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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

For the auarterly peried ended September 30, 2016

1;
2. Commission identification number 097869
3. BIR Tax Identification No. 000-4A86-050-000

4, Exact name of issuer as specified in its charter BDO LEASING & FINANCE, INC.

b

Province, country or other jurisdiction of incorporation or organization Philippines

. Industry Classification Cede: [ | (SEC Use Only)

=

BDO Co nter Orti DB Ave, O nter, Man ng Ci 1550
Addrass of issuer's principal cffice Postal Code

=

&

Issuer's telephane number, inciuding area code 632/ 635-6416, 635-5817, 840-7000
9. Former name, former address and former fiscal year, if changed since last report N/A

10. Securities registered pursuant to Sections 8 and 12 of the Code,
or Sections 4 and B of the RSA N/A

Title of each Class Number of shares of common stock outstanding
and amount of debt outstanding
Common Stock, P1.00 par value 162,475,312 25,894,264,119

11. Are any or all of the securities listed on a Stock Exchange?
Yes [X] No [ ]

If yes, siate the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchange, Inc. Common stock ,



12, Indicate by check mark whether the registrant:

(2) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(z) - 1 thereundsr, and Sactions 26 and 141 of
the Corporation Code of the Philippines, during the preceding twelve (12) months (or for such shorter
period the registrant was required to file such reporis)

Yes [X] No [ ]

(b) has been subject to such filing requirements for the past ninety (50) days.

Yes [X] No [ ]
PART I--FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

The financial statements of BDC Leasing & Finance, Inc. and Subsidiary are prepared and
presented in accerdance with Philippine Financial Repaorting Framework.

The accounting policies and methods of computation used in the audited financial statements
as of and for the year ended December 31, 2015 were consistently appiied in the interfim financial
repaorts.

Adoption of New Interpretations, Revisions and Amendments te PFRS

There are new PFRS, revisions, amendments, annual improvements and interpretations to
existing standards that are effective for periods subsequent to 2012. Management has initially
determined the following pronouncement, which the Company will apply in accordance with their
transitional provisions, to be relevant to its financial statements.

PFRS 89, Ffinancial Instruments (effective from January 1, 2018). PAS 39 will be
replaced by PFRS 9 in its entirety which is being issued in phases. The main phases are  (with
a separate project dealing with derecognition):
Phase 1: Classification and Measurement
Phase 2: Impairment Methodology
Phase 3: Hedge Accounting

=y

To date, the chapters dealing with recognition, classification, measurement
and derecognition of financial assets and liabilities have been issued. These chapters are
effective for annual periods beginning January 1, 2018. Other chapters dealing with
impairment methodology and hedge accounting are still being developed. The Group does not
expect to implement and adopt PFRS 9 until its effective date. In addition, management is
currently assessing the impact of PFRS 9 on the finandal statements of the Group and its plans
to conduct a comprehensive study of the potential impact of this standard prior to its
mandatory adoption date to assess the impact of all changes,

PAS 27 (Amendment), Separafe Financial Statements — applicable

This revised standard now covers the requirements pertaining solely to separate
financial statements after the relevant discussions on control and consolidated financial



statements have been transferred and included in PFRS 10. The Group has evaluated the
various facts and circumstances related to its interest in other entities and have determined
that the adoption of the foregoing standards, revisions and amendments had no material
imgact on the amounts recognized in the financial sistements.

PAS 28 (Amendment), Investments in Associate and Joint Verture — not applicable
PFRS 1, First-time Adoption of PFRS on Government loans — not applicsble

PFRS 7 (Amendment), Financial Instrumenis: Disclosures — Transfers of Financiafl
Assets — applicaoie .

The amendment requires qualitative and quantitative disclosures relating to gross and
net amounts of recognized financiai instruments that are set-off in accordance with PAS 32,
The amendment also requires disclosure of information about recognized financial instruments
which are subject to enforceable master netting armangements or similar agreements, even if
they are not set-off in the statement of financial position, including those which do not meet
some or all of the offsetting criteria and amounts related to a financiai collateral. These
disclosures allow financial statement users to evaluate the effect or potential effect of netting
arrangement. This amendment did not have a significant impact on the Group's financial
statements as the Group is not setting off financial instruments in accordance with PAS 32 and
does not have relevant offsetting arrangements.

PFRS 10, Cansolicdated Financial Staterments —applicabie

This standard builds on existing principles of consolidation by identifying the concept of
control as the determining factor in whether an entitv should be inciuded within the
consaolidated financial statements. The standard also piovides additional guidance to assist in
determining control where this is difficult to assess. The Group has evaluated the various facts
and circumstances related to its interest in other entities and have determined that the
adoption of the foregoing standards, revisions and amendments had no material impact on the
amounts recognized in the financial statements.

PFRS 11, Joint Arrangements - not applicable
PFRS 12, Disclosure of Interest in Other Entities — not applicable
PFRS 13, Fair Value Measurement — applicable

The amendment clarifies that the scope of the exception for measuring the fair value
of a group of financial assets and financial liabilities on a net basis (the portfolio exception)
applies to all contracts within the scope of and accounted for in accordance with PAS 39,
Financial Instruments: Recognition and Measurement, or PFRS 9, Financial Instruments,
regardless of whether they meet the definition of financial assets or financial liabilities as
defined in PAS 32, Financial Instruments: Presentation.

L



ODC LEASING % FIMNANCE, IMNC. AND SUBSICIARY

{A Subsidiary of 5DO Unibank, Inc.)
BALANCE SHEETS

In Millions
rAudited)
September 30, December 31, Serctember 30,
= < 2016 2015 2015
ASSETS
Cash and Cash Equivalents 397.1 332.3 261.3
Available-for-Sale Investmants 3,483.0 3,540.2 3,233.2
iLoans & Other Receivabies - net
Finance Lease Receivables
Finance lease receivables 12,787.7 12,144.5 12,035.2
Residual value of leased assets 5491.9 4,974.0 5,208.4
Unearned lease income (1,226.6) (1,181.4) (1,204.4)
17,053.0 15,937.1 16,039.2
Loans and Receivables Financed
Loans and receivables financed 13,2589 12,027.9 11,054.9
Unearned finance income (51.4) (67.9) (70.0)
Clients’ Equity {407} (38.1) (34.6)
13,166.8 11,9219 10,950.3
30,219.8 27,859.0 26,989.5
Other Receivables
Accounts Receivable 42.5 35.6 43.8
Sales Contract Receivable i8.6 25.5 28.7
Dividends Receivable 56.4 26.3 373
Accrued Interest Receivable 65.2 025 80.6
Accnied Rental Receivable = 3.5 -
162.7 184.4 190.2
Allowance for lpan losses (617.5) (580.1) (559.5)
(617.5) (580.1) {559.5)
29.765.0 27,463.3 26,620.4
Property, Plant and Equipment - net 2,165.0 2,221.7 2,243.1
Investment Properties - net 431.9 438.1 227.5
Other Assets - net 786.2 e 522.0 492.3
37,028.2 34,517.6 33,177.8
LIABILITIES AND STOCKHOLDERS® EQUITY
Bills Payable 25,857.7 23,889.6 22,564.9
Accounts Payable, Accrued Interest and Other
Liabilities 498.6 422.7 390.2
Lease Deposits 5,499.7 4,982.6 5,212.6
y 31,856.0 29.294.9 2B8,167.7
Stockholders’ Equity
Capital Stock 2,225.2 2,225.2 2,225.2
Additional Paid-in Capital 571.1 571.1 571.1
Retained Earnings 2,335.0 2.343.0 2,174.7
Unrealized gain/(loss) on available-for-sale investn 159.0 201.4 - 156.1
OCI - Actuarial Gain/{Loss) (36.2) (36.2) (35.1)
Treasury Stock (B1.8) (81.8) (B1.8)
5,172.2 5,222.7 5,010.2
37,028.2 34,517.6 33,177.8_




BDO LEASING & FINANCE, INC. AND SUBSIDIARY

(A Subsidiary of BGC Unibank, Inc.)
STATEMENTS OF INCGME

In Miliions

For the nine months ended

September 30, September 30,

2016 2015
INCOME
Interest and discounts i,306.2 1,146.9
Rent 668.8 590.9
Service fees & other income 148.1 153.0
2,:123.1 1,890.8
EXPENSES
Interest and financing charges 501.6 417.1
Cccupancy and equipment-reiatad expenses 46.8 40.9
Depreciation Expense - Operating Lease 27.0 473.0
Compensation and fringe benefits 162.4 140.1
Taxes and licenses 180.3 143.3
Provisicn for impairment and credit losses 42.5 b6.7
Litigation/assets acquired expenses Z1 k 6.0
Miscellaneous Expense 79.0 69.9
1.542.7 1,357.0
INCOME BEFORE INCOME TAX 580.4 533.8
PROVISION FOR INCOME TAX 155.9 146.5
NET INCOME 424.5 387.3
BASIC EARNINGS PER SHARE** 0.20 0.18
DILUTED EARNINGS PER SHARE** 0.20 0.18
#* NET INCOME DIVIDED BY THE TOTAL NUMBER OF OUTSTANDING SHARES AS OF
CUT-OFF DATE:

NET INCOME 424.5 387.3

DIVIDED BY OUTSTANDING SHARES 2,162.5 2,162.5

EPS(Basic and Diluted) 0.20 0.18



BDO LEASING & FINANCE, INC. ArD SUBSIDIAEY
(A Subsidiary of EDO Unibank, Inc.)

STATEMENTS OF iNCOME
In Miilions
For the three months endad Septeimber 30, September 30,
2016 2015
INCOME
Interest and discounts | 443.0 397.1
Rent . 223.2 2111
Service fees & other income 49.9 48.8
716.1 657.0
EXPENSES
Interest and financing charges 171.6 147.1
Occupancy and equipment-related expenses 14.8 14.2
Depreciaticn Expense - Operating Lease 179.4 169.3
Compensation and fringe benefits 56.6 47.6
Taxes and licenses 55.9 50.2
Provision for impairment and credit losses 12.5 16.7
Litiyation/assets acquired expenses 0.8 0.9
Miscellaneous Expense Ly 23.1 25.0
518.7 471.0
INCOME BEFORE INCOME TAX 197.4 186.0
PROVISION FOR INCOME TAX 54.5 49.4
NET INCOME 142.9 136.6
BASIC EARNINGS PER SHARE** 0.07 0.06
DILUTED EARNINGS PER SHARE** 0.07 0.06

** NET INCOME DIVIDED BY THE TOTAL NUMBER OF OUTSTANDING SHARES AS OF

CUT-OFF DATE:
NET INCOME 142.9 136.6
DIVIDED BY OUTSTANDING SHARES 2,162.5 2,162.5

EPS(Basic and Diluted) 0.07 © 0.06



BDO LEASING & FINANCE, INC. AND SUBSIDIARY
(A Subsidiary of BDO Unibank, Inc.)
STATEMENTS OF COMPREHENSIVE INCOME

In Millions
Ear the nine months ended September 30, Sentemnber 30,
2016 2015
NET INCOME 424.5 387.3
OTHER COMPREHENSIVE INCOME
Unrealized Fair Yalue Gain/(Loss) on AFS-net (42.4) 155

TOTAL COMPREHEMSIVE INCOME/(LOSS) 382.1 402.8




BDO LEASING & FINANCE, INC. AND SUBSIDIARY
(A Subsidiary of BDO Unibank; Inc.)
STATEMENTS OF CCMPREHENSIVE INCOME

In Millions
For the three months ended September 30, September 30,
2016 2015
NET INCOME 142.9 136.6
OTHER COMPREHENSIVE INCOME
Unrealized Fair Value Gain/(Loss) on AFS-ne (79.4) (108.1)

TOTAL COMPREHENSIVE INCOME/{LOSS) 63.5 28.5

e _ .



BDO LEASIMG AND FINANCE, INC. AND SUBSIDIARY
(A Subsidiary of BDO Unibank. Inc.)

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

In Miilions

v

Unrealized Fair

Value Gain(loss)

i on Available for
additional Paid- Treasury Stock, Saie Financial  OCI - Actuarial
Capital Stock in Capital at Cost Retained Earnings Assets Gain/({Loss)  Net Equity

Freferred - P10 par valug £2,603,718 shares

Authorized and unissued - 200,000 shares

Common = P par value

futhorized - 3,400,000,000 shares

Issued - 2,225,16%,030 sharas
Balance as of Jan 1, 2015 2,225.2 5711 (81.8) 23430 014 (36.2) 52227
Totz! Comprehensive Income (loss) 424.5 (42.9) . 3§l
Cash Dividends _ {432.5) [432.5)
Balance as of September 30, 2016 2,225.2 5711 (81.8) 2,335.0 159.0 (36.2) 51722
Balance as of Jan 1, 2015 2. 115.2 5711 {(B1.B} 2,165.8 140.6 r35.1)  4,985.4
Total Comprehedisive Income (loss) 387.3 15.5 4028
Cash Dividends = {378.4) (3784)
Balance as of Sentember 30, 2015 2,225.2 571.1 (B1.8) 2,174.7 156.1 (35.1) 5,010.2

-



800 LEASING AND FINANCE, INC. AND SUBSIDIARY
(& Subsidiary of BDO Unibank, Inc.)

STATEMEMTS OF CHANGES IN STOCKHOLDERS' EQUITY

In Millions

For the three months ended

Unrealized Fair
Value Galnfloss)
on Availabla for

Additional Paid- Treasury Stock, Lale Financial OCT - Actuarial
Canital Stock in Capital at Cost Retained Earnings Assots Gain/{Loss) Het Equity

Preferred - P100 par value 62,593, 7 LB shines

Authoriped and unssued - 200,000 shares

Comman - P1 par value

Authorized - 3,400,000,000 shares

fsmend - 2,225, 165,030 shares
Balance at the beginning of the quarter 12352 5711 (61.8) 2,192.1 238.4 {36.2) 5,108
Total Comprehensive Income (loss) 1425 {79.4) 3.5
Cash Dividends -
Balance September 30, 2016 2,235.2 5711 {BLE] 2,335.0 155.0 “{36.2) 51723
Balance at the beginning of the guarter 1,235.2 571.1 [81.8) 20381 254.2 {35.1) 49817
Totzl Comprehensive Income (koss) 135.6 (108.1) 28.5
Cash Dividends
Balance September 30, 2015 2,225.2 57i.1 {81.8) Z,174.7 156.1 (35.1) 50i10.2




BDO LEASING AND FINANCE, INC. AND SUBSIDIARY
STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS ENDED

September 30, 2016

“September 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments to reconcile income before income tax
Interest received
Interest income
Interest and financing charges paid

580,394,259

1,329,736,489
(1,306,151,235)
(503,708,057)

533,728,850

1,178,014,068
(1,146,931,299)
(394,956,129)

Interest and financing charges 502,199,139 420,337,384
Depreciation and amortization 544,525,892 489,811,525
Impairment and credit losses 42,500,000 66,666,667
Gain on sale of property and equipment and investment properties (15,416,956) (6,634,659)
Day one loss (gain) 2,049,460 {55,690}
Operating profit before changes in operating assets and liabilities 1,176,128,989 1,139,980,715
Increase in loans and other receivables (2,371,117,309) (3,072,884,574)
Increase in other assets (55,558,681) (65,767,064)

Increase (decrease) in accounts payable and other liabilities
Increase in lease depaosits

73,475,346
515,755,780

(45,024,816)
1,019,432,359

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

(661,315,875)
(97,309,420)

(1,024,263,381)
(106,200,249)

Net cash provided by (used in) operating activities

(758,625,294)

(1,130,463,630)

CASH FLOWS FROM INVESTING ACTIVITIES

Net disposal (acquisition) of investment properties & equity investment (271,200,377) 92,643,972
Proceeds from disposal of property and equipment 48,880,927 46,546,647
Met disposal (acquisition) of available for sale investment 13,929,750 (926,372,000)
Met acquisitions of property and equipment {507,909,867) (750,158,930}
Net cash used in investing activities {716,299,567) (1,537,340,311)

CASH FLOWS FROM FINANCING ACTIVITIES
Net availments of bills payable

Cash dividends paid

Acquisition of Treasury Stocks

1,972,159,553
(432,495,062)

2,889,813,477
(378,433,178)

1,539,664,491

2,511,380,299

Net cash provided by (used in) financing activities
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS 64,739,630 (156,423,642)
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR 332,326,857 417,703,875

CASH AND CASH EQUIVALENTS AT
END OF THE QUARTER

397,066,487

261,280,233




BDO LECASING AND FINANCE, INC. AND SUBSIDIARY
STATEMENT OF CASH FLOWS
FOR THE THREE MONTH PERIOD

September 313,3315

September 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax 197,314,087 185,854,434

Adjustments to reconcile income before income tax
Interest received 466,746,424 408,479,979
Interest income (442,933,312) (397,131,048)
Interest and financing charges paid {187,769,352) {130,971,005)
Interest and financing charges 172,836,310 147,122,482
Depreciation and amortization 185,623,272 174,803,391
Impairment and credit losses 12,500,000 16,666,667
Gain on sale of property and equipment and investment properties (B,459,790) (2,471,101)
Day one loss (gain) 442,536 1,233,271

Operating profit before changes in operating assets and liabilities 396,300,176 403,587,079

Increase in loans and other receivables
Increase in other assets

(1,403,139,107)
264,276,482

(1,431,700,770)
(1,090,095)

Increase (decrease) in accounts payable and other liabilities 25,917 635 (18,760,876)

Increase in lease deposits 204,761,902 424,603,436
Net cash provided by (used in) operations {511,882,912) (623,361,225)
Income taxes paid (14,009,643) {50,153,143)
Nel cash provided by (used in) operating activities (525,892,555) (673,514,368)
CASH FLOWS FROM INVESTING ACTIVITIES
Net disposal (acquisition) of investment properties & eguity investment (277,440,459) 15,873,657
Proceeds from disposal of property and equipment 33,108,432 (59,110,292)
Net acquisition of available for sale investment - {926,372,000)
Net acguisitions of property and equipment (190,797,095) {117 665,361)
Met cash used in investing activities (435,125,122) (1,087,273,996)

~ T

CASH FLOWS FROM FINANCING ACTIVITIES
Met availments of bills payable 910,819,561 1,819,861,589
Cash dividends paid 3 5
Acquisition of Treasury Stocks = .
Net cash provided by (used In) financing activities 910,819,561 1,819,861 589
MET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS {50,202,115) 59,073,225
CASH AND CASH EQUIVALENTS AT

BEGINNING OF THE QUARTER 447,268,602 202,207,008
CASH AND CASH EQUIVALENTS AT

357,066,487 261,280,233

END OF THE QUARTER




Item 2. MANAGEMENT'S DISCUSSIGN_ANHD ANALYSIS OF FINANCIAL CONDITION ARD
RESULTS OF OPERATIONS

September 2016 Compared to September 2015

The company registered P425 million in net income for the three quarters endina September
2016.

Gross revenues amounted to P2.1 billion, an increase of 12% from P1.9 billion last year. This
was due to income from Investment Property - Land under Operating Lease, as well as a hike in
volumes from financial leases. Overall, Loans & Other Receivables grew by 12% year on year to P29.8
billion from last year.

The portfolio growth was primarily funded by a 15% year-on-year increase in Bills Payable.
Consequently, interest and financing charges rose 20% to PSCZ million.

The company set aside P43 million as provision for credit and impairment losses bringing its
NPL cover to 101%.

Occupancy and equipment related expenses increased 14% to P47 million. Depreciation
Expense-Operating Lease went up 11% to P527 million due to an increase in Operating Lease bookings
in the latter part of 2015.

Litigation/assets acquired expenses decreased 48% to P3 million owing to lower maintenance
expenses on acquired assets.

Total assets expanded 12% vyear-on-year to P37.0 billion, mainly due to the growth in net
loans and other receivables. The Company’s net lease portfolio climbed 6% or P1.0 billion while net
non-lease portfolio went up by 20% or P2.2 billion. Property, Plant and Equipment-net decreased 3%
or P78 million.

-

Cash & cash equivalents went up by 52% or P136 million as the Company increased liquidity to

service anticipated loan releases. Available for Sale investments likewise went up 4% to P3.5 billion.

Net investment properties rose to P432 million from P228 million, due to purchase of land for '
an Operating Lease. Other Assets increased year-on-year to P786 million from P492 million mainly due
to the Joint Venture Agreement with Mitsubishi entered into by BDOLF. The joint venture is named
MMPC Auto Financial Services Corp.

Bills Payable increased to P25.9 billion to finance the increasing volume of BLFI's portfolio,

Accounts Payable, accrued expenses and other liabilities increased P108 million year-on-year
due to increase in outstanding check payments to supplier/dealers.

Lease deposits went up from P5.2 billion in September 2015 to P5.5 billion, consistent with
growth in volumes.

Stockholders’ equity stood at P5.2 billion.



Thna Company’s five (5) key performance indicators aie as follows:

Septeinher 2016 Septemuer z015

Current Ratio 0.42:1 0.45:1
Quick asset ratio 0.41:1 0.45:1
Debt ta Equity Ratio 6.16:1 5.62:1
Met Profit Margin 19.59% 20.48%
Return on Equity 11,12% 10.53%

Formulas used:

Current ratio - Current Assets over Current Liabilities
Quick assets ratio = Quick assels over Current Liabilities
Debt to equity = Total Liabilities over Total Stockholders” Equity

Net profit margin = Met income over Gross Revenues
Return on ave. equity Annualized Net income over Ave. Stockholders’ Equity

Related Party Transactions
(Amotnts in Mitlions of Philiopine Pesos)

In the ordinary course of business, the Group enters into transactions with BDO Unibank and
other affiliates. Under the Group’s policy, these transactions are made substantially on the
same terms as with other individuals and businesses of comparable risks.

The Group’s and Parent Company’s related parties include BDO Unibank and affiliates as
described below.

The summary of the Group’s significant transactions with its related parties in September 30,
2016, December 31, 2015 and September 30, 2015 are as follows:

Amount of Transaction _
September December 31, Seplember
Related Party Category Note ag, 2016 2015 30, 2015
Ultimate Parent Company
(BDO Unibank)-

Interest expense on Bills Payable (b) 31.6 997 76.5
Rent Expense (d) 74 8.8 7.4
Management fees (&) 1.8 2.4 1.8
Subsidiary (BDO Rental)
Service fees (c) - 6.9 3.4
Rent Income {d) 0.3 0.4 ' 0.3
ianagement fees (2} 0.3 0.4 0.3

Affiliate (BDO Capital)
Service and charges fees (f) 3.3 4.0 3.3



Qutstanding Balance

September December 31, September
Relatad Party Catenory Note 30, 2016 2015 30, 2015

Parent Company

(EDO Unibank)
Bills Payable {s)] 1,278.5 3.250.2 34702
Subsidiary (BDO Rental)
Deposit for future stock subscription (i) 46.9 45.9 =
Key Management Personnel
Loans to Officers ()] 8.1 50 36

A) The Group maintains savings and demand deposit accounts with BDO Unibank. As of
September 30, 2016, December 31, 2015 and September 30, 201%, savings and demand deposit
accounts maintained with BDO Unibank are included under Cash and Cash Equivalents account in the
statementls of financial position. Interest income earned on deposits in September 30, 2016, December
31, 2015 and September 30, 2015, is included under Interest and Discounts as part of Revenues in the
statements of comprehensive income.

g) The Group obtains short-term borrowings from BDO Unibank. Tha amount outstanding from
borrowings as September 30, 2016, December 31, 2015 and September 30, 2015 is presented under
Bills Payable account in the statements of financial position. Interest expense incurred on these bills
payabiz September 30, 2015, December 31, 2015 and September 30, 2015, is included under Interest
and financing charges account as part of Operating Costs and Expenses account in the statements of
comprehensive income.

c) On January 4, 2010, the Parent Company and BDO Rental entered into a Service Agreement
whereby BDO Rental will handle the collection of certain factored receivables of the Parent Company,
for a fee as agreed by the Parent Company and the sellers of the factored receivables. Under the
Service Agreement, BDO Rental shall perform the monitoring of the payment due dates of the factored
receivables, remit to the Parent Company all collections made and send monthly statement of accounts
to customers. The related expense charged to the Parent Company based on the Service Agreement is
included under Other Operating Costs and Expenses in the Parent Company's statements of
comprehensive income, There is no outstanding intercompany payable or receivable from this
transaction as of September 30, 2016, December 31, 2015 and September 30, 2015.

D) The Parent Company leases its head office premises and certain branch offices from BDO
Unibank for terms ranging from one to five years, renewable for such period and under such terms and
conditions as may be agreed upon between the Parent Company and BDO Unibank. Related rent
expense incurred in September 30, 2016, December 31, 2015 and September 30, 2015, is presenied as
part of Occupancy and eguipment-related expenses under Operating Costs and Expenses account in
the statements of comprehensive income. On the other hand, the Parent Company charges BDO
Rental for the spaces that the latter occupies in the head office premises. Rent charged fo EDO Rental
in 2016 and 2015 is presented as part of Other Income in the statements of comprehensive income.
There is no outstanding receivable or payable on these transactions as of the end of September 30,
2016, December 31, 2015 and September 30, 2015.



E) In 2012, the Parent Company entered into a service level agreement with BDO Unibank
wherein BDO Unibank will charge the Parent Company for ceriain management services that the
former provides to the latter. Managemient faas paid by the Parent Company to BDO Unibank is shown
as part of Other Operating Costs and Expenses in the 2016 statement of comprehensive income. Also,
the Parent Company charaes BDO Rantal for the management services it renders to BDO Rental. This
is presented as part of Other Income in the 2015 statement of comprehensive income of the Parent
Company. There is no outstanding receivable or payable on these transactions as of the end of
Septernber 30, 2016, December 31, 2015 and September 30, 2015.

F The Parent Company engaged the services of BDO Capital and Investment Corporation (BDO
Capital), a wholly owned subsidiary of BDC Unibank for underwriting services related to the Parent
Company's issuance of bills payable in 2013. Proiessional fees paid by the Parent Company to BDO
Capital related to this transaction is included as part of Other Operating Costs and Expenses in the
September 2016 and 2015 statement of comprehensive income. There is no outstanding payable
related on this transaction as of the end of September 30, 2016, December 31, 2015 and September
30, 2015.

G) The Group also granted loans to officers in 2016 and 2015.

H) In 2015, BDO Rental received cash from the Parent Company as subscription payments fo the
increase in authorized capital stock representing 25% of the total subscribed capital stock. BDO Rental
5 still in the process of filing its application for the increase in authorized capital stock with the SEC

Commitments and Contingencies

In the ordinary course of business, the company may incur contingent liabilities and
commitments such as guarantees and pending litigation arising from normal business transactions
which are not shown in the accompanying firancial statements. Management does not anticipate
significant losses from these commitmenis and contingencies that would adversely affect the
company’s operations.

Economic Events

Management is continuously evaluating the current business climate and the impact of recent
economic events on the present operations of the company. As the need arises, the company will
recognize related effects in the ensuing financial statements.

Risk Factors

We assessed the financial risk exposure of the company and subsidiaries particularly on
currency, interest, credit, market and liquidity risks. There were no changes that would materially
affect the financial condition and results of operations of the company.

Risk Management of the company's cradit risks, market risks, liquidity risks, and operational
risks is an essential part of the Company's organizational structure and philosophy. The risk
management process is essentially a top-down process that emanates from the Board of Directors. The
Board approves the overall institutional tolerance for risk, including risk policies and risk Philosophy of
the Company.

| 6



Plars for the Next Quarter

. We will continue to extensively market our products thiu BDO Leasing & Finance's
branches. Additionally, we will use the extensive tranch network of B2O Unibank, Tnc,
to coost referrals and ultimately our business volumes.

5 We will aggressively tap the existing corporate accounts of the BDO Institutional
Banking Group for possible lease requirements,

. We will continue to develop equipment vendor/supplier tie-ups to expand our market
presence and ciientéie base, i

u We will continue to expand and optimize our sources of funds to match our asset
growth and help manage our funding costs by effectively utilizing the authority granted
by the Securities and Exchange Commission for BDO Leasing to issue P25 Billion Short
Term Commercial papers.

. We will continue to control operating expenses to ensure that these remain at a level,
which is attuned with our business volumes,

. We will continue to pursue process improvements to improve our services to our
various stakeholders,

. Marketing plantiiia will increase, both in Metrg Manila and in our provincial branches to
sustain double-digit growth in Totai Assets, particularly Lease/Loan Partfolio.

PART II--OTHER INFORMATION
SRl LU nER INFORMATTION

Nothing Lo report.

B.

ITEM 1-7

Explanatory comments about the seasonality or cyclicality of interim operations;
The Company is not affected by seasonality or cyclicality factors when it comes to

interim financial reporting since there are no products or services that are
seasonal,

The nature and amount of items affecting assets, liabilities, equity, net income, or cash flows
that is unusual because of their nature, size, or incidents.

None,



I

e nature and amount of changes in estimates of amourits reported in prior inteiim periods
of the current financial year or changes in estimates of amounts reported in prior financial
years, if those changas have a material effect ir the current interim period.

None.
Issuances, repurchases, repayments of debt and equity securities;

For the third quarter of 2016, the Company has issued bills payabie amounting to
P23,939.0M and made tofa! payments on itc bills payzsbla amounting te
P24,389.3M.

Dividends paid (aggregate or per share) separately for ordinary shares and other
shares.

On February 24, 2016, the BOD approved the declaration of cash dividends at
P0.20 per share, amounting to P432.5 millicn. The dividends were declared in
favor of stockholders of record as of March 11, 2016 and said dividends were paid

subseguently on March 30, 2016.

There were no dividends paid on other shares as the Company cnly has common
shares as outstanding stock.

Segment revenue and segment result for business segments or geographical
segments.

Please see attached.

Material events subsequent to the end of the interim period that have not been
reflected in the financial statements for the interim period.

None.

The effect of changes in the composition of the issuer durlng the interim period,
including business combination, acquisition or disposal of Subsidiaries and long-term

investments.

On January 28, 2016, the Company entered into a joint venture agreement
with Sojitz Corporation, JACCS Co.,, Ltd and Mitsubishi Motors Philippines
Corporation (MMPC). The joint venture is to be named MMPC Auto Financial
Services Corp. (MAFS) and is to be 40% owned by the Company for a capital
contribuition of F300.0 million. MMPC Auto Financial Services Corp was
incorporated and registered with the Securities and Exchange Commission on
May 31, 2016. Its primary purpose is to provide financing services to individual
and corporate buyers of Mitsubishi vehicles. The investment in MAFS is accounted
for using the equity method in the interim financial statement.
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The summaiized financial izforimation foit MAFS as of Scpteinber 20, 2016 is
shown below.

Curi=nt Assets 708.4
Non Curient Assets 30.5
Total Assets 738.9
Current Liabilities 9.3
Non Currant Li;hilitiesr -
Total Liabilities 9.3
Net Loss 20.5

A reconciliation of the above summarized financial information to the carrying
amount of investmert in MAFS is shown below:

Net Assets of MAFS 7296
Proportion of ownership

interest of BDOLF 40%
Carrying Amount of Investment 291.8

MAFS has started its commercial operation in September 30, 2016 and has
incurred pre-operating expenses amouniing to P20.5 millicn. The Company’s
share in MAFS' net loss amounted to P8.2 million which is presented as part of
Service fee & other income in the 2016 statement of income. MAFS is a private
company and there are no quoted prices available for its shares of stock.

2 Changes in contingent liabilities or contingent assets.
None e
K. Existence of material contingencies and any other events or transactions that are
material to an understanding of the current interim period.
None
ITEM 2
Ma ment's Discussion and Analysis {(MDA) of Financial Condition

and Results of Operations [(Part III, Par. (A)(2)(b)]

3. Discussion and analysis of material event/s and uncertainties known to ‘management
that would address the past and would have an impact on future operations of the
following:



Any known frends, demands. Commicments, events or uncertainties that wil fave a
material iinpact on the jssuer’s liguidity.,

None

Any events that will trigaer direct or contingent financial obligation that js material to the
company, including any default or acceleration of an obligation:

None

All material off-balance sheet lransactions, arrangements, obligations (ncluding contingent
obligations), and other reigtionships of the company with unconsolidated entities or otfier
persons created during the reporting period.

None

Any materisl commitments for capital  expenditure,  the general purpose of such
commitments and the expected sources of funds for such expenditures.

Nornie

Any known trends, events or uncertainties that have had or that are reasonably expected to
have a material favorable or unfavorable impact on net sdles / revenues / income from
conbnuing gperations.

None

Any significant elements of jncome or loss that did not arise from the issuers continuing
operations,

None

Any seasonal aspects that had a material effect on the financial condition or results of
aperations,

None

'\rI



EDO LEASING & FINANCE, iNC. AMD SUBSIDIARY
SEGMENT iNFORMATION

For the nine months ended September 30, 2016
iin millions)

Leasing Financing Others Total
Gross income '1,285.2 611.9 225.9 2.123.1
—_—,—————— = —— e
Segment revenues 1,285.2 611.9 22549 21231
Segment expenses 933.8 444.6 164.2 1,542.7
Segment results 3513 167.3 61.8 580.4
Income tax expense 155.9
Net Income 424.5
Segment assels - net 18,907.8 12,852.4 31.760.2
Unallocated assets 5,268.0
Total Assets 37,028.2
Segment liabilities 17,564.8 13,7926 - 31,3574
Unallocated liahilities 4588.6
Total Liabilities 31,856.0




SiGNATUREE

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this

report (September 2016 SEC Form 17-Q Repoit) to be signed on its behalf by the undersigned
thereunto duly authorized.

BDO LEASING & FINANCE, INC.
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ROBERTO E. LAPID
PRESIDENT
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Mﬂﬁl ISA B. KAPUNO

VICE PRESIDENT/COMPTROLLER

October 17, 2016
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