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Leasing

NOTICE OF ANNUAL STOCKHOLDERS' MEETING
Dear Stockholder:

Please be informed that the Annual Meeting of the Stockholders of BDO LEASING AND
FINANCE, INC. (the “Corporation”) will be held on April 22, 2015, Wednesday, at 10:00 a.m. at
the Francisco Santiago Hall, Mezzanine Floor, South Tower, BDO Corporate Center, 7899: Makati AvETl
Makati City, Metro Manila. B G

The Agenda of the meeting is as follows:

L Call to order
I. Certification of notice and determination of existence of quorum _
III.  Approval of the minutes of the annual stockholders’ meeting held on Aprif 23, 2014

. President’s Report and approval of the Audited Financial Statements of the Corporation
as of December 31, 2014 ' _ '

<

Open Forum

V1. Approval and ratification of all acts and proceedings of the Board of Directors, the Board
Committees and Management during their respective term of offices ’

VIi.  Election of the Board of Directors

VIII. Appointment of External Auditor

IX.  Amendment of Third Article of the Articles of Incorporation of BDOLF
X Other Business that may properly be brought before the meeting

Xi. Adjourmnment

Each agenda item is explained in the Definitive Information Statement ("DIS”), with brief details
and rationale in attached Annex “A”.

The stackholders of record as of March 5, 2015 are entitled to notice of, and to vote at, this
year’s Annual Meeting. Stockholders unable to attend the Annual Meeting in person may execute and
deliver a proxy. Proxies shall be submitted on or before April 12, 2015 addressed to the atbention of
the Corporate Secretary. Validation of proxies is set on April 16, 2015, 12:00 noon at BDO Corporate
Center, 7899 Makati Avenue, Makati City. For reference only, stockholders may opt to use -the proxy
form which may be downloaded in the Corporation’s website. , ’

Registration will begin at 8:00 a.m. and close at 9:50 a.m. or immediately before the start of the
meeting. Please bring this notice and any form of identification, such as passport, driver’s license, or any
other govemment-issued 1D to facilitate registration.

JOSEPH JASON M. NATIVIDAD

BDO Leasing & Finance, Inc.
Corporate Secretary

BDO Leasing Centre

Corinthian Gardens, Ortigas Avenue
Guiezon City, Philippines

Tel +63(2) 635 6416

Fax +63(2) 635 581], 635 5805, 635 3898
We find ways’

www.bdo.com.ph
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ANNEX “A”

AGENDA
DETAILS AND RATIONALE

Call to order. The Chairperson, Ms. Teresita T. Sy, will formally open the 2015 Annual
Stockholders’ Meeting of BDO Leasing and Finance, Inc. (the “Corporation”).

Certification of notice and determination of existence of quorum. The Corporate
Secretary, Atty. Joseph Jason M. Natividad, will certify that copies of the Notice of this
Meeting have been duly sent to all stockholders of record as of March 5, 2015, and will
attest whether a quorum is present for the valid transaction of the Annual Stockholders’
Meeting and all the matters included in the Agenda.

Approval of the minutes of the annuai stockholders’ meeting held on April 23,
2014. Copies of the Minutes are available for examination during office hours at the Office
of the Corporate Secretary and at the Corporation’s website
https:/fwww.bdo.com. ph/business/leasing-financing/about-us/company-disclosures. Stockholders will be
asked to approve the Minutes. Below is the text of the proposed resolution:

“RESOLVED, That the Stockholders of BDO Leasing and
Finance, Inc. approve, as they hereby approve, the Minutes of
the Annual Stockholder’s Meeting held on April 23, 2014."

President's Report and approval of the Audited Financial Statements as of
December 31, 2014 (AFS). The Report presents a summary of the performance of the
Corporation for the year 2014. It includes the highlights of the AFS of the Corporation which
is incorporated in the Definitive Information Statement. Copies of AFS are submitted to the
Securities and Exchange Commission and Bureau of Internal Revenue.

Open Forum. Every Stockholder, after identifying himself/itself, may raise any relevant
question or express any appropriate comment.

Approval and ratification of all acts and proceedings of the Board of Directors, the
Board Committees and Management during their respective term of offices. All
actions and proceedings, including approvals of significant related parties’ transactions, of
the Board of Directors, the Board Committees, and the Management of the Corporation from
the last Annual Meeting of the Corporation held on April 23, 2014 will be presented to the
stockholders for their approval and ratification. These collective acts are the main keys to
the successful performance of the Corporation in 2014.

Election of Directors. The Chairman of the Nomination Committee will present to the
stockholders the nominees for election as members of the Board of Directors of the
Corporation, including the independent directors. The nomination period is February 20 to
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March 6, 2015. The profiles of the nominees to the Board of Directors are o be provided in
the Definitive Information Statement for reference of the stockholders.

The stockholders will cast their votes for the nominees they want to elect to the Board of
Directors of the Corporation. The tabulation and validation of votes will be conducted by the
Office of the Corporate Secretary or an independent party to be engaged by the Corporation.

Appointment of External Auditor. The Board Audit Committee of the Corporation would
accept and screen the nominees for external auditor of the Corporation. It will make the
appropriate recommendation on the appointment of one auditing firm as external auditor of
the Corporation. The recommended external auditor will be presented to the stockholders
for their approval.

Amendment of the Third Article of the Articles of Incorporation. The amendment of
the Third Article of the Articles of Incorporation of BDOLF changing its. principal place of
business from “BDO Leasing Centre, Corinthian Gardens, Ortigas Avenue, Quezon City,

Philippines” to “The Podium, 12 ADB Avenue, Ortigas Center, Mandaluyong City, Philippines”.

Other Business that may properly be brought before the meeting. All other matters
that arise after the Notice of Meeting and Agenda have been sent out, or raised throughout
the course of the meeting, and which need to be presented to the stockholders for
consideration will be taken up under this item. Stockholders may raise such matters as may
be relevant or appropriate to the occasion.

- Adjournment. After consideration of all business, the Chairperson shall declare the

meeting adjourned. This formally ends the 2015 Annual Stockholders’ Meeting of the
Corporation. _



PROXY

KNOWN ALL MEN BY THESE PRESENTS:

That I/We, the undersigned stockholder(s) of BDO LEASING AND FINANCE, INC,,
a Philippine Corporation, do hereby nominate, constitute and  appoint
, as my/our true and lawful attorney or proxy, with
full power of substitution and revocation, ‘to represent me/us and vote all shares
registered in my/our name(s) on the books of said Corporation, at any and all regular or
special meetings of the shareholders of said Corporation or at any adjournment or
adjournments thereof, or any and all matters and things that may came at said meetings
or any adjournments thereof, as fully to all intents and purposes as I/We might or could
do if personally present, hereby revoking any proxy or proxies heretofore given to vote
such stock, and ratifying and confirming all that my/our above mentioned attorney or
proxy or his/her/their substitute(s), may do or cause to be done by virtue of these
presents.

. In case of the non-attendance of my/our said attorney or proxy above named or
his/her/their duly designated substitute(s) at any particular meeting, /We hereby
authorized and empower the Chairman of the meeting to fully exercise all rights as
my/our attorney or proxy at such meeting. The power and authority hereby granted shall
remain valid and effective until such time as the same is withdrawn by me/us through
notice in writing delivered to the Secretary before the date of any such meeting or
adjournment(s) thereof, or until the last day of the fifth year from the date hereof,
whichever comes first, but shall be deemed suspénded and inapplicable in instances.
where I personaily attend the meeting.

day of

IN WITNESS WHEREOF, I/we have hereunto set my/our hand(s) this
Lat__ , Philippines.

Printed Name and Signature of Stockholder

Address

THIS PROXY IS NOT REQUIRED TO BE NOTARIZED
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE

Check the appropriate box:
[ ] Preliminary Information Statement

[\/ ] Definitive Information Statement

Name of Registrant as specified in its charter:
BDO LEASING AND FINANCE, INC.

Country of Incorporation ot organization: Metro Manila, Philippines
SEC Identification Number: 97869
BIR Tax Identification Code: 000-486-050-000
Address of Principal Office: BDO Leasing Centre

Corinthian Gardens

Ortigas Avenue

Quezon City 1100

Registrant’s Telephone Number, Including Area Code: (632) 635-6416/635-5811
(632) 635-5805/635-3898

Date, titne and place of the annual meeting of the security holders:

Date - April 22, 2015 (Wednesday)
Time - 10:00 AM
Place - Francisco Santiago Hall

Mezzanine Floor, BDO Corporate Center
7899 Makati Avenue, Makati City

Approximate date on which the Information Statement is first to be sent or given to
security holders:
on or before March 27, 2015
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10.

11.

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the
RSA (Information on Number of Shares and Amount of Debt is Applicable Only to

Corporate Registrants):

Title of each Class

Common
Total

Short Term Commercial Paper
Long Term Commercial Paper
Total

Subscribed and Outstanding

No. of Shates Amount in Pesos

2,162,475,312 Php 2,162,475,312.00

2,162.475.312 Php 2,162,475,312.00

Authorized Qutstanding

Php 25,000,000,000.00  13,389,800,000.00
0.00 0.00

Php 25,000,000,000.00  13,389.800,000.00

Are any or all of registrant’s securides listed on a Stock Exchange?

Yes (V) No( ) Philippine Stock Exchange, Common Shares only
{not commercial papers)
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BDO LEASING AND FINANCE, INC.
INFORMATION STATEMENT

THIS INFORMATION STATEMENT IS BEING FURNISHED TO STOCKHOLDERS OF RECORD OF
BDO LEASING AND FINANCE, INC. AS OF MARCH 5, 2015 IN CONNECTION WITH THE ANNUAL
STOCKHOLDERS” MEETING. COPIES OF THE INFORMATION STATEMENT WILL BE FIRST SENT OR
GIVEN TO SECURITY HOLDERS ON OR BEFORE MARCH 27, 2015.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A, GENERAL INFORMATION
ITEM 1. DATE, TIME AND PLACE OF ANNUAL MEETING OF SECURITY HOLDERS

The Annual Stockholders” Meeting of BDO Leasing and Finance, Inc. (the “Company”} or the
“Registrant”) for 2015 will be held on Aprl 22, 2015, Wednesday, at 10:00 in the morning at the
Francisco Santiago Hall, Mezzanine Floor, BDO Cotporate Center, 7899 Makati Avenue, Makat City,
Philippines.

COMPLETE MAILING ADDRESS OF PRINCIPAL OFFICE OF REGISTRANT

The Company’s complete mailing address, principal address and principal office is at the BDO Leasing
Centre, Corinthian Gardens, Ortigas Avenue, Quezon City.

ITEM 2. DIiSSENTER’S RIGHT OF APPRAISAL

The Company respects the inherent rights of shareholders in accordance with law. The Company
recognizes that all shareholders should be treated fairly and equally whether they are controlling or
minotity, local or foreign. To ensure this, the By-Laws of the Company provides that all shares of each
class should carry the same sights, and any changes in the voting rights shall be approved by them.

When 2 proposed corporate action would involve a substantal and fundamental change in the Company
in the cases provided by law, a stockholder may exercise his appraisal rights. Puzsuant to Section 81 of
the Corporation Code of the Philippines {the “Corporation Code”), a stockholder may exercise his
appraisal right by dissenting on any of the following corporate actions and demanding payment of the fair
value of his shares:

(1)  amendment to the articles of incorporation that has the effect of changing or restricting the
rights of any stockholder or class of shares;

(2)  amendment to the articles of incorporation that has the effect of authorizing preferences in any
respect superior to those of outstanding shares of any class;

(3) amendment to the arficles of incorporation that either extends or shortens the term of
corporate existence;

(4)  in case of lease, exchange, transfer, mortgage, pledge or other disposition of all or substantially
all of the corporate property and assets as provided in the Corporation Code; or

(5)  in case of merger or consolidation.
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The procedute for the exercise of a stockholder’s appraisal right is as follows:

O]
)

3)

)

©)

)

&

A stockholder shall have dissented to such corporate action;

Within thirty (30) days after the date on which the vote was taken, the dissenting stockholder
shall make a written demand on the Company for payment of the fair value of his shares.

Failure to make the demand within such period shall be deemed a waiver of the appraisal right.

Within ten (10) days after demanding payment for his shares, the dissenting stockholder shall
submit to the Company the certificate(s) of stock representing his shares for notation thereon
that such shares are dissenting shares. His failure to do so shall, at the option of the Company,
terminate his appraisal rights.

No demand for payment as aforesaid may be withdrawn by the dissenting stockholder unless the
Company consents thereto.

If the corporate action is implemented or effected, the Company shall pay to such dissenting
stockholder, upon surrender of the certificate(s) of stock representing his shares, the fair value
thereof as of the day prior to the date on which the vote was taken, excluding any appreciation
or depreciation in anticipation of a merger if such be the corporate action involved.

If within a period of sixty (60) days from the date the corporate action was approved by the
stockholders, the dissenting stockholder and the Company cannot agree on the fair value of the
shares, it shall be appraised and determined by three (3} disinterested persons, one of whom
shall be named by the stockholder, another by the Company, and the third by the two (2) thus
chosen.

The findings of 2 majority of the appraisers shall be final, and their award shall be paid by the
Company within thirty (30) days after such award is made. No payment shali be made to any
dissenting stockholder unless the Company has unrestricted retained earnings in its books to
cover such payment.

Upon payment of the agteed or awarded price, the stockholder shall forthwith transfer his
shares to the Company.

There are no matters to be taken up in the stockholders” meeting which would warrant the exercise of an
appraisal tight. The proposed amendment to the Third Article of the Company’s Articles of Incorporation changing the
principal place of business of the Company from “BDO Leasing Centre, Corinthian Gardens, Ortigas Avenne, Quezon
City, Philippines” to “The Podium, 12 ADB Avenue, Ortigas Centsr, Mandaluyong City”™, will not entitle a dissenting
shareholder to exervise ity appraisal vight as the same does not fall within any of the cases enumerated under Section 81 of the
Corporation Code.

ITEM 3. INTEREST OF CERTAIN PERSONS IN OR OPPOSITION TO MATTERS TO BE ACTED UPON

The Registrant is not aware of any substantial interest, direct or indirect, by security holdings or otherwise,
of any director of the Registrant, nominee for election or associate of any of the foregoing in any matter
to be acted upon, other than the election to office. No information has been given to the Registrant by
any of its directors of his intention to oppose any action to be taken by the Registrant at the meeting,
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B.

CONTROL AND COMPENSATION INFORMATION

T'TEM 4. VOTING SECURITIES AND PRINCIPAL HOLDERS THEREQF

The number of shares outstanding and entitled to vote in the stockholders' meeting is 2,162,475,312
shates. The record date for purposes of determining stockholders entitled to vote in the meeting is

March 5, 2015, The Company has no class of shares other than common shares.

In the election of directors, each stockholder entitled to vote may cumulate and distribute his votes in
accordance with the provisions of the Corporation Code. There are no conditions precedent for the

exercise of the cumulative voting rights in the election of directors.

SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL OWNERS AND MANAGEMENT
ARE AS FOLLOWS!:

(1) Owners of more than 5% of voting securities as of February 28, 2015:

BDO Uaibank, Inc.®

(formerty Banco De Ore Unibank,
Inc}

BDO Corporate Center

Common 7899 Makau Avenue, Makati City Filipinc 1,840,116,632 85.09%
BDQ Unibank, Inc. is the
parent company of the
Registrant
PCD Nominee Corp. . ecor
G/F Makad Stock Exchange No stockholder Filipmo 232,711,118 16.76%
Building, 6767 Ayala Avenue, owns more than
Makati City 5% of the
Common ? ) .
companys votung
PCD Nominec hasno secanies Foreigner 538,955 0.02%
refadonship with the Registeane
except as stockholder.

Ms. Teresita T. Sy or Mr. Nestor V. Tan, Chairperson and President & Chief Executive Officer,
respectively, of BDO Unibank, Inc. (“BDO Unibank” or the “Parent Company™) will vote on behalf
of the Parent Company.
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*BDO Unibank, Inc. is owned by the following stockholders owning more than 5% as of
February 28, 2015:

Class |

‘Titleof 1L

Common

SM Investments Corporation
10th Floor, One E-com Center, Harbour
Drive, Mall of Asia Complex, CBP-I-A,
Pasay City

Filipino

1,463,657,368

40.87%

Common

PCD Nominee Corp.
374 Floor, The Eaterprise Center
Ayala Avenue, dMakati City

Foreign

1,218,397,772

34.03%

Common

 PCD Nominee Corp.
370 Floor, The Eaterprise Center
Ayala Avenue, Makati City

Filpmo

341,171,940

9.53%

Common

Multi-Realty Development Corporation
10% Floor L.V, Locsin Building
752 Avala Avenue, Makati City

Filipino

236,476,739

6.60%

Common

Sybase Equity Investments Corporation
10% Floor L.V. Locsin Building
6752 Avala Avenue, Makati City

Filipino

183,958,132

5.14%

TOTAL (COMMON)

3,443,661,951

96.17%

Preferred

Sybase Equity Investments Corporation
10% Floor L.V. Locsin Building
6752 Avala Avenue, Makat Ciry

Fiipino

391,400,000

76.00%

Preferred

SM Investinents Corporation
10th Flr, L.V, Locsin Bldg., 6752 Ayala
Avenue, Makai City

Filipino

123,600,000

24.00%

TOTAL (PREFERRED)

515,000,600

100.00%

(2) Security Ownership of Management as of February 28, 2015:

Following are the securities beneficially owned by directors and executive officers of the Company:

DIRECTORS:

of Benefici

Common gﬁﬁ;ﬁigﬁy 100 ) Filipino 0.0000046%
Common 5;?&:5&:‘;;655[ dent 100 (R Filipino 0.0000046%
Common | Jesse HL.T. Andres 100 (R} Eilipino 0.0000046%
Common Antonio M. Cotoco 115 (R} Filipino 0.0000053%
[ Common Ma. Leonocra V. De Jesus 100 R} Filipino 0.0000046%
Common Jeci A, Lapus 100 (R} Filipino 0.0C00046%
Common Luis 8. Reyes Jz. 100 (R} Filipino 0.0000046%
Common Nestor V. Tan 100 R Filipino 0.0000046%
Common Jesus G. Tirona 100 &) Filipino 0.0000046%
Common | Exequiel P. Villacorta, Jr. 100 (R) Filipino 0.0000046%
Common Walter C. Wassmer 100 (R} Filipino 0.0000046%
Total ' 1,115 ' 0.0000513%
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OFFICERS:

e i 5 Ng_
i -,,:C{EKS_S e P T et
Teresita T. Sy . o
Common Chairperson 100 (R) Filipino 0.6000046%
Roberto E. Lapid o o
Cominon Vice Chairman & President 100 (R) Filipino 0.0000046%
Rosario C. Crisostomo . o
Common Vice President 106,260 (R) | | Filipino 0.0049138%
Total 106,460 0.0049230%

The total number of shares owned by officers of the Registrant is 106,460 shares, which s equivalent to
0.0049230% of the total outstanding capital stock of the Registrant.

(3) Voting Trust holders of 5% or more:
There are no voting trust holders of 5% or more as of February 28, 2015.
{4) Changes in Control
There has been no change in control since the beginning of the Registrant’s last fiscal year.
ITEM 5. DIRECTORS AND EXECUTIVE OFFICERS

(1) The incumbent directors and executive officers of the Registrant and their respective
business experience inclusive of the last five (5) years are as follows:

TERESITA T. 8Y
CHAIRPERSON
64 YEARS OLD, FILIPINO

Ms. Sy was first elected ditector of BDO Leasing and Finance, Inc. in September 2005 and
cutrently setves as Chairperson of the Board. She was first elected to the board of BDO Unibank
in 1997 where she now sits as Chairperson. Concurtently, she serves as the Chairperson, Vice-
Chaitperson, and/or Director of vatious subsidiaries and affiliates of BDO Unibank such as
BDO Private Bank, Inc, BDO Capital & Iavestment Corporation, BDO Foundation, Inc,
Generali Pilipinas Holding Company, Inc,. Generali Pilipinas Life Assurance Company, Inc., and
Generali Pilipinas Insurance Co., Inc. Ms. Sy is the Vice-Chairperson of SM Investments
Corporation and adviser to the board of SM Prime Holdings, Inc. She also sits as Vice
Chairperson and/or Director of Multi Realty Development Corporation, Belleshare Holdings,
Inc. {formerly SM Commercial Properties, Inc), SM Mart, Inc, SM Retail, Inc, Prime
Metroestate Inc. (formerly Pilipinas Makro, Inc.), and First Asia Realty Development Corp. A
graduate of Assumption College, she brngs to the Board her varied expertise in banking &
finance, retail merchandising, mall and real estate development.

ROBERTOQ E. LAPID
VICE CHAIRMAN AND PRESIDENT
58 YEARS OLD, FILIPING

Mr. Roberto E. Lapid was elected as the Vice Chairman of BDO Leasing and Finance, Inc. on
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December 1, 2010, and was appointed as President on April 23, 2014, He is concurrently
President and Vice Chairman of the Boatd in a wholly-owned subsidiary, BDO Rental, Inc. He
was formetly the President of Equitable Exchange, Inc. and Vice Chairman/Director of EBC
Investments, Inc. (now BDO Strategic Holdings Inc.). He holds 2 Bachelor’s degree in Business
Administration from the University of the Philippines.

JESSE H.T. ANDRES
INDEPENDENT DIRECTOR
50 YEARS OLD, FILIPINOG

Atty. Jesse H.T. Andres was elected as Independent Director of BDO Leasing and Finance, Inc.
on September 20, 2005, and is presently 2 member of the Company’s Board Audit Committee,
Corporate Governance Committee, and Chairmaa of the Nomination Committee and the
Related Party Transactions Committee. Moteover, he is also serving as Independent Director of
Banco De Oro Savings Bank, Inc. (formedy Citibank Savings, Inc.). In September 2004, he was
appointed member of the Boatd of Trustees of the Government Service Insurance System
(GSIS) whete he also served as the Chairman of the Corporate Governance Committee. He was
also Chairman of the Board of GSIS Family Bank from June 2007 to October 2010. Since July 1,
2011, he is the Managing Partner of the Andtes Padernal & Paras Law Offices. He was also 2
Partner in the PECABAR Law Offices from 1996 to 2003 where he became Co-Head of the
Litigation Depattment in 2001. Previously, he was Senior Manager of the Philippine Exporters’
Foundation, and Boatd Secretary of GTEB, Department of Trade and Industry. Atty. Andres
holds a Bachelor of Arts Degree in Economics from the School of Economics, UP. Diliman, and
a Bachelor of Laws degree from the UP. College of Law.

ANTONIO N. COTOCO
DIRECTOR
66 YEARS OLD, FILIPINO

Mr. Antonio N. Cotoco was elected to the Board of BDO Leasing and Finance, Inc. on January
25, 2001. He currently serves as Senior Executive Vice President and a member of the Board
Credit Committee of BDO Unibank, and Ditector of BDO Insurance Brokers, Inc.,, BDO Remit
Limited, Express Padala (Hong Kong) Limited, BDO Remit (Macau) Ltd., BDO Remit (USA),
Inc., and Express Padala Frankfurt GmbH. He is the Chairman of BDO Rental, Inc. He has
been involved in Investment Banking, Corporate Finance, Treasury, Consumer Banking, Credit,
Business and Development & Account Management over the past 37 years. He currently also
serves as a Director of QAC Realty & Development Corporation. Mr. Cotoco holds a Mastert’s
degree in Business Administration from the University of the Philippines.

MA. LEONORA V. DE JESUS
INDEPENDENT DIRECTOR
64 YEARS OLD, FILIPING

Ms. Ma. Leonora V. De Jesus was elected as Independent Director of BDO Leasing and Finance,
Inc. on May 12, 2008 and is presenty the Chairperson of the Company’s Board Audit Committee,
and a member of the Corporate Governance, Nomination, and Related Party Transactions
Committees. She is also an Independent Director of BDO Capital & Investment Corporation,
BDOQ Elite Savings Bank, Inc. (formedy GE Money Bank, Inc), and SM Development
Corporation. She also serves as Director of Risks, Opportunities Assessment and Management,
Inc. ROAM, Inc) and the University President of the Pamantasan ng Lungsod ng Maynila. She
was formerly Independent Director of Equitable Savings Bank and PCI Capital Cotporation. She
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was a professorial lecturer at the University of the Philippines, Diliman, and also at the De 1a
Salle Graduate School of Business and Governance. In addition, she conducts training programs
and consultancies on cotporate governance best practices for banking institutions and other
corporations. Ms. De Jesus was a trustee of the Government Service Insurance System (GSIS)
from 1998 undl 2004, and was a member of the Cabinet of President Cotazon C. Aquino,
President Fidel V. Ramos and President Joseph E. Estrada. She holds Bachelor’s, Master’s and
Doctoral degtees in Psychology from the University of the Philippines.

JECI A.LAPUS
DIRECTOR
G2 YEARS OLD, FILIPINO

Mz. Jeci A. Lapus was elected as Director of BDO Leasing and Finance, Inc. on Aprl 23, 2014
and is presently a member of the Company’ Related Party Transactions Committee. He was
formerly Independent Director of PCI Leasing and Finance, Inc. (now BDO Leasing and
Finance, Inc.) from 2005 to 2006. He was a2 member of House of Representatives representing
the third district of Tarac from 2007 - 2013. He was formerly a Director of PNOC-Exploration
Corp.; President of TODO Foundation, Inc; and Vice President & OIC — Finance
Administration of the National Agzi-Business Corporation. He also served as a Reserved Officer
with rank of Lieutenant Colonel in the Philippine Air Force. Mr. Lapus holds a Bachelor of
Science Degree in Civil Engineeting from the Mapua Institute of Technology and passed the CE
Board in 1975.

LUIS S. REYES JR.
DIRECTOR & TREASURER
57 YEARS OLD, FILIPINC

Mz, Luis S. Reyes, Jr. was elected as Director of BDO Leasing and Finance, Inc. on April 18, 2012
and was appointed as Treasurer on April 23, 2014, He is concurrently the Senior Vice President
for Tnvestor Relations and Corporate Planning of BDO Unibank. He is also the Director and
Treasurer of BDO Rental, Inc., and Director of BDO Strategic Holdings, Inc. He holds a
Bachelor of Science degree in Business Economics from the University of the Philippines. He
was Piest Vice President of Far East Bank & Trust Company, Trust Banking Group before
joining BDO.

NESTORV.TAN
DIRECTOR
57 YEARS OLD, FILIPINO

Mr. Nestor V. Tan was elected Director of BDO Leasing and Finance, Inc. on January 23, 2007.
He is also the President and Chief Executive Officer of BDO Unibank. He also concurrently
holds vice chairmanships and/or directorships in the following subsidiaries of BDO Unibank:
BDO Capital & Investment Corporation, BDO Insurance Brokers, Inc., BDO Private Bank, Inc.,
and BDO Remit (USA), Inc. He is also a Director in Generali Pilipinas Life Assurance Company,
Inc., Generali Pilipinas Insurance Co., SM Keppel Land, Inc.,, Asian School of Business &
Technology as well as directorship in the Advisory Board of Mastercard Worldwide. He also
concurrently holds chairmanship of BDO Strategic Holdings, Inc and Megalink, Inc. He is a
Trustee of the following: BDO Foundation, Inc., Pinoy Me Foundation, De La Salle University
Boatd of Advisors, Asian Institute of Management and Natonal Industry and Academe Council.
Mt. Tan’s banking career includes 15 years of international experience with the Mellon Bank (now
Bank of New York-Mellon) in Pittsburgh, PA, the Bankers Trust Company (zow Deutsche Bank)
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in New York, and the Barclays Group in New York and London. Prior to joining BDO Unibank,
he was Chief Operating Officer for the Financial Institutions Services Group of BZW, the
investment banking subsidiary of the Barclays Group. He holds a Bachelors Degree in
Commerce from De La Salle University and received his MBA from Wharton School, University
of Pennsylvania.

JESUS G. TIRONA
INDEPENDENT DIRECTOR
74 YEARS OLD, FILIPINO

Mz. Jesus G. Tirona has been elected Independent Director to the Board of BDO Leasing and
Finance, Inc. since July 30, 2007 and is presently the Chairman of the Company’s Corporate
Governance Committee, 2 member of its Board Audit Committee, and alternate member of the
Related Party Transactions Committee. He is an Independent Director of BDO Capital &
Investment Corp., Banco De Oro Savings Bank, Inc. (formerly Citibank Savings, Inc) and
Armstrong Securities, Inc., and also formerly of American Express Bank Philippines (A Savings
Bank, Inc) and EBC Investments, Inc. {(now BDO Strategic Holdings Inc.). He is a Trustee of the
BDO Foundation, Inc. He was formerly the President/CEQ of LGU Guarantee Corp. - 2 private
sector led credit guarantee institution jointly owned by the BAP, the DBP the ADB - whose
mandate is to provide creditworthy LGUs and the utlities sector access to the capital markets
through LGUGC-enhanced local debt instruments. He was also Managing Director/CEQO of the
Guarantee Fund for SMEs and the BAP Credit Guaranty Corp., - both entities promoting SME
development. He has a long extensive experience in banking and finance, having built a career
with Citibank as well as with other large domestic financial institutions. He is a scholar of the
Asian Productivity Organization in Corporate Social Responsibility and is a Fellow of the
Institute of Corporate Directors.

EXEQUIEL P. VILLACORTA, JR.
DIRECTOR
69 YEARS OLD, FILIPINO

Mz. Exequiel P. Villacorta, Jr. was elected Ditector of BDO Leasing and Finance, Inc. on May 24,
2006. He is currently a Director of Premium Leisure Corp. He was previously director of
Equitable PCI Bank, Inc. from 2005 to 2006, and EBC Insurance Brokerage, Inc, and Maxicare
Healthcare Corporation. He was formerly the Chairman of EBC Strategic Holdings
Cosporation, EBC Investments, Inc. (now BDO Strategic Holdings Inc), Jardine Equitable
Finance Corporation, Strategic Property Holdings, Inc, PCIB Propertes, Inc, Equitable Data
Center, Inc. and PCI Autornation Center, Inc. He was previously President and CEO of Banco
De Oro Universal Bank and TA Bank of the Philippines, and was Vice President of Private
Development Corporation of the Philippines PDCP). He was Semior Adviser and BSP
Controller of Equitable PCI Bask, Inc. and PBCom; and Adviser to the Board of PCI Capital
Cotpotation.

WALTER C. WASSMER
DIRECTOR
58 YEARS OLD, FILIPINO

Mz, Walter C. Wassmer was elected Director of BDO Leasing and Finance, Inc. on November 17,

1999. He is the Senior Executive Vice President and Head of BDO Unibank’s Institutional
Banking Group. He is curtently the Chairman and Officer-In-Charge of BDO Elite Savings
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Bank, Inc. (formerly GE Money Bank, Inc. (A Savings Bank), Inc.). He also serves as Ditector of
MDB Land, Inc. and Mabuhay Vinyl Corporation.

JOSEPH JASON M. NATIVIDAD
CORPORATE SECRETARY
42 YEARS QLD, FILIPING

Atty. Joseph Jason M. Natividad was appointed Corporate Secretary of BDO Leasing and
Finance, Inc. on May 31, 2010. He is also the Assistant Corporate Secretary of BDO Capital &
Investment Corporation, BIDO Securities Corporation and BDO Insurance Brokets, Inc. He
likewise served as Assistant Corporate Secretary of Equitable PCI Bank prior to its merger with
Banco de Oro from September 2006 to June 2007. He serves as the Corporate Secretary of the
BDO Rental, Inc. and Agility Group of Companies in the Philippines. He has been in law
practice for sixteen (16) years, most of which have been devoted to the fields of corporation law
and environmental law. He is currently a member of the Factoran & Associates Law Offices. He
holds 2 Bachelor’s Degree in Management, Major in Legal Management, from the Ateneo de
Manila University, and obtained his Juris Doctor Degree from the Ateneo de Manila University
School of Law.

ANGELITA L, ORTEGA-CORTEZ
ASSISTANT CORPORATE SECRETARY
60 YEARS OLD, FILIPINO

Atty. Angelita L. Ortega-Cortez was appointed Assistant Corporate Secretary of BDO Leasing
and Finance, Inc. on April 17, 2013, She is concurrently the Senior Vice President and Assistant
Corporate Secretary of BDO Unibank. She is also the Assistant Corporate Secretary of BDO
Private Bank, Inc, BDO Rental, Inc, Armsttong Secutities, Inc., and Equimark-NFC
Development Corp. She is the Corporate Secretary of PCIB Securities, Inc, BDO Strategic
Holdings Inc., and the Sign of the Anvil, Inc. She has had exposure to litigation, arbitration and
labor law practice during her stint as Head of BDO Unibank’s Legal Services Group. Before
joining BDO, she was Vice President/Legal Compliance Officer of BPI Capital Corporation and
Director of BPL Securities Corporation. She graduated from the College of Education and
finished law at the University of the Philippines.

GERARD M. AGUIRRE
FIRST VICE-PRESIDENT
60 YEARS OLD, FILIPINO

Mt. Gerard M. Aguirre is currently the First Vice President of BDO Leasing and Finance, Inc.
He is responsible for the leasing and loan portfolio of BDO IBG International Desk accounts.
He handles the recently established BDOLF Team 9 - International Desks comprised of three
(3) personnel. He is also a Ditector of BDO Rental, Inc. He was the Area Head of BDO
(Formerly EPCIB) Combank North/Central Luzon before joining the company. Mr Aguirre
earned his BS Degree in Business Management from the Ateneo De Manila University.

AGERICO MELECIO 8. VERZOLA
FIRST VICE PRESIDENT & MARKETING HEAD
57 YEARS OLD, FILIPINO

Mr. Agerico Melecio S. Verzola was appointed as First Vice President & Marketing Head of BDO
Leasing and Finance, Inc. on October 1, 2014. Mr. Verzola has been involved in Credit,
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Corporate Banking, Commercial Banking, Branch Banking and Branch Lending, and Investment
Banking over the past 34 years. He graduated with a degree of AB Economics from the
University of the Philippines School of Economics, Diliman, and finished a 6-month Advanced
Senior Management Course from AIM.

PETER BLAIR 8. AGUSTIN
VICE PRESIDENT/ CHIEF RISK AND COMPLIANCE OFFICER
45 YEARS OLD, FILIPINO

Mr. Peter Blair S. Agustin is Vice President at BDO Unibank Group and was appointed as Chief
Risk and Compliance Officer of BDO Leasing and Finance Inc. in February 2014. He joined
BDO Unibank in November 2005 Mr. Agustin has been involved in commercial banking,
remedial accounts and asset management, corporate recovery and credit and sk management
over the past 18 years. He 2lso was senior technical and policy officer at the Presidential
Management Staff — Office of the President of the Philippines from 1989 to 1996. Mt. Agustin
earned his Master’s Degree in Business Administration from Ateneo Graduate School of Business
in 1995 (Dean’s Lister) and his Bachelor’s degtee in Economics from the University of Mindanao
in 1989 (Swmma Cuwm lLawude and was chosen as one of The Outstanding Students of the
Philippines in 1989).

(2) Nominees for Election as Members of the Boatd of Directors (including Nominees for
Independent Directors)

The following incumbent directors were re-nominated by BDO Unibank:

1. Teresita T. Sy

2. Asntonio N Cotoco

3. Roberto E. Lapid

4. Jeci A. Lapus

5. Luis 8 Reyes, Jr.

6. Nestor V. Tan

7. Exequiel B Villacorta, Jr.
8. Walter C. Wassmer

The following individuals were nominated as independent directors by Ms. Mannette D. Vicente, a
shareholder of the Company:

. Jesse HUTD Andres
Ma. Leonora V. De Jesus
. Jesus G Tirona

LW N —

and to the Company’s knowledge, Atty. Jesse H.T. Andres, Ms. Ma. Leonoza V. De Jesus, and Mz. Jesus G.
Tirona do not have any business ox other relationship with Ms. Vicente. Moreover, Atty. Andres, Ms. De
Jesus, and Mz Tirona are not related to the Board of Directors of BDO Unibank as members thereof.

The nominees may be elected to the Board of Directors in the coming meeting Pursuant to the
Company’s By-Laws, the nominations for election as regular and independent directors were submitted to
the Corporate Secretary in accord with Section 8.b. thereof. Thereafter, in accord with Section 8.a. of the
same by-laws, the evaluation of nominations for independent and regular directors was conducted by the
Nomination Committee priot to the stockholder’s meeting The Nomination Committee is chaired by
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Atty. Jesse H. T Andres and its members are Mr. Antonio N, Cotoco and Ms. Ma. Leonora V. De Jesus.

Only 2 stockholder of record entitled to notice of and to vote at the regular or special meeting of the
stockholders for the election of directors shall be qualified to be nominared and elected as a director of
the Registrant.

The independent directors of the Registrant were chosen and elected as such based on the definition and
criteria set forth under existing regulations of the Securities and Exchange Commission (*SEC”) and the
Bangko Sentral ng Pilipinas (“BSP”). The procedure for the election of independent directors conforms
to the procedures set forth in relevant BSP and SEC circulars.

"The Directors hold office for one (1) year until their successors shall have been elected and have qualified.
(3) Significant Employees

Thete is no person, other than the executive officers, who is expected by the Registrant to make significant
contrbution to the business.

(4) Family Relationships

There are no family relationships up to the fourth civil degree either by consanguinity or affinity among
directors, executive officers, or persons nominated ot chosen by the Registrant to become directors ot
executive officers.

(5) Involvement of Directors and Executive Officers in Certain Legal Proceedings

The Company is not aware of any legal proceedings of the nature required to be disclosed under Part I,
paragraph C of “Annex C” of SRC Rule 12 with respect to directors and executive officers.

The Company is not aware of any bankruptcy proceedings filed by or against any business which a
director ot executive officet is a party or of which any of their property is subject.

The Company is not aware of any convicton by final judgment in a criminal proceeding, domestic ot
foreign, or being subject to a pending criminal proceeding, domestic or foreign, of any of its directors or
executive officers, which occurred during the past five (5) years up to January 31, 2015.

The Company is not aware of any order, judgment, or decree not subsequently reversed, superseded, or
vacated, by any court of competent jutisdiction, domestic or foreign, permanently or temporarily
enjoining, barring, suspending, or otherwise limiting the involvement of a director or executive officer in
any type of business, securities, commodities, or banking activities.

The Company is not aware of any findings by a domestic or foreign court of competent jurisdiction (in a
civil action), the Commission or comparable foreign body, ot a domestic or foreign exchange or electronic
marketplace or self regulatory organization, that any of its directors or executive officers, have violated a
securities or commodities law.
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I'TEM 6. COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS
Summary Compensation Table

NAMED GROUP

The Presi
compensated executive officers

2014,

Roberto E. Lapid (President)

Gerard M. Aguirre (First Vice President)
Agerico Melecio 8. Verzola (First Vice President)
Rosalisa B. Kapuno (Vice President)

Jennifer F. So (Vice President

2013;

Georgiana A. Gamboa (President)
Gerard M. Aguirre (First Vice President)
Renato G. Ofiate First Vice President)
Rosalisa B. Kapuno (Vice President)
Jennifer F So (Vice President)

TOTAL SALARY 2015% Phyp 17,341,940 Php 8,646,311
2014 Phyp 15,765,400 Php 7,860,283
2013 Php 17,317,125 Php 9,141,000

* Estimsated amount for 2015

DINNAMED GROUP

Directors and all other 2015% Php 83,576,966 Php 21,237,895
Offiaae o Unaamed 2014 Php 75,979,060 Php 19,307,178
group 2013 Php 77,329,191 Php 19,355,430

* Estimated amonni for 2015

There are currently no separate employment contracts between the Company and its named executive
officers other than the reguiar employment agreements that all officers are subject to. There are no
outstanding wartrants or stock options held by the Registrant’s directors or executive officers. There are
no ptice or stock warrants ot options that are adjusted or amended.

Certain Relationships and Related Transactions
Related party transactions are transfers of resources, services or obligations between the group (the

Company and its subsidiaries, collectively referred to as the “Group”) and its related parties, regardless
whether a price is charged.
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Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. These parties
include: (a) individuals owning, directly or indirectly through one or more intermediaries, control or are
controlled by, or under common control with the Group; (b) assodiates; (¢) individuals owning, directly
ot indirectly, an interest in the voting power of the Group that gives them significant influence over the
Group and close members of the family of any such individual, and {d} the Group’s retirement plan.

In considering each possible related party relationship, attention is directed to the substance of the
relationship and not merely on the legal form.

ITEM 7. INDEPENDENT PUBLIC ACCOUNTANTS

The present external auditor of the Company, the accountancy and auditing firm of Punongbayan &
Araullo, CPAs (P&A), will be recommended to be re-appointed as the external auditor of the Registrant
for the ensuing year. P&A has been the Company’s Independent Public Accountants for the past five (5)
years. Representatives of P&A will be present during the annual meeting and will be given the
opportunity to make a statement if they desire to do so. They are also expected to respond to appropriate
questions if needed. Thete was no event in the past where P&A and the Company had any disagreement
with tegard to any matter relating to accounting principles or practices, financial statement disclosure or
auditing scope or procedure,

Pursuant to existing BSP and SEC regulations more particularly SRC Rule 68, paragraph 3 (b){v), the
Registrant shall change its external auditor ot rotate the engagement partners every five (5) years. The
change shall be reflected in a current report (SEC Form 17-C). A description of any disagreement with
tespect to the transfer of the account or other accounting/auditing issues shall be included in the report.

The Registrant’s Board Audit Committee is chaired by Ms. Ma. Leonora V. De Jesus, with Atty. Jesse HL.T.
Andres and Mr. Jesus G. Tirona as members,

C. OTHER MATTERS
ITEM 8. ACTION WITH RESPECT TO REPORTS
The following shall be subsmitted to the stockholders for approvak

a. Minutes of the annual stockholders” meeting held on April 23, 2014 at 10:05 in the morning at
the Francisco Santlago Hall, Mezzanine Floor, BDO Corporate Center, 7899 Makati Avenue,
Makad City (attached as Annex “A”);

b. President’s Report and approval of the Audited Financial Statements of the Company as of
December 31, 2014; and

c. Approval and ratification of all acts and proceedings of the Board of Directors, the Board
Committees and Management during their respective term of offices.

Except with respect to Item 9 below, there ate no specific acts or proceedings which, by law, are required
to be approved or ratified by the stockholders. Nevertheless, acts and proceedings covered by resolutions
duly adopted by the Board of Directors, Executive Committee, Board Audit Committee and other
Committees of the Board in the normal course of business pertaining to credit transactions, approving
authorities, designation of cotporate signatores, regulatory compliances, and similar matters shall be
submitted to the stockholders for their notation. These acts and proceedings are described in the minutes
of the Board and Board committee meetings which are available for inspection at reasonable hours on any
bustness day.
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ITEM 9. AMENDMENT OF CHARTER, BY-LAWS OR OTHER DOCUMENTS

The proposed amendment to the Third Article of the Company’s Articles of Incorporation changing the
principal place of business of the Corporation from “BDO Leasing Centet, Corinthian Gardens, Ortigas
Avenue, Quezon City, Philippines” to “The Podium, 12 ADB Avenue, Ortigas Center, Mandaluyong City,
Philippines” will be submitted to the stockholders for approval.

I'TEM 10. VOTING PROCEDURES

Except as otherwise provided by law, each stockholder of record shall be entitled at every meeting of
stockholders to one vote for each share of stock standing in his name on the stock books of this
Company, which vote may be given personally or by attorney or authorized in writing, In accordance with
the process on proxy validation, the instrument authotizing an attorney or proxy to act shall be exhibited
to the Secretary if he shall so request. In the election of Directors, each stockholder entitled to vote may
cumulate and distribute his votes in accordance with the provisions of the Corporation Code. The eleven
(11) directors receiving the highest number of votes shall be declared elected. As regards the other items
of the agenda, a majority vote of the shares present and constituting a quorum will be required to approve
the matter under consideration.

The Canvassing Committee, chaired by the Corporate Secretary, will be responsible for counting votes
based on the number of shares entitled to vote owned by the stockholders who are present or represented
by proxies at the Annual Meeting of the Stockbolders. Stock Transfer Service, Inc., the Company’s stock
transfer agent, in conjunction with Punongbayan & Araullo, the Company’s external auditor, both
independent patties, are tasked to count votes on any matter property brought to the vote of the
shareholders, including the election of directors.

[This space intentionally left blank)
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D. SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set
+ forth in this report is true, complete and correct. This report is signed in the City of Makati on

MAR 17 2005

BDO LEASING AND FINANCE, INC.
By:

JOSEPH JASON M. NATIVIDAD
Corporate Secretary



MINUTES OF THE

ANNUAL MEETING OF STOCKHOLDERS
BDO LEASING AND FINANCE, INC,
HELD ON WEDNESDAY, APRIL 23, 2014, AT 10:05 AM.
AT THE FRANCISCO SANTIAGO HALL, MEZZANINE FLOOR, SOUTH TOWER
BDO CORPORATE CENTER, 7899 MAKATI AVENUE, MAKATI CITY
NUMBER OF SHARES HELD BY SHAREHOLDERS:
Present In Person or Represented By Proxy,
and Participant Brokers - 1,841,213,587
Number of Total Outstanding Shares - 2,162,475,312
Percentage of the Total Shares Represented
By Proxies & In-Person - 85.14%
DIRECTORS PRESENT:
Ms, Teresita T. Sy Chairperson
Mr. Roberto E. Lapid Vice Chairman
Atty. Jesse H. T. Andres Independent Director
Mr. Antonio N, Cotoco Direclor
Ms. Ma. Leonora V. De Jesus Independent Director
Mr. Luis S. Reyes, Jr. Director
Mr. Nestor V. Tan Director
Mr. Jesus G. Tirona Independent Director
Mr. Exequiel P. Villacorta, Jr. Director ’
Mr. Walter C. Wassmer Director
ALSO PRESENT: g
Mr. Jeci A. Lapus : Adviser to the Board
Atty. Edmundo L. Tan Adviser to the Board
Atty. Joseph Jason M. Natividad Corporate Secretary
Atty. Angelita L. Ortega-Cortez Assistant Corporate Secretary
Atty. Bimer B. Serrano Corparate Information Officer
Mr. Gerard M. Aguirre First Vice President/Provindial Marketing Head
Mr. Peter Blair S, Agustin Vice President/Chief Risk & Compliance Officer

Ms. Rosalisa B. Kapuno Vice President/Comptrollership

L Cail to Order

Ms. Teresita T. Sy, Chairperson, called the Annul Stockholders’ meeting to order at 10:05
in the morning. On- behalf of BDO Leasing and Finance, Inc. (BDOLF) and Management, she
expressed her gratitude to the stockholders for their continued support to the Corporation. The
Chairperson then requested Mr. Nestor V. Tan to act as Chairman of the Meeting and to preside
over the same, :

Atty. Joseph lason M, Natividad, Corporate Secretary, recorded the minutes of the
meeting, ’
Il Certification of Notice and Quorum

The Chairman of the meeting verified whether notices of the annual meeting of the
stockhoiders had been sent to the corporation’s shareholders. Atty. Joseph Jason M. Natividad,
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Corporate Secretary, replied that notices of the meeting, together with the agenda and the
Definitive Information Statement were sent beginning March 28, 2014 to the stockholders of record
as of March 7, 2014, in accordance with Article 1l, Section 2 of the By-Laws in relation to
Paragraphs 3 and 11 of SRC Rule 20 of the Amended Implementing Rules and Regulations of the
Securities Regulation Code.

The Corporate Secretary certified that pbased on the record of attendance, present for the
meating were stockholders, in person or by proxy, and participant brokers holding a total of
1,841,213,587 shares, equivalent to 85.14% of the total 2,162,475,312 outstanding shares of the
Corporation. The Corporate Secretary therefore certified that there was a quorum present and that
the meeting was regularly and lawfully convened for the transaction of business. He recorcded the
minutes of the proceedings

The Corporate Secretary likewise manifested that Punongbayan & Araufle CPAs,
represanted by Mr, Romualdo V. Murcia III, Partner, had been appointed to count and validate the
votes cast at the meeting, in accordance with the voting procedures disclosed in the Definitive
Information Statement provided to the stockholders as of record date.

III. Reading and Approval of the Minutes of the Previous Stockholders’ Meeting

“The Chairman of the meeting stated that the next tem in the agenda was the reading and
approval of the minutes of the annual meeting of shareholders held on April 17, 2013, He
manifested that copies of the Minutes are available for examination during office hours at the
Office of the - Corporate  Secrefary and at the Corporation’s  website
www.bdo.com.ph/busimass/ieasing—ﬁnancing/about us.

Upon motion duly made and seconded, the minutes of the annual stockholders’ meeting
held on April 17, 2013 had been approved and the following resolution had been passed and
adopted:

Stockholders’ Resolution No. 2014-01

RESOLVED, That the Stockholders of BDO Leasing and Finance,
Inc, approve, as they hereby approve, the Minutes of the Annual
Stockholder's Meeting held on April 17, 2013.

The Chairman of the meeting then instructed the Corporate Secretary to have the minutes
of the meeting reflect the tabulation of votes to include proxies that have cast their votes in favor
of the approval of the minutes of the tast annual stockholders’ meeting, and to note the proxies
that have chosen to abstain on voting for, or have chasen to vote against, the approval of the
minutes of the last annual shareholders’ meeting.

Based on P&A's tabulation, shareholders owning 1,841,213,587 shares or 85.14% of the
total shares present and represented in the meetind, approved the Minutes of the annual
stockhaolders’ meeting held on April 17, 2013. Based on the proxies submitted, no shareholder or
0.0% voted against or abstained in the approval of the minutes,

1v. Presentation of Annual Report, and the 2013 Financial Statements of the
Corporation

Mr. Roberto E. Lapid, Vice Chairman & Officer-in-Charge, rendered his report o the
Stockholders.

The Total Assets of BDOLF amounted to P25.3 Billion, an increase of 22% compared to
2012. The Net Income for the Fiscal Year was P420.3 Million or a 2% increase from the 2012 Net
Income. The Total Revenues of P1.9 Billion represent an increase of 8% year on year due to
higher interest and rental income resulting from the increase in the lease portfolio. Interest
expense was also lower in 2013 by 10% compared to the 2012 tevel due to lower borrowing costs
both for the Short Term Commercial Papers (ST CPs) and from banks. The provisions for 2013
increased by 12% from 2012 because of the additional allowances required by the increasing
portfolio, The higher provisions tempered the gains from higher revenues and lower funding costs.
However, the provisions made further strengthened the balance sheet against economic and
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market uncertainties putting BDOLF in a better position to grow its business. For 2014, total assets
had been projected to grow by 19% driven by a 20% increase in the lease/loan portfolio.
Revenues are also prajected to grow by 14%. The first quarter performance of BDOLF would show
that the company was above target in terms of Total Assets, Net Portfolio, Total Revenues and Net
Income. :

The report is hereto attached as Annex "A” and made an integral part hereof,

V. Open Forum

After the Vice-Chairman and OIC's presentation, the Chairman of the meeting opened the
floor to give the stockholders the opportunity to ask questions or give comments regarding Mr.
Lapid's Report and the Financial Statements of BDOLF, or related maftters.

Mr. Philip Turner, stockholder, commented on the consistency of the financial results of
BDOLF particularly the net income. He pointed out some typographical errors in the Annual Report
and suggested that the printing be addressed to make the reports more legible and the members
of the Board propetly identified. He also suggested the use of recycled paper as more environment
friendly. The Chairman of the meeting, Mr. Tan, replied that the issue on the legibility and format
of the report and the use of recycled paper would be discussed with Management. With regard to
the financial performance of BDOLF, he emphasized that the assets grew by more than twenty
percent (20%). This was within the control of Management - to bring in as much business as they
can to the company. However, the very liquid market and declining interest rate environment
which put a severe strain on the spread are economic conditions beyond the control of BDOLF.
The Chairman of the meeting added that Management will continue to focus on the things within
its control to ensure that the credit remains sound. Regarding the increase in fees of the external
auditor, the same was due to additional audit requirements set by regulatory which required more
man hours from the auditors.

Mr. Jose T. Ferrer, stockholder, commended BDOLF, the Board and Management for the
cash dividends declared in February 2014. He inquired when the dividends would be paid since he
has yet to receive the same. The Chairman of the meeting replied that he would endorse the
concern of Mr. Ferrer to the Office of the Corporate Secretary 10 rheck on the status of his dividend
payment. . '

In reply to the query of Mr. Willington Chua, stockholder, Mr. Tan stated that the BSP
issuances could affect the funding costs which could go highef thereby lowering the spread of
BDOLF. Although this could be passed on to the clients, it would depend on whether the market
would accept the same. The PPPs could be potential business source but most PPPs are still in the
pipeline and only a few.had been awarded,

After the discussions were concluded, Mr. Vernie C. Dela Cruz, proxy holder, moved for the
notation and approvat of the Report on the result of the operations of the corporation for the year
ended December 31, 2013 and the audited financial statements for the same period.

Ms. Zarah A, Lacaya, proxy holder, seconded the motion.
There being no objection, the Stockholders adopted the following resolution:
Stockholders’ Resolution No. 2014-02

RESOLVED, That the Stockhoiders do hereby note and approve
the Report on the Result of the Operations of BDO Leasing and Finance,
Inc. and the Audited Financial Statements for the year ended December
31, 2013, :

The Chairman of the meeting directed the Corporate Secretary to have the minutes reflect
the tabulation of votes to include proxies that have cast their vote in favor of the approval of the
Report on the Results of Operations of BDOLE for the fiscal year ended December 31, 2013 and the
Audited Financial Statements for the same period, and to note the proxies that have chosen to
abstain on voting for, or have voted against, the approval of the Corporation’s Report on the
Results of Operations for the fiscal year ended December 31, 2013 and the Audited Financial
Statements for the same period. -
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Accordingly, based on P&A's tabulation, shareholders owning 1,841,213,587 shares or
85.14% of the total shares present and represented in the meeting, approved the Report on the
Results of Operations of BDOLF for the fiscal year ended December 31, 2013 and the Audited
Financial Statements for the same period. Based on the proxies submitted, no shareholder or 0.0%
voted against or abstained in the approval of the Report on the Results of Operations of BDOLF for
the fiscal year ended December 31, 2013 and the Audited Financial Statements for the same
period.

VI. Ratification of Actions Taken by the Board of Directors, Its Duly Constituted
: Committees, the Management and the Officers of the Corporation Since the Last
Annual Meeting of the Stockholders

Mr. Jan Jerico D, Obra, proxy holder, moved that all the acts and proceedings of the Board
of Directors, the acts of the duly constituted committees, the acts of the Management and the acts
of the officers of the Corporation up to the date of this 2014 annual stockholders’ meeting be, in all
respects, confirmed, ratified and approved.

Thereafter, Mr. Manolo Q. Diaz, proxy holder, seconded the motion.

There being no further questions or abjection, the Stockholders adopted the following
resolution:

Stockholders’ Resolution No. 2014-03

RESOLVED, That all the acts and proceedings of the Board of
Directors, the acts of the duly constituted committees, the acts of the
Management and the officers of BDO leasing and Finance, Inc. (the
“Corporation™ in carrying out and promoting the purposes, objects, and
interests of the Corporation, are confirmed, ratified and approved and
hereby made the acts and deeds of the Corporation.

The Chairman of the meeting directed the Corporate Secretary 1o have the minutes reflect
the tabulation of votes to include proxies that have cast their vote in favor of the ratification and
confirmation of all the acts and proceedings of the Board of Directors, its duly constituted
committees, the acts of Management and officers of BDOLF up to the date of this annual
stockholders” meeting, and to note the proxies that have chosen to abstain on voting for, or have
voted against, the ratification and confirmation of all the acts and proceedings of the Board of
Directors, its duly constituted committees, the acts of Management and officers of BDOLF up 1o the
date of the annual stockholders’ meeting (April 23, 2014).

Accordingly, based on P&A's tabulation, shareholders owning 1,841,213,587 shares or )
85.14% of the total shares present and represented in the meeting, ratified and confirmed all the
acts and proceedings of the Board of Directors, its duly constituted committees, the acts of
Management and officers of BDOLF up to the date of the Annual Stockholders” Meeting. Based on
the proxies submitted, no shareholder or 0.0%, voted agalnst or abstained in the ratification and
confinmation of all the acts and proceedings of the Board of Directors, its duly constituted
committees, the acts of Management and officers of BDOLF up to the date of the Annual
Stockholders” Meeting.

VII. Election of the Board of Directors

The Chairman of the meeting then announced that the next item on the agenda was the
election of the regular and independent members of the Board of Directors for the ensuing year
and until the next succeeding annual stockholders meeting of the Corporation. “The Chairman of the
meeting also informed all the stockholders in attendance of the mandatory requirement of electing
Independent directors.

Atty. Jesse H. T. Andres, Independent Director and Chairman of the Nomination Committee
(the “Committee”) of the Corporation, informed the members of the Board and the stackholders
that the following nominations have been received and passed upon by the Committee during the
prescribed nomination period, and that the Committee found the following nominees to possess all

“



the qualifications and none of the disqualifications for glection as regular and independent
directors, respectively, of BDOLF:

Normninees for Reqular Directors
Antonio N. Cotoco
Roberto E. Lapid
- Jeci A, Lapus
Luis S. Reyes, Jr.
Teresita T, Sy
Nestor V., Tan
Exequiel P. Villacorta, r.
Walter C, Wassmer

PNO T W

Nomin for Independent Dir S:
9. Jesse H. T, Andres

10. Ma, Leonora V. De Jesus

11. Jesus G, Thona

Ms. Julienel E. Teodoro, proxy holder, observed that since the nomination period has
expired and closed, and there are eleven (11) nominees for the eleven (11) seats in the
corporation’s Board of Directors, she moved that the Corporate Secretary be directed fo cast all
unqualified votes in favor of the foregoing individuals respectively nominated as regular and
independent directors.

Mr. Jan Jerico D. Obra seconded the motion,
“Thereafter, the Stockholders adopted the following resolution:
Stockholders’ Resolution No. 2014-04

RESOLVED, That the following are. elected directors of 8DO
Leasing and Finance, Inc. for a period of one (1} year, and to act as such
until their successors are elected and qualified:

Regular Directors:
1.  Antonio N. Cotoco
Roberto E. Lapid
Jeci A. Lapus
4 Luis S. Reyes, Jr.
5 Teresita T. Sy
_.b, Nestor V., Tan
7
8

L

Exequiel P, Villacorta, Jr.
Walter C. Wassmer

Independent Directors:

9, Jesse H. T. Andres

10. Ma. Leonora V. De Jesus
11. Jesus G. Tirona

The Chairman of the meeting directed that the minutes reflect a tabulation of votes to
include proxies that have cast their vote in favar of the election of each director and to exclude
proxies that have chosen to abstain or vote against each director. Based on the tally made by
P&A, the votes cast and received by the nominees were as follows:

Nuitib viting Nurhber of-voting shares: 1. MNumber of voling
N S - “sRaresinfavor - ithat voted adainst’. - shates: abstained
Teresita T. Sy 1,841,213,587 0 0
Roberto E. Lapid 1,841,213,587 0 0

Jesse H. T. Andres 1,841,213,587 0 4
Antonio N. Cotoco 1,841,213,587 4 0

Ma. Leonora V. De Jesus 1,841,213,587 G 0

Jeci A, Lapus 1,841,213,587 0 0

Luis 5. Reyes, Jr. 1 1,841,213,587 0 &
Nestor V. Tan 1,841,213,587 0 ¢

()



‘Nominges = \
Jesus G. Tirona 1,841,213,587
Exequiel P. Villacoria, Jr. | 1,84%,213,587
Waiter C, Wassmer 1,841,213,587

VIII. Appointment of External Auditor

The next item in the agenda was the appointment of the external auditor of BOOLF for the
year 2014,

Mr, Elmer B. Cruz, proxy holder, moved that the Accountancy and Auditing Firm of
Punongbayan & Araullo, CPA's (P&A), be appointed as the external auditor of BDOLF for 2014, and
that the Board of Directors be authorized to determine the terms of -said external auditor’s
professional engagement.

Mr. Vernie C. Dela Cruz, proxy holder, seconded the motion,
There being no objection, the Stockholders adopted the following resolution:
Stockholders’ Resolution No, 2014-05

RESOLVED, That the Accountancy and Auditing Firm of
Punongbayan & Araullo, CPA’s, be appointed as the external auditor of
BDOLF for 2014; .

RESOLVED FURTHER, That the Board of Directors of BDOLF or
such person or persons duly authorized by the Board, be, as it/he is hereby
authorized to determine the terms of engagement of the external auditor,
to sign, execute and deliver the agreement and other documents
pertaining to such engagement, and generally, to perform all acts
necessary or appropriate to carry out the foregoing resolution and the
intent hereof.

The Chairman of the meeting then directed the Corporate Secretary to have the minutes
reflect the tabulation of votes to include proxies thal have cast their votes in favor of the
appointment of Punongbayan & Araulic, CPA’s, as external auditor of BDOLF for the year 2014, and
to note the proxies that have chosen to abstain on voting for, or have voted against, the
appointment of Punongbayan & Araulio, CPA's, as external auditor of BDOLF for the year 2014.

Based on P&A’s tabulation, shareholders owning 1,841,213,587 shares or 85.14% of the
total shares present and represented in the meeting, approved the appointment of Punongbayan &
Araullo, CPA’s, as external auditor of BDOLF for the year 2014, Based on the proxies submitted, no
shareholder or 0.0%, voted against or abstained in the appointment of Punonbavyan & Araullo CPAs
as external auditor of BDOLF for the year 2014,

IX.  Amendment of the Third Article of the Articles of Incorporation

The Chairman of the meeting then proceeded to the next item in the agenda, which is the
amendment to the Third Article of the Articles of Incorporation of BDO Leasing and Finance, Inc.
(BDOLF) or the principal place of business of the Corporation, which is currently indicated as
“Metropolitan Manita”, to "BDO Leasing Centre, Corinthian Gardens, Ortigas Avenue, Quezon City,
Philippines”. .

The Chairman of the meeting explained that the amendment would be for purposes of
complying with the Memorandum Circular No. 6, Series of 2014 issued by the Securities and
Exchange Commission ("SEC”) which required all corporations and partnerships to reflect their
speclfic addresses in thelr Articles of Incorporation or Articles of Partnership, The covered
corporations and partnerships have until December 31, 2014 within which to comply with the SEC
Circular,

(6



Ms. Arvida F. Pinga, ptoxy holder, moved for the ratification and approval of thé proposed
amendment to the Third Article of the Articies of Incorporation of BDOLF to reflect therein the
exact business address of the corporation as approved by the Board during its February 26, 2014
meeting.

Ms, Julienel E. Teodoro seconded the motion.
There being no objection, the stockholders passed and adopted the following resolution:
Stockholders’ Resolution No. 2014-06 |

RESOLVED, That the Stockholders of BDO Leasing and Finance,
Inc. ("BDOLF ™) do hereby approve the amendment of the Third Article of
its Articles of Incorporation by changing the principal place of business of
BDOLF from “Metropolitan Manila”, to “BDO Leasing Centre, Corinthian
Gardens, Ortigas Avenue, Quezon City, Philippines”, to read as follows:

“THIRD - That the place where the principal office of the '
corporation ghall be at BDO Leasing Centre, Corinthian
Gardens, Ortigas Avenue, Quezon City, Philippines. The
Corporation may establish branches anywhere in the
Philippines or abroad subject to compliance with applicable
laws, rules and/or regulations”

The Chairman of the meeting then directed the Corporate Secretary to have the minutes
reflect the tabulation of votes .5 include proxies that have cast their voles in favor of the
ratification and approval of the amendment of the Third Article of the Articles of Incorporation of
BDOLF changing its principal place of business from “Metropolitan Manila” to “BDO Leasing Centre,
Corinthian Gardens, Ortigas Avenue, Quezon City, Philippines”, and to note the proxies that have
chosen to abstain on voting for, or have voted against, the ratification and approval of the
amendment of the Third Article of the Articles of Incorporation of BDOLF.

Based on PBA’s tabulation, sharehoiders owning 1,841,213,587 shares or 85.14% of the
total shares present and represented in the meeting, approved the ratification and approval of the
amendment of the Third Article of the Articles of Incorporation of BDOLF changing its principal
place of business from “Metropolitan Manila” to "BDO Leasing Centre, Corinthian Gardens, Ortigas
Avenue, Quezon City, Philippines”. Based on the proxies submitted, no shareholder or 0.0%, voted
against or abstained in the ratification and approval of the amendment of the Third Article of the
Articles of Incorporation of BDOLF.

X, Adjournment

There being no further business to transact, Ms, Zarah A. Lacaya, proxy holder, moved to
adiourn the meeting.

Mr. Elmer B. Cruz, proxy holder, seconded the motion.

There having been no objection to the motion, the meeting was thereupon adjourned at
10:55 in the morning.

CERTIFIED CORRECT:

JOSEPH JASON M. NATIVIDAD
CORPORATE SECRETARY

ATTESTED:

[ =
TELEéI

CHAIRPEFSON

@



MANAGEMENT

REPORT




BDO LEASING AND FINANCE, INC.
MANAGEMENT REPORT TO STOCKHOLDERS
PART |- BUSINESS AND GENERAL INFORMATION

Marketing of Products/Services

The Company markets its products through its Head Office located in Ortigas, Quezon City and
its branch network nationwide. The Company has an extensive branch network in the leasing and
financing industry, with six (6) branches located in Cagayan de Oro City (Misamis Oriental), Cebu City
(Cebuj, Davao City (Davao), lloilo City (lloilo), San Fernando City (Pampanga) and Makati City {Metro
Manila).

The Company has a wholly-owned subsidiary, BDO Rental, licensed by the SEC to engage in
renting and leasing of equipment and real properties. BDO Rental started its commercial operations on
June 30, 2005.

As part of the Group, the Company enables fo gain name recognition and marketing referrals
provided by its Parent Company, BDO Unibank, via the latter's nationwide branches and institutional
banking group. The Parent Company's well-established presence throughout the country helps the
Company in understanding the local business environment and finding potential clients.

Competition

The SEC's licensing requirements aflow financing companies to engage in both leasing and
financing activities. As a matter of practice, financing companies are classified based on their product
specializations and target markets.

Some financing companies may focus on consumer leasing and financing, while others, like the
Company, concentrate on commercial leasing and financing clients. Among financing companies targeting
commercial clients, there are differences in the market segment being served, with certain financing
companies focusing on established prime companies, and others focusing on smaller clients.

The Company competes with other financing company affiliated with other banks, independent
financing companies, and other financing companies affiliated with diversified financial services firms.
However, its key competitors are those firms engaged in servicing the leasing or financing requirements
of commercial clients in the broader “Top 5,000 Philippine companies, which inciude small-and medium-
enterprises (SMEs).

The principal competitors of the Company are Orix Metro Leasing & Finance Corporation, BPI
Leasing Corporation, LBP Leasing Corporation, Japan PNB. Leasing & Finance Corporation, UCPB
Leasing and Finance Corporation, First Malayan Leasing and Finance, Allied Leasing and Toyota
Financial. The market strengths of our competitors are their competitive pricing of interest rates and fast
turn around time. However, the company believes it can effectively compete with other companies by its
wide branch network, wherein each branch offers the same leasing and financing product lines as the
head office.

Sources and Availability of Raw Materials

The Company is not dependent upon one or limited number of suppliersidealers for essential raw
materials, equipment, energy or other items.



Related Party Transactions

in the ordinary course of business, the Group enters info 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, affiliates, key
management personnel and the retirement benefit fund as described below.

The summary of the Group’s significant fransactions with its related parties in 2014, 2013 and
2012 are as follows:

Amount of Transaction
Related Party Category Notes 2014 2013 2012
Ultimate Parent Company
{BDO Unibank)
Interest income on savings
and demand deposits (ag P 08 P g2 P 0.3
Inferest expense on bills payable (b) 84.6 148.5 98.3
Rent expense (d) 10.5 10.7 11.0
Management fees {e) 24 2.4 2.4
Subsidiary (BDO Rental)
Interest income on loans tb) - - 0.7
Service fees (c) 6.3 53 8.4
Rent income {d) 0.4 0.4 0.4
Management fees {e) 0.4 0.4 0.4
Dividend Income 43.8 - -
Affiliate (BDO Capital)
Service Charges & Fees 7 3.5 2.2 2.8
Key management personnel
Short-term benefits (9 57.6 61.7 57.7
Post-employment benefits (g) - - 17.0
Advances to officer {g) 0.3 0.9 1.7



Qutstanding Balance
Related Party Cateqory Notes 2014 2013

Parent Company

(BDO Unibank) _
Savings and demand

deposits (a) P 409.2 P 118.2
Bills payable , (b) 4,387.2 6,119.8
Subsidiary
{BDO Rental)
Dividend
Receivable ) P 28.5 p -

Key Management personnel

Advances Employees th) 1.9 2.2

Retirement benefit fund

a)

b)

<)

d)

Loans to officers and

employees (h) 2.0 34
Loans to members and

beneficiaries {h) - 24

Shares of stock { 1.1 0.9

The Group maintains savings and demand deposit accounts with BDO Unibank. As of
December 31, 2014 and 2013, savings and demand deposit accounts maintained with BDO
Unibank are included under Cash and Cash Equivalents account in the statements of
financial position. Interest income earned on deposits in 2014, 2013 and 2012 is included
under Interest and Discounts as part of Revenues in the statements of income.

The Group obtains short-term, unsecured bills payable from BDO Unibank. The amount
outstanding from borrowings as of December 31, 2014 and 2013 is presented under Bills
Payable account in the statements of financial position. Interest expense incurred on these
bills payable in 2014, 2013 and 2012 is included under Interest and financing charges
account as part of Operating Costs and Expenses account in the statements of income. Also,
the Company grants short-term, unsecured loans fo BDO Rental. There is no outstanding
balance arising from this transaction as of December 31, 2014 and 2013. Total interest
income earned by the Company on these loans in 2014, 2013 and 2012 is included under
Interest and Discounts as part of Revenues in the statements of income.

On January 4, 2010, the Company and BDO Rental entered into a Service Agreement
whereby BDO Rental will handle the collection of certain factored receivables of the
Company, for a fee as agreed by the 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 Company all collections made and send
monthly statement of accounts to customers. The related expense charged to the Company
based on the Service Agreement is included under Other Operating Costs and Expenses in
the Company's statements of income. There are no outstanding intercompany payable and
receivable from this transaction as of December 31, 2014 and 2013.

The 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 with the Company and BDO Unibank. Related rent

e}

g)

h)

)

expense incurred in 2014, 2013 and 2012 is presented as part of Cccupancy and equipment-
related expenses under Operating Costs and Expenses account in the statements of income.
On the other hand, the Company charges BDO Rental for the spaces that the latter occupies
in the head office premises. Rent charged to BDO Rental in 2014 and 2013 is presented as
part of Other Income in the statements of income. There are no outstanding receivable and
payable on these transactions as of the end of 2014 and 2013.

In 2013, the Company entered into a service level agreement with BDO Unibank wherein
BDO Unibank will charge the Company for certain management services that the former
provides to the latter. Management fees paid by the Company to BDO Unibank is shown as
part of Other Operating Costs and Expenses in the statement of income. Also, the Company
charges BDO Rental for the management services it renders to BDO Rental. This is
presented as part of Other Income in the 2014 statement of income of the Company. There
are no outstanding receivable and payable on these fransactions as of the end of 2014 and
2013.

The Company engaged the services of BDO Capital and Investment Corporation (BDO
Capital), a wholly owned subsidiary of BDO Unibank, for underwriting services related to the
Company’s issuance of bills payable in 2012. Service charges and fees paid by the
Company to BDO Capital related to this transaction is included as part of Other Operating
Costs and Expenses in the statement of income. There is no outstanding payable reiated on
this transaction as of the end of 2014 and 2013.

Compensation of key management personnel (covering officer positions starting from
Assistant Vice President and up) is included as part of Employee Benefits under Operating
Costs and Expenses in the statements of comprehensive income of the Group and Company.
Short-term employee benefits include salaries, paid annual leave and paid sick leave, profit
sharing and bonuses, and non-monetary benefits. The Group also incurred post-empioyment
benefit expense related to key management personnel included as part of Employee Benefits
under Operating Costs and Expenses. The Group also granted cash advances to an officer.

The Group maintains a retirement benefit fund with BDO Unibank covering all regular full-time
employees. In the normal course of business, the retirement benefit fund grants salary and
housing loans to certain officers and employees of the Company, and members and
beneficiaries of the fund who are also officers of the Company. The housing loans are
secured by the mortgage on the property and bear interest at 9% per annum and have terms
ranging from 13 to 20 years. The salary loans on the other hand, are unsecured and bear
interest ranging from 9% to 10% per annum and have terms ranging from 18 months to 3
years. There is no impairment loss recognized on this loan.

The retirement fund holds 442,750 shares of stocks of the Company as an investment, which
has a market value of P2.00 per share as of December 31, 2014 and 2013, ‘

in 2014, BDO Rental declared cash dividends amounting to P43.8 million which is presented
as part of Other Income in the Company’s 2014 statement of income.

Employees

As of December 31, 2014, the Company had 178 employees — 20 senior officers, 72 junior
officers and 86 rank & file employees. Of the total personnel, two (2) employees are under the Executive
Office; one hundred fourteen (114) under the Marketing Group; fifty seven (57) under the Operations
Group {Comptrollership and Operations, Risk Management, HR & Admin); three (3) under Treasury; and
two (2) under the Company's subsidiary, BDO Rental. in 2015, the Company anticipates thirty two (32)
additional employees. The Company believes that it has maintained good relationship with its employees.
Rank & file empioyees receive benefits similar to those granted to the rank & file employees of BDO



Unibank, under the terms of a Collective Bargaining Agreement (CBA) between BDO Unibank and NUBE-
BDO, a legitimate labor organization duly registered with the Department of Labor and Employment. The
CBA expires on October 31, 2015. Coverage of the CBA includes wage increases, allowances, bonuses,
loans and other benefits.

RISK FACTORS
Portfolio Concentration Risks

As of December 31, 2014, 80% of the Company's leasing and financing porifolio consisted of
exposure in firms in the following sectors: transportation, construction, real estate, mining and consumer
products. The Company maintains a general policy of avoiding excessive exposure in any particular
sector of the Philippine Economy. The Company actively seeks to increase its exposure in industry
sectors, which it believes possess attractive growth opportunities. Conversely, it actively seeks to reduce
its exposure in industry sectors where growth potential is minimal. Although the Company's leasing and
financing portfolio is composed of transactions with a wide variety of businesses, the results of operations
and financial condition of the Company may be adversely affected by any downturn in these sectors as
well as in the Philippine ecanomy in general.

The Company is exposed {0 a variety of financiai risk, which results from both its operating and
investing activities. The Company's risk management is coordinated in close cooperation with the Board
of Directors, and focuses on actively securing the Company's short-to-medium-term cash flows by
minimizing the exposure to financial markets. '

The Company does not actively engage in the trading of financial assets for speculative purposes
nor does it write options. The most significant financial risks to which the Company is exposed to are
described below.

Risk Management

Risk management of the Company's credit, market, liguidity, and operational risks is an essential
part of 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 risk, including risk policies and risk philosophy of the Company.

Foreign Currency Sensitivity

Most of the Company's fransactions are carried out in the Philippine pese, its functional currency.
Exposures to currency exchange rate on financial assets arise from an insignificant portion of the
Company’s leasing and financing portfolio, cash and cash equivalents and lease deposits which are
denominated in US dollars.

Interest Rate Risk

The Company follows a prudent policy on managing its assets and liabilities so as to ensure that
exposure to fluctuations in interest rates are kept within acceptable limits. The current composition of the
Company's assets and liabilities results in significant negative gap positions for repricing periods under
one year. Consequently, the Company maybe vulnerable to increases in market interest rates. However,
in consideration of the substantial net interest margins between the Company’s marginal funding cost and
its interest-earning assets; and favorable lease and financing terms which allow the Company fo reprice
annually, and to reprice at anytime in response fo extracrdinary fluctuations in interest rates, the
Company believes that the adverse impact of any interest rate increase would be limited. In addition,
during periods of declining interest rates, the existence of a negative gap position favorably impacts the
Company.



Credit Risk

The Company manages credit risk by setting limits for individual borrowers, and groups of
borrowers and indusfry segments. The Company maintains a general policy of avoiding excessive
exposure in any particular sector of the Philippine economy.

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

Liquidity Risk

The primary business of financing companies entails the borrowing and re-lending of funds.
Consequently, financing companies are subjected o substantial leverage, and may therefore be exposed
to the potential financial risks that accompany borrowing.

The Company expects that its continued asset expansion will result in the higher funding
requirements in the future. Like most financing companies in the Philippines, the Company does not have
a license to engage in quasi-banking function, and as such, is precluded from engaging in deposit-taking
activities. In addition, it is precluded under the General Banking Act from incurring borrowings from more
than 19 lenders at any one time, which to some extent, restricts its access to the public debt markets.

The Company believes that it currently has adequate debt funding from banks, other financial
institutions, and through the issuance of Short Term Commercial Papers (STCPs). The Company has a
license from the SEC to issue R15 billion STCPs. In December 2014, it obtained authorization to issue
additional P10B STCPs, to bring its total authorization to P25B.

The Company manages its liquidity needs by carefully monitoring scheduled debt servicing
payments for long-term financial liabilities as well as cash outflow due in a day-to-day business.

Taxation

Relevant Tax Regulations

Among the significant provisions of the National Internal Revenue Code (NIRC) that apply to the Group
are the following:

a) The regular corporate income tax {RCIT) tax of 30% (effective January 1, 2009) is imposed on
taxabte income net of applicable deductions;

b) Fringe benefits tax of 32% is imposed on the grossed-up value of the benefits given by employers to
their managerial and supervisory employees (this is a final tax o be paid by the employer);

¢) Minimum corporate income tax (MCIT) of 2% based on gross income, as defined under the Tax Code,
is required to be paid at the end of the year starting on the fourth year from the date of registration
with the Bureau of Internal Revenue (BIR) whenever the RCIT is fower than the MCIT. On October
19, 2007, the BIR issued RR No. 12-2007 which requires the quarterly computation and payment of
the MCIT beginning on the income tax return for the fiscal quarter ending September 30, 2007. This
RR amended certain provisions of RR No. 9-88 which specifically provides for the computation of the
MCIT at end of each taxable year. Thus, in the computation of the tax due for the taxable quarter, if
the computed quarterly MCIT is higher than the guarterly normal income tax, the tax due to be paid
for such taxable quarter at the time of filing the gquarterly corporate income tax return shall be the



d)

9)

)

K)

mj

MCIT which is 2% of the gross ihcome as of the end of the taxable quarter,

Net operating loss carryover (NOLCO) can be claimed as deduction against taxable income within
three years after NOLCO is incurred;

Effective July 2008, Republic Act No. 9504 was approved giving corporate taxpayers an option to
claim itemized deduction or optional standard deduction (ODS) equivalent to 40% of gross sales.
Once the option to use OSD is made, it shall be irrevecabie for the taxable year for which the option
was made,

The amount of interest expense allowed as income tax deduction is reduced by an amount equal to
33% of the interest income subjected fo final fax;

October 2012, BIR prescribed the rules on deductibility of depreciation expenses as it relates to
purchase of vehicies and other related thereto, and input taxes allowed thereto through RR No. 12-
2012. Revenue Memorandum Circular No. 2-2013 was issued December 28, 2012 clarifying certain
provisions on the deductibility of depreciation expense as it relates to purchase of vehicles and other
rejated thereto, and the Input Taxes allowed;

Effective November 2012, BIR issued RR No. 14-2012 for proper tax treatment of interest income
garnings on Financial Instrument and other related transaction. Subsequently, BIR also issued RMO
No. 27-2012 for the creation of alphanumeric tax code and RMO No. 84-2012 for the clarification on
tax treatment of interest income earnings on loans that are not securitized, assigned or participated
out; ,

RR No. 18-2012 was issued for the Processing of Authority to Print Official Receipts, Sales Invoices,
and Other Commercial Invoices using the On-line ATP System and providing for the Additional
Reguirements in the Printing thereof; ,

RR No. 9-2013 was issued on May 10, 2013 amending certain provisions of RR No. 30-2002 relative
to the payment of the amount offered as compromise settlement. Under Section 6 of the NIRC. The
compromise offer shall be paid by the taxpayer upon filing of the application for compromise
settiement. No application for compromise settlement shall be processed without the full settlement of
the offered amount. In case of disapproval of the application for compromise settlement, the amount
paid upon filing of the aforesaid application shall be deducted from the total outstanding liabilities;

Effective June 01, 2013, BIR issued RR No. 10-2013 amends further pertinent provisions of RR No.
2-98, as last amended by RR No. 30-2003, providing for the inclusion of Real Estate Service
Practitioners (RESP's) (i. e. real estate consultants, real estate appraisers, and real estate brokers)
who passed the licensure examination given by the Real Estate Service pursuant to RA 9648 "The
Real Estate Service Act of the Philippines” among those professionals falling under Sec. 2.57.2 (A)(1)
of RR No. 2-98, as amended subject to the 10% and 15% creditable (expanded) withholding tax and
to amend Section 2.57.2 (G) of RR 14-2002 to include real estate practitioners who did not pass or
did not take up licensure examinations given by the Real Estate Service. These reguiations shall
cover income payments to be paid or payable starting June 01, 2013which are required to be remitted
within the month of July 2013;

Beginning of the calendar year 2013, RR No. 11-2013 prescribes the filing/submission of hard copy of
the Certificate of Compensation Payment /Tax Withheld (BIR Form 2316) covering employees who
are qualified for substituted filing thereby amending RR No. 2-98 as last amended by RR No. 010-08.
in cases covered by substituted filing, the employer shall furnish each employee with the original copy
of BIR Form No. 2316 and file/submit to the BIR the duplicate copy not later than February 28
following the close of the calendar year;

RR No. 12-2013 issued last July 12, 2013 amends Section 2.58.5 of RR No. 2-98, as amended,
relative to the requirements for deductibility of certain income payments. No deduction will be allowed



notwithstanding payments of withholding tax at the time of audit investigation or reinvestigation /
reconsideration in cases where no withholding of tax was made in accordance with Secs. 57 and 58
of the NIRC;

n) On September 17, 2013, the BIR issued RR No. 17-2013,prescribes the guidelines on the
preservation of Books of Accounts and other accounting records. Under Section 2 all taxpayers are
required to preserve their books of accounis, including subsidiary books of accounts and other
accounting records, for a period of ten (10) years reckoned from the day following the deadline from
the date of the filing of the return, for taxable year when the last entry was made in the books of
accounts;

0) RR No. 18-2013 which was issued on November 28, 2013 amends certain sections of RR No. 12-99
relative to the due process requirermnent in the issuance of Deficiency Tax Assessment. RR 18-2013
introduced the New Assessment Phase which removes requirement for issuance of informal
conference, mandates issuance of FAN 15 days from receipt of reply to PAN and if Taxpayer fails to
reply to PAN within 15 days, he is in default and FAN issued right away. in terms of protesting and
administrative appeal it requires indication of which kind of protest whether reinvestigation or
reconsideration otherwise void. Other changes imposed by RR 18-2013 is the imposition of 20%
delinquency interest, in addition to the 20% deficiency interest;

p} RR No. 1-2014 was issued on December 17, 2013 amending the Provisions of Revenue Regulations
(RR) No. 2-98, as further amended by RR No. 10-2008, specifically on the submission of aiphabetical
list of employees/payees of income payments. These Regulations were issued for purposes of
ensuring that information on all income payments paid by employers/payors, whether or not subject to
the withholding tax except on cases prescribed under existing international agreements, treaties, laws
and revenue regulations, regardiess on the number of employees and/or payees, are monitored by
and captured in the taxpayer database of the BIR, with the end in view of establishing simulation
model, formulating analytical framework for policy analysis, and institutionalizing appropriate
enforcement activities; and

g) On January 24, 2014, the BIR issued RR No. 2-2014 to prescribe new BIR forms that wiill be used for
income tax returns (ITRs) filing covering and starting the taxable year ended December 31, 2013;

r) On Aprit 25, 2014, BIR issued RMC No. 48-2014 to clarify taxability of Financial Lease for the
purpose of Documentary Stamp Tax (DST).

Gross Receipts Tax (GRT) / Value-Added Tax (VAT)

Beginning January 1, 2003, the imposition of VAT on banks and financial institutions became
effective pursuant to the provisions of Republic Act No. 9010. The Company became subject to VAT
based on their gross receipts, in lieu of the GRT under Sections 121 and 122 of the NIRC, which was
imposed on banks, non-banks financial infermediaries and finance companies in prior years.

On January 29, 2004, Republic Act No. 9238 was enacted reverting the imposition of GRT on
banks and financial institutions. This law is retroactive to January 1, 2004, The Company complied with
the transitional guidelines provided by the BIR on the final disposition of the uncollected Output VAT as of
December 31, 2004.

On May 24, 2005, the amendments to Republic Act No. 8337 was approved amending, among
others, the GRT on royalties, rentals of property, real or personal, profits from exchange and on net
trading gains within the taxable year of foreign currency, debt securities, derivatives and other similar
financial instruments from 5% to 7% effective November 1, 2005,



Supplementary Information Required Under Revenue Regulations 15-2010 and 19-2011

The BIR issued Revenue Regulations 15-2010 and 19-2011 which required certain
supplementary information to be disclosed as part of the notes to financial statements. The
supplementary information is, however, not a required part of the basic financial statements prepared in
accordance with Philippine Financial Reporting Standards. It is neither a required disclosure under the
SEC rules and regulations covering the form and content of financial statements under Securities
Regulation Code Ruie 68.

Properties

The Company leases its head office premises from BDO Unibank for a period of five (5) years
until June 2015. Head office address is at BDO Leasing Cenire, Corinthian Gardens, Ortigas Avenue,
Quezon City. In 2014 and 2013, the consolidated rent expense amounted to P16.56 million and P15.7
million, respectively. Cagayan de Oro, Davao, iloilo, Pampanga, and Cebu branches lease their premises
from the Parent Company.

These are the details of the branches' office premises:

Cagayan:

s Operates at the 2™ Floor, BDO-Lapasan Branch, National Highway, Lapasan, Cagayan de
QOro City for a period of five (8) years and will expire in January 2019. Monthly renfal amounts
to P18,435.00 with no escalation clause.

loilo:

e Operates at the 2™ Floor, BDO Corporate Center, BDO Valeria Branch, Valeria St., lioilo City
for a period of five (5) years and will expire in November 2018. Monthly rental amounts to
P11,500.00 with no escalation clause.

Davao:

» Operates at the 4™ Floor, BDO Davao-Claveria No. 30 C.M. Recto Avenue, Poblacion, Davao
City for a period of five (5) years and will expire on May 31,2018. Gross monthly rental
amounts to P14,313.00 with no escalation clause

Cebu

e Operates the Mezzanine Floor, BDO Bldg., Gorordo Ave. Lahug, Cebu City for a period of five
(8) years and will expire in May 2019 Monthly rental amounts to P46,122.00 with no
escalation clause.

Pampanga:

e Operates at the 3™ Floor, BDO Angeles-Balibago Branch Building, Ramon Tang Avenue,
Diamond Subdivisicn, Balibago, Angeles City for a period of five (8) years and will expire on
December 14, 2018, Gross monthly rental amounts to P22,800.00 with no escalation clause.

Makati:

e Operates at the Ground Floor, Pacific Star Bldg., Sen. Gil Puyat comer Makati Avenue,
Makati City for a period of three (3) years and will expire on February 28, 2017, Monthly rental
amounts to P387,178.50 with escalation of 10% per annum beginning on the second year of
the lease term.

The Company's facilities, office furniture, fixtures and equipment are in good condition.
Distribution of office furniture fixture and equipment are as follows: Head office ~ P24.9 million; Makati —
P0.3 million; Cebu ~ P1.2 million; Davao — P0.6 million; Cagayan — P1.1 million; lloilo — P1.0 million;
Pampanga — P1.3 million.



Legal Proceedings
The Company is party to various legal proceedings which arise in the ordinary course of its

operations. No such legal proceedings, either individually or in the aggregate, are expected to have a
material adverse effect on the Company or its consolidated financial condition.

Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the fourth quarter of the
calendar year covered by this report.

PART II-OPERATIONAL AND FINANCIAL INFORMATION
Market for Issuer’s Common Equity and Related Stockholder Matters

On July 15, 2003, the Board approved a program to buy-back shares from the stock market. The
Board authorized the Chairman or Vice-Chairman and the President to determine the amount and the
timing of the program. The buy-back program was approved on the rationale that the market prices did
not reflect the true value of the shares and therefore remaining shareholders would benefit fram a buy-
back into treasury. Purchase of shares are covered by guidelines which include buy-back of shares when
the share prices is undervalued, the purchase prices shall be at prevailing market prices, and the cash
expenditure for the buy-back will not adversely affect the liquidity requirements of the company for its
business transactions.

Total treasury shares as of December 31, 2014 was 62,693,718 shares or a total value of
R81,776,628.

Dividends

On February 25, 2014, the Company’'s Board of Directors approved the declaration of cash
dividends at R0.15 per share in favor of stockholders of record as of March 13, 2014 paid on March 31,
2014, Total dividends in 2014 amounted to P324.37 million.

Dividends declared by the Company on its shares of stocks are payable in cash or in additional
shares of stock. The payment of dividends will depend upon the earnings, cash flow and financial
condition of the Corporations and other factors. -

There are no restrictions that will limit the ability to pay dividends on common equity.

Market Information
The principal market for the Company's common equity is the Philippine Stock Exchange (PSE).

The market prices of the Company's share are as follows:
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2015 High Low 2014 High Low
January 2.30 2.30 st quarter 2.00 2.00
February 2.41 2.40 2nd quarter 211 2.11

3rd quarter 2.20 2.15
4th quarter 2.15 2.15

2013 High Low 2012 High Low
1% quarter 2.01 2.00 1%t quarter 1.65 1.64
2™ quarter 2.02 2.00 274 guarter 1.78 1.78
3¢ quarter 1.80 1.87 F¢ quarter 2.03 1.99
4™ quarter 2.00 2.00 4" quarter 2.00 2.00

As at March 12, 2015 and December 31, 2014, the closing price of the Company’s share were at
P 2.29 and P 2,185, respectively.

Total number of stockholders as of February 28, 2015 was one thousand one hundred sixty four

(1,164) and as of December 31, 2014 was one thousand one hundred sixty seven (1,167). Common
shares outstanding as of February 28, 2015 and December 31, 2014 totaled 2,162,475,312.

Holders

The Company's common stockholders, with their respective shareholdings, as of February 28,
2015 and December 31, 2014 are as follows:

Name No. of Shares Held % to Total

Banco de Oro Unibank, inc. (Parent Company) 1,840,116,632 85.093070%

Various Stockholders 322,358,680 14.906230%
2162475312 100.00000%

The top twenty (20) stockholders of the Company as of February 28,2015 are as follows:

Name of Stockholders Securities | Shares Held Total Outstanding
Banco De Oro Unibank, Inc. Common 1,840,116,632 85.093070%
PCD Nominee Corporation (Filipino) Common 10.761331%
232,711,118

Samuel Uy Chua Common . 21,000,000 0.971109%
Equitable Computer Services, Inc. A/C Cequit11 Common 12,320,000 0.569717%
Panfilc Castro Jr. ' Common 6,140,000 0.283934%
Felly G Castro Common 5,100,480 0.235863%
Marylen Castro Mateo Common 3,795,000 0.175483%
Jesselen Castro Versoza _ Common 3,795,000 0.175493%
Samuel Uy Chua Common 3,011,150 0.139246%
Constantino Chua Common 2,497,200 0.115479%
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Equitabie Computer Services, Inc. Common 2,070,200 0.095733%
Victor Barranda Common 1,157,475 0.053525%
Mercury Group of Companies, [nc. Common 1,089,165 0.050367%
Constantino Chua &/or Willington Chua &/or George | Common 1,020,000 0.047168%
W, Chua

Nardo R. Leviste Common 759,000 0.035099%
Oscar M. Lopez Common 683,100 0.031589%
Willington/Constantino Chua/George W. Chua Chua | Common 584,430 0.027026%
PCD Nominee Corporation (Foreign) Common 538,953 0.024923%
Willington Chua Common 508,530 0.023516%
Pablo Son Keng Po Commeon 455,400 0.021059%

The top twenty {20) stockholders of the Company as of December 31, 2014 are as follows:

Name of Stockholders Securities =~ Shares Held Total Qutstanding

Banco De Oro Unibank, Inc. Common 1,840,116,632 85.093070%
PCD Nominee Corporation{Filipino) Common 231,756,703 10.718248%
Samuel Uy Chua Commaon 21,000,000 0.971109%
Equitable Computer Services, Inc. A/C Cequit1] Common 12,320,000 0.569717%
Panfilo Castro Jr. Common 6,140,000 0.283934%
Felly G Castro Common 5,100,480 0.235863%
Marylen Castro Mateo Common 3,795,000 0.175493%
Jesselen Castro Versoza Common 3,795,000 0.175493%
Samuel Uy Chua Common 3,011,150 0.139246%
Constantino Chua Common 2,497,200 0.115479%
Equitable Computer Services, Inc. Common 2,070,200 0.095733%
Victor Barranda Common 1,157,475 0.053525%
Mercury Group of Companies, Inc. Common 1,089,165 0.050367%
Constantino Chua &for Willington Chua &/or George | Common - 1,024,000 0.047168% |
W. Chua

Nardo R. Leviste Common 759,000 0.035099%
Yok Bing 3. Pua Common 721,050 0.033344%
PCD Nominee Corporation{Foreign) Common 711,598 0.032907%
Oscar M. Lopez Common 683,100 0.031589%
Willington/Constantino Chua/George W. Chua' Chua | Common 584,430 0.027026%
Willington Chua Common 508,530 0.023516%
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Recent Sales of Unregistered or Exempt Securities, Including Recent Issuance of
Securities Constituting an Exempt Transaction

There were no recent sales of unregistered or exempt securities including recent issuance of
securities constituting an exempt transaction.

PART Ill - FINANCIAL INFORMATION
Management’s Discussion and Analysis or Plan of Operation

2014 Compared to 2013

Gross income for the year ended December 31, 2014 was P2.27 billion, an increase of P370.7
million, or 19.48% from P1.80 billion in 2013. Interest and discounts for the year ended December 31,
2014 were P1.45 billion, an increase of P153.0 million or 11.80% from P1.30 billion in 2013. Rent Income
for the year ended December 31, 2014 were P613.1 million, an increase of P232.3 million or 61.00% from
P380.8 million in 2013. The increase was due to higher operating lease income from BDO Rental. The
Company’s leasing and financing portfolio as of December 31, 2014 was at P24.0 billion, a P2.77 billion
increase, or 13.07% from P21.20 billion as of December 31, 2013 with leasing portfolio improving by
7.96% or increase of P1.1 billion.

interest and financing charges for 2014 amounted to P467.9 million, consisting of finance charges
from borrowings of P461.7 milfion and interest expense on lease deposits of P3.3 million. Increase of
P47.3 million in financing charges is attributed to the increase in Bills Payable from P16.45 billion last
year to P19.65 billion this year. Interest expense on leased deposits in 2014 amounted to P3.3 million or a
decrease of P0.9M from 2013's P4.2 million.

As of December 2014, total provision for impairment fosses amounted to P100.0 million, a
decrease of P26.0 million from last year's P126.0 million. There were no accounts written off in 2014.

7 Taxes and ficenses amounted to P179.3 million for the year ended December 31, 2014, an
increase of P30.6 million, or 20.58% from P148.7 millicn for the year ended December 31, 2013. The
increase was mainly the result of higher Documentary Stamp Tax in 2014 vis a vis 2013, by P18.6 milfion.

Salaries and employee benefits expense amounted to P161.4 in 2014 as compared to P183.4
million in 2013. Occupancy and equipment related expenses for the year ended December 31, 2014
amounted to P534.3 million, an increase of P182.1 million, or 51.70% from December 2013's P352.2
million. This was brought about by the improved operating lease business of BDO Rental.

Litigation/assets acquired expenses increase by 46.47% or from P17.0 million in 2013 to P24.9
million in 2014,

Other expenses increased to P81.7 million in 2014 as compared to P91.2 million as of 2013.
The Company registered a net income of P504.0 million for the year ended December 31, 2014.

Total assets amounted fo P28.2 billion in December 2014,, an increase of P3.91 billion from the
P25.34 billion balance of December 2013. Available-for-sale financial assets of P2.37 billion is comprised
of investments in Century Properties Group Inc. fixed rate bonds, San Miguel Corporation (SMC) and
First Gen Corporation preferred shares.purchased last September 2014, September 2012 and July 2011
respectively. Leasing and Financing portfolio increased by 13.07% represents an increase of P2.77 billion
from last year. Property and Equipment-net amounted to P2,012.6 million as of 2014, or an increase of
P588.44 million over last year's P1,424.2 million. This is due to the increase in booked leases of BDO
Rental. Investment properties-net increased to P320.6 million from 2013's P145.7 million due to
accounting reclassification of some assets from Non Current Assets Held for Sale. Other assets stood at
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P479.1 million in 2014, primarily consisting of deferred input VAT of P235.4 million, prepaad expenses
P102.0 million; and advances to suppliers P59.6 million,

Income tax payable, deferred tax liabilities, accounts payable, and other liabilities increased to
P417.2 million from P300.8 million last year.

Lease deposits, amounting to P4.19 billion in 2014, increased by P376.8 million or 9.87% from
last year's P3.82 billion. This was also due to the increase volume of lease transactions of the Company.

Stockholders’ equity increased by P214.8 million or 4.50%, due to increase in Net Income year-
on-year.

The Company'’s five (5) key performance indicators are the following:

December 2014 December 2013

Current Ratio 0.42:1 0.43:1
Quick asset ratio 0.40:1 0.40:1
Debt to Equity Ratio 4871 4.31:1
Net Profit Margin 22.17% 22.09%
Return on Equity 10.33% 8.98%

Decrease in current ratio (computed as current assets divided by current liabilities) is attributed to.
the P0.3 million decrease in net loans & receivables financed that are expected to be collected within the
year. Quick asset ratio (quick asset divided by current liabilities) stood at 0.40:1. Debt to equity ratio,
computed as total liabilities divided by total equity, increased from 4.31:1 in 2013 to 4.87:1 in 2014
because of more corporate and bank funding availed to finance the increase in lease/loan portfolio during
the year. Net profit margin which is computed as Net Income over Gross Revenue, increased this year
from last year due to higher Interest & Operating Lease Income from related bookings. Return on equity,
which is Net Income over Average Equity, stood at 10.33% in 2014.

2013 Compared to 2012

For the year-on-year comparison of the financial and operating results, the 2012 balances have
been restated to include the impact of the changes in PAS 19 that were made effective in 2013.

Gross income for the year ended December 31, 2013 was P1.90 billion, an increase of P141.4
miliion, or 8.03% from P1.76 billion in 2012. Interest and discounts for the year ended December 31, 2013
were P1.30 billion, an increase of P25.7 million or 2.02% from P1.27 billion in 2012. Rent Income for the
year ended December 31, 2013 were P380.8 million, an increase of P151.0 million or 85.71% from
P229.8 million in 2012. The increase was due to higher operating lease income from BDO Rental. The
Company’s leasing and financing portfolic as of December 31, 2013 was at P21.20 billion, a P3.83 billion
increase, or 22.05% from P17.37 billion as of December 31, 2012 with leasing portfolio improving by
30.73% or increase of P3.2 billion.

Interest and financing charges for 2013 amounted to P418.6 million, consisting of finance charges
from borrowmgs of P414.4 million and interest expense on lease deposits of P4.2 million. Decrease of
P42.7 million in financing charges is aftributed to the decrease in interest rate from 4% to 2.5%, even
while Bills Payable increased from P12.70 billion last year to P16.45 billion this year. Interest expense on
leased deposits in 2013 amounted to P4.2 million or a decrease of P0.3M from 2012's P4.5 million..

As of December 2013, total provision for impairment losses amounted to P126.0 million, an

increase of P13.5 million from last year's P112.5 million. A total of P86.0 million provision for credit loan
receivable losses was set up during the year due to more conservative provisioning policies of the
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company. There were no accounts written off in 2013,

Taxes and licenses amounted to P148.7 million for the year ended December 31, 2013, an
increase of P14.0 million, or 10.39% from F134.7 million for the year ended December 31, 2012. The
increase was mainly the result of higher DST in 2013 vis a vis 2012, by P12.3 million.

Salaries and employee benefits expense amounted to P183.4 in 2013 as compared to P164.6
million in 2012 (restated balance). Occupancy and equipment related expenses for the vear ended
December 31, 2013 amounted to P350.1 million, an increase of P129.3 million, or 58.56% from
December 2012's P220.8 million (restated balance). This was brought about by the improved operating
fease business of BDO Rental.

Litigationfassets acquired expenses decrease by 64.51% or from P47.9 million in 2012 to P17.0
millior in 2013.

Other expenses increased to P91.2 million in 2013 as compared to P80.9 million as of 2012.
The Company registered a net income of P420.3 million for the year ended December 31, 2013.

Total assets amounted to P25.34 hillion in December 2013 , an increase of P4.68 billion from the
P20.67 billion from the (restated) balance of December 2012. Available-for-saie financial assets of P2.09
billion is comprised of investments in San Miguel Corporation (SMC) and First Gen Corporation preferred
shares purchased last September 2012 and July 2011 respectively. Leasing and Financing portfolio
increased by 22.05% represents an increase of P3.83 billion from last year. Property and Equipment-net.
amounted to P1,424.2 million as of 2013, or an increase of P780.5 million over last year's P643.7 million.
This is due to the increase in booked leases of BDO Rental. Investment properties-net decreased to
P145.7 million from 2012's P379.5 million primarily due to the sale of foreclosed properties during the
year. Other assets stood at P550.8 million in 2013, primarily consisting of Non-current asset held-for-sale,
with net amount of P237.4 million; creditable withholding tax totaling P85.9 million; and prepaid expense-
VAT of P163.1 million.

Accounts Payable, accrued expenses and other liabilities increase to P300.7 million from P217.3
million restated balance last year.

Lease deposits, amounting to P3.82 billion in 2013, increased by P645.9 million or 20.37% from
fast year's P3.17 billion. This was also due fo the increase volume of lease transactions of the Company.

Stockholders’ equity (restated balance) increased by P182.2 million or 3.97%, mainly from the
increase in Net Income year-on-year.

The Company’s five (5) key performance indicators are the following:

December 2013 December 2012 restated

Current Ratio 0.43:1 0431
Quick asset ratio 0.40:1 0411
Debt to Equity Ratio 4,311 3.51:1
Net Profit Margin 22.09% 23.32%
Return on Equity 8.98% 9.23%
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Increase in current ratio (computed as current assets divided by current liabilities) is atiributed to
the P2.67 billion increase in net loans & receivables financed that are expected to be collected within the
year. The decrease in quick asset ratio (quick asset divided by current liabilities) is due fo this year’s
reclassification of some ROPA accounts as non-current assets held for sale. Debt to equity ratio,
computed as total liabilities divided by total equity, increased from 3.51:1 in 2012 (restated balance) fo
4.31:1 in 2013 because of more corporate and bank funding availed to finance the increase in lease/loan
‘portfolio during the year. Net profit margin which is computed as Net income over Gross Revenue,
decreased this year from last year due to higher Occupancy & Equipment Related Expense from BDO
Rental bookings. Return on equity, which is Net Income over Average Equity, stood at 8.98% in 2013.

Policy on Revenue Recognition — Other Income

Income related to the administration and servicing a loan are recognized as revenue as the
services are rendered, these are included under Other Income such as Service Fees, (Gain on disposal of
property, etc. These are recognized as they are eamed.

Key Variable and Other Qualitative and Quantitative Factors

There are no known frends, events or uncertainties that will have any material impact on the
Company's liquidity.

There are no events that will trigger direct or contingent financial obligation that is material fo the
company, including any default or acceleration of an obligation.

There are no material off-balance sheet iransactions, arrangements, obligations and other
relationships of the company with unconsolidated entities or other persons created during the reporting
period.

There were no known trends, events or uncertainties that have had or that are reasonably
expected fo have a material favorable or unfavorable impact on net sales or revenues or income from
continuing operations. There were also no significant elements of income or loss that did not arise from
the Company’s continuing operations.

There are no seasonal aspects that had a material effect on the financial condition or results of
operations,

Internai and Externais Sources of Liquidity

The Company’s internal liquidity comes from the daily collections from various clients. External
sources range from credit facilities extended by various banks, corporate and individual placers. The
Company is confident to meet its current and long-term obligations as they mature.

Material Commitments for Capital Expenditures

The Company has a project for a new computerized Leasing System which is expected to be
launched in January 2015.

Projections

Total Assets is projected to grow fo P35.6 billion or 22% in 2015 with Net Loans and Other
Receivables increasing from P23.6 billion in 2014 to P29.2 billion in 2015 or up to 24%. Total Revenue is
estimated at P2.7 billion by year-end 2015 while Interest and Financing Charges and Operating Lease-
related Depreciation total P600.3 million and P643.2 million, respectively.
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Projected Nef income is P575 million, an increase of 14% versus the P504 million Audited 2014
Performance. :

Funding will be mainly sourced from the short-term commercial papers (STCP), bank lines and
collections. The Company secured an approval in 2014 for P25 Billion worth of STCP.

Financial Statements

The financial statemants of the Company inciuded in the 2014 Annual Report to Stockhoiders are
incorporated herein by reference. The schedules listed in the accompanying Index fo Supplementary
Schedules are filed as part of this Form.

INFORMATION ON INDEPENDENT ACCOUNTANT

information on Independent Accountant and Other Related Matters
{1} External Audit Fees and Services
(a) Audit and Audit-Related Fees

The aggregate fees billed for each of the last two (2) fiscal years for professional services
rendered by the external auditor was P0.868 million for the year 2014 and P0.888 million
for the year 2013. These fees cover services rendered by the external auditor for audit of
the financial statements and other services in connection with statutory and regulatory
filings for fiscal year 2014 and 2013.

(b) Tax fees and other fees
No other fees were paid to Punongbayan & Araullo (P&A) for the last two (2) fiscal years.

{c) The Board Audit Commiftee has the oversight responsibility over the audit function and
activities of Internal and External auditors. it provides assurance that (a) financial
disclosures made by the management as presented in the Internal Auditor's report
reasonably reflect the financial condition; the resuits of operation; and the plans and long-
term commitments; and (b} internal controls are operating as intended and whether
modifications are necessary.

The Board Audit Committee has the responsibility to select and recommend to the Board
the External Auditors. It reviews the audit coverage of the External Auditors and
deliberates on their audit report prior fo endorsement to the Board of Directors for
approval. It reports to the Board of Directors audit-related matters requiring the Board's
action.

(2) Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
P&A has been appointed as the Company’s Independent Public Accountant in 2014.
There was no event in the past where P&A and the Company had any disagreement with
regard fo any matter relating to accounting principles or practices, financial statement
disclosure or auditing scope and procedures.

CORPORATE GOVERNANCE

The Company has adopted a Manual of Corporate Governance, which was filed with and duly
approved by the SEC. Pursuant to the Manual, the Company established an evaluation system to
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measure or determine the level of performance of the Board of Directors and top level management. The
rating form, which is duly approved by the Board of the Company, is accomplished on an annual basis.

The Company requires its directors and senior officers to attend seminars conducted by reputabie
service providers and conduct its own training and seminars to fully comply with the adopted ieading
practices on good governance.

There has been no deviation from the Company's Manual of Corporate Governance.

The Company wili continue to send its directors and senior officers to attend fraining programs
and seminars to further improve the corporate governance of the Company.

UNDERTAKING TO PROVIDE ANNUAL REPORT

The Registrant undertakes to provide without charge each stockholder with a copy of its
Annual Report upon written request to the Registrant addressed to the:

OFFICE OF THE CORPORATE SECRETARY
14™ FLOOR, NORTH TOWER

BDO CORPORATE CENTER

7899 MAKAT! AVENUE

MAKAT! CITY 0726 PHILIPPINES
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ANNEX “A”

CERTIFICATION ON THE
DIRECTORS AND OFFICERS
WITH ATTACHED LETTER

CONSENT FROM THE
PAMANTASAN NG LUNGSOD
NG MAYNILA




REPUBLIC OF THE PHILIPPINES )
CITY OF MAKATI ) ss.

CERTIFICATION

I, JOSEPH JASON M. NATIVIDAD, Filipino, of legal age and with office address at the 14%
Floor, North Tower, BDO Corporate Center, 7899 Makati Avenue, Makati City, under oath, do hereby
certify that:

1. I am the duly appointed Corporate Secretary of BDO LEASING AND FINANCE, INC.
(BDOLF), a corporation duly organized and existing under and by virtue of the laws of the Republic of
the Philippines, with principal office and business address at BDO Leasing Centre, Corinthian Gardens,
Ortigas Avenue, Quezon City, and in that capacity, I have custody of the corporate records of BDOLF;

2. As Corporate Secretary and based on the corporate records on file, I hereby certify that .
except for Ms. Leonora V. de Jesus, Independent Director, none of the Directors, Independent
Directors, Officers and Employees of BDOLF, and none of the nominees for election as Directors and
Independent Directors of BDOLF, has been elected to any Government position, or appointed to any
Government department, agency, bureau or office, that would disqualify them from serving as director,
independent director, officer or employee of the company. ’

3, Ms. De Jesus was appointed President of the Pamantasan ng Lungsod ng Maynila, a City
University of the City of Manila, in September 2014,

‘4. The Board of Regents of the Pamantasan ng Lungson ng Maynila has signified its consent
to the election and nomination of Ms, De Jesus as Independent Director of BDOLF as evidenced by the
Letter Consent Form attached hereto as Annex "A".

5. 1am executing this certificate for whatever legal purpose it may serve.

IN WITNESS WHEREOF, I have hereunto affixed my signature this _MAR 17 208 at Makati
City, Philippines.

JOSEPH JASON M. NATIVIDAD
Corporate Secretary

SUBSCRIBED AND SWORN tc before me this ____ day %quAR 17 2{_"5 at Makati City, affiant
exhibiting to me his Driver's License No. C05-89-038680 with validity up to 02 September 2017, and

Social Security System No. 33-6273422-8,

Doc. No. V713
Page No, &7
Book No. T

Series of 2015,

BDO Leasing & Finance, Inc.

BDO Leasing Centre

Corinthian Gardens, Ortigas Avenue
Quezon City, Philippines

Tel +63(2) 635 6416

Fax +63(2) 635 5813, 635 5805, 635 3898

www.bdo.com.ph

Atty.[FLORALTE MPAMFILO
Notary Public for Makati City, Philippines

untit 31 December 2015
Anpointment fo, M-515
14/F BOO North Tower, BDO Corporate Center
7399 Mavatl Avenue, Makat! Clty
Roil Ho, 57373 ’
IBP Ro. 0981262, 1/3/2615, Quazen City
PTR No, 4754567, 1/5/2015, Makati Clty
ROLE Exemption No. DA-021536, 172772014

~ We find ways’



Annex “pN”

PAMANTASAN NG LUNGSOD NG MAYNILA
~ (University of the City of Manila)

Intramuros, Manila

OFFICE OF THE SECRETARY OF THE UNIVERSITY
AND OF THE BOARD OF REGENTS

CERTIFICATION

This is to certify that DR. MA. LEONORA V. DE JESUS is an incumbent member of the

Board of Regents and the current University President of the. Pamantasan ng Lungsod ng
Maynila (PLM). This is to further certify that:

1. Section 4 of Republic Act No. 4196, otherwise known as the PLM Charter,
provides: “owx. No person in the employ of or with financial interest in any
educational institution in any capacity whatsoever, except those

exercising purely professional functions, shall be eligible for membership
in the Board.” In this connection, Dr. De lJesus is not prohibited from
serving as an Independent Director of BDO Leasing and Finance,
Incorporated (BDOLFI} since the said private corporation is not an
educational institution;

2. As University President, Dr. De Jesus is not required to use a bundy clock
or fill up a Daily Time Record (DTR), considering that specified University
officials, including the University President, who are required to be on
flexi-time and on-call 24 hours a day, are deemed exempted from bundy
clock and other similar devices and accomplishment of daily time records -
pursuant to the PLM University Code of 2005 and subject to conditions
provided under University Memorandum date 28 October 2014; and

3. The duties of Dr. De Jesus as a non-executive independent director for
BDOLEI, which do not have any management responsibility and which
requires her to protect the interest of minority stockholders in the Board
of Directors, is not incompatible with the performance of her duties as
University President. ’

This certification is issued for whatever legal purpose it may serve. .

NNBTH E. YBANEZ
Secretary

!
University n‘éj B



ANNEX “B”

CERTIFICATION ON THE
QUALIFICATION OF

INDEPENDENT DIRECTORS
(MA LEONORA DE JESUS,
JESUS G. TIRONA, JESSE H. T.
ANDRES)




CERTIFICATION OF QUALIFICATION OF INDEPENDENT ﬁiRECTOR

I, MA. LEONORA V. DE JESUS, Filipino, of legal age and residing at Unit 2901-A Ritz Towers, 5745
Ayala Avenue, Makati City, after having been duly sworn to in accordance with law do hereby declare that:

1. | am an independent director of BDO LEASING AND FINANCE, INC. {(“BDOLF”)

2. | am affiliated with the following companies or organizations:
- Company/Organization | "Position/Relationship: Period of Service
BDO Capital & Investment Independent Director August 28, 2010 - present
Corporation
BDO Elite Savings Bank, Inc. | Independent Director August 24, 2009 - present
SM Development Corporation | independent Director August 2, 2011 - present
ROAM, Inc. Director November 2011 - present
Pamantasan ng Lungsod ng University President September 2014 fo
Maynila present

3 I possess all the qualifications and none of the disqualifications to serve as an independent

Director of BDOLF, as provided for in Section 38 of the Securities Regulation Code and its
Implementing Rules and Regulations.

4. | shall faithfully and diligently comply with my duties and responsibilities as independent
director under the Securities Regulation Code.

5. | shall inform the corporate secretary of BDOLF of any changes in the abovementioned
information within five days from its occutrence.

Done, this ___dayof 2 § FFR 2015 2015, at Makati City, Philippines.

s

MA. LEONORA V. Df JESUS
Affiant
25 FEB 2015
SUBSCRIBED AND SWORN TO BEFORE ME this ____ day of 20___ at Makati City,
Philippines, affiant exhibiting to me her Passport No. EB9270181 issued at DFA-Manila with validity up to
September 30, 2018, and Driver's License No. X01-81-006050 with validity up to Dge€imber 29, 2016.

ARLES R VILLARIN
7, Prilippines
33
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CERTIFICATION OF QUALIFICATION OF INDEPENDENT DIRECTOR

|, JESUS G. TIRONA, Filipino, of legal age and residing at No, 14 Fabian de la Rosa St Loyola
Heights, Quezon City, after having been duly swom to in accordance with law do hereby declare that:

1.
2.

| am an independent director of BDO LEASING AND FINANCE, INC. (“BDOLF")

| am affiliated with the following companies or organizations:

Company/Organization Position/Relationship Period of Service
Armstrong Securities, Inc. independent Director May 24, 2006 - present
BDO Capital & Investment Independent Director Aug. 7, 2007 - present
Corporation ‘

BDO Foundation, Inc. (non- Trustee January 9, 2010 - present

stock, non-profit organization)
Banco De Oro Savings Bank, Independent Director March 25, 2014 - present
Inc. (formerly Citibank Savings,
Inc.}

| possess all the qualifications and none of the disqualifications to serve as an Independent
Director of BDOLF, as provided for in Section 38 of the Securities Regulation Code and its
implementing Rules and Regulations.

| shall faithfully and diligently comply with my duties and responsibilities as independent
director under the Securities Regulation Code.

{ shall inform the corporate secretéry of BDOLF of any changes in the abovementioned
information within five days from its occurrence.

- [
Done, this___dayof & 0 VEB W0y et City, Philippines.

JESUS G. TIRONA
Affiant

SUBSCRIBED and swom to before me this __ day of 2 0 FEB 2005 i e ciy of

Passport No. E80205886 issued on 12 May 2010 at DFA — Manila and is y;

0. 03-0772779-8, and his
2015.

, Philippines, affiant exhibited fo me his Social St Security System
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CERTIFICATION OF QUALIFICATION OF INDEPENDENT DIRECTOR

|, JESSE H. T. ANDRES, Filipino, of legal age and residing at No. 1 Corregidor Street, Ayala
Heights, Diliman, Quezon City, after having been duly swomn to in accordance with law do hereby declare that:

1. [ am an independent director of BDO LEASING AND FINANCE, INC. ("BDOLF”)
2. { am affiliated with the following companies or organizations:
Company/Organization Position/Relationship Period of Service
Andres Pademnal and Paras Law | Managing Partner July 1, 2011 — present
Offices '

Banco De Oro Savings Bank, Independent Director March 25, 2014 - present
Inc. (formerly Citibank Savings,
Inc.)

3. | possess all the qualifications and none of the disqualifications to serve as an Independent
Director of BDOLF, as provided for in Section 38 of the Securities Regulation Code and its -
Implementing Rules and Regulations.

4. t shall faithfully and diligently comply with my duties and respons:bzlltses as :ndependeﬂt
director under the Securities Regulation Code.

5. i shall inform the corporate secretary of BDOLF of any changes in the abovementioned
information within five days from its occurrence.

Done, this___dayof_ 2 6 FEB 201015, at Makati City, Philippines.

Qe

JESSE H. T. ANDRES

Affiant
¢ § FEB 2013
SUBSCRIBED AND SWORN TO BEFORE ME this ____ day of 20 at Makati City,

Philippines, affiant exhibiting o me his Community Tax Cerfificate No. 02417181 issued at Makati City on
January 8, 2015, and his Passport No, EB7982910 issued at DFA-Manila with validity yp.o Aprit 25, 2018.
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of BDO Leasing and Finance, Inc, and Subsidiary (the Group), is responsible for the
preparation and fair presentation of the financial statements for the years ended December 31, 2014, 2013 and
2012, in accordance with Philippine Financial Reporting Standards (PFRS), including the following additional
supplemental information filed separately from the basic financial statements:

a. Supplementary Schedules Required under Annex 68-E of the Securities Regulation

Code Rule 68; ' |

Reconciliation of Retained Eamings Available for Dividend Declaration;

Schedule of PFRS Effective as of December 31, 2014;

Schedule of Financial Indicators for December 31, 2014 and 2013;

Map Showing the Relationship Between and Among the Company and its Related Entities;

e AnF

Management responsibility on the financial statements include designing and implementing internal controls
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial statements, and the additional supplementary
information, and submits the same to the stockholders. :

Punongbayan & Araullo, the independent auditors appointed by the stockholders, has examined the financial
statements of the Group in accordance with Philippine Standards on Auditing and, and in ifs report to the
Board of Directors and stockholders, has expressed its opinion on the fairness of presentation upon completion
of such examination. ’

CJ&
Signature:
REST SY \\

TE AT,
Chairperson

hY
Signature: {-/

ROBERTO E. LAPID
Preside \

Signature:

RO ISA B. KAPUNO
Comptroller

Signed this 26" day of February 2015,

BBHO Leasing & Finance, inc.

BDC Leasing Centre

Caorinthian Gardens, Ortigas Avere
QGuezon City, Philippines

Tel +63(2) 635 6416

Fax +63(2) 635 5811, 633 7736, 635 3888

wwwhbdo.com.ph We find ways”



Leasing

SUBSCRIBED and SWORN to me before this day ofMAR 0 6 20982015 affiant exhibiting to me

his/her Social Security Number, as follows:
NAMES

Teresita T. Sy
Roberto E. Lapid
Rosalisa B. Kapuno
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BDO Leasing & Finance, inc,

BDO Leasing Centre

Corinthian Gardens, Ortigas Avenue
Quezon City, Philippines

Tel +63(2) 635 6416

Fax +63(2) 635 581}, 633 7736, 635 3898

www.hdo.comph

SSS NUMBER

03-2832705-4
03-5034078-2
(3-5894505-3

KIM BRIGUERA-DACARA

HOTARY PUBLIC JHOR AND W

PASIG CITY, TAGEIG, PATERGS, SAH JUAK, METRO MLA.
UNTIL DEC. 3%, 2016 / MCLE NO, IV-D013423 [ 2-28.2413
APET, NC. 3% {2015-2014}

18F NO. STT43T 1172872044 (FOR 2015}

PTR KO, D3RI PASIG CITY 1612015

16th FLR., JMT BLDG., ADS AVE.,

OATIGAS CTR,, PASIG LITY

We find ways’



Punongbayan & Araullo |

An instinct for growth’

: 19th and 20th Floors, Tower 1
Rep Ort Of Independent Audltors The Enterprise Center
. £766 Ayala Rvenue
1200 Makati City
Philippires

T +63 2 988 2288
F +63 2 886 5508
www, punongbayan-arauiio.com

The Board of Directors and Stockholders
BDO Leasing and Finance, Inc.

(A Subsidiaty of BDO Unibank, Inc.)
BDO Leasing Centre, Corinthian Gardens
Ortigas Avenue, Quezon City

We have audited the accompanying financial statements of BDO Leasing and
Finance, Inc. and subsidiary (the Group) and BDO Leasing and Finance, Inc.

{the Parent Company) which comprise the statements of financial position as at
December 31, 2014 and 2013, and the statements of income, statements of
comprehensive income, statements of changes in equity and statements of cash flows
for each of the three years in the petiod ended December 31, 2014, and a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statetnents in accordance with Philippine Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from materal misstatement, whether due to fraud or
error.

Cerstified Public Accountants
P&A is 2 mermtet frm willun Grant Thomtor Internztional Ltd

Otfices in Cebu, Davao, Cavite

BOMPRC Cent of Reg Mo G002
SEC Growp A Accredilalion Ne DO02-FR-3




; Punongbéyan & Araullo

An instinct for growth’ -2

Apnditors’ Responsibility

Ohur responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits in accordance with Philippine Standards on
Auditing. Those standards requite that we comply with ethical requitements and plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free from matedal misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedutes selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement

of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considets internal control relevant to the entity’s preparation
and fair presentation of the financial statements 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness

of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Op;r'm'an

In our opinion, the financial statements present fairly, in all material respects, the
financial position of BDO Leasing and Finance, Inc. and subsidiary and of BDO
Leasing and Finance, Inc. as at December 31, 2014 and 2013, and their financial

performance and their cash flows for each of the three yeats in the period ended
December 31, 2014 in accordance with Philippine Financial Reporting Standards.

Lertified Public Accooniants
PEA 5 o 1eember lim witsin Grant Themios internationz? Lig



Punongbayan & Araullo

An instinct for growth’ -3

Emphasis of a Matter

As discussed in Note 21 to the financial statements, the Patrent Company presented
the supplementary information required by the Bureau of Internal Revenue for the
year ended December 31, 2014 in a supplementary schedule filed separately from the
basic financial statements. Such supplementary information is the responsibility of
management. The supplementary information is presented for purposes of additional
analysis and is not a requited part of the basic financial statements prepared in
accardance with Philippine Financial Reporting Standards; it is neither a required
disclosure under the Philippine Secutities and Exchange Commission rules and
tegulations covering the form and content of financial statements under Securities
Regulation Code Rule 68, as amended,

PUNONGBAYAN & ARAULLO

CPA Reg. No. 0095626
TIN 906-174-05%
PTR No. 4748317, Jan. 5, 2015, Makad City
SEC Group A Accreditation
Partner - No., 0628-AR-2 (until Sept. 5, 2016)
Fitrn - No. 0002-FR-3 (antil Mar. 31, 2015)
BIR AN 08-002511-22-2011 {untdl Nov. 7, 201 6}
Fizmn’s BOA/PRC Cert. of Reg, No. 0002 {unsil Dec. 31, 2015)

February 25, 2015

{erified Pubtc Accounitants
PEA Is & member Bem wahi Grant Thomios Interalional Li¢




BDO LEASING AND FINANCE, INC, AND SUBSIDIARY
(A Subsidiary of BI}QO Unihank, Inc.} .
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2014 AND 2013
(Amounts fn Millions of Philippine Pesos)

Group Parent Company
Notes 2044 2013 2014 2013
ASSETS
CASH AND CASH EQUIVALENTS 7 r a1 P 138.0 r 663 P 1291
AVAILABLE-FOR-SALE FINANCIAL ASSETS 8 2,373.3 2,093.% 2,373.3 2,093.5
LOANS AND OTHER RECEIVABLES - MNet 9 23,646.6 24,9780 23,6723 20,9712
PROPERTY AND EQUIFMENT - Net 18 2,012.6 1,424.2 4.3 7.5
INVESTMENT PROPERTIES - blet 11 320.6 145.7 320.6 1437
OTEER ASSETS - Net 12 479.1 361.0 477.8 720.8
TOTAL ASSETS B 20,2499 T 253374 P 272088 P 24,0678
LIABILITIES AND EQUITY

BILLS PAYABLE 13 P 19,6530 P 164485 P 17,9930 P 15,5174
ACCOUNTS PAYABLE AND OTHER LIABILITIES 1% 3408 258.1 266.8 196.%
INCOME TAX PAYABLE 364 275, 364 215
DEFERRED TAX LIABILITIES - Net 21 49.9 15.2 40.0 152
LEASE DEPOSITS 15 4,193.9 38171 4,143.9 3,774.6

Tota] Liabilities 7 24,264.1 20,566.4 22,485.1 19,531.2
CAPITAL STOCK 6 2,225.2 2,225.2 2,225.2 2,228.2
ADDITIONAL PAID-IN CAPITAL 3711 5711 5711 5711
TREASURY SHARES ( 8389 { 8183 ( 818} BLB)
RETAINED EARNINGS - 2 2,165.8 1,986.2 1,903.7 1,751.8
UNREALIZED FAIR VALITE GAINS

ON AVAILABLE-FOR-SALE FINANCIAL ASSETS 140.6 112.2 140.6 1122
NET ACCUMULATED ACTUARIAL LOSSES 2 { 3313 ¢ 4193 ( 35.1) ¢ 4.9}

Fotal Equity 4,985.8 47716 4,723.7 4,536.0
TOTAL LIABILITIES AND EQUITY P 29,2499 P 25,3374 P 27,2688 P 24,067.8

See Notes to Financial Scacements.



REVENUES
Interest and discounts
Rent
Other income

OPERATING COSTS AND EXPENSES
Qoeupancy and equipment-refated expenses
Interest and financing charges
Taxes and licenses
Employee benefits
Empairment and credit josses
Litigation/assets acquired expenses
Other expenses

PROFIT BEFORE TAX

TAX EXPENSE

NET PROFIT

Basic/Diluted Eamings Per Share

BDO LEASING AND FINANCE, INC. AND SUBSIDIARY

(A Subsidiary of BDO Unibank, Inc.)
STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012
(Amounts in Millions of Philippine Pesos, Except Per Share Data)

Group Parent Company
Notes 2014 2013 2012 2014 2013 2012

9 P 1,450 P 1,2978 P 1,271.2 14507 P 1,297.7 1,271.8

18 613.1 380.8 2298 - 1.2 -
17 209.6 224.3 260.5 240.3 197.4 251.2
2,273.6 1,902.9 1,761.5 1,691.0 1,496.3 1,523.6
10,11, 12 534.3 352.2 220.8 56.0 61.1 45.6
13 467.9 418.6 463.2 4311 4006.2 458.4
2 179.3 148.7 134.7 170.4 1440 1322
19 161.4 183.4 164.6 1614 183.4 164.6
9,11, 12 160.0 126.0 1125 100.0 126.0 112.5
24.9 17.0 419 24.6 17.6 47.9
20 91.7 91.2 9.9 91.7 88.9 90.6
1,559.5 1,337.1 1,234.6 1,035.2 1,020.6 1,051.8
714.1 565.8 526.9 655.8 4757 471.2
21 210.1 145.5 116.2 179.5 118.2 99.4
P 50440 P 4203 P 410.7 4763 P 357.5 371.8
22 P 023 P 019 P (.19 022 P 0.17 0.17

See Notes to Financial Statements.



STATEMENTS OF COMPREHENSIVE INCOME
(A Subsidiary of BDO Unibank, Inc.)
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 34, 2044, 2013 AND 2012
{(Amounts fnn Millions of Philippine Pesos}

Gronp : Parent Company
Nates 2614 2013 2012 2014 2013 2012
NET PROFIT P 5040 T 4203 P 4107 P 4763 P 3575 P 338
OTHER COMPREHENSIVE INCOME (1.058)
Items that will not be reclassified subsequently to profit or loss :
Remeasurements of post-employment defined benefit plan 19 9.7 217 ¢ 16.1) 9.7 217 101}
Tax income {expense} 21 { 293 ( 6.5) 30 ¢ 293 ( 65) 30
6,8 152 ( 71) 6.8 152 ( 71)
Ttems that will be reclassified subsequently to profit or loss
Uneealized fair value gains (losses) on revaluation
of avatlable-for-sale financial assets 8 285 7.5 ( 216} 285 s ( 210)
Tax income {expense) 2t 0.1) ( 0.4} 0.1 0.1) ( 0.4) 0.1
284 ¢ 209) 28.4 71 ¢ 2093
Other Comprehensive Income (Loss) - net of tax 352 . 863 ( 28.0) 35.2 . 863 ( 28.0)
TOTAL COMPREHENSIVE INCOME P 5392 P 5066 P 3827 P 515 P 4438 P 343.8

See Noves ta Financial Statements,



Balance at Januacy 1, 2014
Total comprehensive income
Cash dividends

Balance at Decernber 31, 2014

Balance at January 1, 2013
Total comprehensive income
Cash dividends

Balance at December 31, 2¢13

Balance at January 1, 2012
Totad comprehensive income (loss)
Cash dividends

Balance at December 31, 2012

BDO LEASING AND FINANCE, INC. AND SUBSIDIARY

(A Subsidiaey of BDO Unibank, Inc.) -
STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 ANI} 2012

(Amounts in Millions of Philippine Pesos)

Group
Unrealized
Fair Value
Gains oo
Net Available-for-
Additional Treasury Accumulated Sale
Paidin Shares, Retained Actuarial Financial
MNote Capital Stock Capital At Cost Earnings Losses Assets Net Equity
P 2,225.2 510 (P 818) P 1,986.2 (P 419y P 2.2 4,771.0
- - - 504.0 6.8 284 539.2
1 - . - { 24.4) . - 3244)
P 22252 5711 ( P 318) P 2,658 (P 351) P 140.6 4,985.8
P 2,225.2 511 (P §18) P 1,8903 (P 57.1) P 411 45888
B - 420.3 15.2 .1 506.6
16 - . - { 324.4) - - 124.4)
T 22252 5711 (P 318y P 19862 (P 41.9% P 112.2 4,771.0
P 22252 5711 (P 818y T 15877 (P 50.0) P 620 4,314.2
- - 4107 ( 715 ¢ 2093 3827
16 - ( 108.1) - - 108.1)
P 22252 5711 (I 81.8) P 1890.3 (P 57.1) P 41.1 4,588.8

Sce Notes to Financial Statements.



Balance at Jaauzry 1, 201
Total comprehensive income
Cash dividends

Balance 2t December 31, 2014

Balance at January 1, 2013
Total compzehensive income
Cash dividends

Balance at December 31, 2013

Balence at Januacy 1, 2012
Total comprehensive income {loss)
Cash dividends

Balance at December 31, 2012

Notes

BDO LEASING AND FINANCE, INC. AND SUBSIDIARY
(A Subsidiary of BDO Unibank, Inc.}
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012
(Amounts in Millions of Philippine Pesos)

Parent Company

Unrealized
Fair Value
Gains on
Net Available-for-
Additonat Treasury Accumulated Sale
Paid-in Shares, Retained Actuariat - Financial
Capital Stock Capital At Cost Eamings Losses Assets Net Equity
r 22252 P 5781 (P 818 P 1,1518 (P #H9) P w2 P 4,536.6
- . - - 476.3 6.8 28.4 515
- - - ( 324.4) - - ( 3244)
P 22252 P 571 (P 818) P 1,903.7 (P 351y P 1406 P 4,725.7
P 22252 P 3711 (P B818) P 1,187 (P 511y P 411 P 44172
- - - 331A 152 Tt 443.8
- - - { 3244} - - { 324.4%
P 2.225.2 P 5711 (P 818y P 1,751.8 (P 419y P 1122 P 4,336.6
r 22252 P 5Ma (P 818} P 1,3558 (P 500 P 620 T 41815
- - - 378 ( FARN 20.9) 3438
- . . ( 108.1) - - ( 108.1)
P 23252 hid 57111 (P 81.8) P 1,718.7 (¥ 511 P 41.1 P 4.417.2

See Notes to Financial Statements.



B LEASING AMD FINANCE, INC. AND SUBSIDIARY”

{A Subsidiary of BDO Unibauk, Inc.)
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012

(Amaunmnis in Millions of Philigpine Fesos)

Group Parent Company
Tlomes 2014 2013 22 2034 2013 20i2
CASH FLOWS FROM OFERATING ACTIVITIES
Profit before tax P Ll P 3658 P 5269 T ©55.8 4787 P 4712
Adjustments for:
Taterest ceeaved 1,424.4 13108 1,252.4 14284 13115 12528
Iatercst and discounts 7 14509 { 129737 ( 13712 { £480.7) { 1,297.73 { 1,271.8)
Interest and financing charges pad { 47273 ¢ 419.0} { 436.43 ( 435.1) { 4243 436.1)
Interest and finzncing charges 13 4679 HE6 463.2 4311 400.2 458.4
Deprociation: and amorgzation 10,11, 2 300.8 3245 195.1 a2 337 159
Tmpaitment and ceedit losses 5.3, 12 1600 1260 1125 160G 1260 1123
Gain on s of propecty and cquipment and
mvestment proparties m{ 573 { 25} ¢ 55.1) ( 194) { 73 ¢ 3153
Day one loss 34 24 3.3 4.3 36 &5
Qpesating profit befote changes in operadng assets and Habiiies 1,268.3 10051 793.2 1344 6381 361.9
Tnerease in doans and other weeivables 4 27568} ( 3,830.1% { 2756687 ( 5L7805) { 3,8328) ( ATE8T )
Increase in othes asstis { 179.2) { 1340} ( 5273 ¢ TE8} ( 9.1} { 227}
Inceease {decrease} in accounts payable and osher labilites B2.8 146.2 { 2339} w3 978 { 26046}
Incceast s lerse deposits 341 G433 T46.8 3723 e 412
Cash wsed in opearions { L2z} { I35 { 1,5186) 1,678.1) { 2471.3) { 1,729.9}
Cash paid for incame taxes { ur4>r < 13403 { 8E87¢( 4y { 15407 { $1.8)
Per Cash Used in Opemataig Acivities { L3286 { 232531 ( 1600.4) ( £795.5) { 452333 { 137
CASH FLOWS FROM INVESTING ACTIVITIES
Avyuisition of property and squipment W LI7T83) ( 1,0910) { 33407 ( 18) ¢ 353 ( 45)
Proreeds from disposal of poopetsy wid
seuipment and investment propeties L) 30.5 G4 86 379 BL -
Agquisition o avalable-forsale inancial assets () 50,0 ) - ( 250.0)
Addition in investment properties u 50) { 1) { 7783 ( 50% ( 1413 ¢ 778}
Net Cash From {Used in) Investing Actinties { 1,282.83 { 103773 { 40323 ( 219.8) 174 { £43)
CASH FLOWS FROM FINANCING ACTIVITIES
Net availments of bills payable . 32155 37562 20934 24834 29979 19513
DPayments of cash disidands o { 324.4) { 1244) ( 1684} ( A { 32443 ( 1813
Redemprion of preferred shares - - - §1.5 -
Mer Cash From Financing Activities s 28911 34318 19853 22465 26735 18732
NET INCREASE (DECREASE) IN CASH AND 2197 2T 18.3) 3.2 656 { 22.8)
CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT 138.0 - 024 87.7 129.% 635 863
BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT 7 by 477 T 1380 P 895 T 300.3 1294 P 63.5
END OF YEAR
Supplentental Information on Nos-cash Investing Activities:
The Company sechssified cemtain Non-curmeat Assets Held-foe-sade to lvestment Propeay in 2014 and cestain Tropeay o N Assets Held-for-sal

in 2013 {see Notes Ll and 1)

Sce Notes [0 Financial Statemrents,



BDO LEASING AND FINANCE, INC. AND SUBSIDIARY
(A Subsidiaty of BDO Unibank, Inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014 AND 2013
(Amounts in Millions of Philippine Pesos, Except Per Shate Data,
Exchange Rates and As Indicated)

CORPORATE INFORMATION

101 Incotporation and Operations

BDO Leasing and Finance, Inc. (BDO Leasing or the Parent Company) isa
domestic corporation incorporated in 1981. Its shares wese listed in the Philippine
Stock Exchange, Inc. (PSE) on Januaty 6, 1997. The Parent Company operates as a
leasing and financing entity which provides direct leases, sale and leaseback
arrangements and real estate leases. Financing products include amortized
commercial and consumer loans, installment paper purchases, floor stock financing,
receivables discounting, and factoring.

The Parent Company is a subsidiary of BDO Unibaak, Inc. (BDO Unibank or
Ultirnate Parent Company), a universal bank incorporated and doing business in the
Philippines. BDO Unibank offers a wide range of banking sexvices such as
traditional loan and deposit products, as well as treasury, remittance, trade services,
credit card services, trust and others.

BDO Rental, Inc. (BDO Rental), a wholly owned subsidiary of BDO Leasing,

is registered with the Philippine Securities and Exchange Commission (SEC) to
engage in renting and leasing of equipment. It started its commetcial operations on
June 30, 2005.

The Parent Company’s principal office is located at BDO Leasing Centre, Coriathian
Gardens, Ortigas Avenue, Quezon City. As of December 31, 2014, BDO Leasing
has six branches located in the cities of Makati, Cebu, Davao, Cagayan de Oro and
Tloilo and in the province of Pampanga. The registered address of BDO Unibank is
located at BDO Corporate Center, 7899 Makati Avenue, Makati City.

1.02 Approval of Financial Statements

The accompanying financial statements of BDO Leasing and Subsidiary (the Group)
and of the Parent Company as of and for the year ended December 31, 2014
(including the comparative financial statements for December 31, 2013 and 2012)
were authorized for issue by the Parent Company’s Board of Directors (BOD) on
February 25, 2015.



-2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of these
financial stateroents are summarized in the succeeding sections. These policies have
been consistently applied to all the years presented, unless otherwise stated.

2.01 Basis of Preparation of Financial Statements

(a)

(%)

(¢

Statement of Complianze with Philippine Financial Reporting Standards

The consolidated financial statements of the Group and the separate financial
statements of the Patent Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). PERS are adopted by the
Financial Reporting Standards Council (FRSC) from the pronouncements
issued by the International Accounting Standards Board, and approved by the
Philippine Board of Accountancy (BOA).

The financial statements have been prepared using the measurement bases
specified by PFRS for each type of asset, liability, income and expense. The
measurement bases are more fully described in the accounting policies that
follow.

Presentation of Finandial Statements

The financial statements are presented in accordance with Philippine
Accounting Standard (PAS) 1, Presentation of Financial Statemenis. The Group
presents the statement of comprehensive income separate from the statement
of income.

The Group presents a third statement of financial position as at the beginning
of the preceding period when it applies an accounting policy retrospectively, or
makes a retrospective restatement or reclassification of items that has a
material effect on the information in the statement of financial position at the
beginning of the preceding period. The related notes to the third statement of
financial position are not tequired to be disclosed.

Functional and Presentation Currency

These financial statements are presented in Philippine pesos, the Group’s
fanctional and presentation currency, and all values represent absolute amounts
except when otherwise indicated.

Items included in the financial statements of the Group are measured using the
Group’s functional currency. Functional currency is the currency of the
primary economic envitonment in which the Group operates.
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2.02 Adoption of New and Amended PFRS

@

Effective in 20714 that are Relevant to the Group

In 2014, the Group adopted for the first time the following amendments and
interpretations to PFRS that ate relevant to the Group and effective for financial
statements for the annual period beginning on or after January 1, 2014

PAS 32 (Amendment) : - Financial Instruments: Presentation —
Offsetting Financial Assets and
Financial Liabilities

PAS 36 (Amendment) : Impairment of Assets — Recoverable

Amount Disclosures for
Non-financial Assets

PAS 39 (Amendment) . Financial Instruments: Recognition and
Measurement — Novation of
Derivatives and Continuation of

Hedge Accounting
PERS 10, 12 and
PAS 27(Amendinents) . Consolidated Financial Statements,
' Disclosures of Iaterest in Other
Entities and Separate financial
Statements
Philippine Interpretation
International Financial
Reporting Interpretations
Committee (IFRIC) 21 ¢ Levies

Discussed below are the relevant information about these amended standards
and Interpretation

() PAS 32 (Amendment), Financial Instruments: Presentation — Offsetting Financial
Assets and Financial Liabilities. The amendment provides guidance to address
inconsistencies in applying the criteria for offsetting financial assets and
financial liabilities. It clarifies that an entity must currently have a right of
set-off that is not contingent on a future event, and must be legally
enforceable in the normal course of business; in the event of default; and, in
the event of insolvency or bankruptcy of the entity and all of the
counterparties. The amendment also clarifies that gross settlement
mechanisms (such as through a clearing house) with features that both
eliminate credit and liquidity risks and process receivables and payables in a
single settlement process, will satisfy the criterion for net settlement. As the
Group does not cutrently present any of its financial assets and financial
liabilities on a net basis in accordance with the provision of PAS 32, the
amendment has no material effect on the Group’s financial statement fot
any petiods presented.
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PAS 36 (Amendment), Impairment of Assets — Recoverable Amonnt Disclosures
for Non-financial Assets. The amendment clarifies that disclosure of
information about the recoverable amount of individual asset {including
goodwill) or a cash-generating unit is required only when an impairment loss
has been recognized or reversed during the reposting period. If the
recoverable amount is determined based on the asset’s or cash-generating
anit’s fair value less cost of disposal, additional disclosures on fair value
measurement required under PFRS 13, Fair Value Measurement, such as but
not limited to the fait value hierarchy, valuation technique used and key
assumptions applied should be provided in the financial statements.

This amendment did not result in additional disclosures in the financial
statements since the recoverable amounts of the Group’s non-financial
assets, where impairment losses have been recognized were determined
based on fair vaiue which have been adequately disclosed in accordance with
PAS 36 (see Notes 11 and 12).

(iii) PAS 39 (Amendment), Financial Instruments: Recognition and Measurement —

Novation of Derivatives and Continuation of Hedge Acconnting. The amendment
provides some relief from the requirements on hedge accounting by
allowing entities to continue the use of hedge accounting when a desivative
is novated to 2 clearing counterparty resulting in termination or expiration of
the original hedging instrument as a consequence of laws and regulations, or
the introduction thereof. As the Group neither entets into transactions
involving derivative instruments nor does it apply hedge accounting, the
amendment did not have any impact on the Group’s financial statements.

(iv) The Amendments to PFRS 10, 12 and PAS 27(Amendment), Consolidated

)

Financial Statements, Disclosurs of Interests in Other Entities, and Separate Financial
Statements. The amendments define the term “investment entity” and
provide to such an investment entity an exemption from the consolidation
of particular subsidiaties and instead require to measure investment in each
eligible subsidiary at fair value through profit or loss in accordance with
PAS 39, Finanial Instruments: Recogrition and Measurement, or PFRS 9, Financial
Instruments, both in its consolidated or separate financial statements, as the
case maybe. The amendments also require additional disclosures about the
details of the entity’s unconsolidated subsidiaries and the nature of its
relationship and certain transactions with those subsidiaries. These
amendments have no significant impact on the Groups® financial statements.

Philippine Interpretation IFRIC 21, Levies. This interpretation clarifies that
the obligating event as one of the criteria under PAS 37, Provisions, Contingent
Liabilities and Contingent Assets, for the recognition of a liability for levy
imposed by a government is the activity described in the relevant legislation
that triggers the payment of the levy. Accordingly, the liability is recognized
in the financial statements progressively if the obligating event occuts over a
period of time and if an obligation is triggered on reaching a minimum
threshold, the liability is recognized when that minimum threshold is
reached. This amendment had no significant impact on the Group’s
financial statements.
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(b)  Effective Subsequent to 2014 but not Adopted Early

There are new PFRS, amendments 2nd annual improvements to existing
standards effective for pesiods subsequent to 2014 which are adopted by the
FRSC, subject to the approval of the BOA. Management will adopt the
following relevant pronouncements in accordance with their transitional
orovisions and, unless otherwise stated, none of these are expected to have
significant impact on the Group’s financial statements:

@

(1)

(tif)

PAS 19 (Amendment), Employee Benefits — Defined Bensfit Plans ~ Employee
Contributions (effective from July 1, 2014). The amendment clasifies that if
the amount of the contributions from employees or third parties is
dependent on the number of years of setvice, an entity shall attribute the
contributions to periods of service using the same atttibution method
(ie., either using the plan’s contribution formula or on 2 straight-line
basis) for the gross benefit.

PAS 1 (Amendment), Presentation of Financial Statements — Disclosure Initiative
(effective from January 1, 2016). The amendment encourages entities to
apply professional judgment in presenting and disclosing information int
the financial statements. Accordingly, it clarifies that materiality applies to
the whole financial statements and an entity shall not reduce the
understandability of the financial statements by obscuring matesial
information with immaterial information or by aggregating material items
that have different natures or functions. Moreover, the amendment
clarifies that an entity’s share of other comprehensive income of associates
and joint ventures accounted for using equity method should be presented
based on whether or not such other comprehensive income item will
subsequently be reclassified to profit or Joss. It further clarifies that in
determining the order of presenting the notes and disclosures, an entity
shall consider the undesstandability and comparability of the financial
statements.

PAS 16 (Amendment), Property, Plant and Equiprent, and PAS 38
(Amendment), Infangible Assets — Clarification of Acceptable Methods of
Depreciation and Amortization (effective from January 1, 2016). The
amendment in PAS 16 clarifies that a depreciation method that is based
on revenue that is generated by an activity that includes the use of an asset
is not appropriate for property, plant and equipment. In addition,
amendment to PAS 38 introduces a rebuttable presumption that an
amottization method that is based on the revenue generated by an activity
that includes the use of an intangible asset is not appropriate, which can
only be overcome in limited circumstances where the intangible asset is
expressed as a measure of revenue, or when it can be demonstrated that
revenue and the consumption of the economic benefits of an intangible
asset are highly correlated. The amendment also provides guidance that
the expected future reductions in the selling price of an item that was
produced using the asset could indicate an expectation of technological or
commetcial obsolescence of an asset, which may reflect a reduction of the
future economic benefits embodied in the asset.
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PAS 27 (Amendment), Separate Financial Statements — Equity Method in
Separate Financial Statements (effective from Januvary 1, 2016). This
amendment introduces a third option which permits an entity to account
for its investments in subsidiaties, joint ventures and associates under the
equity method i its separate financial statements in addition to the
current options of accounting those investments at cost or in accordance
with PAS 39 or PERS 9, Financial Instruments. As of the end of the
reporting period, the Parent Company has no plan to. change the
accounting policy for its investrents in its subsidiary.

PAS 28 (Amendment), Investments in Associates and Joint Ventsres —
Inwestment Entities — Appilving the Consolidation Exception (effective from
Tanuary 1, 2016). This amendment addresses the concetns that have
arisen in the context of applying the consolidation exception for
investment entities. This amendment permits a non-investment entity
investor, when applying the equity method of accounting for an associate
ot joint venture that is an investment entity, to retain the fair value
measurement applied by that investment eatity associate or joint venture
to its interests in subsidiaries.

PFRS 10 (Amendment), Consolidated Financial Statements and PAS 28
(Amendment), Investments in Associates and Joint Ventures — Sale or Contribution
of Assets between an Investor and its Associates or Joint Venture {effective from
January 1, 2016). The amendment to PFRS 10 requires full recognition in
the investor’s financial statements of gains ot Josses arising on the sale or
contribution of assets that constitute a business as defined in PFRS 3,
Business Combinations, between an investor and its associate or joint
venture. Accordingly, the partial recognition of gains or losses (ie., to the
extent of the unrelated investor’s interests in an associate or joint venture}
only applies to those sale of coniribution of assets that do not constitute a
business. Corresponding amendment has been made to PAS 28 to reflect
these changes. In addition, PAS 28 has been amended to clarify that when
determining whether assets that are sold or contributed constitute a
business, an entity shall consider whether the sale or contribution of those
assets is patt of multiple arrangements that should be accounted for as a
single transaction.

PFRS 9 (2014), Financial Instruments (effective from January 1, 2018). This
new standard on financial instruments will eventually replace PAS 39 and
PFRS 9 (2009, 2010 and 2013 versions). This standard contains, among
others, the following:

e three principal classification categories for financial assets based on
the business model on how an entity is managing its financial
instruments;

e an expected loss model in determining itmpairment of all financial
assets that are not measured at fair value through profit or loss
(FVTPL), which generally depends on whether there has been a
significant increase in credit tisk since initial recognition of
financial asset; and,
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°  anew model on hedge accounting that provides significant
improvements principally by aligning hedge accousnting more
closely with the risk management activities undertaken by entities
when hedging their financial and non-financial risk exposures.

In accordance with the financial asset classification principle of

PFRS 9 (2014), a financial asset is classified and measured at amortized
cost if the asset is held within a business model whose objective is to
hold financial assets in order to collect the contractual cash flows

that represent solely payments of principal and interest (SPPI) on the
principal outstanding. Moreover, a financial asset is classifted and
subsequently measured at fair value through other comprehensive
income if it meets the SPPI critetion and is held in a business model
whose objective is achieved by both collecting contractual cash flows
and selling the financial assets. All other financial assets are measured at
FVTPL.

In addition, PFRS 9 (2014) allows entities to make an irrevocable
election to present subsequent changes in the fair value of an equity
instrument that is not held for trading in other comprehensive income.

The accounting for embedded derivatives in hest contracts that are
financial assets is simplified by removing the requirement to consider
whether or not they are closely related

and, in most arrangements, does not require separation from the host
contract.

For liabilities, the standard retains most of the PAS 39 requirements
which include amortized cost accounting for most financial habilities,
with bifurcation of embedded derivatives. The amendment also requires
changes in the fair value of an entity’s own debt instruments caused by
changes in its own credit quality to be recognized in other
comprehensive income rather than in profit or loss.

The Group does not expect to implement and adopt any version of
PERS 9 until its effective date. In addition, management is curtently
assessing the impact of PFRS 9 on the financial statements of the Group
and it will conduct a comprehensive study of the potenttal impact of this
standard prior to its mandatory adoption date to assess the impact of all
changes.

Annual Improvements to PFRS. Annual improvements to PFRS
(2010-2012 Cycle) and PFRS (2011-2013 Cycle} effective for anaual
periods beginning on or after July 1, 2014, and to PFRS (2012.2014 Cycle)
effective for annual periods beginning on ot after January 1, 2016, made
minor amendments to 2 number of PFRS. Among those improvements,
the amendments presented in the succeeding pages are relevant to the
Group but management does not expect those to have materal impact on
the Group’s financial statements.
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Annual Improvemsents to PFRS (2010-2012 Cycle)

(@)

)

(9

@

PAS 16 {Amendment), Property, Plant and Equipment, and PAS 38
(Amendment), Intangible Assets. The amendments clarify that when
an item of propezty, plant and equipment, and intangible assets is
revalued, the gross catrying amount is adjusted in a manner that is
consistent with a revaluation of the carrying amount of the asset.

PAS 24 (Amendment), Related Party Disclosures. The amendment
clarifies that an entity providing key management setrvices to a
reporting entity is deemed to be a related party of the latter. It also
clarifies that the information required to be disclosed in the financial
statements are the amounts incurred by the reporting entity for key
management personnel services that are provided by a separate
management entity and not the amounts of compensation paid oz
payable by the management entity to its employees or directors.

PFRS 8 (Amendment), Operating Segments. This amendment requires
disclosure of judgments made by management in applying the
aggregation criteria to operating segments. This includes a
description of the segments which have been assessed in
determining that the aggregated segments share similar economic
characteristics. It further clarifies the requirement to disclose for the
reconciliations of segment assets to the entity’s assets if that amount
is regularly provided to the chief operating decision maker.

PFRS 13 {Amendment), Fair Value Measurement. The amendment in
the basis of conclusion of PFRS 13 clarifies that isswing PFRS 13
and amending certain provisions of PFRS 9 and PAS 39 related to
discounting of financial instruments did not remove the ability to
measure short-term receivables and payables with no stated mterest
rate on an undiscounted basis, when the effect of not discounting is
imumatertal.

Annnal Improvements fo PERS (2011-2013 Cyele)

(@)

(¢

PFRS 13 (Amendment), Fasir I alue Measurement. "The arnendment
clarifies that the scope of the exception for measuring the fair value
of a group of financial assets and financial labilities on a net basis
(the portfolio exception) applies to all contracts within the scope of
and accounted for in accordance with PAS 39 or PFRS 9, regardiess
of whether they meet the definition of financial assets or financial
liabilities as defined in PAS 32.

PAS 40 (Amendment), Investmrent Property. The amendment clarifies
the interrelationship of PFRS 3 and PAS 40 in determining the
classification of property as an investment propetty or owner-
occupled property, and explicitly requires an entity to use judgment
in determining whether the acquisition of an investment property is
an acquisition of an asset or a group of asset in accordance with
PAS 40, or a business combination in accordance with PFRS 3.
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Annnal Improvements to PFRS (2012-2014 Cycle)

(a) PFRS 5 (Amendment), No#-current Asseis Fleld for Sale and Discontinued
Operations. The amendment clarifies that when an entity reclassifies an
asset {or disposal group) directly from being held for sale to being
held for distribution (or vice-versa), the accounting guidance in
patagraphs 27-29 of PFRS 5 does not apply. It also states that when
an entity determines that the asset (or disposal group) is no longer
available for immediate distribution or that the distribution is no
longer highly probable, it should cease held-for-distribution
accounting and apply the guidance in paragraphs 27-29 of PFRS 5.

(6) PFRS 7 {Amendment), Financial Instruments — Disclosures. The
amendment provides additional guidance to help entities identify the
circumstances under which a contract to “service” financial assets is
considered to be a continuing involvement in those assets for the
purposes of applying the disclosure requitements of PFRS 7. Such
circumstances commonly arise when, for example, the servicing is
dependent on the amount or timing of cash flows collected from the
transferred asset or when a fixed fee is not paid in full due to non-
performance of that asset.

{¢) PAS 19 (Amendment), Emplayee Benefits. The amendiment clarifies that
the cutrency and term of the high quality corporate bonds which were
used to determine the discount rate for post-employment benefit
obligations shall be made consistent with the currency and estimated
term of the post-employment benefit obligations.

2.03 Basis of Consolidation and Invesunent in a Subsidiary

The Group’s consolidated financial statements comprise the accounts of the Parent
Company and its subsidiary, after the elimination of all intercompany transactions.
All intercompany assets and liabilities, equity, income, expenses and cash flows
relating to transactions between entities under the Group, are eliminated in full on
consolidation, Unrealized profits and losses from intercompany transactions that are
recognized in assets ate also eliminated in full. Intercompany losses that indicate
impairment is recognized in the consolidated financial statements.

‘The financial statements of the subsidiary ate prepared for the same reporting perod
as the Parent Company, using consistent accounting principles.

A subsidiaty is an entity (including structured entities) over which the Parent
Company has control. The Parent Company controls an entity when (i) it bas the
power over the entity, (ii) it is exposed, or has rghts to, variable returns from its
involvement with the entity and (iff) it has the ability to affect those returns through
its power over the entity. A subsidiary is consolidated from the date the Parent
Company obtains control

The Patent Company reassesess whether or not it controls an entity if facts and
circumstances indicate that there are changes to one or mote of the three elements
of controls indicated above. Accordingly, entities are deconsolidated from the date
that control ceases.
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The acquisition method is applied to account for acquired subsidiaries. This requires
recognizing and measuting the identifiable assets acquired, the liabilities assumed and
any noncontrolling interest in the acquiree. The consideration transferred for the
acquisition of a subsidiary is the fair values of the assets transferred, the labilities
incurred to the former owners of the acquire and the equity interests issued by the
Group, if any. The consideration transferred also includes the fair value of any asset
ot liability resulting from a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred and subsequent change in the fair value of contingent
consideration is recogpized directly in profit or loss.

Identifiable assets acquired and labilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition date.
On an acquisition-by-acquisition basis, the Group recognizes any non-controliing
interest in the acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any non-controlling
interest in the acquiree and the acquisition-date fair value of any previous equity
interest in the acquiree over the fair value of the Group’s share of the identifiable net
assets acquired is recognized as goodwill. If this is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain purchase, the difference is
recognized directly in profit or loss as gain.

The resuits of subsidiary acquired or disposed of during the year, if any, are included
in profit or loss from the date of acquisition oz up to the date of disposal, as
appropsate.

The Parent Company’s investment in a subsidiary is accounted for in the Parent
Company’s financial statements at cost, less any impairment loss (see Note 2.19).

2.04 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the Group’s Strategic Steering Committee, its chief operating
decision-maker. The strategic steesing committee is responsible for allocating
resources and assessing performance of the operating segments.

In identifying its operating segments, management generally follows the Group's
products and service lines as disclosed in Note 4, which represent the main products
and services provided by the Group.

Each of these operating segments is managed separately as each of these service lines
requires different technologies and other resoutces as well as marketing approaches.
All inter-segment transfers are carried out at arm’s length prices.

The measurement policies the Group uses for segment reporting under
PFRS 8 are the same as those used in its consolidated financial statements.

There have been no changes from prior periods in the measurement methods used
to determine reported segment profit or loss.
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2.05 Financial Assets

Financial assets are recognized when the Group becomes a party to the contractual
terms of the financial instrument. Financial assets other than those designated and
effective as hedging instruments are classified into the following categories: financial
assets at FVTPL, loans and receivables, held-to-maturity investments and
available-for-sale (AFS) financial assets. Financial assets are assigned to the different
categories by management on initial recognition, depending on the purpose for
which the investments were acquired.

Regular purchases and sales of financial assets are recognized on their trade date.
All financial assets that are not classified as at FVTPL are initially recognized at fair
value plus any dicectly attzibutable transaction costs. Financial assets cattied at
FVTPL ate initially recognized at fair value and transaction costs are expensed in
profit or loss. A more detailed description of the categories of financial instruments
relevant to the Group is as follows:

(a}  Loans and Recesvables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They arise
when the Group provides money, goods ot services directly to the debtor with
no intention of trading the receivables. They are included in cutrent assets,
except for those with maturities greater than 12 months after the end of each
reporting petiod, which are classified as non-current assets.

The Group’s financial assets categotized as loans and receivables are presented
as Cash and Cash Equivalents and Loans and Other Receivables in the
statement of financial position. Cash and cash equivalents include cash on
hand, demand deposits and shost-term, highly liquid investments readily
coavertible to known amounts of cash.

Loans and receivables are subsequently measured at amortized cost using the
effective interest method, less impairment loss, if any. Impairment loss is
provided when there is objective evidence that the Group will not be able to
collect all amounts due to it in accordance with the original terms of the
receivables. The amount of the impairment loss is determined as the
difference between the assets’ carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been
incurred), discounted at the financial asset’s original effective interest rate or
current effective interest rate determined under the contract if the loan has a
variable interest rate.

The carrying amount of the asset shall be reduced either directly or through
the use of an allowance account. The amount of the loss shall be
recognized in profit or loss.

If in. 2 subsequent period, the amount of the impairment loss decreases and
the decrease can be related obiectively to an event occurring after the
impairment was recognized (such as an improvement in the debtor’s credit
rating), the previously recognized impairment loss is reversed by adjusting
the allowance account. The amount of the reversal is recognized in the
profit or loss.
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This category includes non-derivative financial assets that ate either designated
to this category ot do not qualify for inclusion in any of the other categories of
financial assets. The Group’s AFS financial assets include listed equity
securities, corporate bonds and golf club shares.

All financial assets within this category ate subsequently measured at fair vaiue.
Gains and losses from changes in fair value are recognized in other
comprehensive income, net of any income tax effects, and are reported as part
of the Untealized fair value gain on available-for-sale financial assets account in
equity, except for interest and dividend income, impairment losses and foreign
exchange differences on monetaty assets, which are recognized in profit or
foss,

When the financial asset is disposed of or is determined to be impaired, that is,
when there is a significant ot prolonged decline in the fair value of the security
below its cost, the cumulative fair value gains or losses recognized in other
comprehensive income is reclassified from equity to profit or loss and is
presented as reclassification adjustment within other comprehensive income
even though the financial asset has not been derecognized.

Reversal of impairment losses is recognized in other comprehensive income,
except for financial assets that are debt securities which are recognized in profit
or loss only if the reversal can be objectively related to an event occurting after
the impairment loss was recognized. '

AFS financial assets ate presented as a separate line item in the statement of
financial position.

Impairment losses recognized on financial assets ate included as part of Impairment
and Credit Losses under Operating Costs and Expenses in the statement of income.

For investments that are actively traded in organized financial markets, fair value 1s
determined by reference to stock exchange-quoted market closing prices on each
reporting date. For investments whete there is no quoted market price, fair value is
determined by reference to the cusrent market value of anothes instrument which is
substantially the same or is calculated based on the expected cash flows (such as
dividend income) of the undezlying net asset base of the investment.

A financial asset is considered as being traded in an active market if quoted prices or
market values are readily and periodicaily available from stock or debt markets,
exchanges, dealers, brokers, industry groups, pricing sesvice entities or regulatory
agencies. In such cases, those prices or values represent actual and reguladly
occurring market trapsactions on an arm’s length basis. Otherwise, the matket i
regarded as being inactive. Indications that a market is inactive when there are few
recent transactions or market participants have not engaged in transactions for at
feast one year.

Non-compounding interest, dividend income and other cash flows resuiting from
holding financial assets are recognized in profit or loss when earned, regardless of
how the related cartying amount of financial assets is measured.
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The financial assets are derecognized when the contractual rights to receive cash
flows from the financial instruments expize, or when the financial assets and all
substantial risks and rewards of ownership have been transferred to another party.
If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognizes its
retained interest in the asset and an associated Lability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards of ownership of 2
transferred financial asset, the Group continues to recognize the financial asset and
also recognizes a collateralized botrowing for the proceeds received. '

206 Property and Equipment

Property and equipment are carried at acquisition cost less accumulated depreciation
and amortization and any impairment in value.

The cost of an asset comprises its purchase price and directly attributable costs of
bringing the asset to working condition for its intended use. Expenditures for
additions, major imptovements and renewals are capitalized while expenditures for
repairs and maintenance are charged to expense as incurred.

Depreciation is computed using the straight—ﬁne method over the estimated useful
lives of the depreciable assets as follows:

Transporeation and other equipment 3-5 years
Furniture, fixtures and others 3-5 years

Leasehold improvements are amortized over the terms of the leases or the estimated
useful lives of the improverments, whichever is shorter.

An asset’s carrying amount is written down immediately to its recoverable amount if
the asset’s carrying amount is greater than its estimated recoverable amount
(see Note 2.19).

The residual values and estimated useful lives and method of depreciation of
property and equipment are reviewed and adjusted if appropriate, at the end of each
repotting period.

An item of property and equipment, including the related accumulated 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. Any
gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the cartying amount of the item) is included
in profit ot loss in the year the item is derecognized.
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2.07 Noo~curtent Assets Classified as Held-for-Sale

Assets held-for-sale (presented under Other Assets) include chattel oz personal
properties acquired through repossession or foreclosure that the Group intends to
sell and will be disposed of within one year from the date of classification as
held-for-sale. Starting 2014, for real and other properties acquired through
foreclosuse or repossession, the Group included in its criteria that there should be an
existence of a buyer before a foreclosed or repossessed property can be classiffed as
Non-current Asset Held for Sale {see Note 3.01(d)].

The Group classifies 2 non-current asset (or disposal group) as held for sale if its
carrying amount will be recovered principally through a sale transaction rather than
through continuing use. In the event that the sale of the asset is extended beyond
one year, the extension of the period required to complete the sale does not preclude
an asset from being classified as held for sale if the delay is caused by events or
circumstances beyond the Group’s control and as long as there is a ready buyer.

Assets classified as held-for-sale are measured at the lower of their catrying amounts,
immediately prior to their classification as held for sale, and their fair value less costs
to seil. The Group shall recognize an impairment loss for any initial or subsequent
wiite-down of the asset at fair value less cost to sell. Gain for any subsequent
increase in fair value less cost to sell of an asset is recognized to the extent of the
cumulative impairment loss previously recognized. Assets classified as held for sale
are not subject to depreciation.

If the Group has classified an asset as held-for-sale, but the criteria for it to be
recognized as held for sale are no longer satisfied, the Group shall cease to classify
the asset as held for sale. ‘

The gain or loss arising from the sale or remeasurement of held for sale assets is
recognized in profit or loss and included as patt of Other Income (Expenses) in the
statement of income.

2.08 Investment Properties

Investment properties ate stated at cost. The cost of an investment property
comprises its purchase price and directly attributable cost incurred. This also
includes properties acquired by the Group from defaulting borrowers not held for
sale in the next twelve months from the end of the reporting period. For these
properties, the cost is recognized initially at the fair market value. Investment
properties except land are depreciated on a straight-line basis over a period of ten
years.

Subsequent to initial recognition, investment properties are stated at cost less
accumulated depreciation and any impairment in value. Depreciation and
impaitment loss are recognized in the same manner as in Property and Equipment.

The fair value of investment properties, as disclosed i Note 11, are based on
valuations provided by independent and/or in-house appraisers, which are market
value for land and building and related improvements and reproduction cost for
certain building and improvements.
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Investment properties are derecognized upon disposal o when permanently
withdrawn from use and no future economic benefit is expected from its disposal.
Any gain of loss on the retitement or disposal of investment properties is recognized
in profit ot loss in the year of retitement or disposal.

Direct operating expenses related to investment properties, such as repairs and
maintenance, and real estate taxes age normally charged against current operations in
the period in which these costs are incusred.

2.09 Other Assets

Other assets pertain to other resources controlled by the Group as a result of past
events. They are recognized in the financial statements when it is probable that
the future economic benefits will flow to the Group and the asset has a cost or
value that can be measured reliably.

2.10 Financial Liabilities

Pinancial liabilities, which include bills payable, accounts payable and other iabilities
(except tax-related payables) and lease deposits, are recognized when the Group
becomes a party to the contractual terms of the instrument. All interest-related
charges are included as part of Interest and Financing Charges under Operating
Costs and Expenses in the statement of income.

Bills payable are raised for suppott of long-term and short-term funding of
operations. They are recognized at proceeds received, net of direct issue costs.
Finance charges, including premiums payable on settlement or redemption and direct
issue costs, are charged to profit or loss on an accrual basis using the effective
interest method and are added to the cartying amount of the instrument to the
extent that they are not settled in the period in which they artise.

Accounts payable and other labilities are initially recognized at their fair values and
subsequently measured at amortized cost less settlement payments.

Lease deposits are initially recognized at fair value. The excess of the principal
amount of the deposits over its present value at initial recognition is immediately
recognized and is included as part of Day One Gains under Other Income account
in the statement of income. Meanwhile, interest expense on the amortization of
lease deposits using the effective interest method is included as part of Interest and
Financing Charges under Operating Costs and Expenses in the statement of income.

Dividend distributions to shateholders are recognized as financial Liabilities upon
declaration by the Group.

- Financial liabilities are derecognized from the statement of financial position only
when the obligations are extinguished either through discharge, cancellation or
expiration. The difference between the carrying amount of the financial ability
derecognized and the consideration paid or payable is recognized in profit or loss.
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2.11 Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the resulting net amount,
considered as a single financial asset or financial liability, is reported in the statement
of financial position when the Group currently has legally enforceable right to set off
the recognized amounts and there is an intention to settle on a net basis, or realize
the asset and settle the liability simultaneously. The tght of set-off must be available
at the end of the reporting period, that is, it is not contingent on a future event. It
must also be enforceable in the normal course of business, in the event of default,
and in the event of insolvency or bankruptcy; and must be legally enforceable for
both entity and all counterparties to the financial instruments

2.12 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow
of economic resources and they can be estimated reliably even if the timing ot
amount of the outflow may still be uncertain. A present obligation arises from the
presence of a legal or constructive commitment that has resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of the reporting
petiod, including the risks and uncertainties associated with the present obligation.
Where there are a number of similar obligations, the likelihood that an outflow will
be required in settlement is determined by considering the class of obligations as a
whole. When time value of money is matetial, long-term provisions are discounted
to their present values using a pretax rate that reflects market assessments and the
sisks specific to the obligation. The increase in the provision due to passage of tme
is recognized as interest expense. Provisions are reviewed at the end of each
repotting period and adjusted to reflect the current best estimate.

In those cases where the possible outflow of economic resource as a result of
 present obligations is considered improbable or remote, or the amount to be
provided for cannot be measured reliably, no liability is recognized in the financial
statements. Similarly, possible inflows of economic benefits to the Group that do
not yet meet the recognition criteria of an asset are considered contingent assets,
hence, are not recognized in the financial statements. On the other hand, any
reimbursement that the Group can be virtually certain to collect from a third party
with respect to the obligation is recognized as a separate asset not exceeding the
amount of the related provision.

213 Residual Value of Leased Assets

The residual value of leased assets, which approximates the amount of lease deposit
paid by the lessee at the inception of the lease, is the estimated proceeds from the
disposal of the leased asset at the end of the lease term. At the end of the lease term,
the residual value of the leased asset is generally applied against the lease deposit of
the lessee. The residual value of leased assets is presented as patt of loans and other
receivables account in the statement of financial position.
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2.14 Equity
Capital stock represents the nominal value of shares that have been issued.

Additional paid-in capital includes any premiums received on the issuance of capital
stock. Any transaction costs associated 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 reacquiring such shares.

Retained earnings represent all current and prior period results as reported in the
statement of income, reduced by the amounts of dividends declared.

Untealized fair value gains on AFS financial assets pertains to cumulative
mark-to-market valuation of AFS financial assets.

Net accumulated actuaial losses arise from the remeasurement of post-employment
defined benefit plan.

2.15 Revenue and Expense Recognition

Revenue comprises interest income on loans and receivables financed and reat
income from opetating lease contracts, measured by reference to the fair value of
consideration received or receivable by the Group for products sold and services
rendered, excluding value-added tax (VAT), as applicable.

Revenue is recognized to the extent that it is probable that the economic benefits
will flow to the Group and the revenue can be reliably measured. The following
specific recognition criteria of income and expenses must also be met before revenue
is recognized:

(a)  Imterest— Intetest income and expenses are recogrized in profit or joss for all
instruments measured at amortized cost using the effective interest method.

The effective interest method is a method of calculating the amortized cost of
a financial asset or a financial lability and of allocating the interest income or
interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated futute cash payments or receipts through the
expected life of the financial instrument or, when appropriate, 2 shorter period
to the net carrying amount of the financial asset ot financial liability. When
calculating the effective interest rate, the Group estimates cash flows
considering all contractual terms of the financial instrument but does not
consider future credit losses. The calculation includes all fees paid or received
between parties to the contract that are an integral part of the effective interest
rate, transaction costs and all other premiums or discounts.

The interest income on finance lease receivables is allocated over the lease term on 2
systematic and rational basis. The recognition of interest income on finance
lease is based on a pattern reflecting 2 constant pegodic rate of return on the
Group’s net investment in the finance lease. Lease payments relating to the
period, excluding costs for services, are applied against the gross investment in
the lease to reduce both the principal and the uncarned finance income.
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Once 2 financial asset ot a group of similar financial assets has been written

down as a result of an impairment loss, interest income is recognized using the
rate of interest used to discount the future cash flows for the purpose of
measuging the impairment loss.

Rent— Revenue from operating lease contracts is recognized in profit or loss on
a straight-line basis over the lease term, or on another systematic basis which is
more representative of the time pattern in which the use or benefit derived
from the leased asset is diminished (see Note 2.16).

Service foes — Fees related to the administration and servicing a loan ate
recognized as revenue as the services are rendered. This account 1s included
under Other Income.

Dividends — Revenue is recognized when the Group’s right to receive payment is
established.

Operating costs and expenses are recognized in profit or loss upon utilization of the
assets or services or at the date they ate incurred. All finance costs are reported in
profit or loss on an accrual basis, except capitalized borrowing costs which are

included as part of the cost of the related qualifying asset (see Note 2.21).

216 Leases

'The Group accounts for its leases as follows:

(@)

Group as a Lessor

Finance leases, where the Group transfers substantially all the risk and benefits
incidental to ownership of the Jeased item to the lessee, are included in the
statement of financial position under Loans and Other Receivables account. A
lease receivable is recognized at an amount equal to the net investment in the
lease. The difference between the gross lease receivable and the net investment
in the lease is recognized as unearned finance income. Finance income is
recognized based on the pattern reflecting a constant periodic rate of return on
the Group’s net investment outstanding in respect of the finance lease.

All income resuiting from the receivable is included as part of Interest and
Discounts in the statement of income.

Leases which do not transfer to the lessee substantially all the risks and benefits
of ownership of the asset are classified as operating leases. Lease income from
operating leases is recognized as income in profit or loss on a straight-line basis
over the lease term, or on a systematic basis which is more representative of
the time pattern in which the use or benefit detived from the leased asset is
diminished.

Initial direct costs incurred in negotiating operating leases are added to the
carrying amount of the leased asset and recognized over the lease term on the
same basis as the rental income. Contingent reats are recognized as revenue in
the year in which they are earned.
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(b} Group as a Lessee

Leases which do not transfer to the Group substantially all the risks and
benefits of ownership of the asset are classified as operating leases. Operating
lease payments {net of any incentive received from the lessor) ate recognized as
expense in profit or loss on a straight-line basis over the lease term. Associated
costs, such as maintenance and insurance, are expensed as incurred.

The Group determines whether an arrangement is, or contains, 2 lease based on the
substance of the arrangement. It makes an assessment of whether the fulfillment of
the arrangement is dependent on the use of a specific asset or assets and the
arrangement conveys a right to use the asset.

2.17 Foreign Curtency Transactions and Translation

The accounting records of the Group are maintained in Philippine pesos. Foreign
currency transactions during the period are translated into the functional curtency at
exchange rates which approximate those prevailing on transaction dates.

Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at period-end exchange rates of monetary assets and
liabilities denominated in foreign currencies ate recognized in the statement of
income.

218 Impairment of Financial Assets

The Group assesses at the end of each reporting period whether there is objective
evidence that a financial asset or group of financial assets is impaired. A financial
asset or a group of financial assets is impaited and impairment losses are incurred if,
and only if, there is objective evidence of impairment as a result of one ot more
events that occurred after the initial recognition of the asset (a loss event} and that
loss event has an impact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

Objective evidence that a financial asset ot group of assets is impaired includes
observable data that comes to the attention of the Group zbout certain loss events,
including, among others: significant financial difficulty of the issuer or debtor; a
breach of contract, such as a default or delinquency in interest or principal payments;
it is probable that the borrower will enter bankruptcy or other financial
reorganization; the disappearance of an active market for that financial asset because
of financial difficulties; or observable data indicating that there is 2 measurable
decrease in the estimated future cash flows from a group of financial assets since the
initial recognition of those assets, although the decrease cannot yet be identified with
the individual financial assets in the group.
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Alssets carried at amortized cost. 'The Group first assesses whether objective
evidence of impaitment exists individually for financial assets that are
individually significant and individually or collectively for financial assets that
are not individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial asset,
whether significant ot not, the Group includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for
impairment. Financial assets that are individually assessed for impairment and
for which an impairment loss is or continues to be recognized ate not mciuded
in a collective assessment of impatrment.

If there is objective evidence that an impaitment loss on loans and other
receivables carried at amortized cost has been incurred, the amousnt of the loss
is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset is reduced through the use of
an allowance account and the amouat of the loss is recognized in profit or loss.

1f 2 loan has a variable interest rate, the discount rate for measuring any
impairment loss is the cursent effective interest rate determined under the
contract. When practicable, the Group may measute impairment on the basis
of an instrument’s fair value using an observable market price.

The calculation of the present value of the estimated future cash flows of 2
collateralized financial asset reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.

For the purpose of 2 collective evaluation of impairment, financial assets are
grouped on the basis of similar credit risk characteristics. Those characteristics
are relevant to the estimation of future cash flows for groups of such assets by
being indicative of the debtors” ability to pay all amouits due according to the
contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated
for impairment are estimated on the basis of the contractual cash flows of the
assets and histortical loss experience for assets with credit risk characteristics
similar to those in the group.

Historical loss experience is adjusted on the basis of current observable data to
reflect the effects of current conditions that did not affect the period on which
the historical loss expetience is based and to remove the effects of conditions
in the historical period that do not exist currently.

Estimates of chaéges in future cash flows for groups of assets should reflect
and be consistent with changes in related observable data from period to
period. The methodologies and assumptions used for estimating future cash
flows are reviewed regulatly by the Group to reduce any differences between
loss estimates and actual loss experience.
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When 2 loan is uncollectible, it is written off against the related allowance for
loan impairment. Such loans are written off after all the necessary procedures
including apptoval from the management and the BOD has been completed
and the amount of the loss has been determined. Subsequent recoveries of
amounts previously written off decrease the amount of the impairment loss in
profit or loss.

If, in a subsequent petiod, the amount of the impairment loss decreases

and the dectease can be related objectively to an event occurring after the
impairment is recognized {such as an improvement in the debtor’s credit
rating), the previously recognized impaitment loss is reversed by adjusting the
allowance account. The amount of the reversal is recognized in profit or loss.

In addition, under Section 9(f) of the Rules and Regulations to implement the’
provisions of Republic Act No. 8556, The Financing Company Act of 1998, a
100% allowance should be set up for the following:

() Clean loans and advances past due for a period of more than six months;

(i) Past due loans secured by collateral such as inventories, receivables,
equipment and other chattels that have declined in value by more than 50%,
without the bozrower offering additional collateral for the loans;

(iii) Past due loans secured by real estate mortgage the title to which is subject to
an adverse claim rendering settlement through foreclosure doubtful;

(iv) When the borrower, and his co-maker or guarantor, is insolvent ot whete
their whereabouts is unknown, or their earning power is permanently
impatred;

() Accrued interest receivable that remains uncollected after six months from
the maturity date of the loan to which it accrues; and,

{vi) Accounts receivable past due for 361 days or more.

These requirements and conditions were accordingly considered by the Group
in the determination of impairment loss provision on assets carried at
amortized cost particulatly loans and other receivables.

Assets carried at fair value with changes charged to other comprebensive income. 1n the
case of investments classified as AFS financial assets, a significant or prolonged
decline in the fair value of the security below its cost is considered in
determining whether the assets are impaired. If any such evidence exists for
AFS financial assets, the cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognized in other comprehensive income as part of
equity — is reclassified to profit or loss as a reclassification adjustment.
Impairment losses recognized in other comprehensive income on equity
instruments are not reversed through other comprehensive income.



22~

1f, in a subsequent period, the fair value of a debt instrument classifted as AFS
increases and the increase can be objectively related to an event occurting after
the impairment loss was recognized in profit or loss, the impaitment loss 18
reversed through the statement of comprehensive income.

Assetr carried at cost. The Group assesses at the end of each reporting period
whether there is objective evidence that any of the unquoted equity securities
and derivative assets linked to and required to be settled in such unquoted
equity instruments, which are carried at cost and for which objective evidence
of impairment exists. The amount of impairment loss is the difference
between the carrying amount of the equity security and the present value of the
estimated future cash flows discounted at the current market rate of return of 2
similar asset. Impairment losses on assets carried at cost cannot be reversed.

2.19 Impairment of Non-financial Assets

The Group’s property and equipment, investment properties and other assets and
the Parent Company’s investment in a subsidiaty are subject to impairment testing,
Intangible assets with an indefinite useful life or those not yet available for use are
tested for impairment at least annually. All other individual assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying
amount of those assets may not be recoverable. '

For purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units). As a result,
some assets are tested individually for impairment and some are tested at
cash-generating unit level.

Impairment loss is recognized in profit or loss for the amount by which the asset’s or
cash-generating unit’s carrying amount exceeds its recoverable amounts which s the
higher of its fair value less costs to sell and its value in use. In determining value in
use, management estimates the expected future cash flows from each cash-generating
unit and determines the suitable interest rate in order to calculate the present value of
those cash Aows. The data used for impairment testing procedures are directly
linked to the Group’s latest approved budget, adjusted as necessaty to exclude the
effects of asset enhancements. Discount factors are determined individually for each
cash-generating unit and reflect management’s assessment of respective risk profiles,
such as market and asset-specific risk factors.

All assets are subsequently reassessed for indications that an impairment Joss
previously recognized may no longes exist and the carrying amount of the asset is
adjusted to the recoverable amount resulting in the reversal of the impairment loss.



2.20 Employee Benefits

The Group provides post-employment benefits to employees thfough a defined
benefit plan, and defined contribution plan, and other employee benefits which are
recognized as foliows:

(@)

Post-empioyment Defined Benefit Plan

A defined benefit plan is a post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually
dependent on one or more factors such as age, years of service and salary. The
legal obligation for any benefits from this kind of post-employment plan.
rematns with the Group, even if plan assets for funding the defined benefit
plan have been acquired. Plan assets may include assets specifically designated
to a long-term benefit fund, as well as qualifying insurance policies. The
Group’s post-employment defined benefit pension plan covers all regular
full-time employees. The post-employment plan is tax-qualified,
non-conttibutory and administered by a trustee.

The liability recognized in the statement of financial position for a defined
benefit plan is the present value of the defined benefit obligation at the end of
the reporting period less the fair value of plan assets. The defined benefit
obligation is calculated annually by independent actuaries using the projected
unit credit method. The preseat value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using a discount
rate detived from the interest rates of a zero-coupon government bond as
published by Philippine Dealing & Exchange Corporation, that are
denominated in the currency in which the benefits will be paid and that have

terms to maturity approximating to the terms of the related post-employment
liability.

Remeasurement, comprising of actuarial gains and losses atising from
experience adjustments and changes in actuarial assumptions and the return on
plan assets {excluding interest) is reflected immediately in the statement of
financial position with a chasge or credit recognized in other comprehensive
income in the period in which they arise. Net interest is calculated by applying
the discount rate at the beginning of the pesiod to the net defined benefit
liability or asset and is included as patt of interest and discounts or interest and
financing charges.

Past setvice costs are recognized immediately in profit or loss in the period of a
plan amendsment or curtailment.
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(6)  Post-erployment Defined Benefit Contribution Plan

A defined contribution plan is a post-employment plan under which the Group
pays fixed contributions into an independent entity, such as the Social Security
System. The Group has no legal or constructive obligations to pay further
contributions after payment of the fixed contribution. The contributions
recognized in sespect of defined contribution plans are expensed as they fall
due. Liabilities and assets may be recognized if underpayment or prepayment
has occurred and are included in current labilities or current assets as they are
normaily of 4 short-term nature.

e} Termination Benefits

Termination benefits are payable when employment is terminated by the
Company before the normal retirement date, or whenever an employee
accepts voluntary redundancy in exchange for these benefits. The Company
recognizes termination benefits at the eatlier of when it can no longer
withdraw the offer of such benefits and when it recognizes costs for a
restructuring that is within the scope of PAS 37 and involves the payment of
termination benefits. In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured based on the number of
employees expected to accept the offer. Benefits falling due more than 12
months after the reporting pesiod are discounted to their present value.

(d}  Compensated Absences

Compensated absences are recognized for the number of paid leave days
(including holiday entitlement) remaining at the end of reporting period. They
are included in the Account Payable and Other Liabilities account in the
statement of financial position at the undiscounted amount that the Group
expects to pay as a result of the unused entitlement. Starting 2014,
compensated absences convertible to monetary consideration accruing to
employees qualified under the retirement plan are now funded by the Group
through its post-employment retirernent fund. Accordingly, the related
Accounts Payable and Other Liabilities account previously set-up for the
compensated absences is reversed upon contribution to the retirement fund.

221 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are directly
attributable to the acquisition, construction ot production of a qualifying asset {i.e, an
asset that takes 2 substantial period of time to get ready for its intended use or sale)
are capitalized as part of cost of such asset. The capitalization of borrowing costs
commences when expenditures for the asset and botrowing costs are being incurred
and activities that are necessary to prepare the asset for its intended use or sale are in
progress. Capitalization ceases when substantially all such activities are complete.

Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs
eligible for capitalization.
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222 Income Taxes

Tax expense recognized in profit or loss comprises the sum of deferred tax and
cugrent tax not recognized in other comprehensive income or directly in equity, if
any.

- Current tax assets or lizbilities comprise those claims from, or obligations to, fiscal
authorities relating to the current or prior reporting period, that are uncollected or
unpaid at the end of the reporting petiod. They are calculated using the tax rates and
tax laws applicable to the fiscal periods to which they relate, based on the taxable
profit for the year. All changes to current tax assets ot liabilities ate recognized as a
component of tax expense in profit or loss.

Deferred tax is accounted for using the liability method, on temporary differences at
the end of the repoiting period between the tax base of assets and liabilities and their
catrying amounts for financial reporting purposes. Under the liability method, with
certain exceptions, deferred tax liabilities are recognized for all taxable temporaty
differences and deferred tax assets are recognized for all deductible temporary
differences and the carryforward of unused tax losses and unused tax credits to the
extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilized. Unrecognized deferred tax assets
are reassessed at the end of each reporting petiod and are recognized to the extent
that it has become probable that future taxable profit will be available to allow such
deferred tax assets to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the period when the asset is realized or the liability is settled provided such
tax rates have been enacted or substantively enacted at the end of the reporting

period.

The catrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is probable that sufficient taxable profit will
be available to allow all or patt of the deferred tax asset to be utilized.

The measurement of deferred tax liabilities and assets reflects the tax consequences
that would follow from the manner in which the Group expects, at the end of the
reporting period, to recover ot settle the carrying amount of its assets and liabilities.

Most changes in deferred tax assets or liabilities are recognized as a component of
tax expense in profit or loss, except to the extent that it relates to items recognized in
other comprehensive income or directly in equity. In this case, the tax is also
recognized in other comprehensive income or directly in equity, respectively.

Deferred tax assets and deferred tax labilities are offset if the Group has a legally
enforceable right to set off current tax assets against current tax liabilities and the
deferred taxes relate to the same entity and the same taxation authority.
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2.23 Earnings Per Share

Basic earnings per common share is determined by dividing net income attributable
to equity holders of the Parent Company by the weighted average number of
commuon shares subscribed and issued duting the year, adjusted retroactively for any
stock dividend, stock split or revetse stock split declared during the current pedod.
The Group does not have dilutive common shares.

2.24 Related Party Relationships and Transactions

Related party transactions ate transfer of resources, services or obligations between
the Group and its related parties, regardless whether a price is charged.

Parties are considered to be related if one party has the ability to control the other
party or exercise significant influence over the other party in making financial and
operating decisions. These parties include: (a) individuals owning, directly or
indirectly through one or more intermediaries, control or are controlled by, ot under
common control with the Group; (b) associates; (c) individuals owning, directly or
indirectly, an interest in the voting powet of the Group that gives them significant
influence over the Group and close members of the family of any such individual;
and, {d) the Group’s retirement plan.

In considering each possible related party relationship, attention is directed to the
substance of the relationship and aot merely on the legal form.

225 Events After the End of the Reporting Period

Any post-year-end event that provides additional information about the Group’s
financial position at the end of the reporting period (adjusting event) is reflected i
the financial statements. Post-year-end events that are not adjusting events, if any,
are disclosed when material to the financial statements.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Group’s financial statements in accordance with PFRS
requires management to make judgments and estimates that affect the amounts
reported in the financial statements and related notes. Judgments and estimates are
continuaily evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. Actual results may ultimately differ from these estimates.
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3.01 Critical Management Judgments in Applying Accounting Policies

In the process of applying the Group’s accounting policies, management has made
the following judgments, apart from those involving estimation, which have the most
significant effect on the amounts recognized in the financial statements:

()

(¢)

(¢

Dristingnisihing Operating and Finance Leases

The Group has entered in various lease arrangements as a lessee. Critical
judgment was exercised by management to distinguish each lease arrangement
as either an operating or finance lease by looking at the transfer or retention of
significant risks and rewards of ownership of the properties covered by the
agreements. Failure to make the nght judgment will result in either
overstatement or understatement of assets and liabilities.

The Group has determined that it has transferred all the significant risks and
rewards of ownership of the properties which are leased out on finance lease
arrangements. The subsidiary’s operations involve operating leases. The
Group has determined that it retains all the significant risks and rewards of
ownership over the properties which are leased out on operating lease
arrangements.

Impairment of AFS Financial Assets

The determination when an investment is other-than-temporatily impaired
requires significant judgment. In making this judgment, the Group evaluates,
among other factors, the duration and extent to which the fair value of an

" investment is less than its cost, and the financial health of and near-term

business outlook for the investee, including factors such as industry and sector
performance, changes in technology and operational and financing cash flows
No impairment joss was recognized in 2014 and 2013 for AFS financial assets.

Distinction Between Investment Properties, Qwner-managed Properties

The Group determines whether a property qualifies as investment property.
In making its judgment, the Group considers whether the property generates
cash flows largely independent of the other assets held by an entity.
Owner-occupied properties generate cash flows that are attributable not only
to the property but also to other assets used i the supply process.

Some properties comprise a portion that is held to earn rental or for capital
appreciation and another portion that is held for use in the production and
supply of goods and setvices ot for administrative purposes. If these portions
can be sold separately (or leased out separately under finance lease), the Group
accounts for the portions separately. If the portions cannot be sold separately,
the property is accounted for as investment property only if an insignificant
portion is held for use in the production or supply of goods or services or for
administrative purposes. Judgment s applied in determining whether ancillary
services ate so significant that a property does not qualify as investment
property. The Group considers each property separately in making its
judgment.
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Classification of Acquired Properties and Fair 1 alue Determination of Non-curvent Assets
Held-for-Saie and Invesiment Propertics

The Group classifies its acquired properties as Non-current Assets
Held-for-Sale if expected that the properties will be recovered through sale
rather than use, and as Investment Properties if intended to be held for capital
appreciation ot for rental to others. At initial recognition, the Group
determines the fair value of the acquired properties through internally or
externally generated appraisal. The appraised value is determined based on the
curreat economic and market conditions as well as the physical condition of
the properties.

Starting 2014, the Group provides additional criterion for booking real and
chattel properties to Non-Current Asset Held for Sale (NCAHS) such that the
real and chattel properties should have a ready buyer before it can be booked
as NCAHS. Accounts with no ready buyers were classified as Investment
Properties for real properties and as Repossessed chattels and other equipment
under Other Assets account for other properties.

Recognition of Provisions and Contingencies

Judgment is exercised by management to distinguish between provisions and
contingencies. Policies on recognition of provisions and contingencies are
discussed in Note 2.12 and disclosutes on relevant provisions are presented in
Note 23.

3.02 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of each reporting period, that have a significant
tisk of causing 2 material adjustment to the carrying amounts of assets and liabilities
within the next reporting period: '

(@)

Estimating Useful Lives of Property and Equipment and Investment Properties

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

The carrying amounts of property and equipment and investment properties
are presented in Notes 10 and 11, respectively. Based on management’s
assessment as of December 31, 2014 and 2013, thete is no change in estimated
useful lives of property and equipment and investment properties during those
years. Actual results, however, may vary due to changes in estimates brought
about by changes in factors mentioned above.
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TImpairment of Loans and Other Receivables

Adequate amount of allowance for impairment is provided for specific and
groups of accounts, where objective evidence of impairment exists. The
Group evaluates the amount of allowance for impairment based on available
facts and circumstances affecting the collectability of the accounts, including,
but not limited to, the length of the Group’s relationship with the customers,
the customers’ current credit status based on third party credit reports and
known matket forces, average age of accounts, collection experience and
historical loss experience. The Group also considers the loan loss provisioning
requitements of the The Bangko Sentral ng Pilipinas and The Financing
Company Act. The methodology and assumptions used in estimating future
cash flows are reviewed regulasly by the Group to reduce any differences
between loss estimates and actual loss experience.

The carrying value of loans and other receivables and the analysis of allowance
for impairment on such financial assets are shown in Note 9.

Impasrment of Now-financial Assets

The Group’s policy on estimating the impairment of non-financial assets is
discussed in detail in Note 2.19. Though management believes that the
assumptions used in the estimation of fair values reflected in the financial
statements are appropriate and reasonable, significant changes in those
assumptions may materially affect the assessment of recoverable values and any
resulting impairment loss could have a material advezse effect on the resuits of
operations.

Impairment losses recognized on investment properties and other assets are
presented in Notes 11 and 12, respectvely.

Determining Fair Value Measurement for Financial Instruments

Management applies valuation techniques to determine the fair value of
financial instruments where active market quotes are not available. This
requires management to develop estimates and assumptions based on market
inputs, using observable data that market pazticipants would use in pricing the
instrurnent. Where such data is not observable, management uses its best
estimate. Estimated fair values of financtal instruments may vary from the
actual prces that would be achieved in an arm’s length transaction at the
reporting date.

The catrying values of the Group’s financial instruments are disclosed
in Note 6.

Fair Value Measurement for Investment Properties

The Group’s land and building including improvements classified under
investment property ate measuted at cost model, however, the related fair value
is disclosed at the end of the reporting pesiod. In determining the fair value of
these assets, the Group engages the services of professional and independent
appraisers applying the relevant valuation methodologies as discussed in Note 6.
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For investment properties with appraisal conducted prior to the end of the
cutrent reporting petiod, management determines whether there are significant
circumstances during the intervening period that may require adjustments or
changes in the disclosure of fair value of those properties.

Determining Reczlz'zaz?le Amount of Deferred Tase Assets

The Group reviews its deferred tax assets-at the end of each reporting period
and reduces the carrying amount to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be utilized. Management has assessed that some of the deferred tax
assets recognized as at December 31, 2014 and 2013 may not be actually
recoverable.

Accordingly, in 2014 and 2013, the Group partially derecognized its deferred
tax asset atising from the setting up of general loan loss provision on loans and
receivables. The catrying value of the remaining deferred tax assets (netted
against deferred tax liabilities) as of the end of 2014 and 2013 is disclosed
Note 21.

Vadnation of Post-employment Defined Beneftt Obligation

The determination of the Group’s obligation and cost of pension and other
retirement benefits is dependent on the selection of certain assumptions used
by actuaries in calculating such amounts. Those assumptions include, among
others, discount rates, and salary increase rate. A significant change in any of
these actuarfal assumptions may generally affect the recognized expense, other
comprehensive income ot losses and the carrying amouat of the post-
employment benefit obligation in the next reporting period.

The amounts of retirement benefit obligation and expense and an analysis of
the movements in the estimated present value of retirement benefit obligation,
as well as significant assumptions used in estimating such obligation are
presented in Note 19.02.

SEGMENT REPORTING

4.01 Business Segments

The Group is organized into different business units based on its products and
services for purposes of management assessment of each unit. For management
purposes, the Group is organized into three major business segments, namely:
leasing, financing and others. These are also the basis of the Group in reporting to
its chief operating decision-maker for its strategic decision-making activities.

The products under the leasing segment are the following:

Operating leases; and,
Finance leases.
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The products under the financing segment are the following:
*  Amortized commercial loasns;
¢  Amortized retail loans;
¢ Instaliment paper purchases;
¢ Filoor stock financing; and,
s Factoting of receivables.

The Group’s products and setvices are matketed in the Metro Manila head office
and in its six branches.

4.02 Seginent Assets and Liabilities

Segment assets are allocated based on their use or direct association with a specific
segment and they include all operating assets used by a segment and consist
principally of operating cash, and loans and receivables, net of allowances and
provisions. Similar to segment assets, segment labilities are also allocated based on
their use or ditect association with a specific segment. Segment liahilities include all
operating liabilities and consist principally of accounts, wages, taxes cutrently payable
and accrued lisbifities. Segment assets and liabilities do not include deferred taxes.

4.03 Intersegment Transactions

Intersegment transactions in 2014 and 2013 pertain to service fees charged by BDO
Rental to the Parent Company as well as dividends, rent income and management fee
earned by the Parent Company from BDO Rental.

4.04 Analysis of Segment Information

Segment information can be analyzed as follows:
Leasing Financing Qthers Eliminasions Group
¢ 1,201

Statement of Income

Segment revenues

External P 1,3687 P 6853 P 2196 P - P 2,273.6
Inter-segment . - 509 50.9) :
1,368.7 G85.3 270.5 ( 50.9) 22136
Segment expenses
External 938.9 4700 150.6° - 1,559.5
Inter-sepment - - AN 1) p
938.9 A70.0 157.7 7.1} 1539.5
Segment results L 4298 B 2183 I 1128 (B 438 P 714.1
Tax expense ) { 21033

Net profit B 5048
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Leasi Bi ; Ot Eliminasi G
December 31, 2014
Statement of Financial Position
Segment assets P 153318 P 141556 P - b P 254874
Ugallocated assets : 62,5
Total assets E...220242.3
Segment liabilities hid 13,4935 I 163534 P - 4 P 23,846.9
Unallocated habilities 4172
Tota] liabilites P 242641
Other segment information:
Capital expenditures P 11765 P - P 1.8 P P 1,178.3
Depreciation and amortization 477.7 - 58 482.7
Inpairment losses - - 1065 1085
For th 1 e Degember 31,2013
Sratement of Income
Segment ISVENUes
Externat i 10323 P 629.6 P 2416 P I 1,902.9
Inter-segment - - 33 3.3} -
10323 . 629.0 2463 { 2.3} 1.902.9
Segment expenses
External 725.2 442.3 16%.6 1,337.1
Inter-segment - ' - 3.3 { 3.3} -
7252 4423 1748 | 53) 13371
Sepment results B 3071 L 1813 P 14 B 565.8 -
Tax expense { 145.5)
Net profit i 4203
December 31, 2013
Stazernent of Financial Positon
Segment 285015 b 13,6785 I 43458 P - 4 r 22,2243
Unallocated assets A nat
Total assets P 253374
Segment liabilities P 119919 I 82836 I - g I 20,275.5
Unallocated Gabdimes B 54
Total labilities b 205604
Other segment information:
Capital expenditures b4 10874 P . r 35 P P 1,090.9
Depreciation and amortization 2069 - 69 2979
[mpaitment losses - - 126.0 126.9

Segment expenses are allocated on the basis of gross income.
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Net segment assets are comprised of the following:

2014
Leasing Financing
Receivables P 10,5206 T 10,5143
Residual value of leased assets 4,167.9 -
Unearned income ( 1,118.1) ¢ 75.4)
Client’s equity - { 36.5)
13,570.4 10,402.4
Equipment under lease _ 20083 . -
15,578.7 10,4024
Allowance for impairment ( 246.9) { 246.8)
P 15,331.8 P 10,155.6
2013
Leasing Financing
Receivables P 98234 P 3,864.4
Residual value of leased assets 3,782.6 -
Unearned income { 1,137.2y ( 97.7)
Client’s equity - { 34.1)
12.468.8 8,732.6
Equipment under lease 1.416.7 -
13,885.5 8,732.6
Allowance for impairment ( 207.0) 186.8)
P 13,6785 B 85458

Bills payable to BDO Unibank amounting to P4,387.2 and P6,119.8 as of
December 31, 2014 and 2013, tespectively, is allocated between the leasing and
financing segments based on the catrying amounts of receivables of these segments.
Deposits on lease amounting to P4,193.9 and P3,817.1 as of December 31, 2014 and
2013, respectively, are included in the leasing segment.

RISK MANAGEMENT

Management of the Group’s credit risks, market risks, liquidity risks and operational
risks is an essential pazt of the Group’s organizational structure and philosophy. The
risk management process is essentially a top-down process that emanates from the
BOD. The BOD approves the overall institutional tolerance risk, including risk
policies and tisk philosophy of the Group.

The Group is exposed to a vatiety of financial risk which results from both its
operating and investing activities. The Group’s risk management 1s coordinated in
close cooperation with the BOD, and focuses on actively securing the Group’s
shott- to- medium term cash flows by minimizing the exposure to financial markets.

The Group does not engage in the trading of financial assets for speculative purposes
nor does it write options. The most significant financial risks to which the Group is
exposed to are described in the succeeding pages.
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5.01 Foreign Exchange Risk

Most of the Group’s transactions are carried out in Philippine pesos, its functional
currency. Exposures to cutrency exchange rates on financial assets arise from a
portion of the Group’s leasing and financing portfolio, cash and cash equivalents and
lease deposits which are denominated in United States (U.S.) dollars.

The Group’s and Parent Company’s foreign-cutrency denominated financial assets
and labilities transiated into Philippine pesos at the closing rate at December 31,
2014 and 2613 are as follows:

2014 2013
Cash and cash equivalenits P 539 P 19.1
Loans and other receivables 756.2 1,083.5
Bills payable { 767.5) ( 1,011.5)
Lease deposits { 32.3) ( 30.4)
P 103 P 60.7

At December 31, 2014 and 2013, the curgency exchange rates used to translate
U.S. doliar denominated financial assets and labilities to the Philippine pesos is
approximately P44.7 and P44.4, respectively.

The following table iflustrates the sensitivity of the net result for the year and equity
with regard to the Group’s financial assets and financial habilities and the U.S. dollar
— Philippine peso exchange rate. It assumes a +/-27.8% change and +/-24.0%
change of the Philippine peso/U.S. dollar exchange rate at December 31, 2014 and
2013, respectively. These percentages have been determined based on the average
market volatility in exchange rates in the previous 12 months. The sensitivity analysis
is based on the Group’s foreign currency financial instruments held at the end of
cach reporting period.

2014 2013
Increasein  Decreasein  Increase in Decrease in
exchange exchange exchange exchange
rate sate sate zate
Profit before tax P 29 (# 29 7P “ 146 (P 14.6}
Equity 29 ( 2.9) 146 ( 14.6)

Exposures to foreign exchange rates vary during the year depending on the volume
of foreign currency denominated transactions. Nonetheless, the analysts above 1s
considered to be representative of the Group’s currency misk.
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5.02 Interest Rare Risk

At December 31, 2014 and 2013, the Group is exposed to changes in market interest
rates through its bills payable and a portion of BDO Leasing’s loans and other
receivables, which are subject to periodic interest rate tepricing. All other financial
assets and ltabilities have fixed rates.

The Group follows a prudent policy on managing its assets and Habilities so as to
ensure that exposure to fluctuations in interest rates are kept within acceptable limits.
The current composition of the Group’s assets and labilities results in significant
negative gap positions for repricing periods under one year. Consequently, the
Group 1s vulnerable to increases in market interest rates. However, in consideration
of the substantial net interest margins between the Group’s marginal funding cost
and its interest-earning assets, and favorable lease and financing terms which allow
the Group to reprice annually, and to reprice at anytime in response to extraordinary
fluctuations in iaterest rates, the Group believes that the advesse impact of any
interest rate increase would be limited.

In addition, during periods of declining interest rates, the existence of 2 negative gap
position favorably impacts the Group.

The table in the succeeding page iflustrates the sensitivity of the net result for the
year and equity to a reasonably possible change in interest rates for bills payable of
+/-0.4% at December 31, 2014 and +/-1.2% at December 31, 2013 and variable rate
loans and other recetvables of +/-2.4% at December 31, 2014 and +/-6.8% at
December 31, 2013. These changes ate considered to be reasonably possible based
on observation of current market conditions for the past 12 months. The
calculations are based on the Group’s and Parent Company’s financial instruments
held at the end of each repotting period. All other variables are held constaat.

2014
Increase in Decrease in
Interest Rate Interest Rate
Loans and other receivables +2.4% -2.4%
Bills payable +0.4% 3.4%
Group
Increase (decrease) in:
Profit before tax P 34 (P 3.4)
Equity 23 2.3)

Parent Company
Increase {decrease) in:

Profit before tax P 1.6 (P 1.6)
Equity . 11 1.1)
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2013
Increase in Pecrease i
Interest Rate Interest Rate
Loans and other receivables +6.8% -6.8%
Bills payable t1.2% ~1.2%
Group
Increase (decrease) i
Profit before tax P 163 (P 16.3)
Equity 114 11.4)
Parent Company
Increase (decrease) in:
Profit before tax P 140 (P 14.0)
Equity 98 9.8)

5.03 Credir Risk

Credit risk is the risk that one party to a financial insttument may fail to discharge an
obligation and cause the other party to mcur a financial loss. The Group manages
credit risk by setting limits for individual borrowers, and groups of borrowers and
industry segments. The Group maintains 2 general policy of avoiding excessive
exposute in any particular sector of the Philippine economy.

The Group actively seeks to increase its exposure in industry sectors which it
believes possess attractive growth opportunities. Conversely, it actively seeks to
reduce its exposure in industry sectors where growth potential is minimal.

Although the Group’s leasing and financing portfolio is composed of transactions
with a wide vadety of businesses, the results of operation and financial condition of
the Group may be adversely affected by any downturn in these sectors as well as in
the Philippine economy in general.

Concentrations arise when a number of counterparties are engaged in similar
business activities, or activities in the same geogtraphic region, or have similar
economic features that would cause their ability to meet contractual obligations to be
similatly affected by changes in economic, political or other conditions.
Concentrations indicate the relative sensitivity of the Group’s performance to
developments affecting a particular industry or geographic location.
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The concentration of credit risk for the Group and the Parent Company follows:

Group
2014 2013
Cashand  Loans and AFS Cash and Loans and
Cash Other Financial Cash Other

Equivalents Reccivables Assets Hquivalents, | Regeivables

Concentration by sectorn:

Financial intermediaies P 417 P 8057 P - P 1380 P 8347
Manufacturing - 3,475.0 - 3,676.9
Transportation,

communication and energy . 4,611.2 - - 4,307.6
Wholesale and retail teade

and personal activities - 2,576.7 - L 2,336.6
Real estate, renting and ’

business activitics - 6,225.8 246.0 - 5,657.7
Agriculture, fishing

and fozestzy - 108.1 - - 94.4
Qther community, social

and pessonal activities - 5.844.1 - E 4067.1

B 4177 P.236466 2 2460 E 1380 E...2097540

Parent Company

2014 2013
Cashand  Loans and AFS Cash and Loaas and
Cash Other Financial Cash - Other

Equivalents Receivables Assets Equivajents _Receivables

Concentration by sector:

Pinancial intezmediaries P 3603 P 8057 P - P 1291 P 834.7
Mannfacturing ’ - 34750 - - - 3,676.9
Transportation, _

commanication and energy - 4,611.2 - - 4,307.6
Wholesale and retail trade

and personal activities - 2,576.7 - - 2,336.6
Real estate, renting and

business activities - 6,225.8 246.0 - 5,657.7
Agriculture, fishing

and forestry - 108.1 - - 94.4
Other community, social

and personal activities - 5,870.1 - - 40633

B 3605 P 236725 P 2460 I 1291 P 209712

Loan classification and credit risk rating are an integral part of the Group’s
management of credit risk. On an annual basis, loans are reviewed, classified and
rated based on internal and external factors that affect its performance. Ona
quartesly basis, loan classifications of impaired accounts are assessed and the results
are used as basis for the review of loan loss provisions.”

The Group’s definition of its loan classification and corresponding credit risk ratngs
are described below.

o ' Current/Unclassified : Grades AAAw B

*  Watchlisted : Grade B
¢ Loans Especially Mentioned : Grade C
*  Substandarcd : Grade D
s Doubtful : Grade E

* JLoss : Grade F



-38 -

Ongce an account is Watchlisted or Adversely Classified, the resulting risk rating
grade is aligned based on the above classification.

)

(i)

Unclassified

These are individual credits that do not have a greater-than-normal risk and do
not possess the characteristics of adversely classified loans as to be defined below.
These are credits that have the apparent ability to satisfy their obligations in full
and therefore, no loss in ultimate collection is anticipated. These ate adequately
secured by readily martketable collateral or other forms of support secutity or are
supported by sufficient credit and financial information of favorable natute to
assure repayment as agreed.

Watchlisted

Since ealy identification of troublesome or potential accounts is vital in portfolio
management, 2 “Watchlisted” classification of credit accounts is maintained.
These accounts are not adversely classified but they requite more than normal
attention to prevent these accounts from deterorating to said category.

Past due or individually impaired financial assets compzise accounts under the
following risk ratings:

(1i2) Adversely Classified

a.  Loans Especially Mentioned (ILEM)

Accounts classified as LEM are individual credits that have potential
weaknesses particularly on documentation ot credit administration that
deserve management’s close attention. These potential weaknesses, if left
uncortected, may affect the repayment prospects of the loan and thus
beighten the credit isk to the Group.

A credit may also be classified as “LEM” if there is evidence of weakness in
the borrower’s financial condition ot credit worthiness, ot the credit is subject
to an unrealistic repayment program or inadequate source of funds.

b, Substandard

Accounts classified as “Substandard” are individual credits or portions
thereof, which appear to involve a substantial and unreasonable degree of risk
to the Group because of unfavorable record or unsatisfactory characteristics.
There exists in such accounts the possibility of futute loss to the Group unless
given closer supervision. Those classified as “Substandard” must have a
well-defined weakness or weaknesses that jeopardize their liquidation. Such
well-defined weaknesses may include adverse trends or development of
financial, managerial, economic or political nature, or 2 significant weakness in
collateral.
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e Doubtful

Accounts classified as “Doubtful” are individual credits or portions thereof
which have the weaknesses inherent in those classifted as “Substandard”, with
the added characteristics that existing facts, conditions and values make
collection or liquidation in full highly improbable and in which substantial loss
is probable. Positive and vigorous action is required to avert or minimize
losses. :

d  Lois

Accounts classified as “Loss” are individual credits or portions thereof which
are considered uncollectible or worthless and of such little value that their
continuance as bankable assets is not warranted although the loans may have
some recovery or salvage value. The amount of loss is difficult to measure
and it is not practical or desirable to defer writing off these basically worthless
assets even though partial recovery may be obtained in the future.

In addition to the above, credit portfolio review is another integral part of the
Group’s management of credit risk. This exercise involves the conduct of periodic
post approval review of individual credits whose main objective is to help monitor
and mamtain sound and healthy risk asset postfolio. Parameters of the credit
portfolio review are structured so as to reflect both sides of the risk management
equation such as credit quality and process. This function actuates the philosophy
that credit quality is derived from sound risk management process. The credit
quality of financial assets is managed by the Group using internal credit ratings.

The following table shows the exposure to credit risk as of December 31, 2014 and
2013 for each internal risk grade and the related allowance for impairment for loans
and other receivables:

Group Parent
2014 2013 20614 2013
Carrying Amount 22306466 P__.209750 B__ 236725 D 209712
Individually impaired: :
Grade C: LEM 50.5 51.9 50.5 51.9
Grade ID: Substandard 285.0 . 2425 285.0 242.5
Grade E: Doubtful 183.3 166.0 . 183.3 166.0
Grade I4 Loss 154.8 159.6 154.8 159.6
Gross amount 673.6 620.0 673.6 620.0
Allowance for impaizment { 496.8) ( 171.83 ( 496.8) ( 171.8)
Carrying amount 176.8 448.2 176.8 448.2
Past due but not impaired:
Aging of past due )
36-60 days - 37 - 37
61-90 days - - - -
91-180 days 4.1 - 24.1 -
More than 180 days 6.4 z 6.4 -
Carrying amount 30.5 a7 30.5 3.7
Neither past due nor impaired
Grade B: Watchlisted . 2599 130.7 259.9 130.7
Unciassified 23.179.4 20.392.4 23,205.3 20,388.6
Carzying amount 23.439.3 20,523.1 23,465.2 20,5193

Total cagrying amount P__236466 LB 2069750 P 236725 P 209712
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The credit risk for cash and cash equivalents and debt securities preseated under
AFS financial assets is considered negligible, since the counterparties are reputable
institutions with high quality external credit ratings.

The Group holds collateral against loans and other receivables in the form of
moztgage interests over real and personal properties. Estimates of fair value are
based on the value of collateral assessed at the time of borrowing, and are
periodically updated especially when a loan is individually assessed as impaired.

An estimate of the fair value of collateral and other security enhancements held
against loans and other receivables that are not impaired as of December 31, 2014 and
2013 1s shown below.

2014 2013
Against oeither past due but
not impaired
Real propesty P 2,253.8 P 3,817.3
Personal property 21.412.4 18,816.8

P 23,6662 D.. 22,0341

An estimate of the fair value of collateral and other security enhancements held
against loans and other receivables that are impaired as of December 31, 2014 and
2013 1s shown below.

2014 2013

Real property P 24 P 160.8
Personal property : 1,207.9 670.7

P 1213 P 8315

The fair value of these coliaterals somehow mutigates the credit risk to which the
Group is exposed to.

The Group’s manner of disposing the collateral for impaired loans and receivables is
normelly through sale of these assets after foreclosure proceedings have taken place.
Aside from the foregoing, there are no other credit enhancements on the Group’s
financial assets held as of December 31, 2014 and 2013.

5.04 Liquidity Risk

The primary business of financing companies entails the borrowing and relenaing af
funds. Consequently, financing companies are subject to substantial leverage, and
are therefore exposed to the potential financial risks that accompany borrowing.

The Group expects that its continued asset expansion will result in higher funding
requirements in the future. Like most financing companies in the Philippines,

the Group does not have a license to engage in quasi-banking function, and as such,
it is precluded from engaging in deposit-taking activities. In addition, it is precluded
under the General Banking Act from incurring borrowings from more than
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19 lenders at any one time, which to some extent, restticts its access to the public

debt markets.

The Group believes that it currently has adequate debt funding from banks, other
financial institutions, and through the issuance of Short-Term Commercial Papers
(STCPs). On December 12, 2013, the SEC granted the Group a license to issue
P15.0 billion STCPs. In 2014, the Group obtained license from the SEC to issue
additional P25.0 billion STCPs.

The Group manages its liquidity needs by carefully monitoting scheduled debt
servicing payments for short-term and long-term financial Habilities as well as cash
outflows due in its day-to-day business.

Presented below are the financial assets and labilities as of December 31, 2014 and
2013 analyzed according to when these are expected to be recovered or settled.

Financal assets
Cash and cash equivalents
Available-for-sale financial assets
Loans znd other receivables

Financial habilitzes
Bills payable
Accounts payable and
other liabilities
Lease deposits

Parent Company

Financial assets
Cash and cash equivalents
Avatable-for-sale financial assets
Loans and other receivables

Financial habilities
Bills payable
Accounts payable and
other liabilities
Lease deposits

One to Three One to More
Three Months to Three than Three
Months One Year Yeags Years Total
P 4177 P - P - P - T 417.7
2,373.3 - - - 2,373.3
2.581.4 5.505.7 07518 5.807.7 23.646.6

E_A524 B 55057 P 37508 F..58007 B 264318

P 180583 P 9819 P 6128 P . P 19,6530
27238 - - . 272.8
4157 8549 20831 840.2 41939

E_187468 P 18368 P 2698 E . 8402 P 241197

P 3603 P - P - P - P 360.3
2,373.3 . - . 2,373.3
2,607.3 5,505.7 9.751.8 58077 23.672.5

P__53409 P 55057 P 97518 P.__ 58077 P 264061

P 16,7684 P 6118 I 6iz28 I - I 17,9930

2023 - . 2023
4055 829.9 2075.3 8382 41489
P_123162 I 14417 P 26881 P 8382 P_22344.2
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One to Three One to More
Three Months to Three than Three
Months One Year Years Years Total
2013
Group
Financial assets
Cash and cash equivalents P 1380 P . P - P - P 138.0
Available-fos-sale financial assets 2,093.5 - - . 2,093.5
Loans and other receivables 2.754.8 55175 9,161.4 3.541.3 20.975.0

B___49863 P 55175 P 01614 PB___ 35413 2232005

Financial iabilities

Bills payable P 14,1955 P 22530 P - i - P 16,4485
Accounts payable and

other liabilides 196.4 26 - - 199.0
Lease deposits 568.6 525.1 1977.2 746.2 38171

P 149605 B 27807 P__ 19772 P 462 P__204646

Pa ompa

Financial assets

Cash and cash equivalents P 1291 P - P - P - P 129.1
Available-for-sale financal assets 2,093.5 - - - C20935
Loans and other receivables 2.751.0 5517.5 9.161.4 3.541.3 20971.2

249736 T 521Lb I 91614 B 22413 D 231938

Finandial liabilities

Bills payable Po139709 P 15465 P - P - P 155174

Accounts payable and :
other Eabilities 139.6 B - - 139.6

Leasc deposits ' 557.3 504.4 1,970.7 742.2 37746

P. 1406078 P 20509 P 19707 B J422 P__19431.6

The Group and the Parent Company’s maturing financial liabilities within the one to
three month period pertain mostly to bills payable due to various private entities and
individuals. Maturing bills payable are usually settled through repayments. When
maturing financial assets are not sufficient to cover the related maturing financial
liabilities, bills payable and other cuzsently maturing financial liabilities are rolled
over/refinanced or are settled by entering into new borrowing arrangements with
other counterparties.

5.05 Price Risk

The Group is exposed to the changes in the market values of AFS financial assets
held as of December 31, 2014 and 2013. The Group manages its risk by identifying,
analyzing and measuring relevant or likely market price risks. To manage its price
tisk arising from its AFS financial assets, the Group does not concentrate its
investment in any single counterparty.
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If the prices of AFS financial assets changed by +/-2.9% in 2014, then other
comprehensive income would have increased/decreased by P69.5. If the prices of
AFS financial assets changed by +/-2.9% in 2013, then other comprehensive income
would have increased/decreased by P59.9. The analysis is based on the assumption on
the change of the correlated equity indices, with all othes variables held constant.

6. CATEGORIES OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES
6.01 Carrving Amounts and Fair Values by Category
The following table summarizes by category the carrying amounts and fair value of

financial assets and liabilities. Where fair value is preseated, such fair value is
determined based on valuation techniques described below.

2014 :
Group Parent
Carrying Carrying
__Amount = _FairValue _ Amount  _Fair Value
Hinancial Assets
Loans and receivables:
Cash and cash equivalents P 4177 P 4177 P 3603 P 360.3
Loans and other receivables 23.646.6 23.380.7 23,6725 234066
24,064.3 23,798.4 24,032.8 23,766.9
AFS financial assets 2.373.3 23733 2.373.3 2.373.3

P 264376 P 261717 P. 264061 P__261402

Financial Lisbilities
At amortized cost

Bills payable P 19,6530 P 196047 P 17,9930 P 17,955.0
Accounts payable and

other labilities 272.8 272.8 202.3 202.3
Leasc deposits 4,193.9 4,193.9 4,148.9 4,148.9

280107 E...240004 E__.22,3342 P... 223062

2013
Groun Parent
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial Assets
Loans and zecesvables:
Cash and cash equivalents P 1286 P 1386 P 1291 P 129.1
Loans and other receivables 208750 21,998.2 20971.2 219943
21,1130 22,136.2 21,1003 22,123.4
AFS financial assets 2.093.5 2.093.5 20935 2,093.5

L 232065 P 242267 T 231938 P 242169
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2013
Group. Parent
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial Liabilities
At amortized cost:
Bilis payable P 164485 P 16,3359 P 155174 P 15427.8
Accounts payable and
other Habilities 199.0 199.0 139.6 139.6

Lease deposits 38171 3.817.1 2.774.6 37746

L 2046406 P 203520 P 194316 P 19.342.0

The methods and assumptions used by the Group in estimating the fair value of the
financial instruments ate as follow:

(i} Cash and cash equivalents

The fair values of cash and cash equivalents approximate carrying amounts given
their short-term maturities.

(7} AFS financial assets

The fair value of available-for-sale financial assets is determined by direct
reference to published price quoted in an active market for traded securities.

(iz) Loans and other receivables
The estimated fair value of loans and other receivables represents the discounted
amount of estimated future cash flow expected to be received. Expected cash
flows are discounted at cutrent market rates to determine fair value.

(i) Bills payable
The estimated fair value of bills payable represents the discounted amount of
estimated future cash flows expected to be paid. Expected cash flows are
discounted at current market rates to determine fair value.

(v) Accounts payable and other fabilities

Fair values approximate carrying amounts given the shost-term maturities of the
liabilities.

() Lease deposits

Lease deposits are carried at amortized cost which represents the present value.
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6.02 Fair Value Measurement and Disclosutes
6.02.01 Fair Value Hierarchy

In accordance with PFRS 13, the fair value of financial assets and finandal lizbilities
and non-financial assets which are measured at fair value on 2 recusring or non-
recutring basis and those assets and liabilities not measured at fair value but for
which fair value is disclosed in accordance with other relevant PFRS, are categorized
into three levels based on the significance of inputs used to measure the fair value.
The fair value hierarchy has the following levels.

(a) Level 1: quoted prices (unadjusted) in active markets for identical assets or
habilities that an entity can access at the measurement date;

{6) Level 2: inputs other than quoted prices included within Level 1 that are
observable for the asset ot lability, either ditectly {i.e., as prices) or indirectly
(Le., derived from prices); and,

(¢} Level 3: nputs for the asset or lability that are not based on observable
market data (unobservable inputs).

Thie level within which the financial asset or Hability is classified is determined based
on the lowest level of significant input to the fair value measurement.

For purposes of determining the market value at Level 1, 2 market is regarded as
active if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service, or regulatory agency, and those prices
represent actual and regularly occurring market transactions on an atm’s length basis.

For mvestments which do not have quoted market price, the fair value is determined
by using generally acceptable pricing models and valuation techniques or by reference
to the current market of another instrument which is substantially the same after
taking into account the related credit risk of counterparties, or is calculated based on
the expected cash flows of the underlying net asset base of the instrument.

When the Group uses valuation technique, it maximizes the use of observable
market data where it is available and relies as little as possible on entity specific
estimates. If all significant inputs required to determine the fair value of an
instrument are observable, the instrument is included in Level 2. Otherwise, it is
included in Level 3.
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6.02.02 Financral Instrument Measured at Fair Value

The table below shows the fair value hierarchy of the Group and Parent Company’s
class of financial assets measured at fair value in the statements of financial position
on a recutrring basis as of December 31, 2014 and 2013.

2014
2014 Note levell Level 2 Level 3 Total
AFS financial assets: )
Equity secarities - guoted 8 P 2213 P - Po- P 21273
Debt securities 246.0 - - 246.0
P_23741 P__- P__- P_ 23741
2013
AFS financial assets —
Fquity securities - quoted 8 P_20035 D___- P 20935

The Group and the Parent Company has no financial liabilities measured at fair
value as of December 31, 2014 and 2013.

There were neither transfers between Levels 1 and 2 not changes in Level 3 instruments
in both years. :

6.02.03 Financial Instruments Measured at Amortized Cost for which Fair
Value is Disclosed

The table below summarizes the fair value hierarchy of the Group and the
Parent Company’s financial assets and financial liabilities which are not measured
at fair value in the statements of financial position but for which fair value is
disclosed.

" Group
Notes, Levell Level 2 Level 3 Total
December 31, 2014
Financial assetic
Cash and cash equivalents 7T P 477 P - P - P 4177
Loans and other receivables 9 - - _.23.380.7 23,3807
P 417 B - 2 233807 P.23,7984
Financial abifities:
Bills payable ’ i3 P - P P 19,604.7 P 19,604.7
Accounts payable and other
liabilities 14 - - 2728 2728
Lease deposits 15 - - 4,193.9 4.193.9

P_- P__- P 240714 P 240714




December 31, 2013

Financial assets:
Cash and cash equivalents
Loans and other recesvabies

Financial labilities:
Bills. payable
Accounts payable and other
liabilities
Lease deposits

Parent Company

December 31, 2014

Financial assets:
Cash and cash equivalents
Loans and other receivables

Financial labifities:
Bills payable
Accounts payable and other
liabilities
Lease deposits

December 31,2013

Einancial assets:
Cash and cash equivalents
Loans and other receivables

Financial Labilities:
Bills payable
Accounts payable and other
Iiabilities
Lease deposits
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MNotes  __Levell Level 2 Level 3 Total

13

14
15

13

14
15

i3

14
15

P 1380 P - P 1380
. 219982 219982
P 1380 P 219982 P 221362
P P 163359 P 163359
. 199.0 199.0
. 3817.1 38171
A D 203520 P _20352.0
P 3603 P - P 3603
; 23.406.6 __ 23.406.6
P 3603 P23.406.6 P_23.766.9
P - P 17,955.0 P 17,955.0
; 2023 2023
- 41489 _ 41489
| A P 22,5062 P 223062
P 1291 P P 1201
. 219943 _ 219943
P 129 P 219943 D_221234
P - P 154278 P 154278
] 139.6 130.6
. 37746 37746
P . E 9.?2&2 E}_ gm 12&;&
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There have been no significant transfers among Levels 1 and 2 in the reporting
pedods. '

Summarized below and in the succeeding pages are the nformation on how the
fair values of the Group’s financial assets and financial liabilities are determined.

{a} Financial mstraments in Level 1

The fair value of financial instruments traded in active markets is based on
quoted market prices at the end of the reporting period. A market is regarded
as active if quoted prices are readily and regularly available from an exchange,
dealer, broker, industry group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market transactions on an arm’s
length basis. In 2014, the Group acquired fixed rate corporate bonds classified
as AFS financial asset and are carried at Level 1. As of December 31, 2014 and
2013, the Group also holds preferred shares which are listed in the PSE and are
classified as AFS financial assets and are also are carried at Level 1. The guoted
market prices used by the Group are the closing share prices of the said
prefecred shares in the PSE as of the cutoff dates.

(b} Financial mstrumeénts in Level 2

The fair value of financial instruments not traded in an active market is
determined by using valuation techniques or by reference to the cutrent market
vatue of another instrament which is substantially the same or 1s calculated
based on the expected cash flows of the undetlying net asset base of the
investment. When the Group uses valuation technique, it maximizes the use of
observable market data where it is available and rely as lLittle as possible on entity
specific estimates. If all significant inputs required to determine the fair value of
an instrument are observable, the instrument is included in Level 2. Otherwise,
it is included in Levei 3.

Cutrently, the Group has no financial instruments carried under Level 2.

(¢) Financial instruments in Level 3
The Group classifies financial instruments that have no quoted prices or
observable market data where reference of fair value can be desived; hence, fair

value is determined based on their cost which management estimates to
approximate their fair values.
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6.02.04 Fair Value Measurcrment for Non-Financial Assets

Details of the Group and Parent Company’s investment properties and the information
about the fair value hierarchy as of December 31 are shown below.

2014
Levell Level 2 Level 3 Total
Land P “ P - P 5039 P 503.9
Building and improvements - - 716 7.6
P__- P P55 P 5755
2013
Leveld Level 2 Tevel 3 Total
Land P - P. - P 257.2 P 257.2
Building and improvements - - 57.1 271
p__. P P 3143 P 3143

The fair value of the mvestment properties of the Group and the Parent Company as
of December 31, 2014 and 2013, determined under Level 3 measurement, was derived
on the basis of a valuation carried out on the respective dates by either an
independent or internal appraiser having appropriate qualifications and recent
experience in the valuation of properties in the relevant locations. The fair value of
investment properties was derived using the market approach that reflects the recent
transaction prices for similar properties in nearby locations, adjusted for differences in
property size, age, condition, and location. In estimating the fair value of the
properties, the highest and best use of the properties is their current use.

‘There has been no change to the valuation technique during the year and there were
no transfers between Levels 1 and 2 during the year.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents inciude the following components as of December 31:

Group Parent Company,
2014 2013 2044 2013
Cash on hand and in banks P 3938 P 1196 P 3363 P 110.8
Cash equivalents 23.9 18.4 2490 18.3
B 4177 DB 1380 P 3603 P 129.1

Cash in banks eatn interest at rates based on daily bank deposit rates. Cash
equivalents represent a special savings account and time deposit with average
maturity of 30 to 90 days and annual interest rates ranging from 0.3% to 1.9% in
2014 and 0.3% to 1.5% in 2013.
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AVAILABLE-FOR-SALE FINANCIAL ASSETS

The composition of available-for-sale financial assets of the Group and the Parent
Company as of December 31 pertains to the following:

2014 . 2013
San Miguel Corporation
preferred shares (SMC Shares) | 11,2700 P 1,270.0
First Gen Corp. Series “F”
: preferred shares (First Gen Shares) 700.0 700.0
Century Properties Group, Inc. fixed
rate bonds (Century Bonds) 250.0 -
Club shares and
other equity investments 0.8 .8
2,220.8 1,970.8
Accumulated unrealized fair
value gains 151.2 122.7
Accrued interest recefvable 1.3 -
P 23733 P 20935

A reconciliation of the carrying amounts of AFS financial assets is as follows:

2014 2013
Balance at the beginning of year P 2,093.5 P 2,022.0
Additions 250.0 -
Accrued interest receivable 13 -
Fair value gains — net 28.5 715
Balance at end of year P 23733 I 2.093.5

In September 2014, the Group acquited P250.0 fixed rate Century Bonds. Century
Bonds carry a fixed rate of 6% per annum maturing three years after grant date.

The First Gen Shares carry a dividend rate of 8% per annur and are cumulative,
non-voting, non-participating and non-convertible. SMC Shares also bear an annual
dividend rate of 8%. :

Club shares and other equity investments consist of golf and country club shares of
stock. : :

Dividend income earned from available-for-sale financial assets are recorded under
Other Income account in the statements of income (see Note 17).

The Group and the Parent Company recoganized fair value gains of P28.5 and P71.5
in 2014 and 2013, respectively, and fair value loss of P21.0 in 2012, recorded as patt
of items that will be reclassified subsequently to profit or loss in the statements of
comprehensive income.

The fair values of AFS financial assets have been determined based on quoted prices
in active market (see Note 6).
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Certain AFS financial assets with face amouat of P1,970.0 as of December 31, 2014
and 2013 were used as collateral to secure the payment of certain bills payable

(see Note 13).

LOANS AND OTHER RECEIVABLES

This account consists of the following:

Groy Parent Company
2014 2013 2014 2013
Receivables from customers: : .
finance lease receivables P 10,5206.6 P 98234 P 18,5206 P 9,823.4
Residual value of leased :
assets 4,167.9 3,782.6 4,167.9 3,782.6
Unearned leased income { 1,118.13 ( 1.137.2) ( L118.33 { 1137.2)
13,570.4 12.468.8 13,5704 12.468.8
Loans and receivables
financed 10,514.3 8,864.4 10,514.3 8,864.4
Unearned finance income ( 75.4)( 97 ( 75.4) ( 97.6}
Client’s equity { 36.5)( 243 ( 36.5) ( 3413
10,402.4 87326 10,4024 8.732.6
Other recetvables:
Accrued interest receivable 1135 88.2 113.5 88.2
Dividends receivable 26.6 51.4 55.0 51.4
Sales contract receivable i6.1 18.2 16.1 18.2
Accounts receivabie 1.9 : 8.6 1.8 8.7
Accrued rental réceivable 2.5 4.0 - -
176.6 1704 _- 196.5 166.5
Total 24,143.4 21,371.8 24,169.3 21,368.0
Allowance for impairment ( 496.8) ( 396.83 ( 496.8) ( 396.8)

P..236466 P 209750 P, 236725 D 209712

As of December 31, 2014 and 2013, 47.0% and 56.0%, respectively, of the total
receivables from customers of the Group arte subject to periodic interest repricing.
Remaining receivables from customers earn annual fixed interest rates ranging from
4.3% to 28.0% in 2014 and 4.0% to 30.0% in 2013.
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The breakdown of total loans as to secured and unsecured follows:

Group Parent Com
2014 2013 2014 2013

Secured
Chattel mostgage PO4,7041 P 143217 P 14,7041 P 143217
Real estate mortgage 920.2 7703 920.2 7703
Others _ 5,406.3 2,258.4 5,406.3 22584
21,030.6 17,350.4 21,036.6 17,350.4
Unsecured 2.,616.0 36246 2,641.9 3,620.8

An analysis of the Group’s and Parent Company’s finance lease receivables as of
December 31, 2014 and 2013 is shown below.

2014 2013
Maturity of gross Investment in:
Finance lease receivables
Within one year P 1,130.5 P 612.3
Beyond one yeat but not _
beyond five years 9,390.1 9,205.2
Beyond five years - 5.9
10,520.6 9.823.4
Residual value of leased assets .
Within one year 1,242.2 1,060.8
Beyond one year but not
beyond five years g 2.925.7 2.721.8
4,167.9 3.782.6
Gross finance lease receivabies 14,688.5 13,606.0
Unearned lease income { 118.1) ¢ L1312

Net investment in

finance lease receivables o 135704 P 12.468.8
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An analysis of the Group’s and Parent Company’s net investment in finance lease
receivables follows:

2014 2013
Due within one year P 2,3084 P 1,624.0
Due beyond one year but not
beyoad five years 11,262.0 10,840.0 -
Beyond five years - 4.8
P 135704 2 12,468.8

Past due finance lease receivables amount to P343.6 and P203.0 as of
December 31, 2014 and 2013, respectively.

Past due loans and receivables financed amount to P107.0 and P109.3 as of
December 31, 2014 and 2013, respectively.

Interest and discounts in the statements of income consist of interest on:

Group
2014 2013 2012
Finance lease recesvabies i 7611 P 6aloe P 494.2
Loans and receivable financed 686.9 . 634.8 776.4
Interest on defined benefit plan 2.3 0.9 -
Cash and cash equivalents 0.6 0.5 0.6

P 14509 I 12978 I 12712

Parent Company
2014 2013 2012
Finance lease receivables P 7611 P 661.6 I 494.2
Loans and receivables financed 686.9 634.8 TG
Interest on defined benefit plan 2.3 0.9 -
Cash and cash equivalents 0.4 0.4 0.6

E...J45807 P 12977 B 12718

Interest income recognized on impaized loans and recetvables amounted to P5.5 in
2014, P54 in 2013 and P14.9 in 2012,

The changes in the allowance for impairment for the Group and the Parent
Company are summarized below.

2014 2013 2012
Balance at beginuing of year P 3%9.8 P 3115 P 285.1
Impairment Josses during :
the yeax 100.0 36.0 873
Reclassification - { 0.7} -
Accounts written off - - { 60.9)

Balance at end of year P_____ 4968 D 3968 I 3115
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Certain loans and recetvables with catrying amount of P817.0 and P109.0 as of
December 31, 2014 and 2013, respectively, were used as collateral to secure the

payment of certain bills payable (see Note 13)..

PROPERTY AND EQUIPMENT

The gross carrying amounts and accumulated depreciation and amortization of
property and equipment at the beginning and end of 2014 and 2013 are shown

below.

Group

December 31, 2014
Cost
Accumulated depreciation
and amostization

Net carrying amount

December 31, 2013
Cost
Accumulated depreciation
and amortization

Net carrying amount

January 1, 2613
Cost
Accumulated depreciation
and amortization

Net carrying amount

Parent Company

December 31, 2014
Cost
Accumuiated depreciation
and amortization

Net casrying amount

December 31, 2013
Cost
Accumulated depzeciation
and amortizzation

Net carrying amount
Januazy 1, 2013

Cost

Accumulated depreciation

and amortization

Net carrying amount

Transpottation
and Other

Furniture,
Fixtures

Leasehold

—Equipment . __and Others _Improvemets = __._Tofal.......

I 28604 P 04 P 82 P 2,909.0
{ §52.1( 26.9) ( 17.4) ( 896.4)
P 20083 P 35 P 0.8 P 20126
P 20288 P 306 P 262 P 2,085.6
( 812,33 ( 25.3) ( 24.0) 661.4)
P 14167 P 53 P 22 B 1,424.2
P 1,1288 P 280 P 255 P 1,182.3
( 49613 ( 22 ¢ 20.3) ( 538.6)
P G327 P 58 P 52 P 643.7
P - P 04 P 182 P 48.6

. ( 269 ( 17.4) ( 44.3)
T P 35 P 0.8 P 4.3
P - P 306 P 262 T 56.8

- ( 25.3) { 24.0) ( 49.3)
P - P 53 P 22 P 7.5

P - o 280 P 255 P 535

) ( 22.2) { 20.3) ¢ 42.5)

P N p 58 P 52 b 110
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A reconciliation of the carrying amounts of property and equipment at the
beginning and end of 2014 and 2013 is shown below.

Group

Balance at Januacy 1, 2014,
net of accumulated
depreciation and
amortization

Additions

Disposals- net

Depreciation
and amortization charges
for the year

Balance at
December 31, 2014,
net of accumulated
depreciation and
amortization

Balance at January 1, 2013,
net of accumulated
depreciation and
amortzation

Addidons

Disposals-net

Depreciation
and amostization charges
for the year

Balance at
December 31, 2013,
net of accumulated
depreciation and
amortizatiosn

Parent Company

Balance at Januacy 1, 2014,
net of accumulated
depreciation and
amortizaton

Additions

Depreciation
and amortization charges
for the year

Balance at
December 31, 2014,
net of accumulated
depreciation and
amortization

Transportation
and Other

Equipment

Furniture,

Improvements, ‘Lotal

14167 P 5.3 22 P 1,424.2
1,176.5 13 0.5 1,178.3
107.2) : ( 107.2)
472.1)( 3004 193¢ 482.7)
20083 P 15 08 P 2012.6
6327 P 5.8 52 P 643.7
1,087.5 28 07 1,091.0
126} ( 12.6)
290,9)( 3.3) 37) ( 297.9)
14167 2 53 22 P 14242
P 5.3 22 P 75

13 0.5 1.8

( 3.1) ( 1.9) ( 5.0)

B 3,5 08 B 43
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Transportation Furniture, Leasechold
and Other Fixtures Improve-
Equipment and Others mernts Total

Parent Company

Balance at January 1, 2013,

siet of accumnulated

depreciation and

amortization P - P 58 P 52 P 11.0
Addidons - 2.8 0.7 35
Depreciation

and amortization chazges

for the year - { 333 ¢ 3.73¢ 7.0}

Balance at
December 31, 2013,
net of accumulated
deprediation and .
amorgtization P - P 53 P 22 B 7.5

The cost of fully depreciated assets that are sdll being used in operations amounts to
P3.2 and P99.6 for the Group as of December 31, 2014 and 2013, respectively, and
P3.2 and P20.4 for the Parent Company as of December 31, 2014 and 2013,
respectively.

Depreciation and amortization charges for 2014 and 2013 are included as part of
Occupancy and Equipment-related Expenses account in the statements of income.

As of December 31, 2014 and 2013, the net book value of transportation and other
equipment leased out by the Group (nil for the Parent Company) under operating
lease arrangernents amounts to P2,008.3 and P1,416.7, respectively.

In 2014 and 2013, the Group disposed of certain transportation equipment with
catrying value of P107.2 and P12.6, respectively, resulting to 2 gain on sale of P6.3
and P19.8, respectively (see Note 17).

INVESTMENT PROPERTIES

Investment properties include land and building and improvements held for rentals
and capital appreciation.

The carrying amounts and accumulated depreciation at the beginning and end of
2014 and 2013 in the Group’s and Parent Company’s financial statements are shown
below.

Building and
Land Improvements Total
December 31, 2014
Cost P 3580 P 823 1 440.3
Accumulated depreciation - { 62.7) { 62.7)
Accamulated impairment { 57.0) z { 57.0)

Net carrying amount P J010 B 196 P 3206
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Building and
Land Improvements Total

December 31, 2013

Cost r 1750 P 462 P 221.2

Accumulated depredation - { 25.8) { 25.8)

Accumulated impairment { 49.7) - { 49.7)

Net cazrying amousnt L 253 I 204 P 145.7
January 1, 2613

Cost P 3896 P 1053 P 494.9

Accumulated depreciadon - ( 3923 ¢ 59.2}

Accumulated impairment { 54.93 ( 1.3)¢( 56,2}

Net carrying amount i 337 P 448 12 2795

A reconciliation of the carrying amounts at the beginning and end of 2014 and 2013
of investment properties in the Group’s and Parent Company’s financial statements
- is shown below.

Building and
Land Improvements Total

Balance at January 1, 2014,
act of accumulated depreciation

and impaicment P 1253 P o4 P 145.7
Additions - net 4.0 1.0 5.0
Disposals ( 83} ( 9.3) ( 17.6)
Reclassifications 1800 243 204.3
Depreciation and amortization

chasrges for the year - { 16.8) ( 16.8)
Balance at

December 31, 2014,

net of accumulated depreciation

and impairment P 3010 B 196 2 320.6

Balance at Januacy 1, 2013,
net of accumulated depreciation

and impairment P 3347 P 48 P 3795
Additions 19 62 14.1
Disposals-net ( 2343 ( 6.9} ( 3033
Rechssifications { 186.9} ( 19.6) ( 206.5)
Depreciation and amortization :

chasges for the year - ( 41) ( 41}
Impairment losses during the year { 1.0} - ( 7.8)

Balasice at December 31, 2013,
net of accumulated depreciation
and impairment E 1253 P 264 P 145.7

The appraised values of the investment properties as of December 31, 2014 and
2013 follow:

2014 2013

Land ' P 503.9 P 257.2
Building and improvements 7.6 571

B 5755 P 3143
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PFair values have been determined based on valuations made by independent and/or
in-house appraisers, which are market value for land and building and related
improvements and reproduction cost for certain building and improvements.
Valuations were derived on the basis of recent sales of similar properties in the same
area as the investment properties and taking into account the economic conditions
prevailing at the time the valuations were made. In addition, there are certain
significant assumptions that are considered in the valuation of these properties,
based on the following: {a) extent, character and utility of the properties; (b} sales or
listing of prices for sisnilar properties; {c) highest and best use of the property; and
(d) accunulated depreciation for depreciable properties. Internal appraisals were
made for all properties with book value of P5 or less, while external appraisals were
made for all properties with book value exceeding P5.

Direct operating expenses incurred on investment properties recognized in profit or
ioss are msignificant.

Gain on sale of investment propertes of the Parent Company, recorded as Gain
on sale of property and equipment and investment properties as part of Other
Income, amounted to P19.4, P4.7 and P51.5 in 2014, 2013 and 2012, respectively
{see Note 17).

OTHER ASSETS

Other assets consist of the following:

Grou Parent Company
Note 2014 2013 2014 2013
Deferred input VAT P 2354 P 1631 P - r -
Prepaid expenscs 102.0 103.8 28.5 26.8
Advances to supplier 59.6 - 59.6 -
Retirement benefit asset 19 56.2 43.1 56.2 43.1
Non-curgent assets
held-for-sale — net 11.8 237.4 1.8 237.4
Repossessed chattels
and other
equipment - net - 28 - 238
Investment in a subsidiary - - 312.5 400.0
Miscellancous - net 14.2 i0.8 8.2 107
B 4791 L 2610 B 4778 D 720.8

Deferted input VAT pertains to the VAT due or paid by the Group on purchases of
capital assets for lease in the ordinary coutse of business wherein the application
against the output VAT is amortized over the useful life of the asset or 60 months,
whichever is shorter. '

Prepaid expenses (Group) include creditable withholding taxes of BDO Rental
amounting to P72.0 and P74.9 as of December 31, 2014 and 2013, respectively.

Advances to supplier pertains to payments for the new leasing system of the Parent

Company.
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In 2014 and 2013, the Group reclassified certain non-current assets held-for-sale to

- investment properties and disposed all repossessed chattels and other equipment.

The gross carrying amounts and accumulated impairment losses of non-cutrent
assets held-for-sale are shown below.

2014 2013
Cost P 288 P 328.8
Accumulated impairment losses ( 17.0} ( 91.4)
) 118 P2 2374

A reconciliation of the carrying amounts of non-cutrent assets held-for-sale at the
beginning and end of 2014 and 2013 is shown below.

2614 2013

Balance at January 1, net of

accumulated impairment losses p 2374 P 94.4
Additions 3.5 3.1
Reclassifications ( 204.3) 206.5
Disposals { 24.8) ( 33.6)
Impairment loss for the year - { 33.0)
Balance at December 31, net of

accumulated impairment losses P 118 P 2374

Depreciation expense of repossessed chattels and other equipment amounted to P1.3

- and P22.6 in 2014 and 2013, respectively. No impairment Joss was recognized on

repossessed chattels and other equipment in 2014 and 2013,

Investment in a subsidiary represents 100.0% ownership of the Parent Company in
BDO Rental. Prior to 2014, investment in BDO Rental consisted of 150 million
common shares and 250 million non-voting, cumulative and redeemable prefetred
shares. In 2014, BDO Rentzl redeemed 87.5 million preferred shares at P1.00 pax
value per share or P87.5, while the remaining 162.5 million shares were converted to
100 million common shares. Consequently, as of December 31, 2014, the Parent
Company holds 250 million commeon shares of BDO Rental still representing
100.0% ownership.

BILLS PAYABLE

This account consists ofs

Group Parent Company....__
2914 2013 2014 2013
Borrowings from:
Banks P 7,9241 P 73319 P 6,268.6 7 64144

Others 11,715.9 9,086.7 11,715.9 9,086.7
Accrued interest 13.0 239 8.5 16.3

P__196530 D 164485 P 17,9930 P...155174
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Bills payable to banks represent peso borrowings from local banks (including BDO
Unibank as of December 31, 2014 and 2013 ~ see Note 20}, with annual interest
rates ranging from 2.2% to 3.0% in 2014 and 2.2% to 6.9% in 2013. Asof
December 31, 2014 and 2013, bills payable — others represent short-term notes
issued to individual and corporate investors, with anaual interest rates ranging from
24% to 2.5% and 2.3% to 3.5% in 2014 and 2013, respectively. These rates
approximate prevailing market rates. As of December 31, 2014 and 2013, bills
payable amounting to P1,123.0 and P851.1, respectively, are secured by the Group’s
AFS financial assets with face amount of P1,970.0 both as of December 31, 2014
and 2013, and certain loans teceivables with carrying value amounting to P817.0 as
of December 31, 2014 and P109.9 as of December 31, 2013,

Interest and financing charges consist of interest on:

Group
MNores 2014 2083 2012
Bills payable - banks P 71 F 2392 P 134.9
Bills payabie - others 284.0 175.2 3222
Amortization on lease deposits 15 3.3 4.2 4.5
Interest on defined benefa plan 19 . - 1.6
Others 2.9
B 4619 L 486 I 463.2
Parent Company
~hlores 204 2013 2032
Bills payable - banks P 420 P 2226 P 131.7
Bills payable - others 284.0 175.1 3222
Amortization on lease deposits 15 2.2 25 2.9
Interest on defined benefit plan 189 - - T 1.6
Others 2.9 -
)d 4311 B 4002 B 4584
14, ACCOUNTS PAYABLE AND OTHER LIABILITIES
Accounts payable and other liabilities consist of the following:
Grou Parent Company,
2014 2013 2014 2013
Accounts payable P 2180 P 1514 P 1554 P 94.1
Accrued taxes and
other expenses 46.3 43.1 46.3 43.1
Withholding taxes
payable 13.5 14.5 11.8 13.3
Other liabilitics 63.0 49.1 53.3 46.0
P 408 P 2581 P 2668 P 196.5

Management considers the carrying amounts of accounts payable and other liabilities
recognized in the statements of financial position to be reasonable approximation of
their fair values due to their short duration.
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LEASE DEPOSITS

This account represents deposits om:

Group Parent Company
2014 2013 2014 2013
Finance leases ) P 41489 P 37746 P 4,1489 P 3,774.6
Operating leases 45.0 42.5 - -

£ 41939 P 38171 B 41489 P 3.174.0

Interest expense on lease deposits accrued using the effective interest method in the
Group’s financial statements amounted to P3.3, P4.2 and P4.5 in 2014, 2013 and
2012 respectively, and P2.1, P2.5 and P2.9 in 2014, 2013 and 2012, respectively, in
the Parent Company’s financial statements (see Note 13). These ate included as part
of Interest and Financing Charges under Operating Costs and Expenses in the
Group and Parent Company’s statements of income.

EQUITY
16.01 Capital Management Objectives, Policies and Procedures
The Group’s capital management objectives are:

(a) To provide an adequate return to sharebolders by pricing products
commensurately with the level of risk; and, '

b} To ensure the Group’s ability to continue as a going concera.

The Group sets the amount of capital in proportion to its overall financing structure
and the Group manages the capital structure and makes adjustments to it in the light
of changes in economic conditions and the risk characteristics of the undetlying
assets. In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders, return capital to shareholders, issue new
shares, or sell assets to reduce debt.

The Group’s capital and overall financing as of December 31, 2014 and 2013 are
shown below.

2014 2013

Total equity : P 4,9858 P 4,771.0
Cash and cash equivalents ( 417.7) ( 138.0)

Net capital P 4,5681 P 4,633.0
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2014 2013
Bills payable P - 19,653.0 P 16,448.5
Lease deposits 4,193.9 3,817.1
Total equity 4,985.8 4,771.0
Overall financing L 28,8327 P 25,036.6
Capital-to-overall financing ratio 0.16:1 G.19:1

Under RA No. 8556, the Group is required to maintain the following capital
requirements:

+  Minimum paid-up capital of P10.0 million; and,

+  Additional capital requitements for each branch of P1.0 million for branches
established in Metro Manila, P0.5 million for branches established in other
classes of cities and P0.25 million for branches established in municipalities.

As of December 31, 2014 and 2013, the Group is in compliance with this minimum
paid-up capital requirement.

16.02 Preferred Shares

The Parent Company has 200,000 authorized preferred shares at P100 par value a
share with the following features:

a. Issued serially in blocks of not less than 100,000 shares;

b. No pre-emptive rights to any or all issues on othe disposition of preferred
shares;

c. Entitled to cumulative dividends at a rate not higher than 20% yearly;

d. Subject to call or with rights for their redemption, either mandatory at a fixed or
determinable date after issue; and,

e. Nonvoting, except in cases expressly provided for by law.

None of these authorized preferred shares are issued as of December 31, 2014 and
2013.

16.03 Commmon Shares

As of December 31, 2014 and 2013, out of the total authorized capital stock of
3,400,000,000 common shares with par value of one peso per share, 2,162,475,312
common shares, net of treasury shares of 62,693,718, common shares amouating to
P2,162.5 ate issued and outstanding,

16.04 Retained Earnings
On February 25, 2015, the BOD approved the declaration of cash dividends at

P0.175 per share amounting to P378.4. The dividends are declated in favor of
stockholders of record as of March 11, 2015 and are payable on March 24, 2015.
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On February 26, 2014, the BOD approved the declaration of cash dividends at
P0.15 per share amounting to P324.4. The dividends were declared m favor of
stockholders of recozd as of March 13, 2014 and were paid on March 31, 2014,

On April 17, 2013, the BOD approved the declaration of cash dividends at P0.15 per
share amounting to P324.4. The dividends were declared in favor of stockholders of
record as of May 17, 2013 and were paid oa June 13, 2013.

On Apd 18, 2012, the BOD approved the declaration of cash dividends at P0.05 per
share amounting to P108.1. The dividends were declaged in favor of stockholders of
record as of May 31, 2012 and were paid on June 27, 2012,

The Group’s retained earnings are restricted to the extent of the cost of the treasury
shares as of the end of the reporting perods.

16.05 Track Record of Registration of Securities

On January 6, 1997, the Parent Company was listed with the PSE with 106,100,000
new additional common shares and 15,120,000 existing common shares with par
value of P1 per share. The listing was approved by the SEC in May 1996. As of
December 31, 2014 and 2013, the Parent Company’s number of shares registered
totaled 3,400,000,000 with par value of P1.00 per share and closed at a price of
P2.00 both in 2014 and 2013. The total number of stockholders is 1,167 and 1,117 as
of December 31, 2014 and 2013, respectively.

OTHER INCOME

This account is composed of the following:

Group
Notes 2014 2013 2012
Dividend income 8 P 1552 P 1552 P 160.9
Gain on sale of property
and equipment and investment
properties 16, 11 287 24.5 55.1
Day one gains — net 1.1 4.0 2.6
Miscellaneous 16,20 21.6 40.6 41.9
P 2096 I 2243 P 260.5
Parent Company
Notes 2014 2013 2012
Dividend income 8 )y 199.6 - P 1552 ¢ 160.9
Gain on sale of property
and equipment and investment
properties 10, 11 19.4 47 51.5
Day onc gains — net 0.1 1.6 1.5
Miscellanieous 10,20 21.8 35.9 3.3
P 2403 D 1974 B 251.2

Dividend income pertains to income earned for investments in SMC Shares and First
Gen Shares (see Note 8). Dividend Income on Parent Company’s 2014 statement of
income also includes cash dividends declared by BDO Rental amounting to P43.8.
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Day one gains — net represent the fair value gains on nitial recognition of lease
deposits (representing excess of prncipal amount over fair value of leased deposits),
net of the day one losses on initial recogaition of the residual value receivables under
finance lease.

LEASES

The Group’s finance lease contracts generally have lease terms rangiag from
24 to 60 months.

In the ordinary course of business, the Group enters into vadous operating leases
with lease terms ranging from 12 to 60 months. Operating lease income, presented
under Rent account in the Group statements of income for the years ended

December 31, 2014, 2013 and 2012, amounted to P613.1, P380.8 and P229.8,

respectively.

Future minimum rental receivables under operating leases follow:

2014 2013 2012
© Within one year _ P 977 P 9.7 7 711
After one year but not more
than five years 1,421.8 §90.0 289.1
P 1,5195 I 9817 2 368.2
EMPLOYEE BENEFITS

19.01 Employee Benefits Expense

Expenses recognized for salaries and employee benefits for the Group and the
Parent Company are preseated below.

2014 2013 2012
Salaries and wages P 996 P 993 P 97.8
Bonuses 33.5 33.0 36.9
Retivement — defined benefit plan 15.3 16.4 141
Social security costs . 3.5 34 34
Other benefits 9.5 31.3 184
P 1614 P i834 P 164.6

19.02 Post-employment Bencfits
(@)  Characteristics of the Defined Benefit Plan
The Group maintains a wholly-funded, tax-qualified, noncontributory and

multi-employer retirement plan that is being administered by a trustee bank
covering all regular full-time employees.
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The normal retirement age is 60 with 2 minitum of 5 years of credited service.
The plan also provides for an early retitement at age 50 with 2 minimum of

5 years of credited service and late retirement after age 60 but not beyond

65 years of age, both subject to the approval of the Group’s BOD.

Explanation of Amounts Presented in the Financial Statements

Actuarial valuations are made annually to update the post-employment benefit
costs and the related amount of contributions. All amounts presented below and
in the succeeding pages are based on the actuarial valuation report obtained from
an independent actuary in 2014 and 2013.

The amounts of retirement benefit asset of both Parent Company and the Group
recognized in the statements of financial position are determined as follows:

2014 2013
Fair value of plan assets P 2304 P 206.6
Present value of the obligation { 167.5) ( 159.4)
Effect of asset cetling { 6.7y 4.1)
Balance at end of year r 56.2 I 43.1

The movement in the fair value of plan assets is presented below.

2014 2013
Balance at beginning of year P 206.6 i63.1
Interest income 9.9 10.0
Return on plan assets (excluding
amounts included in net interest) ‘ 2.3 2.0

Contrbutions to the plan - 28.7 36.1
Benefits paid ( 17.1 ¢ 4.6)
Balance at end of year P 2304 L 206.6

The movements in the present value of the retirement benefit obligation
recognized in the books are as follows:

2014 2013
Balance at beginning of year P 1594 P 162.3
Current service cost 15.3 16.4
Taterest expense 7.6 9.1
Remeasurements:
Actuarial losses (gains}
arising from:
- changes in financial
assumptions L9 ( 1.7
- experience adjustments ( L5 ( 22.1
- changes in demographic
assumptions { 10.4} -
Other liabilities 123 . -
Benefits paid { 17D ( _4.6)

Balance at end of year I 1675 I 1594
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The composition of the fair value of plan assets at the end of the reporting
period for each category and risk charactesistics is shown below.

2014 2013
Cash and cash equivalents P 492 P 36.0
Unitt Investment Trust Funds 319 30.4
Loans 6.7 13.3
Hquity instruments 2.7 2.1
Real estate 2.7 3.0
93.2 854

Debt instruments:
Government bonds 76.9 78.8
(Other bonds ' 39.0 21.1
115.9 99.9
Others 21.3 21.3
P 2304 P 2066

The retirement trust fund assets are valued by the fund manager at fair value
using the mark-to-market valuation. While no significant changes in asset
allocation are expected in the next financial year, the retirement plan trustee may
make changes at any time.

Actual return on plan assets amounted P12.2 in 2014, P12.0 in 2013 and P7.3 in
2012,

Except for certain shares of stock of the Parent Company, plan assets do not
comprise any of the Parent Company’s own financial instruments ot any of its
assets occupied and/or used in its operations {see Note 20 ()]

The components of amounts recognized in profit or loss and in other
comprehensive income in respect of the defined benefit plan are as follows:

2014 2013 2012
Reported in profit or loss:
Current service cost P 53 P 164 P 14.1
Net interest expense {income) { 2.3} ( 0.9) 1.6
P 130 P 155 I 157
Reported in other comprebensive income:
Actuatial losses {gains) arising
from changes
- changes in financial assumptions P 19 (P 17y P 1.4
- expegience adjustments { 1.5) ( 22.1) 9.0
- demographic changes ( 10.4) - -
Retum on plan assets (excluding
amounts included in net integest) 2.3y ( 2.0y ( 0.3)
Effect of asset ceiling 2.6 4.1 -

14 9.7y (P 2.0 B 16,1
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Current service cost is presented as a part of Employee Benefits account. The net
interest expense (income) is included as part of Interest and Financing Charges
and Interest and Discounts accounts, respectively, in the statements of income.

Amounts recognized in other comprehensive income were included within items
that will not be reclassified subsequently to profit or loss.

In determining the amounts of the post-employment benefit obligation, the
following significant actuarial assumptions were used:

2014 2013 2012
Discount rates 4.6% 4.7% 5.6%
Expected rate of salary increases 8.0% 8.0% 9.5%

Assumptions regarding future mortality are based on published statistics and
mortality tables. The projected retirement date of the employees is at age

60 or at age of 50 with completion of 10 years of service, whichever is shorter.
These assumptions were developed by management with the assistance of an
independent actuary. Discount factors ate detesmined close to the end of each
reporting period by reference to the interest rates of a zero coupon government
bond with terms to maturity approximating to the terms of the retirement
obligation. Other assumptions ate based on current actuarial benchmarks and
management’s historical experience.

As of December 31, 2014 and 2013, the net accumulated actuarial losses amount
to P35.1 and P41.9, respectively, due mainly to the declining discount rates.
Nevertheless, the Group has net retiremnent benefit asset amounting to P56.2 and
P43.1 as of December 31, 2014 and 2013, respectively (see Note 12), due to
higher contributions made in 2014 and 2013.

Risks Associated with the Retirement Plan

The plan exposes the Group to actuarial risks such as investment risk, interest rate
risk, longevity risk and salary nsk. '

(i) Investwpent and Interest Risk

The ptesent value of the retitement benefit obligation is calculated using a
discount rate determined by reference to market yields of government bonds.
Generally, a decrease in the interest rate of a reference government bond will
increase the plan obligation. However, this will be partially offset by an increase
in the return on the plan’s investments in debt securities and if the return on plan
asset falls below this rate, it will create a deficit in the plan. Cutrently, the pian has
relatively balanced iovestment in cash and cash equivalents, equity securities and
debt instruments. Due to the long-term nature of plan obligation, a level of
continuing equity investments is an appropriate element of the Group’s

long-term strategy to manage the plans efficiently.



(%)

-68-

(7)  Longewity and Salary Risks

The present value of the retitement benefit obligation is calculated by reference to
the best estimate of the mortality of the plan participants both during and after
theit employment and to their future salaries. Consequently, increases in the life
expectancy and salary of the plan participants will result in an increase in the plan
obligation.

Other Information
The information on the sensitivity analysis for certain significant actuarial
assumptions, the Group’s asset-liability matching strategy, and the timing and
uncertzinty of furure cash flows related to the retirement plan are described in the
succeeding pages.
() Seasitivity Analysis
The following table summarizes the effects of changes in the significant actuarial

assumptions used in the determination of the retirement benefit obligation as of
December 31, 2014 and 2013:

Impact on retirement benefit obligation

Change in Increase in Decrease in
2014 assumption  _assumption assumption
Discount rate +/-10% (P 72) P 8.7
Salary growth rate +/-1.0% 6.2 ( 5.7)
2013
Discount rate +/-1.0% (P 54) P 6.1
Salary growth rate +/-1.0% 5.1 ( 4.6)

The above table of sensitivity analysis is based on a chaage in an assumption while
holding all other assumptions constant. This analysis may not be representative of
the actual change in the retitement benefit obligation as it is ualikely that the
change in assumptions would occur in isolation of one another as some of the
assumptions may be correlated. Furthermore, in presenting the above sensitivity
analysis, the present value of the retirement benefit obligation has been calculated
using the projected unit credit method at the end of the reporting period, which is
the same as that applied in calculating the retitement benefit obligation Hability
recognized 1o the statements of financial posttion. :

The methods and types of assumptions used in preparing the sensitivity analysis
did not change compared to the previous years.

@) Asser-liability matehing strategy

The retirement plan trustee has no specific matching strategy between the plan
assets and the plan liabilities.
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() Funding Arrangements and Expecied Contributions.
The plan is currently overfunded by P62.9 based on the latest actarial valuation.

The Parent Company expects to make contribution of P17.1 to the plan during
the next financial year.

The maturity profile of undiscounted expected benefits payments from the plan
for the next 10 years follows:

Within one year P 6.3
More than one year to five years 52.4
More than five years to ten years 142.1

p 200.7

RELATED PARTY TRANSACTIONS

The Group’s and Parent Company’s related parties include BDO Unibank, related
party under common ownership, key management personnel and the retirement
benefit fund as described below.

The summary of the Group’s and Parent Company’s transactions with its related
parties in 2014, 2013 and 2012 are as follows:

Amount of Transaction

Related Party Category Notes 2014 2013 2012
Ultimate Parent Company
{BDO Unibank)
Interest income on savings
and derand deposits {a} r 65 P 02 ? 0.3
Interest expense on bills payable (&} 94.6 148.5 98.3
Rent expense i) 105 10.7 11.0
Management fees {¢) 2.4 2.4 2.4
Subsidiary (BDO Rental)
Interest income on loans {5 - . 0.7
Service fees {e) 6.3 5.3 8.4
Rent income {d) 0.4 0.4 0.4
Management fees {2} 0.4 G.4 0.4
Dividend income liii 43.8 - -
Related Party under Common
Ownership (BDO Capital)
Service and charges fees /] 3.5 22 28

Key management personnel

Shott-term benefits e 576 61.7 57.7
Post-employment benefits @ - - 17.0
Advances to an officer & 0.3 0.9 1.7
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e Onatstanding Balance
Related Party Category Notes 2014 2013

Ultimate Parent Company

(BDO Unibank)
Savings and demand
deposits (@) r 4092 P 119.2
Bills payable b 4,387.2 6,119.8
Subsidiary (BDG Rental}
Dividend secetvable &) 28.5 .

Eey management personnel

Advances to an officer & 1.9 2.2

Retirement benefit fund

()

(%)

©

Loans to officers and

employees # 2.0 : 34
Loans to members and

bepeficiaries - (%) - 24
Shares of stock @ 11 0.9

The Group maintains savings and demand deposit accounts with BDO Unibank.
As of December 31, 2014 and 2013, savings and demand deposit accounts
maintained with BDO Unibank are included under Cash and Cash Equivalents
account in the statements of financial position (see Note 7). Interest income
earned on these deposits in 2014, 2013 and 2012 1s included under Interest and
Discounts under the Revenues account in the statements of income.

The Group obtains short-term, unsecured bills payable from BDO Unibank.
The amount outstanding from borrowings as of December 31, 2014 and 2013 is
presented under Bills Payable account in the statements of financial position
(see Note 13). Interest expense incurred on these bills payable in 2014, 2013 and
2012 1s included under Intetest and financing charges account as part of
Operating Costs and Expenses account in the statements of mcome. Also, the
Parent Company grants short-term, unsecured loans to BDO Rental. There is
no outstanding balance arising from this transaction as of December 31, 2014
and 2013. Total interest income earned by the Pareat Company on these loans
in 2014, 2013 and 2012 is included under Interest and Discounts as part of
Revenues m the staternents of income.

On January 4, 2010, the Parent Company and BDO Rental entered into a Service
Agreement whereby BIDO 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
staternent 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 income. There are
no outstanding intercompany payable and receivable from this transaction as of
December 31, 2014 and 2013,
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(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 petiod and under such terms and conditions as may be agreed upon with
the Parent Company and BDO Unibank. Related reat expense incurred in 2614,
2013 and 2012 is presented as part of Occupancy and equipment-related
expenses under Operating Costs and Expenses account in the statements of
income. On the other hand, the Parent Company charges BDO Rental for the
spaces that the latter occupies in the head office premises. Rent changed to
BDO Rental in 2014 and 2013 s presented as part of Other Income i the
statements of income. There are no outstanding receivable and payable on these
transactions as of the end of 2014 and 2013.

In 20113, the Parent Company entered into a service level agreement with BDO
Unibank wherein BDO Unibank will charge the Parent Company for certain
management services that the former provides to the latter. Management fees
paid by the Parent Company to BDO Unibank is shown as part of Other
Operating Costs and Expenses in the statements of income. Also, the Parent
Company charges BDO Rental for the management services it renders to BDO
Rental. This is presented as part of Other Income in the statements of income
of the Parent Company. There are no outstanding receivable and payable on
these transactions as of the end of 2014 and 2013.

The Parent Company engaged the services of BDO Capital and Investment
Cosporation (BDO Capital), a wholly owned subsidiary of BDO Unibank for
underwriting setvices related to the Parent Company’s issuance of bills payable in
2012. Service and charges 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 statements of income. There are no outstanding payable related
on this transaction as of the end of 2014 and 2013.

Compensation of key management personnel (covering officer positions starting
from Assistant Vice President and up) is included as part of Employee Benefits
under Operating Costs and Expenses in the statements of comprehensive
income of the Group and Parent Company. Short-term employee benefits
include salaties, paid annual leave and paid sick leave, profit sharing and bonuses,
and non-monetary benefits. The Group also incurred post-employment benefit
expense related to key management personnel included as part of Employee
Benefits under Operating Costs and Expenses. The Group 2also granted cash
advances to an officer.

(h) The Group maintains 2 tetirement benefit fund with BDO Unibank covering all

regular full-time employees. In the normal course of business, the retirernent
benefit fund grants salary and housing loans to certain officers and employees of
the Parent Company, and members and beneficiasies of the fund who are also
officers of the Patent Company. The housing loans are secured by the mortgage
on the property and bear interest at 9.0% per annum and have terms ranging
from 13 to 20 years. The salary loans on the other hand, are unsecured and bear
interest ranging from 9.0% to 10.0% per annum and have terms ranging from

18 months to 3 years. There is no impaitment loss recognized on this loan.
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{7} The redrement fund holds 442,750 shares of stock of the Pareat Company as an
investment, which has a market value of P2.00 per share as of December 31,

2014 and 2013.

7 In 2014, BDO Rental declared cash dividends amounting to P43.8 which is
presented as part of Other Income in the Parent Company’s 2014 statement of

income.

TAXES
21.01 Taxes and Licenses

This accouat is composed of the following:

Group
2014 2013 2012
Docamentary stamp tax P 91.8 T 732 P 60.9
(3ross receipts tax 68.4 63.1 62.9
Lacal taxes 10.8 1.8 10.5
Others 8.3 0.6 0.4
P 1733 L 1487 I 1347

Parent Company

204 2013 2012
Documentary stamp tax P 856 P 702 P 60.4
Gross receipts tax 68.4 63.1 62.8
Local taxes 81 10.1 85
Others 3.3 0.6 0.5
E 1704 P 1440 P 132.2
21.02 Curtent and Deferred Taxes
The components of tax expense for the years ended December 31 follow:
Group
2014 2013 2012
Reported in statemients of income:
Current tax expense:
Regular corporate income tax {RCIT)
at 30% P 1820 F 1297 P 166.1
Final tax at 20% 6.3 20.5 01
188.3 150.2 166.2
Deferred tax expense (income) relating to
ogigination and reversal of
temporary differences 218 ( 47)( 50.0)
P 2161 P 1455 P 116.2
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Reparted in statements gf comprehensive income:
Deferred tax expense (income) relating to
origination of temporary differences:
Actuagial gains and losses
APS financial assets

Reparted in statensents of income:
Current tax expense:
RCIT ag 30%
Final tax at 20%

Deferred tax expense {income)
relating to originating and reversal
of temporary differences

Reported in statements of compredensive income
Deferred tax expense (income) relating to
otigination of temporary differences:
Actnarial gains and losses
AFS financial assets

Group
2014 2013 2012
P 28 P 65 (P 3.0)
0.1 04 ( g.1)
P 30 P 69 (P 3.1}
Parent Company
2014 2013 2012
P 1514 P 1023 P 156.6
6.3 205 g1
1577 122.8 156.7
218 46)( 57.3}
P 1795 P 1182 P 994
p 29 D 65 (P 3.0)
0.1 04 ( 0.1)
P 30 P 69 (I 31

A reconciliation of tax on pretax profit computed at the applicable statutory rates to
tax expense reported in the statements of income follows:

Tax on pretax profit

Adjustment for income subjected
t0 lower tax rates

Tax effects of:
Non-deductible expense
Non-taxable income
Non-deductible interest expense
Reversal of deferred tax asset

Group
2014 2013 2012
P 2142 P 1697 P 158.1
3.2) ¢ 37)( 0.1}
390 4.9 3.9
48.2) ( 27.1) ¢ 45.7)
4.3 1.7 B
4.0 - -
P 2101 I 1455 P 1102
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Parent Company

2014 . 2013 2012
"Tax on pretax profit P 1967 T 1427 P 1414
Adjustment for income subjected
to lower tax rates { 32){ 3.7) -
Tax effects of:
Non-taxable income ( 61L.2) { 26.5)( 45.4%
Non-deductble interest expense 3.8 08 -
Non-deductible espense 394 4.9 3.4
Reversal of deferred tax asset 4.0 - -
B 1295 b 1182 D 9.4

The components of net deferred tax liabilities as of December 31, 2014 and 2013

follow:

Statements of Financial Position

Group Barent Company
2014 2013 2014 2013
Deferred tax assets:
Allowance for
impairment o
Loans and discounts P 603 P 853 P 66.3 P 85.3
Investment properties
and non-current assets
held-for-sale 22.2 42.3 . 222 42.3
Accounts receivable 0.9 0.9 0.9 0.9
Retirement benefit obligation 8.0 12.0 8.0 12.0
Others - 38 - 37
91.4 1443 01.4 144.2
Deferred tax liabiities: .
Lease income differential  ( 120.8) ( 148.6} ( 120.8) ( 148.6)
Unrealized fair value gain
on AFS { 16.6) ( 10.5) ¢ 10.6) ( 10.5)
Others - ( 0.4 - { 0.3)
{ 131.4)( 159.5) ( 1314) ( 159.4}%
Net deferred tax lisbilities (B 40.0) (B 1525 (P 40.0) (P 15.2}
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The components of deferred tax expense (income) in profit and loss and in other
comprehensive income for the years ended December 31, 2014, 2013 and 2012 follow:

Group
2014 2013 2012
L profit or hoss:
Deferred tax assets:
Allowance for impairment on:
Loans and discounts P 251 T 24 (P 4.9)
Investment properties and
non-current assets held-for-sale 20.1 ¢ 043 ( 14.1)
Accounts receivable - 6.1 1.0
Retitement benefit obligation 11 ¢ 17 3.3
Net operating loss carryoves - - 7.2
Other 3.8 ( 3.2) —
Total deferred tax assets 50.1 { 28) ( 7.5)
Deferred tax liabilities:
Lease income differential { 27.8) - { 43.1)
Others { 0.5} 1.9 0.6
{ 28.3) ( 1.9 ¢ 42.5)
Net deferred tax expense (income) L 218 (D 47) (B 30.0)
Parent Company
2014 2013 2012
In profi or foss:
Deferred tax assets:
Allowance for impairment on:
Loans and discounts P 251 P 24 (P 4.9}
Investment properties and :
non-current assets held-for-sale 201 ( 04 ( 14.13
Accounts receivable - 0.1 1.0
Retirement benefit obligation L1 { 1.7} 33
Other 38 ( 3.1) -
50.1 ( 2.0 ¢ 14.7)
Deferred tax Habilities:
Lease income differential { 27.8} - { 43,13
Others { 0.5} 1.9 0.3
{ 28.3% ( 1.9%¢ 42.6)
Net deferred tax expense {income) P 218 (L 4.6) (B 57,3}
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Group/Parent Company

2014 2013 2012
I other comprebensive incomre:
Deferred tax expense {income) on:
Net actuarial losses P 29 P 65 (P 3.0)
Unceslized fair value gains on _
AFS financial assets 0.1 04 ( 0.1}
r 30 D 69 (2 3.1)

21,03 Supplementary Information Required Under Revenue Regulations
(RR) 15-2010 and 19-2011

The Bureau of Internal Revenue {(BIR) issued RR 15-2010 and 19-2011 which
required certain supplernentary information to be disclosed as part of the notes to
financial statements. The supplernentaty information is, however, not a required past
of the basic financial statements prepared in accordance with Philippine Financial
Reporting Standards; it is neither a required disclosure under the Philippine Securities
and Exchange Commission rules and regulations covering the form and content of
financial statements under the Securities Regulation Code Rule 68, as amended.

The Parent Company presented this tax information required by the BIR.as a
supplementary schedule filed sepatately from the basic financial statements.

EARNINGS PER SHARE

Basic earnings per shate were computed as follows:

Group
2014 2013 2012
Net profit r 5040 P 0 4203 P 410.7
Divided by the weighted average number
of outstanding common shares — net™ 2,162.0 2,162.0 2162.0
Basic earnings per share P 0,23 P 0319 R 0.19
Parent Company
2014 2013 2012
Nert profit P 4762 P 3575 P 371.8
Divided by the weighted average number
of outstanding common shares — ner® 2,162.0 2,162.0 2,162.0
Basic eaznings pex share j 022 L 017 B 037

* net of treasury shares

There were no outstanding dilutive potential commeon shares as of
December 31, 2014 and 2013,
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CONTINGENT LIABILITIES AND COMMITMENTS

23.01 Operating Lease Commitments — Group as Lessce

The Group leases the head office and certain branch offices from BDO Unibank.
Total lease payments presented as part of Occupancy and equipment-related

expenses under Operating Costs and Expenses in the statements of income
amounted to P10.5 in 2014, P11.2 1n 2013 and P11.0 in 2012,

Future minimum lease payments under these operating leases follow:

2014 2013 2012
Within one year | 49 P 1571 P 11.2
After one year but not more
than five years 28.8 68.88 55.2
B 437 P 3459 D 66,4
23.02 Others

In addition to those already mentioned in the preceding notes, in the ordinary course
of business, the Group incurs contingent liabilities and commitments arising from
normal business transactions which are not reflected in the accompanying financial
statements. As of December 31, 2014, management does not anticipate significant
losses from these contingencies and commitments that would adversely affect the
Group’s financial position and results of operations.
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BDO LEASING AND FINANCE, INC, AND SUBSIDIARY

(@ Sub

idiary of BIYO Unib

k, fne.}

Schedule A - Financial Assets
December 31, 2014
(Amount in Philippine Fesos)

L , L . @ Nu.m{m- of shares ar Amount shown on the Va[u;d based on the Income recefved and
Name of issuing entity and association of each issue priacipal amount of Bak heer @ market quotation st accrued
bords or notes alance steet bafance sheet date ™
vl bt P

Century Properties Group Inc, 250,000,000 P 255,000,000 P 245,959,651 i 3,000,00¢
San Miguel Corporation 8,466,600 634,995,000 661,664,790 48,418,369
. San Miguel Corporation 8,466,660 634,995,000 660,394,800 30,799,600
First Gen Cosporation 7,000,060 760,400,000 865,000,000 56,000,000
Valley Golf Country Club 1 25,000 180,000 0
Tagaytey Splendido 1 800,060 80,000 0
Tutal AFS Financial Assets 7 2,220,815,000 g 2,373,259271 P 160,217,962
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Schedule B - Amounts Receivable from Di

BDO LEASING AND FINANCE, INC. AND SUBSIDIARY

(4 Subsidiary of BDQ Unibank; Tnce.}
Officers, Eneploy

December 31, 2014
(Amount in PEilippiae Pesos)

» Related Parties and Principal Stockhotders

Batza Begleingy s Amounts written Bolarce aread of
Nume and designation of detitor “ :;';:zia # 4 A tiected ™ o Carrear Nat currane ;::.o;’u

Amcunts Due from Related Enterest;
L.¥. Logsin Condominiam Corporation P 5,202,149 - ¥ 1,734,149 - 3,468,000 ¥ 3,468,960
LY, Lacsin Condorsinium Corporation 9,251,281 - 2,707,697 6,543,584 6,543,584
Westeeh Wipi Manufacraring Corporation 11,536,680 - 4,614,672 - 6,922,068 6,922.8508
Anece Bnterprises 2,337,053 - 2,337,053 - -
Abest Bxpross - - - -
Bawtista, Sps. Aroold S, and Venus T. 2,854,523 - 274,740 B 2,519,783 23397183
Gon, Sps. Conrado L. & Dalisay G. 594,556 - 594556 - - -
Masby Foed Ventures Cosporsation - - - -
Magtinez Yergaca Gonzales & Sermno - 60,006,000 B 60,005,000 60,600,000
Toml Amounts Due from Related Pacties 31,736,242 69,000,000 12262867 - 79473373 19,473,375
TDIOSRI Laans - Director (not officer sor employee}
Andres, Jesse Hermogenes Torees . 2,127,792 265,974 - 1,861,818 1,861,818
Yotal Loans ro Divector . 2,127,792 265,974 - 1,863,818 1,861,813
Laans o Officers and Employees:
Lapid, Rebesto Estreza 2,171,656 1,183,967 1,346,477 - 1,515,086 1,515,086
Tatad Loans to Officers and Employcs 2,177,656 1,183,007 1,846,477 . 1,513,086 1,515,086
Total 4 33,913,898 P 03,31L6%9 [ 14375318 - 82850279 |4 32,850,279
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BDG LEASING AND FENANCE, INC, AND SUBSIDIARY
(A Subsidisry of BDO Unibank, Tnc.)

Schedule C - Assounts Receivable from Related Parties which are eliminated during the consolidation of Brancial statements

December 31, 2014
(Atmougt in Philippine Pesos)
Deductions
Name and Designation of debtar Balance at b.cgmmng Additiots Amounts colleeted i Amounts writtent off Curtent Mon-current Balance at end of
of period (i) {) period
BDOC Rental Ine. P 28,437,500 r 28,437,500 P 28,437,500
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B0 LEASING AND FINANCE, INC. AND SUBSIDIARY

(A Subsidiary of B0 Unibank, Inc.)

Schedule D - Intangible Assets - Other Assets

December 31, 2014

(Amoune in Philippine Pesos)

Charged & 4 Charged to Other changes

- . G argred to cosi Arge L "

Descraption © Beginning balance Additions at Cosc @ o dgc.ipenses o mﬂgfmmts aa’a‘.v.t’mns - Ending balance
(deductions)

Dieferred Chasges P 3,455,274 r 3,453,274

Torat - r 3,455,274 - - - P 455,274
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BDO LEASING AND FINANCE, INC. AND SUBSIDIARY

(A Subsidiary of BDO Unibank, fne.}
Scheduie E - Long-Term Debe

Blecember 31, 2014
(Amiouct in Philippine Pesosy

Ameurt suthorized by c::t;::gzlﬁuh::; ;:ft:c:n Amauns show under
Fitle of issue and type of obligacion " indenture of fomgeterm debt® in caption" Long-Ferm Beh:_:_;‘ i} Inrerest Rate Maturity Date

related balance sheet @ welated balance sheet

Balls Payable - Otisers
Development Bank of the Philippines (DB} r 612750000 P 408,500000 P 204,250,000 3.250% June 30, 2016
)y 612750000 P 468506000 P 204,250,600

Toral Bilis Payabic - Gthers
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BHO LEASING ANT) FRNANCE, INC, AND SUBSIDIARY
(A Subsidiary of BDO Unibank, Inc.)
Schedule F - Indebtedness to Related Parties
December 33, 2014
{Emount in Philippine Pesos)

Name of related party Balance at beginning of period Balance at end of period @

- nothing to report -

Page 7




BDO LEASING AND FINANCE, INC, AND SUBSIDIARY

(4 Subsidiary of BDO Unibank, Inc,)

Schedule G - Guarantees of Securities of Other Issuers ¥
December 31, 2014
{Amount in Philippine Pesos)
MName of issuing entity of securides | Tide of issue of cach Total amount Amount owned by Natare of
guaranteed by the company for which class of securities guaranteed and person for which soet?
this statement is filed guaranreed outstanding ¥ statement is filed guarantec
- nothing 1o report -
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BDO LEASING AND FINANCE, INC, ANEY SUBSIDIARY
(4 Subsidiagy of BDC Unibanlk, Ine)
Schedule H - Capital Stock ¥
December 3%, 2014
(Amaunt iv Philippiac Pasos)

Number of shares held by

Title of Issue @

Number of shares

Number of shares issned
and autstanding as shown

Number of shares
reserved for aptions,

Related parties @ [Directors, officers)

Others

authorized under the related balance §warrants, coversion and and employees
sheet caption other rghts

Prefecced Shates 200,000 - - - - -
Common shares 3400000000 F 2,162,475,312 1,890,610,907 134,340 271,730,055
*etermination of number of shares and outstanding
Number of shares issued 2,223,169,030
Less shates held in teasugy 62,693,718

2.162,475,312

Page 9




BDO Leasing and Finance, Inc.
Ortigas Avenue, Quezon City

Reconciliation of Retained Eamings Available for Dividend Declaration
December 31, 2014
(Amounts in Millions)
Unappropriated Retained Earnings at Beginning of Year : P 17518

Prior Year's Outstanding Reconciling Items , net of tax
Deferred tax income ( 91.4)

Unappropriated Retained Earnings Available for
Dividend declaration at beginning of Year, as Adjusted 1,660.4

Net Profit realized during the Year 476.3

Non -actual/unrealized income, net of tax -

Net income actually earned during the period 476.3
Other Transactions During the Year

Dividend declarations during the period { 32445
Unapproptiated Retained Earnings Available for

Dividend Declaration at End of Yeat P 01,8123

Page 10



%
Framework for the Preparation and Presentation of Financial Statements

BDO LEASING AND FINANCE, INC.

Schedule of Philippine Financial Reporting Standards and Interpretations
Adopted by the Securities and Exchange Commission and the
Financial Reporting Standards Council as of December 31, 2014

Conceptual Frameworl Phase A: Objectives and Qualitative Characterstics

Practice Statement Management Commentary

Philippine Financial Reporting Standards (PFRS)

PFRS 1
(Revised)

First-time Adoption of Philippine Financial Reposting Standards

~

Amendments to PFRS 1: Additional Exemptions for First-time Adopters ¥*

\

Amendment to PFRS 1: Limited Exemption from Comparative PFRS 7 Disclosures for
First-time Adopters **

Amendments to PFRS 1: Severe Hyperinflation and Removal of Fixed Date for First-time
Adopters **

Amendment to PFRS 1: Government Loans **

PFRS2

‘| Share-based Payment

Amendments to PERS 2: Vesting Conditions and Canceliations

.

Amendmeats to PFRS 2: Group Cash-settled Share-based Payment Transactions

PFRS 3
(Revised)

Bustness Combinations

PFRS 4

Insurance Contracts

~

Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts

PFRS 5

Non-current Assets Held for Sale and Discontinued Operations

~

PFRS 6

Exploration for and Evaluation of Mineral Resources

PERS 7

Financial Instruments: Disclosures

Amendments to PFRS 7: Transition

Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets

Amendments to PAS 39 and PERS 7: Reclassification of Financial Assets - Effective Date
and Tragsition

Amendments to PERS 7: Impeoving Disclosures about Financial Instruments

Amendments to PFRS 7: Disclosures — Transfers of Financial Assets

Amendments to PFRS 7: Disclosuzes — Offsetting Financial Assets and Financial Liabilities

Amendment to PFRS 7: Mandatory Effective Date of PFRS 9 and Transition Disclosures™*
(effective when PFR.S 9 is first applied}

PFRS 8§

Operating Segments

N R RN N AN S AN RN AN

PFRS 9

Financiat Iostruments * (effective Jannary 7, 2018)

PFRS 10

Consolidated Financial Statements

\

Amendment to PFRS 10: Transition Guidance

~

Amendient to PERS 10: Investment Entities

Amendment to PFRS 10: Investment Entities — Applying the Consolidation Exception *
(effective Janxary 1, 2016}

PFRS 11

Joint Arrangements

Amendment to PFRS 11; Transiton Gudance
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Disclosure of Interests in Other Entities v
Amendment to PFRS 12: Transition Guidance v
PFRS 12 Amendment to PFRS 12: Investment Entides v
Amendment to PFRS 10: Iavestment Endties — Applying the Consolidation Exception * v
{effective January 1, 2016}
PFRS 13 Fair Value Measurement v
PFRS 14 Regulatory Deferral Accounts * (gffective Janwary 1, 2078) v
Fhilippine Accounting Standards (PAS)
Presentation of Financial Statements
Amendments to PAS 32 and PAS 1: Puttable Financial Instruments and Obligations Ardsing
PASE on Liguidation**
{Revised) - -
Amendment to PAS 1: Presentation of Items of Other Comprehensive [ncome
Amendment to PAS 1: Disclosure Initiative * (effective January 1, 2016) v
PAS2 Inventores v
PAS7 Seatement of Cash Flows v
PASS Acecounting Policies, Changes in Accounting Estimates and Errors
PAS 10 Events after the Reporting Period v
PAS 11 Construction Conteacts v
Income Taxes v
PAS 12
Amendment to PAS 12 - Deferred Tax: Recovery of Underlying Assets v
PAS 16 Property, Plant and Equipment v
PAS 17 Leases v
PAS 18 Revenue v
PAS 19 Employee Benefits v
(Revised) Amendment to PAS 19: Defined Benefit Plans - Employee Contributions * (gfeaive
Jauty 1, 20714)
PAS 20 Accounting for Government Grants and Disclosure of Government Assistance +
The Effects of Changes in Foreign Exchange Rates v
PAS 21 -
Amendment: Net Investment in 2 Foreign Operation **
PAS 23 .
(Revised) Borrowing Costs
PAS 24 .
(Revised) Related Pacty Disclosures v
PAS 26 Accounting and Reporting by Retirement Benefit Plans v
PAS 27 .
(Revised) Separate Financial Statements Ve
Amendment to PAS 27: Investment Entities v
Investments in Associates and Joint Ventures v
PAS 28
(Revised) o ] L .
Amendment to PAS 28: Investment Eatities - Applying the Consolidation Exception v
PAS29 Financial Reporting in Hyperinflationary Economies v
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Financial Instruments: Presentation

Amendments to PAS 32 and PAS 1: Puttable Financial Instruments and Obligations Arsing
on Liquidation **

Requirement and their Interaction **

v
v
PAS 32
Amendment to PAS 32: Classification of Rights Issues ** v
Amendments to PAS 32: Offsetting Financial Assets and Financial Liabilities v
PAS 33 Farnings per Share Ve
PAS 34 Interm Financial Reporting v
Impairment of Assets v
PAS 36
Amendment to PAS 34: Recoverable Amount Disclosures for Non-financial Assets v
PAS 37 Provisions, Contingent Liabilities and Contingent Assets v
PAS 38 Intangible Assets v
Financial Instruments: Recognition and Measurement v
Amendments to PAS 39: Transition and Initial Recognition of Financial Assets and
SR /
Financial Liabilities
Amendments to PAS 39: Cash Flow Hedge Accounting of Forecast Intragroup Transactions s
ik
Amendments to PAS 39: The Fair Value Option ** /
PAS 39 Amendrments to PAS 39 and PFRS 4: Financial Guarantee Cogtracts ** 4
Amendments 1o PAS 39 and PFRS T: Reclassification of Financial Assets v
Amendments to PAS 39 and PFRS 7: Reclassification of Financial Assets — Effective Date v
and Transition
Amendments to Philippine Interpretation IFRIC 9 and PAS 39: Embedded Derivatives ** v
Amendment to PAS 39: Eligible Hedged Ttems ** v
Amendment to PAS 39: Novation of Derivatives and Continuaton of Hedge Accounting Ve
PAS 40 Investment Propesty v
PAS 41 Agriculture
Philippine Intecpretations - International Financial Reporting Interpretations Committee (JFRIC)
IFRIC 1 Changes in Existing Decommissioning, Restoration and Simifar Liabalities ** v
IFRIC 2 Members’ Share in Co-operative Endties and Similar Instruments
IFRIC 4 Determining Whether an Arrangement Contains a Lease v
Rights to Interests Arising from Decommissioning, Restoration and Environmental
IFRICS e
Rehabilitation Funds
IFRIC 6 Liabilities Arising from Participating in a Specific Market - Waste Electsical and Electronic
Equipment
Applying the Restatement Approach under PAS 29, Financial Reporting in
IFRIC7 Lo .
Hypesdnflationary Economies
Reassessment of Embedded Derdvatives ** v
IFRIC 9 _—
Amendments to Philippine Interpretation IFRIC-9 and PAS 39: Embedded Derivatives ** s
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 12 Service Concession Arrangements
IFRIC 13 Customer Loyalty Programmes
PAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
IERIC 14 Interaction _ : — -
Amendments to Philippine Intespretatons IFRIC - 14, Prepayments of 2 Minimum Funding s
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IFRIC 16

Hedges of a Net Iavestment in 4 Foreign Operation

IFRIC 17 Distributions of Non-cash Assets to Owners ¥ v
IFRIC 13 Transfers of Assets from Customers ** v
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments ** v
IFRIC 20 Strpping Costs in the Production Phase of a Surface Mine

IFRIC 21 Levies v
Philippine Interpretations - Standing Interpretations Committee (SIC)

SI1C-7 Introduction of the Euro

SIC-16 Government Assistance - No Specific Relation to Operating Activities

SIC-13 Jointly Controlled Entities - Noa-Monetary Contributions by Venturers

SIC-15 Operating Leases - Incentives v
SIC-25 Income Taxes - Changes in the Tax Status of an Batity or its-Sharcholders ** e
SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of  Lease v
SEC-29 Service Concession Arrangements: Disclosures

SIC-31 Revenue - Barter Transactions Involving Advertising Services v
SIC-32 Intangible Assets - Web Site Costs ** v

* These standazds will be effective for periods subsequent to 2014 and are not cady adopted by the Company.

#%* These standards have been adopted in the preparation of financial statements but the Company has no significant transactions covered

in both years presented.
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BDO Unibank, Inc, Subsidiaries and Affiliates
Organizational Chart
As of 31 December 2014

SY GROUP
Henry Sy Sr., Felicidad Sy, Teresita Sy, Herbert Sy, Henry Sy Jr., Harley Sy, Elizabeth Sy

SM INVESTMENTS CORPORATICN

v

- BDO UNIBANK, ING.
45,1%*
BDO Private Bank, Inc.
9 o
BDO Secuz‘iges Corp. » 100% BiEg;?; "ia?gg%
100% BDO Capital &
Investment Corporation : "
CBN Grupo 100% 5 Equimark-NFG
y . . ] eveloprment Corp,
Internaticnal Holdings |+ 50%
B.V. 60% BDC Leasing and Generali Piipinas
Finance, inc. 87.43% General Pilipinas Lifa Assurance Co.
. Holdings Co., inc. 160%
Averon Holdings, Inc. | Banco De Oro Savings BOO-38.05%. BDD
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SM Keppel Land, Inc. 100%
BDC Elite Savings 50%
— Bank, Inc., formerly GE
Money Bank, inc.} 99% et MorthPine Land, Inc.
D
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4 PCI Travel
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M Frankfurt GmbH $00%
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| | Express Padala (HK) o 33% (b)
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" Unicorn First
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(b}
BDO Romit {ltafia} |
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] {£}  Formerger
800 Remit
{Macau) Ltd,
0%
MDE Land Inc. () » SMIC’s effactive ownership (includes direct &

BDO-35%/ o
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Atrachment I
BDO Leasing and Finance, Inc. and Subsidiary
Financial Ratios
December 31, 2014 and 2013
(Amounts in Millieas of Philippine Pesos}

2014 20143

2014 2013
I, Current/Hquidity rados
Curgent ratio
Total- curgent agsets 8,668.8 8,766.7 0.42 0.43
Total current Habilities 20,728.2 20,524.0
Quick ratio
Quick assets 8,189.6 8,208, 0.40 0.40
Total current lizbilities 20,728.2 20,524.0
IL. Solvency ratios; debt-to-equity ratios
Solvency ratio
(After tax net profit + Depreciation) 984.8 744.9 4.04 .04
Total liabilities 24,264.1 20,566.4
Debt-to-equity ratio
Total Habilitdes 24,2641 20,566.4 4.87 4.31
Total equity 4,985.8 4,771.0
III. Asset-to-equity ratio
Asset-to-equity ratio
Total assets 29.249.9 25,337.4 5.87 5.31
Totat equity 4,985.8 4,711.0
IV. Interest coverage ratio
Interest coverage ratio
Earnings before interest and taxes 1.182.0 984,4 2.53 235

Interest expense 467.9 418.6



BDO Leasing and Finance, Inc. and Subsidiary
Financial Ratios

December 31, 2014 and 2013

(Amounts in Millions of Philippine Pesos)

Profitability ratios

Net profit margin

MNet Profit

Integest income + Other operating income

Return on equity

Net profit
Average equity

Return on assets

Net profic

Average assets

. Others

Total real estate investments to Assets

Total investment properties
Total assets

Loans to Assets

Tol loans and other receivables

Total assets
DOSRI to Net worth

Receivables from Directors, Officers,

Stakebolders and Related Interests
Total equity

Amount of receivable from a single cozparation to
Total receivables

Loan to a single corporation
Total loans and other receivables

2014 2013
504.0 420.3
2,273.6 1,902.9
504.0 420.3
4,878.4 4,679.9
564.0 420.3
27,293.7 23,005.9
320.8 145.7
29,249.9 25,337.4
23,646.6 20,975.6
26,2499 25,337.4
82.8 22
4,985.8 4,771.0
1,300.0 1.234.8
23,646.6 20,975.0

22,17%

10.33%

1.85%

1. 10%

80.84%

1.66%

5.50%

2013

22.09%

8.98%

1.83%

0.58%

82.76%

0.05%

5.89%





