and otherwise assist in the establishment, operation,
development, expansion and/or reorganization of industrial, commercial, agricultural
and other productive or profitable enterprises.

Within the limits allowed by law, to make loans with or without such security as the
Board of Directors may think fit.

To the extent permitted by law, raise funds for the company's operations through the
issuance of debt instruments and/or securitization of its assets.




| Vision, Mission,
and Core Values

e By 2025, LLFC will be among the country’s top 5 bank
affiliated leasing and finance companies in terms of total

assets.

e TO provide broad spectrum of leasing and financial
products and services to government agencies, LBP
borrowers, and clients in the priority sectors that support
the National Economic agenda.

Core Values (Adopted from LANDBANK)

¢ Innovation

e Accountability

e Customer Focus

e Collaboration

e Excellence

e Social Responsibility
¢ Resilience

LBP Leasing and Finance Corporation



OPERATIONAL HIGHLIGHTS

(amount in millions) \

STATEMENT OF FINANCIAL POSITION
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STATEMENT OF COMPREHENSIVE INCOME
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2023 PERFORMANCE \\ ‘

SCORECARD ACCOMPLISHMENT

The Vision, Mission and Strategies as included in the performance scorecard
for year 2023 was reviewed and approved by the Board of Directors during its
meeting on August 25, 2022. The 2023 performance scorecard validation
result as validated by Governance Commission for GOCCs (GCG) was

presented and approved by the BOD on March 21, 2024, and received on
September 6, 2024, respectively.

LBP Leasing and Finance Corporation 4
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SCORECARD ACCOMPLISHMENT\




CORPORATE GOVERNANCE \\ \\

‘ LBP Leasing and Finance Corporation (LLFC or the "Corporation" is committed
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.

() GOVERNANCE STRUCTURE
BOARD OF DIRECTORS (BOD)

e 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 directors exercise due diligence and independent judgment and make
decisions objectively in the best interest of the Corporation.

The Chairperson 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 BOD. The Chairperson's primary
responsibility is for leading the BOD and ensuring its effectiveness and adherence
to good governance while the President/CEO is responsible for the supervision
and direction of the day-to-day business affairs of the Corporation.

@ Appointment of Directors
As a GOCC, LLFC has 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 shall be for one (1) year, unless
sooner removed for cause, however, e ointive Director shall continue to
hold office until the successor is appoin ualified.

PLe




CORPORATE GOVERNANCE \\ \\

® 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 BOD 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 The board of directors shall define the LLFC's corporate culture and values. It
shall establish a code of conduct and ethical standards and shall
institutionalize a system that will allow reporting of concerns or violations to an
appropriate body.

e The board of directors shall be responsible for approving LLFC'S objectives and
strategies and in overseeing management's implementation thereof.

e The board of directors shall be responsible for the appointment/selection of
key members of senior management and heads of control functions and for
the approval of a sound remuneration and other incentives policy for
personnel.

e The board of directors shall be responsible for approving and overseeing
implementation of the LLFC'S corporate governance framework.

e The board of directors shall be responsible for approving LLFC's risk
governance framework and overseeing management's implementation




CORPORATE GOVERNANCE \\ \\

® Board Meetings and Attendance
The BOD holds regular monthly meetings held every last Thursday of each month
unless agreed otherwise. The schedule of the 2023 BOD meetings were presented
and approved during the December 19, 2022, BOD meeting.

In 2023, there were sixteen (16) BOD meetings conducted to evaluate and
approve various matters related to LLFC’s operations. All members of the BOD
were present during the meetings.

Summary of Board of Directors
Attendance for the Year 2023:

Name Position No. of Meetings Attended
Cecilia Cayosa Borromeo* Chairperson 4
Roberto U. Teo Vice-chairperson 16
Fritz M. Salazar Member 16
Conrado S. Mifano Jr. Member 16
Leticia V. Damasco Member 16
Virgilio M. Sangutan Member 16
Nanziancino M. Dilay Member 16
Edgar Crisanto R. Violan Member 16
Michael P. Arahas Member 16
Alvin I. Kong Member 16

*Chairperson Borromeo cease her membership in the LLFC Board of Directors effective May 24, 2023.

® Meeting without the President
During its November 29, 2023, meeting, the BOD held a meeting without the
President/CEO present..

® Release of Materials and Conduct of Meeting
To allow directors sufficient time to prepare for the meetings, the BOD and Board
Committee 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. Management
also furnishes monthly reports to the BOD to provide sufficient information as to the
results of operations and other matters for information and action of the BOD.

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

Committee meetings.
|| I .
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CORPORATE GOVERNANCE \\ \\

® Remuneration of the Board
Each director shall receive per diems, allowances, and incentives in accordanc
with the guidelines promulgated by the Governance Commission for GOCCs (GCG).

® Board Self-Assessment
The BOD 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. Chairperson of the Board shall provide parameters for
the assessment of the President and CEOQ.

The BOD performance criteria are as follows:

e Performance of Individual Directors
Fulfillment of Board’s Key responsibilities
Quality of Board - Management Relationship
Effectiveness of Board Processes and Meetings
Board Structure

For the year 2023, the BOD achieved an overall rating of 100% equivalent to
"Excellent" based on the assessment conducted which was completed on January
4, 2024. Results of the BOD assessments is disclosed in the LLFC website under
the Corporate Governance Seal.

Pursuant to 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 Chairperson. GCG generates the rating forms
submitted and provides the Board Chairperson with the rating for each Director.

LBP Leasing and Finance Corporation 8



CORPORATE GOVERNANCE N\

‘ BOARD-LEVEL COMMITTEES
To aid in complying with the principles of good corporate governance, the Board
constituted five (5) BOD Committees:
e Executive Committee,
e Audit Committee,
e Corporate Governance Committee (Compensation/Renumeration
Committee)
e Risk Management Committee
e Related Party Transaction Committee.
The composition and the roles of each committee including their meetings and
attendance during the year are presented in the succeeding pages.

® Board-Level Committee Assessment
The Board-level Committees assess their performance using the approved
Guidelines on the Performance rating System of LLFC Board-Level Committees
approved on June 25, 2021, by the Board of Directors.

The result of each Board-Level Committee Assessment for the year 2023 were 100%
equivalent to a qualitative rating of "Excellent". It is disclosed in the LLFC website
under the Corporate Governance Seal.

LBP Leasing and Finance Corporation .




CORPORATE GOVERNANCE \\ \\

EXECUTIVE COMMITTEE
Composition

Chairperson: Roberto U. Teo*
Members: Fritz M. Salazar
Edgar Cristanto R. Violan**
Conrado S. Minano, Jr.
Michael P. Aranas

*Replaced Dir. Borromeo in June 2023
**elected as ExCom member in October 2023

® 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.

The Executive Committee performs the following:

e Evaluate and approve lease/credit transactions and restructuring proposals in
accordance with the Codified Approving and Signing Authorities;

e Evaluate and recommend to the Board for consideration and approval credit
proposals coursed through the Executive Committee;

e Formulate and recommend credit policies for Board consideration and
approval;

e Review and monitor the performance of credit facilities previously approved,;

e Approve procurement and disposal of Corporate Assets and administrative
services in accordance with the Codified Approving and Signing Authorities;

e Approve sale of Acquired Assets in accordance with the Codified Approving
and Signing Authorities; and

e Perform such other duties and functions and/or assume such responsibilities
as may be delegated by the Board of Directors.

® Meetings and Attendance for the Year
The ExCom met thirteen (13) times during the year 2023. All scheduled meetings
are attended by all members of the Committee. The details of the attendance is
also disclosed in the Corporate Governance Seal section of the LLFC website.

LBP Leasing and Finance Corporation 10



CORPORATE GOVERNANCE

® Accomplishment for the year 2023

COMMITTEE! DATE OF
MEETING

ACTIONS TAKEN

N
N

Executive Committee

18-Jan-23

Motation of three items

Appraoval of one account and one item
Endorsement of one account and three items
Deferment of two accounts

17-Feb-23

Motation of four items

Approval of three accounts

Endorsement of eight accounts and one item
Deferment of one item

15-Mar-23

Motation of four items
Endorsement of four accounts
Deferment of two accounts

24-Apr-23

Motation of two items

Approval of one account

Endorsement of six accounts and one item
Deferment of three accounts

19-May-23

Motation of five accounts

Appraoval of bwo accounts

Endorsement of five accounts and one item
Deferment of one account

21-Jun-23

Motation of five accounts

Approval of two accounts

Endorsement of five accounts and one item
Deferment of one account

19-Jul-23

Motation of two items
Appraval of three accounts
Endorsement of five accounts
Deferment of one account

27-Jul-23

Motation of one account
Appraoval of eight accounts

14-Aug-23

Motation of three items
Approval of two accounts
Endorsement of three accounts and one item

22-Sep-23

Motation of three items
Approval of two accounts
Endorsement of ning accounts and two items

18-Oct-23

Motation of one item
Approval of two accounts and one item
Endorsement of four accounts

22-Nov-23

Motation of three items

Approval of four accounts

Endorsement of two accounts and two items
Retainment of one item

14-Dec-23

Motation of three items
Approval of bwo tems
Endorsement of three accounts

LBP Leasing and Finance Corporation
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CORPORATE GOVERNANCE \\ \\

AUDIT COMMITTEE
Composition

Chairperson: Nanziancino M. Dilay

Members: Virgilio M. Sangutan
Alvin I. Kong

Leticia V. Damasco*

*elected as AudCom member in October 2023

® Committee Role
The Audit Committee shall be responsible for overseeing senior management in
establishing and maintaining adequate, effective and efficient internal control
framework. It shall ensure that systems and processes are designed to provide
assurance in areas including reporting, monitoring compliance with laws,
regulations and internal policies, efficiency, and effectiveness of operations, and
safeguarding of assets.

The Audit Committee shall also be responsible for the assessment of the reports
from external auditors and regulatory agencies and ensure that management
judiciously and appropriately acts on recommendations on significant deficiencies
and/or material weaknesses identified.

The Audit Committee exercises office functional supervision of the Internal Audit
Office and Compliance Management and endorses to the Board the appointment or
removal of the IAO and CMO Heads as well as appraise their performance.

® Meetings and Attendance for the Year
The Committee had six (6) meetings in 2023. The Audit Committee members are all
present in their scheduled meetings. The details of the attendance is also disclosed
in the Corporate Governance Seal section of the LLFC website.

® Certification of Adequacy of Internal Control
The Audit Committee has reviewed and assessed the adequacy of the
Corporation’s internal controls, risk management systems and regulatory
compliance that were found to be adequate and acceptable for the year 2023.
This was presented and approved by the BOD on December 28, 2023.

LBP Leasing and Finance Corporation 12



CORPORATE GOVERNANCE \\ \\

® Accomplishment for the year 2023

&

COMMITTEE/ DATE OF MEETING

ACTIONS TAKEN

Audit Committee

January 12, 2023

1)
2)

3)

Approval of Audit Committee minutes of meeting
date%j(fecember 15, 2022.

Presentation of the Problematic and Past due
Accounts

Additional staff to replace resigned Audit Analyst

March 22, 2023

1)

3)

4)

Approval of the January 12, 2023, minutes of meeting
Matters arising related to work volume analysis to be
prepared by HR Officer and written request to the
Audit Committee whoever would like to secure copies
of the report stating its purpose.
Presentation of LBP-CMG reports on compliance
matters on the following:
a. Regulatory issuances for the period October to
December 2022
b. AML/CTFP reports for the 3™ quarter of 2022
Presentation of Internal Audit Reports on the review
of unit/processes stated below:
a. Information Technology
b. Administrative General Services
c. Status/Update on the past due/problematic
accounts

April 26, 2023

1)

3)

4)

Approval of the March 22, 2023, minutes of meeting
Presentation of LEP-CMG on compliance matters
related to AML/CTFP for the 1% quarter of 2023.
Internal Audit Report on Past Due and Problematic
accounts on Total Power, Inc_, Viibal Group Inc. and
Mediarchives

AuditCom instructions to VP Riza Hernandez and
Atty. Marla Barcenilla on RCJ Lines Inc. related to
latest copy of the land title of the encumbered
additional security and report on RCJ updated
development on the actions taken on the collaterals,
respectively.

May 31, 2023

1)

3)

Approval of the April 26, 2023, minutes of meeting
Continuation of discussion related to the open
findings of the following accounts: Total Power, Inc.,
Vibal Group Inc., RCJ Bus Lines, Shogun Ships, Inc.,
McPhil Maru, DCD Construction Corp., Medical One
Corp., and PhilCentennial Development Corp.
Presentation of the Internal Audit Manual, revised
Internal Audit and Audit Committee Charters, Guide to
Internal Audit Rating System, and revised internal
audit forms and templates.

LBP Leasing and Finance Corporation
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CORPORATE GOVERNANCE N\

® Accomplishment for the year 2023

COMMITTEE! DATE OF MEETING

ACTIONS TAKEN

August 11, 2023

1)
2)
3)

4)

Approval of the May 31, 2023, minutes of meeting
IMatters arising from previous meeting
FPresentation of Compliance reports by LBP-CMG for
notation related to:
a. Regulatory Issuances for the 1% quarer 2023 &
Results of Pre-Testing
b. AMLCTPF Reports for the period April to June
2023 related to:
Freeze Order and Alerts System
CTR and STR
Trainings of LLFC Officers and employees
Presentation of the Final Report on Lease and Loan
Operations Review for CY 2022 including results of
the MLFFP Internal Audit Program

[ R |

August 17, 2023

1

Discussion on the Open Audit Findings for Lease and
Loan Operations with instruction /recommendation as
follows:

a. All equipmentichattel finance under lease and
loan shall be subjected to inspection/checking
prior to payment of insurance.

b. LLFC will not accept any loan/equipment to be
installed in a building without the execution of
Memaorandum of Agreement or Understanding
with the owner of the facility.

September 28, 2023

1)
2)

3)
4)

Approval of the August 11 and 17, 2023 minutes of
meeting

Report of LEP-CMG on compliance related to the
following:

Regulatory Issuances and results of Pre-testing for the
2™ quarter of 2023

Fresentation of the final audit report on the review of
the Treasury Unit and its processes

Presentation of the 2024 Internal Audit and Risk
Assessment Flan for the CY 2024 for approval

Movember 28, 2023

1)
2)

3)
4)

a)

Approval of the November 28, 2023, minutes of
meeting
Fresentation of LEP-CMG reports on compliance
matters on the following:
a. Regulatory issuances and results of pre-testing
for the 3™ quarter of 2023
b. Results of the perodic compliance testing for
the 3™ guarter of 2023
c. AML/CTFP reports for the 3™ quarter of 2023.
Prasentation of the final audit report on the review of
the Management Services Unit
Fequest for a Board Resolution on the adequacy of
the Internal Control, Risk assessment and governance
systems
Presentation of the tentative schedule of Audit
Commitiee meetings for CY 2024,

LBP Leasing and Finance Corporation
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CORPORATE GOVERNANCE COMMITTEE
(COMPENSATION/ REMUNERATION COMMITTEE)

® Composition
Chairperson: Roberto U. Teo
Members: Edgar Crisanto R. Violan
Leticia V. Damasco
Conrado S. MiAano, Jr.*

*elected as CorpGov member in October 2023

® 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 and employees to ensure that their compensation is consistent with
the Corporation’s culture, strategy and business environment in which it operates.

The Committee is responsible for the following:

e Oversee the nomination process for members of the board of directors and for positions
appointed by the board of directors.

e Oversee the continuing education program for the board of directors.

¢ Oversee the performance evaluation process.

e Oversee the design and operation of the remuneration and other incentives policy.

e Developing recommendations to the GCG for updating the CPCS and ensuring the the same
continues to be consistent with the GOCC'’s culture, strategy, control environment, as well as
the pertinent laws, rules, and regulations.

® Meetings and Attendance for the Year
The Committee had seven (7) meetings in 2023. The Corporate Governance Committee
members are all present in their scheduled meetings. The details of the attendance is also
disclosed in the Corporate Governance Seal section of the LLFC website.

LBP Leasing and Finance Corporation 15



CORPORATE GOVERNANCE

® Accomplishment for the year 2023

COMMITTEE DATE OF ACTIONS TAKEN
MEETING
Corporate Governance
Committee
16 January 2023 Confirmed the endorsement via referendum of the following:

1. Grant of Service Recognition Incentive for Fy2022

Discussed and endorsed to the Board the following:
1. Enhanced  Guidelines for  Payment of
Reimbursable Expenses of the Board of Directors

Discussed and noted the following:

1. Authorization to Grant FY2020 Performance-
Based Incentive to LLFC Entitled Board of
Directors

2. Resulis of 2021 Corporate Govemmance Scorecard
Walidation

3. Performance Assessment for CY2022

17 February 2023 Discussed and approved the following:
1. Release of the ¥r2020 Performance-Based
Incentives to LLFC Entitled Board of Directors

Discussed and endorsed to the Board the following:
1. Guidelines on the Grant of Parental Leaves for Solo
Parents
2. Revised Table of Organization
3. Owverall Resulis of the Yr2022 Board-Level
Committee Assessment

12 May 2023 Discussed and endorsed to the Board the following:

1. Guidelines on Compensation for Overtime Wark

2. Transfer of Employee Membership from SSS to
GSsIs

3. Prometion to Information Technology Unit Head
(Assistant Manager

4. Promotion to Head-Credit Investigation and
Appraisal Unit (Assistant Manager)

5. Promotion to Account Officer {Assistant Manager)

6. Promotion to Group Head-Account Management
Group (Vice-President)

7. Yr2022 Board Self-Assessment

14 Juby 2023 Discussed and endorsed to the Board the following:

1. Proposed Hiring of the General Counsel

2. Proposed Revised Guidelines on Five-Day
MandatoryfForced Vacation Leave

3. Proposed Adjustments in Salary Scheme for Various
Posifion Level under Job Grade 11 and 12

11 August 2023 Discussed and endorsed to the Board the following:

1. Proposed Guidelines on Availment of Rehabilitation
Privilege

2. Proposed Revised Guidelines on Matemity Leave
Benefits

3. Applhcation for ¥r2021 Performance-Based Bonus
(PBB)

22 November 2023 Discussed and noted the following:

1. Accident Insurance for the Members of the Board

Confirmed the endorsement via referendum of the following:
1. ¥r2021 BPI Forms for Submission to GCG

Discussed and endorsed to the Board the following:

1. Job Offer for ULFC Officers

2. Proposed Guidelines on the Establishment of
Provident Fund

3. Proposed Guidelnes on LLFC's Inception of
Collective Negotiation Agreement (CNA) Incentive

4. Proposed Revised Whistieblowing Policy and
Procedure

5. Proposed Revisions on the Manual on Corporate
Govemance

20 December 2023 Discussed and endorsed to the Board the following:

1. Proposed Revised Competency Framework and Job
Profiles

2. Grant of One-Time Rice Assistance for FY2022

3. Grant of Service Recognition Incentive for FY2023

LBP Leasing and Finance Corporation 16
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RISK MANAGEMENT COMMITTEE

® Composition

Chairperson: Virgilio M. Sangutan*
Members: Leticia V. Damasco
Alvin I. Kong
Nanziancino M. Dilay**

*elected as Riskcom Chairperson in October 2023
**replaced Dir. Violan in October 2023

® 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.

The RiskCom is appointed by the BOD to advise the BOD on LLFC's overall current and
future risk appetite, oversee Management's adherence to the risk appetite
statement; and report on the state of LLFC's culture.

® Meetings and Attendance for the Year
The Committee had seven (7) meetings in 2023. The Risk Management Committee
members are all present in their scheduled meetings. The details of the attendance
is also disclosed in the Corporate Governance Seal section of the LLFC website.

LBP Leasing and Finance Corporation 17
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RELATED-PARTY TRANSACTIONS COMMITTEE

Composition
Chairperson: Alvin I. Kong*
Members: Frtiz M. Salazar

Virgilio M. Sangutan
Nanziancino M. Dilay**

*elected as RPTCom Chairperson in October 2023
**elected as RPTCom member in October 2023

Committee Role
The Related Party Transaction Committee shall evaluate related party transactions
to ensure that the transactions are at arm’s length basis.

The Related Party Transaction Committee shall be primarily responsible for the
evaluation and monitoring of transactions or dealings with related parties of LLFC,
regardless of whether or not a price is charged. It shall include not only transactions
that are entered into with related parties but also the outstanding transactions that
were entered into with an unrelated party that subsequently becomes a related

party.
Meetings and Attendance for the Year
The Committee had seven (7) meetings in 2023. The RPT members are all present in

their scheduled meetings. The details of the attendance is also disclosed in the
Corporate Governance Seal section of the LLFC website.

Accomplishment for the year 2023

LBP Leasing and Finance Corporation 19



INTERNAL AUDIT

The Internal Audit Office under the direct supervision of the Audit Committee is tasked
to provide independent assessment and reasonable assurance of the adequacy and
effectiveness of the Corporation’s system of internal controls, risk management and
governance processes. It has implemented a risk-based approach in auditing major
areas of operations. The Internal audit considers the risks identified and assessed from
the risk management system in its annual audit plan.

The Internal Auditor reports directly to the Audit Committee who is responsible for the
appointment and removal of the Head of Internal Audit. The scope of authority and
responsibility of the internal audit function is defined in the approved Internal Audit
Charter.

EXTERNAL AUDIT

The Commission on Audit (COA) is the external auditor of LLFC. The Philippine
Constitution mandates that COA shall be the external auditor of all government
institutions including GOCCs.

The COA assigns a team of COA auditors who shall have the power, authority and duty to
conduct a comprehensive audit (financial, compliance and performance) of the
Corporation’s operations. The Corporation ensures that other non-audit work shall not be
in conflict with the functions of the external auditor in accordance with COA rules and
regulations.

LBP Leasing and Finance Corporation
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RISK MANAGEMENT

N
~

The Risk Management Office is the one responsible for developing guidelines 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 implements Enterprise Risk Management System (ERM). The
adoption of ERM approach in risk management aims to:

e Improved business process;

e Enhanced operational efficiency;

e Improved replayment rate;

e Optimized earning potential; and

e Embedded risk management culture.

ERM is a process effected by an entity’s board of directors, management and other
personnel, applied in strategy setting and across the enterprise, designed to
identify potential events that may affect the entity and manage risk to be within its
risk appetite.lt provides reasonable assurance regarding achievement of the
entity’s objectives.

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. The scope of
uthority and responsibility of the Risk Management Office enumerated in their

approved Risk Committee Charter.
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*&msparency Seal and Quality Management System.
‘ LBP Leasing and Finance Corporation

COMPLIANCE AND ANTI-MONLEY
LAUNDERING

Beginning March 2021, LANDBANK implemented LBP Group Centralized Compliance
Management (CCM) Framework. With this, the LANDBANK Compliance Officer was
designated as LBP Group CCO. The Corporation for its part designated a
Compliance Coordinator. Under the CCM Framework the LBP-CMO shall be
responsible for the following:

e visit the websites of various regulatory/ government agencies for new
regulatory issuances and download the laws, rules and regulations applicable to
the activities of the LBP Group,

¢ |dentify the requirements and assess the compliance risk,

¢ Issues Compliance Bulletin and/or Business Unit Compliance Action Plan for
appropriate action, information or reference

e Act as regulatory contact unit/liaison among LBP units, Subsidiaries, BSP, AMLC,
COA and other regulatory agencies

e Manage/coordinate BSP examination, COA audit and AMLC inquiry

e Handle/coordinate submission of various adhoc regulatory requirements

e Handle clarification of pertinent provisions of laws, rules and regulations with
the regulatory issuances

e Dissemination of new laws, rules & regulations and regulatory requirements to
the LBP Units and Subsidiaries

e Clarification/interpretation of relevant laws, rules and regulations and guidance
on implementation

e Research onregulations and compliance matters

e Compliance awareness training

¢ Review and update Compliance and MTTP Manual

e Conduct compliance monitoring and testing

e Report to Senior Management, various Committees and Board of Directors

The LBP Group CCO reports directly to the LLFC Audit Committee. LLFC regularly
submit AMLA required reports to LBP-AMLA DES with the guidelines issued by Anti-
Money Laundering Council (AMLC)

COMPLIANCE TO GOOD
GOVERNANCE CONDITIONS

The Board, Management and Employees of LLFC fully complies
with Good Governance Condition which include SALN submission
and compliance to requirements of the Citizens’ Charter,
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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 violation 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 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 is required to fully comply
with the Code of Conduct and Employees Discipline. The Human Resource Unit under
Corporate Services Group monitors compliance in the Code of Conduct by preparing
regular reports (i.e. tardiness, among others) and ensuring that offenses are properly
sanctioned on a timely basis. The code including other related policies such as No Gift
Policy and Anti-Sexual Harassment are disclosed, uploaded and available in the
corporate website. Annually, employees and directors are asked to sign the
Certificate of Compliance and Recommitment on the Code of Ethics.

Stakeholders’ Interest

LBP Leasing and Finance Corporation had put in place various practices for the
protection, fair treatment and dealings with all stakeholders. The needs and
expectation of Relevant Interested Parties (RIPs) are documented and monitored.

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 immediately address complaints
and suggestions by clients.

Directors/Officers and Employees

LLFC continues to promote betterment of it its officers and employees by sending
them to various training and development programs during the year. ALL employees
as well as directors attended training for the year 2023. The trainings attended by
employees and directors are disclosed in the Corporate Governance seal of the LLFC
website.

The Corporation also conducts regular fellowship activities to continue to nurture

positive relationship among its Directors, officers and employees.
A
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2023 EMPLOYLEE
TRAINING AND

DEVELOPMENT / ‘




Schedule of Employee Training for the year 2023
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CORPORATE SOCIAL
RESPONSIBILITY

Corporate social responsibility (CSR) is a significant aspect of modern business,
and many companies, including LBP Leasing and Finance Corporation (LLFC), strive
to make a positive impact through various initiatives. LLFC supports CSR activities
that includes promoting environmental sustainability, community engagement,
ensuring ethical business practices, promotion of gender equality and investing in
employee well-being - all creating more opportunities for LLFC to give back to the
society.

ENVIRONMENT

In compliance with Government Energy Management Program (GEMP) under
IAEECC Resolution No. 1, s. 2020, and IAEECC Advisory No. 2 re: Mandatory
Implementation of Energy Efficiency and Conservation Programs & the Strict
Observance of the GEMP Guidelines, LBP Leasing and Finance Corporation
continuously adopts its energy conservation program and the efficient use of
energy throughout the organization.

COMMUNITY

LLFC conducted a community service program in collaboration with the Makati
Social Welfare Department last November 29, 2023, at Makati Poblacion Multi-
Purpose Hall. This was part of the activities in promoting advocacy on Violence
Against Women of the Philippine Commission on Women.
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CORPORATE SOCIAL
RESPONSIBILITY

CUSTOMER AND EMPLOYEE SAFETY, HEALTH AND WELLNESS

LBP Leasing and Finance Corporation implemented Guidelines on the Availment of
Rehabilitation Privilege for all employees with an aim to ensure fair and consistent
treatment of employees who sustain injuries or illnesses while in the performance of their
duties.

Throughout the year 2023, LLFC conducted several activities related to employee and
workplace wellness that help support positive employee health and behavior.

In addition, LLFC employees were subjected to drug test pursuant to Drug-Free Workplace
Program and an X-ray chest examination which is a requirement in securing issuance of
Sanitary Permit. Monthly Pest Control and Office Disinfection were also conducted regularly
to minimize the spread of disease and maintain cleanliness in the office premises.

CLIENT SATISFACTION SURVEY

LLFC adopted the ARTA issued Client Satisfaction Measure for the year 2023 which
resulted in an overall rating of 99.43% facilitated by a third-party service provider.
LLFC has consistently been receiving good feedback from its customers despite the
change in methodology which proves that LLFC’s commitment to provide quality
service for its customers as well as stakeholders.
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GENDER AND DEVELOPMENT (GAD)

Pursuant to Republic Act 9710 or the Magna Carta of Women mandates all government
agencies, offices, bureaus, instrumentalities, State Universities and Colleges,
Government Owned and Controlled Corporations and LGUs to adopt gender
mainstreaming strategy to promote and fulfill women's human right and eliminate
gender discrimination in their systems, structures, policies, programs, processes and
procedures.

In 2023, LBP Leasing and Finance Corporation conducted various set of GAD Programes,
Activities, and Projects (PAPs) based on its Plans and Budget for CY 2023 such as the
conduct of various seminars on Gender Mainstreaming, Organizational Audit using GMEF,
Reconfiguration of the breastfeeding area, among others. Detailed GAD Plans and
Programs CY 2023 may be accessed in the GAD Corner of LLFC website.

Further, LLFC conducted various advocacy activities for the Annual Celebration of the
National Women’s Month with the theme “WE Make CHANGE Work for Women” and the
observance of the “18-Day Campaign to End Violence Against Women” with the theme :
“UNITEd for a VAW-free Philippines” The highlights of the GAD Activities are shown in the
GAD Corner of LLFC’s website.
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-
Board of Directors as of ¢
December 31, 2023

Roberto U. Teo

Chairperson

Mr. Roberto U. Teo, 74 years old, took his
oath as a Member of the Board of
Directors of LBP Leasing and Finance

Corporation in June 2017. As of date, Mr.
Teo sits as the Chairperson of LLFC's
BOD, Executive  Committee and
Corporate  Governance Committee,
respectively.

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’'s in business
management from the Asian Institute of Management. He joined other
Programs in Pennsylvania, US.A. including Program for Executive in
1978 and Economics, Fall Program from 1977 to 1978.

For 2023, he attended Anti-Money Laundering/Countering the
Financing of Terrorism (AML/CFT) Webinar and Risk Management in

the Post-Covid Age trainings and seminars. :
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-
Board of Directors as of ¢
December 31, 2023

Nanziancino M. Dilay

Vice-Chairperson

Mr. Nanziancino M. Dilay, 74 years
old, took his oath as LLFC Director in
July 2019. He is currently the Vice-

chairperson of the LLFC Board of
Directors and the Chairperson of the
Audit Committee. He s also a
member of the Risk Management
Committee.

Mr. Dilay has been a Director of Philippine Pharma Procurement from
2017 to 2019. He used to be with the Bureau of Customs 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 2023, he attended trainings on Anti-Money Laundering/Countering
the Financing of Terrorism (AML/CFT) Webinar, ICD - Finance for
Directors, and Risk Management in the Post-Covid Age trainings and
seminars.

®
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-
Board of Directors as of ¢
December 31, 2023

Michael P. Aranas

Member/President and CEO

Mr. Michael P. Aranas, 77 years olqd,

has been a member of the Board
since July 30, 2020. He was elected
as the President/CEO in November
2021. He is also a member of the
Executive Committee.

Mr. Aranas was also appointed in 2017 as a member of the Board of
Directors of the Philippine Sugar Corporation which was abolished in
2018. He had banking experience 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's in Science major in Electrical Engineering. 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.

For 2023, he attended Anti-Money Laundering/Countering the

Financing of Terrorism (AML/CFT) Webinar, ICD - Finance for Directors,
and Risk Management in the Post-Covid Age trainings and seminars. :
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-
Board of Directors as of ¢
December 31, 2023

Virgilio M. Sangutan

Member

Mr. Virgilio M. Sangutan, 65 years
old, took his oath as LLFC Director

in May 2019. He is the Chairperson
of the Risk Management
Committee and a member of the
Audit Committee and RPT
Committee, respectively.

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 MI 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’s in Business
Administration at the USEP, Obrero Davao City.

For 2023, he attended Anti-Money Laundering/Countering the
Financing of Terrorism (AML/CFT) Webinar, ICD - Finance for Directors,
and Risk Management in the Post-Covid Age trainings and seminars.

®
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-
Board of Directors as of ¢
December 31, 2023

Conrado S. Minano, IJr.

Member

Mr. Conrado S. Mifiano, 70 years
old, was appointed as a Member

of the Board of Directors of LBP
Leasing and Finance Corporation
on June 2, 2017. He is a member of
the Executive Committee and
Corporate Governance
Committee.

Mr. Mifnano is a retired General of the Philippine National Police where
he handled various law enforcement posts. Among the positions he
held were as Deputy Director of the Northern Police District in Caloocan
City and as Director of the Communications and Electronics in Camp
Crame from 2007 to 2009. He received several commendations from
civic, religious and military organizations.

Mr. Mifnano graduated from the Philippine Military Academy, Class of
1977. He is an L.L.B. undergraduate of Jose Rizal University.

For 2023, he attended Anti-Money Laundering/Countering the
Financing of Terrorism (AML/CFT) Webinar and ICD - Finance for
Directors trainings.

®
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Board of Directors as of
December 31, 2023

Leticia V. Damasco

Member

Ms. Leticia V. Damasco, 74 years
old, took her oath as LLFC Director
in January 2018. She is also a

member of the Audit Committee,
Risk Management Committee and
Corporate Governance Committee,
respectively.

Ms. Damasco has 32 years of banking experience which she gained
from Land Bank of the Philippines. Her last LBP post was as
Department Manager Ill which she held until her retirement in 2013.
She was a Director of Philippine Postal Bank from 2 June 2017 toll
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 inPsychology from thePhilippine Statesman
College.

Training for 2023, she attended the ICD - Finance for Directors, Updates
on the Anti-Money Laundering Act (AMLA), and Risk Management in
the Post-Covid Age.

®
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-
Board of Directors as of ¢
December 31, 2023

Edgar Crisanto R. Violan

Member

Mr. Edgar Crisanto R. Violan, 64
years old, was appointed to the

LLFC Board in May 2020. Mr.
Violan is currently a member of
the Executive Committee and
the Corporate Governance
Committee.

Mr. Violan served as a member of the Board of Directors of the
Philippine Mining Development Corporation for two years and a former
Chief Administrative Officer of DOTC-LTFRB XI. He graduated Cum
Laude from the University of Southeastern Philippines with the degree
of BS in Public Administration in 1980. He also finished his Bachelor of
Laws at the Ateneo de Davao University in 1984 and earned units in
master’'s degree in Economics at the Rizal Memorial Colleges.

Mr. Violan is a Colonel in the Philippine Army, Reserve Force. He is also a
Regional Cadre Instructor in the Incident Command System Courses.

For 2023, he attended various trainings and seminars on Anti-Money
Laundering/Countering the Financing of Terrorism (AML/CFT) Webinar,
ICD - Building Better Boards Through Diversity, ICD - The Maharlika
Investment Fund, ICD - Finance for Directors, and Risk Management in

the Post-Covid Age.
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-
Board of Directors as of ¢
December 31, 2023

Fritz M. Salazar

Member

Mr. Fritz M. Salazar, 50 years old,
was appointed as a Member of the
Board of Directors of LLFC on

March 16, 2017. He sits as a member
of the LLFC’s Executive Committee
and Related-Party Transaction
Committee, respectively.

Mr. Salazar hails from Tacloban City and a franchisee of Sam'’s
Everything On Sticks, a food cart business which serves a variety of
street foods. His past employment includes working as Bank Officer 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.

For 2023, he attended trainings for ICD - Finance for Directors, and
Updates on the Anti-Money Laundering Act (AMLA).

®
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-
Board of Directors as of ¢
December 31, 2023

Alvin |. Kong

Member

Mr. Alvin |. Kong, 74 years old, has
been a member of the Board since

April 29, 2021. As of date, Mr. Kong
sits as the Chairperson of RPT
Committee and a member of the
Risk Management Committee and
Audit Committee, respectively.

With the banking experience he had from Associated Citizens Bank,
Bank of Commerce, Maybank of the Philippines, Philippine National
Bank and Al-Amanah Islamic 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 East where he obtained his
BSBA major in Economics. He also took up MBA Program from the
Lyceum of the Philippines and the University of the East and had taken
up a few units of Customs Administration from thse Philippine
Maritime Institute.

For 2023, he attended trainings for Anti-Money Laundering/Countering
the Financing of Terrorism (AML/CFT) Webinar, ICD - Finance for
Directors, and Risk Management in the Post-Covid Age.

®

133



y

PRODUCTS
AND

SERVICES ‘



LEASING FACILITIES
l FINANCE LEASE

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

e For Government accounts it can be used for the acquisition of land, building and/or
office space.

A. DIRECT LEASE
o Alease arrangement wherein LLFC (Lessor) acquires an asset directly from a third

party (usually the supplier or manufacturer) and leases it out to the client
(Lessee).

B. SALE AND LEASEBACK

o A lease arrangement wherein the client may sell an asset to LLFC and leases back
the same asset over a lease period. The client becomes the Lessee and LLFC
becomes the Lessor. The purpose of a sale and leaseback facility is to liquidate
client's fixed asset for working capital.

C. SUBLEASE ARRANGEMENT
o Alease arrangement wherein LLFC (Lessor) gives consent to the client (Lessee) to
sublease the leased asset to a third party (Sublessee). There is a lease agreement
between LLFC (Lessor and owner of the asset or equipment) and the client
(Lessee) who transfers the owner's rights to the possession and use of the asset
to the Sublessee over an agreed payment period. The Lessee and the Sublessee
has a separate contract or agreement.

Il. OPERATING LEASE

e A Rental; Agreement granted for selected asset types that have long economic life
and well-established secondary markets. This facility shall be limited for LBP 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
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FINANCING FACILITIES
I. CREDIT LINES

A.SHORT-TERM CREDIT LINE
e Loans/lines with maturities of 360 days or less that can be used for the following
purpose:

o 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.

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

o Purchase Order/Contract 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.

o Factoring of Receivable
A financing agreement wherein there is a direct collection agreement between
LLFC, the client and the end-issuer of the receivables.

B. TERM LOANS
e Provides long-term financing with maturity of more than one (1) year to fund the
following:

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

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

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

C. TERM LOAN REDISCOUNTING FACILITY
e 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.
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FINANCING PROGRAMS

e 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.

A. SPECIAL FINANCING TO SUPPORT GOVERNMENT PROGRAMS

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
equipmenVassets to upgrade/replace/improve/modernize the facilities of the
target beneficiaries, sectors and /or industries.

B. ANCHOR-BASED FINANCING PROGRAMS

A financing program "anchored" on a specific busines 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 tenn, etc.) will be pre-defined to suit the
needs of the suppliers/subb€€°contractors/partners of the Anchor Company.

C. 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,

D. CALAMITY REHABILLTATION SUPPORT (CARES) PROGRAM

A financing program designed to help business entities in areas severely affected by
natural calamities and other fortuitous events.

E. FLEET MANAGEMENT SERVICES
Administration of vehicles of LBP. such as chauffeuring. insurance and LTO registration,
among others.
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