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ORIX METRO LEASING AND
FINANCE CORPORATION
(incorporated with limited liability in the Republic of the Philippines)
₱10,000,000,000
Bond Programme
Under this ₱10,000,000,000 Bond Programme (the “Programme”), ORIX METRO Leasing and Finance Corporation (“OMLFC”, the
“Company” or the “Issuer”) may offer from time to time, in one or more series of tranches, Bonds, pursuant to BSP Circular No. 1010 (Series
of 2018), and any other circulars and regulations as may be relevant for the transaction, as amended from time to time.
The maximum aggregate nominal amount of all Bonds from time to time outstanding under the Programme will not exceed ₱10,000,000,000,
subject to increase as described herein.
The Bonds may be issued by the Issuer on a continuing basis through the Arranger, Financial Advisor and Selling Agents specified under
“Summary of the Offering” and any additional Arranger (each an “Arranger” and together the “Arrangers”) or Selling Agent (each a “Selling
Agent” and together the “Selling Agents”) appointed under the Programme from time to time by the Issuer, which appointment may be for a
specific issue or on an ongoing basis. References in this Offering Circular to the Arranger, or Financial Advisor or the relevant Selling Agent
shall, in the case of an issue of Bonds being (or intended to be) issued through more than one Arranger and/or Selling Agent, be to all
Arrangers and/or Selling Agents agreeing to subscribe to such Bonds.
The Bonds will constitute direct, unconditional, unsecured and unsubordinated obligations of the Issuer. The Bonds and shall, at all times,
rank pari passu and ratably without any preference or priority amongst themselves, and at least pari passu with all other present and future
direct, unconditional, unsecured, and unsubordinated obligations of the Company, except for any obligation enjoying a statutory preference or
priority established under Philippine laws. See “General Terms and Conditions”.
The Bonds will not be rated. However, the Company has an issuer rating from Philippine Rating Services Corporation (“PhilRatings”) See
applicable Pricing Supplement. A rating is not a recommendation to buy, sell, or hold securities and may be subject to revision, suspension,
or withdrawal at any time by the assigning rating organization.
See “Investment Considerations” for a discussion of certain factors to be considered in connection with an investment in the Bonds.
The Bonds will be issued in scripless form. The Bonds will be represented by a Master Certificate of Indebtedness which will be deposited
with the Trustee. It is intended that, upon issuance, the Bonds will be immobilized and lodged with the Registrar. A Registry Confirmation
will be issued by the Registrar in favor of the holders of the Bonds in accordance with the regulations of the BSP. Once lodged, the Bonds
will be eligible for electronic book-entry transfers in the Registry Book without the issuance of other evidences of certificates, and any sale,
transfer, or conveyance of the Bonds shall be coursed through an accredited exchange.
The Bonds will be listed in the trading platform of the Philippine Dealing & Exchange Corp. (“PDEx”) for secondary market trading pursuant
to the Bangko Sentral ng Pilipinas (“BSP”) rules. Upon listing of the Bonds in the PDEx, investors shall course their secondary market trades
through the trading participants of the PDEx for execution in the PDEx Trading Platform in accordance with the PDEx Trading Rules,
Conventions and Guidelines, as these may be amended or supplemented from time to time, and shall settle such trades on a Delivery versus
Payment (“DvP”) basis in accordance with PDEx Settlement Rules and Guidelines.
Financial Advisor to the Issuer

Arranger

Selling Agents

The Bonds will be issued pursuant to BSP Circular No. 1010 (Series of 2018) and other related circulars and issuances of the BSP (the
"BSP Rules"). The issuance of the Bonds is exempt from the registration requirement under the Securities Regulation Code pursuant to
Section 9.1.1 of the 2015 Implementing Rules and Regulations of the said law.
No offer or invitation or solicitation shall be made or received, and no agreement shall be made, on the basis of this document, to
purchase or subscribe for any of the Bonds.
The Issuer confirms that this document contains all information with respect to the Issuer and the Bonds which is material in the context
of the issue and offering of the Bonds, that the information contained herein is true and accurate in all material respects and is not
misleading, that the opinions and intentions expressed herein are honestly held and have been reached after considering all relevant
circumstances and are based on reasonable assumptions, that there are no other facts, the omission of which would, in the context of the
issue and offering of the Bonds, make this document as a whole or any such information or the expression of any such opinions or
intentions misleading in any material respect and that all reasonable enquiries have been made by the Issuer to verify the accuracy of
such information. The Issuer accepts responsibility accordingly.
In making an investment decision, you must rely on your own examination of the Issuer and the terms of the offering of Bonds,
including the merits and risks involved. By receiving this Offering Circular (the “Offering Circular”), you acknowledge that (i) you
have not relied on ING Bank N.V., Manila Branch (“ING”, the “Arranger”) or any person affiliated with the Arranger in connection
with your investigation of the accuracy of any information in this Offering Circular or your investment decision, and (ii) no person has
been authorized to give any information or to make any representation concerning the Issuer or the Bonds other than as contained in this
Offering Circular and, if given or made, any such other information or representation should not be relied upon as having been
authorized by the Issuer, the Arranger or the Selling Agents (as defined below).
To the fullest extent permitted by law, none of the Arranger and First Metro Investment Corporation and Metropolitan Bank & Trust
Company (in their capacity as selling agents, the “Selling Agents” and each, a “Selling Agent”) accepts any responsibility for the
contents of this Offering Circular or for any other statement, made or purported to be made by the Arranger and Selling Agents or on its
behalf in connection with the Issuer, or the issue and offering of the Bonds. The Arranger and Selling Agents accordingly disclaim all
and any liability whether arising in tort or contract or otherwise (save as referred to above) which it might otherwise have in respect of
this Offering Circular or any such statement.
No representation or warranty, express or implied, is made by the Arranger and Selling Agents as to the accuracy or completeness of the
information contained in this Offering Circular. Neither the delivery of this Offering Circular nor the offer of Bonds shall, under any
circumstances, constitute a representation or create any implication that there has been no change in the affairs of the Issuer since the
date of this Offering Circular or that any information contained herein is correct as at any date subsequent to the date hereof.
None of the Issuer, the Arranger and Selling Agents or any of its respective affiliates or representatives is making any representation to
any purchaser of Bonds regarding the legality of an investment by such purchaser under applicable laws. In addition, you should not
construe the contents of this Offering Circular as legal, business or tax advice. You should be aware that you may be required to bear the
financial risks of an investment in the Bonds for an indefinite period. You should consult with your own advisers as to the legal, tax,
business, financial and related aspects of a purchase of Bonds.
The Arranger and Selling Agents and their affiliates are full service financial institutions engaged in various activities which may
include securities trading, commercial and investment banking, financial advice, investment management, principal investment, hedging,
financing and brokerage activities. In the ordinary course of their various business activities, the Arranger and Selling Agents and their
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities)
and financial instruments (including bank loans) for their own account and for the accounts of their customers and may at any time hold
long and short positions in such securities and instruments. Such investments and securities activities may involve securities and
instruments of the Issuer.
The Arranger and Selling Agents and/or their affiliates may purchase Bonds for their own account and enter into transactions, including
credit derivatives, such as asset swaps, repackaging and credit default swaps relating to the Bonds and/or other securities of the Issuer or
its respective subsidiaries or associates at the same time as the offer and sale of the Bonds, or in secondary market transactions. Such
transactions would be carried out as bilateral trades with selected counterparties and separately from any existing sale or resale of the
Bonds to which this Offering Circular relates (notwithstanding that such selected counterparties may also be purchasers of the Bonds).
This document does not constitute an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is not
authorized or to any person to whom it is unlawful to make any such offer or solicitation. Each investor in the Bonds must comply with
all applicable laws and BSP rules in force in the jurisdiction in which it purchases or offers to purchase such Bonds, and must obtain the
necessary consent, approval, or permission for its purchase, or offer to purchase such Bonds under the laws and BSP rules in force in any
jurisdiction to which it is subject or in which it makes such purchase or offer, and neither the Issuer nor the Arranger and Selling Agents
shall have any responsibility thereof. Interested investors should inform themselves as to the applicable legal requirements under the
laws and BSP rules of the countries of their nationality, residence, or domicile and as to any relevant tax or foreign exchange control
laws and BSP rules that may affect them. See “Distribution and Sale”.
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CONVENTIONS WHICH APPLY TO THIS OFFERING CIRCULAR
In this Offering Circular, unless otherwise specified or the context otherwise requires, all references to the “Philippines” are references
to the Republic of the Philippines. All references to the “Government” herein are references to the Government of the Philippines. All
references to “United States” or “U.S.” herein are to the United States of America. All references to “Peso” and “P” herein are to the
lawful currency of the Philippines and all references to “U.S. dollars” or “US$” herein are to the lawful currency of the United States.
FORWARD-LOOKING STATEMENTS
Certain statements in this Offering Circular constitute “forward-looking statements”, including statements regarding the Issuer’s
expectations and projections for future operating performance and business prospects. The words “believe”, “expect”, “anticipate”,
“estimate”, “project”, “will”, “aim”, “will likely result”, “will continue”, “intend”, “plan”, “contemplate”, “seek to”, “future”,
“objective”, “goal”, “should”, “will pursue” and similar expressions or variations of these expressions identify forward-looking
statements. In addition, all statements other than statements of historical facts included in this Offering Circular, including, without
limitation, those regarding the Issuer’s financial position and results, business strategy, plans and objectives of management for future
operations, including development plans and objectives relating to the Issuer’s products and services, are forward-looking statements.
Such forward-looking statements and any other projections contained in this Offering Circular (whether made by the Issuer or any third
party) involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or
achievements to be materially different from the future results, performance or achievements expressed or implied by forward-looking
statements. Such forward-looking statements are based on current beliefs, assumptions, expectations, estimates and projections regarding
the Issuer’s present and future business strategies and the environment in which the Issuer will operate in the future. Among the
important factors that could cause some or all of those assumptions not to occur or cause the Issuer’s actual results, performance or
achievements to differ materially from those in the forward-looking statements include, among other things, the Issuer’s ability to
successfully implement its business strategy, the condition of and changes in the Philippine, Asian or global economies, future levels of
non-performing loans, the Issuer’s growth and expansion, including whether the Issuer succeeds in its business strategy, changes in
interest rates and changes in government regulation and licensing of its businesses in the Philippines and in other jurisdictions where the
Issuer may operate, and competition in the banking and financial services industry. Additional factors that could cause the Issuer’s actual
results, performance or achievements to differ materially include, but are not limited to, those discussed under “Investment
Considerations”.
Any forward-looking statements contained in this Offering Circular speak only as at the date of this Offering Circular. Each of the
Issuer, the Arranger and the Selling Agents expressly disclaims any obligation or undertaking to release, publicly or otherwise, any
updates or revisions to any forward-looking statement contained herein to reflect any change in the Issuer’s expectations with regard
thereto or any change in events, conditions, assumptions or circumstances on which any such statement was based.
INDUSTRY AND MARKET DATA
Unless otherwise indicated, all industry and market data with respect to the Philippine banking and financial services industries was
derived from information compiled and made available by the BSP or other public sources. While the Issuer has ensured that such
information has been extracted accurately and is believed by the Issuer to be reasonable and presented in its proper context, the Issuer
has not independently verified any of the data from third-party sources or ascertained the correctness of the underlying economic
assumptions relied upon therein.
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DOCUMENTS INCORPORATED BY REFERENCE
The following documents published or issued from time to time after the date hereof shall be deemed to be incorporated in, and to
form part of, this Offering Circular:
(a)

the most recently published audited consolidated and (if produced) non-consolidated annual financial statements
and, if published later, the most recently published unaudited interim consolidated and (if produced) nonconsolidated financial results of the Issuer; and

(b)

all supplements or amendments to this Offering Circular prepared by the Issuer from time to time.

Any statement contained herein or in a document which is deemed to be incorporated by reference herein shall be deemed to be
modified or superseded for the purpose of this Offering Circular to the extent that a statement contained in any such subsequent
document which is deemed to be incorporated by reference herein modifies or supersedes such earlier statement (whether
expressly, by implication or otherwise). Any statement so modified or superseded shall not be deemed, except as so modified or
superseded, to constitute a part of this Offering Circular.
The Issuer will provide, without charge, to each person to whom a copy of this Offering Circular has been delivered, upon the
request of such person, a copy of any or all of the documents deemed to be incorporated herein by reference unless such
documents have been modified or superseded as specified above. Requests for such documents should be directed to the Issuer at
its office set out at the end of this Offering Circular.
If the terms of the Programme are modified or amended in a manner which would make this Offering Circular, as so modified or
amended, inaccurate or misleading, to an extent which is material in the context of the Programme, a new offering circular will be
prepared.
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GENERAL DESCRIPTION OF THE PROGRAMME
Under the Programme, the Issuer, subject to compliance with all relevant laws, regulations, and directives, may from time to time
issue Bonds, subject to conditions as set out herein. A summary of the terms and conditions of the Bonds appears below. The
applicable terms of any Bond will be agreed between the Issuer and the relevant Arranger prior to the issuance and will be set out
in the Terms and Conditions of the Bonds endorsed on, attached to, or incorporated by reference into, the Bonds, as modified and
supplemented by the applicable Pricing Supplement attached to, or endorsed on, such Bonds.
This Offering Circular and any supplement will only be valid for listing Bonds on PDS in an aggregate nominal amount which,
when added to the aggregate nominal amount then outstanding of all Bonds previously or simultaneously issued under the
Programme, does not exceed ₱10,000,000,000.
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SUMMARY OF THE OFFERING
This summary highlights information contained elsewhere in this Offering Circular. This summary is qualified in its entirety by more detailed
information and financial statements, including notes thereto, appearing elsewhere in this Offering Circular. For a discussion of certain matters
that should be considered in evaluating an investment in the Bonds, see “Investment Considerations.” Investors are advised to read this entire
Offering Circular carefully, including the Company’s financial statements and related notes contained herein.

Overview
ORIX METRO Leasing and Finance Corporation (“OMLFC”, the “Company” or the “Issuer”) is widely considered as one of
the leading and most profitable leasing and finance companies in Philippines. Its business has the widest market reach with over
100 branches situated in strategic locations around the country. The Company has been in the industry for over 40 years and has
become one of the most trusted partners of Small and Medium Enterprises (“SME’s”) as well as multinational and big local
companies in building their businesses. OMLFC offers business solutions such as finance lease and mortgage loans of trucks,
heavy equipment, industrial machineries and various types of equipment.
The Company is a joint venture between Metropolitan Bank and Trust Company (“Metrobank”), the country’s largest financial
conglomerates, and ORIX Corporation, Japan (“Orix Japan”) a pioneer in the leasing industry in Japan. Metrobank, which was
established in 1962 is the second largest bank in the Philippines in terms of asset size as of June 30, 2019. With over 950 branches
nationwide and a network of 2,300 ATMS, Metrobank’s support to OMLFC in the form of active referrals has proven very
significant. Around 20% of the Issuer’s portfolio originated from Metrobank Group’s referrals. Orix Japan, on the other hand, has
a proven 54-year track record of profitability. It is currently present in 38 countries with a diversified clientele mix ranging from
small and medium enterprises (SMEs) to very large corporations. The joint venture between ORIX Japan and Metrobank Group
combined the international strength and experience of a leading corporation in the business, the local expertise of the merged
companies and the distribution network of Metrobank.
OMFLC was incorporated in 1977 and has since been granted the authority to operate as a finance company. Its subsidiaries, on
the other hand, are engaged in operating leases. Initially starting with a few branches, OMLFC has grown to a total of 111
branches all over the country as of 31 July 2019. In August 2007, OMLFC was granted authority by the Bangko Sentral ng
Pilipinas (BSP) to engage in quasi-banking functions. The Company’s rapid expansion in the countryside gave the advantage of
capturing the high-yielding mortgage loans business to small and medium enterprises (SMEs) in the provinces, thus leading to the
Company’s consequent shift of the majority of its revenue to financing income.
The Company and its subsidiaries (the “Group”) ended 2018 with P1.30 billion in net income after tax, an increase of 6.11% from
the previous year’s ₱1.23 billion. It achieved a return on average equity (ROE) of 17.52% this year versus a ROE of 20.01%
during the previous year. The total assets of the Company and its subsidiaries grew from ₱43.97 billion last year to ₱51.75 billion
this fiscal year. Total new bookings in 2018 amounted ₱34.92 billion compared to ₱30.72 billion recorded in FY 2017. For the
nine months period ended June 30, 2019, net income went down by 24.72% to ₱749.92 million which was mainly due to the
32.50% increase in total expenses to ₱4.61 billion. This hike was primarily caused by the 76.95% rise in interest expense which
totaled to ₱1.93 billion.
Competitive Strengths
The Company believes that its key strengths include its:
 Over 40 years of Solid Track Record
 Strong and Experienced Shareholders (i.e. Metrobank and ORIX Corporation, Japan)
 Extensive and Strategically Located Branch Network
 Strong Financial Performance
 Superior Asset Quality
Strategy
Growth and Diversification
OMLFC continues to aggressively put more focus on high yield loans and leases to small and medium sized enterprises
nationwide. In particular, the Group will continue to expand the marketing of its Small Business Loans or Micro Finance
undertakings currently being offered by the countryside branches.
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The Group’s efforts to promote warehouse leasing has gained ground. With the existing warehouses with a total floor area of
18,397.05 square meters that are occupied and contributing rental revenues, more warehouses are currently being rehabilitated.
The Group will continue to expand this product line by constructing new warehouses on existing open areas within the ten (10)
hectare property in Calamba, Laguna.
The Full Service Operating Lease (FSOL) product being carried by our wholly owned subsidiary, Orix Rental Corporation (ORC)
has achieved excellent results. ORC is now the one of the largest vehicle operating lease company in the country with more that
7,200 units catering mainly to multinational companies and big local companies requiring large fleet units. The Group is confident
of its capabilities and expansion prospects in this business as it continues to receive technical and management support from its
shareholder ORIX Corporation of Japan, the dominant vehicle leasing group in Japan and Asia Pacific.
Risk Management
As new products evolve in the market, new combinations of risk emerge. OMLFC continues to institute risk management
principles and techniques that will foster and strengthen a culture of risk awareness within the Group. The responsibility for
managing the Group’s risk is spread out across all business units and functions. The risk management mission revolves around
assisting the central profit generating activities of OMLFC and its subsidiaries through thorough, timely, and precise measurement
of risks inherent in its activities.
Technology
The Group relies on its information technology and systems to drive the business. The branches and subsidiaries are connected to
the main office via a secured private network. Real-time transactions and online access to IT resources are made possible with the
use of various leading edge technologies.
In the past several years, the group has made significant improvement in its information technology infrastructure and systems.
The Group has put up its own Business Recovery Center in the south and increased its bandwidth to accommodate the increasing
number of branches and transactions. The Group also utilized Business Analytics to improve operational efficiency and make
better decisions.
The Group acknowledges the challenges and tough competition ahead and therefore made a bold decision to upgrade its
information systems. The Group is in the midst of upgrading its system applications to further secure its leadership in the
industry. The ICT Division implemented top-notch technologies on rapid applications development and cloud systems to be more
agile and adaptable to changes.
Human Resources
As of 30 June 2019, OMLF is comprised of 1,087 employees – thirty (30) senior officers, 181 junior officers and 886 nonofficers. Eighty percent of the employees are assigned in its 113 countryside and Metro Manila branches. Cognizant of the
importance of its human resource, OMLF ensures that they are given ample training to equip them with pertinent knowledge and
skills. Technical or job-specific training programs, as well as behavioral courses, are conducted regularly. OMLF also sponsors
the employees’ attendance to related external training and certification programs. OMLF likewise endeavors to keep a wellmotivated workforce through adoption of employee engagement activities and periodic review of its benefits and compensation
programs. The new Human Resource Information System (HRIS) was implemented in the last quarter of 2018 that affords the
employees a seamless process in doing HR transactions.
Risks of Investing
Prospective investors should consider the current and immediate political and economic factors in the Philippines as a principal
risk for investing. Political instability and threats to local and regional currencies may also influence the operations, growth, and
profitability of the Company. Of equal importance are the investment considerations regarding the Company's operations. See
Investment Considerations.
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SUMMARY OF FINANCIAL INFORMATION
The following tables provide selected financial information of the Group which has been derived from its audited consolidated financial
statements as of and for the years ended September 30, 2018, 2017, and 2016 prepared in accordance with Philippine Financial Reporting
Standards and unaudited interim condensed financial statements of the Group as of June 30, 2019 and for the nine months ended June 30, 2019
and 2018 prepared in accordance with Philippine Accounting Standards (PAS) 34, Interim Financial Reporting.

Statements of Income
For the fiscal years ended September 30 (Audited)
(In actual PHP)
Leasing Revenues
Financing Revenues
Other Income
Total Income
General and Administrative
Expenses
Interest and Financing Charges
Total Expenses
Income before Income Tax
Provision for Income Tax
Net income

(In actual PHP)
Leasing Revenues
Financing Revenues
Services Revenues
Other Income
Total Income
General and Administrative
Expenses
Interest and Financing Charges
Total Expenses
Income before Income Tax
Provision for Income Tax
Net income

2016
1,752,488,138
2,329,663,773
385,395,265
4,467,547,176

2017
1,908,538,864
3,072,944,053
451,077,811
5,432,560,728

2018
2,041,730,432
3,973,599,696
634,561,796
6,649,891,924

2,324,626,142

2,833,476,134

3,236,372,651

654,601,804
2,979,227,946
1,488,319,230
454,647,186
1,033,672,044

854,808,002
3,688,284,136
1,744,276,592
515,907,538
1,228,369,054

1,566,717,617
4,803,090,268
1,846,801,656
546,273,602
1,300,528,054

For the nine months ended
June 30 (Unaudited)
2018
2019
1,508,642,338 1,406,469,024
2,908,421,546 3,377,585,866
114,092,142
352,994,460
4,531,156,027 5,137,049,350
358,635,620
482,326,054
4,889,791,647 5,619,375,404
2,386,241,052

2,676,620,357

1,091,937,695
3,478,178,746
1,411,612,907
415,451,451
996,161,447

1,932,168,139
4,608,788,496
1,010,586,908
260,670,962
749,915,946

Statements of Financial Position
As of June 30
(Unaudited)
2019

As of September 30 (Audited)
(In actual PHP)
ASSETS
Cash and Cash Equivalents
Due from Bangko Sentral ng
Pilipinas
Interbank Loans Receivables
Securities Purchased Under
Repurchase Agreements
Available-for-Sale Financial
Assets
Financial Assets at Fair value
Through Other
Comprehensive Income

2016

2017

2018

425,282,614

326,043,576

477,693,318

435,587,870

4,827,782,576

6,120,819,739

6,082,721,354

4,166,399,827

-

-

-

220,000,000

136,025,249

232,000,000

-

-

718,090

953,866

1,113,338

-

-

-

-

1,107,578
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As of September 30 (Audited)
(In actual PHP)
Loans and Receivables
Investments in Subsidiaries
Property and Equipment
Equipment for Lease
Right-of-Use Assets
Investment Properties
Non-current Asset Held-for-Sale
Prepaid Expenses
Other Assets
Total Assets
LIABILITIES
Bills Payable
Deposits on Lease Contracts
Accounts Payable and Other
Liabilities
Lease Liability
Income Tax Payable
Derivative Liability
Deferred Tax Liabilities
Total Liabilities
EQUITY
Capital stock
Retained earnings
Net unrealized losses on available
for-sale financial assets
Net unrealized losses on fair value
through other comprehensive
income
Cash flow hedge reserve
Remeasurement losses on
retirement plan
Equity Attributable to Parent
Company
Non-controlling Interest
Total Equity

As of June 30
(Unaudited)
2019
40,386,414,146
445,341,263
2,633,683,801

2016
25,170,732,090
374,811,712
2,341,847,098
78,781,503
49,712,785
390,464,667
33,796,158,384

2017
32,996,049,892
406,929,738
2,842,828,810
411,993,533
74,207,981
556,398,051
43,968,225,186

2018
40,759,428,560
445,957,373
2,763,027,697
418,206,035
34,000,000
98,084,502
667,300,160
51,747,532,337

24,861,949,543
1,298,513,037

33,514,045,601
1,392,792,543

39,095,496,218
1,564,079,763

36,009,718,290
1,660,895,053

1,528,788,831

1,684,557,905

2,347,815,829

2,351,084,518

275,813,629
299,533,992
28,264,599,032

359,363,825
272,212,090
37,222,971,964

317,002,222
325,275,665
43,649,669,697

222,287,004
164,209,983
822,435,769
129,102,904
41,359,733,521

2,996,424,900
2,600,763,189

3,595,709,900
3,232,181,310

4,314,851,900
3,811,611,802

6,212,079,700
2,665,481,949

(684,231)

(448,455)

(288,983)

-

-

-

-

(294,743)

-

-

(11,940,854)

(358,335,386)

(64,678,824)

(79,589,784)

(10,924,890)

(95,962,390)

5,531,825,034

6,747,852,971

8,103,308,975

(265,682)
5,531,559,352

(2,599,749)
6,745,253,222

(5,446,335)
8,097,862,640

222,642,322
444,501,495
173,698,801
654,704,713
49,784,081,816

8,422,969,130
1,379,165
8,424,348,295

Selected Financial Ratios
(In actual PHP)
Return on Average Assets (1)
Return on Average Equity (2)
Net Interest Margin on Average
Earning Assets (3)
Tier 1 Capital Adequacy Ratio (4)
Capital Adequacy Ratio (5)
Nonperforming loans Ratio (6)
Nonperforming loans
Total loans receivable

2016

As of September 30 (Audited)
2017

2018

3.38%
20.61%

3.16%
20.01%

2.72%
17.52%

2019
1.48%
9.08%

9.30%

9.07%

7.82%

4.49%

14.1%
14.9%
1.14%
310,311,990
27,187,420,050

13.1%
13.9%
1.59%
575,730,881
36,099,108,302
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As of June 30 (Unaudited)

12.9%
13.9%
1.90%
850,753,508
44,687,072,082

13.02%
13.63%
3.26%
1,455,824,751
44,653,490,913

(1)
(2)
(3)

(4)
(5)
(6)

Net income divided by average total assets for the period indicated. Average Total Assets is based on outstanding balances at the
beginning and end of the period divided by two.
Net income divided by average total equity for the period indicated. Average total equity is based on outstanding balances at the
beginning and end of the period divided by two.
Net interest income divided by average interest-earning assets for the period indicated. Average interest-earning assets are based on
outstanding balances at the beginning and end of the period divided by two. (The Group’s earning assets comprised of cash and cash
equivalents, Interbank Loans Receivable, Securities Purchased under Resale Agreement, Lease Contracts Receivable, Notes
Receivable Financed, and Equipment for Lease.)
Tier 1 capital divided by total risk weighted assets, of the Company as reported to the BSP.
Total qualifying capital divided by total risk-weighted assets, of the Company as reported to the BSP.

Nonperforming Loan (NPL) Ratio is equal to the amount of nonperforming loans divided by the total amount of loans
receivable per BSP.

Source: OMLFC
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June 2019 (Unaudited) and June 2018 (Unaudited)
Total revenue for the nine months ended June 30, 2019 was ₱5.14Bn, an increase of ₱605.89Mn or 13.37% from ₱4.53Bn
in June 2018. This was driven by the Group’s financing business segment which grew its revenue by 16.13% to ₱3.38 Bn
from ₱2.91Bn. The Group’s leasing business on the other hand declined by 6.77% from ₱1.51Bn to ₱1.41Bn.
Interest and financing charges increased to ₱1.93Bn consisting of finance charges from bank borrowings of and deposit
substitutes. The additional ₱840.23Mn in interest and financing charges was due to the increase in local interest rates
following the spike in domestic inflation during the second half of 2018
General and administrative expenses grew by 12.17% to ₱2.68Bn from ₱2.39Bn driven by the following line items:
Depreciation and Amortization which account for 37.31% of the total general and administrative expenses grew to
₱998.72Mn from ₱878.25Mn. Taxes and licenses grew by 29.84% to ₱289.41Mn from ₱222.90Mn; while provisions for
probable losses increased by 44.83% to ₱240.36Mn from ₱165.97Mn. Salaries and Wages grew by 7.21% to ₱609.51Mn
in 2019 from ₱568.52Mn in 2018 which contributed to 22.77% of total operating expenses.
As a result, the Group’s net income after tax decreased by 24.72% to ₱749.92Mn in 2019 from ₱996.16Mn in 2018.
The Group’s asset base decreased by 3.79% to ₱49.78Bn in June 2019 from ₱51.75Bn in September 2018 due to the drop
in placements with the BSP by 31.50% to ₱1.92Bn while loans and receivables decreased slightly by 0.92% or
₱373.01Mn to ₱40.39Bn from ₱40.76Bn. Loans and receivables are primarily composed of lease receivables, finance
receivables and other loans amounting to ₱41.32Bn before allowance for credit losses. Loans and receivables account for
81.12% of the Group’s total asset, followed by placements with the BSP and equipment for lease which account for
8.37% and 5.29%, respectively. Total liabilities declined by 5.25% to ₱41.36Bn from ₱43.65Bn driven by the ₱600.00Mn
decline in interbank loans payable. Bills payable, composed of bank borrowings and deposit substitutes, account for
87.06% of total liabilities. Bank borrowings for the year decreased by 8.33% to ₱27.12Bn from ₱29.59Bn while deposit
substitutes decreased by 6.53% to ₱8.89Bn from ₱9.51Bn.

September 30, 2018 (Audited) and September 30, 2017 (Audited)
Revenue for the year ended September 30, 2018 was ₱6.01Bn, an increase of ₱1.03Bn or 20.75% from ₱4.98Bn in 2017.
This was driven by the Group’s financing business segment which grew its revenue by 29.3% to ₱3.97Bn from ₱3.07Bn.
The Group’s leasing business on the other hand grew by 6.98% to ₱2.04Bn from P1.91Bn.
Interest and financing charges increased to ₱1.57Bn from ₱854.81Mn, consisting of finance charges from bank
borrowings of ₱1.09Bn and deposit substitutes of ₱458.92Mn. The additional ₱711.91Mn in interest and financing
charges was due to the increase in bills payable, particularly bank borrowings which increased to ₱29.59Bn in 2018 from
₱13.60Bn in 2017. This was partially offset by the drop in deposit substitutes to ₱9.51Bn in 2018 from ₱19.91Bn in 2017.
General and administrative expenses grew by 14.22% to ₱3.24Bn from ₱2.83Bn driven by the following line items:
Depreciation and Amortization which account for 36.53% of the total general and administrative expenses grew to
₱1.18Bn from ₱1.084Bn; Compensation and benefits grew by 21.95% to ₱746.24Mn in 2018 from ₱611.90Mn in 2017;
Taxes and licenses grew by 31.0% to ₱312.06Mn from ₱238.18Mn; while provisions for credit impairment declined by
3.88% to ₱225.02Mn from ₱234.12M. The aforementioned general and administrative expenses contribute to 76.18% of
total general and administrative expenses.
As a result, the Group’s net income after tax increased by 5.87% to ₱1.30Bn in 2018 from ₱1.23Bn in 2017.
The Group’s asset base grew by 17.63% to ₱51.74Bn in 2018 from ₱43.97Bn in 2017 due to an increase in loans and
receivables which grew by 23.53% to ₱40.76Bn from ₱32.99Bn. Loans and receivables are primarily composed of
commercial loans and auto loans and other loans amounting to ₱34.50Bn before allowance for credit losses. Loans and
receivables account for 78.77% of the Group’s total asset, followed by placements with the BSP and equipment for lease
which account for 11.75% and 5.34% of total assets, respectively. Total liabilities grew by 17.27% to ₱43.65Bn from
₱37.22Bn driven by the 16.65% increase in bills payable to ₱39.09Bn from ₱33.51Bn. Bills payable, composed of bank
borrowings and deposit substitutes, account for 89.57% of total liabilities. Bank borrowings for the year increased by
117.55% to ₱29.59Bn from ₱13.60Bn while deposit substitutes decreased by 52.26% to ₱9.51Bn from ₱19.91Bn
Changes in Stockholders’ equity by 20.05% include the issuance of the stock dividends in 2018 which increased capital
stock to ₱4.31Bn from ₱3.60Bn while the remaining ₱579.43Mn was plowed back into retained earnings.

September 30, 2017 (Audited) and September 30, 2016 (Audited)
Revenue for the year ended September 30, 2017 was ₱4.98Bn, an increase of ₱899.33Mn or 22.03% from ₱4.08Bn in
2016. This was driven by the Group’s financing business segment which grew its revenue by 31.91% to ₱3.07Bn from
₱2.33Bn. The Group’s leasing business on the other hand grew by 8.90% to ₱1.91Bn from ₱1.75Bn.
13

Interest and financing charges increased to ₱854.81Mn from ₱654.60Mn, consisting of finance charges from bank
borrowings of ₱512.22Mn and deposit substitutes of ₱342.59Mn. The additional ₱200.20Mn in interest and financing
charges was due to the increase in bills payable, particularly bank borrowings which increased to ₱13.60Bn in 2017 from
₱6.11Bn in 2016. Deposit substitutes increased to ₱19.91Bn in 2017 from ₱18.76Bn in 2016.
General and administrative expenses grew by 21.89% to ₱2.83Bn from ₱2.32Bn driven by the following line items:
Depreciation and Amortization which account for 38.26% of the total general and administrative expenses grew to
₱1.08Bn from ₱982.54Mn; Compensation and benefits grew by 26.40% to ₱611.90Mn in 2017 from ₱484.08Mn in 2016;
Taxes and licenses grew by 14.53% to ₱238.18Mn from ₱207.96Mn; while provisions for credit impairment increased by
127.44% to ₱234.12Mn from ₱102.94M. The aforementioned general and administrative expenses contribute to 76.52%
of total general and administrative expenses.
As a result, the Group’s net income after tax increased by 18.84% to ₱1.23Bn in 2017 from ₱1.03Bn in 2016.
The Group’s asset base grew by 30.10% to ₱43.97Bn in 2017 from ₱33.80Bn in 2016 due to an increase in loans and
receivables which grew by 31.09% to ₱32.99Bn from ₱25.17Bn.
Loans and receivables are primarily composed of commercial loans and auto loans and other loans amounting to
₱27.59Bn before allowance for credit losses. Loans and receivables account for 75.05% of the Group’s total asset,
followed by placements with the BSP and equipment for lease which account for 13.92% and 6.47% of total assets,
respectively. Total liabilities grew by 31.69% to ₱37.22Bn from ₱28.26Bn driven by the 34.80% increase in bills payable
to ₱33.51Bn from ₱24.86Bn.
Bills payable, composed of bank borrowings and deposit substitutes, account for 90.04% of total liabilities. Bank
borrowings for the year increased by 122.74% to ₱13.60Bn in 2017 from ₱6.11Bn in 2016. Deposit substitutes increased
by 6.17% to ₱19.91Bn in 2017 from ₱18.76Bn in 2016.
Changes in Stockholders’ equity by 21.98% include the issuance of the stock dividends in 2017 which increased capital
stock to ₱3.59Bn from ₱3.00Bn while the remaining ₱631.42Mn was plowed back into retained earnings.
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FORM OF PRICING SUPPLEMENT
Form of Pricing Supplement

PRICING SUPPLEMENT DATED [●]
OFFER OF [] TRANCHE BONDS
BY ORIX METRO LEASING AND FINANCE CORPORATION
OF UP TO PHP[]
Under its PHP10 Billion Bond Programme
This document constitutes the Pricing Supplement relating to [●] Tranche Bonds being offered and described herein (the
“Offer”). Terms used herein shall be deemed to be defined as such for the purposes of the terms and conditions (the “General
Terms and Conditions”) set forth in the Trust Indenture and the Offering Circular dated [●] 2019 (the “Offering Circular”). This
Pricing Supplement contains the final terms of this Offer and the [●] Tranche Bonds and must be read in conjunction with the
Offering Circular. Full information on the Company and the Offer is contained in the Offering Circular and in this Pricing
Supplement. All information contained in the Offering Circular are deemed incorporated by reference in this Pricing Supplement.
Issuer

ORIX METRO Leasing and Finance Corporation (the
“Company”)

Issue

Bonds constituting the direct, unconditional, unsecured and
unsubordinated obligations of the Company

Issuer Rating

[●]
from
Philippine
(“PhilRatings”)

Specified Currency or
Currencies

Philippine Peso

The Offer Size

[₱]

Issue Price

At par (or 100% of face value)

Form and Denomination of the
Bonds

The [●] Tranche Bonds shall be issued in scripless form in
minimum denominations of [₱] each, and in multiples of [₱]
thereafter, and traded in denominations of [₱] in the secondary
market

Offer Period

The offer of the Bonds shall commence at 10:00 am on [●] and
end at 5:00 pm on [●], or such other date as may be determined
by the Company and the Arranger(s)

Issue Date

[●]

Interest
Interest Commencement Date

[●]
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Rating

Services

Corporation

Interest Payment Date (s)

[●], [●], [●] and [●] of each year

Interest Rate

[●]% per annum

Target Spread

[●]

Day Count Fraction

30/360 day count basis

Maturity Date

[●]

Rating

Unrated

Payment Account Name

[●]

Listing

The [●] Tranche Bonds will be listed at the Philippine Dealing
& Exchange Corp.

Governing Law

Philippine Law

PROVISIONS RELATING TO REDEMPTION
Issuer Redemption Option

[]

Final Redemption Amount

[]

Early Redemption Date

[]

Early Redemption Amount

[]

PARTIES
Trustee

Development Bank of the Philippines – Trust Banking Group

Registrar & Paying Agent

Philippine Depository & Trust Corp.

Arrangers

[]

Selling Agents

[]

Market Maker

[]
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ADDITIONAL INFORMATION
Amendment or Supplement to the Offering Circular
[Changes or updates to the Offering Circular]
The Company confirms the information contained i n this Pricing Supplement and accepts responsibility therefor.
ORIX METRO LEASING AND FINANCE CORPORATION
Issuer and Selling Agent
By:

Name:

Position:
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INVESTMENT CONSIDERATIONS
An investment in the Bonds involves a number of investment considerations. You should carefully consider all the information
contained in this Offering Circular including the investment considerations described below, before any decision is made to invest
in the Bonds. The Company's business, financial condition and results of operations could be adversely affected materially by any
of these investment considerations. The market price of the Bonds could decline due to any one of these risks, and all or part of an
investment in the Bonds could be lost.
Considerations Relating to the Philippines
Volatility in the value of the Peso against the U.S. dollar and other currencies as well as in the global financial and capital
markets could adversely affect the Company’s businesses.
The Philippine economy has experienced volatility in the value of the Peso and also limitations to the availability of foreign
exchange. In July 1997, the BSP announced that the Peso can be traded and valued freely on the market. As a result, the value of
the Peso underwent significant fluctuations between July 1997 and December 2004 and the Peso declined from approximately
₱29.00 to U.S.$1.00 in July 1997 to ₱56.18 to U.S.$1.00 by December 2004.
While the value of the Peso has recovered since 2010, its valuation may be adversely affected by certain events and circumstances
such as the strengthening of the U.S. economy, the rise of the interest rates in the U.S. and other events affecting the global
markets or the Philippines, causing investors to move their investment portfolios from perceived riskier emerging markets such as
the Philippines. Consequently, an outflow of funds and capital from the Philippines may occur and may result in increasing
volatility in the value of the Peso against the U.S. Dollar and other currencies. As of 31 December 2018, according to BSP data,
the Peso has depreciated to ₱52.72 per US$1.00 from ₱49.81 per U.S.$1.00 at the end of 2016. As of 30 June 2019, the Peso was
at ₱51.24 against the U.S. dollar, per the Bankers Association of the Philippines’ rate.
Substantially all of the Company’s operations and assets are based in the Philippines and, therefore, a slowdown in
economic growth in the Philippines could materially and adversely affect the Company’s business, financial position and
results of operations.
Substantially all of the Group’s business activities and assets are based in the Philippines, which exposes the Group to risks
associated with the country, including the performance of the Philippine economy. Historically, the Group has derived
substantially all of its revenues and operating profits from the Philippines and, as such, their businesses are highly dependent on
the state of the Philippine economy. Demand for banking services, residential real estate, automotives, electricity and insurance
are all directly related to the strength of the Philippine economy (including its overall growth and income levels), the overall levels
of business activity in the Philippines as well as the amount of remittances received from OFWs and overseas Filipinos. Factors
that may adversely affect the Philippine economy include:
•

decreases in business, industrial, manufacturing or financial activities in the Philippines, the Southeast Asian region or
globally;

•

scarcity of credit or other financing, resulting in lower demand for products and services provided by companies in the
Philippines, the Southeast Asian region or globally;

•

exchange rate fluctuations and foreign exchange controls;

•

rising inflation or increases in interest rates;

•

levels of employment, consumer confidence and income;

•

changes in the Government’s fiscal and regulatory policies;

•

Government budget deficits

•

adverse trends in the current accounts and balance of payments of the Philippine economy;

•

re-emergence of Middle East Respiratory Syndrome-Corona virus (MERS-CoV), SARS, avian influenza (commonly
known as bird flu), or H1N1, or the emergence of another similar disease (such as Zika) in the Philippines or in other
countries in Southeast Asia;

•

natural disasters, including but not limited to tsunamis, typhoons, earthquakes, fires, floods and similar events;

•

political instability, terrorism or military conflict in the Philippines, other countries in the region or globally; and
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•

other regulatory, social, political or economic developments in or affecting the Philippines.

There can be no assurance that the Philippines will maintain strong economic fundamentals in the future. Changes in the
conditions of the Philippine economy could materially and adversely affect the Company’s business, financial condition and
results of operations.
Political instability in the Philippines could destabilize the country and may have a negative effect on the Company’s
businesses.
The Philippines has from time to time experienced severe political and social instability. The Philippine Constitution provides
that, in times of national emergency, when the public interest so requires, the Government may take over and direct the operation
of any privately-owned public utility or business. In the last few years, there were instances of political instability, including
public and military protests arising from alleged misconduct by the previous administration.
On 27 March 2014, the Government and the Moro Islamic Liberation Front (MILF) signed a peace agreement, the Comprehensive
Agreement on Bangsamoro. On 10 September 2014, the draft of the Bangsamoro Basic Law (BBL) was submitted by former
President Aquino to Congress. The BBL is a draft law intended to establish the Bangsamoro political entity in the Philippines and
provide for its basic structure of government, which will replace the existing Autonomous Region in Muslim Mindanao.
Following the Mamasapano incident where high-profile terrorists clashed with armed members of the Bangsamoro Islamic
Freedom Fighters and MILF leading to the deaths of members of the Special Action Force (SAF) of the Philippine National
Police, MILF, the Bangsamoro Islamic Freedom Fighters, and several civilians, the Congress stalled deliberations on the BBL.
The Board of Inquiry on the Mamasapano incident and the Senate released their reports on the Mamasapano incident. On 27
March 2015, former President Aquino named a Peace Council consisting of five original members to study the draft BBL. 17 coconvenors were later named as part of the Peace Council. The Council examined the draft law and its constitutionality and social
impact. The Council Members testified before the House of Representatives and the Senate, and submitted their report, which
endorses the draft BBL but with some proposed amendments. On 13 and 14 May 2015, the Senate conducted public hearings on
the BBL in Zamboanga and Jolo, Sulu, with the Zamboanga City government and sultanate of Sulu opposing their inclusion in the
proposed Bangsamoro entity. On 6 June 2017, the Bangsamoro Transition Commission approved the final draft of the BBL. The
final draft was submitted to President Rodrigo Duterte in the presence of Congress on 17 July 2017. On 20 September 2017,
President Duterte gave verbal commitments to certify as urgent the BBL in order to facilitate the immediate passage of the bill. On
30 May 2018 and 31 May 2018, the House of Representatives and the Senate, respectively, approved their final version of the bill.
Representatives from the two chambers of Congress met for the bicameral conference committee during recess to iron out
differences in their versions of the BBL in meetings from 9 July to 13 July 2018. On 27 July 2018, President Duterte signed
Republic Act No. 11054, approving the BBL, which was renamed the “Bangsamoro Organic Law” (“BOL”).
The Philippine Presidential elections were held on 9 May 2016 and on 30 June 2016 President Rodrigo Duterte assumed the
presidency with a mandate to advance his “Ten-Point Socio-Economic Agenda” focusing on policy continuity, tax reform,
infrastructure spending and countryside development, among others. The Duterte government has initiated efforts to build peace
with communist rebels and other separatists through continuing talks with these groups. The shift to the federal-parliamentary
form of government is likewise targeted to be achieved in two years. In November 2017, however, the Government terminated
peace talks with the communist rebels when President Duterte issued Proclamation No. 360, which declared the formal
termination of peace negotiations with the National Democratic Front-Communist Party of the Philippines-New People’s Army.
President Duterte cites that the communist rebels failed to show sincerity and commitment in pursuing genuine and meaningful
peace negotiations as they continued to engage in acts of violence and hostilities during the negotiations. On the other hand, in
July 2018, the BOL, which provides for the establishment of the Bangsamoro Autonomous Region in Muslim Mindanao
(BARMM) in the Philippines’ southern island of Mindanao, was passed. The BOL is the result of decades-long peace negotiations
between Muslim rebel groups (primarily the MILF) and the Government and grants, among others, greater fiscal autonomy and
incentives to Muslim Mindanao. It is expected that the signing of the BOL and the creation of the BARMM will end rebellion in
Mindanao as part of the deal for its signing was the decommissioning of MILF troops and the creation in its stead of a political
party which will be involved in the governance of the BAR.
Since assuming his post, President Duterte has waged a supposed all-out war against illegal drugs. Led by the Philippine National
Police, the Government has continued to extensively pursue thousands of drug suspects all over the country. As at 31 January
2017, police data show that there have been 43,593 police operations conducted; 53,025 drug personalities arrested; 7,069,095
houses visited; and a total of 1,179,462 suspects have surrendered. The drug war, however, has been heavily criticized, both
domestically and internationally, for having resulted in a spate of killings. It was reported that at least 4,729 suspects have been
killed in police anti-drug operations as of May 2018. Human rights organizations, however, estimate the actual number to be
approximately 20,000. Philippine National Police documents also reveal that since the drug war started on 1 July 2016 and up to
11 June 2018, there have been 23,518 Homicide Cases Under Investigation (HCUI) recorded, which is equivalent to an average of
33 killings per day. Church leaders and many civil society organizations have called for3 an end to the drug war but the extensive
police drug operations continue to this date.
On 29 June 2016, son of former dictator Ferdinand E. Marcos and defeated vice-presidential candidate Ferdinand Marcos, Jr.,
filed an election protest against the election of Vice President Leni Robredo. The recount of ballots for the electoral protest began
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on 19 March 2018 and it is uncertain when the results of such recount will come out. Notably, however, President Duterte has
publicly stated that if Marcos wins his election case against Robredo, he will likely step down as President to pave the way for a
Marcos Presidency.
The shift to the federal-parliamentary form of government, which was originally targeted to be achieved in two years, is
progressing. President Duterte recently created the Consultative Committee (Con-Com) to draft the proposed federal charter. On 9
July 2018, the Con-Com formally turned over its draft federal charter to President Duterte. Under the draft federal charter, the
Philippines will be divided into 18 autonomous federal regions which are given more power for self- governance than under the
present Philippine Constitution. The federal regions are said to be granted greater powers over socioeconomic planning, land use,
financial administration and management. The central government will retain powers over national security and defense,
international relations and diplomacy, customs and tariff, federal crimes and implementation of the criminal justice system. In
addition to this, the draft federal charter increases the number of Philippine senators from 24 to 36 and Congressmen from 297 to
400. Recently, however, several concerns were raised regarding the financial viability of the proposed shift to federalism.
In March 2018, following President Duterte’s highly publicized calls for then Chief Justice Maria Lourdes Sereno’s ouster, the
Committee on Justice of the Philippines House of Representatives approved six articles of impeachment against Sereno on the
basis of a complaint filed by a known Duterte ally. In an unprecedented move, however, on 11 May 2018, the Supreme Court of
the Philippines en banc voted 8-6 and ousted Chief Justice Maria Lourdes Sereno via a quo warranto petition on the basis of an
allegedly invalid appointment. The ouster was labelled as political persecution and was heavily marred by controversy as it was
not coursed through the constitutional process of impeachment. Following the removal of Chief Justice Sereno, Teresita
Lenonardo de Castro was appointed as Chief Justice but had retired on 10 October 2018. The Judicial and Bar Council has opened
the nominations for the new Chief Justice who will be appointed by the President.
The Philippine legislative and local elections were held last May 2019. The senators elected in the 2019 elections will join the
senators elected in the 2016 elections.
There can be no assurance that the current administration will continue to implement social and economic policies favored by the
previous administration. Major deviation from the policies of the previous administration or fundamental change of direction,
including with respect to Philippine foreign policy, may lead to an increase in political or social uncertainty and instability. The
President’s unorthodox and radical methods may also raise risks of social and political unrest. Any potential instability could have
an adverse effect on the Philippine economy, which may impact the Company’s businesses, prospects, financial condition and
results of operations.
Acts of terrorism could destabilize the country and could have a material adverse effect on the Company’s business,
financial position and results of operations.
The Philippines has been subject to a number of terrorist attacks since 2000. In recent years, the Philippine army has also been in
conflict with the Abu Sayyaf organization, which has ties to the al-Qaeda terrorist network, and has been identified as being
responsible for certain kidnapping incidents and other terrorist activities particularly in the southern part of the Philippines. In
September 2015, Canadians John Ridsdel and Robert Hall, Norwegian Kjartan Sekkingstad and Filipina Marites Flor were
kidnapped from a tourist resort on Samal Island in southern Philippines by the Abu Sayyaf which demanded ransom for the
hostages’ release. Hall and Ridsdel were later beheaded on separate occasions in April and June 2016, respectively, after the
ransom demands were not allegedly met. After almost a year in captivity, Sekkingstad and Flor were subsequently released. In
September 2016, the Abu Sayaff abducted Jurgen Gustav Kantner and killed his wife while the couple were sailing off the waters
of the southern Philippines. Kantner was beheaded in February 2017, after ransom demands were not allegedly met. An increase
in the frequency, severity or geographic reach of these terrorist acts could destabilize the Philippines, and adversely affect the
country’s economy.
Moreover, isolated bombings have taken place in the Philippines in recent years, mainly in cities in regions in the southern part of
the Philippines, such as the province of Maguindanao. Although no one has claimed responsibility for these attacks, it is believed
that the attacks are the work of various separatist groups, possibly including the Abu Sayyaf organisation. An increase in the
frequency, severity or geographic reach of these terrorist acts could destabilize the Philippines, and adversely affect the country’s
economy.
The Government of the Philippines and the Armed Forces of the Philippines have clashed with members of several separatist
groups seeking greater autonomy, including the MILF, the Moro National Liberation Front and the New People’s Army.
In January 2015, a clash took place in Mamasapano in Maguindanao province between the SAF of the Philippine National Police
and the Bangsamoro Islamic Freedom Fighters (BIFF) and the MILF, which led to the deaths of 44 members of SAF, 18 from the
MILF, five from the BIFF, and several civilians, including Zulkifli Abdhir, a Malaysian national included in the US Federal
Bureau of Investigation’s most wanted terrorists.
On 2 September 2016, a bombing that killed 15 and injured 71 took place in Davao City, Mindanao. It is believed that the Abu
Sayyaf organisation and/or their allies are responsible for the bombing.
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On 23 May 2017, the Government declared martial law throughout Mindanao after extremist militants assaulted and occupied
portions of the City of Marawi. In a special joint session convened on 22 July 2017, both Houses of Congress voted to grant the
request of President Duterte to extend martial law in Mindanao until the end of 2017, as the rebellion could not be completely
quashed over the initial 60-day period of martial law. On 13 December 2017, the Philippine Congress voted to extend martial law
in Mindanao until the end of 2018. This second extension was affirmed by the Philippine Supreme Court in February 2018. With
this extension and the suspension of the privilege of the writ of habeas corpus, the military can arrest persons suspected of
rebellion without a warrant of arrest and can detain them for up to three days. Some sectors, however, are wary of the prolonged
extension of the martial law, citing its negative impact on business, tourism, the country’s image and investor confidence.
Similar attacks or conflicts between the Government and armed or terrorist groups could lead to further injuries or deaths of
civilians and police or military personnel, which could destabilize parts of the country and adversely affect the country’s
economy. Any such destabilization could cause interruption to parts of the Company’s businesses and materially and adversely
affect the Company’s financial conditions, results of operations and prospects.
Unresolved international disputes with neighbouring countries may cause disruption and destabilization in the Philippines.
The Philippines, China and several Southeast Asian nations have been engaged in a series of long-standing territorial disputes over
certain islands in the West Philippine Sea, also known as the South China Sea. The Philippines maintains that its claim over the
disputed territories is supported by recognized principles of international law consistent with the United Nations Convention on
the Law of the Sea (UNCLOS). The Philippines made several efforts during the course of 2011 and 2012 to establish a framework
for resolving these disputes, calling for multilateral talks to delineate territorial rights and establish a framework for resolving
disputes.
Despite efforts to reach a compromise, a dispute arose between the Philippines and China over a group of small islands and reefs
known as the Scarborough Shoal. In April and May 2012, the Philippines and China accused each other of deploying vessels to
the shoal in an attempt to take control of the area, and both sides unilaterally imposed fishing bans at the shoal later that year.
These actions threatened to disrupt trade and other ties between the two countries, including a temporary ban by China on
Philippine banana imports, as well as a temporary suspension of tours to the Philippines by Chinese travel agencies. Since July
2012, Chinese vessels have reportedly turned away Philippine fishing boats attempting to enter the shoal, and the Philippines has
continued to protest China’s presence there. In January 2013, the Philippines sent notice to the Chinese embassy in Manila that it
intended to seek international arbitration to resolve the dispute under UNCLOS. China has rejected and returned the notice sent by
the Philippines to initial arbitral proceedings.
On 9 May 2013, a Philippine Coast Guard ship opened fire on a Taiwanese fisherman’s vessel in a disputed exclusive economic
zone between Taiwan and the Philippines, killing a 65-year old Taiwanese fisherman. Although the Philippine government
maintained that the loss of life was unintended, Taiwan imposed economic sanctions on the Philippines in the aftermath of the
incident. Taiwan eventually lifted the sanctions in August 2013 after a formal apology was issued by the Government of the
Philippines.
In September 2013, the Permanent Court of Arbitration in The Hague, Netherlands issued rules of procedure and initial timetable
for the arbitration in which it will act as a registry of the proceedings. Should these territorial disputes continue or escalate further,
the Philippines and its economy may be disrupted and the operations of the Company could be adversely affected as a result. I n
particular, further disputes between the Philippines and China may lead both countries to impose trade restrictions on the other’s
imports. On 12 July 2016, the five-member Arbitral Tribunal at the Permanent Court of Arbitration in The Hague, Netherlands,
unanimously ruled in favor of the Philippines on the maritime dispute over the West Philippine Sea. The Tribunal’s landmark
decision contained several rulings, foremost of which invalidated China’s “nine- dash line”, or China’s alleged historical boundary
covering about 85% of the South China Sea, including 80% of the Philippines Exclusive Economic Zone (EEZ) in the West
Philippine Sea. China rejected the ruling, saying that it did not participate in the proceedings for the reason that the court had no
jurisdiction over the case. Any such impact from these disputes could adversely affect the Philippine economy, and materially and
adversely affect the Company’s business, financial position and financial performance.
Should territorial disputes between the Philippines and other countries in the region continue or escalate further, the Philippines
and its economy may be disrupted and the Company’s operations could be adversely affected as a result. In particular, further
disputes between the Philippines and other countries may lead to reciprocal trade restrictions on the other’s imports or suspension
of visa-free access and/or overseas Filipinos permits. Any impact from these disputes in countries in which the Company has
operations could materially and adversely affect the Company’s business, financial condition and results of operations.
The sovereign credit ratings of the Philippines may adversely affect the Company’s business.
The sovereign credit ratings of the Philippines directly affect companies, resident and domiciled in the Philippines as international
credit rating agencies issue credit ratings by reference to that of the sovereign. In 2013, the Philippines earned investment grade
status from all three major credit ratings agencies — Fitch (BBB-), Standard and Poor’s (BBB-) and Moody’s (Baa3). In 2014,
S&P and Moody’s upgraded their ratings to “BBB” and “Baa2” in May and December, respectively, with both agencies affirming
21

these ratings in 2017. Fitch also upgraded the Philippines’ long-term foreign currency issuer default rating from “BBB-” to “BBB”
in December 2017. S&P further upgraded Philippine credit rating on April this year from “BBB” to “BBB+” with a “stable”
outlook which is a notch away from “A” territory rating. All ratings are above investment grade and the highest that the country
has received so far from any credit ratings agency.
International credit rating agencies issue credit ratings for companies with reference to the country in which they are resident. As a
result, the sovereign credit ratings of the Philippines directly affect companies that are resident in the Philippines, such as the
Company. There is no assurance that Fitch, Moody’s, S&P or other international credit rating agencies will not downgrade the
credit rating of the Philippines in the future. Any such downgrade could have a material adverse effect on liquidity in the
Philippine financial markets and the ability of the Philippine government and Philippine companies, including the Company, to
raise additional financing, and will increase borrowing and other costs.
An increase in interest rates could decrease the value of the Company’s interest-earning assets and raise the Company’s
funding costs.
The Company realizes income from the margin between income earned on its interest-earning assets and interest paid on its
interest-bearing liabilities. As some of its assets and liabilities are re-priced at different times, the Group is vulnerable to
fluctuations in market interest rates and any changes in the liquidity position of the Philippine market. As a result, volatility in
interest rates could have a material adverse effect on the Group’s financial position, liquidity and results of operations.
A sustained increase in interest rates will also raise the Group’s funding costs without a proportionate increase in loan demand (if
at all). Rising interest rates will therefore require the Company to re-balance its assets and liabilities in order to minimize the risk
of potential mismatches and maintain its profitability. In addition, rising interest rate levels may adversely affect the economy in
the Philippines and the financial position and repayment ability of its corporate and retail borrowers, including holders of credit
cards, which in turn may lead to a deterioration of the Company’s credit portfolio in addition to lower levels of liquidity in the
system which may lead to an increase in the cost of funding.
However, this year, BSP cuts interest rate and RRR. BSP has officially cut the policy rate by 25 bps to 4% in its Monetary Board
meeting last September 26. Subsequently, it also announced a 1% cut on the Reserve Requirement freeing up additional liquidity
to take effect in the market by November 2019. Said reduction in the policy rate was driven by the easing of consumer prices in
recent month (i.e. August inflation rate went down to 1.7%, the lowest in almost three years). The Monetary Board continues to
see inflation to remain benign which will give room for a further reduction in the policy rate to support economic growth and
reinforce market confidence.
Uncertainties and instability in global market conditions could adversely affect the Company’s business, financial
condition, and results of operations.
Global markets have experienced, and may continue to experience, significant dislocation and turbulence due to economic and
political instability in several areas of the world. These ongoing global economic conditions have led to significant volatility in
capital markets around the world, including Asia, and further volatility could significantly impact investor risk appetite and capital
flows into emerging markets including the Philippines, as well as the price of the Common Shares.
In 2015, the effect of the devaluation of the Renminbi by the PRC, coupled with the slowing of economic growth in various
regions around the world, has had an impact on the prospective economic growth in the global financial markets and downward
pressure on equity prices. Moreover, the continued appreciation of the U.S. dollar relative to a number of emerging economy
currencies (including the Peso) in 2016 resulted in capital outflows from these economies. Meanwhile, the three-year bailout
granted by the Eurozone leaders in August 2015 provides Greece a temporary relief from its liquidity pressure, but concerns
remain on whether the Greek government will be successful in implementing the proposed austerity measures and necessary
economic reforms to satisfy the conditions of the bailout and its creditors.
Further, economic conditions in some Eurozone sovereign states could possibly lead to these member states re-negotiating or
restructuring their existing debt obligations, which may lead to a material change in the current political and/or economic
framework of the European Monetary Union. One potential change that may result from the crisis is an end to the single- currency
system that prevails across much of Europe, with some or all European member states reverting to currency forms used prior to
adoption of the euro. The crisis could also lead to the restructuring or breakup of other political and monetary institutions within
the European Union. The risk may have been exacerbated by the referendum on membership of the European Union, held in the
UK on 23 June 2016, where the UK public voted by a majority in favor of the British government taking the necessary action for
the UK to leave the European Union. If the UK or certain states within the Eurozone were to exit the European Union, or
following the occurrence of such other reform as contemplated herein, such countries may not be able to meet their existing debt
obligations or may default on these obligations, which could have a ripple effect across sovereign states and the private sector in
Europe and the rest of the world and possibly lead to a global economic crisis. Any changes to the euro currency could also cause
substantial currency readjustments across Europe and other parts of the world, further exacerbating the credit crisis. These events
and uncertainties could adversely impact the Company’s business, financial condition and results of operations.

22

The broad ramifications of “Brexit” to the UK, the EU and the global economy have yet to unravel, casting uncertainty to global
prospects and possible volatility in financial markets. In addition, the uneven and divergent conditions across major economies
and the resulting desynchronization in policy environment persist, with the US continuing to show firmer signs of economic
growth and possible monetary tightening in the horizon, while Japan and the Eurozone require more economic stimulus and
unconventional monetary measures (e.g., negative interest rates) to revive their economies. Likewise putting a downside risk to
the global outlook are the protracted economic slowdown in China, the ongoing geopolitical crises that include among others,
Syrian civil war and terrorist acts committed by ISIS.
This year, the global economy growth is at risk due to recent events such as the global trade tensions resulting from US trade
policies, the United Kingdom’s exit from the European Union, and slowdown in China’s economic growth. Global capital and
equity markets also remain volatile due to these factors.
There can be no assurance that the uncertainties affecting global markets will not negatively impact credit markets in Asia,
including in the Philippines. The success of the Company’s quasi-banking business is highly dependent upon its ability to
maintain certain minimum liquidity levels, and any rise in market interest rates could materially and adversely affect the
Company’s liquidity levels and force it to reduce or cease its offering of certain banking and other financial services. These
developments may adversely affect trade volumes with potentially negative effects on the Philippines.
Corporate governance and disclosure standards in the Philippines may differ from those in more developed countries.
Although a principal objective of Philippine securities laws and the Philippine Stock Exchange’s (PSE) listing rules is to promote
full and fair disclosure of material corporate information, there may be less publicly available information about Philippine public
companies, such as the Company, than is regularly made available by public companies in the U.S. and other countries. As a
result, Holders may not have access to the same amount of information or have access to information in as timely of a manner as
may be the case for companies listed in the U.S. and many other jurisdictions. Furthermore, although the Company complies with
the requirements of the Philippine Securities and Exchange Commission (Philippine SEC) with respect to corporate governance
standards, these standards may differ from those applicable in other jurisdictions. For example, the Securities Regulation Code of
the Philippines (Republic Act No. 8799) (the SRC) requires the Company to have at least two independent Directors or such
number of independent Directors as is equal to 20.0% of the Board, whichever is the lower number. The Company currently has
three independent Directors. Many other jurisdictions may require more independent directors.
Furthermore, corporate governance standards may be different for public companies listed on the Philippine securities markets
than for securities markets in developed countries. Rules and policies against self-dealing and regarding the preservation of Holder
interests may be less well-defined and enforced in the Philippines than elsewhere, putting Holders at a potential disadvantage.
Because of this, the directors of Philippine companies may be more likely to have interests that conflict with the interests of
Holders generally, which may result in them taking actions that are contrary to the interests of Holders.
Natural or other catastrophes, including severe weather conditions, may adversely affect the Company’s business
materially disrupt the Company’s operations and result in losses not covered by its insurance.
The Philippines has experienced a number of major natural catastrophes over the years, including typhoons, droughts, volcanic
eruptions and earthquakes. There can be no assurance that the occurrence of such natural catastrophes will not materially disrupt
the Company’s operations. These factors, which are not within the Company’s control, could potentially have significant effects
on the Company’s branches and operations. While the Company carries insurance for certain catastrophic events, of types, in
amounts and with deductibles that the Company believes are in line with general industry practices in the Philippines, there are
losses for which the Company cannot obtain insurance at a reasonable cost or at all. The Company also does not carry any
business interruption insurance. Should an uninsured loss or a loss in excess of insured limits occur, the Company could lose all or
a portion of the capital invested in such business, as well as the anticipated future turnover, while remaining liable for any costs or
other financial obligations related to the business. Any material uninsured loss could materially and adversely affect the
Company’s business, financial condition and results of operations.
Considerations Relating to the Financing And Leasing Industry
Changes in government regulations especially on provisions governing financing companies and quasi-banks.
The Company is regulated by the Securities and Exchange Commission (SEC) as a financing company and the Bangko
Sentral ng Pilipinas (BSP) due to its function as a quasi-bank. The Company must therefore adhere to specific provisions
governing their operations. Any changes in these regulations may affect the business of the company.
On January 15, 2013, BSP issued Circular No. 781 for the implementing guidelines on the revised risk-based capital adequacy
framework particularly on the minimum capital and disclosure requirements for the Philippine banking system in accordance with
the Basel III standards. These guidelines apply to all Universal Banks (UBs) and Commercial Banks (KBs), as well as their
subsidiary banks and quasi-banks (QBs). The risk-based capital ratio of a bank, expressed as a percentage of a qualifying capital
to risk weighted assets, shall not be less than ten percent (10%) for both solo basis (head office plus branches) and consolidated
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basis (parent bank plus subsidiary financial allied undertakings, but excluding insurance companies). Whenever the capital
accounts of a bank are deficient with respect to the prescribed risk-based CAR of 10%, the Monetary Board of the BSP (the
Monetary Board) may impose monetary and non-monetary sanctions on the chief executive officer and/or the board of directors of
the bank for non- reporting violations and may limit or prohibit the distribution of the net profits and require that part or all of the
net profits be used to increase the capital accounts until the minimum requirement is met. The Monetary Board may also restrict or
prohibit the making of new investments of any sort by the bank, except for purchases of readily marketable evidences of
indebtedness issued by the government and the BSP until the minimum CAR is restored.
Other minimum capital ratios include Common Equity Tier 1 and Tier 1 capital ratios of 6.00% and 7.50%, respectively. A capital
conservation buffer of 2.50%, comprised of CET1 capital, shall likewise be imposed. This circular became effective beginning on
January 1, 2014.
The Company has taken into consideration the impact of this new circular to ensure compliance with the regulatory requirements
and capital ratios.
There is also ongoing discussion in the Philippine Congress for further changes in the tax laws governing financial instruments.
The Company continues to monitor the potential impact that these changes may have on its operations.
Any future changes in PFRS may affect the financial reporting of the Company’s business.
Effective 1 January 2019, PFRS 16, leases replaces the accounting requirements for leases under the old Standard (PAS 17,
Leases). Lessees will no longer classify their leases as either operating or finance leases in accordance with PAS 17, Leases.
Rather, lessees will apply the single-asset model. Under this model, lessees will recognize the assets and related liabilities for most
leases on their balance sheets, and subsequently, will depreciate the lease assets and recognize interest on the lease liabilities in
their profit or loss. Leases with a term of 12 months or less or for which the underlying asset is of low value are exempted from
these requirements. The accounting by lessors is substantially unchanged as the new standard carries forward the principles of
lessor accounting under PAS 17. Lessors, however, will be required to disclose more information in their financial statements,
particularly on the risk exposure to residual value. When adopting PFRS 16, an entity is permitted to use either a full retrospective
or a modified retrospective approach, with options to use certain transition reliefs. The Company early adopted PFRS 16 effective
October 1, 2018.
The Company believes that other amendments and improvements to PFRS issued effective 1 January 2019 and onwards will not
have material impact on the Company’s future financial statements.
Competition among financing and leasing companies
The Company is subject to significant level of competition from financing and leasing corporations especially those that are
subsidiaries of universal or commercial banks. Factors affecting competition include branch network, interest rate pricing, and
client turnover to name a few. Increased competition may make it difficult for the Company to continue to increase the size of its
loan portfolio as well as cause increased pricing competition, which could have a material adverse effect on its growth plans,
margins, results of operations and financial condition.
In order to remain competitive, the Company endeavors to continue to expand its branch network, particularly in the countryside.
This expansion which has been ongoing for the past few years, will further strengthen the Company’s coverage of the small and
medium-sized enterprises (SMEs) in the rural areas. Also, the Company plans to continually upgrade its technology infrastructure
and improve its processes in order to better serve its clients.
Considerations Relating to the Bonds
The Bonds may not be a suitable investment for all investors.
Each potential investor in the Bonds must determine the suitability of that investment in light of its own circumstances.
In particular, each potential investor should:
 have sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the merits and risks of investing in
the Bonds and the information contained or incorporated by reference in this Offering Circular or any applicable supplement;
 have access to, and knowledge of, the appropriate analytical tools to evaluate, in the context of its particular financial situation,
an investment in the Bonds and the impact the Bonds will have on its overall investment portfolio;
 have sufficient financial resources and liquidity to bear all of the risks of an investment in the Bonds , including where the
currency for principal or interest payments is different from the potential investor’s currency;
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 understand thoroughly the terms of the Bonds and be familiar with the behavior of any relevant indices and financial markets;
and
 be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic, interest rate and other
factors that may affect its investment and its ability to bear the applicable risks.
Investors may purchase Bonds as a way to manage risk or enhance yield with an understood, measured, appropriate addition of
risk to their overall portfolios. A potential investor should not invest in the Bonds unless it has the expertise (either alone or with
a financial adviser) to evaluate how the Bonds will perform under changing conditions, the resulting effects on the value of the
Bonds and the impact this investment will have on the potential investor’s overall investment portfolio.
The Issuer may be unable to redeem the Bonds.
At maturity, the Issuer will be required to redeem all of the Bonds. If such an event were to occur, the Issuer may not have
sufficient cash on hand and may not be able to arrange financing to redeem the Bonds in time, or on acceptable terms, or at all.
The ability to redeem the Bonds in such event may also be limited by the terms of other debt instruments. The failure by the
Issuer to repay, repurchase or redeem tendered Bonds would constitute an event of default under the Bonds, which may also
constitute a default under the terms of other indebtedness of the Issuer. The Issuer has a very strong business franchise in the
Philippines. It has a strong recurring cash flow and maintains a low debt-equity ratio and a high level of liquidity in its balance
sheet. The Issuer believes that it has sufficient resources which will allow it to service the principal and interest of the Bonds.
Liquidity for the Bonds
The Bonds are a new issue of securities for which there is currently no trading market. Even if the Bonds are listed on the PDEx,
trading in securities such as the Bonds may be subject to extreme volatility at times, in response to fluctuating interest rates,
developments in local and international capital markets and the overall market for debt securities among other factors, which may
affect liquidity. Although the Bonds are intended to be listed on PDEx as soon as reasonably practicable, no assurance can be
given that an active trading market for the Bonds will develop and, if such a market were to develop, the Arrangers are under no
obligation to maintain such a market. The liquidity and the market prices for the Bonds can be expected to vary with changes in
market and economic conditions, the financial position and prospects of the Company and other factors that generally influence
the market prices of securities. The Issuer has no control over this risk as active trading of the Bonds is highly dependent on the
Bondholders.
The Bondholder may face possible gain or loss if the Bonds are sold at the secondary market.
As with all fixed income securities, the Bonds’ market values move (either up or down) depending on the change in interest rates.
The Bonds when sold in the secondary market are worth more if interest rates decrease since the Bonds have a higher interest rate
relative to the market. Likewise, if the prevailing interest rate increases, the Bonds are worth less when sold in the secondary
market. Therefore, holders may either make a gain or incur a loss when they decide to sell the Bonds.
The Bonds have no preference under Article 2244(14) of the Civil Code.
No other loan or other debt facility currently or to be entered into by the Issuer shall have preference of priority over the Bonds as
accorded to public instruments under Article 2244(14) of the Civil Code of the Philippines, and all banks and lenders under any
such loans or facilities that are notarized have waived the right to the benefit of any such preference or priority. However, should
any bank or bondholder hereinafter have a preference or priority over the Bonds as a result of notarization, then the Issuer shall at
the Issuer’s option, either procure a waiver of the preference created by such notarization or equally and ratably extend such
preference to the Bonds as may be practicable.
Taxation of the Bonds
The Philippine Tax Code provides that interest on interest-bearing obligations of Philippine residents, such as the Bonds, are
Philippine-sourced income subject to Philippine income tax. Interest income derived by Philippine citizens and alien resident
individuals from the Bonds is thus subject to income tax, which is withheld at source, at the rate of 20% based on the gross
amount of interest. Generally, interest on the Bonds received by non-resident aliens engaged in trade or business in the
Philippines is subject to a 20% final withholding tax while that received by non-resident aliens not engaged in trade or business is
subject to a final withholding tax rate of 25%. Interest income received by domestic corporations and resident foreign
corporations from the Bonds is subject to a final withholding tax rate of 20%. Interest income received by non-resident foreign
corporations from the Bonds is subject to a 30% final withholding tax.
The foregoing rates are subject to further reduction by any applicable tax treaties in force between the Philippines and the country
of residence of the non-resident owner. Most tax treaties to which the Philippines is a party generally provide for a reduced tax
rate of 15% in cases where the interest which arises in the Philippines is paid to a resident of the other contracting state. However,
most tax treaties also provide that reduced withholding tax rates shall not apply if the recipient of the interest who is a resident of
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the other contracting state, carries on business in the Philippines through a permanent establishment and the holding of the
relevant interest-bearing instrument is effectively connected with such permanent establishment.
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USE OF PROCEEDS
The issuance of the Bond, after deducting fees, commissions, and other related expenses will give OMLFC an opportunity to
access medium-term funding to refinance its borrowings. This will also diversify the Issuer’s funding base and tap a wider
investor base targeting both institutional and individual investors.
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CAPITALIZATION OF THE ISSUER
The following table sets out the capitalization of the Company and indebtedness of the Company as of June 30, 2019. The
following selected financial information should be read together with other portions of this Offering Circular.
Capitalization of the Issuer
As of June 30,2019
(Unaudited)

(In actual ₱)
Liabilities

36,009,718,290

Bills Payable
Deposit on Lease Contracts

1,660,895,053
1,636,002,506

Accounts Payable
Accrued Interest Payable

316,124,924

Accrued Expenses
Lease Liability

123,052,279

Income Tax Payable

164,209,983

Derivative Liability

822,435,769

Deferred Tax Liabilities

129,102,904

222,287,004

Other Liabilities*

275,904,809

Total Liabilities

41,359,733,521

Equity
Capital Stock
Common Stock - P100 par value
Authorized - 100,000,000 shares
Issued and Outstanding - 62,120,797 shares
Subscribed Capital Stock – Common

6,212,079,700

Retained Earnings

2,665,481,949
(95,962,390)

Remeasurement Losses on retirement plan

(358,335,386)

Cash flow hedge reserve
Net Unrealized Losses on Fair Value Through Other
Comprehensive Income

(294,743)
8,422,969,130
1,379,165

Equity Attributable to Equity Holders of the Parent Company
Non-controlling interest

8,424,348,295

Total Equity

49,784,081,816

Total capitalization and indebtedness

*Other liabilities consist of the following: other financial liabilities, gross receipts tax payable, deferred income, retirement liability,
withholding tax payable, value-added tax payable and advance rentals.
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TERMS AND CONDITIONS OF THE BONDS
The following are the General Terms and Conditions of the Bonds to be issued under the Issuer’s ₱10 Billion Bond
Programme which will be incorporated by reference into each Series or Tranche of Bonds issued pursuant thereto. The
applicable Pricing Supplement in relation to any Series or Tranche of Bonds shall specify other terms and conditions which
shall, to the extent so specified or to the extent inconsistent with the following General Terms and Conditions, replace or
modify the following General Terms and Conditions for the purpose of such Series or Tranche of Bonds.
The Bonds were authorized pursuant to a resolution of the Board of Directors of ORIX Metro Leasing and Finance Corporation
(the “Company”) dated 6 September 2019 and are covered by a Trust Indenture (the “Trust Indenture”) dated on or about October
23, 2019 made between the Company and Development Bank of the Philippines – Trust Banking Group (the “Trustee” which
expression shall wherever the context permits, include all other persons or companies for the time being acting as trustee or
trustees under the Trust Indenture). The description of the general terms and conditions of the Bonds set out below includes
summaries of, and is subject to, the detailed provisions of the Trust Indenture and the Offering Circular. A registry and paying
agency agreement dated on or about October 23, 2019 (the “Registry and Paying Agency Agreement”) has been entered into in
relation to the Programme and the issuance of Bonds pursuant thereto between the Company and Philippine Depository & Trust
Corp. as paying agent and registrar (hereinafter referred to as “PDTC”, or in its capacity as registrar, the “Registrar”, or in its
capacity as paying agent, the “Paying Agent”). References to a “Condition” are to conditions as respectively numbered and set
forth herein.
Unless otherwise defined herein, capitalized terms used herein shall have the meaning ascribed to such terms in the Trust
Indenture.
Copies of the Trust Indenture and the Registry and Paying Agency Agreement are available for inspection during normal business
hours at the specified offices of the Trustee. The holders of the Bonds are entitled to the benefit of, are bound by, and are deemed
to have notice of, all the provisions of the Trust Indenture and are deemed to have notice of those provisions of the Registry and
Paying Agency Agreement applicable to them.
1.

Definition of Terms
In these General Terms and Conditions:
“Adverse Effect”

means any material and adverse effect on: (a) the ability of the Company to
duly perform and observe its obligations and duties under the Bonds and the
Contracts; (b) the condition (financial or otherwise), prospects, results of
operations or general affairs of the Company or the Group; or (c) the legality,
validity and enforceability of the Contracts;

“Anti-Money
Laundering Laws Of
The Philippines”

means Republic Act No. 9160, Republic Act No. 9194 and Republic Act No.
10365 and BSP Circular Nos. 251, 253,279, 527, 564, 608, 612 and 950, and
all other amendatory and implementing law, regulation, jurisprudence, notice
or order of any Philippine governmental body relating thereto;

“Arranger”

means ING Bank N.V., Manila Branch, and such other entities appointed by
the Company in respect of each Series or Tranche of the Bonds, and excludes
any entity whose appointment has been terminated pursuant to the Programme
Agreement;

“Auditors”

means SyCip, Gorres, Velayo & Company, or any other auditor which may be
appointed by the Company to audit and review its financial statements;

“Bonds”

means fixed-rate bonds and/or the floating rate bonds to be issued under the
Programme with maturities of more than one year;

“Bondholder”

means a person who is not a Prohibited Bondholder and who, at any relevant
time, appears in the Registry as the registered owner of the Bonds;

“BSP”

means the Bangko Sentral ng Pilipinas;

“Business Day”

means any day (other than a Saturday or Sunday) on which commercial banks
and foreign exchange markets in Manila and Makati City are not required or
authorized to close for business. All other days not otherwise specified in these
General Terms and Conditions shall mean calendar days;

“Company”

means ORIX Metro Leasing and Finance Corporation, the issuer of the Bonds;

“Contracts”

means: (a) the Programme Agreement dated on or about October 23, 2019
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between the Company and the Arranger and Initial Selling Agents, as
supplemented, amended and/or restated from time to time; (b) the Trust
Indenture dated on or about October 23, 2019 between the Company and the
Trustee, as supplemented, amended and/or restated from time to time; (c)
Registry and Paying Agency Agreement dated on or about October 23, 2019
between the Company and the Registrar and Paying Agent, as supplemented,
amended and/or restated from time to time; (e) the Master Certificate of
Indebtedness; (e) these General Terms and Conditions; and (f) the Pricing
Supplement for each Series or Tranche of Bonds; and (g) such other separate
letters or agreements covering conditions precedent, fees, expenses and other
obligations of the parties, including amendments or accessions thereto;
“General Terms and
Conditions”

means these General Terms and Conditions of the Bonds as may be
supplemented and/or amended from time to time by the applicable Pricing
Supplement for each Series or Tranche of Bonds.

“Group”

means the Company, its subsidiaries, affiliates and entities controlled by the
Company, taken as a whole, and each of them being a member of the Group;

“Issue Date”

means in respect of any Series or Tranche of Bonds, the date of issue and
purchase of such Tranche of Bonds, as indicated in the applicable Pricing
Supplement;

“Majority
Bondholders”

means the holder or holders of more than fifty percent (50%) of the principal
amount the Bonds then outstanding at the relevant time under the Programme,
provided, that in respect of any matter pertaining to matters relating to the
relevant Series or Tranche of Bonds, only the concerned Bondholders of a
particular Series or Tranche will be considered for quorum and approval
purposes in any meeting in which any such matter is presented for resolution;

“Offer”

means, in respect of any issue of any Series or Tranche of Bonds, any offer or
issuance of Bonds (or a Series or Tranche thereof) at the Issue Price.

“Offering Circular”

means the Offering Circular prepared in connection with the Programme, as
revised, supplemented and/or amended from time to time by the Company in
accordance with the Programme Agreement, including any documents which
are from time to time incorporated in the Offering Circular by reference,
provided that:
(a)

in relation to each Series or Tranche of Bonds only, the applicable Pricing
Supplement shall be deemed included in the Offering Circular;

(b)

in respect of the Agreement Date and the Issue Date, the Offering
Circular means the Offering Circular as at the Agreement Date, but
without prejudice to (a) above, not including any subsequent revisions,
supplement or amendment to it or incorporation of information in it
subsequent to the relevant Agreement Date.

“PDEx”

means the Philippine Dealing & Exchange Corp., a domestic corporation duly
registered with the SEC to operate an exchange and trading market for fixed
income securities and a member of the PDS Group;

“PDEx Rules”

means the PDEx Rules for the Fixed Income Securities Market, as amended,
and as the same may be revised from time to time, as well as other related
rules, guidelines, and procedures that may be issued by PDEx;

“Pricing Supplement”

means the pricing supplement issued in relation to each Series or Tranche of
Bonds, giving details of that Series or Tranche and providing the additional
terms and conditions, such as the Tranche Amount, Interest Rate, Interest
Payment Dates, Tenor and Maturity Date and such other similar series-specific
terms, in relation to any particular Series Tranche of Bonds;

“Programme”

means, as of the date of the Programme Agreement, the Php10.0 Billion bond
programme approved by the Company’s Board of Directors on September 6,
2019;

“Prohibited
Bondholders”

mean persons and entities which are prohibited from purchasing holding any
Bonds of the Company pursuant to the BSP Rules, specifically: (1) the
30

Company; and (2) the subsidiaries and affiliates of the Company; (3) wholly or
majority-owned or controlled entities of the subsidiaries and affiliates of the
Company, except for their respective trust departments or related trust entities;
and (4) persons classified as U.S. Persons under the Foreign Account Tax
Compliance Act of the United States, as this may be amended from time to
time, which include: a U.S. citizen (including dual citizen); a U.S. resident
alien for U.S. tax purposes; a US partnership; a U.S. corporation; any U.S.
estate; any U.S. trust if: (a) a court within the United States is able to exercise
primary supervision over the administration of the trust; (b) one or more U.S.
persons have the authority to control all substantial decisions of the trust; any
other person that is not a non-US person. A “subsidiary” means, at any
particular time, a company which is then directly controlled, or more than fifty
percent (50%) of whose issued voting equity share capital (or equivalent) is
then beneficially owned, by the Company and/or one or more of its subsidiaries
or affiliates. An “affiliate” means, at any particular time, a company at least
twenty percent (20%) but not more than fifty percent (50%) of whose issued
voting equity share capital is then owned by the Company. For a company to be
“controlled” by another means that the other (whether directly or indirectly
and whether by the ownership of share capital, the possession of voting power,
contract or otherwise) has the power to appoint and/or remove all or the
majority of the members of the board of directors or other governing body of
that company or otherwise controls or has the power to control the affairs and
policies of that company;

2.

“Registrar” or
“Paying Agent”

means Philippine Depository & Trust Corp. (“PDTC”), or the registrar and
paying agent in respect of the Bonds appointed under the Registry and Paying
Agency Agreement or an agreement supplemental to it and in accordance with
the BSP Rules;

“Registry”

means the electronic registry book of the Registrar containing the official
information on the Bondholders and the amount of Bonds they respectively
hold, including all transfers or assignments thereof or any liens or
encumbrances thereon;

“SEC”

means the Philippine Securities and Exchange Commission and its successor
agency/ies;

“Security Interest”

shall have the meaning ascribed to it in Condition 11;

“Series”

means a Tranche of Bonds, as the case may be, together with any further
Tranche or Tranches of Bonds, as the case may be, which are (a) expressed to
be consolidated and form a single series, and (b) identical in all respects
(including as to listing and admission to trading) except for their respective
Issue Dates, Interest Commencement Dates and/or Issue Prices and the
expressions Bonds of the relevant Series, Bondholders of the relevant
Series, and related expressions shall (where appropriate) be construed
accordingly;

“Tranche”

means an issuance of Bonds pursuant to the Programme under these General
Terms and Conditions and those specified under the Trust Indenture and the
Programme Agreement, except for their respective Tranche Amounts, Issue
Dates, Interest Rates and Maturity Dates, and such other terms and conditions
as may be specifically provided in the Pricing Supplement to be issued for such
particular issuance.

Form, Denomination and Title
(a) Form and Denomination
The Bonds, upon issuance, are in scripless form, and shall be issued and traded in the secondary market in such
denominations to be indicated in the applicable Pricing Supplement.
(b) Title
Legal title to the Bonds shall be shown in the Registry maintained by the Registrar. A notice confirming the principal amount
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of the Bonds purchased by each applicant in the Offer shall be issued by the Registrar to all Bondholders following the Issue
Date. Upon any assignment, title to the Bonds shall pass by recording of the transfer from the transferor to the transferee in
the Registry maintained by the Registrar. Settlement with respect to such transfer or change of title to the Bonds, including
the settlement of any cost arising from such transfers, including, but not limited to, documentary stamps taxes, if any, arising
from subsequent transfers, shall be for the account of the relevant Bondholder.
(c) Rating
The Bonds are not rated. However, the Company has an issuer rating from Philippine Ratings Services Corp. (Philratings). A
rating is not a recommendation to buy, sell, or hold securities and may be subject to revision, suspension, or withdrawal at
any time by the assigning rating organization
The rating is subject to regular annual reviews, or more frequently as market developments may dictate, for as long as the
Bonds are outstanding. After Issue Date, the Trustee shall likewise monitor compliance by the Company with certain
covenants in relation to the Bonds through regular annual reviews.
3.

Transfer of Bonds
(a) Registry
The Company shall cause the Registry of Bondholders to be kept by the Registrar, in electronic form. The names and
addresses of the Bondholders and the particulars of the Bonds held by them and all transfers of Bonds shall be entered in the
Registry. As required by Circular No. 428-04 issued by the BSP, the Registrar shall send each Bondholder a statement in
electronic form of its registry holdings at least quarterly, and a written advice in electronic form confirming every receipt or
transfer of the Bonds that is effected in the Registrar’s system. Such statement of registry holdings shall serve as the
confirmation of ownership of the relevant Bondholder as of the date thereof. If an e-mail address is not indicated in the
Application or if a Bondholder requests for a written statement, the cost of the same shall be borne by the Bondholder. Any
and/or all requests of Bondholders for certifications, reports or other documents from the Registrar, except as provided herein,
shall be for the account of the requesting Bondholder. No transfer of Bonds may be made during the period commencing on
a Record Date as defined in the section on “Interest Payment Date.”
(b) Transfers; Tax Status
Bondholders may transfer their Bonds at any time, regardless of tax status of the transferor vis-à-vis the transferee. Should a
transfer between Bondholders of different tax status occur on a day which is not an Interest Payment Date, tax-exempt entities
trading with non-tax-exempt entities shall be treated as non-tax-exempt entities for the interest period within which such
transfer occurred. Transfers taking place in the Registry after the Bonds are listed on PDEx shall be allowed between non-taxexempt and tax-exempt entities without restriction and observing the tax exemption of tax-exempt entities, if and/or when so
allowed under and in accordance with the relevant rules, conventions and guidelines of PDEx and PDTC. A Bondholder
claiming tax-exempt status is required to submit a written notification of the sale or purchase to the Trustee and the Registrar,
including the tax status of the transferor or transferee, as appropriate, together with the supporting documents specified below
under “Payment of Additional Amounts; Taxation”, within three days of such transfer.
Notwithstanding the submission by the Bondholder, or the receipt by the Company and/or the Registrar and Paying Agent of
documentary proof of tax-exempt status of a Bondholder, the Company may, in its sole and reasonable discretion, determine
that such Bondholder is taxable and require the Registrar and Paying Agent to proceed to apply the tax due on the Bonds. Any
question on such determination shall be referred to the Company.
The Bondholders shall be responsible for monitoring and accurately reflecting their tax status in the Registry. The payment
report to be prepared by the Registrar and submitted to the Company in accordance with the Registry and Paying Agency
Agreement, which shall be the basis of payments on the Bonds on any Interest Payment Date, shall reflect the tax status of the
Bondholders as indicated in their accounts as of the Record Date.
(c) Secondary Trading of the Bonds
The Company shall list the Bonds in PDEx for secondary market trading. Secondary market trading and settlement in PDEx
shall follow the applicable PDEx rules, conventions and guidelines, including rules, conventions and guidelines governing
trading and settlement between Bondholders of different tax status, and shall be subject to the relevant fees of PDEx and
PDTC.

4.

Ranking
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The Bonds constitute direct, unconditional, unsecured and unsubordinated Philippine Peso-denominated obligations of the
Company and shall rank pari passu and ratably without any preference or priority amongst themselves and at least pari passu
with all other present and future unsecured and unsubordinated obligations of the Company, other than obligations preferred
by the law.
5.

Interest
(a) Interest Basis
Interest on each Series or Tranche of Bonds may be fixed and/or floating, as may be provided under the applicable Pricing
Supplement.
The rate of interest payable from time to time in respect of floating rate Bonds shall be determined in the manner specified in
the applicable Pricing Supplement.
(b) Interest Payment Dates
The Bonds bear interest on its principal amount from and including Issue Date at the rate indicated in the applicable Pricing
Supplement for each Series or Tranche of Bonds. Interest shall be payable in arrear, at the dates specified in the applicable
Pricing Supplement, or the subsequent Business Day without adjustment to the amount of interest to be paid, if such Interest
Payment Date is not a Business Day.
The cut-off date in determining the existing Bondholders entitled to receive the interest or principal amount due shall be the
second (2nd) Business Day immediately preceding the relevant Interest Payment Date (the “Record Date”), which shall be the
reckoning day in determining the Bondholders entitled to receive interest, principal or any other amount due under the Bonds.
No transfers of the Bonds may be made during this period intervening between and commencing on the Record Date and the
relevant Interest Payment Date.
(c) Interest Accrual
Each Bond with respect to each Pricing Supplement shall cease to bear interest from and including the Maturity Date, as
defined in the discussion on “Final Redemption” below, unless, upon due presentation, payment of the principal in respect of
the Bond then outstanding is not made, is improperly withheld or refused, in which case the Penalty Interest (see “Penalty
Interest” below) shall apply.
(d) Determination of Interest Amount
The interest shall be calculated on the basis of a 30/360-day basis, consisting of 12 months of 30 days each and, in the case of
an incomplete month, the number of days elapsed on the basis of a month of 30 days.

6.

Redemption and Purchase
(a) Final Redemption
Unless previously purchased and cancelled, the Bonds shall be redeemed at par, or 100% of face value on the relevant
Maturity Date specified in the applicable Pricing Supplement. However, if the Maturity Date is not a Business Day, payment
of all amounts due on such date will be made by the Company through the Paying Agent, without adjustment in computation
as to the amount of interest payable, on the succeeding Business Day.
(b) Redemption for Tax Reasons
If payments under the Bonds become subject to additional or increased taxes other than the taxes and rates of such taxes
prevailing on the Issue Date as a result of certain changes in law, rule or regulation, or in the interpretation thereof, and such
additional or increased rate of such tax cannot be avoided by use of reasonable measures available to the Company, the
Company may redeem the Bonds in whole, but not in part, on any Interest Payment Date (having given not more than 60 nor
less than 30 days’ notice to the Trustee and the Registrar) at par or 100% of face value plus accrued interest computed up to
the date when the Bonds shall be redeemed earlier than its Maturity Date.

(c) Change in Law or Circumstance
If any provision of the Trust Indenture or any of the related documents is or shall become for any reason, invalid, illegal or
unenforceable to the extent that it shall become, for any reason, unlawful for the Company to give effect to its rights or
obligations hereunder, or to enforce any provisions of the Trust Indenture or any of the related documents in whole or in part,
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or any law shall be introduced to prevent or restrain the performance by the parties hereto of their obligations under the Trust
Indenture or any other related documents, such event shall be considered as change in law or circumstance (“Change in Law”)
in reference to the obligations of the Company and to the rights and interests of the Bondholders under the Trust Indenture
and the Bonds.
In the event that the Company shall invoke the foregoing as a Change in Law, the Company shall provide the Trustee an
opinion of legal counsel confirming the foregoing, such legal counsel being reasonably acceptable to the Trustee. Thereupon,
the Trustee, upon notice to the Company, shall declare the principal amount of the Bonds, including all accrued interest and
other chargers thereon, if any, to be immediately due and payable, and upon such declaration, the same shall be immediately
due and payable without any pre-payment penalty, notwithstanding anything in the Trust Indenture and other related
documents to the contrary.
(d) Purchase and Cancellation
The Company may at any time purchase any of the Bonds at any price in the open market or by tender or by contract at any
price, without any obligation to purchase Bonds pro-rata from all Bondholders, and the Bondholders shall not be obligated to
sell. Any Bonds so purchased shall be redeemed and cancelled and may not be re-issued.
7.

Payments
The principal of, interest on, and all other amounts payable on the Bonds shall be paid by the Company through the Paying
Agent to the Bondholders by crediting the settlement accounts designated by each of the Bondholders. The principal of, and
interest on, the Bonds shall be payable in Philippine Pesos. The Company shall ensure that so long as any of the Bonds
remains outstanding, there shall at all times be a Paying Agent for the purposes of the Bonds. In the event the Paying Agent
shall be unable or unwilling to continue to act as such, the Company shall appoint a qualified financial institution in the
Philippines authorized to act in its place. The Paying Agent may not resign its duties or be removed without a successor
having been appointed.

8.

Payment of Additional Amounts - Taxation
As of the date of the Offering Circular, interest income on the Bonds is subject to a final withholding tax at rates ranging from
20% to 30% depending on the tax status of the relevant Bondholder under relevant law, regulation or tax treaty. Except for
such final withholding tax and as otherwise provided, all payments of principal and interest are to be made free and clear of
any deductions or withholding for or on account of any present or future taxes or duties imposed by or on behalf of Republic
of the Philippines, including, but not limited to, issue, registration or any similar tax or other taxes and duties, including
interest and penalties, if any. If such taxes or duties are imposed, the same shall be for the account of the Company; provided
however that, the Company shall not be liable for the following:
(a) Income tax on any gain by a Bondholder realized from the sale, exchange or retirement of the Bonds;
(b) The applicable final withholding tax on interest earned on the Bonds prescribed under the National Internal Revenue
Code of 1997, as amended and its implementing rules and regulations as maybe in effect from time to time (the “Tax
Code”). For the avoidance of doubt, any change in the applicable final withholding tax rate shall be for the account of the
Bondholder.
An investor who is exempt from the aforesaid withholding tax, or is subject to a preferential withholding tax rate shall be
required to submit the following requirements to the Registrar, subject to acceptance by the Company as being sufficient
in form and substance: (i) certified true copy of the tax exemption certificate, ruling or opinion issued by the BIR
confirming the exemption or preferential rate; (ii) a duly notarized undertaking, in the prescribed form, declaring and
warranting its tax exempt status or preferential rate entitlement, undertaking to immediately notify the Company of any
suspension or revocation of the tax exemption certificates or preferential rate entitlement, and agreeing to indemnify and
hold the Company and the Registrar free and harmless against any claims, actions, suits, and liabilities resulting from the
non-withholding of the required tax; and (iii) such other documentary requirements as may be required under the
applicable regulations of the relevant taxing or other authorities which for purposes of claiming tax treaty withholding
rate benefits, which shall include evidence of the applicability of a tax treaty and consularized proof of the Bondholder’s
legal domicile in the relevant treaty state or an Apostille certificate attached to such proof, and confirmation acceptable to
the Company that the Bondholder is not doing business in the Philippines; provided further that, all sums payable by the
Company to tax exempt entities shall be paid in full without deductions for taxes, duties assessments or government
charges subject to the submission by the Bondholder claiming the benefit of any exemption of reasonable evidence of
such exemption to the Registrar;
(c) Gross Receipts Tax under Section 121 of the Tax Code;
(d) Taxes on the overall income of any securities dealer or Bondholder, whether or not subject to withholding; and
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(e) Value Added Tax (“VAT”) under Sections 106 to 108 of the Tax Code, and as amended by Republic Act No. 9337.
Documentary stamp tax for the primary issue of the Bonds and the execution of the Trust Indenture and other related
documents, if any, shall be for the Company’s account.
9.

Representation and Warranties
The Company hereby represents and warrants to the Trustee and the Bondholders as follows:
(a) each member of the Group is duly incorporated, validly existing and in good standing under the laws of its place of
incorporation with full power and authority to conduct its business and is lawfully qualified to do business in those
jurisdictions in which business is conducted by it;
(b) except as otherwise disclosed in the Offering Circular, each of the members of the Group has legal title to all its property
in each case free and clear of all liens, encumbrances and defects; and any real property and buildings held under lease by
the Group are held by them under valid, subsisting and enforceable leases, except where such a failure would not result in
an Adverse Effect;
(c) the Company has the corporate power under the laws of the Republic of the Philippines and its constitutive documents: (i)
to issue the Bonds and to enter into and perform its obligations thereunder and to take all other actions and to do all other
things provided for or contemplated in the Contracts; (ii) to conduct its business as presently being conducted and to own
its properties and assets now owned by it as well as those to be hereafter acquired by it for the purpose of its business;
and (iii) to incur the indebtedness and other obligations provided for in the Bonds;
(d) the Company has and will continue to have full capacity and authority to enter into the Contracts, issue the Bonds and to
carry out the transactions contemplated in the Contracts and has taken and will continue to take all action (including the
obtaining of all necessary corporate approvals and governmental consents) to authorize the execution, delivery and
performance of the Contracts and the issue and delivery of the Bonds;
(e) the Contracts have been duly authorized, executed and delivered by the Company and constitute valid and legally binding
obligations of the Company;
(f) the Bonds have been duly authorized by the Company and, when duly executed, authenticated, issued and delivered in
accordance with the Trust Indenture and the Registry and Paying Agency Agreement, will constitute valid and legally
binding obligations of the Company, enforceable in accordance with its terms;
(g) the Bonds constitute the direct, unconditional, unsecured and unsubordinated Philippine Peso-denominated obligations of
the Company, and, when duly executed, authenticated, issued and delivered in accordance with the Trust Indenture and
the Registry and Paying Agency Agreement, enforceable in accordance with its terms, and will at all times rank pari
passu and ratably without any preference among themselves and at least pari passu with all other direct, unconditional,
unsecured and unsubordinated Philippine Peso-denominated obligations of the Company, present and future, other than
obligations mandatorily preferred by law;
(h) all necessary actions and things required to be taken, fulfilled or done (including without limitation the obtaining of any
consent, authorization, order or license or the making of any filing or registration) for the issue of the Bonds, the validity,
performance or enforceability of the Bonds or the Contracts, the carrying out of the other transactions contemplated by
the Bonds and the Contracts or the compliance by the Company with the terms of the Bonds and the and the Contracts, as
the case may be, have been taken, fulfilled or done;
(i) the Company has complied with all requirements of the BSP for the issuance of the Bonds, and the Bonds comply with all
other terms and conditions imposed by the BSP regarding the issuance of the Bonds while any portion of the Bonds
remain outstanding;
(j) the Company has complied with all qualifications and conditions of the BSP Rules to issue, maintain, service, pay out,
redeem, and cancel the Bonds;
(k) the execution and delivery of the Contracts, the issue of the Bonds, the carrying out of the other transactions contemplated
by the Contracts and compliance with the terms of the Contracts and the Bonds, as the case may be, do not and will not:
(i) conflict with or result in a breach of any of the terms or provisions of, or constitute a default under, the documents
constituting the Company, or any indenture, trust deed, mortgage or other agreement or instrument to which the
Company or any of the Company’s subsidiaries is a party or by which it or any of its properties is bound; or (ii) infringe
any existing applicable law, rule, regulation, judgment, order or decree of any government, governmental body or court,
domestic or foreign, having jurisdiction over the Company, any such subsidiary or any of their properties;
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(l) the (i) Offering Circular, including any amendments or supplements thereto, and the relevant Pricing Supplement and
other materials used in the Offer: contain all information with respect to the Group and to the Bonds which is material in
the context of the issue and offering of the Bonds (including, without limitation, all information required by the
applicable laws and regulations of the Philippines and the information which, according to the particular nature of the
Company and of the Bonds, is necessary to enable potential Bondholders and their investment advisers to make an
informed assessment of the assets and liabilities, financial position, profits and losses, and prospects of the Company and
of the rights attaching to the Bonds); (ii) the statements contained in the Offering Circular and the relevant Pricing
Supplement relating to the Company and the Group are in every material respect true, accurate and not misleading; (iii)
the opinions and intentions expressed in the Offering Circular with regard to the Company and the Group are honestly
held, have been reached after considering all relevant circumstances and are based on reasonable assumptions; (iv) there
are no other facts in relation to the Group or the Bonds the omission of which would, in the context of the issue and
offering of the Bonds, make any statement in the Offering Circular misleading in any material respect; and (v) all
reasonable inquiries have been made by the Company to ascertain such facts and to verify the accuracy of all such
information and statements;
(m) the Offering Circular accurately describes: (i) accounting policies which the Company believes to be the most important
in the portrayal of the Group’s financial condition and results of operations (the “Critical Accounting Policies”); (ii)
material judgments and uncertainties affecting the application of the Critical Accounting Policies; and (iii) an explanation
of the likelihood that materially different amounts would be reported under different conditions or using different
assumptions, and the Board of Directors and audit committee of the Company have reviewed and agreed with the
selection and disclosure of the Critical Accounting Policies in the Offering Circular and have consulted with their
independent accountants with regards to such disclosure;
(n) each member of the Group maintains systems of internal accounting controls sufficient to provide reasonable assurance
that: (i) transactions are executed in accordance with management’s general or specific authorizations; (ii) transactions
are recorded as necessary to permit preparation of financial statements in conformity with financial reporting standards in
the Philippines for banks and to maintain asset accountability; (iii) access to assets is permitted only in accordance with
management’s general or specific authorization; (iv) the recorded accountability for assets is compared with the existing
assets at reasonable intervals and appropriate action is taken with respect to any differences; and (v) each member of the
Group has made and kept books, records and accounts which, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of assets of such entity and provide a sufficient basis for the preparation of the Company’s
consolidated financial statements in accordance with financial reporting standards in the Philippines for banks; and the
Company’s current management information and accounting control system has been in operation for at least twelve (12)
months during which none of the Company nor any other member of the Group has experienced any material difficulties
with regard to (i) through (v) above;
(o) there are no outstanding guarantees or contingent payment obligations of the Company in respect of indebtedness of third
parties except as described in the Offering Circular; the Company is in compliance with all of its obligations under any
outstanding guarantees or contingent payment obligations as described in the Offering Circular;
(p) the Offering Circular accurately and fully describes: (i) all material trends, demands, commitments, events, uncertainties
and risks, and the potential effects thereof, that the Company believes would materially affect liquidity and are
reasonably likely to occur; and (ii) all material off-balance sheet transactions, arrangements, and obligations; and neither
the Company nor any other member of the Group has any material relationships with unconsolidated entities that are
contractually limited to narrow activities that facilitate the transfer of or access to assets by the Company or any other
member of the Group, such as structured finance entities and special purpose entities that are reasonably likely to have a
material effect on the liquidity of the Company or any other member of the Group or the availability thereof or the
requirements of the Company or any other member of the Group for capital resources;
(q) all information provided by the Company to its Auditors required for the purposes of their comfort letters in connection
with the offering and sale of the Bonds has been supplied, or as the case may be, will be supplied, in good faith and after
due and careful enquiry; such information was when supplied and remains (to the extent not subsequently updated by
further information supplied to such persons prior to the date hereof), or as the case may be, will be when supplied, true
and accurate in all material respects and no further information has been withheld the absence of which might reasonably
have affected the contents of any of such letters in any material respect;
(r) the Auditors are independent public accountants with respect to the Group, as required by the Philippine Institute of
Certified Public Accountants and the applicable rules and regulations thereof;
(s) save as disclosed in the Offering Circular, all transactions by the Company with its directors, officers, management,
shareholders, or any other person, including persons formerly holding such positions, are on terms that are available from
other parties on an arm’s-length basis;
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(t) each of the Company and the other members of the Group: (i) has all licenses, franchises, permits, authorizations,
approvals, registrations and orders and other concessions that are necessary to own or lease its other properties and
conduct its businesses as described in the Offering Circular; (ii) is conducting its business and operations in compliance
with all applicable laws and regulations in each of the jurisdictions in which it conducts business and operations,
including, without limitation, all regulations, guidelines and circulars of the BSP, the SEC, and the BIR; (iii) has
complied with, corrected and successfully and effectively implemented, to the satisfaction of the BSP, all findings and
recommendations of the BSP resulting from all past audits and examinations conducted by the BSP on the Company; and
(iv) is otherwise in compliance with all agreements and other instruments to which it is a party, except where any failure
to be in compliance with any of which would not qualify as, or result in, an Adverse Effect;
(u) except as specifically described in the Offering Circular, the Company and the other members of the Group own or
possess (or can acquire on reasonable terms), all patents, licenses, inventions, copyrights, know-how, trademarks, service
marks, trade names or other intellectual property (collectively, “Intellectual Property”) necessary to carry on the
business now operated by them; and neither the Company nor any other member of the Group has received notice or is
otherwise aware of any infringement of or conflict with asserted rights of others with respect to any Intellectual Property
or of any facts or circumstances which would render any Intellectual Property invalid or inadequate to protect the
interests of the Company or other members of the Group therein; and which infringement or conflict (if the subject of any
unfavorable decision, ruling or finding) or invalidity or inadequacy, singly or in the aggregate, would reasonably be
expected to result in an Adverse Effect;
(v) except as specifically described in the Offering Circular, there are no pending actions, suits or proceedings against or
affecting the Company or any other member of the Group or any of their properties which, if determined adversely would
individually or in the aggregate have an Adverse Effect, and, to the best of the Company’s knowledge, no such actions,
suits or proceedings are threatened or contemplated;
(w) no event has occurred or circumstance arisen which (whether or not with the giving of notice and/or the passage of time
and/or the fulfillment of any other requirement) constitutes an event described under “Events of Default” hereunder;
(x) the Company and the other members of the Group are in compliance with the Anti-Money Laundering Laws of the
Philippines in all material respects. The financial transactions and operations of the Company and its subsidiaries are and
have been conducted at all times in compliance with applicable financial record keeping and reporting requirements and
anti-money laundering laws, rules, regulations or guidelines applicable to the Company and its subsidiaries (collectively,
the “Anti-Money Laundering Laws”) and no action, suit or proceeding by or before any court or governmental agency,
authority or body or any arbitrator involving the Company or any of its subsidiaries with respect to the Anti-Money
Laundering Laws is pending or, to the best knowledge of the Company and each of its subsidiaries, after due inquiry,
threatened; and
(y) the Company is Solvent. As used in this paragraph, the term “Solvent” means, with respect to a particular date, that on
such date: (i) the present fair market value (or present fair saleable value) of the assets of the Company is not less than
the total amount required to pay the liabilities of the Company on its total existing debts and liabilities (including
contingent liabilities) as they become absolute and matured; (ii) the Company is able to realize upon its assets and pay its
debts and other liabilities, contingent obligations and commitments as they mature and become due in the normal course
of business; (iii) the Company is not incurring debts or liabilities beyond its ability to pay as such debts and liabilities
mature; (iv) the Company is not engaged in any business or transaction, and does not propose to engage in any business
or transaction, for which its property would constitute unreasonably small capital after giving due consideration to the
prevailing practice in the industry in which the Company is engaged; (v) the Company will be able to meet its obligations
under all its outstanding indebtedness as they fall due; and (vi) the Company is not a defendant in any civil action that
would result in a judgment that the Company is or would become unable to satisfy.
Each of the representations and warranties set forth hereof are made as of the date the Contracts, the Offering Circular and
each Pricing Supplement, and will be true and accurate for as long as the Bonds or any portion thereof remains outstanding,
and so long as any Bonds remains unissued under the Programme, with reference to the facts and circumstances existing from
time to time.
10. Covenants
The Company covenants that it shall act as follows and shall perform the following obligations for so long as any Bonds
remain outstanding:

(a) The Company shall pay all amounts due under the Bonds at the times and in the manner specified in, and perform all its
obligations, undertakings, and covenants under the Bonds;
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(b) The Company shall ensure that it will continue to have the legal and juridical personality to maintain the Bonds until
Maturity Date or full payment of the claims under the Bonds, whichever is later, and accordingly, shall secure all
necessary corporate and government approvals, and perform all necessary acts, for the renewal and extension of its
corporate term, on or prior to the expiry thereof;
(c) It shall, as soon as practicable, make available copies of its audited financial statements, consisting of the balance sheet
of the Company as of the end of its latest fiscal year and statements of income and retained earnings and of the source
and application of funds of the Company for such fiscal year, such audited financial statements being prepared in
accordance with generally accepted accounting principles and practices in the Philippines consistently applied and being
certified by an independent certified public accountant of recognized standing in the Philippines; and shall, as soon as
practicable, upon written request from a Bondholder, furnish to such requesting Bondholder such updates and
information as may be reasonably requested by a Bondholder pertaining to the business, assets, condition, or operations
of the Company, or affecting the Company's ability to duly perform and observe its obligations and duties under the
Bonds and the Contracts;
(d) It shall, when so requested in writing, provide any and all information reasonably needed by the Paying Agent and/or
Registrar, as the case may be, to enable them to respectively comply with their respective responsibilities and duties
under the BSP Rules, and the Contracts; Provided, that, in the event that the Company cannot, for any reason, provide the
required information, the Company shall immediately advise the party requesting the same and shall perform such acts as
may be necessary to provide for alternative information gathering;
(e) The Company shall promptly advise the Bondholders through the Trustee of: (i) any request by any government agency
for any information related to the Bonds; and (ii) the issuance by any governmental agency of any cease-and-desist order
suspending the distribution or sale of the Bonds or the initiation of any proceedings for any such purpose and shall use its
best efforts to obtain at its sole expense the withdrawal of any order suspending the transactions with respect to the
Bonds at the earliest time possible;
(f) The Company shall ensure that any documents related to the Bonds will, at all times, comply in all material respects with
the applicable laws, rules, regulations, and circulars, and, if necessary, make the appropriate revisions, supplements, and
amendments to make them comply with such laws, rules, regulations, and circulars;
(g) The Company shall upon written request of the Trustee execute and deliver to the Trustee such reports, documents, and
other information relating to the business, properties, condition, or operations, financial or otherwise, of the Company
and affecting the Company's ability to duly perform and observe its obligations and duties under the Bonds and the
Contracts; provided that if the updates and information requested are not public documents, such Bondholder must
execute a non-disclosure agreement and an undertaking that it shall not benefit from the disclosure of such non-public
updates and information;
(h) The Company shall, as soon as possible and in any event within five (5) Business Days after the occurrence of any
default on any of the obligations of the Company, or other event which, with the giving of any notice and/or with the
lapse of time, would constitute a default under the material agreements of the Company with any party, including,
without limitation the Contracts, serve a written notice to the Bondholders through the Trustee, of the occurrence of any
such default, specifying the details and the steps which the Company is taking or proposes to take for the purpose of
curing such default, including the Company's estimate of the length of time to correct the same;
(i) It will duly and punctually comply with all reporting, filing and similar requirements imposed by the BSP, the SEC and
the PDEx or in accordance with any applicable Philippine law and regulations from time to time relating to the Bonds
and the Contracts;
(j) The Company shall maintain the services of the Auditors and in any event where the then existing Auditors shall cease to
be the external auditor of the Company for any reason, the Company shall appoint another reputable, responsible and
internationally accredited firm of auditors to be the external auditor of the Company;
(k) It shall fully and promptly comply with all BSP directives, orders, issuances, and letters, including those regarding its
capital, licenses, risk management, and operations and promptly and satisfactorily take all corrective measures that may
be required under BSP audit reports;
(l) It shall use the net proceeds from the Bonds in accordance with the purpose of issuance provided in the Offering
Circular; and
(m) It shall ensure that there shall at all times be a Trustee and a Registrar and Paying Agent for the purposes of the Bonds, as
provided in the Trust Indenture and Registry and Paying Agency Agreement, respectively.
11. Negative Pledge
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The Company covenants and agrees that, from the signing date of the Trust Indenture and for as long as the Bonds or any
portion thereof remain outstanding, unless the Majority Bondholders shall otherwise consent in writing:
(a) the Company will not create or permit to subsist any mortgage, charge pledge, lien or other form of encumbrance or
security interest (“Security Interest”) upon the whole or any part of its undertaking, assets or revenues (present or
future) to secure any Indebtedness, or any guarantee of or indemnity in respect of any Indebtedness;
(b) the Company will procure that no other person creates or permits to subsist any Security Interest upon the whole or any
part of the undertaking, assets or revenues present or future of that other person to secure (x) any of the Company’s
Indebtedness, or any guarantee of or indemnity in respect of any of the Company’s Indebtedness, or (y) where the person
in question is a Subsidiary of the Company, any of the Indebtedness of any person other than that Subsidiary, or any
guarantee of or indemnity in respect of any such Indebtedness, unless, at the same time or prior thereto, the Company’s
obligations under the Bonds (i) are secured equally and ratably therewith or benefit from a guarantee or indemnity in
substantially identical terms thereto, as the case may be, or (ii) have the benefit of such other security, guarantee,
indemnity or other arrangement as shall be approved by the Majority Bondholders; and
(c) the Company will not create or permit to subsist any preference or priority in respect of any other Indebtedness of the
Company pursuant to Article 2244(14) of the Civil Code of the Philippines, or any successor Philippine law providing for
preferences or priority in respect of notarized Indebtedness unless amounts payable under the outstanding Bonds are
granted preference or priority equally and ratably therewith.
For the purposes hereof, Indebtedness means any present or future indebtedness in the form of, or represented by, bonds,
notes, debentures, loan stock or other securities having an original maturity of more than one year from its date of issue and
which are for the time being quoted, listed or ordinarily dealt in on any stock exchange, over-the-counter or other securities
market, provided that in the case of (c) above, Indebtedness shall exclude (x) Indebtedness denominated, payable or
optionally payable in US Dollars, and (y) if denominated, payable or optionally payable in Philippine Pesos, Indebtedness in
an aggregate principal amount not exceeding 5% of the consolidated total assets as shown in the latest audited balance sheet
of the Company.
12. Events of Default
The Company shall be considered in default under the Bonds and the Trust Indenture in case any of the following events
(each an “Event of Default”) shall occur and is continuing:
(a) The Company fails to pay any principal and/or interest due on the Bonds issued under the Programme, provided, that
such non-payment shall not constitute an Event of Default if the Company has confirmed the Payment Instruction Report
(as defined in the Registry and Paying Agency Agreement) prepared by the Registrar and Paying Agent and there are
sufficient funds standing in the Payment Account (as defined in the Registry and Paying Agency Agreement) on a
relevant payment date;
(b) Any representation and warranty of the Company or any certificate or opinion submitted by the Company in connection
with the issuance of the Bonds is untrue, incorrect, or misleading in any material respect;
(c) The Company fails to perform or violates its covenants under these General Terms and Conditions (other than the
payment obligation under paragraph (a) above) or the Contracts, and such failure or violation is not remediable or, if
remediable, continues to be unremedied for a period of fifteen (15) calendar days from notice to the Company;
(d) The Company violates any term or condition of any contract, bond, note, debenture, or similar security executed by the
Company with any other bank, financial institution, or other person, corporation, or entity in respect of borrowed moneys
in an aggregate amount exceeding Five Hundred Million Pesos (PhP500,000,000.00) or its equivalent or, in general, the
Company violates any contract, law, or regulation which: (i) if remediable, is not remedied by the Company within ten
(10) calendar days from such failure; (ii) results in the acceleration or declaration of the whole financial obligation to be
due and payable prior to the stated normal date of maturity; or (iii) will adversely and materially affect the performance
by the Company of its obligations under the Bonds and pay any amount outstanding on the Bonds;
(e) Any governmental consent, license, approval, authorization, declaration, filing or registration which is granted or
required in connection with the Bonds expires or is terminated, revoked or modified and the result thereof is to make the
Company unable to discharge its obligations hereunder or thereunder;
(f) It becomes unlawful for the Company to perform any of its material obligations under the Bonds;
(g) The government or any competent authority takes any action to suspend the whole or the substantial portion of the
operations of the Company, or condemns, seizes, nationalizes or expropriates (with or without compensation) the
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Company or any material portion of its properties or assets;
(h) The Company becomes insolvent or is unable to pay its debts when due or commits or permits any act of bankruptcy,
including: (i) filing of a petition in any bankruptcy, reorganization, winding-up, suspension of payment, liquidation, or
other analogous proceeding; (ii) appointment of a trustee or receiver of all or a substantial portion of its properties; (iii)
making of an assignment for the benefit of its creditors of all or substantially all of its properties; (iv) admission in
writing of its inability to pay its debts; or (v) entry of any order or judgment of any court, tribunal, or administrative
agency or body confirming the insolvency of the Company, or approving any reorganization, winding-up, liquidation, or
appointment of trustee or receiver of the Company or a substantial portion of its property or assets (each, an “Insolvency
Default”);
(i) Any final and executory judgment, decree, or arbitral award for the sum of money, damages, fine, or penalty in excess of
Five Hundred Million Pesos (PhP500,000,000.00) or its equivalent in any other currency is entered against the Company
and the enforcement of which is not stayed, and is not paid, discharged, or duly bonded within thirty (30) calendar days
after the date when payment of such judgment, decree, or award is due under the applicable law or agreement;
(j) Any writ, warrant of attachment or execution, or similar process shall be issued or levied against more than half of the
Company's assets, singly or in the aggregate, and such writ, warrant, execution or similar process shall not be released,
vacated, or fully bonded within thirty (30) calendar days after its issue or levy; and
(k) The Company voluntarily suspends or ceases operations of a substantial portion of its business for a continuous period of
thirty (30) calendar days, except in the case of strikes or lockouts when necessary to prevent business losses, or when due
to fortuitous events or force majeure, and, provided that, in any such event, there is no Adverse Effect.
13. Notice of Default
Subject to the terms of the Trust Indenture, the Trustee shall, within ten (10) Business Days after receiving notice, or having
knowledge of, the occurrence of any Event of Default, give to the Bondholders written notice of such default known to it
unless the same shall have been cured before the giving of such notice; provided that, in the case of payment default under
Section 10 above, the Trustee shall immediately notify the Bondholders upon the occurrence of such payment default. The
written notice required to be given to the Bondholders hereunder shall be published in a newspaper of general circulation in
Metro Manila for two (2) consecutive days, further indicating in the published notice that the Bondholders or their duly
authorized representatives may obtain any information relating to such occurrence of an Event of Default at the principal
office of the Trustee upon presentation of sufficient and acceptable identification.
14. Consequences of Default
If any one or more of the Events of Default shall have occurred and be continuing without the same being cured within the
periods provided in the Trust Indenture and in these General Terms and Conditions, the Trustee may on its own, or, upon the
written direction of the Majority Bondholders, shall, by notice in writing delivered to the Company, with a copy furnished the
Registrar and Paying Agent, declare the principal amount of the Bonds, including all accrued interest and other charges
thereon, if any, to be immediately due and payable, and upon such declaration the same shall be immediately due and
payable.
All the unpaid obligations under the Bonds, including accrued interest, and all other amounts payable thereunder, shall be
declared to be forthwith due and payable, whereupon all such amounts shall become and be forthwith due and payable
without presentment, demand, protest or further notice of any kind, all of which are hereby expressly waived by the
Company.
15. Penalty Interest
In case any amount payable by the Company under the Bonds, whether for principal, interest, fees due to Trustee or Registrar
or otherwise, is not paid on due date, the Company shall, without prejudice to its obligations to pay the said principal, interest
and other amounts, pay penalty interest on the defaulted amount(s) at the rate of 1% per month (the “Penalty Interest”) from
the time the amount falls due until it is fully paid.
16. Payment in the Event of Default
The Company covenants that upon the occurrence of any Event of Default, the Company shall pay to the Bondholders,
through the Paying Agent, the whole amount which shall then have become due and payable on all such outstanding Bonds
with interest at the rate borne by the Bonds on the overdue principal and with Penalty Interest as described above, and in
addition thereto, the Company shall pay to the Trustee such further amounts as shall be determined by the Trustee to be
sufficient to cover the cost and expenses of collection, including reasonable compensation to the Trustee, its agents, attorneys
and counsel, and any reasonable expenses or liabilities incurred without negligence or bad faith by the Trustee.
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17. Application of Payments
Any money collected or delivered to the Paying Agent, and any other funds held by it, subject to any other provision of the
Trust Indenture and the Registry and Paying Agency Agreement relating to the disposition of such money and funds, shall be
applied by the Paying Agent in the order of preference as follows: first, to the payment to the Trustee, the Paying Agent and
the Registrar, of the costs, expenses, fees and other charges of collection, including reasonable compensation to them, their
agents, attorneys and counsel, and all reasonable expenses and liabilities incurred or disbursements made by them, without
gross negligence or bad faith; second, to the payment of the interest in default, in the order of the maturity of such interest
with Penalty Interest; third, to the payment of the whole amount then due and unpaid upon the Bonds for principal, and
interest, with Penalty Interest; and fourth, the remainder, if any shall be paid to the Company, its successors or assigns, or to
whoever may be lawfully entitled to receive the same, or as a court of competent jurisdiction may direct.
18. Prescription
Claims with respect to principal and interest or other sums payable hereunder shall prescribe unless made within ten (10)
years (in the case of principal or other sums) or five (5) years (in the case of interest) from the date on which payment
becomes due.
19. Remedies
All remedies conferred by the Trust Indenture to the Trustee and the Bondholders shall be cumulative and not exclusive and
shall not be so construed as to deprive the Trustee or the Bondholders of any legal remedy by judicial or extra judicial
proceedings appropriate to enforce the conditions and covenants of the Trust Indenture, subject to the discussion below on
“Ability to File Suit”.
No delay or omission by the Trustee or the Bondholders to exercise any right or power arising from or on account of any
default hereunder shall impair any such right or power, or shall be construed to be a waiver of any such default or an
acquiescence thereto; and every power and remedy given by the Trust Indenture to the Trustee or the Bondholders may be
exercised from time to time and as often as may be necessary or expedient.
20. Ability to File Suit
No Bondholder shall have any right by virtue of or by availing of any provision of the Trust Indenture to institute any suit,
action or proceeding for the collection of any sum due from the Company hereunder on account of principal, interest and
other charges, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless (i) such Bondholder
previously shall have given to the Trustee written notice of an Event of Default and of the continuance thereof and the related
request for the Trustee to convene a meeting of the Bondholders to take up matters related to their rights and interests under
the Bonds, as applicable; (ii) the Majority Bondholders shall have decided and made the written request upon the Trustee to
institute such action, suit or proceeding in the latter’s name; (iii) the Trustee for 60 days after the receipt of such notice and
request shall have neglected or refused to institute any such action, suit or proceeding; and (iv) no directions inconsistent with
such written request shall have been given under a waiver of default by the Bondholders, it being understood and intended,
and being expressly covenanted by every Bondholder with every other Bondholder and the Trustee, that no one or more
Bondholders shall have any right in any manner whatever by virtue of or by availing of any provision of the Trust Indenture
to affect, disturb or prejudice the rights of the holders of any other such Bonds or to obtain or seek to obtain priority over or
preference to any other such holder or to enforce any right under the Trust Indenture, except in the manner herein provided
and for the equal, ratable and common benefit of all the Bondholders.

21. Waiver of Default by the Bondholders
The Majority Bondholders may direct the time, method and place of conducting any proceeding for any remedy available to
the Trustee or exercising any trust or power conferred upon the Trustee, or the Majority Bondholders may decide for and on
behalf of the Bondholders to waive any past default, except the events of default specified in Sections 10 (a), (d) and (h)
above. In case of any such waiver, the Company, the Trustee and the Bondholders shall be restored to their former positions
and rights hereunder; provided however that, no such waiver shall extend to any subsequent or other default or impair any
right consequent thereto. Any such waiver by the Majority Bondholders shall be conclusive and binding upon all Bondholders
and upon all future holders and owners thereof, irrespective of whether or not any notation of such waiver is made upon the
certificate representing the Bonds.

22. Trustee; Notices
(a) Notice to the Trustee
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All documents required to be submitted to the Trustee pursuant to the Trust Indenture and the Offering Circular and all
correspondence addressed to the Trustee shall be delivered to:
To the Trustee:
Attention:
Subject:

Development Bank of the Philippines – Trust Banking Group
SVP Ma. Teresa T. Atienza
ORIX Metro Finance and Leasing Corporation - P10 Billion Bond Programme

Address:

Development Bank of the Philippines
Sen. Gil J. Puyat Avenue corner Makati Avenue, Makati City
Philippines
(632) 8893-0942

Facsimile:

All documents and correspondence not sent to the above-mentioned address shall be considered as not to have been sent at
all.
(b) Notice to the Bondholders
The Trustee shall send all notices to Bondholders to their mailing address as set forth in the Registry. Except where a specific
mode of notification is provided for herein, notices to Bondholders shall be sufficient when made in writing and transmitted
in any one of the following modes: (i) registered mail; (ii) surface mail; (iii) by one-time publication in a newspaper of
general circulation in the Philippines; or (iv) personal delivery to the address of record in the Registry of Bondholders. The
Trustee shall rely on the Registry in determining the Bondholders entitled to notice. All notices shall be deemed to have been
received (i) ten (10) days from posting if transmitted by registered mail; (ii) fifteen (15) days from mailing, if transmitted by
surface mail; (iii) on date of publication or (iv) on date of delivery, for personal delivery.
(c) Binding and Conclusive Nature
Except as provided in the Trust Indenture, all notifications, opinions, determinations, certificates, calculations, quotations and
decisions given, expressed, made or obtained by the Trustee for the purposes of the provisions of the Trust Indenture, shall (in
the absence of willful default, bad faith or manifest error) be binding on the Company and all Bondholders. No liability to the
Company, the Paying Agent or the Bondholders shall attach to the Trustee in connection with the exercise or non-exercise by
it of its powers, duties and discretions under the Trust Indenture resulting from the Trustee’s reliance on the foregoing.
23. Duties and Responsibilities of the Trustee
(a) The Trustee is appointed as trustee for and on behalf of the Bondholders and accordingly shall perform such duties and
shall have such responsibilities as provided in the Trust Indenture. The Trustee shall, in accordance with the terms and
conditions of the Trust Indenture, monitor the compliance or non-compliance by the Company with all its representations
and warranties, and the observance by the Company of all its covenants and performance of all its obligations, under and
pursuant to the Trust Indenture. The Trustee shall observe due diligence in the performance of its duties and obligations
under the Trust Indenture. For the avoidance of doubt, notwithstanding any actions that the Trustee may take, the Trustee
shall remain to be the party responsible to the Bondholders, and to whom the Bondholders shall communicate with in
respect to any matters that must be taken up with the Company.
(b) The Trustee shall, prior to the occurrence of an Event of Default or after the curing of all such defaults which may have
occurred, perform only such duties as are specifically set forth in the Trust Indenture. In case of default, the Trustee shall
exercise such rights and powers vested in it by the Trust Indenture, and use such judgment and care under the
circumstances then prevailing that individuals of prudence, discretion and intelligence, and familiar with such matters,
exercise in the management of their own affairs.
(c) None of the provisions contained in the Trust Indenture or Offering Circular shall require or be interpreted to require the
Trustee to expend or risk its own funds or otherwise incur personal financial liability in the performance of any of its
duties or in the exercise of any of its rights or powers.
24. Resignation and Change of Trustee
(a) The Trustee may at any time resign by giving thirty (30) days’ prior written notice to the Company and to the
Bondholders of such resignation.
(b) Upon receiving such notice of resignation of the Company, the Company shall immediately appoint a successor trustee
by written instrument in duplicate, executed by its authorized officers, one (1) copy of which instrument shall be
delivered to the resigning Trustee and one (1) copy to the successor trustee. If no successor shall have been so appointed
and have accepted appointment within thirty (30) days after the giving of such notice of resignation, the resigning Trustee
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may petition any court of competent jurisdiction for the appointment of a successor, or any Bondholder who has been a
bona fide holder for at least six months (the “Bona Fide Bondholder”) may, for and on behalf of the Bondholders,
petition any such court for the appointment of a successor. Such court may thereupon after notice, if any, as it may deem
proper, appoint a successor trustee.
(c) A successor trustee should possess all the qualifications required under pertinent laws, otherwise, the incumbent trustee
shall continue to act as such.
(d) In case at any time the Trustee shall become incapable of acting, or has acquired conflicting interest, or shall be adjudged
as bankrupt or insolvent, or a receiver for the Trustee or of its property shall be appointed, or any public officer shall take
charge or control of the Trustee or of its properties or affairs for the purpose of rehabilitation, conservation or liquidation,
then the Company may within thirty (30) days therefrom remove the Trustee concerned, and appoint a successor trustee,
by written instrument in duplicate, executed by its authorized officers, one (1) copy of which instrument shall be
delivered to the Trustee so removed and one (1) copy to the successor trustee. If the Company fails to remove the
Trustee concerned and appoint a successor trustee, any Bona Fide Bondholder may petition any court of competent
jurisdiction for the removal of the Trustee concerned and the appointment of a successor trustee. Such court may
thereupon after such notice, if any, as it may deem proper, remove the Trustee and appoint a successor trustee.
(e) The Majority Bondholders may at any time remove the Trustee for cause, and appoint a successor trustee, by the delivery
to the Trustee so removed, to the successor trustee and to the Company of the required evidence of the action in that
regard taken by the Majority Bondholders.
(f) Any resignation or removal of the Trustee and the appointment of a successor trustee pursuant to any of the provisions
the Trust Indenture shall become effective upon the earlier of: (i) acceptance of appointment by the successor trustee as
provided in the Trust Indenture; or (ii) the effectivity of the resignation notice sent by the Trustee under the Trust
Indenture (a) (the “Resignation Effective Date”) provided, however, that after the Resignation Effective Date and, as
relevant, until such successor trustee is qualified and appointed (the “Holdover Period”), the resigning Trustee shall
discharge duties and responsibilities solely as a custodian of records for turnover to the successor Trustee promptly upon
the appointment thereof by the Company.
25. Successor Trustee
(a) Any successor trustee appointed shall execute, acknowledge and deliver to the Company and to its predecessor Trustee
an instrument accepting such appointment, and thereupon the resignation or removal of the predecessor Trustee shall
become effective and such successor trustee, without further act, deed or conveyance, shall become vested with all the
rights, powers, trusts, duties and obligations of its predecessor in the trusteeship with like effect as if originally named as
trustee in the Trust Indenture. The foregoing notwithstanding, on the written request of the Company or of the successor
trustee, the Trustee ceasing to act as such shall execute and deliver an instrument transferring to the successor trustee, all
the rights, powers and duties of the Trustee so ceasing to act as such. Upon request of any such successor trustee, the
Company shall execute any and all instruments in writing as may be necessary to fully vest in and confer to such
successor trustee all such rights, powers and duties.
(b) Upon acceptance of the appointment by a successor trustee, the Company shall notify the Bondholders in writing of the
succession of such trustee to the trusteeship. If the Company fails to notify the Bondholders within 10 days after the
acceptance of appointment by the trustee, the latter shall cause the Bondholders to be notified at the expense of the
Company.
26. Reports to the Bondholders
(a) The Trustee shall submit to the Bondholders on or before February 28 of each year from the relevant Issue Date until full
payment of the Bonds through electronic mail a brief report dated as of December 31 of the immediately preceding year
with respect to any action taken by the Trustee in the performance of its duties under the Trust Indenture which it has not
previously reported and which in its opinion materially affects the Bonds and/or Majority Bondholders, except action in
respect of a default, notice of which has been or is to be withheld by it.
(b) he Trustee shall submit to the Bondholders through electronic mail a brief report within 90 days from the making of any
advance for the reimbursement of which it claims or may claim a lien or charge which is prior to that of the Bondholders
on the property or funds held or collected by the Paying Agent with respect to the character, amount and the
circumstances surrounding the making of such advance; provided that, such advance remaining unpaid amounts to at
least ten percent (10%) of the aggregate outstanding principal amount of the Bonds at such time.
(c) The following pertinent documents may be inspected during regular business hours on any Business Day at the principal
office of the Trustee:
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(i) Trust Indenture;
(ii) Registry and Paying Agency Agreement; and
(iii) Articles of Incorporation and By-Laws of the Company.
27. Meetings of the Bondholders
A meeting of the Bondholders in respect of a particular Series or Tranche may be called at any time for the purpose of taking
any actions authorized to be taken by or on behalf of the Bondholders of any specified aggregate principal amount of Bonds
under any other provisions of the Trust Indenture or under the law and such other matters related to the rights and interests of
the Bondholders under the Bonds.
(a) Notice of Meetings
The Trustee may at any time call a meeting of the Bondholders, or the Bondholders of at least twenty-five percent (25%)
of the aggregate outstanding principal amount of Bonds may direct in writing the Trustee to call a meeting of the
Bondholders, to take up any allowed action, to be held at such time and at such place as the Trustee shall determine.
Notice of every meeting of the Bondholders, setting forth the time and the place of such meeting and the purpose of such
meeting in reasonable detail, shall be sent by the Trustee to the Company and to each of the registered Bondholders not
earlier than forty five (45) days nor later than fifteen (15) days prior to the date fixed for the meeting. Each of such
notices shall be published in a newspaper of general circulation as provided in the Trust Indenture. All reasonable costs
and expenses incurred by the Trustee for the proper dissemination of the requested meeting shall be reimbursed by the
Company within ten (10) days from receipt of the duly supported billing statement.
(b) Failure of the Trustee to Call a Meeting
In case at any time the Company or the Bondholders of at least twenty five percent (25%) of the aggregate outstanding
principal amount of the Bonds shall have requested the Trustee to call a meeting of the Bondholders by written request
setting forth in reasonable detail the purpose of the meeting, and the Trustee shall not have mailed and published, in
accordance with the notice requirements, the notice of such meeting, then the Company or the Bondholders in the amount
above specified may determine the time and place for such meeting and may call such meeting by mailing and publishing
notice thereof.
(c) Quorum
The Trustee shall determine and record the presence of the Majority Bondholders, personally or by proxy. The presence
of the Majority Bondholders shall be necessary to constitute a quorum to do business at any meeting of the Bondholders.
(d) Procedure for Meetings
(i) The Trustee shall preside at all the meetings of the Bondholders, unless the meeting shall have been called by the
Company or by the Bondholders, in which case the Company or the Bondholders calling the meeting, as the case
may be, shall in like manner move for the election of the chairman and secretary of the meeting.
(ii) Any meeting of the Bondholders duly called may be adjourned for a period or periods not to exceed in the aggregate
of one (1) year from the date for which the meeting shall originally have been called and the meeting as so adjourned
may be held without further notice. Any such adjournment may be ordered by persons representing a majority of the
aggregate principal amount of the Bonds represented at the meeting and entitled to vote, whether or not a quorum
shall be present at the meeting.
(e) Voting Rights
To be entitled to vote at any meeting of the Bondholders, a person shall be a registered holder of one (1) or more Bonds
or a person appointed by an instrument in writing as proxy by any such holder as of the date of the said meeting.
Bondholders shall be entitled to one vote for every Ten Thousand Pesos (P10,000) of the principal amount of Bonds held.
The only persons who shall be entitled to be present or to speak at any meeting of the Bondholders shall be the persons
entitled to vote at such meeting and any representatives of the Company and its legal counsel.
(f) Voting Requirement
All matters presented for resolution by the Bondholders in a meeting duly called for the purpose shall be decided or
approved by the affirmative vote of the Majority Bondholders present or represented in a meeting at which there is a
quorum except as otherwise provided in the Trust Indenture (please refer to the preceding discussion on “Quorum”).
Any resolution of the Bondholders which has been duly approved with the required number of votes of the Bondholders
44

as provided in the Trust Indenture shall be binding upon all the Bondholders and the Company as if the votes were
unanimous; provided, that in respect of any matter pertaining to matters relating to the relevant Series or Tranche of
Bonds, only the concerned Bondholders of a particular Series or Tranche will be considered for quorum and approval
purposes in any meeting in which any such matter is presented for resolution;
(g) Role of the Trustee in Meetings of the Bondholders
Notwithstanding any other provisions of the Trust Indenture, the Trustee may make such reasonable regulations as it may
deem advisable for any meeting of the Bondholders, in regard to proof of ownership of the Bonds, the appointment of
proxies by registered holders of the Bonds, the election of the chairman and the secretary, the appointment and duties of
inspectors of votes, the submission and examination of proxies, certificates and other evidence of the right to vote and
such other matters concerning the conduct of the meeting as it shall deem fit.
28. Amendments
The Company and the Trustee may, without notice to or the consent of the Bondholders or other parties, amend or waive
these General Terms and Conditions if such amendment or waiver is of a formal, minor, or technical nature or to correct a
manifest error or inconsistency provided in all cases that such amendment or waiver does not adversely affect the interests of
the Bondholders and provided further that all Bondholders are notified of such amendment or waiver.
The Company and the Trustee may amend these General Terms and Conditions without notice to every Bondholder, but with
the written consent of the Majority Bondholders (including consents obtained in connection with a tender offer or exchange
offer for the Bonds). However, without the consent of each Bondholder affected thereby, an amendment may not:
(a)
(b)
(c)
(d)

(e)
(f)
(g)
(h)
(i)
(j)

reduce the percentage amount of Bonds that must consent to an amendment or waiver;
reduce the rate of or extend the time for payment of interest on any Bond;
reduce the principal of or extend the Maturity Date of any Bond;
impair the right of any Bondholder to receive payment of principal of and interest on such Bondholder’s Bonds on or
after the due dates therefor or to institute suit for the enforcement of any payment on or with respect to such
Bondholders;
reduce the amount payable upon the redemption or repurchase of any Bond under these General Terms and Conditions or
change the time at which any Bond may be redeemed;
make any Bond payable in money other than that stated in the Bond;
subordinate the Bonds to any other obligation of the Company;
release any security interest that may have been granted in favor of the Bondholders;
amend or modify the Payment of Additional Amounts, Taxation, the Events of Default of these General Terms and
Conditions or the Waiver of Default by the Bondholders; or
make any change or waiver of this Condition.

It shall not be necessary for the consent of the Bondholders under this Condition to approve the particular form of any
proposed amendment, but it shall be sufficient if such consent approves the substance thereof. After an amendment under this
Condition becomes effective, the Company shall send a notice briefly describing such amendment to the Bondholders in the
manner provided in the section entitled “Notices”.
29. Evidence Supporting the Action of the Bondholders
Wherever in the Trust Indenture it is provided that the Bondholders of a specified percentage of the aggregate outstanding
principal amount of the Bonds may take any action (including the making of any demand or requests and the giving of any
notice or consent or the taking of any other action), the fact that at the time of taking any such action the holders of such
specified percentage have joined therein may be evidenced by: (i) any instrument executed by the Bondholders in person or
by the agent or proxy appointed in writing or (ii) the duly authenticated record of voting in favor thereof at the meeting of the
Bondholders duly called and held in accordance herewith or (iii) a combination of such instrument and any such record of
meeting of the Bondholders.
30. Non-Reliance
Each Bondholder also represents and warrants to the Trustee that it has independently and, without reliance on the Trustee,
made its own credit investigation and appraisal of the financial condition and affairs of the Company on the basis of such
documents and information as it has deemed appropriate and that he has subscribed to the Bonds on the basis of such
independent appraisal, and each Bondholder represents and warrants that it shall continue to make its own credit appraisal
without reliance on the Trustee. The Bondholders agree to indemnify and hold the Trustee harmless from and against any and
all liabilities, damages, penalties, judgments, suits, expenses and other costs of any kind or nature with respect to its
obligations under the Trust Indenture, except for its gross negligence or wilful misconduct.
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31. Governing Law
The Trust Indenture and other related documents are governed by and are construed in accordance with Philippine law.
32. Venue
Any suit, action, or proceeding against the Company with respect to the Bonds or the Contracts or on any judgment entered
by any court in respect thereof may be brought in any competent court in the City of Makati, and the parties submit to the
exclusive jurisdiction of such courts for the purpose of any such suit, action, proceeding or judgment, the Company and
Bondholders expressly waiving other venue.
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DESCRIPTION OF THE COMPANY
Introduction
OMLFC is a leasing and finance company that offers finance lease and mortgage loans of trucks and various types of equipment.
It also offers business solutions such as the full-service operating lease of vehicles with maintenance and fleet management,
computers, and forklifts through its subsidiary ORIX Rental Corporation. OMLFC is a joint venture between the Metropolitan
Bank & Trust Company (“Metrobank”) and ORIX Corporation of Japan. The merger with these two companies contributed to the
widening of OMLFC’s network through the nationwide presence of Metrobank as well as gain from the over 50-year experience
of one of Japan’s leading diversified financial services, Orix Corporation.
The Company has over 100 branches in strategic locations all over the nation with 10 offices in Metro Manila. The remaining
branches are situated in Luzon, Visayas and Mindanao as part of the Company’s strategy of servicing the requirements of the
Small-Medium Enterprise market in the countryside.
History
OMLFC was incorporated in June 1977 as Consolidated ORIX Leasing and Finance Corporation and was granted the authority to
operate as a finance company the following month. Its first ever branch was opened in Cebu in September 1980. A milestone
event came in 2000 when Metrobank became the joint venture partner of ORIX Corporation and renamed the Company to ORIX
METRO Leasing and Finance Corporation to reflect the change in ownership. The merger proved to be beneficial for OMLFC as
it was able to leverage on the international reputation of ORIX Corporation and the extensive market reach of Metrobank through
its numerous branch offices nationwide.
Initially starting with a few branches, OMLFC has grown to a total of 111 branch networks all over the country as of 31 July
2019. The Company’s rapid expansion in the countryside, where about 90 percent of its branches are located, gave the advantage
of capturing the high-yielding mortgage loans business to small and medium enterprises (SMEs) in the provinces, thus leading to
the Company’s consequent shift of the majority of its revenue to financing income. In August 2007, OMLFC was granted
authority by the Bangko Sentral ng Pilipinas (BSP) to engage in quasi-banking functions.
OMLFC has been in the industry for over 40 years and has become one of the most trusted partners of multinational and big local
companies as well as SMEs in building their businesses. Its strong financial performance has allowed OMLFC to enjoy over 17
percent return on average equity (ROE) for the past 12 years, making it one of the most profitable leasing and finance companies
with the widest market reach all over the Philippines.
Corporate Milestones
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Shareholders Structure
The Company's common stockholders, with their respective shareholdings, as of June 30, 2019 are as
follows:
Name

No. of Shares Held

Metropolitan Bank and Trust Company
Orix Corporation
First Metro Investment Corporation
Various Stockholders

% to Total

19,848,316
19,848,316
9,924,156
9

39.99%
39.99%
19.99%
Less than 0.1%

49,620,797

100.00%



Metropolitan Bank and Trust Company is a universal bank based in the Philippines. As of June 30, 2019, it is the second
largest Philippine bank by asset size with total assets amounting to ₱2.24 trillion and has the second largest distribution
network with 953 branches in the Philippines, of which 703 are operated by the Bank and 250 operated by PSBank.



ORIX Corporation is one of Japan’s leading diversified financial services institutions with over 50 years of experience in the
industry. Its businesses include corporate financial services, property leasing, guarantee service, equipment rentals, life
insurance, B2B transactions and other investment solutions. It is the second Japan-based financial institution listed in the
NYSE, has US$ 109 billion in total assets and has presence in 38 countries. As of March 2019, ORIX Corporation has been
granted a credit rating of A3 (stable) by Moody’s.



First Metro Investment Corporation is the investment banking arm of the Metrobank Group. With a 56-year track record in
origination, structuring, execution, and distribution, it is one of the largest investment banks in the country. As proof of its
leadership in the domestic scene, FMIC has and is continuing to garner awards from reputable institutions such as Global
Finance, Alpha Southeast Asia, The Asset, and IHAP.

Subsidiaries
The businesses of OMLFC’s subsidiaries are as follows:
ORIX Rental Corporation is a wholly-owned subsidiary of OMLFC and is engaged in providing long-term full-service
operating lease (FSOL) of cars, motor vehicles, light trucks and computers. As of September 30, 2019, they have a fleet
of 8,046 cars, pick-up trucks, vans, and light trucks, and cater mostly to multinational corporations and big local
corporations.
OMLF Insurance Agency, Inc., caters to the insurance requirements of OMLF Group of Companies as an insurance
agency.
OMLF International Trading & Development Corporation is engaged in the operating lease of real properties with
improvements for warehouse as well as plant buildings and facilities. The company mainly offers these products to
multinational clients.
ORIX Auto Leasing Philippines Corporation is a wholly-owned subsidiary of OMLFC that was engaged in car-rental
operations on short and long-term basis. In 2019, it has surrendered its LTFRB franchise and exited the car-rental
business. The company is still operational, with revenues limited to rental of office property. Most of its personnel have
been transferred to ORIX Rental Corporation. The major clientele were multinational and local large corporations.
OMLF Servicer Corporation is a 60 percent-owned subsidiary of OMLFC. It is engaged in the general servicing
business by providing credit and collection functions to individuals, firms or corporations, including the collection of
delinquent accounts in the country and internationally.
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Competitive Strengths
Solid Track Record
OMLFC has been in the industry for over 41 years making it one of the most trusted partner of small and medium-sized
enterprises as well as of multinational and big local companies in building their businesses. The Company has a solid track record,
delivering over 17% ROE to its shareholders for over 12 consecutive years. This extensive experience combined with highcaliber management expertise has enabled the Company to become one of the country’s most profitable financial institutions with
the widest market reach all over the Philippines.
Strong and Experienced Shareholders
OMLFC’s success can be attributed to its Management’s expertise in the field of leasing and finance as well as support from its
strong shareholders, Metrobank and ORIX Corporation, Japan.
Metrobank is a universal bank based in the Philippines. As of June 30, 2019, it is the second largest Philippine bank by asset size
with total assets amounting to ₱2.24 trillion and has the second largest distribution network with 953 branches in the Philippines,
of which 703 are operated by the Bank and 250 operated by PSBank.
ORIX Corporation is one of Japan’s leading diversified financial services institutions with over 50 years of experience in the
industry. It is the second Japan-based financial institution to be listed in the NYSE, has US$ 100 billion in total assets and has
presence in 38 countries as of December 31, 2018. As of March 31, 2019, ORIX Corporation has been granted a credit rating of A(negative) by Standard and Poor, A- (stable) by Fitch and A3 (stable) by Moody’s.
Extensive and Strategically Located Branch Network
Initially starting with a few branches, OMLFC grew its branch network to 111 (as of June 30, 2019) strategically located all over
the Philippines. Ninety percent (90%) of its branches are located outside Metro Manila catering to the small and medium
enterprises in the countryside as margins generated from these clients are more attractive. The expansion in coverage likewise
resulted in the growth of OMLFC’s client base.
Strong Financial Performance
For the past four years, the Group’s revenue grew at a CAGR of 14.66% to ₱ 6.02 billion in 2018 from ₱ 3.09 billion in 2014. The
growth in revenues can be attributed to the lending units at the countryside contributing to 77% of the Company’s new bookings
as well as repeat customers from its multinational and big local companies segment in 2017. Selling, General and Administrative
expenses have been properly managed averaging 48.67% of total revenue. As a result, Net Income Margin has consistently been
above 19%. The stellar financial performance has allowed OMLFC to enjoy an ROE of over 17% for the past 12 years making it
one of the most profitable leasing and finance companies in the Philippines.
Superior Asset Quality
In terms of product lines, OMLFC and its subsidiaries cover small and medium-sized enterprises as well as multinationals
and other triple A accounts by being able to offer both financial and operating leases under different taxation modes
made possible by OMLFC and its subsidiaries. Consumer loans offered mainly by the branches on the other hand
present greater credit risks but margins are very attractive. The collection experience on the consumer loans is very good.
The margin for operating leases catering to multinationals and other triple A accounts are generally low but portfolio quality is
excellent.
OMLFC’s continues to benefit from its prudent approach to risk management and conservative lending practices, as it continues to
maintain its superior asset quality with NPL Ratios, 1.14%, 1.59% and 1.90% as of September 30, 2016, 2017 and 2018,
respectively. As of June 30, 2019, NPL ratio is at 3.26%. The Company’s NPLs annual ratios have consistently been below the
industry average, based on BSP data on Non-Bank Financial Institutions with Quasi-Banking Functions.
Products and Services
OMLFC’s primary business is providing leasing and financing services to multinational and to small and medium enterprises all
over the Philippines. Its rapid expansion in the countryside, where about 90% of its branches are located, gave the advantage of
capturing the high-yielding mortgage loan business to the small and medium enterprises in the provinces. The Company, through
its subsidiaries, also engages in operating lease, warehouse leasing, receivables discounting and solar power Integration
Finance Lease
A finance lease is a lease that transfers substantially all the risks and rewards incident to ownership of an asset. Title may or may
not eventually be transferred. Finance leases are availed by Corporates and Middle Markets segments. Finance lease services
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include:
 Truck Lease Financing,
 Heavy-equipment Lease Financing
 Medical Equipment Lease Financing
 Farm Equipment Lease Financing
 Printing Equipment Lease Financing
 Forklift Lease Financing
 Office Equipment Lease Financing

Mortgage Loans
Mortgage Loan is a type of credit facility in the form of a loan to finance short or long-term fund requirement. Repayment is
computed by amortizing the principal amount (proceeds) over a specified period at a given effective rate. This facility is secured
by a mortgage on real or personal (chattel) property. Mortgage Loans can be availed by Corporates and SMEs. Mortgage loans
services include:
 Vehicle Loans
 Equipment Loans

Receivables Discounting
This targets corporates and SMEs with receivables from customers. Receivables discounting services include:
 Installment Papers Purchased (IPP): Installment Paper Purchased enables the borrower to generate cash through the sale
of their existing installment sales contracts on a discounted basis. The sale is done on a “with” or “without” recourse
basis
 Receivables Purchased (RP): This involves the sale of short term receivables (less than 12 months) by traders on a “with”
or “without” recourse basis supported by sales invoices plus delivery receipts and, whenever applicable, post dated
checks of customers.

Operating Lease
An operating lease is a contract that allows for the use of an asset but does not convey ownership rights of the asset. This is
primarily offered by our subsidiary Orix Rental Corporation. Operating leases are availed by Corporates and MNCs. Operating
lease services include:
 Full Service Operating on Lease for Cars
 Full Service Operating on Lease for Light Trucks
 PC Rental / IT equipment

Customer Profile
OMLFC’s key customers belong to the following industries:
Market Sector (as of June 30, 2019)
Services
Trading / Commercial
Construction
Agriculture, Fishery, and Forestry
Others
TOTAL

% of Total Business
33.76%
25.85%
24.04%
7.79%
8.56%
100.00%
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The Company is not reliant on any one industry and client. Its customer profile is diversified among different industries with the
biggest share in the services and trading/commercial market sectors.

Loan and Lease Portfolio of the Company and Its Subsidiaries
Typical Financing Terms
The terms of lease contract receivables vary from two (2) to five (5) years. Mortgage loans on the other hand have terms from one
(1) to five (5) years.
Loan Concentration
As of June 30
As of September 30
2019
2018
2017
Amount
%
Amount
%
Amount
%
Transportation, storage and communication
13,695,477,066
30.39%
13,057,178,066
27.17%
11,106,933,156
27.59%
Wholesale and retail trade
10,605,172,177
23.53%
10,704,933,735
22.28%
8,515,706,954
21.15%
Construction
9,814,769,822
21.78%
10,383,600,556
21.61%
7,262,163,904
18.04%
Financial Intermediaries
4,294,357,327
9.53%
6,681,630,017
13.90%
6,803,256,588
16.90%
Agricultural, hunting and forestry
3,189,090,588
7.08%
3,352,635,658
6.98%
3,111,099,850
7.73%
Others*
3,463,876,405
7.69%
3,876,685,491
8.06%
1,926,575,204
8.59%
45,062,743,385
100.0%
48,056,663,523
100.0%
40,255,790,368
100.0%
Less allowance for credit losses
934,595,092
737,818,453
579,923,295
44,128,148,293
47,318,845,070
39,675,867,073
*Others consist of the following: manufacturing, other community social and personal activities, mining and quarrying, real estate, renting and business activities,
electricity, gas and water, and photo studio center.
Concentration by Industry

As of June 30, 2019 and September 30, 2018 and 2017, 92.31%, 91.94% and 91.41%, respectively, of the Group’s financing and
leasing portfolio consisted of exposures to the following industries: Transportation and communication, Wholesale and retail
trade, Construction, Financial intermediaries and Agriculture Hunting and forestry.
The table below shows the Issuer’s gross loans classified by location.

Concentration by Location
Luzon (except Metro Manila)
Metro Manila
Mindanao
Visayas

As of June 30
2019
Amount
20,711,095,616
11,354,018,104
6,445,455,840
6,552,173,825
45,062,743,385

Less allowance for credit losses

As of September 30
%
45.96%
25.20%
14.30%
14.54%
100.00%

934,595,092
44,128,148,293

2018
Amount
20,928,823,123
14,252,612,974
6,448,055,946
6,427,171,480
48,056,663,523
737,818,453
47,318,845,070

%
43.55%
29.66%
13.42%
13.37%
100.00%

2017
Amount
16,299,460,444
13,821,835,521
5,212,941,805
4,921,552,598
40,255,790,368
579,923,295
39,675,867,073

%
40.49%
34.34%
12.95%
12.23%
100.00%

Policies and Procedure for Loans, Investments and Other Assets
As a Quasi-bank licensed financial institution, OMLF’s credit granting process is governed primarily by the relevant provisions of
the Bangko Sentral ng Pilipinas (BSP) Manual of Regulations for Non-Bank Financial Institutions (MORNBFI). However, OMLF
also has a robust Credit Manual in place that spells out the specific policies and procedures for the granting of loans and credits.
In particular, all loans and investment proposals are subject to approval by the appropriate Credit Authorities or Credit
Committees depending on the value of the exposure. This requires joint approvals of at least two (2) officers for approvals at the
branch level and at least three (3) officers at the Committee level.
There are three (3) Sub-Credit Committees, a Credit Committee and an Executive Committee composed of at least three (3)
Officers appointed in writing by the Board of Directors. The composition of these Committees are reviewed and approved by the
Board annually.
At the Branch level, the approving limits range from ₱1.0 Million to ₱10.0 Million and in certain cases, approvals are limited to
certain asset types only. The sub-Credit Committees and the Credit Committee, on the other hand, have approval limits ranging
from ₱10.0 Million to ₱75.0 Million. Any Credit beyond ₱75.0 Million shall be subject to approval by the Executive Committee.
However, for Credits beyond ₱200.0 Million, a further clearance has to be secured from the Credit and Investment Committee of
ORIX Corporation in Tokyo.
The level of Authority required for approval of any credit extension is determined by the sum total of all facilities granted,
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whether direct or contingent or indirect obligations via acceptances, endorsements and/or guarantees executed plus the proposed
transaction
Loss Provision Policy
Impairment
The adoption of PFRS 9 has fundamentally changed the Group’s measurement of impairment losses for its financial assets – from
PAS 39’s incurred loss approach to a forward-looking expected credit loss (ECL) approach. Under PFRS 9, the Group is required
to provide ECL for all loans and other debt financial assets not held at FVTPL, which include, but are not limited to, loans and
other receivables, and investment in bonds, together with loan commitments and financial guarantee contracts. The allowance is
based on the ECLs associated with the risk of default in the next twelve months unless there has been a significant increase in
credit risk since origination or the financial assets are impaired where lifetime ECL is provided. If the financial asset meets the
definition of purchased or originated credit impaired (POCI), the allowance is based on the change in the ECLs over the life of the
asset. On the other hand, the previous incurred loss approach under PAS 39 recognized credit losses only when there is an
objective evidence of impairment.
ECLs are based on the difference between the contractual cash flows due in accordance with the contract and all the cash flows
that the Group expects to receive. The cash shortfall is then discounted at the financial asset’s original effective interest rate.
Under the general approach that considers assessment of the significant increase in credit risk, the ECL calculation is comprised of
three components - probability of default (PD), loss given default (LGD), and exposure at default (EAD). PD captures the
counterparty’s risk of default. LGD reflects the amount of expected losses upon default. EAD is largely the on-balance sheet
amounts and off-balance sheet amounts in the event of a default.
In the staging assessment, the Group determines if the financial assets demonstrate significant increase/improvement in credit risk
as of the reporting dates. A combination of quantitative thresholds and expert judgment is applied in classifying the financial
assets into stages. Financial assets that do not demonstrate significant increase in credit risk are classified under Stage 1, while
financial assets that demonstrate significant increase in credit risk since origination but there is no objective evidence of
impairment as of reporting date are classified under Stage 2. Financial assets with objective evidence of impairment are classified
under Stage 3.
Accordingly, the 12-month ECL is computed for Stage 1 accounts, while the lifetime ECL is calculated for Stage 2 and Stage 3
accounts. Furthermore, in computing for the probability-weighted ECL, calibration factors, such as point-in-time PD as of the
reporting date, forward looking inputs such as macro-economic factors and scenario weights are imputed into the baseline model.
Breakdown of Receivables Portfolio
Type of Collateral/Security
As of September 30, 2017 (In ₱ Thousands)
Collateral

Lease Receivables

REAL ESTATE MORTGAGE
HEAVY EQUIPMENT
MACHINERY

% to total

Finance
Receivables

% to total

TOTAL

-

0.00%

154,070

0.50%

154,070

1,197,654

22.45%

5,909,530

19.21%

7,107,183

400,394

7.50%

403,782

1.31%

804,177

CARS

1,111,005

20.82%

998,272

3.24%

2,109,277

TRUCKS

1,474,533

27.64%

20,913,666

67.98%

22,388,199

OFFICE EQUIPMENT
OTHER MOVABLES
UNSECURED
DEED OF ASSIGNMENT
GRAND TOTAL

87,542

1.64%

28,588

0.09%

116,130

1,064,037

19.94%

1,425,249

4.63%

2,489,286

-

0.00%

90,527

0.29%

90,527

5,335,165

0.00%
100.00%

840,259
30,763,944

2.73%
100.00%

840,259
36,099,108

As of September 30, 2018 (In ₱ Thousands)
Collateral
REAL ESTATE MORTGAGE
HEAVY EQUIPMENT
MACHINERY

Lease Receivables

% to total

Finance
Receivables

% to total

TOTAL

-

0.00%

137,964

0.36%

137,964

1,800,795

29.32%

8,090,383

20.99%

9,891,178

346,361

5.64%

410,744

1.07%

757,104

CARS

1,243,865

20.25%

1,326,051

3.44%

2,569,917

TRUCKS

1,517,342

24.71%

26,205,631

67.99%

27,722,973

OFFICE EQUIPMENT

77,385

1.26%

14,465

0.04%

91,850

1,155,627

18.82

1,544,472

4.01%

2,700,099

UNSECURED

-

0.00%

70,923

0.18%

70,923

DEED OF ASSIGNMENT

-

0.00%

745,063

1.93%

745,063

OTHER MOVABLES
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GRAND TOTAL

6,141,375

100.00%

38,545,697

100.00%

44,687,072

As of June 30, 2019 (In ₱ Thousands)
Collateral

Lease Receivables

MACHINERY

Finance
Receivables

% to total

TOTAL

-

0.00%

152,051

0.39%

152,050.98

1,660,133

28.65%

7,870,342

20.25%

9,530,474.73

405,164

1.04%

852,650.71
2,364,138.26
27,869,584.39

REAL ESTATE MORTGAGE
HEAVY EQUIPMENT

% to total

447,486

7.72%

CARS

1,062,725

18.34%

1,301,413

3.35%

TRUCKS

1,312,240

22.65%

26,557,344

68.34%

5,360

0.01%

113,714.90
3,080,993.74

OFFICE EQUIPMENT
OTHER MOVABLES

108,355
1,203,411

20.77%

1,877,583

4.83%

-

0.00%

67,959

0.17%

67,958.55

621,924
38,859,141

1.60%

621,924.27

100.00%

44,653,491

UNSECURED
DEED OF ASSIGNMENT
GRAND TOTAL

1.87%

5,794,350

0.00%
100.00%

Non-Performing Loans
Loans, investments, receivables, or any financial asset shall be considered non-performing, even without any missed contractual
payments, when it is considered impaired and/or there is evidence that full repayment of principal and interest is unlikely without
foreclosure of collateral, if any. All other loans, even if not considered impaired, shall be considered non-performing if any
principal and/or interest are unpaid for more that ninety (90) days from contractual due date, or accrued interests for more than
ninety (90) days have been capitalized, refinanced, or delayed by agreement. Microfinance and other small loans with similar
credit characteristics shall be considered non-performing after contractual due date or after it has become past due. Restructured
loans shall be considered non-performing. However, if prior to restructuring, the loans were categorized as performing, such
classification shall be retained. (BSP Cir. 941)
OMLFC NPL ratio from 2014 to 2018 has consistently been below industry average. NPL levels as of September 30, 2016, 2017,
2018 and as of June 30, 2019 are 1.14%, 1.59%, 1.90% and 3.26%, respectively.
Funding
The Company’s primary funding source remains to be its bills payables which consist of borrowing and deposit substitutes. The
total outstanding bills payable of ₱39.09 billion as of September 30, 2018 is composed of ₱29.58 billion worth of bank
borrowings and ₱9.50 billion of deposit substitutes. The borrowings figures showed annual hikes which is consistent with the
funding requirements of the Company’s growing portfolio. As of June 30, 2019, total outstanding bills payable amounted to
₱36.01 billion composed of ₱27.12 billion worth of bank borrowings and ₱8.89 billion of deposit substitutes.
As of June, 30, 2019, most borrowings have contractual interest rates. Save for its dollar-denominated loans from Sumitomo
Mitsui Banking Corporation (SMBC), Mizuho Bank, Ltd. and Metropolitan Bank and Trust Company (Metrobank), all other
borrowings are also in the local currency. The SMBC, Mizuho and MBTC loans are USD loans which have floating rates, but are
effectively fixed due to application of the cash flow of the cash flow hedge accounting. These USD loans account for 24.59% of
the Company’s outstanding bills payable.

Capital (on a solo basis, as reported to the BSP)
As of September 30

As of June

Common Equity Tier 1 Ratio

2016
13.93%

2017
13.05%

2018
12.87%

2019
13.02%

Capital Conservation Buffer

2.50%

7.05%

6.87%

7.02%

Tier 1 Capital Ratio

14.1%

13.05%

12.87%

13.02%

Total Capital Adequacy Ratio

14.9%

13.86%

13.89%

13.63%

OMLFC has consistently complied with BSP’s regulatory and capital ratio requirements as its CAR remains to be above the
regulatory minimum of 10.0%. As of June 30, 2019, the Company’s CAR was 13.63%.
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Competition
OMLFC’s major competitors include BDO Leasing, BPI Century Tokyo Lease & Finance Corporation (“BPI Tokyo”), RCBC
Leasing & Finance Corporation (“RCBC Leasing”), and Toyota Financial Services Phils. Corporation (“TFSPH”).
OMLFC competes with other financing companies also affiliated with top financial institutions that have wide branch networks.
However, the company believes it can compete with the other companies by its faster turnaround time, extensive branch network
and competitive pricing of interest rates.
The Company is widely considered a dominant player in the leasing and financing industry.
Below are the key financial indicators of the top 5 key players in the market
As of 2018 (In ₱ Millions)

Net Income

Asset

Liabilities

Equity

OMLFC

1,301

51,748

43,650

8,098

TFSPH

787

83,509

74,053

9,456

BDO Leasing

331

41,540

36,197

5,343

BPI Century Tokyo

36

14,767

12,578

2,189

RCBC Leasing

121

11,117

9,869

1,248

*Source: Philippine Finance Association
Risk Management Structure
OMLFC’s risk management process follows a topdown approach that starts with the Board of Directors as it is ultimately
responsible for establishing and maintaining a sound risk management system and for setting the overall institutional risk
tolerance for the Company. The Risk Oversight Committee (“ROC”) advises the Board on the Company’s overall current and
future risk appetite, oversees senior management’s adherence to the risk appetite statement, and reports on the state of risk culture
of the Company. The ROC is composed of at least three (3) members of the Board of Directors, majority are Independent
Directors, including the Chairperson.
The ROC with the assistance of the Risk Management Department (“RMD”) is actively involved in planning, approving,
reviewing, and assessing all risks involved within the Company and is responsible for setting its overall corporate governance
strategy and risk appetite. The Company reviews the policies for managing each risk which are summarized as follows:
Various Types of Risk
Credit Risk
The Company manages credit risk, i.e., the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss, by setting limits for individual and group of borrowers and for geographical and
industry segments. The Company maintains a general policy of avoiding excessive exposure in any particular sector of the
economy. The Company maintains a general policy of avoiding excessive exposure in a particular sector of the economy.
While the Company actively seeks to increase its exposure in industries which it believes possess attractive growth opportunities,
it also actively seeks to reduce its exposure in industries where growth potential is minimal. Although the Company’s leasing and
loans portfolio is composed of transactions with a wide variety of businesses, the results of operation and financial condition of
the Company may be adversely affected by any downturn in these sectors as well as in the Philippine economy in general.
Market Risk
The Company’s market risk (the risk of loss to future earnings, to fair values or to future cash flows that may result from changes
in the price of a financial instrument) originates from its foreign currency-denominated loans. The value of a financial instrument
may change as a result of changes in interest rates, foreign currency exchange rates, commodity prices, equity prices and other
market changes.
The RMD performs monthly market risk analyses to ensure compliance with its policies and procedures. Assets and liabilities of
the Company maybe mismatched and are vulnerable to movements in yields. Positive or negative gap is executed depending on
the outlook on interest rates.
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Interest Rate Risk
OMLFC 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 Company’s policy is to manage its interest cost using a mix of fixed and floating rate
debt. The Company monitors its exposures to fluctuations in interest rates by measuring the impact of interest rate movements on
its interest income. This is done by modeling the impact of various changes in interest rates to the Company’s interest sensitive
assets and liabilities.
Foreign Currency Risk
While OMLFC has a United States Dollar (USD) denominated bills payable amounting to US$56.18 million and US$239,055 as
at September 30, 2018 and 2017, respectively, foreign currency risk is reduced since it is backed up with six (6) and five (5) USDdenominated lease transactions with outstanding balance of US$234,720 and US$445,248 as at September 30, 2018 and 2017,
respectively, for a fixed spread over the cost of borrowing. In 2018, the Company also entered into a cross currency swap to hedge
the related foreign currency risk of certain USD denominated bills payable. The transaction qualifies for hedge accounting. The
gains or losses arising from foreign currency risk and interest rate risk on outstanding USD-denominated loan are expected to be
offset by the changes in the value of the cross currency swap. The Company also has deposit in banks amounting to US$109,685
and US$247,456 as at September 30, 2018 and 2017. The Company has no other financial instruments with exposure to foreign
currency risk.
Liquidity Risk
The primary business of financing companies entails the borrowing and re-lending of funds. Consequently, financing companies
are subject to substantial leverage, and may therefore be exposed to the potential financial risks that accompany borrowing. In
relation to its various borrowing arrangements, the Company is currently subject to certain requirements relating to the
maintenance of acceptable liquidity and leverage ratios. The Treasury Marketing and Funds Management Department has the
primary responsibility for managing the Company’s sources of financing and cash position. The Company believes that its current
policies with respect to liquidity and leverage are prudent. The Company maintains what it believes to be a sufficient cash level
and manages its liquidity by managing the maturity profile of its outstanding loans. The Company expects no material change in
its policies relating to liquidity and leverage. The Company expects that its continued asset expansion will result in higher funding
requirements in the future. The Company currently has adequate credit lines from various banks and deposit substitutes generated
from the quasi-banking functions of the Company.

55

MANAGEMENT
Organizational Chart
The figure below shows the Company’s organizational chart as of June 30, 2019

Board of Directors
As of the date hereof, the composition of the Board of Directors of OMFLC is as follows:
Name
Vicente R. Cuna, Jr.
Shintaro Yamaji
Atty. Justina F. Callangan
Victoria B. Villa
Jose M. Chan, Jr.
Protacio C. Bantayan, Jr.
Constancio B. Tan
Lita S. Tan
Harukazu Yamaguchi
Mary Mylene A. Caparas
Atty. Roy Y. Martelino
Carmelita A. Tiongson


Title
Chairman of the Board
Director
Independent Director
Independent Director
Independent Director
Adviser to the Board
President
Director
Director
Treasurer/Director
Corporate Secretary
Asst. Corporate Secretary

Vicente R. Cuna, Jr. is the Chairman of the Board since March 2016. He serves as the Senior Executive Vice President of
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Metrobank, and is the Vice-Chairman of Philippine Savings Bank. He holds a degree in A.B. Economics.


Shintaro Yamaji serves as Director since April 2019. He holds a degree in Economics.



Atty. Justina F. Callangan serves as an Independent Director since June 2019. She holds a degree in Law and a Masters in
Political Science.



Victoria B. Villa serves as an Independent Director since January 2008. She is the President and CEO of Confetti Shoes,
Shoecat, Inc. (Natasha) and Marikina Shoe Exchange. She holds a degree in Business Administration, a Masters in Business
Administration and Doctor of Philosophy.



Jose M. Chan, Jr. serves as an Independent Director since February 2018. He is a graduate of BSBE and holds a Master’s in
Business Administration.



Protacio C. Bantayan, Jr. serves as an Adviser to the Board of Directors since March 2018. He holds a degree in Accounting
and has a Master’s in Business Administration.



Constancio B. Tan serves as the President since March 2018. He holds a degree in Accounting.



Lita S. Tan serves as a Director since June 2016. She is the NBBS Branch Banking Head-Metro Manila of
Bank and Trust Company. She is a graduate of Business Management.



Harukazu Yamaguchi serves as the Director since November 2012. He is the Executive Vice President of ORIX
Corporation. He graduated with a degree in Business Administration.



Mary Mylene A. Caparas serves as the Treasurer since June 2016 and Director since June 2015. She is the EVP/IBS Head of
Metropolitan Bank & Trust Company. She holds a degree in Business Management with honors.




Metropolitan

Atty. Roy Y. Martelino serves as Corporate Secretary since 2000. He holds a degree in Law.
Carmelita A. Tiongson serves as an Assistant Corporate Secretary since October 2016. She is a Vice-President of
Metropolitan Bank & Trust Company and the Division Head-Credit Operations & Shared Support Division/Credit Group. She
has a degree in Business Economics.

Key Executive Officers
The following are the key executive officers of the company:
Name
Protacio C. Bantayan, Jr.
Constancio B. Tan
Edna L. Layosa
Arnaldo S. Bacabac, Jr.
Cynthia B. Tamoria
Angelo Z. Padua
Victor T. Tiongson
Helen Jodel B. Aguilar
Carolina R. Rodriguez
Atty. Heinz M. Reyes
Jose G. Reyes, Jr.
Jared V. Tabino
Atty. Joselito M. Bagood
Michael D. Bautista
Liezl S. Romeo
Aura C. Montenegro
Joe Lutgard A. Cruz



Title
Adviser to the Board
President
Executive Vice President
Senior Vice President
Senior Vice President
Senior Vice President
First Vice President
First Vice President
First Vice President
First Vice President
First Vice President
First Vice President
Vice President
Vice President
Vice President
Vice President
Vice President

Protacio C. Bantayan, Jr. is Adviser to the Board of Directors since March 2018. He holds a degree in Accounting and has a
Masters in Business Administration.
Constancio B. Tan is the President since March 2018. He holds a degree in Accounting.
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Edna L. Layosa is the Executive Vice President since November 2010, and is seconded to OALP as President. She has a
degree in Accounting.



Arnaldo S. Bacabac, Jr. is the Senior Vice President since November 2016. He is the Branches Group Head. He is a graduate
of Economics and a candidate of Masters of Business Administration.



Cynthia B. Tamoria is the Senior Vice President since November 2016. She is the Executive Group Head. She holds a degree
in Accounting and is a candidate of Masters of Business Administration.



Angelo Z. Padua is the Senior Vice President and Operations Group Head since October 2018. He is a graduate of BS
Accountancy.



Victor T. Tiongson is the First Vice President since 2012, and the Treasury Division Head. He holds a degree in AB
Economics.



Helen Jodel B. Aguilar is the First Vice President since November 2016, and is seconded to OALP/ORC as Marketing Head.
She holds a degree in Agricultural Engineering.



Carolina R. Rodriguez is the First Vice President since November 2010, and is seconded to OALP as Operations Head. She
holds a degree in Accounting.



Atty. Heinz M. Reyes is the First Vice President since April 2018. He is Legal Collection and Acquired Assets Division Head
and Customer Relations and Insurance Division Head. He holds a degree in Philosophy and Law, and a Master’s Degree in
Business Administration.



Jose G. Reyes, Jr. is the First Vice President since April 2018. He is seconded to OALP as Fleet Division Head. He holds a
degree in Accounting.



Jared V. Tabino is the First Vice President since October 2018. He is the Head of Information and Communications
Technology Division. He graduated with a degree in Electronics and Communications Engineering.



Atty. Joselito M. Bagood is the Vice President since November 2015. He is the Region Head for Visayas. He has a degree in
English and Philosophy and Law.



Michael D. Bautista is the Vice President since November 2016, and the Deputy Group Head-Countryside Branches Group
since January 2018 He holds a degree in BS Legal Management.



Liezl S. Romero is the Vice President since November 2015 and currently the Head of Special Projects Division. She is a
graduate of Accounting.



Aura C. Montenegro is the Vice President since April 2018, and the Division Head-Metro Manila Branches and Account
Management since February 2018. She is a graduate of International Studies.



Joe Lutgard A. Cruz is the Vice President since November 2017 and Chief Compliance Officer and Data Protection Officer
since January 2018. He holds a degree in BS Management.

Corporate Governance
OMLF is dedicated to upholding the highest principles of good corporate governance. Our commitment to best practices in
corporate governance plays a key role in managing our risks and opportunities and maintaining the trust of our stakeholders. We
implement policies and processes that promote accountability, transparency and fairness in all our affairs across all operations. We
perform our business with utmost honesty and integrity while ensuring the long-term best interests of the Company, shareholders,
employees and other stakeholders.
Corporate Governance Manual and Codes of Conduct
The corporate governance manual embodies the Company’s corporate governance framework which institutionalizes the
principles of good corporate governance by clearly identifying the roles and responsibilities of the Board of Directors,
management and employees of OMLF. It serves as a single point of reference for rules and regulations that guide the Company in
running the business efficiently and effectively within clearly defined parameters and according to a commonly applied set of
guiding principles.
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The Board of Directors, management and employees of OMLF commit themselves to the principles and best practices contained
in the manual and acknowledge that the same will guide them in the performance of their respective duties, responsibilities and
achievement of the Company’s corporate goals.
The Code of Conduct and Ethics is the fundamental rule of conduct of the Board of Directors and employees of OMLF. The
members of the Board of Directors acknowledge that their position is one of utmost trust and confidence, believing that fairness,
accountability and transparency are the guiding principles of good corporate governance. The Code of Conduct and Ethics defines
standards of conduct expected of directors and all employees and enumerates those actions which are inimical to the interest of the
Company and the general welfare of its constituents and clients.
Board of Directors
The Board is primarily responsible for defining the Company’s vision and mission. It approves and oversees the implementation
of strategies to achieve OMLF’s strategic objectives and establishes a system for measuring performance against business plans.
The Board approves and oversees the implementation of OMLF’s corporate governance framework and the systems of checks and
balances within the Company. It leads in establishing, promoting and communicating a culture of strong governance through
adopted policies and practices in the Company. It consistently conducts the affairs of the Company with high degree of integrity
and plays a lead role in establishing OMLF’s corporate culture and values.
The Board is responsible for the appointment/ selection of the President and other key personnel, including members of senior
management and heads of control functions. It regularly monitors and assesses the performance of the management team and
heads of control functions based on approved performance standards. The Board ensures that a compliance program is defined for
the Company and compliance issues are resolved expeditiously. It has the fiduciary responsibility to the Company and all its
shareholders including minority shareholders. The Board shall conduct itself with utmost honesty and integrity in the discharge of
its duties, functions and responsibilities.
Board Composition
In 2018, our Board is composed of nine (9) directors, six (6) of whom are non-executive directors which include three (3)
independent directors. BSP Circular No. 970 requires that majority of the board shall be non-executive directors and at least onethird (1/3) but not less than two (2) members of the board of directors shall be independent directors.
All directors are experts in their respective fields and bring with them diversity in age, gender, ethnic background, skills and
experience. They were selected based on their integrity, physical/mental fitness, competence, relevant education, financial
literacy, training; possession of competencies relevant to the job such as knowledge and experience, skills, diligence and
independence of mind, and sufficiency of time to fully carry out responsibilities.
Per OMLF’s By-Laws, directors are elected by the vote of the holders of common stock of the Company in accordance with
Section 24 of the Corporation Code or pertinent applicable law at the annual meeting of the stockholders. All directors are elected
for a term of one year and until their successors shall have been elected and qualified, or as sooner replaced, resigned, or
terminated. In case of any increase in the number of directors, the additional directors may be elected by the stockholders at the
first annual meeting held, or at a special meeting called for the purpose, after such increase has been approved.
Board Meetings
Regular Board meetings are held once every two (2) months and special meetings may be called at any time by the Chairman, or,
in his absence, by the Vice-Chairman. For fiscal year 2018, the Board had six (6) meetings to deliberate on a variety of significant
matters. All directors have complied with the attendance requirement as prescribed by the Securities and Exchange Commission
and the Bangko Sentral ng Pilipinas. The Board shall also ensure that independent views in Board meetings shall be given full
consideration and all such meetings shall be duly minuted.
The meetings may be conducted through modern technologies such as, but not limited to, teleconferencing and video conferencing
as long as the director who is taking part in said meetings can actively participate in the deliberations on matters taken up therein:
provided that every member of the Board shall participate in at least fifty percent (50%) and shall physically attend at least twenty
five percent (25%) of all Board meetings every year.
In accordance with the By-Laws, the Corporate Secretary prepares the agenda of the meetings and sends out notices before
meeting dates. The Corporate Secretary ensures that the members have before them accurate information that will enable them to
arrive at intelligent decisions on matters that require approval.
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Board-Level Committees
Board-level committees were constituted to aid the Board in complying with the principles of good corporate governance. Each
board-level committee has its own charter that sets out its mandate, scope and working procedures. The Board-level committees
are broken down below:
Executive Committee (EXCOM) - An extension of the Board of Directors and unless otherwise prohibited by law or by the
articles of incorporation and By-Laws, EXCOM has full power and authority of the Board. It decides on all policy matters, such as
but not limited to, credit and investment proposals, establish ceilings for the Company’s exposures, extension of credit in an
amount exceeding the established limits, business plans and budgets, investment plans and strategies, capital expenditures and
contracts and agreements, and all other matters duly delegated by the Board.
Nomination Committee - Assists the Board of Directors in filling vacant positions in the Board of Directors. The Committee
helps ensure that all candidates are eligible for the position intended. The Committee oversees the nomination process for
members of the Board of Directors and for positions appointed by the Board of Directors.
Compensation and Remuneration Committee - Assists the Board of Directors in establishing policies and procedures for
executive remuneration and in providing functions regarding remuneration of senior management and other key personnel. The
Committee works closely with the President and the Chairman of the Board, and is composed of at least three members of the
Board and at least one of whom shall be an independent director.
Audit and Compliance Committee - As an extension of the Board of Directors, the Audit and Compliance Committee assists the
Board of Directors in fulfilling its statutory and fiduciary responsibilities, enhancing shareholder value, and protecting
shareholders’ interest through effective oversight of internal and external audit functions, transparency and proper reporting,
compliance with laws, rules and regulations and code of conduct, and adequate and effective internal controls. The members of
the Audit and Compliance Committee are appointed annually by the Board of Directors and composed of at least three (3) board
members, who are non-executive directors, majority of whom are Independent Directors, including the Chairperson.
Risk Oversight Committee - The Risk Oversight Committee (ROC), as the extension of the Board of Directors, shall be
responsible for the development and oversight of the risk management program of the Company. The ROC advises the Board on
the Company’s overall current and future risk appetite, oversees senior management’s adherence to the risk appetite statement,
and reports on the state of risk culture of the Company. The ROC is composed of at least three (3) members of the Board of
Directors, majority are Independent Directors, including the Chairperson.
Corporate Governance Committee - The Corporate Governance Committee assists the Board in fulfilling its statutory and
fiduciary responsibilities, enhancing shareholder value, and protecting shareholders’ interest through effective oversight on
corporate governance practices, ensuring the effectiveness and observance by the Board of corporate governance principles and
guidelines, making recommendations to the Board regarding the continuing education of directors, assignment to board
committees and succession plan for the senior officers. The Corporate Governance Committee is composed of at least three (3)
members of the Board who are all non-executive directors, majority are Independent Directors, including the Chairperson.
Related Party Transactions and Conflict of Interest
OMLF has a policy on the handling of the Related Party Transactions (RPTs) to ensure that transactions with related parties are
conducted at arm’s length, the terms are fair and they will inure to the best interest of OMLF shareholders and other stakeholders.
All RPTs shall be disclosed, reviewed and approved in accordance with the RPTs policy consistent with the Company’s principle
of transparency and fairness, ensuring that such transactions are made in the regular course of business and that corporate or
business resources of the Company are not misappropriated or misapplied. For purposes of determining the appropriate handling
process such as reporting, review and approval/confirmation of RPTs, the “materiality thresholds” are set for each type of
transaction. All material RPTs shall be approved by the Board and subject for confirmation by majority of vote of the stockholders
during the annual stockholders’ meeting.
In case of conflict of interest, the members of the Board, stockholders and management shall disclose to the Board whether they
directly, indirectly or on behalf of third parties, have a financial interest in any transaction or matter affecting OMLF. Directors
and officers with personal interest in the transaction shall abstain from the discussion, approval and management of such
transaction or matter affecting the Company
Whistle-blowing
OMLF believes that fraud prevention goes beyond monitoring the effectiveness of the policies and controls set in place. It also
requires maintaining the right ethical environment which will encourage all the members of OMLF and its subsidiaries to actively
participate in protecting its assets, interests and its robust franchise. Prevention and control of fraud relies experience, professional
background, attendance and participation in the Board and in other Board-level committee meetings.
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Anti-Money Laundering/Combating Financing of Terrorism (AML/CFT)
The Company seeks to combat money laundering by obtaining competent evidence of client’s identity and by having effective
procedures for verifying the bona fide identity of the client. It also ensures that business is conducted in conformity with high
ethical standards, that laws and regulations are adhered to, and that service is not provided where there is good reason to believe
that transactions are associated with money laundering activities. The Company adopts sound Anti-Money Laundering and
terrorist financing risk management policies and practices to ensure that OMLF shall not be used to legitimize proceeds of
unlawful activity or terrorism. The Company provides continuous education and training for all its officers and staff to ensure that
they are fully aware of their personal obligations and responsibilities in combating money laundering and terrorist financing. The
Anti-Money Laundering Compliance Committee (AMLCC), a management level committee, is created to ensure the Company’s
compliance with the Anti Money Laundering Law, as amended, its IRR and other implementing rules and regulations, including
the internal policies and procedures.
Compliance
The compliance system is designed to specifically identify and mitigate risks that may erode the value of the Company such as
risks of legal or regulatory sanctions, material financial loss, or loss to reputation that the Company may suffer as a result of its
failure to comply with laws, rules, related organization standards and codes of conduct applicable to its activities. Compliance risk
management is an integral part of the culture and risk governance framework of OMLF. In this respect, the compliance function is
a shared responsibility and accountability of the Board of Directors, management and all officers and staff of OMLF.
The Compliance Department is tasked to promote effective implementation of the compliance system and best practices in
corporate governance within the Company. It facilitates the effective management of compliance-related risks and breaches by
ensuring that they are identified, measured and assessed, and that sound advice and support are provided to the management and
the Board. The department has the right to obtain access to information necessary to carry out its responsibilities, conduct
investigations of possible breaches of the compliance policy, and directly reports to the Board of Directors through Corporate
Governance Committee and Audit Committee.
Performance Assessment Program
As facilitated by the Corporate Governance Committee, the Board of Directors annually conducts assessment of its performance
and effectiveness as a body, as well as its various Board-level Committees, Individual Directors and the President. An internal
self-rating system is used to determine and measure compliance with good corporate governance principles and practices. Each
director self-rates and collectively rates the Board and the President while the Board level Committees conduct their self-rating.
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, its subsidiaries or its
consolidated financial condition.
The Company incurs contingent liabilities and commitments arising from normal business transactions which are not reflected in
the accompanying financial statements. These commitments and contingencies were not disclosed since it was assessed that the
matters are not significant to be disclosed and/or have remote possibility of occurrence.

61

THE PHILIPPINE FINANCIAL SERVICE SECTOR
Financially and Operationally Sound and Stable
The Philippine banking system maintains its growth momentum in 2018 with sustained growth in assets, loans, deposits and
capital. Data from the Philippine Central Bank show total resources of the banking system grew by 11.5% to Ph16.91 Trillion as
of December 2018. This asset expansion was primarily bolstered by 13.6% hike in loan portfolio, supported mainly by the 8.8%
growth in deposits.

Non-Banking Financial Institutions also experienced sustained growth in their resources and lending portfolios. Finance
Companies with Quasi-bank license, in particular, saw their total resources grew to ₱282.2 Billion, reflecting an 8.2% increase
from the previous year. The total assets were mainly channeled to loans which posted 15.7% year-on-year growth to ₱189.9
Billion. Asset quality of NBFIs remained manageable as the non-performing loans and non-performing assets ratios stood at 3.9%
and 2.9%, respectively.

In billion pesos

Fitch Ratings has maintained its grade for Philippine debt, citing the country’s sustained strong overall economic growth despite
the rapid bank lending and a growing trade gap. The global debt watcher kept the Philippines credit rating at “BBB”, one notch
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above minimum investment grade with a “stable outlook”. Fitch drew optimism from strong domestic demand and rising
infrastructure investments led by the state.
S&P Global Rating has raised the Philippines’ debt rating by a notch to “BBB+” from “BBB”, bringing it a step closer to bagging
a single “A” grade. The debt watcher cited supportive policies and an improving investment climate has helped the country
achieve consistently above average economic growth along with strong external and fiscal position.
The Leasing and Financing Industry
To regulate and promote the activities of the financing and leasing companies in the country, the Republic Act No. 5980 or “The
Financing Company Act“ was promulgated in 1969 (later amended through Republic Act No. 8556 in 1998). The Act also
established the supervisory authority of the Securities and Exchange Commission (SEC) over the industry.
From the 1970s onwards, the industry has grown considerably in terms of the number of active players and the total volume of
business generated by these firms. From a sector dominated by purely financing companies, the industry now counts among its
members the subsidiaries or affiliates of major commercial banks and foreign leasing companies. The issuance by the Securities
and Exchange Commission (SEC) Circular 13 in 2001, which required the conversion of lending companies into financing
companies, saw the ranks of the Philippine Leasing and Finance industry swell to around 600 players, however, only a handful of
these companies are actively engaged in the business of leasing.
Based on available data from Philippine Finance Association as of December 31, 2018, the Top fifteen (15) players in the industry
reported combined assets of ₱292.1 Billion, up 17.57% from the 2017 total of ₱248.4 Billion. Toyota Financial Services (TFS)
retained its top position in terms of total assets with ₱83.5 Billion accounting for about 16% of the total for the top 15 players.
COMPANY NAME

TOTAL ASSETS (in PHP)

RANK

1
2
3
4
5

6
7
8
9
10
11
12
13
14
15

VARIANCE
(%)

2018
83,509,260,675.00

2017
71,724,266,566.00

16.43%

51,747,532,337.00

47,756,738,572.00

8.36%

41,540,200,000.00

42,841,600,000.00

-3.04%

31,123,746,458.00

13,700,944,652.00

127.16%

14,917,815,600.18
14,766,756,000.00

12,131,335,883.00
11,890,604,000.00

22.97%
24.19%

11,116,996,431.00

10,239,360,000.00

8.57%

9,874,749,199.00

8,764,246,722.00

12.67%

8,493,509,094.00

7,840,386,687.38

8.33%

5,871,611,388.00

5,722,078,679.00

2.61%

4,814,846,152.00

4,299,140,387.00

12.00%

3,805,851,796.71

3,495,516,283.35

8.88%

3,551,419,376.49

2,192,700,159.37

61.97%

3,516,456,629.78
3,407,832,195.00

3,453,689,241.00
2,359,283,010.00

1.82%
44.44%

292,058,583,332.16

248,411,890,842.11

17.57%

TOYOTA FINANCIAL SERVICES
PHILIPPINES CORP.
ORIX METRO LEASING & FINANCE
CORP.
BDO LEASING & FINANCE INC. AND
SUBSIDIARY
HC CONSUMENT FINANCE
PHILIPINES, INC.
ESQUIRE FINANCING INC.
BPI CENTURY TOKYO LEASE &
FINANCE CORP. (conso with BPI Ct
Rental Corp.)
RCBC LEASING AND FINANCE
CORP.
UNISTAR CREDIT & FINANCE
CORP.
RADIOWEALTH FINANCE
COMPANY
PNB IBJL LEASING & FINANCE
CORP.
LBP LEASING CORPORATION &
FINANCE CORP.
BOT LEASE AND FINANCE
PHILIPPINES, INC.
AEON CREDIT SERVICE
(PHILIPPINES) INC.
UCPB LEASING & FINANCE CORP.
LEAGUE ONE FINANCE & LEASING
CORP.

The growth of the industry’s total resources was fueled primarily by the expansion in the leasing and financing portfolio,
particularly for automobiles, transport equipment, construction and heavy equipment, and other industrial and manufacturing
equipment. Based on available data from Philippine Finance Association, below are the Loans receivables portfolio of the top 15
finance companies for the years 2017 and 2018.
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COMPANY NAME

LOANS AND OTHER RECEIVABLES
(in PHP)
2018
2017
34,503,462,092.00
36,029,137,378.00

RANK
ORIX METRO LEASING & FINANCE
CORP.
HC CONSUMER FINANCE
PHILIPPINES, INC.
BDO LEASING & FINANCE INC. AND
SUBSIDIARY
ESQUIRE FINANCING INC.
UNISTAR CREDIT & FINANCE CORP.
RADIOWEALTH FINANCE COMPANY
RCBC LEASING & FINANCE
CORPORATION
AEON CREDIT SERVICE
(PHILIPPINES) INC.
LEAGUE ONE FINANCE & LEASING
CORP.
LBP LEASING CORPORATION &
FINANCE CORP.
ALGO LEASING & FINANCE, INC.
PNB IBJL LEASING & FINANCE
CORP.
PCCI FINANCE CORP.
UCPB LEASING & FINANCE CORP.
PRIME GLOBAL FINANCE CORP.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

VARIANCE
(%)
-4.23%

27,864,988,623.00

11,139,933,355.00

150.14%

14,343,900,000.00

16,076,100,000.00

-10.78%

9,298,051,825.78
7,794,106,236.00
7,029,817,932.00
3,250,625,817.42

8,002,648,820.00
6,671,839,925.00
6,558,849,508.99
2,056,279,000.00

16.19%
16.82%
7.18%
58.08%

3,096,021,094.27

1,913,718,420.76

61.78%

3,014,849,985.00

2,078,044,058.00

45.08%

2,254,120,120.00

1,784,008,435.00

26.35%

2,246,084,120.45
2,231,852,678.00

1,237,043,913.67
2,397,053,411.00

81.57%
-6.89%

1,986,703,190.74
1,945,456,241.00
1,931,756,806.00
122,791,796,761.66

1,728,881,000.00
2,114,937,611.00
1,678,773,911.00
101,467,248,747.42

14.91%
-8.01%
15.07%
21.02%

Meanwhile, there are two types of leases recognized in the country: operating lease and financial lease. In the Philippines,
operating leases are mostly offered by construction equipment dealers, rent-a-car companies, and lately, by computer dealers.
Financial leases, on the other hand, are extended mainly by leasing and financing companies, majority of which are affiliated with
commercial and universal banks. Based on available data from Philippine Finance Association, below are the Leasing portfolios of
the top industry players for the years 2017 and 2018:

RANK

1
2

3
4
5
6
7
8
9
10
11
12
13
14

FINANCE LEASE RECEIVABLES (in
PHP)
2018
2017

COMPANY NAME
TOYOTA FINANCIAL SERVICES
PHILIPPINES CORP.
BDO LEASING AND FINANCE INC.&
SUBSIDIARY
BPI CENTURY TOKYO LEASE &
FINANCE CORP. (conso with BPI Ct
Rental Corp.)
ORIX METRO LEASING & FINANCE
CORP.
BOT LEASE AND FINANCE
PHILIPPINES., INC.
RCBC LEASING & FINANCE CORP.
PNB IBJL LEASING & FINANCE
CORP.
SBM LEASING, INC.
LBP LEASING CORPORATION &
FINANCE CORP.
DBP LEASING CORP.
UCPB LEASING & FINANCE CORP.
ALGO LEASING & FINANCE, INC.
ASIA UNITED LEASING & FINANCE
CORP.
LEAGUE ONE FINANCE & LEASING
CORP.
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VARIANCE
(%)

65,817,685,464.00

57,869,418,117.00

13.73%

20,008,700,000.00

18,248,600,000.00

9.65%

14,126,320,000.00

11,278,879,000.00

25.25%

6,657,515,419.00

6,082,301,460.00

9.46%

3,192,644,101.63
2,912,563,244.77

2,953,135,165.71
2,701,296,000.00

8.11%
7.82%

2,269,414,138.00
2,034,880,617.21

2,108,097,541.00
1,600,921,604.00

7.65%
27.11%

1,903,345,998.00
1,472,049,782.92
1,076,098,157.00
527,321,370.04

1,774,721,132.00
1,298,693,020.95
1,034,355,700.00
464,596,406.33

7.25%
13.35%
4.04%
13.50%

471,364,426.00

782,956,332.00

-39.80%

248,825,608.00

226,731,144.00

9.74%

RANK
15

FINANCE LEASE RECEIVABLES (in
PHP)
2018
2017
212,803,825.39
150,779,482.00
122,931,532,151.96
108,575,482,104.99

COMPANY NAME
FINACOR FINANCE CORP.

VARIANCE
(%)
41.14%
13.22%

In terms of Funding, Leasing and Finance companies, except those authorized by the Bangko Sentral ng Pilipinas (BSP) to operate
with a quasi-banking license, are not permitted to accept deposits and are limited by the 19-lender requirement under the R.A. No.
8556. They may, however, issue bonds provided the issuer satisfies the requirements of the Securities and Exchange Commission
(SEC). The new rules under the R.A. No. 8556 leave the discretion to the SEC, in consultation with the BSP, to prescribe financial
ratio requirements including Debt-to-Equity and Risk Asset-to-Capital ratios. Currently, the SEC prescribes a maximum Debt-toEquity ratio of 3:1 for short-term commercial papers; 4:1 for long term commercial paper issuers; and, 5:1 for non-commercial
issuers.
For majority of the Leasing and Finance companies, however, bank loans account for bulk of their funding. These are either shortterm or medium term with rates currently ranging between 5.5% and 8%. This reliance on short- and medium-term funding
underscores the lack of adequate long-term fund sources in the country’s financial markets. This situation results in the leasing
firms being exposed to interest and liquidity mismatches. Nevertheless, for the major leasing companies, which are mostly
affiliated with banks from where they source most of their funds, these risks are somehow mitigated. Then again, this highlights
the overarching need for the industry to seek out alternative sources of liquidity.
Based on available data from Philippine Finance Association, presented below are the Liabilities, Equity and Net Income profiles
of the top industry players for the years 2017 and 2018:

RANK

1
2
3
4

5
6
7
8
9
10
11
12
13
14
15

RANK

COMPANY NAME

TOTAL LIABILITIES (in PHP)
2018
2017

TOYOTA FINANCIAL SERVICES
PHILIPPINES CORP.
ORIX METRO LEASING & FINANCE
CORP.
BDO LEASING AND FINANCE INC. &
SUBSIDIARY
HC CONSUMER FINANCE PHILIPPINES,
INC
BPI CENTURY TOKYO LEASE &
FINANCE CORP. (conso with BPI Ct Rental
Corp.)
ESQUIRE FINANCING INC.
RCBC LEASING & FINANCE
CORPORATION
UNISTAR CREDIT & FINANCE CORP.
RADIOWEALTH FINANCE COMPANY
PNB IBJL LEASING & FINANCE CORP.
LBP LEASING CORPORATION &
FINANCE CORP.
AEON CREDIT SERVICE (PHILIPPINES)
INC.
BOT LEASE & FINANCE PHILIPPINES,
INC.
PRIME GLOBAL FINANCE CORP.
SBM LEASING, INC.

74,052,768,747.00

64,874,126,862.00

14.15%

43,649,669,697.00

40,680,245,646.00

7.30%

36,197,200,000.00

37,399,300,000.00

-3.21%

22,719,843,210.00

10,198,558,486.00

122.78%

12,578,136,000.00
10,067,922,345.49

9,668,202,000.00
8,661,895,528.00

30.10%
16.23%

9,869,316,366.00
7,454,780,222.00
6,020,663,495.00
5,166,997,615.00

9,018,313,000.00
6,601,125,886.00
5,709,835,560.37
5,440,383,902.00

9.44%
12.93%
5.44%
-5.03%

3,254,964,333.00

2,815,371,499.00

15.61%

2,996,442,595.23

1,882,385,924.16

59.18%

2,885,923,150.22
2,370,730,892.00
2,336,288,079.34

2,477,812,820.08
2,346,715,373.00
1,871,553,336.00

16.47%
1.02%
24.83%

241,621,646,747.28

209,645,825,822.62

15.25%

TOTAL EQUITY (in PHP)

COMPANY NAME

2018
1
2
3
4

TOYOTA FINANCIAL SERVICES
PHILIPPINES CORP.
HC CONSUMER FINANCE PHILIPPINES,
INC.
ORIX METRO LEASING & FINANCE
CORP.
BDO LEASING AND FINANCE INC. &
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VARIANCE
(%)

VARIANCE
(%)

2017

9,456,491,928.00

6,850,139,703.00

38.05%

8,403,903,248.00

3,502,386,166.00

139.95%

8,097,862,640.00
5,343,000,000.00

7,076,492,925.00
5,442,300,000.00

14.43%
-1.82%

RANK

TOTAL EQUITY (in PHP)

COMPANY NAME

2018
5
6
7

8
9
10
11
12
13
14
15

RANK

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

SUBSIDIARY
ESQUIRE FINANCING INC.
RADIOWEALTH FINANCE COMPANY
UNISTAR CREDIT & FINANCE CORP.
BPI CENTURY TOKYO LEASE &
FINANCE CORP. (conso with BPI Ct Rental
Corp.)
UCPB LEASING & FINANCE CORP.
LBP LEASING CORPORATION &
FINANCE CORP.
RCBC LEASING AND FINANCE CORP.
LEAGUE ONE FINANCE & LEASING
CORP.
DBP LEASING CORP.
BOT LEASE & FINANCE PHILIPPINES,
INC.
PNB IBJL LEASING & FINANCE CORP.

2017

4,849,893,254.69
2,472,845,599.00
2,419,968,977.00

3,469,440,355.00
2,130,551,133.07
2,163,120,836.00

39.79%
16.07%
11.87%

2,188,620,000.00
1,641,972,770.18

2,222,402,000.00
1,601,991,693.00

-1.52%
2.50%

1,559,881,819.00
1,247,680,065.00

1,483,768,888.00
1,221,047,000.00

5.13%
2.18%

1,139,858,806.00
1,026,510,970.30

1,041,136,705.00
1,104,395,861.43

9.48%
-7.05%

919,928,646.49
704,613,773.00

1,017,703,463.27
281,694,777.00

-9.61%
150.13%

51,473,032,496.66

40,608,571,505.77

26.75%

NET INCOME (in PHP)
2018
2017

COMPANY NAME

ESQUIRE FINANCING INC.
ORIX METRO LEASING & FINANCE
CORP.
TOYOTA FINANCIAL SERVICES
PHILIPPINES CORP.
HC CONSUMER FINANCE PHILIPPINES,
INC.
UNISTAR CREDIT & FINANCE CORP.
BDO LEASING AND FINANCE INC. &
SUBSIDIARY
RADIOWEALTH FINANCE COMPANY
AEON CREDIT SERVICE (PHILIPPINES)
INC.
LEAGUE ONE FINANCE & LEASING
CORPORATION
RCBC LEASING & FINANCE
CORPORATION
LBP LEASING CORPORATION &
FINANCE CORP.
PCCI FINANCE CORP.
DES FINANCE CORP.
SBM LEASING, INC.
CARD LEASING & FINANCE CORP.

VARIANCE
(%)

VARIANCE
(%)

1,400,189,741.90

1,033,167,647.00

35.52%

1,300,528,054.00

1,275,462,075.00

1.97%

786,785,800.00

687,555,510.00

14.43%

455,178,938.00
390,179,274.00

(193,644,092.00)
214,567,404.00

N.A.
81.84%

330,700,000.00
241,930,011.00

570,500,000.00
242,483,914.50

-42.03%
-0.23%

234,004,898.23

116,823,785.86

100.31%

182,523,566.00

79,641,008.00

129.18%

120,512,549.00

91,147,000.00

32.22%

110,363,812.00
86,134,646.67
68,181,439.00
65,857,435.87
48,675,843.40
5,821,746,009.07

114,001,531.00
90,134,000.00
62,917,683.00
52,550,600.00
31,205,736.00
4,468,513,802.36

-3.19%
-4.44%
8.37%
25.32%
55.98%
30.28%

Recent Developments, Constraints and Opportunities
The Philippine Finance Sector continues to ride on the performance of the local economy. The consumer confidence, buoyed by
the steady streams of remittances from overseas Filipino workers (OFW), continued to support household borrowings while
demand for credit remained strong, supporting in particular public and private sector investments in infrastructure,
construction/real estate development and expansion in manufacturing capacities.
The growth of the Philippine economy in 2019 will hinge on the government’s capacity to enact the second phase of the Tax
Reform for Acceleration and Inclusion Act 2 (TRAIN 2) and to continue the ambitious Build, Build, Build infrastructure projects
which the Government intends to invest over ₱8 Trillion over the next few years on 75 strategic projects that will improve the
efficiency of the domestic economy and enhance the country’s ability to compete with its neighbors. The multiplier effect that will
result from the government’s massive infrastructure initiatives will not only help spur further economic growth, but will drive
corresponding demand for services from the sectors supporting these projects, such as construction service companies, hauling
and transport service providers, among others. This augurs well for the finance and leasing industry, which has been supporting
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these sectors for the longest time. The recently approved and ratified ₱3.78 Trillion budget for 2019 will bankroll the
government’s infrastructure development projects.
Two recent developments might positively affect the funding sources of Leasing and Financing companies namely: 1) S&P
upgrade of Philippine long term sovereign credit rating from “BBB” to BBB+” bringing it a step closer to bagging the single “A”
grade and 2) the Bangko Sentral ng Pilipinas (BSP) decision to slash the reserve requirement ratios (RRR) by one percentage
point to 17% for universal and commercial banks, 7% for thrift banks and 4% for rural and cooperative banks. 1% point cut in big
banks’ RRR will likely unleash ₱90 to 100 billion into the financial system. In BSP Circular 1041 (Series of 2019), it stated that
non-bank financial institutions with quasi-banking functions shall maintain required reserves equivalent to 17% of deposit
substitute liabilities.
However, the industry continues to face the following constraints and possible threats:
Tax Reform for Acceleration and Inclusion (TRAIN) Law’s Potential Impact on Consumption and Business
The Philippine Government passed the TRAIN Law in January 2018. While the law contains among others, provisions that will
reduce both personal and corporate income tax rates to spur higher consumption and induce more investments, it also contains
compensating revenue sourcing measures that includes increasing excise taxes on fuel and automobiles; expanding the Value
Added Tax (VAT) base by limiting exemptions to raw foods and other necessities; and, increasing the Documentary Stamp taxes
on borrowings, among other provisions The full impact of the TRAIN Law on businesses and consumers has yet to be seen, but
already prices of goods as measured by inflation has already climbed to levels not seen in years.
The law also imposed an ad valorem tax on automobiles based on the manufacturers’ or importers’ selling price, net of excise tax
and VAT. This tax reform package for automobiles will more than double existing excise tax of 2% to 4% for automobiles with
prices below ₱600,000; 20% for those selling for ₱1.0Million to ₱4.0Million; and 50% for those automobiles worth ₱4.0 Million
and above. As of August 31, 2019, cars and truck manufacturers continued to report slower growth sales, indicating that the
industry may still be feeling the impact of the TRAIN Law. Needless to say, vehicle financing accounts for a significant portion of
the portfolio of Finance and Leasing companies in the Philippines.
New Law allowing Full Foreign Ownership in Finance Companies
Republic Act 10881 or an Act amending the investment restriction on adjustment, lending and financing companies as well as
investment houses lapsed into law in July 2016. This new law allows full or 100% foreign ownership in lending and finance
companies, as previously, foreign investors were only allowed to own up to 60% of finance and lending companies. Although this
Act is expected to boost the attractiveness of the country as an investment destination, local financing and lending companies,
particularly the smaller players, are threatened by this development citing that they may be eased out considering the financial
muscle and sophistication of foreign players.
The recent liberalization of the foreign investment in finance companies was followed shortly by the rationalization of SEC
procedures for registering finance and lending companies. These included the streamlining of processes related to securing of
certificate to operate as a finance or lending company. It reduced the number of documents to be submitted from 23 to 15.
Regulatory and Accounting Concerns
The Philippine leasing and financing industry continues to lag behind its counterparts in the more developed economies as a result
of the absence of any concrete government program to support the industry. For one, the leasing industries in the US, Japan and
Korea benefit from the tax incentives provided to their lessees, which tend to spur demand for their leasing products. Needless to
say, the lack of knowledge on the concept of leasing among regulators tends to limit their appreciation of the benefits of the
leasing to the national development.
For Finance Companies with Quasi Bank licenses and those that are subsidiaries of banks, the imposition of the stringent
provisions of the Basel III is expected to add pressure on their liquidity and asset-liability management positions. Compliance to
Capital Adequacy Ratio and to Liquidity Coverage Ratio provisions could put some restraint on credit expansion activities,
although these measures are aimed at ensuring that the financing institutions are adequately covered in case of stress situations.
Lack of Long Term and Low Cost Fund Sources.
A perennial problem that has hounded the industry is the lack of accessible long term and low cost fund sources. The majority of
funds raised by the industry are short- to medium-term, thus restricting the terms of leases to 2 to 3 years. Likewise, other sources
of funding such as commercial papers, insurance money and trust money have high costs vis-a-vis the deposit funds generated by
banks.
The lifting of the moratorium on the granting of Quasi-banking (QB) license has given financing companies the opportunity to
explore fund sources beyond the 19-lender rule mandated by the Financing Company Act (RA 8556), which puts a cap on the
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number of creditors, including institutional lenders that the leasing companies should have. A QB licensed company is allowed to
issue deposit substitutes in the form of Promissory notes to an unlimited number of creditors, or the public at large.
Limited Market Appreciation on the Benefits of Leasing
The growth of leasing in the country is dependent, in large part, on the level of awareness among potential lessees. Unfortunately,
the level of market knowledge of leasing remains limited. Although no reliable data is available, the percent of equipment leasing
activities against all modes of equipment acquisition has been estimated at only 3% to 5%. In fact, the total outstanding leasing
portfolio as of end of 2017 account for less than 1% of the total outstanding loans of commercial banks.
Competition from non-traditional players for both Loans and Leases
The recent general downtrend in funding rates, resulting from the vastly improved market and economic condition in the country
and the resulting high level of liquidity in the market, have intensified competition not only from among industry players, but also
from Banks who have become more aggressive in pursuing consumer and retail markets for trucks and equipment, assets which
they didn’t normally finance. In-house financing offered by well-capitalized dealers and suppliers are also becoming a real threat
to Finance companies’ business.
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TAXATION
The following is a general description of certain Philippine tax aspects of the Bonds. It is based on the laws, regulations, and
administrative rulings in force as at the date of this Offering Circular and is subject to any changes in law or regulation occurring
after such date, which changes can be made on a retroactive basis. It does not purport to be a comprehensive description of all of
the tax considerations that may be relevant to a decision to purchase, own, or dispose of the Bonds. Prospective purchasers
should consult their tax advisors as to the laws of other applicable jurisdictions and the specific tax consequences of acquiring,
holding, and disposing of the Bonds.
As used in this section, the term “resident alien” refers to an individual whose residence is within the Philippines but who is not a
citizen of the Philippines; a “non-resident alien” is an individual whose residence is not within the Philippines and who is not a
citizen of the Philippines; a non-resident alien who is actually within the Philippines for an aggregate period of more than 180
days during any calendar year is considered a “non-resident alien doing business in the Philippines”; otherwise, such non-resident
alien who is actually within the Philippines for an aggregate period of 180 days or less during any calendar year is considered a
“non-resident alien not doing business in the Philippines.” A “resident foreign corporation” is a foreign corporation engaged in
trade or business within the Philippines; and a “non-resident foreign corporation” is a foreign corporation not engaged in trade or
business within the Philippines. The term “foreign” when applied to a corporation means a corporation which is not domestic
while the term “domestic” when applied to a corporation means a corporation created or organized in the Philippines or under its
laws.
Taxation of Interest
On January 1, 2018, the Philippine National Internal Revenue Code, was amended by TRAIN (the “Tax Code, as amended”).
provides that interest income on interest-bearing obligations of Philippine residents, such as the Bonds, are Philippine-sourced
income subject to Philippine income tax.
The Tax Code defines “deposit substitutes” as an alternative form of obtaining funds from the public, other deposits, through the
issuance endorsement, or acceptance of debt instruments for the borrower’s own account, for the purpose of relending or
purchasing of receivables and other obligations, or financing their own needs or the needs of their agent or dealer. Obtaining funds
from the “public” in this instance means borrowing from twenty (20) or more individual or corporate lenders at any one time.
The Bonds may be considered as deposit substitutes issued by Philippine residents with a maturity period of less than five (5)
years. As such, interest income arising from the Bonds are considered as Philippine sourced income subject to final withholding
tax at the following rates:
Philippine citizens and resident alien individuals – 20%
Non-Resident aliens doing business in the Philippines – 20%
Non-resident aliens not doing business in the Philippines – 25%
Domestic corporations – 20%
Resident foreign corporations – 20%
Non-resident foreign corporation – 30%
The foregoing rates are subject to further reduction by any applicable tax treaties in force between the Philippines and the country
of residence of the non-resident owner. Most tax treaties to which the Philippines is a party generally provide for a reduced tax
rate of 15% in cases where the interest which arises in the Philippines is paid to a resident of the other contracting state. However,
most tax treaties also provide that reduced withholding tax rates shall not apply if the recipient of the interest who is a resident of
the other contracting state, carries on business in the Philippines through a permanent establishment and the holding of the
relevant interest-bearing instrument is effectively connected with such permanent establishment.
Given the above, all Bondholders are required to provide the Issuer through the Paying Agent their validly issued Tax
Identification numbers issued by the Philippine Bureau of Internal Revenue.
Tax-Exempt Status or Entitlement to Preferential Tax Rate
An investor who is exempt from the aforesaid withholding tax, or is subject to a preferential withholding tax rate shall be required
to submit the following requirements to the Registrar, subject to acceptance by the Issuer as being sufficient in form and
substance: (i) certified true copy of the tax exemption certificate, ruling or opinion issued by the BIR confirming the exemption or
preferential rate; (ii) a duly notarized undertaking, in the prescribed form, declaring and warranting its tax exempt status or
preferential rate entitlement, undertaking to immediately notify the Issuer of and suspension or revocation of the tax exemption
certificates or preferential rate entitlement, and agreeing to indemnify and hold the Issuer and the Registrar free and harmless
against any claims, actions, suits, and liabilities resulting from the non-withholding of the required tax; and (iii) such other
documentary requirements as may be required under the applicable regulations of the relevant taxing or other authorities which for
purposes of claiming tax treaty withholding rate benefits, which shall include evidence of the applicability of a tax treaty and
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consularized or apostillized proof of the Bondholder’s legal domicile in the relevant treaty state, and confirmation acceptable to
the Issuer that the Holder is not doing business in the Philippines; provided further that, all sums payable by the Issuer to tax
exempt entities shall be paid in full without deductions for taxes, duties assessments or government charges subject to the
submission by the Holder claiming the benefit of any exemption of reasonable evidence of such exemption to the Registrar.
Documentary Stamp Taxes
The issuance of the Bonds and Commercial will be subject to documentary stamp tax at the rate of ₱1.50 for every ₱200.00 of the
issue value of such notes. The Issuer is liable for the payment of the documentary stamp tax on the original issuance of the Bonds.
No documentary stamp tax is imposed on the secondary transfer of the Bonds.
Taxation on Sale or Other Disposition of Bonds
Any gain realized from the sale, exchange or retirement of bonds will, as a rule, form part of the gross income of the sellers, for
purposes of computing the relevant taxable income subject to the regular rates of 20% to 35% effective 1 January 2018 until 31
December 2022 and 15% to 35% effective 1 January 2023 for individuals or 30% for domestic and foreign corporations, as the
case may be. If the bonds are sold by a seller, who is an individual and who is not a dealer in securities, who has held the bonds
for a period of more than 12 months prior to the sale, only 50% of any capital gain will be recognized and included in the sellers’
gross taxable income.
However, under the Tax Code, any gain realized from the sale, exchange or retirement of bonds, debentures and other certificates
of indebtedness with an original maturity date of more than five years (as measured from the date of issuance of such bonds,
debentures or other certificates of indebtedness) shall not be subject to income tax. Any gain arising from such sale, regardless of
the original maturity date of the bonds, may also be exempt from income tax pursuant to various income tax treaties to which the
Philippines is a party, and subject to procedures prescribed by the Bureau of Internal Revenue for the availment of tax treaty
benefits.
Value-Added Tax/Gross Receipts Tax
The gross income from the sale or transfer of the Bonds in the Philippines by dealers in securities is subject to VAT at the rate of
12.0% of the gross income. Banks and non-bank financial intermediaries performing quasi-banking functions are subject to gross
receipts tax as the following rates:
(a) On interest, commissions and discounts from lending activities as well as income from financial leasing, on the basis of
remaining maturities of instruments from which such receipts are derived:
Maturity period is 5 years or less – 5.0%
Maturity period is more than 5 years – 1.0%
(b) On dividends and equity shares and net income of subsidiaries – 0%
(c) On royalties, rentals of property, real or personal, profits, from exchange and all other items treated as gross income under the
Tax Code – 7.0%
(d) On net trading gains within the taxable year on foreign currency, debt securities, derivatives, and other similar financial
instruments – 7.0%
Other nonbank financial intermediaries are subject to gross receipts tax at the following rates:
(a) On interest, commissions, discounts and all other items treated as gross income under the Tax Code – 5.0%
(b) On interests, commissions and discounts from lending activities, as well as income from financial leasing, on the basis of
remaining maturities of instruments from which such receipts are derived:

Maturity period is 5 years or less - 5.0%
Maturity period is more than 5 years – 1.0%
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Estate and Donor’s Tax
The transfer of Bonds as part of the estate of a deceased individual to his heirs, whether or not such individual was a resident of
the Philippines at the time of his death, will be subject to an estate tax, at a uniform rate of 6%, regardless of whether the decedent
is a resident or non-resident of the Philippines.
A holder of such Bonds will be subject to donor's tax, at a uniform rate of 6% based on the value of the total gift in excess of
₱250,000.00 made during a calendar year, regardless of the relation of the donor to the donee. The estate tax as well as the donor's
tax in respect of the Bonds shall not be collected (i) if the deceased at the time of death or the donor at the time of the donation
was a citizen and resident of a foreign country which at the time of his death or donation did not impose a transfer tax of any
character in respect of intangible personal property of citizens of the Philippines not residing in that foreign country or (ii) if the
laws of the foreign country of which the deceased or the donor was a citizen and resident at the time of his death or donation
allows a similar exemption from transfer or death taxes of every character or description in respect of intangible personal property
owned by citizens of the Philippines not residing in that foreign country. As used in this section, the term “resident alien” refers to
an individual whose residence is within the Philippines but who is not a citizen of the Philippines; a “non-resident alien” is an
individual whose residence is not within the Philippines and who is not a citizen of the Philippines; a non-resident alien who is
actually within the Philippines for an aggregate period of more than 180 days during any calendar year is considered a “nonresident alien doing business in the Philippines”; otherwise, such non-resident alien who is actually within the Philippines for an
aggregate period of 180 days or less during any calendar year is considered a “non-resident alien not doing business in the
Philippines.” A “resident foreign corporation” is a foreign corporation engaged in trade or business within the Philippines; and a
“non-resident foreign corporation” is a foreign corporation not engaged in trade or business within the Philippines. The term
“foreign” when applied to a corporation means a corporation which is not domestic while the term “domestic” when applied to a
corporation means a corporation created or organized in the Philippines or under its laws.
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DISTRIBUTION AND SALE
Method of Distribution
The Bonds are being issued pursuant to BSP Circular No. 1010 (Series of 2018) and other related circulars and issuances of the
BSP (the BSP Rules). The issuance of the Bonds is exempt from the registration requirement pursuant to Section 9.1.1 of the 2015
Implementing Rules and Regulations of the Securities Regulation Code.
The Bonds are being issued by the Issuer with ING as Arranger and Selling Agent, the First Metro Investment Corp as Financial
Advisor and Selling Agent, Metropolitan Bank & Trust Company as Selling Agent, Philippine Depository & Trust Corp. as
Registrar and Paying Agent, and Development Bank of the Philippines – Trust Banking Group. Each of the Arranger, Trustee, and
Registrar and Paying Agent, is a third party that has no subsidiary or affiliate or any other relationship with the Company that
would undermine its independence.
No action has been or will be taken by the Issuer, the Arranger or the Selling Agents in any jurisdiction (other than the
Philippines), that would permit a public offering of any of the Bonds, or possession or distribution of this Offering Circular, or any
amendment or supplement thereto issued in connection with the offering of the Bonds, in any country or jurisdiction where action
for that purpose is required.
The Arranger and the Selling Agents are required to comply with all laws, BSP rules and directives as may be applicable in the
Philippines, including without limitation any BSP rules issued by the BSP, in connection with the offering and purchase of the
Bonds and any distribution and intermediation activities, whether in the primary or secondary markets, carried out by or on behalf
of the Arranger and the Selling Agents in connection therewith. The Arranger is a third-party in relation to the Issuer, such that, (i)
it has no subsidiary/affiliate relationship with Issuer; (ii) it is not related in any manner to Issuer as would undermine the objective
conduct of due diligence on Issuer. The Registrar and Paying Agent and Trustee are likewise third-parties in relation to Issuer,
such that, (i) they have no subsidiary/affiliate relationship with Issuer; (ii) they are not related in any manner to Issuer as would
undermine their independence.
The Bonds are newly issued securities for which there currently is no market. The Market Maker will be committed to provide
live bids good for the minimum denomination under the Terms and Conditions, and a cumulative trading commitment per trading
day, as required under PDEx Trading Rules, Conventions, and Guidelines. The Market Maker is not obligated to make a market
for the Bonds. Accordingly, no assurance can be given as to the development or liquidity of any market for the Bonds.
The Arranger, the Selling Agents or their respective affiliates may purchase the Bonds for their own account or enter into
secondary market transactions or derivative transactions relating to the Bonds, including, without limitation, purchase, sale (or
facilitation thereof), stock borrowing or credit or equity-linked derivatives such as asset swaps, repackagings and credit default
swaps, at the same time as the offering of the Bonds. Such transactions may be carried out as bilateral trades with selected
counterparties and separately from any existing sale or resale of the Bonds to which this Offering Circular relates (notwithstanding
that such selected counterparties may also be a purchaser of the Bonds). As a result of such transactions, the Arranger, the Selling
Agents or their respective affiliates may hold long or short positions relating to the Bonds. The Arranger, the Selling Agents or
their respective affiliates may also engage in investment or commercial banking and other dealings in the ordinary course of
business with the Issuer or its affiliates from time to time and may receive fees and commissions for these transactions. In addition
to the transactions noted above, each of the Arranger, the Selling Agents or their respective affiliates may, from time to time after
completion of the offering of the Bonds, engage in other transactions with, and perform services for, the Issuer or its affiliates in
the ordinary course of their business. The Arranger, the Selling Agents or their respective affiliates may also purchase Bonds for
asset management and/or proprietary purposes but not with a view to distribution or may hold Bonds on behalf of clients or in the
capacity of investment advisors. While the Arranger, the Selling Agents and their respective affiliates have policies and
procedures to deal with conflicts of interests, any such transactions may cause the Arranger, the Selling Agents or their respective
or their clients or counterparties to have economic interests and incentives which may conflict with those of an investor in the
Bonds. The Arranger or the Selling Agents may receive returns on such transactions and has no obligation to take, refrain from
taking or cease taking any action with respect to any such transactions based on the potential effect on a prospective investor in
the Bonds.
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Applications to Purchase the Bonds during the Offer Period
Applicants may purchase the Bonds during the relevant Offer Period by submitting fully and duly accomplished Applications to
Purchase the Bonds, in quadruplicate together with all the required attachments and the corresponding payments to the Selling
Agent from whom such application was obtained no later than 12:00 nn. of the last day of the relevant Offer Period. Applications
received after said date or without the required attachments will be rejected. The Issuer and Arranger reserve the right to adjust the
Offer Period as needed.
If the Applicant is an individual, the following documents must also be submitted:
(a)

A clear copy of at least one (1) valid photo-bearing identification document issued by an official authority in accordance
with BSP Circular No. 608 (2008) as may be amended from time to time, and documents as may be required by to the
Registrar and/or Selling Agent concerned;

(b)

Two (2) fully executed signature cards in the form attached to the application; and

(c)

For aliens residing in the Philippines or non-residents engaged in trade or business in the Philippines, consularized proof of
tax domicile issued by the relevant tax authority of the Applicant.
If the Applicant is a corporation, partnership, trust, association or institution, the following documents must also be
submitted:

(a)

SEC-certified or Corporate Secretary-certified true copy of the SEC Certificate of Registration, Articles of Incorporation
and By-Laws or such other relevant organizational or charter documents;

(b)

Original or Corporate Secretary-certified true copy of the duly notarized certificate confirming the resolution of the Board
of Directors and/or committees or bodies authorizing the purchase of the Bonds and specifying the authorized signatories;
and

(c)

Two (2) fully executed signature cards duly authenticated by the Corporate Secretary, in the form attached to the
application.

Corporate applicants who are claiming tax exemption must also submit the following:
(a)

Certified true copy of a tax exemption certificate, ruling or opinion issued by the Bureau of Internal Revenue no more than
one year prior to the date of submission of the same to the Selling Agents or Limited Selling Agents;

(b)

Original of the duly notarized undertaking, in the prescribed form, declaring and warranting its tax-exempt status,
undertaking to immediately notify the Issuer and the Registrar and Paying Agent of any suspension or revocation of its taxexempt status and agreeing to indemnify and hold the Issuer and the Registrar and Paying Agent free and harmless against
any claims, actions, suits, and liabilities resulting from the non-withholding of the required tax; and

(c)

Such other documentary requirements as may be required by the Registrar as proof of the Applicant’s tax-exempt status.

Allocation and Issue of the Bonds
Applications to Purchase the Bonds shall be subject to the availability of the Bonds and acceptance by the Issuer. The Arranger, in
consultation with the Issuer, reserves the right to accept, reject, scale down or reallocate any Application to purchase the Bonds
applied for.
In the event that payment supporting any Application is returned by the drawee bank for any reason whatsoever, the Application
shall be automatically cancelled and any prior acceptance of the Application shall be deemed revoked. If any Application is
rejected or accepted in part only, the application money or the appropriate portion thereof will be returned without interest by the
relevant Selling Agent.
On the Issue Date, the Selling Agents shall, on behalf of the Issuer, accept the relevant Applications to Purchase. The acceptance
of the Application to Purchase shall ipso facto convert such Application to Purchase into a purchase agreement between the Issuer
and the relevant Bondholder.
Upon confirmation by the Issuer of acceptance of the relevant Applications and the respective amount of Bonds, the Registrar and
Paying Agent shall issue the relevant registry confirmation (the “Registry Confirmation”) to successful applicants confirming the
acceptance of their purchase of the Bonds and consequent ownership thereof and stating the pertinent details including the amount
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accepted, with copies to the Issuer.
The Registrar shall be entitled to rely solely on the Final Sales Reports submitted by the Selling Agents to the Registrar. Where
PDTC discovers, after Issue Date, any inconsistency between the Final Sales Report and the Application to Purchase submitted by
the Bondholder, PDTC reserves the right to rely subsidiarily on the Applications to Purchase, to the extent that the information in
the Final Sales Report is noted to be inconsistent with the Application to Purchase. Within seven (7) Banking Days from the Issue
Date, the Registrar shall distribute the Registry Confirmations directly to the Bondholders in the mode elected by the Bondholder
as indicated in the Application to Purchase.
Transactions in the Secondary Market
All secondary trading of the Bonds shall be coursed the trading facilities of PDEx, as applicable, subject to the payment by the
Bondholder of fees to the connection with trading on PDEx, and the Registrar. Transfers shall be subject to the procedures of the
BSP, the Registrar and PDEx, including but not limited to the guidelines on minimum trading lots, minimum holding
denominations, and record dates.
The Issuer shall list the Bonds in PDEx for secondary market trading. Upon listing of the Bonds with PDEx, investors shall course
their secondary market trades through the trading participants of PDEx for execution in the PDEx Trading Platform in accordance
with the PDEx Trading Rules, Conventions and Guidelines, as these may be amended or supplemented from time to time, and
must settle such trades on a Delivery versus Payment (DvP) basis in accordance with PDEx Settlement Rules and Guidelines. The
secondary trading of the Bonds in PDEx may be subject to such fees and charges of PDEx, the trading participants of PDEx, and
other providers necessary for the completion of such trades. Transactions on the Bonds on PDEx will be subject to the duly
approved and relevant rules of the exchange, including guidelines on minimum trading lots and other guidelines for holding and
trading of the Bonds as may be prescribed by the BSP.
For the avoidance of doubt, the minimum denomination for the Bonds as prescribed by the BSP must be kept at all times.
Consequently, no negotiation or secondary trading will be allowed if the result is that a remaining Bondholder of the Bonds will
hold less than the minimum denomination as prescribed or approved by the BSP.
No transfers will be effected for a period of two (2) Business Days preceding the due date for any payment of interest on the
Bonds, or during the period of two (2) Business Days preceding the due date for the payment of the principal amount of the
Bonds.
The Registrar shall register any transfer of the Bonds upon presentation to it of the following documents in form and substance
acceptable to it:


The relevant Trade- Related Transfer Form or Non-Trade Transfer Form as the case may be, duly accomplished by the
transferor Bondholder and endorsed by the PDEx Trading Participant;



the relevant Purchase Advice of the buyer/transferee (with the information provided therein duly set forth in typewritten
form);



duly accomplished Investor Registration Form of the buyer/transferee as prescribed by the Registrar as well as all
supporting documents described for the original issuance of the Bonds as described above (in case of a new holder);



proof of the qualified tax-exempt status of the transferee, if applicable, and the covering Affidavit of Undertaking;




the original duly endorsed signature cards of the buyer/transferee and such other original or certified true copies of other
documents submitted by the buyer/transferee in support of the transfer or assignment of the Bonds in its favor;
the appropriate secretary’s certificate attesting to the board resolutions authorizing the transfers and acceptances as well as
designating the authorized signatories, together with specimen signature cards duly signed by the parties, and duly
authenticated by each party’s corporate secretary; and



such other documents that may be required by the Registrar, including those for Non-Trade Transactions.

Transfers of the Bonds made in violation of the restrictions on transfer under the Terms and Conditions shall be null and void and
shall not be registered by the Registrar.
Interest and Principal Payment
On the relevant Payment Date, the Registrar shall, upon receipt of the corresponding funds from the Issuer, make available to the
Bondholders the amounts due under the Bonds, net of taxes and fees (if any), by way of credits to the bank accounts identified by
the Bondholders in the Applications to Purchase.
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INDEX TO THE FINANCIAL STATEMENTS
Unaudited Interim Condensed Consolidated Financial Statements as of June 30, 2019 and For the Nine Months Ended June 30,
2019 and 2018 (Unaudited)
Audited Financial Statements as of September 30, 2018 and 2017 and For the Years Ended September 30, 2018, and 2017
Audited Financial Statements as of September 30, 2017 and 2016 and For the Years Ended September 30, 2017, and 2016
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Unaudited Interim Condensed Consolidated Financial Statements as of
June 30, 2019 and For the Nine Months Ended June 30, 2019 and 2018
(Unaudited)

ORIX METRO Leasing and
Finance Corporation and
Subsidiaries
Interim Condensed Consolidated
Financial Statements
As of June 30, 2019
and For the Nine-month Periods Ended
June 30, 2019 and 2018
(With Comparative Figures As of
September 30, 2018)

ORIX METRO LEASING AND FINANCE CORPORATION AND
SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS OF JUNE 30, 2019
(With Comparative Consolidated Statement of Financial Position as of September 30, 2018)

ASSETS
Cash and Cash Equivalents
Due from Bangko Sentral ng Pilipinas
Interbank Loans Receivable (Note 22)
Financial Assets at Fair value through Other
Comprehensive Income
Available-for-Sale Financial Assets
Loans and Receivables (Note 5)
Property and Equipment (Note 6)
Equipment for Lease (Note 7)
Right-of-Use Assets (Note 2)
Investment Properties (Note 8)
Non-current Asset Held-for-Sale (Note 8)
Prepaid Expenses (Note 9)
Other Assets (Note 10)

LIABILITIES AND EQUITY
LIABILITIES
Bills Payable (Note 11)
Deposits on Lease Contracts (Note 14)
Accounts Payable and Other Liabilities (Note 12)
Lease Liability (Note 2)
Income Tax Payable
Derivative Liability (Note 13)
Deferred Tax Liabilities
EQUITY
Equity Attributable to Equity Holders of the Parent Company
Capital stock (Note 15)
Retained earnings (Note 15)
Net unrealized losses on available-for-sale financial assets
Net unrealized losses on fair value through other
comprehensive income
Cash flow hedge reserve (Note 13)
Remeasurement losses on retirement plan (Note 12)
Non-controlling interest

June 30,
2019
(Unaudited)

September 30,
2018
(Audited)

P
=435,587,870
4,166,399,827
220,000,000

=477,693,318
P
6,082,721,354
–

1,107,578
–
–
1,113,338
40,386,414,146 40,759,428,560
445,341,263
445,957,373
2,633,683,801
2,763,027,697
222,642,322
–
444,501,495
418,206,035
–
34,000,000
173,698,801
98,084,502
654,704,713
667,300,160
P
=49,784,081,816 =
P51,747,532,337

P
=36,009,718,290 =
P39,095,496,218
1,660,895,053
1,564,079,763
2,351,084,518
2,347,815,829
222,287,004
–
164,209,983
317,002,222
822,435,769
–
129,102,904
325,275,665
41,359,733,521 43,649,669,697
6,212,079,700
2,665,481,949
–

4,314,851,900
3,811,611,802
(288,983)

(294,743)
–
(358,335,386)
(11,940,854)
(95,962,390)
(10,924,890)
8,422,969,130
8,103,308,975
1,379,165
(5,446,335)
8,424,348,295
8,097,862,640
P
=49,784,081,816 P
=51,747,532,337

See accompanying Notes to Interim Condensed Consolidated Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION AND
SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF INCOME
FOR THE NINE MONTHS ENDED JUNE 30, 2019 and 2018

June 30,
2019
(Unaudited)

June 30,
2018
(Unaudited)

P
=3,377,585,866
1,406,469,024
352,994,460
5,137,049,350

=2,908,421,546
P
1,508,642,339
114,092,142
4,531,156,027

482,326,054

358,635,620

TOTAL INCOME
General and administrative expenses (Note 18)
Interest and financing charges (Notes 2, 11 and 13)

5,619,375,404
2,676,620,357
1,932,168,139

4,889,791,647
2,386,241,052
1,091,937,694

TOTAL EXPENSES

4,608,788,496

3,478,178,746

INCOME BEFORE INCOME TAX

1,010,586,908

1,411,612,901

260,670,962

415,451,451

P
=749,915,946

=996,161,450
P

P
=743,090,446
6,825,500
P
=749,915,946

=998,404,345
P
(2,242,895)
=996,161,450
P

REVENUES
Financing (Note 5)
Leasing (Notes 5, 7 and 8)
Services (Note 16)
OTHER INCOME (Note 17)

PROVISION FOR INCOME TAX
NET INCOME
Attributable to:
Equity holders of the Parent Company
Non-controlling interest

See accompanying Notes to Interim Condensed Consolidated Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION AND
SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE NINE MONTHS ENDED JUNE 30, 2019 and 2018

NET INCOME
OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income (loss), net of income tax, to be
reclassified in profit or loss in subsequent periods:
Changes in cash flow hedge reserve (Note 13)
Change in net unrealized gain on available-for-sale
financial assets
Other comprehensive loss, net of income tax, not to be reclassified
in profit or loss in subsequent periods:
Change in net unrealized loss on financial assets at
fair value through other comprehensive income
Remeasurement losses on retirement plan (Note 12)

June 30,
2019
(Unaudited)

June 30,
2018
(Unaudited)

P
=749,915,946

=996,161,450
P

(346,394,532)
–

3,712

(5,760)
(85,037,500)

–
–

OTHER COMPREHENSIVE INCOME
(LOSS), NET OF TAX

(431,437,792)

3,712

TOTAL COMPREHENSIVE INCOME

P
=318,478,154

=996,165,162
P

P
=311,652,654
6,825,500
P
=318,478,154

=998,408,057
P
(2,242,895)
=996,165,162
P

Attributable to:
Equity holders of the Parent Company
Non-controlling interest

See accompanying Notes to Interim Condensed Consolidated Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED JUNE 30, 2019 and 2018

Capital Stock
(Note 15)

Attributable to Equity Holders of the Parent Company
Net Unrealized
Losses on Fair
Net Unrealized
Value Through Remeasurement
Retained
Losses on
Other
Losses on
Earnings Available-for-Sale Comprehensive
Retirement
(Note 15) Financial Assets
Income
Plan (Note 12)

Balances at October 1, 2018, as previously
reported
Adoption of new accounting standards (Note 2)
Balances at October 1, 2018, as restated
Net income
Other comprehensive loss
Total comprehensive income
Stock dividends distributed (Note 15)
Share issuance costs paid
Balances at June 30, 2019

= 4,314,851,900
P
–
4,314,851,900
–
–
–
1,897,227,800
–
= 6,212,079,700
P

= 3,811,611,802
P
38,116,299
3,849,728,101
743,090,446
–
743,090,446
(1,897,227,800)
(30,108,798)
= 2,665,481,949
P

(P
= 288,983)
288,983
–
–
–
–
–
–
=–
P

Balances at October 1, 2017
Net income (loss)
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 15)
Share issuance costs paid
Balances at June 30, 2018

=3,595,709,900
P
–
–
–
719,142,000
–
=4,314,851,900
P

=3,232,181,310
P
998,404,345
–
998,404,345
(719,142,000)
(4,027,148)
=3,507,416,507
P

(P
=448,455)
–
3,712
3,712
–
–
(P
=444,743)

=–
P
(288,983)
(288,983)
–
(5,760)
(5,760)
–
–
(P
= 294,743)
=–
P
–
–
–
–
–
=–
P

(P
= 10,924,890)
–
(10,924,890)
–
(85,037,500)
(85,037,500)
–
–
(P
= 95,962,390)
(P
=79,589,784)
–
–
–
–
–
(P
=79,589,784)

Cash Flow
Hedge Reserve
(Note 13)
(P
= 11,940,854)
–
(11,940,854)
–
(346,394,532)
(346,394,532)
–
–
(P
= 358,335,386)
=–
P
–
–
–
–
–
=–
P

Total

Non-controlling
Interest

Total Equity

= 8,103,308,975
P
38,116,299
8,141,425,274
743,090,446
(431,437,792)
311,652,654
–
(30,108,798)
= 8,422,969,130
P

(P
= 5,446,335)
–
(5,446,335)
6,825,500
–
6,825,500
–
–
= 1,379,165
P

= 8,097,862,640
P
38,116,299
8,135,978,939
749,915,946
(431,437,792)
318,478,154
–
(30,108,798)
= 8,424,348,295
P

=6,747,852,971
P
998,404,345
3,712
998,408,057
–
(4,027,148)
=7,742,233,880
P

(P
=2,599,749)
(2,242,895)
–
(2,242,895)
–
–
(P
=4,842,644)

=6,745,253,222
P
996,161,450
3,712
996,165,162
–
(4,027,148)
=7,737,391,236
P

See accompanying Notes to Interim Condensed Consolidated Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION AND
SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED JUNE 30, 2019 and 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and amortization (Note 18)
Provision for credit and impairment losses (Note 5)
Amortization of debt transaction costs (Note 11)
Net movement in retirement liability
Interest accretion and other movement in lease
liability and ROU assets (Note 2)
Losses on foreclosure of other assets - chattels (Note 15)
Unrealized forex exchange loss
Net gain on sale of: (Note 17)
Equipment for lease
Noncurrent asset held for sale
Other assets - chattels
Property and equipment
Dividend income
Changes in operating assets and liabilities:
Decrease (increase) in:
Loans and receivables
Prepaid expenses
Other assets
Increase (decrease) in:
Bills payable - deposit substitutes
Deposits on lease contracts
Accounts payable and other liabilities
Net cash provided by (used in) operations
Income taxes paid
Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property and equipment
Software
Equipment for lease
Investment properties
Proceeds from sale of:
Property and equipment
Non-current assets held for sale
Equipment for lease
Other assets – chattels
Dividends received
Net cash used in investing activities

June 30,
2019
(Unaudited)

June 30,
2018
(Unaudited)

P
=1,010,586,908

=1,411,612,901
P

998,716,488
251,228,494
155,111,780
(26,935,847)
13,266,523
2,208,573
–

878,023,157
165,966,818
163,870,708
(61,200,000)
–
1,602,363
303,527

(114,555,376)
(114,138,564)
(17,961,049)
(1,707,175)
(3,456)

(103,408,156)
–
(15,031,320)
(43,832)
(2,688)

67,836,345
(75,614,300)
(9,526,002)

(7,395,621,296)
(61,917,031)
(34,191,205)

(586,988,285) (8,417,587,156)
96,815,290
154,642,540
(71,318,324)
525,407,135
1,577,022,023 (12,787,573,535)
(440,460,284)
(471,742,648)
1,136,561,739 (13,259,316,183)
(69,829,821)
(23,821,424)
(675,156,641)
(29,776,752)

(65,899,356)
(16,406,901)
(797,495,868)
(40,697,784)

2,029,228
59,255,426
170,522,657
126,899,033
3,456
(439,874,838)

87,666
–
185,321,867
72,150,428
2,688
(662,937,260)

(Forward)

*SGVFS038254*

-2June 30,
2019
(Unaudited)
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of bills payable - bank borrowings
net of debt transaction costs
Settlements of bills payable - bank borrowings
Payments of lease liability
Share issuance costs paid
Net cash provided by (used in) financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF
PERIOD
Cash and cash equivalents
Due from Bangko Sentral ng Pilipinas (BSP)
Securities purchased under resale agreement
CASH AND CASH EQUIVALENTS AT END OF PERIOD
Cash and cash equivalents
Due from BSP
Interbank call loan receivables

June 30,
2018
(Unaudited)

P
=27,640,341,201 =
P105,183,814,200
(29,948,883,088) (91,286,118,352)
(96,463,190)
–
(30,108,799)
(4,027,148)
(2,435,113,876) 13,893,668,700
(1,738,426,975)
(28,584,743)
477,693,318
6,082,721,354
–
6,560,414,672

326,043,576
6,120,819,739
232,000,000
6,678,863,315

435,587,870
4,166,399,827
220,000,000
P
=4,821,987,697

370,391,299
6,279,887,273
–
=6,650,278,572
P

OPERATIONAL CASH FLOWS FROM INTEREST AND DIVIDENDS
Interest received
P
=4,802,117,528 =
P4,420,995,273
Interest paid
1,858,378,564 1,030,218,544
Dividends received
3,456
2,688
See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION AND
SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

1. Corporate Information
ORIX METRO Leasing and Finance Corporation (“the Parent Company”) was incorporated in the
Philippines and was registered with the Securities and Exchange Commission (SEC) on
June 28, 1977. Its primary purpose is to engage in financing by leasing all kinds of real and personal
property; to extend credit facilities to consumers and enterprises by discounting commercial papers or
accounts receivable, or by buying or selling evidence of indebtedness, and to underwrite securities.
On August 24, 2007, the Parent Company was authorized by the Bangko Sentral ng Pilipinas (BSP)
to engage in quasi-banking functions. The Parent Company engaged in quasi-banking functions
effective January 1, 2008 as agreed to by the BSP subject to certain conditions.
The Parent Company and its subsidiaries’ (the Group) parent company is Metropolitan Group and
Trust Company (MBTC). As of June 30, 2019, the Parent Company is owned by Orix Corporation,
MBTC and First Metro Investment Corporation (FMIC), a subsidiary of MBTC, with shareholdings
of 40%, 40% and 20%, respectively.
The registered office address of the Parent Company is at 21st Floor, GT Tower International, Ayala
Avenue corner H.V. dela Costa Street, Makati City.
The accompanying financial statements of the Group were approved and authorized for issue by the
BOD on October 23, 2019.
2. Summary of Significant Accounting Policies, Significant Accounting Judgements, Estimates
and Assumptions
Basis of Preparation
The accompanying financial statements have been prepared on a historical cost basis except for
financial assets at fair value through other comprehensive income (FVOCI), available-for-sale (AFS)
financial assets and derivative financial instruments designated as hedge instruments, which are
measured at fair value. The unaudited interim condensed consolidated financial statements are
presented in Philippine peso (P
=). All values are rounded to the nearest thousands in peso except when
otherwise indicated.
The unaudited interim condensed consolidated financial statements have been prepared for inclusion
in the offering circular prepared by the Group for its retail bond offering.
Statement of Compliance
The unaudited interim condensed consolidated financial statements of the Group have been prepared
in accordance with PAS 34, Interim Financial Reporting. Accordingly, the unaudited interim
condensed consolidated financial statements do not include all of the information and disclosures
required in the annual audited financial statements and should be read in conjunction with the
Groups’ annual audited financial statements as at and for the year ended September 30, 2018.
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Presentation of Financial Statements
The Group presents its statement of financial position broadly in order of liquidity.
Basis of Consolidation
The consolidated financial statements include the financial statements of the following subsidiaries:

Subsidiary
OMLF Insurance Agency, Inc.
(OIAI)
OMLF International Trading and
Development
Corporation (OITDC)
ORIX Auto Leasing Philippines
Corporation (OALPC)
ORIX Rental Corporation (ORC)
OMLF Servicer Corporation (OSC)

Effective
Percentage of
Ownership
100.0

100.0
100.0
100.0
60.0

Industry

Country of
Incorporation

Date of
Incorporation

Insurance Agency

Philippines November 11, 1980

Real Estate Lease
Car Lease and Repairs and
Maintenance
Car and Equipment Lease
Collection Service

Philippines September 25, 1986
Philippines September 14, 1989
Philippines
January 28, 1999
Philippines December 28, 2007

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:
·
·
·

Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee);
Exposure, or rights, to variable returns from its involvement with the investee, and
The ability to use its power over the investee to affect its returns

The Group reassesses whether or not it has control over an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of financial position and statement of
income from the date the Group gains control until the date the Group ceases to control the
subsidiary.
The financial statements of the subsidiaries are prepared on the same reporting period as the Parent
Company using consistent accounting policies. All significant intra-group balances, transactions,
income and expenses and profits and losses resulting from intra-group transactions are eliminated in
full in the consolidation.
Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the non-controlling interests, even if this results in the noncontrolling interest having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in line with the Group’s accounting
policies.
Non-controlling Interests
Non-controlling interest represents the portion of profit or loss and net assets not owned, directly or
indirectly, by the Parent Company.
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Non-controlling interests are presented separately in the consolidated statement of income,
consolidated statement of comprehensive income, and within equity in the consolidated statement of
financial position, separately from Parent Company’s shareholders' equity. Any losses applicable to
the non-controlling interests are allocated against the interests of the non-controlling interest even if
this results in the non-controlling interest having a deficit balance. Acquisitions of non-controlling
interests that do not result in a loss of control are accounted for as equity transactions, whereby any
difference between the amounts by which the non-controlling interests are adjusted and the fair value
of the consideration paid or received shall be recognized directly in equity and attributed to the
owners of the Parent Company.
Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:
•
•

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest. A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:
·
·
·

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Group can access at the measurement date
Level 2 - inputs other than quoted prices included within Level 1 that are observable either
directly or indirectly
Level 3 - inputs are unobservable inputs for the asset or liability

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period. External appraisers are involved for valuation of
significant assets, such as investment properties and other asserts-chattels.
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.
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Changes in Accounting Policies
The accounting policies adopted in the preparation of the interim condensed consolidated financial
statements are consistent with those followed in the preparation of the annual financial statements as
of and for the year ended September 30, 2018, except for the adoption of the following new and
amended standards and interpretations, which became effective for the financial year beginning
October 1, 2018 and the early adoption of PFRS 16, Leases as follows:
New standards effective October 1, 2018
· Philippine Financial Reporting Standards (PFRS) 9, Financial Instruments
PFRS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial
Instruments: Recognition and Measurement and all previous versions of PFRS 9. The standard
introduces new requirements for classification and measurement, impairment, and hedge
accounting.
The Group has adopted PFRS 9 effective October 1, 2018 using the modified retrospective
approach resulting in the following:
· Comparative information for prior periods is not restated. The classification and
measurement, including the impairment requirements, previously applied in accordance with
PAS 39 and disclosures required in PFRS 7, Financial Instruments: Disclosures are retained
for the comparative prior periods.
· The difference between the previous carrying amounts under PAS 39 and the carrying
amounts under PFRS 9 as at October 1, 2018, the date of initial application, is recognized in
the opening Surplus or other component of equity, as appropriate.
Classification and Measurement
Under PFRS 9, the classification is based on the Group’s business model for managing the
financial assets and whether the financial instrument’s contractual cash flows represent “solely
payments of principal and interests” or “SPPI” on the principal amount outstanding. The SPPI
and business model assessments are applied to all financial assets, except equity instruments and
derivatives.
The PAS 39 measurement categories of financial assets (i.e. fair value through profit or loss,
available-for-sale (AFS), held-to-maturity (HTM) and loans and receivables (L&R)) have been
replaced by:
· Debt instruments at amortized cost (AC);
· Debt instruments at fair value through other comprehensive income (FVOCI) with gains or
losses recycled to profit or loss on derecognition;
· Equity instruments at FVOCI, with no recycling of gains or losses in profit or loss on
derecognition; and
· Financial assets at fair value through profit or loss (FVTPL).
The accounting for financial liabilities remains largely the same as it was under PAS 39, except
for the treatment of gains or losses arising from an entity’s own credit risk relating to liabilities
designated at FVTPL. Such movements are presented in other comprehensive income with no
subsequent reclassification to profit or loss.
Under PFRS 9, embedded derivatives are no longer separated from the host financial asset.
Instead, financial assets are classified based on the business model and their contractual terms.
The accounting for derivatives embedded in financial liabilities and in non-financial host
contracts has not changed.
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The assessment of the Group’s business model was made as at October 1, 2018. The assessment
of whether the instruments’ contractual cash flows are SPPI was made based on the facts and
circumstances as at the initial recognition of the financial assets.
Financial assets classified as L&R under PAS 39 as of September 30, 2018 are continued to be
carried at amortized cost beginning October 1, 2018. The Group also elected the option to
irrevocably designate its equity investments classified as AFS financial assets as of
September 30, 2018 as financial assets at FVOCI beginning October 1, 2018.
The adoption of PFRS 9 did not have material impact to the Group’s financial liabilities. They
remained to be classified at amortized cost upon transition.
Impairment
The adoption of PFRS 9 has fundamentally changed the Group’s measurement of impairment
losses for its financial assets – from PAS 39’s incurred loss approach to a forward-looking
expected credit loss (ECL) approach. Under PFRS 9, the Group is required to provide ECL for
all loans and other debt financial assets not held at FVTPL, which include, but are not limited to,
loans and other receivables, and investment in bonds, together with loan commitments and
financial guarantee contracts. The allowance is based on the ECLs associated with the risk of
default in the next twelve months unless there has been a significant increase in credit risk since
origination or the financial assets are impaired where lifetime ECL is provided. If the financial
asset meets the definition of purchased or originated credit impaired (POCI), the allowance is
based on the change in the ECLs over the life of the asset. On the other hand, the previous
incurred loss approach under PAS 39 recognized credit losses only when there is an objective
evidence of impairment.
ECLs are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects to receive. The cash shortfall is then
discounted at the financial asset’s original effective interest rate. Under the general approach that
considers assessment of the significant increase in credit risk, the ECL calculation is comprised of
three components - probability of default (PD), loss given default (LGD), and exposure at default
(EAD). PD captures the counterparty’s risk of default. LGD reflects the amount of expected
losses upon default. EAD is largely the on-balance sheet amounts and off-balance sheet amounts
in the event of a default.
In the staging assessment, the Group determines if the financial assets demonstrate significant
increase/improvement in credit risk as of the reporting dates. A combination of quantitative
thresholds and expert judgment is applied in classifying the financial assets into stages. Financial
assets that do not demonstrate significant increase in credit risk are classified under Stage 1,
while financial assets that demonstrate significant increase in credit risk since origination but
there is no objective evidence of impairment as of reporting date are classified under Stage 2.
Financial assets with objective evidence of impairment are classified under Stage 3.
Accordingly, the 12-month ECL is computed for Stage 1 accounts, while the lifetime ECL is
calculated for Stage 2 and Stage 3 accounts. Furthermore, in computing for the probabilityweighted ECL, calibration factors, such as point-in-time PD as of the reporting date, forward
looking inputs such as macro-economic factors and scenario weights are imputed into the
baseline model.
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The following table reconciles the aggregate opening loan loss provisions under PAS 39 and
provisions for loan commitments and financial guarantee contracts in accordance with
PAS 37 to the ECL allowances under PFRS 9 as of October 1, 2018.
Measurement category
Loans and receivables

Impairment allowance
under PAS 39
P
=737,818,453

Impairment allowance
Re-measurement
under PFRS 9
(P
= 54,451,855)
P
=683,366,598

As of October 1, 2018, the Group assessed that the impact of ECL on Due from BSP, Cash in
Banks, SPURA and other financial assets is not significant.
Hedge Accounting
The new hedge accounting model under PFRS 9 aims to simplify hedge accounting, align the
accounting for hedge relationships more closely with an entity’s risk management activities and
permit hedge accounting to be applied more broadly to a greater variety of hedging instruments
and risks eligible for hedge accounting.
The adoption of PFRS 9 did not have significant impact to the Group’s hedging transactions
accounted for under the cash flow hedge.
The impact of transition to PFRS 9 on the Group’s Retained Earnings and Total Equity as of
October 1, 2018 is as follows:
Retained Earnings Attributable to Equity Holders
of the Parent Company
Closing balance under PAS 39 (September 30, 2018)
Effect of Adoption of PFRS 9
Deferred tax in relation to the above
Opening balance under PFRS 9 (October 1, 2018)
Non-controlling Interest
Net change to Total Equity due to adoption of
PFRS 9
·

P
=3,811,611,802
54,451,855
(16,335,556)
3,849,728,101
P
=–
P
=38,116,299

PFRS 15, Revenue from Contracts with Customers
PFRS 15 supersedes PAS 11 Construction Contracts, PAS 18 Revenue and related
interpretations. It applies, with limited exceptions, to all revenue arising from contracts with
customers. Under PFRS 15’s new five-step model, revenue is recognized at an amount that
reflects the consideration to which an entity expects to be entitled in exchange for transferring
goods or services to a customer. The principles in PFRS 15 provide a more structured approach
to measuring and recognizing revenue.
The Group adopted PFRS 15 effective January 1, 2018 using a modified retrospective approach.
Under this method, the standard can be applied either to all contracts at the date of initial
application or only to contracts that are not completed at this date. The Group applied this
method for all contracts at the date of initial application. Therefore, the comparative information
is not restated and continues to be reported under PAS 18 and related interpretation.
The adoption of PFRS 15 did not result in transition adjustments to retained earnings or any item
of equity of the Group as of October 1, 2018.
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The following table sets out the amounts by which each financial statement line items are affected
for the nine-month period ended June 30, 2019, as a result of the adoption of PFRS 15. The first
column shows what the amounts would have been had PFRS 15 not been adopted and the second
column shows the amounts under PFRS 15:
For the nine months ended June 30, 2019
Balances without
adoption of
Effect of
PFRS 15
Change
As reported
Statement of income
Revenues
Leasing
Services

=1,554,923,951
P
204,539,533

(P
=148,454,927)
148,454,927

=1,406,469,024
P
352,994,460

The adoption of PFRS 15 did not have an impact on the Group’s deferred tax balances as at
October 1, 2018 and as of and for the nine months ended June 30, 2019, and on the operating,
investing and financing cash flows for the nine months ended June 30, 2019.
The nature of the adjustment in the statement of income for the nine months ended June 30, 2019
is described below:
Non-lease components in operating lease contracts
Under the Group’s operating lease contracts, the Group promises to provide periodic maintenance
and fleet services on a when-and-if needed basis on the equipment held under lease by the lessees
after meeting a pre-determined amount of usage. The consideration for these services is
accounted for as part of the leasing income under the previous standard. Effective October 1,
2018, the promise to provide periodic maintenance and fleet services is a distinct performance
obligation scoped in under PFRS 15. The nature of the promise is a stand-ready obligation,
where the Group is standing ready to provide the services available to the customers to use as and
when it decides to do so. The Group allocates the total rental fees based on the relative standalone selling prices of the lease and non-lease components. Revenue on these services is
recognized over-time, measured based on the passage of time (i.e. straight-line basis).
Accordingly, the adoption of PFRS 15 resulted in the reclassification from “Leasing income” to
“Service income” in the statement of income for the nine months ended June 30, 2019.
Moreover, the adoption of the following amendments and interpretation to standards did not have
significant impact on the financial statements of the Group:
· Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Sharebased Payment Transactions
· Amendments to PFRS 4, Insurance Contracts, Applying PFRS 9, Financial Instruments, with
PFRS 4
· Amendments to PAS 28, Measuring an Associate or Joint Venture at Fair Value
(Part of Annual Improvements to PFRSs 2014 - 2016 Cycle)
· Amendments to PAS 40, Investment Property, Transfers of Investment Property
· Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance
Consideration
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Early adoption of New Accounting Standard
The Group early adopted PFRS 16, Leases, beginning October 1, 2018.
·

PFRS 16, Leases
PFRS 16 supersedes PAS 17, Leases, Philippine Interpretation IFRIC 4, Determining Whether an
Arrangement Contains a Lease, SIC-15, Operating Leases - Incentives, and SIC-27, Evaluating
the Substance of Transactions Involving the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation and disclosure of leases and requires
lessees to account for most leases under a single on-balance sheet model.
The Group adopted PFRS 16 using the modified retrospective approach and applying certain
transition reliefs with the date of initial application of October 1, 2018. The Group elected to use
the practical expedient allowing the standard to be applied only to contracts that were previously
identified as leases applying the old standards at the date of initial application. The Group also
elected to use the recognition exemptions for lease contracts which the underlying asset is of low
value (‘low-value assets’). As of October 1, 2018, the effect of adopting PFRS 16 is an increase
in the following accounts in the statement of financial position:
Assets
Right-of-use (ROU) assets

=274,067,359
P

Liabilities
Lease liabilities

=274,067,359
P

PFRS 16 has no significant impact in the interim condensed consolidated financial statements for
leases where the Group is the lessor.
The Group has lease contracts for various office spaces used as head office and branch offices.
Before the adoption of PFRS 16, the Group classified each of its leases (as lessee) at the inception
date as either a finance lease or an operating lease. A lease was classified as a finance lease if it
transferred substantially all of the risks and rewards incidental to ownership of the leased asset to
the Group; otherwise it was classified as an operating lease. All leases (as lessee) were classified
as operating leases. In an operating lease, the leased property was not capitalized and the lease
payments were recognized as rent expense in the statement of income on a straight-line basis over
the lease term. Any prepaid rent and accrued rent were recognized under ‘Prepaid expenses’ and
‘Accrued expenses’ lodged in ‘Accounts Payable and Other Liabilities’, respectively.
Upon adoption of PFRS 16, the Group applied a single recognition and measurement approach
for all leases (as lessee) except for short-term leases and leases of low-value assets. The Group
recognized lease liabilities representing lease payments and right-of-use (ROU) assets
representing the right to use the underlying assets.
Upon adoption of PFRS 16 at and after transition date, the ROU assets were recognized based on
the amount equal to the lease liabilities, adjusted for any related prepaid and accrued lease
payments previously recognized. Lease liabilities were recognized based on the present value of
the remaining lease payments, discounted using the incremental borrowing rate at the date of
initial application.
As allowed under PAS 12, Income Taxes, the Group applied the initial recognition exception in
recognizing the deferred taxes related to the ROU assets and lease liability.
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For the nine months ended June 30, 2019, the movements of the Group’s ROU asset and lease
liability follow:
Balances at October 1, 2018
New contracts executed
Amortization (included under ‘Depreciation and
amortization’)
Interest expense (included under ‘Interest and
finance charges’)
Lease payments
Lease contracts pre-terminated
Balances at June 30, 2019

ROU Assets Lease Liabilities
P
=274,067,359
P
=274,067,359
31,955,497
31,955,497
(82,841,349)
−
−
(539,185)
P
=222,642,322

−
13,284,667
(96,463,190)
(557,329)
P
=222,287,004

Changes in presentation in the statement of income
In 2019, the Group determined that certain income items arising from contracts with its customers
shall be presented in “Revenues” under “Services” in the statement of income. Accordingly, the
Group reclassified income items totaling =
P114.09 million, consisting of service charges, fees and
commissions, from “Other income” to “Revenues” in the statement of income for the nine months
ended June 30, 2018.
Summary of New Accounting Policies
The following are the Group’s new accounting policies effective October 1, 2018.
Classification and Subsequent Measurement
Financial assets are measured at FVTPL unless these are measured at FVOCI or at amortized cost.
Financial liabilities are classified as either financial liabilities at FVTPL or financial liabilities at
amortized cost. The classification of financial assets depends on the contractual terms and the
business model for managing the financial assets. Subsequent to initial recognition, the Group may
reclassify its financial assets only when there is a change in its business model for managing these
financial assets. Reclassification of financial liabilities is not allowed.
The Group determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective. The Group’s business model is not assessed on an
instrument-by-instrument basis, but at a higher level of aggregated portfolios. If cash flows after
initial recognition are realized in a way that is different from the Group’s original expectations, the
Group does not change the classification of the remaining financial assets held in that business model,
but incorporates such information when assessing newly originated or newly purchased financial
assets going forward.
As a second step of it classification process, the Group assesses the contractual terms of financial
assets to identify whether they pass the contractual cash flows test (SPPI test). For the purpose of the
SPPI test, principal is defined as the fair value of the financial asset at initial recognition and may
change over the life of the financial asset (for example, if there are repayments of principal or
amortization of the premium or discount). The most significant elements of interest within a lending
arrangement are typically the consideration for the time value of money and credit risk. In contrast,
contractual terms that introduce a more than de minimis exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual
cash flows that are SPPI. In such cases, the financial asset is required to be measured at FVTPL.
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Investment securities at FVOCI
Equity securities designated at FVOCI are those that the Group made an irrevocable election to
present in OCI the subsequent changes in fair value. Dividends earned on holding equity securities at
FVOCI are recognized in the statement of income as ‘Dividends’ when the right of the payment has
been established, except when the Group benefits from such proceeds as a recovery part of the cost of
the instrument, in which case, such gains are recorded in OCI. Gains and losses on disposal of these
equity securities are never recycled to profit or loss, but the cumulative gain or loss previously
recognized in the statement of comprehensive income is reclassified to ‘Retained Earnings’ or any
other appropriate equity account upon disposal. Equity securities at FVOCI are not subject to
impairment assessment.
Financial assets at amortized cost
Financial assets at amortized cost are debt financial assets that meet both of the following conditions:
(1) these are held within a business model whose objective is to hold the financial assets in order to
collect contractual cash flows; and (ii) the contractual terms give rise on specified dates to cash flows
that are SPPI on the outstanding principal amount. This accounting policy relates to the statement of
financial position captions ‘Cash and Cash Equivalents’, ‘Due from BSP’, ‘Interbank loans receivable
and securities purchased under resale agreements (SPURA)’, and ‘Loans and receivables’.
After initial measurement, financial assets at amortized cost are subsequently measured at amortized
cost using the EIR method, less impairment in value. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees that are an integral part of the EIR. The
amortization is included in ‘Interest income’ in the statement of income. Gains and losses are
recognized in statement of income when these investments are derecognized or impaired, as well as
through the amortization process. The ECL is recognized in the statement of income under
‘Provision for credit and impairment losses’. The effects of revaluation on foreign currencydenominated investments are recognized in the statement of income.
Financial liabilities at amortized cost
Issued financial instruments or their components, which are not designated at FVTPL, are classified
as liabilities under ‘Bills payable’, ‘Deposits on Lease Contracts’ or other appropriate financial
liability accounts, where the substance of the contractual arrangement results in the Group having an
obligation either to deliver cash or another financial asset to the holder, or to satisfy the obligation
other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity shares. The components of issued financial instruments that contain both liability and
equity elements are accounted for separately, with the equity component being assigned the residual
amount after deducting from the instrument as a whole the amount separately determined as the fair
value of the liability component on the date of issue.
After initial measurement, bills payable and similar financial liabilities not qualified as and not
designated at FVTPL, are subsequently measured at amortized cost using the EIR method.
Amortized cost is calculated by taking into account any discount or premium on the issue and fees
that are an integral part of the EIR.
Impairment of Financial Assets
Overview of the ECL principles
The ECL allowance is based on the credit losses expected to arise on a 12-month duration if there has
been no significant increase in credit risk (SICR) of the financial asset since origination. Otherwise if
a SICR is observed, then the ECL estimation is extended until the end of the life of the financial asset.
The 12-month ECL represents the losses that result from default events on a financial asset which
may happen within 12 months after the reporting date. The Lifetime ECL on the other hand
represents the losses that result from default events on a financial asset which may happen over its
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life. Both Lifetime ECLs and 12-month ECLs are calculated on either an individual basis or a
collective basis, depending on the nature of the underlying portfolio of financial instruments.
The major portfolios of financial assets identified upon initial analysis of the Group’s credit exposure
are loan receivables, treasury accounts, and other receivables. Loan receivables may be availed by
specific individuals, corporations or organizations. Hence, these portfolios can be further segmented
to commercial and consumer portfolios. After segmentation, financial assets are grouped into
Stage 1, Stage 2, and Stage 3 as described below.
Definition of “default” and “cure”
The Group defines a financial instrument as in default, which is fully aligned with the definition of
credit impaired, in all cases when the borrower becomes over 90 days past due on its contractual
payments. As a part of a qualitative assessment of whether a customer is in default, the Group also
considers a variety of instances that may indicate unlikeliness to pay. When such events occur, the
Group carefully considers whether the event should result in treating the customer as defaulted. An
instrument is considered to be no longer in default (i.e. to have cured) when it no longer meets any of
the default criteria and has exhibited a satisfactory track record.
Significant Increase in Credit Risk (SICR)
In order to determine whether an instrument is subject to 12-month or Lifetime ECL, the Group
assesses whether there has been a SICR since initial recognition. The criteria for determining
whether credit risk has increased significantly vary by portfolio and include qualitative factors,
including a backstop based on delinquency. The credit risk of a particular exposure is deemed to
have increased significantly since initial recognition if, based on the Group’s internal credit
assessment, the borrower or counterparty is determined to have well-defined credit weaknesses.
These may include adverse trends or developments of financial, managerial, economic or political
nature, or a significant weakness in collateral. Credit weakness may be manifested by unfavorable
record or unsatisfactory characteristics or may only be potential that deserves management’s close
attention and may lead to significant losses or may result in collection or liquidation of the
outstanding loan amount to be highly improbable. For exposures without internal credit grades, if
contractual payments are more than thirty (30) days past due, the credit risk is deemed to have
increased significantly since initial recognition. Days past due are determined by counting the
number of days since the earliest elapsed due date in respect of which full payment has not been
received. In subsequent reporting periods, if the credit risk of the financial asset improves such that
there is no longer a SICR since initial recognition, the Group shall revert to recognizing a 12-month
ECL.
Staging assessment
For non-credit-impaired financial assets:
· Stage 1 is comprised of all non-impaired financial assets which have not experienced a SICR
since initial recognition. The Group recognizes a 12-month ECL for Stage 1 financial assets.
· Stage 2 is comprised of all non-impaired financial assets which have experienced a SICR since
initial recognition. The Group recognizes a lifetime ECL for Stage 2 financial assets.
For credit-impaired financial assets:
· Financial assets are classified as Stage 3 when there is objective evidence of impairment as a
result of one or more loss events that have occurred after initial recognition with a negative
impact on the estimated future cash flows of a financial asset or a portfolio of financial assets.
The ECL model requires a lifetime ECL for impaired financial assets.
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Financial assets that are credit-impaired on initial recognition are classified as purchased or originated
credit-impaired (POCI) assets. These are recorded at fair value at original recognition and interest
income is subsequently recognized based on a credit-adjusted EIR. ECL is only recognized or
released to the extent that there is a subsequent change in the ECLs.
Assessment of ECL on a collective basis
The Group calculates ECL either on an individual or a collective basis. The Group performs
collective impairment by grouping exposures into smaller homogenous portfolios based on a
combination of borrower and account characteristics. Accounts with similar risk attributes (i.e.
facility, security, credit rating, months-on-books, utilization and collateral type, etc.) are pooled
together for calculating provisions based on the ECL models.
ECL parameters and methodologies
ECL is a function of the probability of default (PD), exposure-at-default (EAD), and loss-given
default (LGD), with the timing of the loss also considered, and is estimated by incorporating forwardlooking economic information and through the use of experienced credit judgement.
The PD represents the likelihood that a credit exposure will not be repaid and will go into default in
either a 12-month horizon for Stage 1 or lifetime horizon for Stage 2. The PD for each individual
financial asset is modelled based on historical data and is estimated based on current market
conditions and reasonable and supportable information about future economic conditions. The Group
segmented its credit exposures based on homogenous risk characteristics and developed a
corresponding PD methodology for each portfolio. The PD methodology for each relevant portfolio
is determined based on the underlying nature or characteristic of the portfolio, behavior of the
accounts and materiality of the segment as compared to the total portfolio.
EAD consists of the amortized cost and any accrued interest receivable. For off-balance sheet and
undrawn committed amounts, EAD includes a credit conversion factor which is an estimate of any
further amount to be drawn at the time of default.
LGD is the amount that may not be recovered in the event of default and is modelled based on
historical cash flow recovery and reasonable and supportable information about future economic
conditions, where appropriate. LGD takes into consideration the amount and quality of any collateral
held.
Forward-looking information
The Group incorporates forward-looking information into both its assessment of whether the credit
risk of a financial asset has increased significantly since its initial recognition and its measurement of
ECL. A broad range of forward-looking information are considered as economic inputs, such as
growth of the gross domestic product, inflation rates, unemployment rates, interest rates and BSP
statistical indicators. The inputs and models used for calculating ECL may not always capture all
characteristics of the market at the date of the financial statements. To reflect this, qualitative
adjustments or overlays are occasionally made as temporary adjustments when such differences are
significantly material.
Restructured Loans
Where possible, the Group seeks to restructure loans rather than to take possession of collateral. This
may involve extending the payment arrangements and the agreement of new loan conditions. Once
the terms have been renegotiated, the loan is no longer considered past due. Management
continuously reviews and monitors restructured loans until derecognition to ensure that all criteria are
met and that future payments are likely to occur. The loans continue to be subject to an individual or
collective impairment assessment, calculated using the loan’s original EIR. The difference between
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the recorded value of the original loan and the present value of the restructured cash flows,
discounted at the original EIR, is recognized in ‘Provision for credit and impairment losses’ in the
statement of income. Beginning October 1, 2018, when the loan has been restructured but not
derecognized, the Group also reassesses whether there has been a SICR and considers whether the
assets should be classified as Stage 3. If the restructuring terms are substantially different, the loan is
derecognized and a new ‘asset’ is recognized at fair value using the revised EIR.
Leases
ROU assets
The Group recognizes ROU assets at the commencement date of the lease. These are measured at
cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of ROU assets includes the amount of lease liabilities recognized, initial
direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at
the end of the lease term, the recognized ROU assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term. ROU assets are subject to impairment.
Lease liabilities
At the commencement date of the lease, the Group recognizes lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed lease payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably certain
to be exercised by the Group and payments of penalties for terminating a lease, if the lease term
reflects the Group exercising the option to terminate. The variable lease payments that do not depend
on an index or a rate are recognized as expense in the period on which the event or condition that
triggers the payment occurs.
In calculating the present value of lease payments, the Group uses the incremental borrowing rate at
the lease commencement date if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed
lease payments or a change in the assessment to purchase the underlying asset.
Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition exemption to its short-term leases of branch
premises (i.e. those leases that have a lease term of 12 months or less from the commencement date
and do not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases of office equipment that are considered of low value. Lease payments on shortterm leases and leases of low-value assets are recognized as expense on a straight-line basis over the
lease term.
The Group assesses the low-value assets based on the value of the assets when it is new, regardless of
the age of the asset being leased. The Group identifies the underlying asset as low value only if:
· the Group can benefit from the use of the underlying asset on its own or together with other
resources that are readily available to the Group; and
· the underlying asset is not highly dependent on, or highly interrelated with, other assets.
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Lease term of contracts with renewal options
The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.
The Group has the option, under some of its leases to renew the lease term. The Group applies
judgment in evaluating whether it is reasonably certain to exercise the option to renew. It considers
all relevant factors that create an economic incentive for it to exercise the renewal. After the
commencement date, the Group reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise (or not to exercise) the option
to renew.
Standards Issued but not yet Effective
Standards issued but not yet effective up to the date of the Group’s financial statements are listed
below. The listing consists of standards and interpretations issued, which the Group reasonably
expects to be applicable at a future date. The Group intends to adopt these standards when they
become effective. Except as otherwise indicated, the Group does not expect the adoption of these
new and amended PFRS and Philippine Interpretations to have significant impact on its financial
statements.
Effective beginning on or after January 1, 2020
· Amendments to PFRS 3, Definition of a Business
· Amendments to PAS 1, Presentation of Financial Statements, and PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors, Definition of Material
Effective beginning on or after January 1, 2021
· PFRS 17, Insurance Contracts
Deferred effectivity
· Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture
Significant Accounting Judgements, Estimates and Assumptions
The preparation of the interim condensed consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenue, expenses,
assets and liabilities, and the disclosure of contingent liabilities, at the reporting date. However,
uncertainty about these estimates and assumptions could result in outcomes that could require a
material adjustment to the carrying amount of the affected asset or liability in the future.
Except as otherwise stated, the significant accounting judgments, estimates and assumptions used in
the preparation of the interim condensed consolidated financial statements are consistent with those
used in the annual consolidated financial statements as at and for the year ended September 30, 2018.
Assessing credit losses on loans and receivables
The measurement of impairment losses both under PFRS 9 and PAS 39 across all categories of
financial assets requires judgment, in particular, the estimation of the amount and timing of future
cash flows, including collectability, collateral values and other credit enhancements, when
determining impairment losses.
Effective October 1, 2019, under PFRS 9, additional judgments are also made in assessing whether
there is significant increase in credit risk. These estimates are driven by a number of factors, changes
of which can result in different levels of allowances.
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The Group’s impairment calculations are outputs of statistical models with a number of underlying
assumptions regarding the choice of variable inputs and their interdependencies. Elements of the
impairment models that are considered accounting judgements and estimates include:
· the Group’s criteria defining default and for assessing if there has been a significant increase in
credit risk;
· the segmentation of financial assets when impairment is assessed on a collective basis;
· development of impairment models, including the various formulas and the choice of inputs;
· determination of associations between macroeconomic scenarios and, economic inputs, and the
effect on PDs, EADs and LGDs; and
· selection of forward-looking macroeconomic scenarios and their probability weightings, to derive
the economic inputs into the impairment models.
It has been the Group’s policy to regularly review its models in the context of actual loss experience
and adjust when necessary. Increases or decreases on the allowance for impairment losses are
recorded under operating expenses in profit or loss.
The carrying amount of loans and receivables are =
P40.39 million and =
P40.76 million as of
June 30, 2019 and September 30, 2018 respectively. (see Note 5).
Determining the lease term of contracts with renewal and termination options – Group as lessee
The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.
The Group has several lease contracts that include extension and termination options. The Group
applies judgement in evaluating whether it is reasonably certain whether or not to exercise the option
to renew or terminate the lease. That is, it considers all relevant factors that create an economic
incentive for it to exercise either the renewal or termination. After the commencement date, the
Group reassesses the lease term if there is a significant event or change in circumstances that is within
its control and affects its ability to exercise or not to exercise the option to renew or to terminate (e.g.,
construction of significant leasehold improvements or significant customization to the leased asset).
Upon adoption of PFRS 16, the Group determined that in certain lease contracts, the options to extend
or terminate the lease are not enforceable, as the Group cannot enforce the extension of the lease
without the agreement from the lessor, and therefore, the Group does not have the right to use the
asset beyond the non-cancellable period. Accordingly, these optional periods are not included in the
determination of the lease term.
Leases - Estimating the incremental borrowing rate
The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow with similar term and with similar security, the funds necessary
to obtain an asset of a similar value to the right-of-use asset in a similar economic environment. The
IBR therefore reflects what the Group ‘would have to pay’, which requires estimation when no
observable rates are available or when they need to be adjusted to reflect the terms and conditions of
the lease (for example, when leases are not denominated in the functional currency).
The Group estimates the IBR using observable inputs (such as market interest rates) when available
and is required to make certain entity-specific estimates (such as the credit spread for a stand-alone
credit rating).

*SGVFS038254*

- 16 -

3. Financial Risk Management
Compared with September 30, 2018, there have been no changes in the financial risk exposures that
materially affect the financial statements of the Group as of June 30, 2019. The Group has exposures
to the following risks from its use of financial instruments: (a) credit; (b) liquidity; and (c) market
risks. Related discussions below should be read in conjunction with Note 4, Financial Risk
Management, of the Group’s 2018 consolidated financial statements.
Risk Management Framework
The Group’s risk management is a top-down process that starts with the BOD who is responsible for
stablishing and maintaining a sound risk management system and setting the overall institutional risk
tolerance for the Group. The BOD, through the Risk Oversight Committee (ROC) and with the
assistance of the Risk Management Department, is actively involved in planning, approving,
reviewing, and assessing all risks involved within the Group and is responsible for setting its overall
corporate governance strategy and risk appetite.
The Group reviews the policies for managing each risk which are summarized as follows:
a) Credit Risk
The Group manages credit risk, i.e., the risk that one party to a financial instrument will fail to
discharge an obligation and cause the other party to incur a financial loss, by setting limits for
individual and group of borrowers and for geographical and industry segments. The Group
maintains a general policy of avoiding excessive exposure in any particular sector of the
economy.
While the Group actively seeks to increase its exposure in industries which it believes possess
attractive growth opportunities, it also actively seeks to reduce its exposure in industries where
growth potential is minimal. Although the Group’s leasing and loans portfolio is composed of
transactions with a wide variety 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.
b) Market Risk
The Group’s market risk (the risk of loss to future earnings, to fair values or to future cash flows
that may result from changes in the price of a financial instrument) originates from its holdings of
equities and foreign currency-denominated loans. The value of a financial instrument may
change as a result of changes in interest rates, foreign currency exchange rates, commodity prices,
equity prices and other market changes.
The RMD performs monthly market risk analyses to ensure compliance with its policies and
procedures. Assets and liabilities of the Group maybe mismatched and are vulnerable to
movements in yields. Positive or negative gap is executed depending on the outlook on interest
rates.
Interest rate risk
The Group 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 Group’s policy is
to manage its interest cost using a mix of fixed and floating rate debt.
The Group monitors its exposures to fluctuations in interest rates by measuring the impact of
interest rate movements on its interest income. This is done by modeling the impact of various
changes in interest rates to the Group’s interest-sensitive assets and liabilities.
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Foreign currency risk
Foreign currency risk is the probability of loss to earnings or capital arising from changes in
foreign exchange rates. The Group’s foreign currency risk arises from its foreign currency
liabilities, which consist of US$ denominated borrowings with the banks. The Group’s policy is
to maintain foreign currency exposure within acceptable limits and within existing regulatory
guidelines.
In 2019 and 2018, the Group entered into currency swap agreements to hedge the related foreign
currency and interest rate risks of its US$ denominated floating rate bills payable (see Note 13).
c) Liquidity Risk
The primary business of financing companies entails the borrowing and re-lending of funds.
Consequently, financing companies are subject to substantial leverage, and may therefore be
exposed to the potential financial risks that accompany borrowing. In relation to its various
borrowing arrangements, the Group is currently subject to certain requirements relating to the
maintenance of acceptable liquidity and leverage ratios. The Treasury Marketing and Funds
Management Department has the primary responsibility for managing the Group’s sources of
financing and cash position. The Group believes that its current policies with respect to liquidity
and leverage are prudent. The Group maintains what it believes to be a sufficient cash level and
manages its liquidity by managing the maturity profile of its outstanding loans. The Group
expects no material change in its policies relating to liquidity and leverage.
The Group expects that its continued asset expansion will result in higher funding requirements in
the future. The Group currently has adequate credit lines from various banks and deposit
substitutes generated from the quasi-banking functions of the Parent Company.
4. Fair Value Measurement
The Group held the following assets that are measured at fair value at a recurring basis and assets and
liabilities for which fair values are disclosed, at their corresponding level in the fair value hierarchy.
The table below also summarizes the Group’s and Parent Company’s assets and liabilities for which
carrying amounts do not approximate fair values.
June 30, 2019 (Unaudited)
Fair Value
Carrying
Value
Assets measured at fair value
Financial assets
Financial assets at OCI:
Quoted equity securities
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans

Quoted Prices in
active market
Total
(Level 1)

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

= 1,107,578
P

= 1,107,578
P

= 1,107,578
P

=–
P

=–
P

6,277,372,953

6,028,454,622

–

–

6,028,454,622

30,412,387,154

30,073,643,132

–

–

30,073,643,132

(Forward)
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June 30, 2019 (Unaudited)
Fair Value

Auto loans
Others
Non-financial assets
Investment properties
Total assets
Liabilities measured at fair value:
Financial liabilities designated as
hedge instrument:
Cross-currency swap
Liabilities for which fair values are
disclosed:
Bills payable
Deposits on lease contracts
Total liabilities

Carrying
Value
= 7,639,829
P
4,197,836,043

444,501,495
914,196,699
= 41,340,845,052 P
P
= 41,194,544,572

= 822,435,769
P

Significant
observable
inputs
(Level 2)
=–
P
–

Quoted Prices in
active market
Total
(Level 1)
= 7,485,171
P
=–
P
4,169,657,370
–
–
= 1,107,578
P

Significant
unobservable
inputs
(Level 3)
= 7,485,171
P
4,169,657,370

–
914,196,699
P– P
=
= 41,193,436,994

= 822,435,769
P

=–
P

= 822,435,769
P

= 36,009,718,290 =
P
P33,673,261,301
1,660,895,053
1,373,054,708
= 38,493,049,112 P
P
= 35,868,751,778

P–
=
–
=–
P

P–
=
–
= 822,435,769
P

P
=–
= 33,673,261,301
P
1,373,054,708
= 35,046,316,009
P

September 30, 2018 (Audited)
Fair Value
Carrying
Value

Quoted Prices in
active market
Total
(Level 1)

Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
=1,113,338
P
=1,113,338
P
Financial assets designated as hedge
instrument:
Cross-currency swap
17,773,098
17,773,098
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
6,519,002,311
5,353,001,232
Notes receivable finance:
Commercial loans
29,644,944,575 29,091,177,495
Auto loans
7,931,534
8,358,802
Others
4,263,244,925
4,375,008,038
Non-financial assets
Investment properties
418,206,035
688,256,591
Non-current asset held for sale
34,000,000
34,000,000
Total assets
P40,906,215,816 P
=
=39,568,688,594
Liabilities measured at fair value:
Financial liabilities designated
as hedge instrument:
Cross-currency swap
Liabilities for which fair values are
disclosed:
Bills payable
=
P39,095,496,218 P
=37,576,457,717
Deposits on lease contracts
1,564,079,763
1,330,227,222
Total liabilities
=40,659,575,981 =
P
P38,906,684,939

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

=1,113,338
P

=−
P

=−
P

−

17,773,098

−

−

−

5,353,001,232

−
−
−

−
−
−

29,091,177,495
8,358,802
4,375,008,038

−
−
=1,113,338
P

−
688,256,591
−
34,000,000
=17,773,098 P
P
=39,549,802,158

-

-

=−
P
−
=−
P

=−
P
−
=−
P

=37,576,457,717
P
1,330,227,222
=38,906,684,939
P

The methods and assumptions used by the Group in estimating the fair value of the financial
instruments are:
Cash and cash equivalents (excluding cash on hand), due from BSP, SPURA, interbank loan
receivables, other short-term receivables and accounts payable and other liabilities
Fair values approximate carrying amounts given the short-term nature of these instruments.
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AFS financial assets/Financial assets at fair value through other comprehensive income
Fair values are based on quoted prices published in markets.
Derivative financial instrument
Fair value of the derivative instrument is determined using a valuation technique using market
observable inputs including foreign exchange rates and interest rate curves prevailing at the reporting
date. For the cross-currency swaps, discounted cash flow model is applied. This valuation model
discounts each cash flow of the derivatives at a rate that is dependent on the tenor and currency of the
cash flow.
Loans and receivables (excluding other short-term receivables)
Fair values are estimated by discounted cash flow methodology, using the Group’s current
incremental lending rates for similar type of loans.
Bills payable and deposits on lease contracts
Fair values are estimated using the discounted cash flow methodology using the Group’s current
incremental borrowing rates for similar borrowings with maturities consistent with those remaining
for the liability being valued.
Inputs used in estimating the fair values of loans and receivables, bills payable and deposits on lease
contracts categorized under Level 3 include risk-free rates and applicable risk premium.
Investment properties and non-current asset held for sale
The fair value of the investment properties and the non-current asset held for sale, measured at
Level 3, has been determined based on valuations made by accredited external and/or in-house
appraisers on the basis of recent sales transactions of similar properties in the same areas as the
investment properties and taking into account the economic conditions prevailing at the time the
valuations were made. They make use of market data approach which involves correlation and
analysis of comparable lots, either recently sold or offered for sale in the market, upon which the
market value of subject property is estimated.
Description of the valuation techniques and significant unobservable inputs used in the valuation of
the Group’s investment properties are as follows:
Valuation Techniques
Market data approach

A process of comparing the subject property being appraised to similar
comparable properties recently sold or being offered for sale.

Significant Unobservable Inputs
Price per square meter
The unit price assigned to the property
Size

Size of lot in terms of area. Evaluate if the lot size of property or
comparable conforms to the average cut of the lots in the area and
estimate the impact of lot size differences on land value.

Shape

Particular form or configuration of the lot. A highly irregular shape
limits the usable area whereas an ideal lot configuration maximizes the
usable area of the lot which is associated in designing an improvement
which conforms with the highest and best use of the property.
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Location

Location of comparative properties whether on a main road, or
secondary road. Road width could also be a consideration if data is
available. As a rule, properties located along a main road are superior to
properties located along a secondary road.

5. Loans and Receivables
This account consists of:
June 30,
2019
(Unaudited)
Receivables from customers:
Lease contract receivables:
Lease contract receivables
Residual value of leased assets
Unearned lease income
Notes receivable financed:
Commercial loans
Auto loans
Others
Unearned finance income:
Commercial loans
Auto loans
Others
Other receivables:
Receivables – trade
Receivables from employees
Others (Note 8)
Allowance for credit losses

September 30,
2018
(Audited)

P
=5,794,349,982 =
P6,141,374,672
1,112,748,070
1,114,956,676
6,907,098,052
7,256,331,348
(631,642,950)
(598,815,929)
6,275,455,102
6,657,515,419
34,111,459,416
9,081,093
4,738,600,423
38,859,140,932

33,501,448,616
9,829,127
5,034,419,667
38,545,697,410

(3,741,771,996) (3,430,894,867)
(1,467,037)
(1,093,601)
(523,821,511)
(610,246,850)
34,592,080,388 34,503,462,092
285,163,418
273,391,779
15,021,682
13,624,140
153,288,648
49,253,583
453,473,748
336,269,502
41,321,009,238 41,497,247,013
(934,595,092)
(737,818,453)
P
=40,386,414,146 P
=40,759,428,560

Lease contract receivables, which are solely accounts of the Parent Company, are due in monthly
installments with terms ranging from one (1) to five (5) years.
Notes receivables financed - Others mainly consists of consumer mortgage loans, personal loans and
employee loans. This also consists of all other loan products of the Parent Company that are
collateralized by motorcycles, computers and other auxiliary equipment.
The effective interest rates of receivables from customers range from 9.0% to 15.0% and
7.0% to 12.0% for the nine-month periods ended June 30, 2019 and 2018, respectively.
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Of the total receivables from customers of the Group as of June 30, 2019 and September 30, 2018,
11.6% and 13.8%, respectively, are subject to periodic interest repricing. The remaining receivables
from customers earn annual fixed interest rates range from 6.0% to 12.0% and 6.0% to 9.0% for the
nine-month periods ended June 30, 2019 and 2018.
Receivables - trade represents primarily the receivables of the subsidiaries from their clients under the
operating lease arrangements and the reimbursable expenses of the Parent Company from its
customers.
Changes in the allowance for credit losses on loans and receivables follow:
June 30,
2019
(Nine months)
(Unaudited)
Balance at beginning of period, as previously
reported:
Loans and receivables
Effect of adoption of PFRS 9 (see Note 2)
Balance at beginning of period, as restated
Movements during the period:
Provision for credit and impairment
losses (see Note 18)
Accounts written-off
Balance at end of period

September 30,
2018
(One year)
(Audited)

P
=737,818,453
(54,451,855)
683,366,598

=579,923,295
P
–
579,923,295

251,228,494
–
251,228,494
P
=934,595,092

222,773,395
(64,878,237)
157,895,158
=737,818,453
P

The net nonperforming loans (NPLs) of the Parent Company, as reported to the BSP, follow:

Total NPLs
Less NPLs fully covered by allowance
for credit losses

June 30,
2019
(Unaudited)
P
=1,455,824,751

September 30,
2018
(Audited)
=850,753,508
P

214,849,958
P
=1,240,974,793

3,079,175
=847,674,333
P

As of June 30, 2019 and September 30, 2018, all NPLs of the Parent Company are secured with
collaterals.
Under BSP Circular No. 941, loans, investments, receivables, or any financial asset shall be
considered non-performing, even without any missed contractual payments, when it is considered
impaired under existing accounting standards, classified as doubtful or loss, in litigation, and/or there
is evidence that full payment of principal and interest is unlikely without foreclosure of collateral, if
any. All other loans, even if not considered impaired, shall be considered non-performing if any
principal and/or interest are unpaid for more than ninety (90) days from contractual due date, or
accrued interests for more than ninety (90) days have been capitalized, refinanced, or delayed by
agreement.
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Loans are classified as nonperforming in accordance with BSP regulations, or when, in the opinion of
management, collection of interest or principal is doubtful. Loans are not classified as performing
until interest and principal payments are brought current or the loans are restructured in accordance
with existing BSP regulations, and future payments appear assured. Loans which do not meet the
requirements to be treated as performing loans shall also be considered as NPLs.
6. Property and Equipment
The costs and accumulated depreciation, amortization, and carrying amounts of the Group’s bank
premises, furniture, fixtures and equipment as of June 30, 2019 and September 30, 2018 are shown
below:

June 30, 2019 (Unaudited)
Cost
Accumulated Depreciation and
Amortization
Net Book Values
September 30, 2018 (Audited)
Cost
Accumulated Depreciation and
Amortization
Net Book Values

Land

Buildings and
Improvements

Furniture,
Fixtures and
Equipment

= 183,482,630
P

= 92,003,999
P

=316,080,508
P

= 275,129,720
P

= 15,685,730
P

= 882,382,587
P

−
= 183,482,630
P

(14,315,195)
P77,688,804
=

(243,223,884)
= 72,856,624
P

(179,502,245)
= 95,627,475
P

−
= 15,685,730
P

(437,041,324)
P445,341,263
=

=
P183,482,630

=90,886,428
P

=295,041,842
P

=237,273,040
P

=16,946,020
P

=823,629,960
P

−
=
P183,482,630

12,054,511
P78,831,917
=

217,493,227
P77,548,615
=

148,124,849
P89,148,191
=

−
=16,946,020
P

377,672,587
P445,957,373
=

Leasehold Construction in
Improvements
Progress

Total

The total cost of additions and the net carrying amounts of disposals during the nine months ended
June 30, 2019 amounted to =
P69.83 million and P
=8.10 million, respectively. During the nine months
ended June 30, 2019, total depreciation expense amounted to =
P67.15 million.
The total cost of additions and the net carrying amounts of disposals during the nine months ended
June 30, 2018 amounted to =
P65.90 million and P
=0.04 million, respectively. During the nine months
ended June 30, 2018, total depreciation expense amounted to =
P56.86 million.
Gains and losses on the sale of property and equipment included in ‘Gain on sale of properties - net’
under ‘Other income’ in the statements of income amounted to =
P1.71 million and =
P0.04 million
during the nine months ended June 30, 2019 and 2018, respectively (see Note 17).

7. Equipment for Lease
The movements in the Group’s equipment for lease follow:
June 30,
2019
(Unaudited)
Cost
Balance at beginning of period
Additions
Disposals and others
Balance at end of period

September 30,
2018
(Audited)

P
=5,946,714,282 =
P5,697,094,400
675,156,641
1,038,576,661
(528,698,650)
(788,956,779)
6,093,172,273
5,946,714,282

(Forward)
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June 30,
2019
(Unaudited)
Accumulated Depreciation
Balance at beginning of period
Depreciation
Disposals and others
Balance at end of period
Net Book Value

September 30,
2018
(Audited)

P
=3,183,686,585 =
P2,854,265,590
748,533,256
1,007,513,950
(472,731,369)
(678,092,955)
3,459,488,472
3,183,686,585
P
=2,633,683,801 P
=2,763,027,697

Rental income on the lease of equipment included under ‘Leasing’ in the statements of income
amounted to =
P1.05 billion and P
=1.21 billion during the nine months ended June 30, 2019 and 2018,
respectively.
Revenue from fleet management and maintenance services for the nine months ended June 30, 2019
amounted to =
P148.45 million (see Note 16).
Gains and losses on the sale of equipment for lease included in ‘Gain on sale of properties - net’
under ‘Other income’ in the statements of income amounted to =
P114.56 million and =
P103.41 million
during the nine months ended June 30, 2019 and 2018, respectively (see Note 17).

8. Investment Properties and Non-current Assets Held for Sale
Investment Properties
The composition of this account follows:

Land and land improvements
Buildings

June 30,
2019
(Unaudited)
P
=314,038,722
130,462,773
P
=444,501,495

September 30,
2018
(Audited)
=288,223,031
P
129,983,004
=418,206,035
P

The total cost of additions during the nine months ended June 30, 2019 and 2018 amounted to
=
P28.79 million and =
P40.70 million, respectively.
There were no disposals for the nine months ended June 30, 2019 and 2018.
During the nine months ended June 30, 2019 and 2018, total depreciation expense amounted to
=
P3.48 million and =
P2.36 million.
Rental income on investment properties included under ‘Leasing’ in the statements of income
amounted to =
P36.6 million and =
P16.5 million during the nine months ended June 30, 2019 and
2018, respectively.
Non-current asset held for sale
In December 2018, the Group sold the property with a carrying amount of P
=34.00 million for a total
consideration of =
P139.25 million and recognized gain on sale of =
P114.14 million. As of
June 30, 2019, total consideration receivable under the escrow account with the bank amounted to
=83.55 million, presented under “Other receivables” (see Note 5).
P
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9. Prepaid Expenses
This account consists of:

Prepaid expenses
Prepaid income tax
Unused documentary stamps
Unused stationeries and supplies

June 30,
2019
(Unaudited)
P
=96,274,217
41,764,296
31,595,751
4,064,537
P
=173,698,801

September 30,
2018
(Audited)
=31,604,500
P
35,424,086
28,907,351
2,148,565
=98,084,502
P

June 30,
2019
(Unaudited)

September 30,
2018
(Audited)

P
=–

=17,773,098
P

371,891,305
110,266,280
59,037,518
52,370,305
4,410,831
–
56,728,474
P
=654,704,713

371,122,945
94,026,490
45,154,917
53,359,712
24,370,114
21,124,062
40,368,822
=667,300,160
P

10. Other Assets
This account consists of:

Financial Asset
Derivative asset (Note 13)
Nonfinancial Assets
Input VAT
Chattels - net
Software - net
Deferred tax assets
Retirement asset
Advances to a real estate company
Miscellaneous

Input VAT
Input VAT consists of current and deferred VAT. Deferred input VAT pertains to VAT paid on
purchase of capital assets which will be amortized on a straight-line basis over 60 months.
Chattels – net
The total cost of additions and the net carrying amounts of disposals during the nine months ended
June 30, 2019 amounted to =
P210.7 million and P
=107.6 million, respectively. During the nine months
ended June 30, 2019, total depreciation expense amounted to =
P86.8 million.
The total cost of additions and the net carrying amounts of disposals during the nine months ended
June 30, 2018 amounted to =
P135.03 million and P
=138.37 million, respectively. During the nine
months ended June 30, 2018, total depreciation expense amounted to P
=61.46 million.
Gains and losses on the sale of chattels included in ‘Gain on sale of properties - net’ under ‘Other
income’ in the statements of income amounted to =
P17.96 million and =
P15.03 million during the nine
months ended June 30, 2019 and 2018, respectively (see Note 17).
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Advances to a real estate company
Pending execution of the deed of absolute sale and issuance of the certificate of title, the Group recorded
under ‘Advances to a real estate company’ the payments for the acquisition of a real estate property.
As of September 30, 2018, total payments amounted to =
P21.1 million. Transfer of ownership to the
Company was completed in 2019 and the advances were reclassified to and presented in “Investment
Properties” as of June 30, 2019.
Software – net
The total cost of additions during the nine months ended June 30, 2019 and 2018 amounted to
=
P23.82 million and =
P16.41 million, respectively. During the nine months ended June 30, 2019 and
2018, total amortization expense amounted to =
P9.94 million and =
P2.65 million, respectively.
11. Bills Payable
Bills Payable
This account consists of deposit substitutes and bank borrowings with amortized costs (net of debt
transaction costs), as follows:

Bank borrowings
Deposit substitutes

June 30,
September 30,
2019
2018
(Audited)
(Unaudited)
P
=27,037,415,266 =
P29,588,844,856
8,972,303,024
9,506,651,362
P
=36,009,718,289 P
=39,095,496,218

The balances of unamortized debt transaction costs follow:

Bank borrowings
Deposit substitutes

June 30,
2019
(Unaudited)
P
=135,396,659
26,592,623
P
=161,989,282

September 30,
2018
(Audited)
=110,930,335
P
9,703,096
=120,633,431
P

Deposit substitutes include private fixed rate notes and have annual interest rates ranging from 2.5%
to 7.5% for the nine-month period ended June 30, 2019 and from 2.3% to 3.2% for the nine-month
period ended June 30, 2018 and generally, have tenor of 15 days to 2 years.
Bills payable include also unsecured borrowings various banks and lenders with annual interest rates
ranging from 3.8% to 7.3% for the nine-month period ended June 30, 2019 and from 2.3% to 6.2%
for the nine-month period ended June 30, 2018 for peso-denominated bills payable. For USDdenominated bills payable, annual interest rates are ranging from 2.3% to 3.9% for the nine-month
period ended June 30, 2019 and 2.5% to 3.4% for the nine-month period ended June 30, 2018. These
bank borrowings generally have tenors of 30 days to 3 years.
Bills payable also include peso denominated interbank call loans with annual interest rates ranging
from 4.5% to 4.9% for the nine-month period ended June 30, 2019. The interbank call loans have
tenors of 1 to 3 days only. There were no outstanding balances of interbank call loans as of
June 30, 2019 and September 30, 2018.
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Interest expense on bills payable (including amortization of debt transaction costs) follows:

Bank borrowings
Deposit substitutes

June 30,
June 30,
2019
2018
(Audited)
(Unaudited)
P
=1,236,532,600
=732,359,749
P
478,392,247
359,577,945
P
=1,714,924,847 =
P1,091,937,694

Amortization of debt transaction costs for the nine months ended June 30, 2019 and 2018 amounted
to =
P155.11 million and P
=163.87 million, respectively.

12. Accounts Payable and Other Liabilities
This account consists of:
June 30,
2019
(Unaudited)
Financial liabilities
Accounts payable
Accrued interest payable
Accrued expenses
Others

Nonfinancial liabilities
Gross receipts tax payable
Deferred income
Retirement liability
Withholding tax payable
Value-added tax payable
Advance rentals

September 30,
2018
(Audited)

P
=1,636,002,506 =
P1,739,683,825
316,124,924
255,540,139
123,052,279
100,542,506
15,418,314
13,323,111
2,090,598,023
2,109,089,581

P
=71,810,083
=64,730,279
P
67,032,060
95,647,367
55,416,753
8,521,623
28,856,661
21,951,626
21,563,677
31,830,417
15,807,261
16,044,936
260,486,495
238,726,248
P
=2,351,084,518 P
=2,347,815,829

Accounts payable represents unpaid liabilities to the suppliers for the equipment to be leased out and
financed to the lessees and the borrowers, respectively.
Deferred income primarily pertains to the unearned lease income representing the difference between
the principal amounts of the deposits on lease contracts and their fair values as of the inception of the
lease. The unearned lease income is amortized straight-line over the lease term.
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Retirement Plan
The details of the Group’s net retirement asset and net retirement liability included under ‘Other
assets’ and ‘Accounts payable and other liabilities’, respectively, as of June 30, 2019 and
September 30, 2018 are as follows:

Present value of the defined benefit obligation
Fair value of plan assets
Deficit (Surplus)
Effect of asset ceiling

June 30,
2019
(Unaudited)
P
=498,784,770
(448,408,822)
50,375,948
629,974
P
=51,005,922

September 30,
2018
(Audited)
=328,058,974
P
(346,354,245)
(18,295,271)
2,446,780
(P
=15,848,491)

As of June 30, 2019, net retirement asset of OALP amounted to P
=4.4 million, while net retirement
liability of the Parent Company and ORC amounted to P
=46.9 million and =
P8.5 million, respectively.
As of September 30, 2018, net retirement asset of the Parent Company and OALP amounted to
=20.0 million and =
P
P4.4 million, respectively, while net retirement liability of ORC amounted to
=8.5 million.
P
As of June 30, 2019 and September 30, 2018, the Group’s assumptions in the valuation of the
retirement plan are as follows:
Parent Company
June 30, September
30, 2018
2019
Discount rate
Beginning
Ending
Future salary increases
Average remaining working life

7.83%
5.20%
7.00%
27

5.40%
7.83%
7.00%
27

OALPC
ORC
June 30, September June 30, September
30, 2018
30, 2018
2019
2019
6.80%
6.80%
8.00%
13

4.84%
6.80%
8.00%
13

7.74%
7.74%
8.00%
21

5.40%
7.74%
8.00%
21

For the nine months ended June 30, 2019, the Group recognized remeasurement losses on its
retirement plan amounting to P
=85.04 million, net of deferred tax of P
=36.44 million.
13. Derivatives Designated as Hedge Instruments in a Cash Flow Hedge
The breakdown of derivative asset (liability) as of June 30, 2019 and September 30, 2018 follows:

Derivative asset* (Note 10)
Derivative liabilities

June 30,
2019
(Nine months
Unaudited)
P
=−
(822,435,769)

September 30,
2018
(One year
Audited)
=17,773,098
P
−

*Derivative asset is presented under “Other assets”
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The fair value changes of the derivative asset (liability) follow:

Beginning balance
Net changes in fair value of derivatives recognized
in other comprehensive under a cash flow hedge
Net settlements (collections)

June 30,
2019
(Unaudited)
P
=17,773,098

September 30,
2018
(Audited)
=−
P

(1,014,594,018)
174,385,151
(P
=822,435,769)

17,773,098
−
=17,773,098
P

Cross currency swap agreements
In 2019 and 2018, the Group entered into various currency swap agreement with various
counterparties to hedge foreign currency and interest rate risks on its US$ denominated loans and
bonds. Effectively under the swap agreement, the Group swaps its US$ denominated floating rate
loans into peso fixed-rate loans. On the same date, the Group designated the swaps as an effective
hedging instruments under a cash flow hedge relationship.
The details of the cross-currency swap agreements are as follows:
Counterparty

Date of
Transaction

Metrobank

July 11, 2018

Metrobank

US$46.67 million
3-months LIBOR plus
=2.45 billion
P
Nov 29, 2018 1.11% credit spread, 7.81% per annum,
Nov 29, 2018 to Nov 26, 2021
quarterly
quarterly

Mizuho Bank Ltd. Manila
Branch

Sumitomo Mitsui Banking
Corporation Manila Branch

Receive Floating
Pay Fixed
Leg
Leg
US$56.18 million
3-months LIBOR plus
=3.00 billion
P
July 11, 2018 0.89% credit spread, 6.75% per annum,
to July 5, 2021
quarterly
quarterly
Term

Dec 27, 2018

US$37.61 million
=2.00 billion
P
3-months LIBOR plus
Dec 27, 2018 0.75% credit spread, 7.95% per annum,
to Dec 27, 2021
quarterly
quarterly

Dec 27, 2018

US$33.00 million
3-months LIBOR plus
=1.75 billion
P
Dec 27, 2018 0.45% credit spread, 6.97% per annum,
to Dec 27, 2021
quarterly
quarterly

The movements in cash flow hedge reserve follow:

Beginning balance
Net unrealized gains (losses) on cash flow hedge
Net losses (gains) on cash flow hedges reclassified
to profit or loss
Ending balance (gross of tax)
Deferred tax
Ending balance (net of tax)

June 30,
2019
(Unaudited)
(P
=17,058,362)
(1,014,594,018)
519,744,686
(511,907,694)
153,572,308
(P
=358,335,386)

September 30,
2018
(Audited)
=−
P
17,773,098
(34,831,460)
(17,058,362)
5,117,508
(P
=11,940,85)
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In 2019, net interest expense on these derivative instruments amounted to =
P204.04 million.
As of June 30, 2019, interest payable on the peso fixed pay legs amounted to =
P63.80 million and
interest receivable on the dollar floating rate receive legs amounted to P
=34.15 million. As of
September 30, 2018, interest payable on the peso fixed pay legs amounted to =
P44.94 million and
interest receivable on the dollar floating rate receive legs amounted to P
=23.15 million.
14. Deposits on Lease Contracts
Deposits on lease contracts consist of deposits from lessees under operating leases and customers of
finance lease receivables to serve as security for the prompt and faithful performance of the terms and
conditions of the contracts. For finance lease, such deposits are applied as lease payments at the end
of the lease term subject to the terms and conditions of the contract. For operating leases, the deposit
shall be refunded to the lessee at the termination of the lease without any interest, net of amounts
which may be due to the Group under the terms of the lease of the contract.
The breakdown of deposits on finance and operating leases by contractual settlement dates follows:

Finance Leases
Due within one year
Due beyond one year
Operating Leases
Due within one year
Due beyond one year
Total

June 30,
2019
(Unaudited)

September 30,
2018
(Audited)

P
=526,158,065
1,027,536,132
1,553,694,197

=411,801,181
P
1,051,612,067
1,463,413,248

58,415,930
48,784,926
107,200,856
P
=1,660,895,053

39,113,877
61,552,638
100,666,515
=1,564,079,763
P

15. Equity
Capital Stock
Capital stock as of June 30, 2019 and September 30, 2018 consists of:
June 30, 2019
(Unaudited)
Shares
Amount

September 30, 2018
(Audited)
Shares
Amount

Common - P
=100 par value:
Authorized:
Balance at beginning of period
Increase
Balance at end of period

50,000,000 P
=5,000,000,000
50,000,000 5,000,000,000
100,000,000 P
=10,000,000,000

50,000,000 P
=5,000,000,000
−
−
50,000,000 P
=5,000,000,000

Issued and outstanding:
Balance at beginning of period
Stock dividends
Balance at end of period

43,148,519 P
=4,314,851,900
18,972,278 1,897,227,800
62,120,797 P
=6,212,079,700

35,957,099 =
P3,595,709,900
7,191,420
719,142,000
43,148,519 P
=4,314,851,900
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On November 28, 2018, the BOD and the stockholders approved the increase in authorized capital
stock from 5.0 billion divided into 50.00 million shares with par value of 100.00 per share to 10.0
billion divided into 100.00 million shares with par value of 100.00 per share.
On April 30, 2019, the Securities and Exchange Commission (SEC) approved the increase in
authorized capital stock.
Retained Earnings
Details of the Parent Company’s stock dividend distributed follow:
Date of Declaration
October 28, 2018
October 28, 2018
October 25, 2017
October 26, 2016

Total Amount
=1,250,000,000
P
647,227,800
719,142,000
599,285,000

Record Date
May 20, 2019
October 28, 2018
October 25, 2017
October 26, 2016

Distribution Date
May 31, 2019
January 31, 2019
January 31, 2018
January 31, 2017

Capital Management
The primary objective of the Group’s capital management is to ensure that it complies with externally
imposed capital requirements and it maintains strong credit ratings and healthy capital ratios in order
to support its business and to maximize shareholders’ value.
The Group manages its capital structure and makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of its activities. In order to maintain or adjust the
capital structure, the Group may adjust the amount of dividend payment to shareholders, return
capital structure, or issue capital securities. No changes were made in the objectives, policies and
processes from the previous years.
The Group and its individual regulatory operations have complied with all externally imposed capital
requirements throughout the period.
Regulatory Capital
Under existing BSP regulations, the determination of the Parent Company’s compliance with
regulatory requirements and ratios is based on the amount the Parent Company’s unimpaired capital
reported to the BSP, determined on the basis of regulatory accounting policies, which differ from
PFRS in some aspects.
On January 15, 2013, BSP issued Circular No. 781 for the implementing guidelines on the revised
risk-based capital adequacy framework particularly on the minimum capital and disclosure
requirements for the Philippine banking system in accordance with the Basel III standards.
These guidelines apply to all Universal Banks (UBs) and Commercial Banks (KBs), as well as their
subsidiary banks and QBs. The risk-based capital ratio of a bank, expressed as a percentage of a
qualifying capital to risk weighted assets, shall not be less than ten percent (10%) for both solo basis
(head office plus branches) and consolidated basis (parent bank plus subsidiary financial allied
undertakings, but excluding insurance companies). Other minimum capital ratios include Common
Equity Tier 1 and Tier 1 capital ratios of 6.00% and 7.50%, respectively. A capital conservation
buffer of 2.50%, comprised of CET1 capital, shall likewise be imposed. This circular became
effective beginning on January 1, 2014.
The Group has taken into consideration the impact of this new circular to ensure compliance with the
regulatory requirements and capital ratios.
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The following table sets the regulatory capital of the Parent Company, as reported to BSP:
June 30,
2019
(Unaudited)
Total qualifying capital

P
=7,146,477,849

September 30,
2018
(Audited)
=7,112,268,178
P

Credit risk - weighted assets
Operational risk - weighted assets

P
=47,077,946,114 =
P46,545,867,144
5,345,371,451
4,656,419,587

Total risk-weighted assets

P
=52,423,317,565 P
=51,202,286,731

Common equity tier 1 ratio
Tier 1 capital ratio
Total capital adequacy ratio

13.02%
13.02%
13.63%

12.87%
12.87%
13.87%

Regulatory capital consists of Tier 1 capital, which comprises share capital, retained earnings including
current year profit, less deferred income tax. Certain adjustments are made in PFRS-based results and
reserves, as prescribed by the BSP. The other component of regulatory capital is Tier 2 capital, which
includes general loan loss provision (limited to 1.0% of credit risk weighted assets).
Under Republic Act (RA) No. 8556, Financing Company Act, the Parent Company is required to
maintain the following capital requirements:
(a) Minimum paid-up capital of P
=10.00 million; and
(b) Additional capital requirements for each branch of P
=1.00 million for branches established in
Metro Manila, =
P0.50 million for branches established in other classes of cities and
=0.25 million for branches established in municipalities.
P
16. Revenue from Contracts with Customers
The Group’s revenues for services rendered to customers are as follows:
June 30,
2019
(Unaudited)
Fleet management and maintenance services
(See Note 2)
Service charges and fees
Commissions

P
=148,454,927
134,722,703
69,816,830
P
=352,994,460

June 30,
2018
(Unaudited)
=–
P
52,333,586
61,758,556
=114,092,142
P

Service charges also include billable charges such as fuels and repairs to the lessees under the
Group’s operating lease agreements.
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17. Other Income
This account consists of:

Gain on sale of properties – net
Penalty charges
Interest income from deposits and interbank call
receivables
Recovery on written-off receivables and chargedoff assets
Losses on foreclosure of other assets – chattels
Miscellaneous

June 30,
2019
(Unaudited)
P
=248,362,164
98,871,666

June 30,
2018
(Unaudited)
=118,483,308
P
62,220,344

29,144,474

1,118,011

−
(2,208,573)
108,156,323
P
=482,326,054

12,988,025
(1,602,363)
165,428,295
=358,635,620
P

Miscellaneous income includes forfeited guaranty deposits, chattel mortgage fees and foreign
exchange gains and losses.
Breakdown of gain (loss) on sale of properties – net is as follows:

Equipment for lease (Note 7)
Non-current assets held for sale (Note 8)
Other assets – chattels (Note 10)
Property and equipment (Note 6)

June 30,
2018
(Unaudited)
=103,408,156
P
−
15,031,320
43,832
=118,483,308
P

June 30,
2019
(Unaudited)
P
=114,555,376
114,138,564
17,961,049
1,707,175
P
=248,362,164

18. General and Administrative Expenses
This account consists of:

Depreciation and amortization
Compensation and employee benefits
Taxes and licenses
Provision for credit and impairment
losses – net (Note 5)
Repairs
Donations (Note 18)
Rent, light and water
Insurance

June 30,
2019
(Unaudited)
P
=998,716,488
609,509,841
289,408,952

June 30,
2018
(Unaudited)
=878,248,157
P
568,523,577
222,895,532

240,361,771
136,355,215
81,459,671
36,270,604
65,671,694

165,966,818
120,746,547
100,667
131,974,073
65,926,433

(Forward)
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Outside services
Communication
Litigation
Fuel and lubricants
Stationery and supplies
Management and other professional fees
Traveling
Entertainment, amusement and recreation
Meetings and Conferences
Advertising
Membership fees and dues
Miscellaneous

June 30,
2019
(Unaudited)
P
=51,725,935
27,375,745
28,092,638
22,753,012
18,029,941
13,735,227
10,014,644
3,791,941
3,502,570
950,587
460,163
38,433,718
P
=2,676,620,357

June 30,
2018
(Unaudited)
=64,064,948
P
28,555,813
20,068,846
27,267,659
17,496,830
15,379,760
10,505,513
4,676,915
7,593,687
1,145,989
951,013
34,152,275
=2,386,241,052
P

For the nine months ended June 30, 2019, the Group’s provision for credit and impairment losses is
net of recovery from charged-off assets amounting to P
=10.87 million.
Miscellaneous expense includes periodicals and magazines, bank charges, fines, penalties and other
charges.

19. Related Party Transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subjected to common control or
common significant influence. Related parties may be individuals or corporate entities. Transactions
between related parties are based on terms similar to those offered to non-related parties.
In the ordinary conduct of business, the Parent Company has transactions with its ultimate parent,
MBTC, and with its subsidiaries. These transactions are done in the normal conduct of operations
and are recorded in the same manner as transactions entered into with other third parties.

*SGVFS038254*

- 34 -

Below are the transactions of the Group with its related parties:

Category
Parent Company
MBTC
Cash and cash equivalents
Deposits
Withdrawals
Interest income

Amount/Volume
for the nine Outstanding
months ended Balances as of
June 30, 2019 June 30, 2019
(Unaudited)
(Unaudited)

P
=197,816,918,976
(197,849,664,463)

Bills payable – bank borrowings
Availments
Settlements

Interest expense

Interbank loan receivable
Additions
Collections
Interbank loan payable
Availments
Settlements
Lease Liability
New contracts
Payments
Interest Expense
Entities under common control
Philippine Savings Bank (PS Bank)
Cash and cash equivalents
Deposits
Withdrawals
Interbank loan receivable
Additions
Collections

P
= 354,691,770 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1% to 1.7%.

120,475,797

Derivative liability

Terms and Conditions/Nature

This represents interest earned on the
above savings deposit accounts.
432,263,534 This represents the fair value of the
cross-currency swaps. Refer to
Note 13 for the details.

2,450,000,000
-

5,269,851,685 These are short-term unsecured
borrowings with interest rates ranging
from 3.6% to 4.9% per annum and
dollar-denominated three-year
borrowing with floating interest rate
at 3 months USD-LIBOR plus credit
spread ranging from 0.89% to 1.1%
designated as hedged item in a cash
flow hedge.

140,131,936

This represents the interest expense
incurred on the above borrowings
and the net interest expense on the
cross-currency swaps.

2,525,000,000
(2,525,000,000)

- This pertains to short term receivable,
with term not more than a week,
interest rates ranging from 4.3% to
5.2% per annum.

320,00,000
(320,000,000)

- This pertains to short term borrowing,
with term not more than a week,
interest rates ranging from 4.6% to
4.9% per annum.

9,106,826
(3,822,727)
327,192

5,611,291 This represents liability for the office
rental.
-

20,093,100 This is a current deposit account.
1,726,498,049
(1,724,648,247)
16,016,000,000
(16,016,000,000)

- This pertains to short term loans, with
an annual interest rates ranging from
4.9 % to 5.2%.

(Forward)
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Category
Interest income
Affiliates
Federal Land, Inc.*
Lease Liability
New contracts
Payments
Interest Expense
Subsidiaries
OALPC, ORC, OIAI, OITDC, OSC
Receivables from subsidiaries
Additions
Collections

Payables to subsidiaries
Additions
Settlements
Bills payable – deposit substitutes
Additions
Settlements

Interest expense

Amount/Volume
for the nine Outstanding
months ended Balances as of
June 30, 2019 June 30, 2019
(Unaudited)
(Unaudited)
Terms and Conditions/Nature
P
=3,432,931
This represents interest earned on the
above interbank loan receivable.

65,741,230
37,059,823
2,054,197

129,426,984
(129,426,984)

51,684,969
(51,684,969)

424,051,489
(540,809,371)

2,367,311

Management fee income

- This refers to various advances for
repairs and maintenance made by
branches of OALP and ORC's share
in office rentals and share in salaries
of employees. Non-interest bearing,
unsecured and due on demand. No
impairment provided.
- Insurance premiums received on
behalf of OIA. Non-interest bearing
and due on demand.
49,263,567 Placements of deposit substitutes with
interest ranging from 2.8% to 5.9%
per annum and with tenor of 15 to
195 days; unsecured
This represents interest expense
incurred on the above bills payable.
Accrued interest on the above bills
168,533 payable

Accrued interest payable
Lease Liability
New contracts
Payments
Interest expense

P
=30,735,604 This represents liability for the office
rental.

33,836,826
(14,942,823)
1,566,490
5,886,000

20,460,493 This represents OMLFC’s liability to
ORC for the car rentals.

- This pertains to management fees for
the office and administrative services
rendered to OIAI, OITDC and OSC

Entity under Common Shareholder
ORIX Glorious Stars (SPV), Inc.**
Donation

81,309,521

Donation payable to support the
57,225,137 operation

*Federal Land Inc. is a subsidiary of GT Capital Holdings, Inc., which has significant influence over MBTC.
**ORIX Glorious Stars (SPV), Inc. is 100% subsidiary of ORIX Corporation, shareholder of the Group.
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Category
Parent Company
MBTC
Cash and cash equivalents
Deposits
Withdrawals
Interest income

Outstanding
Amount/Volume
for the nine Balances as of
months ended September 30,
June 30, 2018
2018
(Unaudited)
(Audited)

P
=342,100,274,193
(341,951,873,540)
321,645

Derivative asset

Bills payable – bank borrowings
Availments
Settlements

36,045,561,892
(33,010,730,432)

51,646,883

Rental expense

3,815,525

Interest income
Affiliates
Federal Land, Inc.*
Rental expense

Bonifacio Landmark Realty and
Development Corporation**
Advances to a real estate company

P
= 387,437,257 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.
This represents interest earned on the
above savings deposit accounts.
17,773,098 This represents positive mark-tomarket valuation result of the hedging
instrument. Refer to Note 13 for
details.

Interest expense

Entities under common control
Philippine Savings Bank (PS Bank)
Cash and cash equivalents
Deposits
Withdrawals

Terms and Conditions/Nature

3,034,831,460 These are short-term unsecured
borrowings with interest rates ranging
from 2.8% to 2.9% per annum and a
dollar-denominated long-term
borrowing with floating interest rate
at 3 months USD-LIBOR + 0.8%
designated as hedged item.
This represents interest expense
incurred on the above borrowings and
cross-currency swap.
This represents expenses for office
rental.

2,896,104,504
(2,889,166,873)

18,243,298 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.

5,037

This represents interest earned on the
above savings deposit accounts.

19,199,615

This represents rental expenses for
office rental.

21,124,062 This represents full payment for the
acquisition of a real estate property.

(Forward)
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Category
Subsidiaries
OALPC, ORC, OIAI, OITDC, OSC
Receivables from subsidiaries
Additions
Collections

Payables to subsidiaries
Additions
Settlements
Bills payable – deposit substitutes
Additions
Settlements

Interest expense

Amount/Volume
Outstanding
for the nine
months ended Balances as of
June 30, 2018 September 30,
(Unaudited) 2018 (Audited)

P
=224,171,584
(224,199,024)

53,875,385
(53,875,385)

291,210,796
(273,211,053)

326,981

Management fee income

P
=− This refers to various advances for
repairs and maintenance made by
branches of OALP and ORC's share
in office rentals and share in salaries
of employees. This also refers to
advances made by OSC to the Parent
Company. Non-interest bearing,
unsecured and due on demand. No
impairment provided.
− Insurance premiums received on
behalf of OIA. Non-interest bearing
and due on demand.
84,169,459 Placements of deposit substitutes with
interest ranging from 1.1% to 3.7%
per annum and with tenor of 15 to
182 days; unsecured
This represents interest expense
incurred on the above bills payable.
Accrued interest on the above bills
35,016 payable

Accrued interest payable
Rental expense

Terms and Conditions/Nature

9,894,800

− This represents car rental expenses to
OALP and ORC and office rental
expenses to ORC for OMLFCCalamba.

675,000

− This pertains to management fees for
the office and administrative services
rendered to OIAI, OITDC and OSC

*Federal Land Inc. is a subsidiary of GT Capital Holdings, Inc., which has significant influence over MBTC.
**Bonifacio Landmark Realty and Development Corporation is a subsidiary of the Federal Land Inc.

Affiliates are companies indirectly connected to the Parent Company by reason of interlocking
directors and/or officers and those that are under common control or common significant influence.
The accounting and administrative functions of the subsidiaries, except for OALPC and ORC, are
being handled by the Parent Company at a cost under a Contract of Sharing Agreement.
Transactions with subsidiaries have been eliminated in the consolidated financial statements.
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Compensation of key management personnel of the Group and the Parent Company (covering officer
positions starting from Assistant Vice President and up) included under ‘Compensation and
employees’ benefits’ under ‘General and administrative expenses’ in the statements of income
follows:

Short-term employee benefits
Post-employment pension and medical benefits

June 30,
2019
(Unaudited)
P
=108,269,008
20,164,651
P
=128,433,659

June 30,
2018
(Unaudited)
=96,149,214
P
16,193,427
=112,342,641
P

Short-term employee benefits include salaries, paid annual leave and paid sick leave, profit sharing
and bonuses and non-monetary benefits.
Regulatory Reporting
In the ordinary course of business, the Parent Company has loan transactions with investees and with
certain DOSRI. Existing banking regulations limit the amount of individual loans to DOSRI, 70.0%
of which must be secured, to the total of their respective deposits and book value of their respective
investments in the Parent Company. Such limit does not apply to loans secured by assets considered
as non-risk as defined in the regulations. In the aggregate, loans to DOSRI generally should not
exceed the respective total regulatory capital or 15.0% of total loan portfolio, whichever is lower.
As of June 30, 2019 and September 30, 2018, the Parent Company was in compliance with such
regulations.
BSP Circular No. 423 dated March 15, 2004 amended the definition of DOSRI accounts. The
following table shows information relating to the Parent Company loans, other credit
accommodations and new guarantees classified as DOSRI accounts under regulations existing prior to
said circular and new DOSRI loans, other credit accommodations granted under said circular as of
June 30, 2019 and September 30, 2018:

Total outstanding DOSRI accounts
Percent of DOSRI accounts to total loans
Percent of unsecured DOSRI accounts to total
DOSRI accounts

June 30,
2019
(Unaudited)
P
=26,748,926
0.06%

September 30,
2018
(Audited)
=22,698,972
P
0.05%

62.75%
P
=128,433,659

56.60%
=112,342,641
P

BSP Circular No. 560 which became effective on February 22, 2007 provides the rules and
regulations that govern loans, other credit accommodations and guarantees granted to subsidiaries and
affiliates of the banks/quasi-banks. Under the said Circular, the total outstanding exposures to each
of the said subsidiaries and affiliates shall not exceed 10.0% of the lending bank's/quasi-bank’s net
worth, the unsecured portion of which shall not exceed 5.0% of such net worth. Further, the total
outstanding exposures to subsidiaries and affiliates shall not exceed 20.0% of the net worth of the
lending bank/quasi-bank; and the subsidiaries and affiliates of the lending bank/quasi-bank are not
related interest of any director, officer and/or stockholder of the lending institution, except where
such director, officer or stockholder sits in the BOD or is appointed officer of such corporation as
representative of the bank/quasi-bank.
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As of June 30, 2019 and September 30, 2018, the Group has no outstanding DOSRI accounts granted
prior to the approval of BSP Circular No. 423.
Total interest income on DOSRI loans amounted to P
=0.8 million and P
=1.0 million in 2019 and 2018,
respectively, is included under ‘Financing’ in the statements of income.
As of June 30, 2019 and September 30, 2018, the retirement fund of employees amounting to
=448.4 million and P
P
=346.4 million, respectively, for the Group is being managed by the Trust and
Banking Group of MBTC.
20. Commitments and Contingent Liabilities
In the normal course of the Group’s operations, there are various outstanding commitments and
contingent liabilities which are not reflected in the accompanying interim condensed consolidated
financial statements. No material losses are anticipated to be recognized as a result of these
transactions.
21. Financial Performance
The following basic ratios measure the financial performance of the Group:

Return on average equity (1)
Return on average assets (2)
Net interest margin on average earning assets (3)

June 30,
2019
9.08%
1.48%
4.49%

June 30, 2018
13.76%
2.09%
5.96%

(1) Net income for the period divided by average total equity
(2) Net income the period divided by average total assets
(3) Net interest income for the period divided by average interest-earning assets

22. Notes to Statements of Cash Flows
Noncash activities
The following is the summary of noncash activities:

Noncash investing activities
Additions to other assets - chattels in
settlement of loans
Receivable from the sale of property

June 30,
2019
(Unaudited)

June 30,
2018
(Unaudited)

P
=197,284,567
83,550,150

=147,753,725
P
–

Noncash financing activity includes distribution of stock dividends for the nine months ended
June 30, 2019 and 2018 as discussed in Note 15.
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Financing liabilities
The following show the reconciliations of the beginning and closing balances of liabilities arising
from financing activities for the nine months ended June 30, 2019 and 2018:

October 1, 2018
Bills payable –
Bank borrowings

June 30, 2019

=29,588,844,856 (P
P
=2,308,541,887) (P
=345,420,176) P
=102,442,473 P
=27,037,415,266

October 1, 2017
Bills payable –
Bank borrowings

June 30, 2019 (Unaudited)
Amortization
of debt
Foreign transaction
costs
Net cash flows exchange gains

June 30, 2018 (Unaudited)
Amortization of
Foreign debt transaction
Net cash flows exchange loss
costs

=13,463,882,726 P
P
=13,897,695,848

=303,527
P

June 30, 2018

=88,475,423 P
P
=27,450,357,524

Cash equivalents
As of June 30, 2019, the Group’s interbank loans receivables amounting to P
=220.00 million earn
interest rate of 4.875% per annum and have tenor of three (3) days.
23. Segment Information
The Group’s operating businesses are organized and managed separately according to the different
markets served, with each segment representing a strategic business unit.
The Group’s operating segments are as follows:
·

Countryside Branches
Countryside branches comprised 90% of the Parent Company’s branch network throughout the
country. This business segment gives the advantage of capturing the high yielding mortgage loans
business to small and medium enterprises (SMEs) in the provinces. Branches in key cities in the
countryside also target medium and large corporates offering them leasing and financing services.

·

Head Office and Metro Manila Branches
Head Office and Metro Manila Branches segment caters to both multinational and other big local
companies for their leasing and financing requirements as well as SMEs in building their businesses
in Metro Manila.

·

Subsidiaries
This segment consists of four (4) wholly owned subsidiaries engaged in businesses that provide
synergy to the Parent Company, that is, operating leases of motor vehicles, computers and other
equipment, factory and warehouse leasing, an insurance agency and one (1) 60% owned subsidiary
engaged in the general servicing business providing credit and collection functions.

For the common expenses of the Parent Company, the Group allocates them between Countryside
Branches and Head Office and Metro Manila Branches based on loan portfolio balances.
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The following tables present revenue and income information of the Group’s operating segments
measured in accordance with PFRS as of the and for the nine months ended June 30, 2019 and 2018:
Countryside
Branches
For the nine months ended June 30, 2019
(Unaudited)
Results of Operations:
Revenues
Other income
Total income
Total expenses
Income before income tax
Provision for income tax
Net income
Statement of Financial Position as of
June 30, 2019 (Unaudited)
Total assets
Total liabilities
Other Segment Information:
Capital expenditures
Depreciation and amortization
Provision for credit losses – net

For the nine months ended June 30, 2018
(Unaudited)
Results of Operations:
Revenues
Other income
Total income
Total expenses
Income before income tax
Provision for income tax
Net income
Statement of Financial Position as of
September 30, 2018 (Unaudited)
Total assets
Total liabilities
Other Segment Information:
Capital expenditures
Depreciation and amortization
Provision for credit losses – net

Head Office and
Metro Manila
Branches

Subsidiaries

Total

= 3,252,894,693
P
132,122,474
3,385,017,167
2,845,965,308
539,051,859
139,963,719
= 399,088,140
P

= 528,617,941 =
P
P1,355,536,716
51,838,521
298,365,059
580,456,462 1,653,901,775
402,598,390 1,360,224,798
177,858,072
293,676,977
46,180,487
74,526,756
= 131,677,585 P
P
= 219,150,221

= 5,137,049,350
P
482,326,054
5,619,375,404
4,608,788,496
1,010,586,908
260,670,962
= 749,915,946
P

P40,549,698,536
=
32,045,749,188

P4,727,076,254 P
=
= 4,507,307,026
6,393,569,492 2,920,414,841

P49,784,081,816
=
41,359,733,521

P26,464,406
=
188,521,820
210,860,892

P2,904,855
=
27,032,227
23,500,876

= 7,604,695
P
783,162,441
6,000,003

P36,973,956
=
998,716,488
240,361,771

Countryside Branches

Head Office and
Metro Manila
Branches

Subsidiaries

Total

= 2,744,118,596
P
155,837,388
2,899,955,984
1,915,497,211
984,458,773
292,488,524
= 691,970,249
P

= 490,542,977 =
P
P1,296,494,454
36,713,825
166,084,407
527,256,802 1,462,578,861
330,763,888 1,231,917,647
196,492,914
230,661,214
58,379,207
64,583,720
P
=138,113,707 P
= 166,077,494

= 4,531,156,027
P
358,635,620
4,889,791,647
3,478,178,746
1,411,612,901
415,451,451
= 996,161,450
P

P33,558,472,030
=
38,524,645,243

=13,465,337,150 P
P
=4,723,723,157
1,938,878,710 3,186,145,744

P51,747,532,337
=
43,649,669,697

P21,483,869
=
95,601,893
114,016,930

P1,802,262
=
14,659,248
49,605,716

P40,697,782
=
767,987,016
2,344,172

P63,983,913
=
878,248,157
165,966,818
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24. Subsequent Events
On September 6, 2019, the BOD of the Parent Company approved the write-off of loans and
receivables amounting to =
P55.9 million as endorsed by and ascertained to be worthless and
uncollectible by the Non-Performing Assets and Collection Committee of the Parent Company.
On September 6, 2019, the BOD of the Parent Company approved the issuance of Philippine Peso
Bond/Debt Securities Program (the “Bond”) amounting up to =
P10.0 billion, in one or more tranches,
with tenors of at least 1.5 years. The BOD also authorized the listing/enrollment of the Bond for
trading and settlement in favor of the Philippine Dealing & Exchange Corp.
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
ORIX METRO Leasing and Finance Corporation
Report on the Consolidated and Parent Company Financial Statements
Opinion
We have audited the consolidated financial statements of ORIX METRO Leasing and Finance
Corporation and its subsidiaries (the Group) and the parent company financial statements of ORIX
METRO Leasing and Finance Corporation (the Parent Company), which comprise the consolidated and
parent company statements of financial position as at September 30, 2018 and 2017, and the consolidated
and parent company statements of income, consolidated and parent company statements of comprehensive
income, consolidated and parent company statements of changes in equity and consolidated and parent
company statements of cash flows for the years then ended, and notes to the consolidated and parent
company financial statements, including a summary of significant accounting policies.
In our opinion, the accompanying consolidated and parent company financial statements present fairly, in
all material respects, the financial position of the Group and the Parent Company as at
September 30, 2018 and 2017, and their financial performance and their cash flows for the years then
ended in accordance with Philippine Financial Reporting Standards (PFRSs).
Basis for Opinion
We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated and Parent Company Financial Statements section of our report. We are independent
of the Group in accordance with the Code of Ethics for Professional Accountants in the Philippines
(Code of Ethics) together with the ethical requirements that are relevant to our audit of the consolidated
financial statements in the Philippines, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
Responsibilities of Management and Those Charged with Governance for the Consolidated and
Parent Company Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated and parent
company financial statements in accordance with PFRSs, and for such internal control as management
determines is necessary to enable the preparation of consolidated and parent company financial
statements that are free from material misstatement, whether due to fraud or error.
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-2In preparing the consolidated and parent company financial statements, management is responsible for
assessing the Group’s and the Parent Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group and the Parent Company or to cease operations, or has
no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’s and the Parent Company’s
financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated and Parent Company Financial
Statements
Our objectives are to obtain reasonable assurance about whether the consolidated and parent company
financial statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with PSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated and parent company financial statements.
As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
∂

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

∂

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

∂

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

∂

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s and the Parent Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated and parent
company financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group and the Parent Company to cease to continue as a
going concern.
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Evaluate the overall presentation, structure and content of the consolidated and parent company
financial statements, including the disclosures, and whether the consolidated and parent company
financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

∂

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
Report on the Supplementary Information Required Under Revenue Regulations 15-2010
Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information required under Revenue Regulations 15-2010 in Note 31 to
the financial statements is presented for purposes of filing with the Bureau of Internal Revenue and is not
a required part of the basic financial statements. Such information is the responsibility of the
management of ORIX METRO Leasing and Finance Corporation. The information has been subjected to
the auditing procedures applied in our audit of the basic financial statements. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.
SYCIP GORRES VELAYO & CO.

Janet A. Paraiso
Partner
CPA Certificate No. 92305
SEC Accreditation No. 0778-AR-3 (Group A),
June 19, 2018, valid until June 18, 2021
Tax Identification No. 193-975-241
BIR Accreditation No. 08-001998-62-2018,
February 26, 2018, valid until February 25, 2021
PTR No. 6621221, January 9, 2018, Makati City
November 28, 2018
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF FINANCIAL POSITION

2018
ASSETS
Cash and Cash Equivalents (Note 6)
Due from Bangko Sentral ng
Pilipinas (Note 7)
Securities Purchased Under
Repurchase Agreements (Note 7)
Available-for-Sale Financial
Assets (Note 8)
Loans and Receivables (Note 9)
Investments in Subsidiaries (Note 10)
Property and Equipment (Note 11)
Equipment for Lease (Note 12)
Investment Properties (Note 13)
Non-current Asset
Held-for-Sale (Note 13)
Prepaid Expenses (Note 14)
Other Assets (Note 15)

Consolidated
Parent Company
Years Ended September 30
2017
2017
2018

P
=477,693,318

=326,043,576
P

P
=298,602,026

=227,724,988
P

6,082,721,354

6,120,819,739

6,082,721,354

6,120,819,739

−

232,000,000

−

232,000,000

1,113,338
40,759,428,560
−
445,957,373
2,763,027,697
418,206,035

953,866
32,996,049,892
−
406,929,738
2,842,828,810
411,993,533

1,113,338
40,497,136,532
1,528,490,925
159,135,954
−
11,190,099

953,866
32,861,634,332
1,361,396,606
127,714,763
−
11,190,099

34,000,000
98,084,502
667,300,160
P
=51,747,532,337

−
74,207,981
556,398,051
=43,968,225,186
P

−
51,727,472
198,534,045
P
=48,828,651,745

−
50,300,726
112,025,991
=41,105,761,110
P

P
=39,095,496,218
1,564,079,763

=33,514,045,601
P
1,392,792,543

P
=36,832,330,327
1,463,413,248

=31,063,917,860
P
1,304,921,444

2,347,815,829
317,002,222
325,275,665
43,649,669,697

1,684,557,905
359,363,825
272,212,090
37,222,971,964

1,782,117,628
313,083,594
325,022,027
40,715,966,824

1,353,774,830
359,363,825
272,030,556
34,354,008,515

4,314,851,900
3,811,611,802

3,595,709,900
3,232,181,310

4,314,851,900
3,820,987,748

3,595,709,900
3,236,080,934

(288,983)
(11,940,854)

(448,455)
−

(288,983)
(11,940,854)

(448,455)
−

(10,924,890)
8,103,308,975
(5,446,335)
8,097,862,640
P
=51,747,532,337

(79,589,784)
6,747,852,971
(2,599,749)
6,745,253,222
P
=43,968,225,186

(10,924,890)
8,112,684,921
−
8,112,684,921
P
=48,828,651,745

(79,589,784)
6,751,752,595
−
6,751,752,595
=41,105,761,110
P

LIABILITIES AND EQUITY
Liabilities
Bills Payable (Notes 17 and 29)
Deposits on Lease Contracts (Note 19)
Accounts Payable and Other
Liabilities (Note 18)
Income Tax Payable (Note 26)
Deferred Tax Liabilities (Note 26)
Equity
Equity Attributable to Equity
Holders of the Parent Company
Capital stock (Note 21)
Retained earnings (Note 21)
Net unrealized losses on available
for-sale financial assets (Note 8)
Cash flow hedge reserve (Note 17)
Remeasurement losses on retirement
plan (Notes 10 and 24)
Non-controlling interest

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF INCOME

2018
REVENUES
Leasing (Notes 9, 12, 13 and 25)
Financing (Notes 9 and 27)

Consolidated
Parent Company
Years Ended September 30
2017
2017
2018

P
=2,041,730,432
3,973,599,696
6,015,330,128

P1,908,538,864
=
3,072,944,053
4,981,482,917

P
=438,750,528
3,973,599,696
4,412,350,224

=382,912,581
P
3,072,944,053
3,455,856,634

−

−

214,393,312

166,219,595

634,561,796

451,077,811

287,874,255

212,311,737

TOTAL INCOME
General and administrative expenses (Note 23)
Interest and financing charges (Notes 17 and 27)

6,649,891,924
3,236,372,651
1,566,717,617

5,432,560,728
2,833,476,134
854,808,002

4,914,617,791
1,687,816,540
1,452,285,740

3,834,387,966
1,382,920,826
775,001,643

TOTAL EXPENSES

4,803,090,268

3,688,284,136

3,140,102,280

2,157,922,469

INCOME BEFORE INCOME TAX

1,846,801,656

1,744,276,592

1,774,515,511

1,676,465,497

546,273,602

515,907,538

466,870,987

442,261,273

P
=1,300,528,054

=1,228,369,054
P

P
=1,307,644,524

=1,234,204,224
P

P
=1,303,374,640
(2,846,586)
P
=1,300,528,054

P
=1,230,703,121
(2,334,067)
P
=1,228,369,054

SHARE IN NET INCOME OF
SUBSIDIARIES (Note 10)
OTHER INCOME (Note 22)

PROVISION FOR INCOME TAX (Note 26)
NET INCOME
Attributable to:
Equity holders of the Parent Company
Non-controlling interest

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF COMPREHENSIVE INCOME

2018

Consolidated
Parent Company
Years Ended September 30
2017
2017
2018

P
=1,300,528,054

P
=1,228,369,054

P
=1,307,644,524

P
=1,234,204,224

(11,940,854)

−

(11,940,854)

−

159,472

235,776

159,472

235,776

68,664,894

(14,910,960)

62,963,887

(12,854,304)

−

−

5,701,007

(2,056,656)

OTHER COMPREHENSIVE INCOME
(LOSS), NET OF TAX

56,883,512

(14,675,184)

56,883,512

(14,675,184)

TOTAL COMPREHENSIVE INCOME

P
=1,357,411,566

=1,213,693,870
P

P
=1,364,528,036

=1,219,529,040
P

P
=1,360,258,152
(2,846,586)
P
=1,357,411,566

P
=1,216,027,937
(2,334,067)
P
=1,213,693,870

NET INCOME
OTHER COMPREHENSIVE
INCOME (LOSS)
Other comprehensive income (loss), net of
income tax, to be reclassified in profit or
loss in subsequent periods:
Changes in cash flow hedge
reserve (Note 17)
Change in net unrealized gain (loss)
on available-for-sale financial
assets (Note 8)
Other comprehensive income (loss), net of
income tax, not to be reclassified in
profit or loss in subsequent periods:
Remeasurement gains (losses) on
retirement plan (Note 24)
Share in remeasurement gains
(losses) on retirement plan of
subsidiaries (Note 10 and Note 24)

Attributable to:
Equity holders of the Parent Company
Non-controlling interest

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF CHANGES IN EQUITY
Consolidated

Balances at October 1, 2017
Net income (loss)
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 21)
Share issuance costs paid
Balances at September 30, 2018
Balances at October 1, 2016
Net income (loss)
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 21)
Balances at September 30, 2017

Capital Stock
(Note 21)
P
=3,595,709,900
−
−
−
719,142,000
−
P
=4,314,851,900
=2,996,424,900
P
−
−
−
599,285,000
=3,595,709,900
P

Attributable to Equity Holders of the Parent Company
Net Unrealized
Gains (Losses)
Remeasureon Availablement Gains
for-Sale
(Losses) on
Cash Flow
Financial
Retirement
Retained
Hedge
Assets
Plan
Earnings
Reserve
(Note 21)
(Note 8)
(Note 24)
(Note 17)
P
=3,232,181,310
(P
= 448,455)
(P
= 79,589,784)
P
=−
1,303,374,640
−
−
−
−
159,472
68,664,894
(11,940,854)
1,303,374,640
159,472
68,664,894
(11,940,854)
(719,142,000)
−
−
−
−
−
(4,802,148)
−
P
=3,811,611,802
(P
= 288,983)
(P
= 10,924,890) (P
= 11,940,854)
=2,600,763,189
P
(P
=684,231)
(P
=64,678,824)
−
1,230,703,121
−
−
−
−
235,776
(14,910,960)
−
1,230,703,121
235,776
(14,910,960)
−
(599,285,000)
−
−
−
=3,232,181,310
P
(P
=448,455)
(P
=79,589,784)
=−
P

Total
P
=6,747,852,971
1,303,374,640
56,883,512
1,360,258,152
−
(4,802,148)
P
=8,103,308,975
=5,531,825,034
P
1,230,703,121
(14,675,184)
1,216,027,937
−
=6,747,852,971
P

Non-controlling
Interest
(P
= 2,599,749)
(2,846,586)
−
(2,846,586)
−
−
(P
= 5,446,335)
(P
=265,682)
(2,334,067)
−
(2,334,067)
−
(P
=2,599,749)

Total Equity
P
=6,745,253,222
1,300,528,054
56,883,512
1,357,411,566
−
(4,802,148)
P
=8,097,862,640
=5,531,559,352
P
1,228,369,054
(14,675,184)
1,213,693,870
−
=6,745,253,222
P

See accompanying Notes to Financial Statements.
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Balances at October 1, 2017
Net income
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 21)
Share issuance costs paid
Balances at September 30, 2018
Balances at October 1, 2016
Net income
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 21)
Balances at September 30, 2017

Capital Stock
(Note 21)
P
=3,595,709,900
−
−
−
719,142,000
−
P
=4,314,851,900
=2,996,424,900
P
−
−
–
599,285,000
=3,595,709,900
P

Retained Earnings
(Note 21)
P
=3,236,080,934
1,307,644,524
−
1,307,644,524
(719,142,000)
(3,595,710)
P
=3,820,987,748
=2,601,161,710
P
1,234,204,224
−
1,234,204,224
(599,285,000)
=3,236,080,934
P

Parent Company
Net Unrealized Remeasurement
Gains (Losses) on
Gains (Losses)
Available-for-Sale
on Retirement
Financial Assets
Plan
(Note 8)
(Note 24)
(P
= 448,455)
(P
= 79,589,784)
−
−
159,472
68,664,894
159,472
68,664,894
−
−
−
−
(P
= 288,983)
(P
= 10,924,890)
(P
=684,231)
(P
=64,678,824)
−
−
235,776
(14,910,960)
235,776
(14,910,960)
–
–
(P
=448,455)
(P
=79,589,784)

Cash Flow
Hedge Reserve
(Note 17)
P
=−
−
(11,940,854)
(11,940,854)
−
−
(P
= 11,940,854)
=−
P
−
−
−
−
=−
P

Total Equity
P
=6,751,752,595
1,307,644,524
56,883,512
1,364,528,036
−
(3,595,710)
P
=8,112,684,921
=5,532,223,555
P
1,234,204,224
(14,675,184)
1,219,529,040
–
=6,751,752,595
P

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF CASH FLOWS

2018
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Share in net income of subsidiaries (Note 10)
Depreciation and amortization (Note 23)
Provision for credit and impairment losses (Note 23)
Net movement in retirement liability
Amortization of debt transaction costs
Unrealized foreign exchange loss – net of reclassification
adjustment of cash flow hedge reserve
Losses (gains) on initial recognition of other
assets - chattels (Note 22)
Net (gain) loss on sale of:
Equipment for lease (Note 22)
Other assets - chattels (Note 22)
Property and equipment (Note 22)
Dividend income
Changes in operating assets and liabilities:
Increase in:
Loans and receivables
Prepaid expenses
Other assets
Increase (decrease) in:
Bills payable – deposit substitutes
Deposits on lease contracts
Accounts payable and other liabilities
Net cash used in operations
Income taxes paid
Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property and equipment (Notes 11 and 29)
Software (Note 15)
Equipment for lease (Notes 12 and 29)
Investment properties (Note 13 and 29)
Proceeds from sale of:
Property and equipment (Note 11)
Equipment for lease (Notes 12 and 29)
Other assets - chattels (Note 15)
Payment of additional subscription in an investment in a
subsidiary (Note 10)
Dividends received (Note 10)
Net cash provided by (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of bills payable – bank borrowings net of
debt transaction costs
Settlements of bills payable – bank borrowings
Share issuance costs paid
Net cash provided by financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF
YEAR
Cash and cash equivalents
Due from Bangko Sentral ng Pilipinas (BSP)
Securities purchased under resale agreement
CASH AND CASH EQUIVALENTS AT END OF YEAR
Cash and cash equivalents
Due from BSP
Securities purchased under resale agreement

P
= 1,846,801,656
−
1,182,418,419
225,023,395
(30,508,902)
274,733,108
339,692
(4,178,101)

Consolidated
Years Ended September 30
2017
2018
P
=1,744,276,592
−
1,084,003,258
234,116,500
10,011,397
31,700,525
−
4,340,402

P
= 1,774,515,511
(214,393,312)
157,431,696
212,622,646
(28,977,886)
214,463,392
339,692

Parent Company
2017
P
=1,676,465,497
(166,219,595)
94,504,996
228,050,292
8,697,616
22,819,266
−

(4,178,101)

4,340,402

(130,088,234)
(18,932,687)
(799,582)
(6,144)

(108,526,952)
(12,351,341)
1,337,893
(7,296)

−
(18,932,687)
(679,584)
(6,144)

−
(12,351,341)
1,337,893
(7,296)

(8,180,820,783)
(23,876,518)
(11,834,204)

(8,202,158,012)
(10,307,612)
(125,229,349)

(8,041,883,566)
(1,426,745)
(6,295,841)

(8,166,055,696)
(9,294,365)
(18,574,227)

(10,430,498,625)
171,287,220
754,149,861
(14,376,790,429)
(566,384,427)
(14,943,174,856)

1,158,484,033
94,279,506
154,477,062
(3,941,553,394)
(475,325,769)
(4,416,879,163)

(10,430,498,625)
158,491,804
682,309,812
(15,547,097,938)
(482,026,762)
(16,029,124,700)

1,091,498,338
79,244,969
55,316,564
(5,110,226,687)
(378,950,801)
(5,489,177,488)

(121,111,105)
(28,343,559)
(1,025,237,104)
(43,769,600)

(129,178,760)
(14,519,811)
(1,585,734,815)
(319,191,195)

(102,537,311)
(16,746,616)
−
−

(95,181,204)
–
−
−

4,805,691
−
100,694,608

11,284,439
−
88,154,655
−
49,007,296
53,265,186

4,925,691
239,612,057
101,400,857
−

14,415,140
190,788,029
88,154,655

6,144
(872,516,619)

−
7,296
(1,755,259,461)

(155,000,000)
53,006,144
(115,777,484)

270,214,633,896
(254,512,588,916)
(4,802,148)
15,697,242,832
(118,448,643)

48,943,594,231
(41,481,682,731)
−
7,461,911,500
1,289,772,876

253,026,120,267
(237,076,843,720)
(3,595,710)
15,945,680,837
(199,221,347)

24,731,482,571
(18,020,048,351)
−
6,711,434,220
1,275,521,918

326,043,576
6,120,819,739
232,000,000
6,678,863,315

425,282,614
4,827,782,576
136,025,249
5,389,090,439

227,724,988
6,120,819,739
232,000,000
6,580,544,727

341,214,984
4,827,782,576
136,025,249
5,305,022,809

477,693,318
6,082,721,354
P
= 6,560,414,672

326,043,576
6,120,819,739
232,000,000
P
=6,678,863,315

298,602,026
6,082,721,354
P
= 6,381,323,380

227,724,988
6,120,819,739
232,000,000
P
=6,580,544,727
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Interest received
Interest paid
Dividends received

Consolidated
Parent Company
Years Ended September 30
2018
2017
2018
2017
P
=4,409,206,823 P
=3,459,566,770 P
=4,391,212,587 P
=3,459,465,851
1,374,949,662
837,996,999
1,267,594,530
761,723,244
6,144
7,296
53,006,144
49,007,296

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS

1. Corporate Information
ORIX METRO Leasing and Finance Corporation (OMLFC or the Parent Company) was incorporated
in the Philippines and was registered with the Securities and Exchange Commission (SEC) on
June 28, 1977. Its primary purpose is to engage in financing by leasing all kinds of real and personal
property; to extend credit facilities to consumers and enterprises by discounting commercial papers or
accounts receivable, or by buying or selling evidence of indebtedness; and to underwrite securities.
On August 24, 2007, the Parent Company was authorized by the BSP to engage in quasi-banking
functions. The Parent Company engaged in quasi-banking functions effective January 1, 2008 as
agreed to by the BSP subject to certain conditions.
The Parent Company and its subsidiaries’ (the Group) parent company is Metropolitan Bank and
Trust Company (MBTC). As of September 30, 2017 and 2016, the Parent Company is owned by
Orix Corporation, MBTC and First Metro Investment Corporation (FMIC), a subsidiary of MBTC,
with shareholdings of 40%, 40% and 20%, respectively.
The registered office address of the Parent Company is at 21st Floor, GT Tower International, Ayala
Avenue corner H.V. dela Costa Street, Makati City.
The accompanying financial statements of the Group and of the Parent Company were approved and
authorized for issue by the BOD on November 28, 2018.

2. Summary of Significant Accounting Policies
Basis of Preparation
The accompanying financial statements include the consolidated financial statements of the Group
and the separate financial statements of the Parent Company as of and for the years ended
September 30, 2018 and 2017.
The financial statements have been prepared on a historical cost basis except for available-for-sale
(AFS) financial assets and derivative instrument designated as hedges which are measured at fair
value.
Each entity within the Group determines its own functional currency and items reported in their
respective financial statements are measured using that functional currency. The functional currency
of the Parent Company and all subsidiaries is Philippine Peso (P
=). The accompanying financial
statements are presented in Philippine peso. All values are rounded to the nearest peso except when
otherwise indicated.
Statement of Compliance
The financial statements of the Group have been prepared in compliance with Philippine Financial
Reporting Standards (PFRS).

*SGVFS032232*

-2-

Presentation of Financial Statements
The Group and the Parent Company present its statement of financial position broadly in order of
liquidity. An analysis regarding recovery (asset) or settlement (liability) within 12 months after the
reporting date (current) and more than 12 months after the reporting date (non-current) is presented in
Note 20.
Basis of Consolidation
The consolidated financial statements include the financial statements of the following subsidiaries:

Subsidiary
OMLF Insurance Agency, Inc.
(OIAI)
OMLF International Trading and
Development
Corporation (OITDC)
ORIX Auto Leasing Philippines
Corporation (OALPC)
ORIX Rental Corporation (ORC)
OMLF Servicer Corporation (OSC)

Effective
Percentage of
Ownership
100.0

100.0
100.0
100.0
60.0

Industry

Country of
Incorporation

Date of
Incorporation

Insurance Agency

Philippines November 11, 1980

Real Estate Lease
Car Lease and Repairs and
Maintenance
Car and Equipment Lease
Collection Service

Philippines September 25, 1986
Philippines September 14, 1989
Philippines
January 28, 1999
Philippines December 28, 2007

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:
∂
∂
∂

Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee);
Exposure, or rights, to variable returns from its involvement with the investee, and
The ability to use its power over the investee to affect its returns

The Group reassesses whether or not it has control over an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of financial position and statement of
income from the date the Group gains control until the date the Group ceases to control the
subsidiary.
The financial statements of the subsidiaries are prepared on the same reporting period as the Parent
Company using consistent accounting policies. All significant intra-group balances, transactions,
income and expenses and profits and losses resulting from intra-group transactions are eliminated in
full in the consolidation.
Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the non-controlling interests, even if this results in the noncontrolling interest having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in line with the Group’s accounting
policies.
Non-controlling Interests
Non-controlling interest represents the portion of profit or loss and net assets not owned, directly or
indirectly, by the Parent Company.
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Non-controlling interests are presented separately in the consolidated statement of income,
consolidated statement of comprehensive income, and within equity in the consolidated statement of
financial position, separately from Parent Company’s shareholders' equity. Any losses applicable to
the non-controlling interests are allocated against the interests of the non-controlling interest even if
this results in the non-controlling interest having a deficit balance. Acquisitions of non-controlling
interests that do not result in a loss of control are accounted for as equity transactions, whereby any
difference between the amounts by which the non-controlling interests are adjusted and the fair value
of the consideration paid or received shall be recognized directly in equity and attributed to the
owners of the Parent Company.
Changes in Accounting Policies and Disclosures
The accounting policies adopted are consistent with those of the previous financial year, except for
the following amended Philippine Accounting Standards (PAS) and Philippine Interpretations which
became effective for the Group as of October 1, 2017. Except as otherwise indicated, these changes
in the accounting policies did not have any impact on the financial position or performance of the
Group.
∂
∂
∂

Amendments to PFRS 12, Disclosure of Interests in Other Entities, Clarification of the Scope of
the Standard (Part of Annual Improvements to PFRSs 2014 - 2016 Cycle)
Amendments to PAS 12, Income Taxes, Recognition of Deferred Tax Assets for Unrealized
Losses
Amendments to PAS 7, Statement of Cash Flows, Disclosure Initiative
The amendments require entities to provide disclosure of changes in their liabilities arising from
financing activities, including both changes arising from cash flows and non-cash changes such
as foreign exchange gains or losses.
The Group and the Parent Company have provided the required information in Note 29 to the
financial statements.

Significant Accounting Policies
Foreign Currency Translation
Transactions and balances
Foreign currency-denominated assets and liabilities are translated to Philippine peso using the
Philippine Dealing System (PDS) closing rate prevailing at the reporting date while foreign currencydenominated income and expenses are translated using the PDS exchange rates as at the date of the
transaction. Foreign exchange gains or losses arising from foreign currency transactions and
revaluation of foreign currency-denominated assets and liabilities are credited to or charged against
profit or loss in the year in which the rates change.
Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:
∂
∂

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to the Group.
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The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest. A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:
∂
∂
∂

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Group can access at the measurement date
Level 2 - inputs other than quoted prices included within Level 1 that are observable either
directly or indirectly
Level 3 - inputs are unobservable inputs for the asset or liability

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period. External appraisers are involved for valuation of
significant assets, such as investment properties and other asserts-chattels
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.
Cash and Cash Equivalents
For purposes of reporting cash flows, cash and cash equivalents include cash on hand, cash in banks,
due from BSP and securities purchased under repurchase agreements that are convertible to known
amounts of cash and with original maturities of three months or less from dates of placements and
which are subject to an insignificant risk of changes in value.
Financial Instruments - Initial Recognition and Subsequent Measurement
Date of recognition
Purchases or sales of financial assets that require subsequent delivery of assets within the time frame
established by regulation or convention in the marketplace are recognized on settlement date - the
date that an asset is delivered to or by the Group.
Initial recognition of financial instruments
All financial instruments are initially recognized at fair value. Except for financial assets and
financial liabilities at fair value through profit or loss (FVPL), the initial measurement of financial
instruments includes transaction costs. The Group classifies its financial assets in the following
categories: financial assets at FVPL, AFS financial assets, held-to-maturity (HTM) investments and
loans and receivables. Financial liabilities are classified into financial liabilities at FVPL and
financial liabilities at amortized cost. The classification depends on the purpose for which the
financial instruments were acquired and whether they are quoted in an active market. Management
determines the classification of its financial instruments at initial recognition and, where allowed and
appropriate, re-evaluates such designation at every reporting date. As of September 30, 2018 and
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2017, the Group has no financial liabilities at FVPL and HTM investments. The Group has derivative
instrument designated as hedging instrument in a cash flow hedge (see Note 17).
‘Day 1’ difference
Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value (a ‘Day 1’ difference) in the statement of income unless it
qualifies for recognition as some other type of asset. In cases where fair value is determined using
data which is not observable, the difference between the transaction price and model value is only
recognized in the statement of income when the inputs become observable or when the instrument is
derecognized. For each transaction, the Group determines the appropriate method of recognizing the
‘Day 1’ difference amount.
Derivative financial instruments
The Group is a counterparty to a derivative contract, particularly to a cross currency swap. This
derivative financial instrument is initially recorded at fair value on the date at which the derivative
contract is entered into and is subsequently remeasured at fair value. Derivatives are carried as assets
when the fair value is positive and as liabilities when the fair value is negative.
In the case of the Group, any gains or losses arising from changes in fair values of its cross currency
swap designated as hedging instrument are recognized in other comprehensive income (refer to policy
on Hedge Accounting).
Interest income is recognized in the statement of income if the “receive leg” is higher than the “pay
leg” of interest-earning derivatives. Interest expense is recognized in the statement of income if the
“pay leg” is higher than the “receive leg” of interest-bearing derivatives.
Hedge Accounting
For the purpose of hedge accounting, hedges are classified primarily as either: (a) a hedge of the fair
value of an asset, liability or a firm commitment (fair value hedge); or (b) a hedge of the exposure to
variability in cash flows attributable to an asset or liability or a forecasted transaction (cash flow
hedge); or (c) a hedge of a net investment in a foreign operation (net investment hedge). Hedge
accounting is applied to derivatives designated as hedging instruments in a fair value, cash flow, or
net investment hedge provided certain criteria are met.
At the inception of a hedge relationship, the Group formally designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting and the risk management objective
and strategy for undertaking the hedge. The documentation includes identification of the hedging
instrument, the hedged item or transaction, the nature of the risk being hedged and how the Group
will assess the effectiveness of changes in the hedging instrument’s fair value in offsetting the
exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged risk. Such
hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows
and are assessed on an ongoing basis to determine that they actually have been highly effective
throughout the financial reporting periods for which they were designated.
Cash flow hedge
The effective portion of the gain or loss on the hedging instrument is recognized directly as
‘Cash flow hedge reserve’ in the statement of comprehensive income. Any gain or loss in fair value
relating to an ineffective portion is recognized immediately in the statement of income.
Amounts recognized as other comprehensive income are transferred to the statement of income when

*SGVFS032232*

-6-

the hedged transaction affects profit or loss, such as when the hedged financial income or financial
expense is recognized or when a forecast sale occurs.
If the forecast transaction or firm commitment is no longer expected to occur, the cumulative gain or
loss previously recognized in the statement of comprehensive income are transferred to the statement
of income. If the hedging instrument expires or is sold, terminated or exercised without replacement
or rollover, or if its designation as a hedge is revoked, any cumulative gain or loss previously
recognized in other comprehensive income remains in other comprehensive income until the forecast
transaction or firm commitment affects profit or loss. If the related transaction is no longer expected
to occur, the amount is recognized in the statement of income.
As of September 30, 2018, the Group has outstanding cross currency swap designated as hedging
instrument in a cash flow hedge (see Note 17).
Hedge effectiveness testing
To qualify for hedge accounting, the Group requires that at the inception of the hedge and throughout
its life, each hedge must be expected to be highly effective (prospective effectiveness), and
demonstrate actual effectiveness (retrospective effectiveness) on an ongoing basis. The
documentation of each hedging relationship sets out how the effectiveness of the hedge is assessed.
The method that the Group adopts for assessing hedge effectiveness will depend on its risk
management strategy.
For prospective effectiveness, the hedging instrument must be expected to be highly effective in
offsetting changes in fair value or cash flows attributable to the hedged risk during the period for
which the hedge is designated. The Group applies the dollar-offset method using hypothetical
derivatives in performing hedge effectiveness testing. For actual effectiveness to be achieved, the
changes in fair value or cash flows must offset each other in the range of 80.00% to 125.00%. Any
hedge ineffectiveness is recognized in the statement of income.
Loans and receivables
This accounting policy relates to the statement of financial position captions ‘Cash and cash
equivalents’, ‘Due from BSP’, ‘Securities purchased under repurchase agreements’, ‘Loans and
receivables’ and security deposits under ‘Other assets’.
These are non-derivative financial assets with fixed or determinable payments and fixed maturities
that are not quoted in an active market. They are not entered into with the intention of immediate or
short-term resale and are not classified as AFS financial assets or financial assets at FVPL.
After initial measurement, loans and receivables are subsequently measured at amortized cost using
the effective interest method, less allowance for impairment losses, if any. Amortized cost is
calculated by taking into account any transaction costs, discount or premium on acquisition and fees
that are an integral part of the effective interest rate (EIR). The amortization is recognized in the
statement of income. The losses arising from impairment are recognized in ‘Provision for credit and
impairment losses’ included under ‘General and administrative expenses’ in the statement of income.
AFS financial assets
AFS financial assets are those non-derivative financial assets which are designated as such or do not
qualify to be classified as financial assets at FVPL, HTM investments or loans and receivables. They
are purchased and held indefinitely, and may be sold in response to liquidity requirements or changes
in market conditions. These include equity investments.
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After initial measurement, AFS financial assets are subsequently measured at fair value. The
unrealized gains and losses arising from the fair valuation of AFS financial assets are excluded, net of
tax, from the reported income and are reported as part of OCI in the statement of comprehensive
income.
When the investment is disposed of, the cumulative gain or loss previously recognized in OCI is
recognized in the statement of income. The losses arising from impairment of such investments are
recognized as ‘Provision for credit and impairment losses’ included under ‘General and
administrative expenses’ in the statement of income.
Financial liabilities at amortized cost
Issued financial instruments or their components, which are not designated at FVPL, are classified as
financial liabilities at amortized cost which includes ‘Bills payable’, ‘Deposits on lease contracts’ and
‘Accounts payable and other liabilities’, where the substance of the contractual arrangement results in
the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset
for a fixed number of own equity shares.
After initial measurement, financial liabilities at amortized cost are subsequently measured at
amortized cost using the effective interest method. Amortized cost is calculated by taking into
account any discount or premium on the issue and fees that are an integral part of the EIR.
Derecognition of Financial Assets and Liabilities
Financial asset
A financial asset (or, where applicable a part of a financial asset or part of a group of financial assets)
is derecognized where:
1. the rights to receive cash flows from the asset have expired; or
2. the Group retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a ‘pass-through’ arrangement; or
3. the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained the risks and rewards of the asset but has transferred control over the asset.
Financial liability
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
has expired.
Offsetting Financial Instruments
Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. This is not generally the case with master-netting agreements, and the related assets
and liabilities are presented gross in the statement of financial position.
Impairment of Financial Assets
The Group assesses at each reporting date whether there is objective evidence that a financial asset or
a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event
(or events) has an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated.
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Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is measurable decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.
Loans and receivables
For loans and receivables, the Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that no objective evidence of
impairment exists for individually assessed financial asset, whether significant or not, it includes the
asset in a group of financial assets with similar credit risk characteristics and collectively assesses for
impairment. Those characteristics are relevant to the estimation of future cash flows for groups of
such assets by being indicative of the counterparties’ ability to pay all amounts due according to the
contractual terms of the assets being evaluated. Assets that are individually assessed for impairment
and for which an impairment loss is, or continues to be recognized, are not included in a collective
assessment for impairment.
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of the estimated
future cash flows (excluding future credit losses that have not been incurred). The carrying amount
of the asset is reduced through the use of an allowance account and the amount of loss is charged to
the statement of income. Interest income continues to be recognized based on the original EIR of the
asset. Loans and receivables, together with the associated allowance accounts, are written off when
there is no realistic prospect of future recovery and all collaterals have been realized. If subsequently,
the amount of the estimated impairment loss decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is reduced by adjusting the
allowance account.
If a previously written-off account is later recovered, any amounts formerly charged are credited to
‘Recovery on written-off receivables and charged-off assets’ account under ‘Other income’ in the
statement of income.
The present value of the estimated future cash flows is discounted at the financial asset’s original
EIR. If a financial asset has a variable interest rate, the discount rate for measuring any impairment
loss is the current EIR, adjusted for the original credit risk premium. The calculation of the present
value of the estimated future cash flows of a collateralized financial asset reflects the cash flows that
may result from foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.
For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of
such credit risk characteristics as industry, collateral type, past-due status and term. Future cash
flows in a group of financial assets that are collectively evaluated for impairment are estimated on the
basis of historical 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 experience is
based and to remove the effects of conditions in the historical period that do not exist currently.
Estimates of changes in future cash flows reflect, and are directionally consistent with changes in
related observable data from period to period (such changes in property prices, commodity prices,
payment status, or other factors that are indicative of incurred losses in the group and their
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed
regularly by the Group to reduce any differences between loss estimates and actual loss experience.
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Restructured loans
Where possible, the Group seeks to restructure loans rather than to take possession of collateral. This
may involve extending the payment arrangements and the agreement of new loan conditions. Once
the terms have been renegotiated, the loan is no longer considered past due. Management
continuously reviews restructured loans to ensure that all criteria are met and that future payments are
likely to occur. The loans continue to be subject to an individual or collective impairment
assessment, calculated using the loan’s original EIR. The difference between the recorded value of
the original loan and the present value of the restructured cash flows, discounted at the original EIR,
is recognized in ‘Provision for credit and impairment losses’ included under ‘General and
administrative expenses’ in the statement of income.
AFS financial assets
In case of equity investments classified as AFS financial assets, this would include a significant or
prolonged decline in the fair value of the investments below their cost. Where there is evidence of
impairment, 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 the
statement of income - is removed from OCI and recognized in the statement of income.
Impairment losses are not reversed through the statement of income. Increases in fair value after
impairment are recognized directly in OCI.
Residual Value of Leased Assets and Deposits on Lease Contracts
The residual value of leased assets, which approximates the amount of guaranty deposit paid by the
lessee at the inception of the lease, is the estimated proceeds from the sale of the leased asset at the
end of the lease term. At the end of the lease term, the residual value of leased assets is generally
applied against the guaranty deposit of the Parent Company’s lessee when the lessee decides to buy
the leased asset.
Deposits on Operating Leases
Deposits on lease contracts are initially recognized at fair value. Fair values are estimated by
discounted cash flow methodology using applicable rates for similar types of instruments. The excess
of the principal amount of the deposit over its fair value is accounted for as deferred lease income
under ‘Accounts payable and other liabilities’ in the statement of financial position. This is amortized
over the lease term on a straight-line basis and recognized as ‘Rent income’ in the statement of
income. Interest accretion on the deposits on lease contracts is accounted for using the effective
interest method.
Equity
Capital stock is measured at par value for all shares issued and outstanding. When the shares are sold
at a premium, the difference between the proceeds and the par value is credited to ‘Additional paid-in
capital’ in the statement of financial position.
Retained earnings represent all accumulated profits or losses of the Group less dividend distributions
to stockholders and other capital adjustments.
Dividends on Common Shares
Cash dividends on common shares are recognized as a liability and deducted from equity when
approved by the respective Board of Directors (BOD) of the Group and of the BSP. Stock dividends
are deducted from retained earnings when approved by the respective BOD and stockholders of the
Group and of the BSP. Dividends declared during the year but are approved after the reporting date
are dealt with as an event after the reporting period.
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Revenue Recognition
Revenue is recognized to the extent that it is probable that economic benefits will flow to the Group
and the revenue can be reliably measured. The Group assesses its revenue arrangements against
specific criteria in order to determine if it is acting as a principal or agent. The Group has concluded
that it is acting as a principal in its revenue arrangements except for commission income that it
recognizes from insurance premiums collected. The following specific recognition criteria must also
be met before revenue is recognized:
Leasing income
a. Finance Lease
The excess of aggregate lease rentals plus the estimated residual value over the cost of the leased
equipment constitutes the unearned lease income. The unearned lease income is amortized over
the term of the lease, commencing on the month the lease is executed, using the effective interest
method.
Unearned lease income ceases to be amortized when the lease contract receivables become past
due for more than three months.
b. Operating Lease
Rent income from operating leases is recognized on a straight-line basis over the lease terms on
ongoing leases.
Financing income
Finance charges are included in the face value of the notes receivable financed and with a
corresponding credit to the unearned finance income account. This is amortized to income over the
term of the financing agreement using the effective interest method.
Unearned finance income ceases to be amortized when the notes receivable financed become past due
for more than three months.
Commission income
Commissions are recognized as income when the insurance premiums collected from the customers
are remitted to the insurance company.
Income from sale of properties and repossessed chattels
Income is recognized upon completion of the earning process (i.e. when the risks and rewards are
transferred to the buyer) and the collectability of the sales price is reasonably assured.
Interest income
Interest income from deposits and interest-bearing derivative instruments is recognized as the interest
accrues using effective interest method.
Dividend income
Dividend income is recognized when the Group’s right to receive payment is established.
Service charges and other miscellaneous income
Service charges are recognized as revenue when the related services are rendered.
Service charges and other miscellaneous income are recognized only upon collection or accrued
where there is reasonable degree of certainty as to its collectability.
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Expense Recognition
Expenses are recognized when it is probable that decrease in future economic benefits related to
decrease in asset or an increase in liability has occurred and that the decrease in economic benefits
can be measured reliably. Expenses that may arise in the course of ordinary regular activities of the
Group include among others the operating expenses on the Group’s operations.
Property and Equipment and Equipment for Lease
Property and equipment and equipment for lease are carried at cost less accumulated depreciation and
amortization and any impairment in value.
The initial cost of property and equipment and equipment for lease comprises their purchase price,
including import duties and taxes and any directly attributable costs of bringing the assets to their
working condition and location for their intended use. Expenditures incurred after the equipment for
lease and property and equipment have been put into operation, such as repairs and maintenance, are
normally charged against current operations in the year the costs are incurred. In situations where it
can be clearly demonstrated that the expenditures have resulted in an increase in the future economic
benefits expected to be obtained from the use of the assets beyond its originally assessed standard of
performance, the expenditures are capitalized as an additional cost of the assets.
Depreciation is computed using the straight-line method over the estimated useful lives of the
respective assets. Leasehold improvements are amortized over the shorter of the terms of the
covering leases or the estimated useful lives of the improvements.
The estimated useful lives of the depreciable properties are as follows:
Building
Furniture, fixtures and equipment
Leasehold improvements
Equipment for lease

30 years
3-5 years
5 years or term of the lease,
whichever is shorter
3-7 years

The useful life and depreciation and amortization method are reviewed periodically to ensure that the
period and method of depreciation and amortization are consistent with the expected pattern of
economic benefits from items of property and equipment and equipment for lease.
The carrying values of the property and equipment and equipment for lease are reviewed for
impairment when events or changes in circumstances indicate the carrying values may not be
recoverable. If any such indication exists and where the carrying values exceed the estimated
recoverable amount, an impairment loss is recognized (see accounting policy on Impairment of
Nonfinancial Assets).
When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation
and amortization are removed from the accounts, and any resulting gain or loss is reflected in ‘Net
gain (loss) on sale of properties’ under ‘Other income’ in the statement of income.
Investment Properties
Investment properties, which include land and building, are initially recognized at cost including
transaction costs.
Subsequent to initial recognition, investment properties are stated at cost less accumulated
depreciation and any impairment in value.
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Investment properties are derecognized when they have either been disposed of or when the
investment property is permanently withdrawn from use and no future benefit is expected from its
disposal. Any gains or losses on the retirement or disposal of an investment property are recognized
in ‘Net gain (loss) on sale of properties’ included under ‘Other income’ in the statement of income in
the year of retirement or disposal.
Expenditures incurred after the investment properties have been put into operations, such as repairs
and maintenance costs, are charged against current operations in the year in which the costs are
incurred.
Depreciation is calculated on a straight-line basis using the useful life of thirty (30) years from the
time of acquisition of the depreciable investment properties.
Transfers are made to investment properties when, and only when, there is a change in use evidenced
by ending of owner occupation, commencement of an operating lease to another party or ending of
construction or development. Transfers are made from investment properties when, and only when,
there is a change in use evidenced by commencement of owner occupation or commencement of
development with a view to sale.
Other Assets - Chattels
Other assets - chattels comprise repossessed vehicles. Other assets – chattel acquired through an
exchange transaction is measured at fair value of the asset acquired unless the fair value of such asset
cannot be determined, in which case, it is measured at the fair value of the asset given up.
Subsequent to initial recognition, repossessed chattels are stated at cost less accumulated depreciation
and any impairment in value. Depreciation is calculated on a straight-line basis using the remaining
useful lives from the time of acquisition of the vehicles. The useful lives of repossessed chattels are
estimated to be no longer than three (3) years.
Non-current Asset Held for Sale
A non-current asset is classified as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than through continuing use. For this to be the case, the asset must
be available for immediate sale in its present condition subject only to terms that are usual and
customary for sales of such assets and its sale must be highly probable.
Non-current asset held for sale is measured at the lower of its carrying amount and fair value less
costs to sell.
Investments in Subsidiaries
Investments in subsidiaries in the Parent Company’s separate financial statements are accounted for
under the equity method.
Under the equity method, an investment in subsidiary is carried in the statement of financial position
at cost plus post-acquisition changes in the Parent Company’s share of the net assets of the
subsidiary. Post-acquisition changes in the share of net assets of the subsidiaries include the share in
the: (a) income or losses; and (b) other comprehensive income (i.e. remeasurement gains (losses) on
retirement plan). Dividends received are treated as a reduction in the carrying amount of the
investments.
The statement of income reflects the share of the results of operations of the subsidiary. Where there
has been a change recognized directly in the equity of the subsidiary, the Parent Company recognizes
its share of any changes and thus, when applicable, discloses in the statement of changes in equity. If
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the Parent Company’s share of losses in a subsidiary equals or exceeds its interest in the subsidiary,
the Parent Company discontinues recognizing its share in further losses.
Intangible Assets
Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses.
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are amortized over the estimated useful life and assessed for impairment whenever
there is an indication that the intangible assets may be impaired. The amortization period and the
amortization method for an intangible asset with a finite useful life is reviewed at least at each
reporting date. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset is accounted for by changing the amortization period or
method, as appropriate, and treated as changes in accounting estimates. The amortization expense on
intangible assets with finite lives is recognized in the statement of income consistent with the function
of the intangible asset.
The Group’s intangible assets with indefinite useful lives include local vehicle franchise for licensing
agreements to operate a tourist rent-a-car service. Such intangible assets are tested for impairment
annually either individually or at the CGU level and are not amortized.
The useful life of an intangible asset with an indefinite life is reviewed annually to determine whether
indefinite life assessment continues to be supportable. If not, the change in the useful life assessment
from indefinite to finite is made on a prospective basis.
Gains or losses arising from the derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
statement of income when the asset is derecognized.
Impairment of Nonfinancial Assets
Investments in subsidiaries, property and equipment, equipment for lease, investment properties and
other assets - chattels
At each reporting date, the Group assesses whether there is any indication that its nonfinancial assets
may be impaired. When an indicator of impairment exists or when an annual impairment testing for
an asset is required, the Group makes a formal estimate of recoverable amount. Recoverable amount
is the higher of an asset’s fair value less costs to sell and its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the recoverable amount is assessed as part of the
CGU to which it belongs. Where the carrying amount of an asset (or CGU) exceeds its recoverable
amount, the asset (or CGU) is considered impaired and is written down to its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset (or CGU).
An impairment loss is charged against operations in the year in which it arises, unless the asset is
carried at a revalued amount, in which case the impairment loss is charged to the revaluation
increment of the said asset.
An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if
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there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognized. If that is the case, the carrying amount of the asset is increased
to its recoverable amount.
That increased amount cannot exceed the carrying amount that would have been determined, net of
depreciation and amortization, had no impairment loss been recognized for the asset in prior years.
Such reversal is recognized in the statement of income unless the asset is carried at a revalued
amount, in which case the reversal is treated as a revaluation increase. After such reversal, the
depreciation expense is adjusted in future years to allocate the asset’s revised carrying amount, less
any residual value, on a systematic basis over its remaining life.
Intangible assets
Intangible assets with indefinite useful lives are tested for impairment annually at reporting date
either individually or at the CGU level, as appropriate. Intangible assets with finite lives are assessed
for impairment whenever there is an indication that the intangible asset may be impaired.
Leases
The determination of whether an arrangement is, or contains a lease is based on the substance of the
arrangement and requires 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. A
reassessment is made after inception of the lease only if one of the following applies:
(a) There is a change in contractual terms, other than a renewal or extension of the arrangement;
(b) A renewal option is exercised or extension granted, unless that term of the renewal or extension
was initially included in the lease term;
(c) There is a change in the determination of whether fulfillment is dependent on a specified asset; or
(d) There is a substantial change to the asset.
Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios (a), (c) or (d) above, and at the
date of renewal or extension period for scenario (b).
Group as lessee
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Operating lease payments are recognized as an expense in the
statement of income on a straight-line basis over the lease term.
Group as lessor
Finance leases, where the Group transfers substantially all the risks and benefits incidental to
ownership of the leased item to the lessee, are included in the statement of financial position under
‘Loans and receivables’ account. A lease receivable is recognized at an amount equal to the net
investment in the lease. All income resulting from the receivables is included in ‘Leasing’ in the
statement of income.
Leases where the Group does not transfer substantially all the risks and benefits of ownership of the
assets are classified as operating leases. Contingent rents are recognized as revenue in the year in
which they are earned.
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Retirement Cost
Defined benefit plan
The Group has a funded, noncontributory defined benefit plan administered by a trustee. A defined
benefit plan is a pension plan that defines an amount of pension benefit that an employee will receive
upon retirement, usually dependent on one or more factors such as age, years of service and
compensation. The Group’s retirement cost is determined using the projected unit credit method.
The retirement cost is generally funded through payments to a trustee-administered fund, determined
by periodic actuarial calculations.
The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any), adjusted
for any effect of limiting a net defined benefit asset to the asset ceiling. The asset ceiling is the
present value of any economic benefits available in the form of refunds from the plan or reductions in
future contributions to the plan.
The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method.
Defined benefit costs comprise the following:
∂ Service cost
∂ Net interest on the net defined benefit liability or asset
∂ Remeasurements of net defined benefit liability or asset
Service costs which include current service costs, past service costs and gains or losses on nonroutine settlements are recognized as expense in the statement of income. Past service costs are
recognized when plan amendment or curtailment occurs.
Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on government bonds to the net defined benefit liability or asset. Net interest
on the net defined benefit liability or asset is recognized as expense or income in the statement of
income.
Remeasurements comprising actuarial gains and losses, return on plan assets (excluding net interest
on defined benefit asset) and any change in the effect of the asset ceiling (excluding net interest on
defined benefit liability) are recognized immediately in other comprehensive income in the period in
which they arise. Remeasurements are not reclassified to profit or loss in subsequent periods. All
remeasurements recognized in the other comprehensive income account ‘Remeasurement gains
(losses) on retirement plan’ are not reclassified to another equity account in subsequent periods. Plan
assets are assets that are held by a long-term employee benefit fund. Plan assets are not available to
the creditors of the Group, nor can they be paid directly to the Group. Fair value of plan assets is
based on market price information. When no market price is available, the fair value of plan assets is
estimated by discounting expected future cash flows using a discount rate that reflects both the risk
associated with the plan assets and the maturity or expected disposal date of those assets (or, if they
have no maturity, the expected period until the settlement of the related obligations).
The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when reimbursement is
virtually certain.
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Employee leave entitlement
Employee entitlement to annual leave is recognized as a liability when the employees render the
services that increases their annual leave entitlement. The cost of accumulating annual leave are
measured as the additional amount that the Group expects to pay as a result of the unused entitlement
that has accumulated at the end of the reporting period.
Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event and it is probable that an outflow of assets embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where the Group expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statement of income, net of any reimbursement. If the effect of the time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks specific to
the liability. When discounting is used, the increase in the provision due to the passage of time is
recognized as an interest expense.
Contingent Liabilities and Contingent Assets
Contingent liabilities are not recognized in the financial statements but are disclosed unless the
possibility of an outflow of assets embodying economic benefits is remote. Contingent assets are not
recognized but are disclosed in the financial statements when an inflow of economic benefits is
probable.
Income Taxes
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantially enacted as at the reporting date.
Deferred tax
Deferred tax is provided, using the balance sheet liability method, on all temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred tax, however, is not recognized on temporary differences that arise
from the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting income nor taxable income.
Deferred tax liabilities are recognized for all taxable temporary differences.
Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax credits from the excess of the minimum corporate income tax (MCIT) over the regular corporate
income tax (RCIT), and unused net operating loss carryover (NOLCO), to the extent that it is
probable that sufficient taxable income will be available against which the deductible temporary
differences and carry forward of unused tax credits from the excess of the MCIT over the RCIT and
unused NOLCO can be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable income will be available to allow all or part
of the deferred tax asset to be utilized.
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Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the
extent that it has become probable that future taxable income will allow the deferred tax assets to be
recovered.
Deferred tax assets and liabilities are measured at the tax rates that are applicable to the year when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantially enacted at the reporting date.
Deferred tax relating to items recognized directly in OCI is also recognized in OCI and not in the
statement of income.
Deferred tax assets and liabilities are offset if a legally enforceable right exists to offset current tax
assets against current tax liabilities and deferred taxes related to the same taxable entity and the same
taxation authority.
Events After the Reporting Period
Post year-end event that provide additional information about the Group’s position at the reporting
date (adjusting event) is reflected in the financial statements. Post year-end events that are not
adjusting events, if any, are disclosed in the notes to the financial statements when material.
Future Changes in Accounting Policies
Standards or interpretations issued but are not effective as of September 30, 2018 are listed below.
This is a listing of standards and interpretations issued, which the Group reasonably expects to be
applicable at a future date. The Group intends to adopt these standards and interpretations when they
become effective. Except as otherwise stated, the Group does not expect the adoption of these new
standards and interpretations to have a significant impact on the Group’s financial statements.
Effective beginning on or after January 1, 2018
∂ Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Share-based
Payment Transactions
∂ Amendments to PFRS 4, Insurance Contracts, Applying PFRS 9, Financial Instruments, with
PFRS 4
∂ Amendments to PAS 28, Measuring an Associate or Joint Venture at Fair Value
(Part of Annual Improvements to PFRSs 2014 - 2016 Cycle)
∂ Amendments to PAS 40, Investment Property, Transfers of Investment Property
∂ Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance Consideration
∂

PFRS 9, Financial Instruments
PFRS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial
Instruments: Recognition and Measurement, and all previous versions of PFRS 9. The standard
introduces new requirements for classification and measurement, impairment, and hedge
accounting. Retrospective application is required but providing comparative information is not
compulsory. For hedge accounting, the requirements are generally applied prospectively, with
some limited exceptions. The Group plans to adopt the new standard effective October 1, 2018.
The Group has performed an assessment of the population of financial instruments impacted by
the classification and measurement requirements of PFRS 9 and has developed impairment
methodologies to support the calculation of expected credit losses (ECL) for qualified credit
exposures.
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a. Classification and Measurement
PFRS 9 requires that the Group classifies debt instruments based on the contractual cash flow
characteristics of the assets and the business model for managing those assets. These factors
determine whether the financial assets are measured at amortized cost, fair value through
other comprehensive income (FVOCI), or fair value through profit or loss (FVTPL).
As a result of the application of the classification and measurement requirements of PFRS 9,
equity securities currently held as AFS investments under PAS 39 are expected to be
classified as FVOCI without recycling to profit or loss.
Loans and other receivables are expected to be managed under an “HTC” business model and
thus qualify for amortized cost measurement.
b. Expected Credit Losses
PFRS 9 requires the Group to record ECL for all loans and other debt financial assets not
classified as at FVTPL, together with loan commitments and financial guarantee contracts.
Incurred loss versus expected credit loss methodology
The application of ECL will significantly change the Group’s credit loss methodology and
models. ECL represent credit losses that reflect an unbiased and probability-weighted
amount which is determined by evaluating a range of possible outcomes, the time value of
money and reasonable and supportable information about past events, current conditions and
forecasts of future economic conditions. The objective of the new impairment standard is to
record lifetime losses on all financial instruments which have experienced a significant
increase in credit risk (SICR) since their initial recognition. As a result, ECL allowances will
be measured at amounts equal to either (i) 12-month ECL or (ii) lifetime ECL for those
financial instruments which have experienced a SICR since initial recognition (General
Approach). The 12-month ECL is the portion of lifetime ECL that results from default events
on a financial instrument that are possible within the 12 months after the reporting date.
Lifetime ECL are credit losses that results from all possible default events over the expected
life of a financial instrument. In comparison, the present incurred loss model recognizes
lifetime credit losses only when there is objective evidence of impairment. The ECL model
eliminates the threshold or trigger event required under the incurred loss model, and lifetime
ECL are recognized earlier under PFRS 9.
Staging assessment
i.
Stage 1 is comprised of all non-impaired financial instruments which have not
experienced a SICR since initial recognition. The Group recognizes a 12-month ECL
for Stage 1 financial instruments.
ii.
Stage 2 is comprised of all non-impaired financial instruments which have
experienced a SICR since initial recognition. The Group recognizes a lifetime ECL
for Stage 2 financial instruments.
iii.
Financial instruments are classified as Stage 3 when there is objective evidence of
impairment as a result of one or more loss events that have occurred after initial
recognition with a negative impact on the estimated future cash flows of a loan or a
portfolio of loans. The ECL model requires that lifetime ECL be recognized for
impaired financial instruments.
Definition of “default” and “cure”
The Group defines a financial instrument as in default, which is fully aligned with the
definition of credit impaired, in all cases when the borrower becomes 90 days past due on its
contractual payments. As a part of a qualitative assessment of whether a customer is in
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default, the Group also considers a variety of instances that may indicate unlikeliness to pay.
When such events occur, the Group carefully considers whether the event should result in
treating the customer as defaulted. An instrument is considered to be no longer in default (i.e.
to have cured) when it no longer meets any of the default criteria for a consecutive period of
six (6) months and has exhibited a satisfactory track record.
Credit risk at initial recognition
The Group uses internal credit assessment and approvals at various levels to determine the
credit risk of exposures at initial recognition. Assessment can be quantitative or qualitative
and depends on the materiality of the facility or the complexity of the portfolio to be
assessed.
Significant increase in credit risk
The criteria for determining whether credit risk has increased significantly vary by portfolio
and include quantitative changes in probabilities of default and qualitative factors. The credit
risk of a particular exposure is deemed to have increased significantly since initial recognition
if, based on the Group’s internal credit assessment, the borrower or counterparty is
determined to require close monitoring or with well-defined credit weaknesses. In subsequent
reporting periods, if the credit risk of the financial instrument improves such that there is no
longer a SICR since initial recognition, the Group shall revert to recognizing a 12-month
ECL.
Modification
In certain circumstances, the Group modifies the original terms and conditions of a credit
exposure to form a new loan agreement or payment schedule. The modifications can be given
depending on the borrower’s or counterparty’s current or expected financial difficulty. The
modifications may include, but are not limited to, change in interest rate and terms, principal
amount, maturity date, date and amount of periodic payments and accrual of interest and
charge.
ECL parameters and methodologies
ECL is a function of the probability of default (PD), exposure at default (EAD) and loss
given default (LGD), with the timing of the loss also considered, and is estimated by
incorporating forward-looking economic information and through the use of experienced
credit judgment.
The PD represents the likelihood that a credit exposure will not be repaid and will go into
default in either a 12-month horizon for Stage 1 or lifetime horizon for Stage 2. The PD for
each individual instrument is modelled based on historic data and is estimated based on
current market conditions and reasonable and supportable information about future economic
conditions. The Group segmented its credit exposures based on homogenous risk
characteristics and developed a corresponding PD methodology for each portfolio. The PD
methodology for each relevant portfolio is determined based on the underlying nature or
characteristic of the portfolio, behavior of the accounts and materiality of the segment as
compared to the total portfolio.
EAD is modelled on historic data and represents an estimate of the outstanding amount of
credit exposure at the time a default may occur. For off-balance sheet and undrawn amounts,
EAD includes an estimate of any further amounts to be drawn at the time of default.
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LGD is the amount that may not be recovered in the event of default and is modelled based
on historical cash flow recovery and reasonable and supportable information about future
economic conditions, where appropriate. LGD takes into consideration the amount and
quality of any collateral held.
Forward-looking information
The Group incorporates forward-looking information into both its assessment of whether the
credit risk of an instrument has increased significantly since its initial recognition and its
measurement of ECL. A broad range of forward-looking information are considered as
economic inputs, such as GDP growth, inflation rates, unemployment rates, interest rates and
BSP statistical indicators. The inputs and models used for calculating ECL may not always
capture all characteristics of the market at the date of the financial statements. To reflect this,
qualitative adjustments or overlays are occasionally made as temporary adjustments when
such differences are significantly material.
The Group has determined that the financial and operational aspects of the ECL
methodologies under PFRS 9 will have an impact to the 2018 consolidated financial
statements.
c. Hedge Accounting
The new hedge accounting model under PFRS 9 aims to simplify hedge accounting, align the
accounting for hedge relationships more closely with an entity’s risk management activities
and permit hedge accounting to be applied more broadly to a greater variety of hedging
instruments and risks eligible for hedge accounting. In 2018, the Group entered into an
interest rate swap and designated this as a cash flow hedge to the interest rate risk arising
from its variable rate loan. The Group has assessed that the hedging relationship will
continue to be designated as a cash flow hedge under PFRS 9.
The Group has applied its existing governance framework to ensure that appropriate controls
and validations are in place over key processes and judgments in implementing PFRS 9. The
Group is continuously refining its internal controls and processes which are relevant in the
proper implementation of the PFRS 9.
∂

PFRS 15, Revenue from Contracts with Customers
PFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with
customers. Under PFRS 15, revenue is recognized at an amount that reflects the consideration to
which an entity expects to be entitled in exchange for transferring goods or services to a
customer. The principles in PFRS 15 provide a more structured approach to measuring and
recognizing revenue. The new revenue standard is applicable to all entities and will supersede all
current revenue recognition requirements under PFRSs. Either a full or modified retrospective
application is required for annual periods beginning on or after January 1, 2018. The Group is
currently assessing the impact of adopting PFRS 15.

Effective beginning on or after January 1, 2019
∂ Amendments to PFRS 9, Prepayment Features with Negative Compensation
∂ Amendments to PAS 28, Long-term Interests in Associates and Joint Ventures
∂ Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments
∂

PFRS 16, Leases
Under the new standard, lessees will no longer classify their leases as either operating or finance
leases in accordance with PAS 17, Leases. Rather, lessees will apply the single-asset model.
Under this model, lessees will recognize the assets and related liabilities for most leases on their
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balance sheets, and subsequently, will depreciate the lease assets and recognize interest on the
lease liabilities in their profit or loss. Leases with a term of 12 months or less or for which the
underlying asset is of low value are exempted from these requirements. The accounting by
lessors is substantially unchanged as the new standard carries forward the principles of lessor
accounting under PAS 17. Lessors, however, will be required to disclose more information in
their financial statements, particularly on the risk exposure to residual value. Entities may early
adopt PFRS 16 but only if they have also adopted PFRS 15. When adopting PFRS 16, an entity
is permitted to use either a full retrospective or a modified retrospective approach, with options to
use certain transition reliefs. The Group is currently assessing the impact of adopting PFRS 16.
Deferred effectivity
∂ Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

3. Significant Accounting Judgments and Estimates
The preparation of the accompanying financial statements in accordance with PFRS requires the
Group to make judgments and estimates that affect the reported amounts of assets, liabilities, income
and expenses and disclosures of contingent assets and contingent liabilities, if any. Future events
may occur which will cause the judgments and assumptions used in arriving at the estimates to
change. The effects of any change in estimates are reflected in the financial statements as they
become reasonably determinable.
Judgments and estimates are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.
Judgments
(a) Leases
Finance Leases
Group as lessor
The Parent Company has determined that it has transferred all the significant risks and rewards of
ownership of the properties to the lessees, that at the inception of the lease, the present value of
the minimum lease payments amounts to at least substantially all the fair value of the leased asset.
Operating Leases
Group as lessor
The Group has also entered into lease arrangement and has determined that it retains all the
significant risks and rewards of ownership of these properties which are leased out on operating
leases. Accordingly, these are accounted for as operating leases. In determining whether or not
the arrangement is an operating lease, the Group considers retention of ownership title to the
leased property, period of lease contract relative to the estimated useful economic life of the
leased property and bearer of executory costs, among others.
Group as lessee
The Group has entered into property leases as a lessee for its office premises. The Group has
determined based on its evaluation of the terms and conditions of the lease arrangements (i.e., the
lease does not transfer ownership of the asset to the lessee by the end of the lease term, the lessee
has no option to buy the asset at a price that is expected to be sufficiently lower than the fair
value at the date of the inception is exercisable and the lease term is not for the major part of the
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asset’s economic life) that the lessors retained all the significant risks and rewards of ownership
of these properties.
(b) Reclassification from investment property to non-current asset held for sale
The Group’s management has made an assessment whether a certain investment property
becomes recoverable principally through sale, and thus shall be classified as non-current asset
held for sale. Judgement by management is involved, in particular, in evaluating whether the sale
is highly probable. This considers factors such as commitment to plan to sell and active program
to locate buyers. In 2018, the Group reclassified an investment property amounting to
=
P34.00 million to non-current assets held for sale as the Group is committed to a sales plan, there
are ongoing negotiations with the potential buyers, and management believes that the sale will be
completed within the next twelve months from the reporting date.
Estimates
(a) Credit losses on loans and receivables
The Group reviews its loans and receivables to assess impairment at least on an annual basis
whether additional provision for credit losses should be recorded in the statement of income. In
particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the level of allowance required.
These estimates are based on assumptions about a number of factors, which include the
sustainability of the borrower’s business plan, expected cash flows based on the plan of recovery,
the availability of other financial support and the realizable value of the collaterals, and the ability
to improve performance after a financial difficulty arisen. Actual results may differ, resulting in
future changes to the allowance for credit losses.
In addition to specific allowance against individually significant loans and receivables, the Group
also makes a collective impairment allowance against exposures which, although not specifically
identified as requiring a specific allowance, have a greater risk of default than when originally
granted.
As of September 30, 2018 and 2017, allowance for credit losses on loans and receivables
amounted to =
P737.8 million and =
P579.9 million, respectively, for the Group and P
=725.9 million
and =
P578.0 million, respectively, for the Parent Company (see Note 16). As of September 30,
2018 and 2017, loans and receivables are carried at =
P40.8 billion and P
=33.0 billion, respectively,
for the Group and =
P40.5 billion and =
P32.9 billion, respectively, for the Parent Company
(see Note 9).
(b) Defined benefit retirement plan
The cost of the defined benefit retirement plan as well as the present value of the defined benefit
obligation is determined using actuarial valuation. The actuarial valuation involves making
various assumptions. These include the determination of the discount rates and future salary
increases. Due to the complexity of the valuation, the underlying assumptions and its long-term
nature, defined benefit obligations are highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.
In determining the appropriate single weighted average discount rate, management considers the
interest rates of government securities, with extrapolated maturities corresponding to the expected
duration of the defined benefit obligation.
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As of September 30, 2018, the net retirement asset and net retirement liability amounted to
=24.4 million and =
P
P8.5 million, respectively, for the Group and net retirement asset amounted to
=
P20.0 million for the Parent Company. As of September 30, 2017, the net retirement liability
amounted to =
P112.8 million and =
P99.0 million for the Group and for the Parent Company,
respectively (see Note 24).
(c) Estimated useful lives of equipment for lease
The Group reviews on a periodic basis the estimated useful lives of the equipment for lease based
on the expected asset utilization as anchored on business plans and strategies. It is possible that
future results of the operations could be materially affected by the changes in estimates brought
about by changes in the factors mentioned. A reduction in the estimated useful lives would
increase the recorded depreciation expense and decrease the carrying amount of the equipment
for lease.
In 2018, the management of the Group reassessed the estimated useful lives of certain equipment
for lease based on their current conditions and expected usage. As a result, the Group changed
the estimated useful lives of certain equipment for lease from the remaining useful lives ranging
from one (1) month to forty-nine (49) months to revised estimated useful lives ranging from
thirty-three (33) months to fifty-seven (57) months. The Group accounted for the change in the
estimated useful lives of certain equipment for lease prospectively. For the year ended
September 30, 2018, the change in the useful lives of these equipment for lease decreased the
depreciation expense of the Group by =
P3.6 million and increased the net income after tax by
=2.5 million. For the years 2019 to 2020, depreciation expense will decrease by a range of
P
=
P3.0 million to =
P6.1 million while net income after tax will increase by a range of =
P2.1 million to
=4.3 million. For the years 2021 to 2023, depreciation expense will increase by a range of
P
=
P1.6 million to =
P8.0 million and net income after tax will decrease by a range of =
P1.2 million to
P
=5.6 million, respectively.
Management assessed that the change in the estimated useful life of certain equipment for lease
provides reliable and more relevant information and properly reflects the expected period that
these assets will be usable in the future.
The carrying values of equipment for lease as of September 30, 2018 and 2017 amounted to
=2.8 billion (Note 12).
P

4. Financial Risk Management
The Group’s financial instruments consist of AFS financial assets, loans and receivables and financial
liabilities at amortized cost. The main risks arising from the Group’s financial instruments are credit
risk, market risk and liquidity risk.
Risk Management Framework
The Group’s risk management is a top-down process that starts with the BOD who is responsible for
establishing and maintaining a sound risk management system and setting the overall institutional risk
tolerance for the Group. The BOD, through the Risk Oversight Committee (ROC) and with the
assistance of the Risk Management Department, is actively involved in planning, approving,
reviewing, and assessing all risks involved within the Group and is responsible for setting its overall
corporate governance strategy and risk appetite.
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The Group reviews the policies for managing each risk which are summarized as follows:
a) Credit Risk
The Group manages credit risk, i.e., the risk that one party to a financial instrument will fail to
discharge an obligation and cause the other party to incur a financial loss, by setting limits for
individual and group of borrowers and for geographical and industry segments. The Group
maintains a general policy of avoiding excessive exposure in any particular sector of the
economy.
While the Group actively seeks to increase its exposure in industries which it believes possess
attractive growth opportunities, it also actively seeks to reduce its exposure in industries where
growth potential is minimal. Although the Group’s leasing and loans portfolio is composed of
transactions with a wide variety 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.
Maximum exposure to credit risk
As of September 30, 2018 and 2017, the maximum exposure to credit risk after taking into
account collaterals held or other credit enhancements is shown below:

Maximum
Exposure

Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others

Financial Effect
of Collaterals

P
= 6,519,002,311

P
= 9,204,454,292

P
= 231,436,680

P
= 6,287,565,630

29,644,944,575
7,931,534
4,263,244,925
P
= 40,435,123,345

52,647,666,011
12,356,917
8,723,369,465
P
= 70,587,846,685

1,863,873,191
32,468
172,363,609
P
= 2,267,705,948

27,781,071,384
7,899,066
4,090,881,316
P
= 38,167,417,396

Maximum
Exposure

Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others

2018
Consolidated/Parent
Fair Value
Net Exposure
of Collaterals
to Credit Risk

2017
Consolidated/Parent
Fair Value
Net Exposure
of Collaterals
to Credit Risk

Financial Effect
of Collaterals

P
=5,658,320,585

P
=8,282,465,935

P
=153,760,023

P
=5,504,560,562

23,272,207,984
6,229,006
3,890,965,125
P
=32,827,722,700

40,360,207,323
12,364,307
7,916,559,163
P
=56,571,596,728

1,662,565,834
–
224,100,334
P
=2,040,426,191

21,609,642,150
6,229,006
3,666,864,791
P
=30,787,296,509

As of September 30, 2018 and 2017, the Group had no exposure to off-balance sheet items.
Credit risk concentration
Concentrations arise when a number of counterparties 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 contractual obligations to be similarly 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. In order to
avoid excessive concentrations of risk, the Group’s policies and procedures include specific
guidelines to focus on maintaining a diversified portfolio. Identified concentrations of credit
risks are controlled and managed accordingly.
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An analysis of concentrations of credit risk at the reporting date based on carrying amount of the
financial assets is shown below:
Consolidated
2018
Amount
Concentration by Industry
Transportation, storage and communication
Wholesale and retail trade
Construction
Financial intermediaries
Agricultural, hunting and forestry
Manufacturing (various industries)
Other community, social and personal activities
Mining and quarrying
Real estate, renting and business activities
Electricity, gas and water
Photo Studio Center
Less allowance for credit losses
Concentration by Location
Luzon (except Metro Manila)
Metro Manila
Mindanao
Visayas
Less allowance for credit losses

2017
Amount

%

%

P
= 13,057,178,066
10,704,933,735
10,383,600,556
6,681,630,017
3,352,635,658
1,581,945,135
882,353,558
793,912,702
577,089,842
40,708,622
675,632
48,056,663,523
737,818,453
P
= 47,318,845,070

27.2%
22.3%
21.6%
13.9%
7.0%
3.3%
1.8%
1.6%
1.2%
0.1%
0.0%
100.0%

P
=11,106,933,156
8,515,706,954
7,262,163,904
6,803,256,588
3,111,099,850
1,530,054,712
698,766,036
719,220,953
477,100,976
31,487,239
−
40,255,790,368
579,923,295
P
=39,675,867,073

27.6%
21.2%
18.0%
16.9%
7.7%
3.8%
1.7%
1.8%
1.2%
0.1%
−%
100.0%

P
= 20,928,823,123
14,252,612,974
6,448,055,946
6,427,171,480
48,056,663,523
737,818,453
P
= 47,318,845,070

43.6%
29.7%
13.4%
13.3%
100.0%

P
=16,299,460,444
13,821,835,521
5,212,941,805
4,921,552,598
40,255,790,368
579,923,295
P
=39,675,867,073

40.5%
34.4%
12.9%
12.2%
100.0%

Parent Company
2018
Amount
Concentration by Industry
Transportation, storage and communication
Wholesale and retail trade
Construction
Financial intermediaries
Agricultural, hunting and forestry
Manufacturing (various industries)
Real estate and renting business activities
Other community, social and personal activities
Mining and quarrying
Electricity, gas and water
Less allowance for credit losses

P
= 13,057,178,066
10,704,933,735
10,383,600,556
6,502,873,724
3,352,635,658
1,581,945,135
1,371,002,545
608,097,244
40,708,622
675,632
47,603,650,917
725,854,167
P
= 46,877,796,750

2017
Amount

%
27.4%
22.5%
21.8%
13.7%
7.0%
3.3%
2.9%
1.3%
0.1%
0.0%
100.0%

P
=11,106,933,156
8,515,706,954
7,262,163,904
6,704,937,999
3,111,099,850
1,530,054,712
477,100,976
562,386,190
719,220,953
31,487,239
40,021,091,933
577,959,008
P
=39,443,132,925

%
27.8%
21.3%
18.0%
16.8%
7.8%
3.8%
1.2%
1.4%
1.8%
0.1%
100.0%

Parent Company
2018
Amount
Concentration by Location
Luzon (except Metro Manila)
Metro Manila
Mindanao
Visayas
Less allowance for credit losses

P
= 20,916,858,836
13,811,564,654
6,448,055,947
6,427,171,480
47,603,650,917
725,854,167
P
= 46,877,796,750

%
40.7%
33.9%
13.0%
12.4%
100.0%

2017
Amount
P
=16,299,460,444
13,587,137,086
5,212,941,805
4,921,552,598
40,021,091,933
577,959,008
P
=39,443,132,925

%
40.7%
33.9%
13.0%
12.4%
100.0%

Impairment assessment
In accordance with the provisions of PAS 39, an assessment is made at each reporting date as to
whether there is objective evidence that a specific financial asset may be impaired. If such
evidence exists, any credit and impairment loss is recognized in the statement of income.
The lending units conduct impairment assessment of accounts annually and at any time that
evidences of impairment are observed.
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Management of credit risk
The Group faces potential credit risks every time it extends funds to borrowers, commits funds to
counterparties, and guarantees the paying performance of its clients. The Group manages its
credit risk at various levels (i.e., strategic level, portfolio level down to individual credit or
transaction) by adopting a credit risk management environment that has the following
components:
∂
∂
∂

Formulating credit policies in consultation with business units, covering collateral
requirements, credit assessment, risk grading and reporting and compliance with regulatory
requirements;
Establishment of authorization limits for the approval and renewal of credit facilities; and
Limiting concentrations of exposure to counterparties, geographies and industries for loans.

Credit quality
The Group has adopted an internal credit risk rating system since 2011. Currently, the Group
grades varying degrees of risk of default and the availability of collateral or other credit risk
mitigation based on the following levels of credit quality for loans and receivables that are neither
past due nor impaired:
∂
∂

∂

High grade - from excellent, strong, good, satisfactory, wherein the counterparty has low
probability of default and could withstand normal business cycle.
Standard grade - consists of ratings from acceptable and specially mentioned where the risk
elements of the Group are sufficiently pronounced. Counterparties could withstand normal
business cycles but any prolonged unfavorable economic scenario would create an immediate
deterioration beyond acceptable levels.
Substandard grade - includes loans classified as especially mentioned, substandard and
counterparties for which unfavorable industry or company-specific risk factors represent a
concern.

The following tables show the credit quality of financial assets:
Consolidated
2018
Neither past due nor impaired
Standard Substandard
Grade
High Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities
Less: Allowance for credit losses

Past due but
not impaired

Impaired

Total

P
= 475,581,818
6,082,721,354
6,558,303,172

=
P–
–
–

=
P–
–
–

=
P–
–
–

=
P–
–
–

P
= 475,581,818
6,082,721,354
6,558,303,172

–

6,266,169,859

–

44,778,843

346,566,717

6,657,515,419

–
–
–
–
–

28,374,443,085
8,574,595
4,075,850,292
133,744,529
38,858,782,360

–
–
–
–
–

205,409,630
−
58,622,149
191,398,251
500,208,873

1,490,701,034
160,931
289,700,376
11,126,722
2,138,255,780

30,070,553,749
8,735,526
4,424,172,817
336,269,502
41,497,247,013

–
P
= 6,558,303,172

1,113,338
P
= 38,859,895,698

–
=
P–

–
P
= 500,208,873

–
P
=2,138,255,780

1,113,338
48,056,663,523
737,818,453
P
= 47,318,845,070
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2017
Neither past due nor impaired
Standard
Substandard
High Grade
Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Securities Purchased Under Resale
Agreements
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities

Past due but
not impaired

Impaired

Total

=
P324,075,076
6,120,819,739

=
P–
–

=
P–
–

=
P–
–

=
P–
–

=
P324,075,076
6,120,819,739

232,000,000
6,676,894,815

−
–

−
–

−
–

−
–

232,000,000
6,676,894,815

–

5,512,604,338

–

37,536,546

261,798,562

5,811,939,446

–
–
–
–
–

22,655,549,893
6,671,995
3,785,619,223
90,800,396
32,051,245,845

–
–
–
–
–

17,233,427
−
8,560,107
79,491,083
142,821,163

888,840,184
160,931
231,106,502
–
1,381,906,179

23,561,623,504
6,832,926
4,025,285,832
170,291,479
33,575,973,187

–
=
P6,676,894,815

953,866
=
P32,052,199,711

–
=
P–

–
=
P142,821,163

–
=
P1,381,906,179

953,866
40,253,821,868
579,923,295
=
P39,673,898,573

Past due but
not impaired

Impaired

Total

Less: Allowance for credit losses
Parent
2018
Neither past due nor impaired
Standard Substandard
High Grade
Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities

P
= 296,825,526
6,082,721,354
6,379,546,880

=
P–
–
–

=
P–
–
–

=
P–
–
–

=
P–
–
–

P
= 296,825,526
6,082,721,354
6,379,546,880

–

6,266,169,859

–

44,778,843

346,566,717

6,657,515,419

–
–
–
–
–

28,374,443,085
8,574,595
4,075,850,292
62,013,188
38,787,051,019

–
–
–
–
–

205,409,630
−
58,622,149
−
308,810,622

1,490,701,034
160,931
289,700,376
–
2,127,129,058

30,070,553,749
8,735,526
4,424,172,817
62,013,188
41,222,990,699

–
P
= 6,379,546,880

1,113,338
P
= 38,788,164,357

–
=
P–

–
–
P
= 308,810,622 =
P2,127,129,058

1,113,338
47,603,650,917
725,854,167
P
= 46,877,796,750

Less: Allowance for credit losses

Parent
2017
Neither past due nor impaired
Substandard
Standard
Grade
High Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Securities Purchased Under Resale
Agreements
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities
Less: Allowance for credit losses

Past due but
not impaired

Impaired

Total

=
P226,029,488
6,120,819,739

=
P–
–

=
P–
–

=
P–
–

=
P–
–

=
P226,029,488
6,120,819,739

232,000,000
6,578,849,227

−
–

−
–

−
–

−
–

232,000,000
6,578,849,227

–

5,512,604,338

–

37,536,546

261,798,562

5,811,939,446

–
–
–
–
–

22,655,549,893
6,671,995
3,785,619,223
33,911,632
31,994,357,081

–
–
–
–
–

17,233,427
−
8,560,107
−
63,330,080

888,840,184
160,931
231,106,502
–
1,381,906,179

23,561,623,504
6,832,926
4,025,285,832
33,911,632
33,439,593,340

–
=
P6,578,849,227

953,866
=
P31,995,310,947

–
=
P–

–
=
P63,330,080

–
=
P1,381,906,179

953,866
40,019,396,433
577,959,008
=
P39,441,437,425
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Aging analysis of past due but not impaired per class of financial assets
The tables below show the aging analysis of past due but not impaired loans receivables per class
of the Group as of September 30, 2018 and 2017. Under PFRS 7, a financial asset is past due
when a counterparty has failed to make a payment when contractually due.
Consolidated
2018
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Others
Other receivables

P
= 2,945,833

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
= 22,303,494

P
= 4,303,796

P
= 1,742,416

P
= 13,483,304

P
= 44,778,843

18,364,822 141,811,027
20,479,508
19,588,351
140,530,016
13,432,453
P
= 182,320,179 P
= 197,135,325

28,802,628
8,979,883
7,551,412
P
= 49,637,719

8,271,336
4,188,794
3,806,702
P
= 18,009,248

8,159,817
5,385,613
26,077,668
P
= 53,106,402

205,409,630
58,622,149
191,398,251
P
= 500,208,873

Consolidated
2017
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Others
Other receivables

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
=8,961,293

P
=339,584

P
=4,901,724

P
=2,848,930

P
=20,485,015 P
=37,536,546

15,544,460
7,410,354
1,058,576
P
=32,974,683

484,935
126,050
57,316,608
P
=58,267,177

158,898
173,573
11,052,975
P
=16,287,170

204,834
416,149
5,390,909
P
=8,860,822

840,300 17,233,427
433,981
8,560,107
4,672,015
79,491,083
P
=26,431,311 P
=142,821,163

Parent Company
2018
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Others

31-60 days

61-90 days

91-180 days

P
= 22,303,494

P
= 4,303,796

P
= 1,742,416

18,364,822 141,811,027
20,479,508
19,588,351
P
= 41,790,163 P
= 183,702,872

28,802,628
8,979,883
P
= 42,086,307

8,271,336
4,188,794
P
= 14,202,546

P
= 2,945,833

Over
180 days

Total

P
= 13,483,304

P
= 44,778,843

8,159,817
205,409,630
5,385,613
58,622,149
P
= 27,028,734 P
= 308,810,622

Parent Company
2017
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Others

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
=8,961,293

P
=339,584

P
=4,901,724

P
=2,848,930

P
=20,485,015

P
=37,536,546

15,544,460
7,410,354
P
=31,916,107

484,935
126,050
P
=950,569

158,898
173,573
P
=5,234,195

204,834
416,149
P
=3,469,913

840,300
433,981
P
=21,759,296

17,233,427
8,560,107
P
=63,330,080

Collateral and other credit enhancements
The Parent Company holds collateral against loans and receivables in the form of real estate and
chattel mortgages, guarantees, and other registered securities over assets. Management monitors
the fair value of collateral, requests additional collateral in accordance with the underlying
agreement, and monitors the market value of collateral obtained for its review of the adequacy of
the allowance for impairment losses. Collateral, usually, is not held against investment securities,
and no such collateral was held as of September 30, 2018 and 2017.
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It is the Parent Company’s policy to dispose assets acquired in an orderly fashion. The proceeds
of the sale of the foreclosed assets classified as ‘Investment properties’ and ‘Other assets chattels’ are used to reduce or repay the outstanding claim.
Financial assets whose terms have been renegotiated
Restructured loans are defined as performing or non-performing loans whose principal terms and
conditions have been modified in accordance with an agreement setting forth a new plan of
payment or a schedule of payment on a periodic basis. When the loan account becomes past due
and is being restructured or extended, the approval of the BOD is required before loan booking
and is always governed by the BSP rules on restructuring. Restructuring of loans to directors,
officers, stockholders, and related interests (DOSRI) also requires BOD approval.
As of September 30, 2018 and 2017, the carrying value of the Parent Company’s restructured
loans amounted to P
=89.29 million and =
P141.78 million, respectively.
b) Market Risk
The Group’s market risk (the risk of loss to future earnings, to fair values or to future cash flows
that may result from changes in the price of a financial instrument) originates from its holdings of
equities and foreign currency-denominated loans. The value of a financial instrument may
change as a result of changes in interest rates, foreign currency exchange rates, commodity prices,
equity prices and other market changes.
The RMD performs monthly market risk analyses to ensure compliance with its policies and
procedures. Assets and liabilities of the Group maybe mismatched and are vulnerable to
movements in yields. Positive or negative gap is executed depending on the outlook on interest
rates.
Interest rate risk
The Parent 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 Parent
Company’s policy is to manage its interest cost using a mix of fixed and floating rate debt.
The Parent Company monitors its exposures to fluctuations in interest rates by measuring the
impact of interest rate movements on its interest income. This is done by modeling the impact of
various changes in interest rates to the Parent Company’s interest-sensitive assets and liabilities.
In 2018 and 2017, the interest rate risk pertains to the Parent Company’s receivables and payables
with floating interest rates. The following tables demonstrate the Parent Company’s sensitivity to
a reasonably possible change in interest rates:

PHP
USD

2018
Impact of Changes in Interest Rates on Pretax Income
Increase (Decrease) in Basis Points
-100
-50
+50
+100
(In thousand pesos)
P
=152.89
(P
= 152.89)
(P
= 305.79)
P
=305.79
(0.09)
(0.05)
0.05
0.09
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PHP
USD

2017
Impact of Changes in Interest Rates on Pretax Income
Increase (Decrease) in Basis Points
-100
-50
+50
+100
(In thousand pesos)
=938.48
P
=469.24
P
(P
=469.24)
(P
=938.48)
(0.93)
(0.47)
0.47
0.93

As of September 30, 2018, the Parent Company has cross currency swap to hedge the related
interest rate risk and foreign currency risk (see discussion below) of USD denominated bills
payable of US$56.18 million (or =
P3,034.83 million), which is accounted for as a cash flow hedge.
The net impact in the other comprehensive income due to changes in the fair value of the cross
currency swap should the LIBOR rate increase or decrease as follows:

Cross-currency swap

2018
Impact of Changes in Interest Rates on Other Comprehensive
Income
Increase (Decrease) in Basis Points
-100
-50
+50
+100
(In million pesos)
P
=79.59
P
=39.80
(P
= 39.80)
(P
= 79.59)

There is no other impact on the Parent Company’s equity other than the effect of a reasonably
possible change in the interest rates on financial assets and financial liabilities to pretax income
and other comprehensive income.
Foreign currency risk
While the Parent Company has a United States Dollar (USD) denominated bills
payable amounting to US$56.18 million and US$239,055 as at September 30, 2018 and
2017, respectively, foreign currency risk is reduced since it is backed up with six (6) and five
(5) USD-denominated lease transactions with outstanding balance of US$234,720 and
US$445,248 as at September 30, 2018 and 2017, respectively, for a fixed spread over the cost of
borrowing.
In 2018, the Parent Company also entered into a cross currency swap to hedge the related foreign
currency risk of bills payable amounting to US$56.18 million (or P
=3,034.83 million). The
transaction qualifies for hedge accounting. The gains or losses arising from foreign currency risk
on outstanding USD-denominated loan are expected to be offset by the changes in the value of
the cross currency swap.
The Parent Company also has deposit in banks amounting to US$109,685 and US$247,456 as at
September 30, 2018 and 2017. The Parent Company has no other financial instruments with
exposure to foreign currency risk.
c) Liquidity Risk
The primary business of financing companies entails the borrowing and re-lending of funds.
Consequently, financing companies are subject to substantial leverage, and may therefore be
exposed to the potential financial risks that accompany borrowing. In relation to its various
borrowing arrangements, the Group is currently subject to certain requirements relating to the
maintenance of acceptable liquidity and leverage ratios. The Treasury Marketing and Funds
Management Department has the primary responsibility for managing the Group’s sources of
financing and cash position. The Group believes that its current policies with respect to liquidity
and leverage are prudent. The Group maintains what it believes to be a sufficient cash level and
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manages its liquidity by managing the maturity profile of its outstanding loans. The Group
expects no material change in its policies relating to liquidity and leverage.
The Group expects that its continued asset expansion will result in higher funding requirements in
the future. The Group currently has adequate credit lines from various banks and deposit
substitutes generated from the quasi-banking functions of the Parent Company.
As of September 30, 2018 and 2017, the undrawn credit facilities from various banks amounted
to =
P27.67 billion and =
P14.57 billion, respectively, for the Group and =
P19.68 billion and
=7.65 billion , respectively, for the Parent Company.
P
The tables below show the maturity profile of financial assets and financial liabilities based on
contractual undiscounted cash flows:

On demand
Financial Assets
Cash and cash equivalents
Due from BSP
AFS financial assets
Loans and receivables

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

P457,673,147
=
6,082,721,354
–
1,518,284,192
= 8,058,678,693
P

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

6 to 12 months

Beyond 1 year

Total

P–
=
=–
P
=–
P
=–
P
–
–
–
–
–
–
1,113,338
−
5,051,517,252 6,738,598,400 11,196,246,732 18,161,195,396
=5,051,517,252 =
P
P6,738,598,400 P
= 11,197,360,070 =
P18,161,195,396

P477,696,760
=
6,082,721,354
1,113,338
46,138,298,262
=52,699,829,714
P

P− =
=
P13,192,298,777
−
1,874,518,644
−
41,046,186
=− P
P
=15,107,863,607

=6,426,299,089 =
P
P 2,561,936,408 P
= 3,235,976,242 =
P15,395,426,459
79,533,282
23,895,057
1,748,585
265,598
53,412,922
106,923,413
288,468,680 1,074,228,563
=6,559,245,293 P
P
= 2,692,754,878 =
P3,526,193,507 P
= 16,469,920,620

=40,811,936,975
P
1,979,961,166
1,564,079,764
=44,355,977,905
P

Up to 1 month

1 to 3 months

6 to 12 months

Beyond 1 year

=–
P
–

=–
P
–

=–
P
–

=326,045,756
P
6,120,819,739

Total

=20,000,209
P
–

−
–
611,191,066
=7,038,056,352
P

232,019,333
–
2,756,750,358
=3,008,769,900
P

−
−
−
−
–
–
–
953,866
4,024,675,237 5,481,000,683 9,004,174,530 15,398,287,869
=4,024,675,237 =
P
P5,481,000,683 =
P9,004,174,530 P
=15,399,241,735

232,019,333
953,866
37,276,079,743
=43,955,918,437
P

P– =
=
P18,314,512,087
−
14,304,939
–
53,304,772
=− P
P
=18,382,121,798

=5,632,374,226 =
P
P2,590,708,715 P
=3,726,513,993 =
P3,616,604,203
53,957,471
106,347,160 1,232,923,658
2,457,898
46,132,609
95,712,911
291,641,471
906,000,780
=5,732,464,306 P
P
=2,792,768,786 =
P5,251,079,122 P
=4,525,062,881

=33,880,713,224
P
1,409,991,126
1,392,792,543
=36,683,496,893
P

= 278,587,497
P
6,082,721,354
–
1,518,284,192
=7,879,593,043
P

Up to 1 month

=–
P
–

Consolidated
2017
3 to 6 months

=306,045,547
P
6,120,819,739

On demand
Financial Assets
Cash and cash equivalents
Due from BSP
AFS financial assets
Loans and receivables

1 to 3 months

=20,023,613
P
–
–
3,472,456,290
=3,492,479,903
P

On demand
Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables

Up to 1 month

Consolidated
2018
3 to 6 months

Parent Company
2018
1 to 3 months
3 to 6 months 6 to 12 months

Beyond 1 year

Total

=20,016,729
P
–
–
3,288,211,750
=3,308,228,479
P

P–
=
=–
P
=–
P
=–
P
–
–
–
–
–
–
1,113,338
−
4,993,556,887 6,738,598,400 11,164,195,323 18,161,195,396
= 4,993,556,887 =
P
P6,738,598,400 P
= 11,165,308,661 =
P18,161,195,396

=298,604,226
P
6,082,721,354
1,113,338
45,864,041,948
=52,246,480,866
P

P– =
=
P12,069,457,117
–
1,530,307,904
–
41,046,186
=– P
P
=13,640,811,207

=6,340,808,710 =
P
P2,548,138,283 P
= 2,214,555,096 =
P15,329,412,314
79,533,282
23,895,057
1,559,567
265,598
53,412,922
106,923,413
187,802,164 1,074,228,563
=6,473,754,914 P
P
= 2,678,956,753 =
P2,403,916,827 P
= 16,403,906,475

=38,502,371,520
P
1,635,561,408
1,463,413,248
=41,601,346,176
P
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On demand
Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

Up to 1 month

1 to 3 months
=–
P
–

Parent Company
2017
3 to 6 months

6 to 12 months

Beyond 1 year

=–
P
–

=–
P
–

=–
P
–

P227,726,627
=
6,120,819,739

Total

P207,726,419
=
6,120,819,739

=20,000,208
P
–

−
–
611,191,066
=6,939,737,224
P

232,019,333
–
2,650,411,520
=2,902,431,061
P

–
–
–
–
–
–
–
953,866
4,004,035,852 5,481,000,683 8,994,772,906 15,398,287,869
=4,004,035,852 =
P
P5,481,000,683 =
P8,994,772,906 P
=15,399,241,735

232,019,333
953,866
37,139,699,896
=43,721,219,461
P

=– =
P
P17,046,882,021
–
14,023,004
–
53,304,772
=– P
P
=17,114,209,797

=5,609,529,561 =
P
P2,080,814,956 =
P3,712,961,288 P
=2,917,529,403
18,063,120
60,729,116
962,404,557
157,457,898
46,132,609
95,712,911
203,770,371
906,000,781
=5,673,725,290 P
P
=2,237,256,983 P
=4,879,136,216 =
P3,980,988,082

=31,367,717,229
P
1,212,677,695
1,304,921,444
=33,885,316,368
P

5. Fair Value Measurement
The Group held the following assets that are measured at fair value at a recurring basis and assets and
liabilities for which fair values are disclosed, at their corresponding level in the fair value hierarchy.
The table below also summarizes the Group’s and Parent Company’s assets and liabilities for which
carrying amounts do not approximate fair values.
Consolidated
2018
Fair Value
Carrying
Value

Quoted Prices in
active market
(Level 1)
Total

Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
P
= 1,113,338
P
= 1,113,338
Financial assets designated as hedge
instrument:
Cross-currency swap
17,773,098
17,773,098
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
6,519,002,311
5,353,001,232
Notes receivable finance:
Commercial loans
29,644,944,575 29,091,177,495
Auto loans
7,931,534
8,358,802
Others
4,263,244,925
4,375,008,038
Non-financial assets
Investment properties
418,206,035
688,256,591
Non-current asset held for sale
34,000,000
34,000,000
Total assets
P
= 40,906,215,816 P
= 39,568,688,594
Liabilities for which fair values
are disclosed
Financial liabilities
Bills payable
P
= 33,514,045,601 P
= 37,576,457,717
Deposits on lease contracts
1,392,792,543
1,330,227,222
Total liabilities
P
= 34,906,838,144 P
= 38,906,684,939

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

P
= 1,113,338

P
=−

P
=−

−

17,773,098

−

−

−

5,353,001,232

−
−
−

−
−
−

29,091,177,495
8,358,802
4,375,008,038

−
−
P
= 1,113,338

P
=−
−
P
=−

−
688,256,591
−
72,808,800
P
= 17,773,098 P
= 39,588,610,958

P
=−
−
P
=−

P
= 37,576,457,717
1,330,227,222
P
= 38,906,684,939
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2017
Fair Value
Carrying
Value

Significant
observable
inputs
(Level 2)

Quoted Prices in
active market
(Level 1)
Total

Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
P
=953,866
P
=953,866
Financial assets designated as hedge
instrument:
Cross-currency swap
−
−
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
5,658,320,585
5,747,863,658
Notes receivable finance:
Commercial loans
23,272,207,984 23,095,136,211
Auto loans
6,229,006
6,758,407
Others
3,890,965,125
4,022,776,324
Non-financial assets
Investment properties
411,993,533
481,564,562
Total assets
P
=33,240,670,099 P
=33,355,053,028

–
P
=953,866

Liabilities for which fair values are disclosed
Financial liabilities
Bills payable
P
=33,514,045,601 P
=38,778,919,653
Deposits on lease contracts
1,392,792,543
1,330,227,222
=40,109,146,875
Total liabilities
P
=34,906,838,144 P

=
P–
–
=
P–

Significant
unobservable
inputs
(Level 3)

P
=953,866

=
P–

=
P–

−

−

−

–

–

5,747,863,658

–
–
–

–
–
–

23,095,136,211
6,758,407
4,022,776,324

–
481,564,562
P
=– =
P33,354,099,162

P
=–
–
P
=–

=
P38,778,919,653
1,330,227,222
=
P40,109,146,875

Parent
2018
Fair Value
Carrying
Value

Quoted Prices in
active market
(Level 1)
Total

Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
P
= 1,113,338
P
= 1,113,338
Financial assets designated as hedge
instrument:
Cross-currency swap
17,773,098
17,773,098
Assets for which fair values are disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
6,519,002,311
5,353,001,232
Notes receivable finance:
Commercial loans
29,644,944,575 29,091,177,495
Auto loans
7,931,534
8,358,802
Others
4,263,244,925
4,375,008,038
Non-financial assets
Investment properties
11,190,099
27,443,703
Total assets
P
= 40,465,199,880 P
= 38,873,875,706
Liabilities for which fair values
are disclosed
Financial liabilities
Bills payable
P
= 36,832,330,327 P
= 35,083,860,811
Deposits on lease contracts
1,463,213,248
1,328,250,777
Total liabilities
P
= 38,295,543,575 P
= 36,412,111,588

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

P
= 1,113,338

P
=−

P
=−

−

17,773,098

−

−

−

5,353,001,232

−
−
−

−
−
−

29,091,177,495
8,358,802
4,375,008,038

−
P
= 1,113,338

−
27,443,703
P
= 17,773,098 P
= 38,854,989,270

P
=−
−
P
=−

P
=− P
= 35,083,860,811
−
1,328,250,777
P
=− P
= 36,412,111,588
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2017
Fair Value
Carrying
Value
Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Non-financial assets
Investment properties
Total assets
Liabilities for which fair values are
disclosed
Financial liabilities
Bills payable
Deposits on lease contracts
Total liabilities

Quoted Prices in
active market
(Level 1)
Total

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

P
=953,866

P
=953,866

P
=953,866

=
P–

=
P–

P
=5,658,320,585

P
=5,747,863,658

–

–

P
=5,747,863,658

23,272,207,984
6,229,006
3,890,965,125

23,095,136,211
6,758,407
4,022,776,324

–
=
P–
–

–
=
P–
–

23,095,136,211
6,758,407
4,022,776,324

11,190,099
27,434,703
P
=32,839,866,665 P
=32,900,923,169

–
P
=953,866

–
27,434,703
P
=– =
P32,899,969,303

P
=31,063,917,860 P
=36,258,522,196
1,304,921,444
1,242,356,123
P
=32,368,839,304 P
=37,500,878,319

=
P–
–
=
P–

P
=– =
P36,258,522,196
–
1,242,356,123
P
=– =
P37,500,878,319

The methods and assumptions used by the Group in estimating the fair value of the financial
instruments are:
Cash and cash equivalents (excluding cash on hand), due from BSP, other short-term receivables and
accounts payable and other liabilities
Fair values approximate carrying amounts given the short-term nature of these instruments.
AFS financial assets
Fair values are based on quoted prices published in markets.
Derivative financial instrument
Fair value of the derivative instrument is determined using a valuation technique using market
observable inputs including foreign exchange rates and interest rate curves prevailing at the reporting
date. For the cross-currency swaps, discounted cash flow model is applied. This valuation model
discounts each cash flow of the derivatives at a rate that is dependent on the tenor of the cash flow.
Loans and receivables (excluding other short-term receivables)
Fair values are estimated by discounted cash flow methodology, using the Group’s current
incremental lending rates for similar type of loans.
Bills payable and deposits on lease contracts
Fair values are estimated using the discounted cash flow methodology using the Group’s current
incremental borrowing rates for similar borrowings with maturities consistent with those remaining
for the liability being valued.

*SGVFS032232*

- 35 -

Inputs used in estimating the fair values of loans and receivables, bills payable and deposits on lease
contracts categorized under Level 3 include risk-free rates and applicable risk premium.
Investment properties and non-current asset held for sale
The fair value of the investment properties and the non-current asset held for sale, measured at
Level 3, has been determined based on valuations made by accredited external and/or in-house
appraisers on the basis of recent sales transactions of similar properties in the same areas as the
investment properties and taking into account the economic conditions prevailing at the time the
valuations were made. They make use of market data approach which involves correlation and
analysis of comparable lots, either recently sold or offered for sale in the market, upon which the
market value of subject property is estimated.
Description of the valuation techniques and significant unobservable inputs used in the valuation of
the Group’s investment properties are as follows:
Valuation Techniques
Market data approach

A process of comparing the subject property being appraised to similar
comparable properties recently sold or being offered for sale.

Significant Unobservable Inputs
Price per square meter
The unit price assigned to the property
Size

Size of lot in terms of area. Evaluate if the lot size of property or
comparable conforms to the average cut of the lots in the area and
estimate the impact of lot size differences on land value.

Shape

Particular form or configuration of the lot. A highly irregular shape
limits the usable area whereas an ideal lot configuration maximizes the
usable area of the lot which is associated in designing an improvement
which conforms with the highest and best use of the property.

Location

Location of comparative properties whether on a main road, or
secondary road. Road width could also be a consideration if data is
available. As a rule, properties located along a main road are superior to
properties located along a secondary road.

In 2018 and 2017, there were no transfers between Level 1 and Level 2 fair value measurements, and
no transfers into and out of Level 3 fair value measurements.

6. Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, cash in banks and short-term investments with
maturities of less than three months.
Cash in banks include regular current and savings deposits in various banks. The savings deposits
bear interest rates ranging from 0.1% to 1.0% per annum both in 2018 and 2017, for both the Group
and Parent Company.
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7. Due from Bangko Sentral ng Pilipinas (BSP) and Securities Purchased Under Repurchase
Agreements (SPURA)
As of September 30, 2018 and 2017, the Parent Company’s placements consist of deposits with the
BSP’s demand deposit account amounting to =
P6,082.7 million and =
P6,120.8 million, respectively,
which bears no interest.
In 2018 and 2017, the Parent Company entered into placements with the reverse repurchase facility
of the BSP. As of September 30, 2017, SPURA amounts to =
P232.0 million and bears interest at 3.0%
per annum and has maturity period of three (3) days. The SPURA as of September 30, 2017 is
collateralized by Philippine government securities amounting to P
=232.0 million. These SPURAs
qualify as cash equivalents as of September 30, 2017. There were no outstanding SPURA as of
September 30, 2018.

8. Available-for-Sale Financial Assets
As of September 30, 2018 and 2017, the Parent Company’s AFS financial assets consist of
investments in equity securities amounting to =
P1.11 million and =
P0.95 million, respectively.
Movements in net unrealized losses (gains) on AFS financial assets follow:
2017
=684,231
P
(235,776)
=448,455
P

2018
P
=448,455
(159,472)
P
=288,983

Balance at beginning of year
Fair value gains recognized in OCI

9. Loans and Receivables
This account consists of:
Consolidated
2018
Receivables from customers:
Lease contract receivables:
Lease contract receivables
Residual value of leased assets
Unearned lease income
Notes receivable financed:
Commercial loans
Auto loans
Others
Unearned finance income:
Commercial loans
Auto loans
Others

Other receivables:
Receivables – trade
Receivables from employees
Others (Note 27)

P
= 6,141,374,672
1,114,956,676
7,256,331,348
(598,815,929)
6,657,515,419
P
= 33,501,448,616
9,829,127
5,034,419,667
38,545,697,410
(3,430,894,867)
(1,093,601)
(610,246,850)
(4,042,235,318)
34,503,462,092
273,391,779
13,624,140
49,253,583
336,269,502

2017

P
=5,335,164,679
1,006,679,962
6,341,844,641
(529,905,195)
5,811,939,446
P
=26,190,681,218
7,705,444
4,565,556,961
30,763,943,623
(2,629,057,714)
(872,518)
(540,271,129)
(3,170,201,361)
27,593,742,262
139,203,323
12,295,399
18,792,757
170,291,479

Parent Company
2018
P
= 6,141,374,672
1,114,956,676
7,256,331,348
(598,815,929)
6,657,515,419
P
= 33,501,448,616
9,829,127
5,034,419,667
38,545,697,410
(3,430,894,867)
(1,093,601)
(610,246,850)
(4,042,235,318)
34,503,462,092
13,601,124
10,322,338
38,089,726
62,013,188

2017

P
=5,335,164,679
1,006,679,962
6,341,844,641
(529,905,195)
5,811,939,446
P
=26,190,681,218
7,705,444
4,565,556,961
30,763,943,623
(2,629,057,714)
(872,518)
(540,271,129)
(3,170,201,361)
27,593,742,262
12,197,661
10,436,086
11,277,885
33,911,632

(Forward)
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Allowance for credit losses (Note 16)

Consolidated
2017
2018
(P
=579,923,295)
(P
= 737,818,453)
P
=32,996,049,892
P
= 40,759,428,560

Parent Company
2017
2018
(P
=577,959,008)
(P
= 725,854,167)
P
=32,861,634,332
P
= 40,497,136,532

Lease contract receivables, which are solely accounts of the Parent Company, are due in monthly
installments with terms ranging from one (1) to five (5) years. These are broken down as follows:
Gross investment in lease contract receivables
Lease contract receivables:
Due within 1 year
Due beyond 1 year but not beyond 5 years
Residual value of leased assets:
Due within 1 year
Due beyond 1 year but not beyond 5 years

Unearned lease income
Due within 1 year
Due beyond 1 year but not beyond 5 years
Net investment in lease contract receivables

2018

2017

=612,467,673
P
5,528,906,999
6,141,374,672

=737,831,833
P
4,597,332,846
5,335,164,679

317,431,026
797,525,650
1,114,956,676
7,256,331,348

318,418,623
688,261,339
1,006,679,962
6,341,844,641

21,390,182
577,425,747
598,815,929
=6,657,515,419
P

74,403,419
455,501,776
529,905,195
=5,811,939,446
P

The net investment in lease contract receivables is analyzed as follows:
Due within 1 year
Due beyond 1 year but not beyond 5 years

2018
P908,508,517
=
5,749,006,902
=6,657,515,419
P

2017
P981,847,037
=
4,830,092,409
=5,811,939,446
P

The notes receivable financed by contractual maturity dates is analyzed as follows:
Due within 1 year
Due beyond 1 year but not beyond 5 years

2018
P7,270,308,715
=
27,233,153,377
=34,503,462,092
P

2017
P5,589,100,209
=
22,004,642,053
=27,593,742,262
P

Notes receivables financed - others mainly consists of personal loans and employee loans
collateralized by cars and appliances.
The effective interest rates of receivables from customers range from 7.0% to 12.0% in 2018 and
6.0% to 10.0% in 2017.
Of the total receivables from customers of the Group as of September 30, 2018 and 2017, 13.8% and
12.2%, respectively, are subject to periodic interest repricing. The remaining receivables from
customers earn annual fixed interest rates ranging from 6.0% to 9.0% in 2018 and 2017.
Receivables - trade represents primarily the receivables of the subsidiaries from their clients under the
operating lease arrangements and the reimbursable expenses of the Parent Company from its
customers.
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BSP Reporting
The following table shows information relating to receivables from customers (excluding residual
value of leased assets, unearned lease and finance income) by collateral of the Parent Company:

Secured by:
Chattels
Title to leased properties
Securities
Real estate
Unsecured

2018
Amount

%

2017
Amount

%

= 37,591,746,269
P
6,141,374,672
745,063,490
137,964,277
44,616,148,708
70,923,374
= 44,687,072,082
P

84.1
13.7
1.7
0.3
99.8
0.2
100

=29,679,086,893
P
5,335,164,679
840,259,475
154,069,906
36,008,580,953
90,527,349
=36,099,108,302
P

82.2
14.8
2.3
0.4
99.7
0.3
100.0

As of September 30, 2018 and 2017, information on concentration of receivables from customers as
to economic activity of the Parent Company follows:

Wholesale and retail trade
Construction
Transportation, storage and communication
Agricultural, forestry and fishing
Manufacturing (various industries)
Mining and quarrying
Other community, social and personal activities
Real estate, renting and business activities
Financial intermediaries
Electricity, gas and water

2018
Amount
= 21,548,537,635
P
11,271,683,106
4,278,048,047
3,648,295,163
1,659,758,282
891,516,512
576,120,859
633,644,507
134,202,383
45,265,588
= 44,687,072,082
P

%
48.2
25.2
9.6
8.2
3.7
2.0
1.3
1.4
0.3
0.1
100.0

2017
Amount
=17,474,726,548
P
7,857,686,010
3,800,539,571
3,333,505,902
1,585,238,257
792,264,479
562,228,494
523,821,061
134,142,386
34,955,594
=36,099,108,302
P

%
48.4
21.8
10.5
9.2
4.4
2.1
1.6
1.5
0.4
0.1
100.0

The BSP considers that concentration of credit exists when total loan exposure to a particular industry
or economic sector exceeds 30.0% of total loan portfolio. In order to avoid excessive concentrations
of risk, the Parent Company’s policies and procedures include specific guidelines to focus on
maintaining a diversified portfolio. Identified concentrations of credit risks are controlled and
managed accordingly.
As of September 30, 2018 and 2017, the net nonperforming loans (NPLs) of the Parent Company
follow:
Total NPLs
Less NPLs fully covered by allowance
for credit losses

2018
=850,753,508
P

2017
=575,730,881
P

3,079,175
=847,674,333
P

140,576,099
P435,154,782
=

As of September 30, 2018 and 2017, all NPLs of the Parent Company are secured with collaterals.
Under BSP Cicular No. 941, loans, investments, receivables, or any financial asset shall be
considered non-performing, even without any missed contractual payments, when it is considered
impaired under existing accounting standards, classified as doubtful or loss, in litigation, and/or there
is evidence that full payment of principal and interest is unlikely without foreclosure of collateral, if
any. All other loans, even if not considered impaired, shall be considered non-performing if any
principal and/or interest are unpaid for more than ninety (90) days from contractual due date, or
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accrued interests for more than ninety (90) days have been capitalized, refinanced, or delayed by
agreement.
Loans are classified as nonperforming in accordance with BSP regulations, or when, in the opinion of
management, collection of interest or principal is doubtful. Loans are not classified as performing
until interest and principal payments are brought current or the loans are restructured in accordance
with existing BSP regulations, and future payments appear assured. Loans which do not meet the
requirements to be treated as performing loans shall also be considered as NPLs.

10. Investments in Subsidiaries
The movements in the investments in subsidiaries of the Parent Company follow:
Acquisition costs
OITDC*
ORC**
OALP***
OSC*
OIAI*
Balance at the end of the year
Accumulated share in net income
Balance at the beginning of the year
Share in net income during the year
Cash dividends
Balance at the end of the year
Accumulated share in other comprehensive
income (loss)
Balance at the beginning of the year
Share in gain (loss) on remeasurement of
retirement plan
Balance at the end of the year

2018

2017

P244,000,000
=
234,312,500
100,000,000
600,000
150,000
579,062,500

P244,000,000
=
234,312,500
100,000,000
600,000
150,000
579,062,500

792,297,823
214,393,312
(53,000,000)
953,691,135

675,078,228
166,219,595
(49,000,000)
792,297,823

(9,963,717)

(7,907,061)

5,701,007
(4,262,710)
=1,528,490,925
P

(2,056,656)
(9,963,717)
=1,361,396,606
P

*

The principal place of business of OITDC, OSC and OIAI is at 21 st Floor, GT Tower International, Ayala Avenue corner
principal H.V. dela Costa Street, Makati City.
** The principal place of business of ORC is at 10 th Floor, GT Tower International, Ayala Avenue corner H.V. dela Costa
Street, Makati City.
*** The principal place of business of OALP is at 2185 F.B. Harrison St. corner M. Santos St., Pasay City.

The percentage of ownership of the Parent Company in these subsidiaries and their principal activities
are disclosed in Note 2.
Investment in OALP
In 2018, in view of the management’s plan to change the business model from an operating lease
company to a service company, OALP sold a number of its equipment for lease to ORC. At the
consolidated level, the discontinuance of the business of OALP did not meet the definition of
discontinued operations under PFRS 5, Non-current Assets Held for Sale and Discontinued
Operations as the change in the business model of OALP did not result in the discontinuance of the
Group’s operating lease business.
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Investment in OITDC
As of September 30, 2017, the outstanding balance of unpaid subscription of Parent Company on
OITDC’s subscribed capital stock amounted to P
=87.0 million which was paid on December 14, 2017
(Note 18).
Cash dividends on investment in subsidiaries
Details of cash dividend distributions of subsidiaries, approved by its respective BOD and recognized
as reduction in the cost of investment in subsidiaries by the Parent Company follow:
Date of Declaration
OIAI
October 2, 2017
November 29, 2016
OALP
November 3, 2017

Dividend per Share

Total Amount

Record Date

Payment Date

=
P17,200
=19,600
P

P43,000,000
=
=49,000,000
P

October 23, 2017
November 29, 2016

November 30, 2017
December 1, 2016

=0.10
P

=10,000,000
P

November 20, 2017

January 31, 2018

Unrecognized Share in Net Losses of OSC
The carrying amount of the Parent Company’s investment in OSC amounted to nil as of
September 30, 2018 and 2017.
Under the equity method, the Parent Company has stopped recognizing its share in net losses of OSC
amounting to =
P4.27 million and =
P3.50 million in 2018 and 2017, respectively. As of September 30,
2018 and 2017, the cumulative unrecognized share in net losses amounted to =
P8.17 million and
=
P3.90 million, respectively.
The Parent Company has no current commitment or intention to provide financial support to OSC.
The Parent Company handles the administrative function of the subsidiary under a Contract of
Sharing Agreement.

11. Property and Equipment
The composition of and movements in this account follow:
Consolidated
2018

Cost
Balances at beginning of year
Additions
Disposals
Balances at end of year
Accumulated Depreciation and
Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Balances at end of year
Net Book Values

Furniture,
Fixtures and
Equipment

Land

Buildings and
Improvements

Leasehold Construction in
Improvements
Progress

P
=183,482,630
–
–
183,482,630

P
= 86,657,199
4,229,229
−
90,886,428

P
= 257,692,672
53,014,116
(15,664,946)
295,041,842

P
= 190,351,300
46,921,740
–
237,273,040

=
P−
16,946,020
–
16,946,020

P
= 718,183,801
121,111,105
(15,664,946)
823,629,960

–
–
–
–
P
= 183,482,630

9,026,081
3,028,430
−
12,054,511
P
= 78,831,917

185,653,376
43,378,688
(11,538,837)
217,493,227
P
= 77,548,615

116,574,606
31,550,243

−
−
−
−
P
= 16,946,020

311,254,063
77,957,361
(11,538,837)
377,672,587
P
= 445,957,373

148,124,849
P
= 89,148,191

Total
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Consolidated
2017
Land
Cost
Balances at beginning of year
Additions
Disposals
Reclassification
Transfers (Note 13)
Balances at end of year
Accumulated Depreciation and
Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Transfers (Note 13)
Balances at end of year
Net Book Values

Building

Furniture,
Fixtures and
Equipment

Leasehold
Improvements

Construction in
Progress

=
P183,458,628
24,002
–
–
–
183,482,630

=
P64,231,352
22,692,745
–
–
(266,898)
86,657,199

=
P237,220,867
50,451,072
(29,979,267)
–
–
257,692,672

=
P136,768,930
53,896,788
(5,851,659)
5,537,241
–
190,351,300

–
–
–
–
–
=
P183,482,630

6,190,035
3,204,468
–
(368,422)
9,026,081
=
P77,631,118

169,141,449
39,344,996
(22,833,069)
–
185,653,376
=
P72,039,296

93,385,876
23,564,254
(375,524)
–
116,574,606
=
P73,776,694

=
P21,849,295
−
−
(5,537,241)
(16,312,054)
−
−
−
–
–
−
=
P−

Total
=
P643,529,072
127,064,607
(35,830,926)
−
(16,578,952)
718,183,801
268,717,360
66,113,718
(23,208,593)
(368,422)
311,254,063
=
P406,929,738

Parent Company
2018
Furniture,
Fixtures
and Equipment
Cost
Balances at beginning of year
Additions
Disposals
Balances at end of year
Accumulated Depreciation and Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Balances at end of year
Net Book Values

Leasehold
Improvements

Construction in
Progress

= 195,640,228
P
43,003,953
(14,899,946)
223,744,235

= 183,042,884
P
45,871,231
−
228,914,115

=−
P
13,662,127
−
13,662,127

= 378,683,112
P
102,537,311
(14,899,946)
466,320,477

139,293,581
36,097,404
(10,773,839)
164,617,146
= 59,127,089
P

111,674,768
30,892,609
−
142,567,377
= 86,346,738
P

−
−
−
−
= 13,662,127
P

250,968,349
66,990,013
(10,773,839)
307,184,523
= 159,135,954
P

Total

Parent Company
2017
Furniture,
Fixtures
and Equipment
Cost
Balances at beginning of year
Additions
Disposals
Reclassification
Balances at end of year
Accumulated Depreciation and Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Balances at end of year
Net Book Values

Leasehold
Improvements

P
=183,670,651
40,974,419
(29,004,842)
−
195,640,228

P
=130,889,146
52,092,632
(5,476,135)
5,537,241
183,042,884

129,711,107
31,441,119
(21,858,645)
139,293,581
P
=56,346,647

88,956,625
22,718,143
–
111,674,768
P
=71,368,116

Construction in
Progress
P
=5,537,241
−
−
(5,537,241)
−
−
−
−
−
=
P−

Total
P
=320,097,038
93,067,051
(34,480,977)
−
378,683,112
218,667,732
54,159,262
(21,858,645)
250,968,349
P
=127,714,763

As of September 30, 2018 and 2017, the costs of the fully depreciated property and equipment still
being used in operations amounted to P
=161.5 million and =
P92.8 million, respectively, for the Group
and P
=103.0 million and P
=78.8 million, respectively, for the Parent Company.
In 2018, net gain on sale of property and equipment included in ‘Gain on sale of properties – net’
under ‘Other income’ in the statements of income amounted to =
P0.8 million for the Group and
=
P0.7 million for the Parent Company. In 2017, net loss on sale of property and equipment in the
statements of income amounted to =
P1.3 million for both the Group and Parent Company (Note 22).
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12. Equipment for Lease
The movements in the Group’s equipment for lease follow:
2017

2018
Cost
Balance at beginning of year
Additions
Disposals
Balance at end of year
Accumulated Depreciation
Balance at beginning of year
Depreciation (Note 23)
Disposals
Balance at end of year
Allowance for Impairment Losses (Note 16)
Net Book Value

P4,845,023,361
P
=5,697,094,400 =
1,557,828,211
1,038,576,661
(705,757,172)
(788,956,779)
5,697,094,400
5,946,714,282
2,501,176,263
2,854,265,590
974,585,422
1,007,513,950
(621,496,095)
(678,092,955)
2,854,265,590
3,183,686,585
−
−
P2,842,828,810
P
=2,763,027,697 =

Rental income on the lease of equipment included under ‘Leasing’ in the statements of income
amounted to =
P1.6 billion and P
=1.4 billion in 2018 and 2017, respectively.
Gains and losses on the sale of equipment for lease included in ‘Gain on sale of properties - net’
under ‘Other income’ in the statements of income amounted to =
P130.1 million and =
P108.5 million in
2018 and 2017, respectively, for the Group (Note 22).
13. Investment Properties and Non-current Asset Held for Sale
Investment properties
The composition of and movements in this account follow:
Consolidated
2018
Land and Land
Improvements
Cost
Balances at beginning of the year
Additions
Reclassification to non-current asset held for sale
Balance at end of the year
Accumulated Depreciation
Balances at beginning of the year
Depreciation (Note 23)
Balances at end of the year
Allowance for Impairment Losses (Note 16)
Net Book Values

Buildings

Total

P
=322,151,226
1,995,573
(34,000,000)
290,146,799

P
=94,487,588
41,774,027
−
136,261,615

P
=416,638,814
43,769,600
(34,000,000)
426,408,414

−
−
−
1,923,768
P
=288,223,031

2,721,513
3,557,098
6,278,611
−
P
=129,983,004

2,721,513
3,557,098
6,278,611
1,923,768
P
=418,206,035

*SGVFS032232*

- 43 Consolidated
2017
Cost
Balances at beginning and end of the year
Additions
Transfers (Note 11)
Balances at end of the year
Accumulated Depreciation
Balances at beginning of the year
Depreciation (Note 23)
Transfers (Note 11)
Balances at end of the year
Allowance for Impairment Losses (Note 16)
Net Book Values

Land and land
improvements

Buildings

Total

P80,348,467
=
241,802,759
−
322,151,226

=520,200
P
77,388,436
16,578,952
94,487,588

P80,868,667
=
319,191,195
16,578,952
416,638,814

−
−
−
−
1,923,768
=320,227,458
P

163,396
2,189,695
368,422
2,721,513
−
=91,766,075
P

163,396
2,189,695
368,422
2,721,513
1,923,768
=411,993,533
P

As of September 30, 2018 and 2017, the Parent Company’s investment property consists of land
amounting to P
=11.2 million, net of the allowance for impairment losses amounting to P
=1.9 million.
In 2017, the Group purchased parcels of land and a building for a total acquisition costs amounting to
=319.2 million. The costs are allocated to the land and building components based on their relative
P
fair values at the date of acquisition. The allocated costs to the land and building amounted to
P
=241.8 million and P
=77.4 million, respectively.
In 2017, the Group transferred to investment properties the three warehouses with carrying amount
totaling to P
=16.2 million, which were previously classified as ‘Construction in progress’ under
‘Property and equipment’ as of September 30, 2016. The transfer is in view of the management’s
plans to lease out the warehouses to third parties. In 2017, the Group started leasing out these
warehouses to third parties.
Rental income on investment properties of the Group, included under “Leasing” in the statements of
income, amounted to =
P31.4 million and =
P14.8 million in 2018 and 2017, respectively. The Parent
Company does not earn rental income on its investment properties.
Non-current asset held for sale
In 2018, the Group reclassified certain investment property amounting to =
P34.0 million to non-current
asset held for sale, in view of its commitment to sell this property to a third party. The sale is
expected to be consummated within the next twelve months after the reporting date. The fair value of
this property as of September 30, 2018 is disclosed in Note 5 to the financial statements.

14. Prepaid Expenses
This account consists of:

Prepaid income tax
Prepaid expenses
Unused documentary stamps
Unused stationeries and supplies

Consolidated
2017
2018
=14,187,584
P
P
=35,424,086
24,910,323
31,604,500
30,278,703
28,907,351
4,831,371
2,148,565
=74,207,981
P
P
=98,084,502

Parent Company
2017
2018
=
P−
P
=−
15,190,652
21,253,292
30,278,703
28,907,351
4,831,371
1,566,829
=50,300,726
P
P
=51,727,472
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Prepaid expenses include prepayments on insurance and rent. Prepaid insurance is recognized as
expense on a straight-line basis over the twelve-month period.
Prepaid income tax represents excess income tax payments which are eligible as future tax credits.

15. Other Assets
This account consists of:
Consolidated
2018
Financial Asset
Derivative asset
Nonfinancial Assets
Deferred input VAT
Chattels – net
Deferred tax assets (Note 26)
Software – net
Retirement asset
Advances to a real estate company (Note 27)
Local vehicle franchises - net of allowance
for impairment losses
Miscellaneous

Parent Company
2018

2017

2017

P
= 17,773,098

=
P−

P
= 17,773,098

=
P−

371,122,945
94,026,490
53,359,712
45,154,917
24,370,114
21,124,062

365,752,540
68,293,273
46,479,606
19,459,685
−
21,124,062

–
94,026,490
–
16,746,616
19,959,283
21,124,062

–
68,293,273
–
–
−
21,124,062

−
40,368,822
649,527,062
P
= 667,300,160

2,250,000
33,038,885
556,398,051
P
=556,398,051

–
28,904,496
180,760,947
P
= 198,534,045

–
22,608,656
112,025,991
P
=112,025,991

Deferred input VAT pertains to VAT paid on purchase of capital assets which will be amortized on a
straight-line basis over 60 months.
Chattels - net represent the net book value of vehicles and equipment for lease foreclosed by the
Parent Company due to the default in payment of its loan borrowers. The movements of the account
follow:
2017

2018
Cost
Balance at beginning of year
Additions
Disposals
Balance at end of year
Accumulated Depreciation
Balance at beginning of year
Depreciation (Note 23)
Disposals
Balance at end of year
Allowance for Impairment Losses (Note 16)
Net Book Value

P
=104,492,746
197,936,820
(121,557,133)
180,872,433

P72,701,613
=
142,886,233
(111,095,100)
104,492,746

29,293,224
90,441,683
(39,088,963)
80,645,944
6,199,999
P
=94,026,490

22,881,901
40,345,734
(33,934,411)
29,293,224
6,906,249
=68,293,273
P
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Gains and losses on the sale of chattels included in ‘Gain on sale of properties – net’ under ‘Other
income’ in the statements of income amounted to =
P18.9 million and =
P12.4 million in 2018 and 2017,
respectively, for the Group and the Parent Company (Note 22).
Pending execution of the deed of absolute sale and issuance of the certificate of title, the Group
recorded under ‘Advances to a real estate company’ the payments for the acquisition of a real estate
property. As of September 30, 2018 and 2017, total payments amounted to =
P21.1 million. Transfer
of ownership of the property is expected to occur in 2019.
The local vehicle franchises represent the payment made by OALPC to Bel Air Transit Services
Corp. (BATCO) for the three (3) the Certificates of Public Convenience granted to BATCO by the
Department of Transportation and Communications - Land Transportation Franchising and
Regulatory Board (LTFRB) to operate a tourist rent-a-car service and tourist chartered service for 300
units. In 2018 and 2017, the Group provided impairment losses amounting to =
P2.2 million and
=
P5.3 million, respectively. As of September 30, 2018 and 2017, the allowance for impairment losses
on local vehicle franchises amounted to =
P15.0 million and =
P12.8 million, respectively (Note 16).
The movements in ‘Software’ of the Group follow:
Cost
Balance at beginning of year
Additions
Balance at end of year
Accumulated Amortization
Balance at beginning of year
Amortization (Note 23)
Balance at end of year
Net Book Value

2018

2017

P
=20,688,096
28,343,559
49,031,655

P6,168,285
=
14,519,811
20,688,096

1,228,411
2,648,327
3,876,738
P
=45,154,917

459,722
768,689
1,228,411
=19,459,685
P

The Parent Company acquired software amounting to P
=16.75 million in 2018, which is not yet
available for use as of September 30, 2018.
Miscellaneous assets include security and advance deposits on rent, spare parts, supplies inventory
and receivables from BIR.
16. Allowance for Credit and Impairment Losses
Changes and breakdown of allowance for credit and impairment losses follow:
Consolidated
2018
Balances at beginning of year:
Loans and receivables:
Lease contract receivables
Notes receivable financed
Other receivables
Local vehicle franchise (Note 15)
Equipment for lease (Note 12)
Investment properties (Note 13)
Other assets

P
=153,618,863
424,340,145
1,964,287
579,923,295
12,750,000
−
1,923,768
17,139,148
611,736,211

2017

P
=72,155,983
343,775,488
1,586,514
417,517,985
7,500,000
2,000,000
1,923,768
16,112,898
445,054,651

Parent Company
2018
P
=153,618,863
424,340,145
−
577,959,008
−
−
1,923,768
6,906,249
586,789,025

2017

P
=72,155,983
343,775,488
−
415,931,471
−
−
1,923,768
5,879,999
423,735,238

(Forward)
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2018
Provision for credit and impairment
losses (Note 23)
Accounts written-off
Reversal of allowance on disposals of chattels and
equipment for lease
Balances at end of year:
Loans and receivables (Note 9):
Lease contract receivables
Notes receivable financed
Other receivables

2017

P
=225,023,396
(64,878,237)

P
=234,116,500
(64,077,565)

P
=212,622,647
(64,727,488)

P
=228,050,292
(63,639,130)

(706,250)
159,438,909

(3,357,375)
166,681,560

(706,250)
147,188,909

(1,357,375)
163,053,787

138,513,109
587,341,058
11,964,286
737,818,453
15,000,000
−
1,923,768
16,432,898
P
=771,175,119

Local vehicle franchise (Note 15)
Equipment for lease (Note 12)
Investment properties (Note 13)
Other assets (Note 15)

Parent Company
2018

2017

153,618,863
424,340,145
1,964,287
579,923,295
12,750,000
−
1,923,768
17,139,148
P
=611,736,211

138,513,109
587,341,058
−
725,854,167
−
−
1,923,768
6,199,999
P
=733,977,934

153,618,863
424,340,145
−
577,959,008
−
−
1,923,768
6,906,249
P
=586,789,025

Below is the breakdown of provision for credit and impairment losses:

Loans and receivables
Local vehicle franchise
Other assets

Consolidated
2018
2017
P
=222,773,396
P
=226,482,875
2,250,000
5,250,000
−
2,383,625
P
=225,023,396
P
=234,116,500

Parent Company
2018
2017
P
=212,622,647
P
=225,666,667
−
−
−
2,383,625
P
=212,622,647
P
=228,050,292

A reconciliation of the allowance for credit and impairment losses by class of receivables from
customers follows:
Consolidated
2018

Balances at beginning of year
Provision during the year
Accounts written-off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
= 153,618,863
32,211,450
(47,317,204)
P
= 138,513,109

Commercial
loans
P
= 289,415,520
145,041,290
(8,847,635)
P
= 425,609,175

P
= 114,379,285
24,133,824
P
= 138,513,109

P
= 232,684,021
192,925,153
P
= 425,609,174

P
= 346,566,717

P
= 1,490,701,034

Auto loans
P
= 603,920
200,072
−
P
= 803,992

Others
P
= 136,284,992
45,320,583
(8,713,398)
P
= 172,892,177

Total
P
= 579,923,295
222,773,395
(64,878,237)
P
= 737,818,453

P
= 77,680
726,312
P
= 803,992

P
= 56,664,866
116,227,312
P
= 172,892,178

P
= 403,805,852
334,012,601
P
= 737,818,453

P
= 160,931

P
= 289,700,377

P
= 2,127,129,059

Consolidated
2017

Balances at beginning of year
Provision during the year
Accounts written-off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
=72,155,983
83,616,789
(2,153,909)
P
=153,618,863

Commercial
loans
P
=227,880,987
110,371,820
(48,837,287)
P
=289,415,520

Auto loans
P
=548,529
55,391
−
P
=603,920

Others
P
=116,932,486
32,438,875
(13,086,369)
P
=136,284,992

Total
P
=417,517,985
226,482,875
(64,077,565)
P
=579,923,295

P
=110,771,906
42,846,957
P
=153,618,863

P
=136,888,926
152,526,594
P
=289,415,520

P
=68,698
535,222
P
=603,920

P
=39,220,093
97,064,899
P
=136,284,992

P
=286,949,623
292,973,672
P
=579,923,295

P
=261,798,562

P
=888,840,184

P
=160,931

P
=231,106,502

P
=1,381,906,179
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Parent Company
2018

Balances at beginning of year
Provision during the year
Accounts written off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
= 153,618,863
32,211,450
(47,317,204)
P
= 138,513,109

Commercial
loans
P
= 289,415,519
145,041,290
(8,847,635)
P
= 425,609,174

P
= 114,379,285
24,133,824
P
= 138,513,109

P
= 232,684,021
192,925,153
P
= 425,609,174

P
= 346,566,717

P
= 1,490,701,034

Auto loans
P
= 603,920
200,072
P
= 803,992

Others
P
= 134,320,706
35,169,835
(8,562,649)
P
= 160,927,892

Total
P
= 577,959,008
212,622,647
(64,727,488)
P
= 725,854,167

P
= 77,680
726,312
P
= 803,992

P
= 56,664,866
104,263,026
P
= 160,927,892

P
= 403,805,852
322,048,315
P
= 725,854,167

P
= 160,931

P
= 289,700,377

P
= 2,127,129,059

Parent Company
2017

Balances at beginning of year
Provision during the year
Accounts written off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
=72,155,983
83,616,787
(2,153,909)
P
=153,618,861

Commercial
loans
P
=227,880,987
110,371,820
(48,837,287)
P
=289,415,520

Auto loans
P
=548,529
55,391
−
P
=603,920

Others
P
=115,345,972
31,622,669
(12,647,934)
P
=134,320,707

Total
P
=415,931,471
225,666,667
(63,639,130)
P
=577,959,008

P
=110,771,906
42,846,957
P
=153,618,863

P
=136,888,926
152,526,594
P
=289,415,520

P
=68,698
535,222
P
=603,920

P
=39,220,093
95,100,612
P
=134,320,705

P
=286,949,623
291,009,385
P
=577,959,008

P
=261,798,562

P
=888,840,184

P
=160,931

P
=231,106,502

P
=1,381,906,179

17. Bills Payable and Derivative Instrument Designated as Hedges
Bills Payable
This account consists of deposit substitutes and bank borrowings with amortized costs (net of debt
transaction costs), as follows:

Bank borrowings (Note 29)
Deposit substitutes

Consolidated
2017
2018
=13,600,832,727
P
=29,588,844,856 P
19,913,212,874
9,506,651,362
=33,514,045,601
P
=39,095,496,218 P

Parent Company
2017
2018
=11,084,535,270
P
=27,177,007,950 P
19,979,382,590
9,655,322,377
=31,063,917,860
P
=36,832,330,327 P

The details of debt transaction costs follow:

Deposit substitutes
Bank borrowings (Note 29)

Consolidated
2017
2018
=14,867,378
P
P
=9,703,096
23,113,740
110,930,335
=37,981,118
P
P
=120,633,431

Parent Company
2017
2018
=14,867,378
P
P
=9,703,096
17,612,311
103,755,963
=32,479,689
P
P
=113,459,059

Deposit substitutes have annual interest rates ranging from 1.1% to 3.1% in 2017 and from 1.1% to
3.16% in 2016 and generally, have tenor of 15 days to 2 years.
Bills payable include also unsecured loans payable to various banks and lenders with annual interest
rates ranging from 1.3% to 6.0% in 2017 and from 1.1% to 6.0% in 2016 for peso-denominated bills
payable and from 2.2% to 2.6% in 2017 and from 1.6% to 2.6% in 2016 for USD-denominated bills
payable. These bank borrowings generally have tenors of 22 days to 3 years.
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Interest expense on bills payable (including amortization of debt transaction costs) follows:

Deposit substitutes
Bank borrowings

Consolidated
2017
2018
=512,222,540
P
P
=458,922,309
342,585,462
1,086,006,826
=854,808,002
P
P
=1,544,929,135

Parent Company
2017
2018
=512,807,528
P
P
=459,342,281
262,194,115
971,154,977
=775,001,643
P
P
=1,430,497,258

Bills payable and derivative instrument under hedges
In 2018, the Group entered into and used cross currency swap (i.e. dollar receive floating and peso
pay fixed) to hedge its dollar floating borrowing with a bank from interest rate and foreign currency
risks. The Group applied the requirements for cash flow hedge to account for these transactions. The
hedges have been assessed as perfectly effective as the critical terms of the cross currency swap
matched those of the hedged bank borrowing.
As of September 30, 2018, the Group’s borrowing with a bank designated as hedged item amounted
to US$56.18 million (or P
=3,034.83 million), with floating interest rate based on three-month LIBOR
plus 0.80% spread.
As of September 30, 2018, the positive fair value of the cross currency swap designated as hedging
instrument amounted to P
=17.77 million, presented in “Other assets”. The notional amounts of the
peso pay fixed leg and the dollar receive floating leg of the swap amounted to P
=3.00 billion and
US$56.18 million, respectively. In 2018, net interest expense on this derivative instrument amounted
to =
P21.79 million.
Movement in the cash flow hedge reserve, net of tax, in 2018 is as follows:
Net unrealized gain on cash flow hedge
Net gain on cash flow hedge reclassified to
profit or loss

P
=12,441,168
(24,382,022)
(P
=11,940,854)

18. Accounts Payable and Other Liabilities
This account consists of:
Consolidated
2018
Financial liabilities
Accounts payable (Note 27)
Accrued interest payable (Note 27)
Accrued expenses
Others
Nonfinancial liabilities
Deferred income
Gross receipts tax payable
Value-added tax payable
Withholding tax payable
Advance rental
Retirement liability (Note 24)
Subscription payable (Note 10)

2017

Parent Company
2017
2018

P
=1,739,683,825
255,540,139
100,542,506
13,323,111
2,109,089,581

=1,216,956,083
P
66,979,250
90,893,317
10,407,176
1,385,235,826

P
=1,390,050,530
245,510,879
49,610,095
3,103,017
1,688,274,521

=931,882,930
P
60,819,669
45,585,606
1,849,654
1,040,137,859

95,647,367
64,730,279
31,830,417
21,951,626
16,044,936
8,521,623
−
238,726,248
P
=2,347,815,829

110,893,113
1,332,762
17,539,836
64,730,279
10,833,298
−
23,114,496
18,992,144
24,188,220
8,787,922
112,753,116
−
−
−
299,322,079
93,843,107
=1,684,557,905 P
P
=1,782,117,628

1,487,395
17,539,836
−
21,034,753
19,607,973
98,967,014

155,000,000
313,636,971
=1,353,774,830
P
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Accounts payable represents unpaid liabilities to the suppliers for the equipment to be leased out and
financed to the lessees and the borrowers, respectively.

19. Deposits on Lease Contracts
Deposits on lease contracts consist of deposits from lessees under operating leases and customers of
finance lease receivables to serve as security for the prompt and faithful performance of the terms and
conditions of the contracts. For finance lease, such deposits are applied as lease payments at the end
of the lease term subject to the terms and conditions of the contract. For operating leases, the deposit
shall be refunded to the lessee at the termination of the least without any interest, net of amounts
which may be due to the subsidiaries under the terms of the lease of the contract.
The breakdown of deposits on finance and operating leases by contractual settlement dates follows:
Consolidated/Parent Company
2017
2018
Finance Leases
Due within one year
Due beyond one year
Operating Leases
Due within one year
Due beyond one year
Total

P
=411,801,181
1,051,612,067
1,463,413,248

=465,116,177
P
839,805,267
1,304,921,444

39,113,877
61,552,638
100,666,515
P
=1,564,079,763

50,515,702
37,355,397
87,871,099
=1,392,792,543
P

20. Maturity Profile of Assets and Liabilities
The following tables show the assets and liabilities as of September 30, 2018 and 2017 analyzed
according to when they are expected to be recovered or settled within one year and beyond one year
from the reporting date:
Consolidated

Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables
Other asset
Nonfinancial Assets
Property and equipment
Equipment for lease
Investment properties
Prepaid expenses
Other assets
Non-current asset held for sale

Total

Due Within
One Year

2017
Due Beyond
One Year

Total

=
P–
–

P
= 477,693,318
6,082,721,354

=
P326,043,576
6,120,819,739

=
P–
–

=
P326,043,576
6,120,819,739

−
–
8,515,086,734
−
15,075,501,406

−
1,113,338
32,982,160,279
17,773,098
33,001,046,715

−
1,113,338
41,497,247,013
17,773,098
48,076,548,121

232,000,000
–
6,741,238,725
−
13,420,102,040

−
953,866
26,834,734,462
−
26,835,688,328

232,000,000
953,866
33,575,973,187
−
40,255,790,368

–
–
–
98,084,502
54,042,024
34,000,000
186,126,526

445,957,373
2,763,027,697
420,129,803
–
626,917,934
−
4,256,032,807

445,957,373
2,763,027,697
420,129,803
98,084,502
680,959,958
34,000,000
4,442,159,333

–
–
–
74,207,981
43,694,639
−
117,902,620

406,929,738
2,842,828,810
413,917,301
–
542,592,560
−
4,206,268,409

406,929,738
2,842,828,810
413,917,301
74,207,981
586,287,199
−
4,324,171,029

P
= 15,261,627,932

P
= 37,257,079,522

771,175,119
P
= 51,747,532,335

=
P13,538,004,660

=
P31,041,956,737

611,736,211
=
P43,968,225,186

Due Within
One Year

2018
Due Beyond
One Year

P
= 477,693,318
6,082,721,354

Less: Allowance for credit and
impairment losses

(Forward)
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Financial Liabilities
Bills payable
Deposits on lease contracts
Accounts payable and other liabilities
Nonfinancial Liabilities
Accounts payable and other liabilities
Income tax payable
Deferred tax liabilities

Total

Due Within
One Year

2017
Due Beyond
One Year

Total

P
= 14,606,707,453
1,112,254,945
−
15,718,962,398

P
= 39,095,496,218
1,564,079,763
2,109,089,581
42,768,665,562

=
P30,048,091,814
515,631,879
1,385,235,826
31,948,959,519

=
P3,465,953,787
877,160,664
4,343,114,451

=
P33,514,045,601
1,392,792,543
1,385,235,826
36,292,073,970

230,204,625
317,002,222
−
547,206,847
P
= 27,596,910,011

8,521,623
–
325,275,665
333,797,288
P
= 16,052,759,686

238,726,248
317,002,222
325,275,665
881,004,135
P
= 43,649,669,697

186,568,963
359,363,825
−
545,932,788
=
P32,494,892,307

112,753,116
–
272,212,090
384,965,206
=
P4,728,079,657

299,322,079
359,363,825
272,212,090
930,897,994
=
P37,222,971,964

Due Within
One Year

2018
Due Beyond
One Year

Total

Due Within
One Year

2017
Due Beyond
One Year

Total

P
= 298,602,026
6,082,721,354

=
P–
–

P
= 298,602,026
6,082,721,354

=
P227,724,988
6,120,819,739

=
P–
–

=
P227,724,988
6,120,819,739

−
–
8,240,830,420
−
14,622,153,800

−
1,113,338
32,982,160,279
17,773,098
33,001,046,715

−
1,113,338
41,222,990,699
17,773,098
47,623,200,515

232,000,000
–
6,604,858,878
−
13,185,403,605

−
953,866
26,834,734,462
−
26,835,688,328

232,000,000
953,866
33,439,593,340
−
40,021,091,933

–
–
–
51,727,473
–
51,727,473

1,528,227,826
159,135,954
13,113,867
–
186,960,946
1,887,438,593

1,528,227,826
159,135,954
13,113,867
51,727,473
186,960,946
1,939,166,066

–
–
–
50,300,726
–
50,300,726

1,361,396,606
127,714,763
13,113,867
–
118,932,240
1,621,157,476

1,361,396,606
127,714,763
13,113,867
50,300,726
118,932,240
1,671,458,202

P
= 14,673,881,273

P
= 34,888,485,308

733,977,934
P
= 48,828,388,647

=
P13,235,704,331

=
P28,456,845,804

586,789,025
=
P41,105,761,110

P
= 22,385,426,148
411,801,181
1,688,274,521
24,485,501,850

P
= 14,446,904,179
1,051,612,067
−
15,498,516,246

P
= 36,832,330,327
1,463,413,248
1,688,274,521
39,984,018,096

=
P28,379,611,820
465,116,177
1,040,137,859
29,884,865,856

=
P2,684,306,040
839,805,267
−
3,524,111,307

=
P31,063,917,860
1,304,921,444
1,040,137,859
33,408,977,163

93,843,107
313,083,594
−
406,926,701
P
= 24,892,428,551

−
−
325,022,027
325,022,027
P
= 15,823,538,273

93,843,107
313,083,594
325,022,027
731,948,728
P
= 40,715,966,824

214,669,957
359,363,825
−
574,033,782
=
P30,458,899,638

98,967,014
–
272,030,556
370,997,570
=
P3,895,108,877

313,636,971
359,363,825
272,030,556
945,031,352
=
P34,354,008,515

Due Within
One Year

2018
Due Beyond
One Year

P
= 24,488,788,765
451,824,818
2,109,089,581
27,049,703,164

Parent Company

Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables
Other asset
Nonfinancial Assets
Investments in subsidiaries
Property and equipment
Investment properties
Prepaid expenses
Other assets
Less: Allowance for credit and
impairment losses
Financial Liabilities
Bills payable
Deposits on lease contracts
Accounts payable and other liabilities
Nonfinancial Liabilities
Accounts payable and other liabilities
Income tax payable
Deferred tax liabilities

21. Equity
Capital Stock
Capital stock as of September 30, 2018 and 2017 consists of:
2017

2018
Shares
Common - P
=100 par value:
Authorized
Issued and outstanding:
Balance at beginning of year
Stock dividends
Balance at end of year

Amount

Shares

Amount

50,000,000 P
=5,000,000,000

50,000,000 P
=5,000,000,000

35,957,099 3,595,709,900
719,142,000
7,191,420
43,148,519 P
=4,314,851,900

29,964,249 2,996,424,900
5,992,850
599,285,000
35,957,099 =
P3,595,709,900
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Retained Earnings
Details of the Parent Company’s stock dividend distributed follow:
Date of Declaration
October 25, 2017
October 26, 2016

Total Amount
=719,142,000
P
599,285,000

Record Date
October 25, 2017
October 26, 2016

Distribution Date
January 31, 2018
January 31, 2017

Capital Management
The primary objective of the Group’s capital management is to ensure that it complies with externally
imposed capital requirements and it maintains strong credit ratings and healthy capital ratios in order
to support its business and to maximize shareholders’ value.
The Group manages its capital structure and makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of its activities. In order to maintain or adjust the
capital structure, the Group may adjust the amount of dividend payment to shareholders, return
capital structure, or issue capital securities. No changes were made in the objectives, policies and
processes from the previous years.
The Group and its individual regulatory operations have complied with all externally imposed capital
requirements throughout the period.
Regulatory Capital
Under existing BSP regulations, the determination of the Parent Company’s compliance with
regulatory requirements and ratios is based on the amount the Parent Company’s unimpaired capital
reported to the BSP, determined on the basis of regulatory accounting policies, which differ from
PFRS in some aspects.
On January 15, 2013, BSP issued Circular No. 781 for the implementing guidelines on the revised
risk-based capital adequacy framework particularly on the minimum capital and disclosure
requirements for the Philippine banking system in accordance with the Basel III standards.
These guidelines apply to all Universal Banks (UBs) and Commercial Banks (KBs), as well as their
subsidiary banks and QBs. The risk-based capital ratio of a bank, expressed as a percentage of a
qualifying capital to risk weighted assets, shall not be less than ten percent (10%) for both solo basis
(head office plus branches) and consolidated basis (parent bank plus subsidiary financial allied
undertakings, but excluding insurance companies). Other minimum capital ratios include Common
Equity Tier 1 and Tier 1 capital ratios of 6.00% and 7.50%, respectively. A capital conservation
buffer of 2.50%, comprised of CET1 capital, shall likewise be imposed. This circular became
effective beginning on January 1, 2014.
The Group has taken into consideration the impact of this new circular to ensure compliance with the
regulatory requirements and capital ratios.
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The following table sets the regulatory capital of the Parent Company, as reported to BSP, as at
September 30, 2018 and 2017:

Total qualifying capital

2018

2017

P
=7,112,268,178

=5,739,980,208
P

Credit risk - weighted assets
Operational risk - weighted assets

P37,561,033,445
P
=46,545,867,144 =
3,862,394,834
4,656,419,587

Total risk-weighted assets

=41,423,428,279
P
=51,202,286,731 P

Common equity tier 1 ratio
Tier 1 capital ratio
Total capital adequacy ratio

13.1%
13.1%
13.9%

12.9%
12.9%
13.9%

Regulatory capital consists of Tier 1 capital, which comprises share capital, retained earnings
including current year profit, less deferred income tax. Certain adjustments are made in PFRS-based
results and reserves, as prescribed by the BSP. The other component of regulatory capital is Tier 2
capital, which includes general loan loss provision (limited to 1.0% of credit risk weighted assets).
Under Republic Act (RA) No. 8556, Financing Company Act, the Parent Company is required to
maintain the following capital requirements:
(a) Minimum paid-up capital of P
=10.00 million; and
(b) Additional capital requirements for each branch of =
P1.00 million for branches established in
Metro Manila, =
P0.50 million for branches established in other classes of cities and
=
P0.25 million for branches established in municipalities.
In 2018 and 2017, the Parent Company was in compliance with this minimum paid-up capital.

22. Other Income
This account consists of:

Service charges, fees and commission income
Gain on sale of properties – net
Penalty charges
Recovery on written-off receivables and
charged-off assets
Interest income from deposits (Notes 5 and 27)
Gains (losses) on initial recognition of other
assets - chattels (Note 15)
Miscellaneous

Consolidated
2017
2018
=173,558,539
P
P
=265,634,355
119,540,400
149,820,503
67,500,007
87,988,593
14,155,914
55,857
4,178,101
112,728,473
P
=634,561,796

12,601,064
3,697,670
(4,340,402)
78,520,533
=451,077,811
P

Parent Company
2017
2018
=74,371,990
P
P
=95,562,078
11,013,448
19,612,271
67,253,745
87,785,912
14,155,914
1,968,737
4,178,101
64,611,242
P
=287,874,255

12,601,064
3,583,931
(4,340,402)
47,827,961
=212,311,737
P

Service charges also include billable charges such as fuels and repairs to the lessees under the
Group’s operating lease agreement.
Miscellaneous includes forfeited guaranty deposits.
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Breakdown of gain (loss) on sale of properties – net is as follows:

Equipment for lease (Note 12)
Other assets - chattels (Note 15)
Property and equipment (Note 11)

Consolidated
2017
2018
=108,526,952
P
P
=130,088,234
12,351,341
18,932,687
(1,337,893)
799,582
=119,540,400
P
P
=149,820,503

Parent Company
2017
2018
=
P−
P
=−
12,351,341
18,932,687
(1,337,893)
679,584
=11,013,448
P
P
=19,612,271

23. General and Administrative Expenses
This account consists of:

Depreciation and amortization
Compensation and employees’
benefits (Note 24 and Note 27)
Taxes and licenses (Note 31)
Provision for credit and impairment
losses (Note 16)
Rent, light and water (Note 25)
Repairs
Insurance
Outside services
Communication
Fuel and lubricants
Litigation
Stationery and supplies
Management and other professional fees
Traveling
Meetings and conferences
Entertainment, amusement and recreation (EAR)
Advertising
Membership fees and dues
Miscellaneous

Consolidated
2017
2018
=1,084,003,258
P
=1,182,118,419 P
746,239,808
312,064,937

611,903,649
238,181,676

Parent Company
2017
2018
=94,504,996
P
P
=157,431,696
656,193,594
267,252,744

532,177,288
209,995,189

234,116,500
228,050,292
225,023,396
212,622,647
133,307,735
116,944,488
184,199,111
148,726,279
133,010,874
14,545,714
157,947,316
16,420,958
71,270,205
4,483,586
101,361,124
5,115,021
111,736,482
31,920,894
84,274,304
37,046,598
38,527,959
32,435,446
38,383,294
32,505,211
18,541,837
10,689,426
37,169,774
16,066,558
17,635,743
17,635,743
26,536,717
26,536,717
21,024,951
17,180,351
22,528,022
26,027,567
14,924,898
13,351,110
20,891,981
19,341,310
12,586,454
8,891,346
14,152,117
10,201,681
6,958,623
6,773,748
9,144,835
8,983,987
6,629,161
6,336,117
6,582,362
6,439,246
935,893
729,963
1,999,948
1,741,955
561,389
521,664
723,675
680,201
77,618,847
35,753,465
41,982,115
61,531,966
=2,833,476,134 P
=1,382,920,826
P
=3,236,372,651 P
=1,687,816,540 P

Miscellaneous expense includes cost of donations and charitable contributions, periodicals and
magazines, bank charges, fines, penalties and other charges.
The details of depreciation and amortization follow:

Equipment for lease (Note 12)
Property and equipment (Note 11)
Other assets - chattels (Note 15)
Investment properties (Note 13)
Software (Note 15)

Consolidated
2017
2018
=974,585,422
P
P
=1,007,513,950
66,113,718
77,957,361
40,345,734
90,441,683
2,189,695
3,557,098
768,689
2,648,327
=1,084,003,258
P
=1,182,118,419 P

Parent Company
2017
2018
=
P−
P
=−
54,159,262
66,990,013
40,345,734
90,441,683
−
−
−
−
=94,504,996
P
P
=157,431,696

*SGVFS032232*

- 54 -

24. Retirement Plan
The Parent Company, OALPC and ORC have funded and noncontributory defined benefit retirement
plan providing for retirement, death or disability benefits (administered by a retirement committee
with a local bank as trustee) covering all regular employees. Under the respective retirement plan, all
covered officers and employees are entitled to cash benefits after satisfying certain age and service
requirements. Actuarial valuations are made at least every two years.
The cost of defined benefit retirement plans as well as the present value of the benefit obligation is
determined using actuarial valuations. The actuarial valuation involves making various assumptions.
The principal assumptions used are shown below:
Parent Company
2017
2016
2018
Discount rate
At October 1
At September 30
Future salary increases
Average remaining working life

5.40%
7.83%
7.00%
27

4.55%
5.40%
8.00%
27

4.66%
4.55%
8.00%
27

2018

OALPC
2017

2016

2018

ORC
2017

2016

4.84%
6.80%
8.00%
13

3.89%
4.84%
8.00%
12

4.59%
3.89%
8.00%
14

5.40%
7.74%
8.00%
21

5.36%
5.40%
8.00%
22

5.56%
5.36%
8.00%
22

The average duration of the retirement liability in 2018 for the Parent Company, OALP and ORC are
11.1, 9.0 and 11.5 years, respectively.
The details of the Group’s and the Parent Company’s net retirement asset and net retirement liability
included under ‘Other assets’ and ‘Accounts payable and other liabilities’, respectively, as of
September 30, 2018 and 2017 are as follows:
Consolidated

Present value of the defined benefit obligation
Fair value of plan assets
Deficit (Surplus)
Effect of asset ceiling

2018
P328,058,974
=
(346,354,245)
(18,295,271)
2,446,780
(P
=15,848,491)

2017
P394,213,747
=
(281,460,631)
112,753,116
−
=112,753,116
P

As of September 30, 2018, net retirement asset of the Parent Company and OALP amounted to
=20.0 million and =
P
P4.4 million, respectively, while net retirement liability of ORC amounted to
P
=8.5 million.

Present value of the defined benefit obligation
Fair value of plan assets
Deficit (Surplus)
Effect of asset ceiling

Parent Company
2017
2018
=336,636,947
P
=275,464,966
P
(237,669,933)
(297,241,055)
98,967,014
(21,776,089)
−
1,816,806
=98,967,014
P
(P
=19,959,283)
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Changes in the present value of the defined benefit obligation as of September 30, 2018 and 2017
recognized in the statements of financial position follow:
Consolidated

Balance at beginning of year
Current service cost
Interest cost
Remeasurement (gains) losses:
Actuarial losses (gains) arising from:
changes in financial assumptions
experience adjustment
Benefits paid
Balance at end of year

2018
=394,213,747
P
56,743,697
21,139,495

2017
322,781,664
53,448,066
14,719,887

(151,357,996)
12,933,797
(5,613,766)
=328,058,974
P

(43,366,194)
51,637,811
(5,007,487)
=394,213,747
P

Parent Company

Balance at beginning of year
Current service cost
Interest cost
Remeasurement (gains) losses:
Actuarial losses (gains) arising from:
changes in financial assumptions
experience adjustment
Benefits paid
Balance at end of year

2017
=336,636,947
P
49,343,746
18,178,395

2016
=274,229,537
P
46,438,152
12,477,444

(136,418,864)
12,811,771
(5,087,029)
=275,464,966
P

(40,453,941)
48,441,835
(4,496,080)
=336,636,947
P

Changes in fair value of plan assets are as follows:
Consolidated

Balance at beginning of year
Contributions
Interest income
Remeasurement gain (loss)
Benefits paid
Balance at end of year

2018
=281,460,631
P
91,012,254
17,379,840
(37,884,714)
(5,613,766)
=346,354,245
P

2017
=241,341,317
P
46,220,000
11,936,556
(13,029,755)
(5,007,487)
=281,460,631
P

Parent Company

Balance at beginning of year
Contributions
Interest income
Remeasurement gain (loss)
Benefits paid
Balance at end of year

2018
=237,669,933
P
81,600,000
14,900,027
(31,841,876)
(5,087,029)
=297,241,055
P

2017
=202,323,431
P
40,200,000
10,017,980
(10,375,398)
(4,496,080)
=237,669,933
P

The effect of the asset ceiling in 2018 amounting to =
P2.4 million and P
=1.8 million for the Group and
Parent Company, respectively, is recognized under “Remeasurement gains (losses) on retirement
plan“ in other comprehensive income.
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The fair value of plan assets by each class is as follows:

Cash and cash equivalents
Accrued interest and other receivables
Debt instruments
Government securities
Private securities
Equity instruments
Financial intermediaries
Transportation, storage and
communication
Real estate, renting and
business activities
Food and beverage
Electricity, gas and water
Wholesale and Retail
Mining and quarrying
Fair value of plan assets

Consolidated
2017
2018
P
=45,634,880
P
= 28,508,545
1,073,895
2,204,424

Parent Company
2017
2018
P
=42,437,295
P
= 26,824,121
911,769
1,955,181

245,183,534
19,352,918

160,690,624
17,265,740

206,783,490
19,352,918

132,352,119
17,265,740

35,146,309

40,927,389

26,366,830

31,044,157

6,178,650

7,078,900

6,178,650

4,922,900

4,634,960
2,520,730
1,508,715
693,600
421,860
P
= 346,354,245

3,414,106
2,466,392
2,214,425
208,600
485,680
P
=281,460,631

4,634,960
2,520,730
1,508,715
693,600
421,860
P
= 297,241,055

3,414,106
2,466,392
2,161,175
208,600
485,680
P
=237,669,933

The Group’s plan assets are carried at fair value. All equity and debt instruments held have quoted
prices in active market. The fair value of cash and cash equivalents, accrued interest and other
receivables approximates carrying amount due to the short-term nature of these accounts.
As of September 30, 2018 and 2017, the Group’s plan assets include investments in shares of MBTC,
the ultimate Parent Company, with fair values amounting to =
P2.16 million (32,197 shares) and =
P1.15
million (13,262 shares), respectively, and investments in shares of GT Capital Holdings, Inc., the
company having significant influence over MBTC, with fair values amounting to P
=0.75 million (910
shares) and =
P1.02 million (880 shares), respectively.
The retirement expense included in ‘Compensation and employees’ benefits’ under ‘General and
administrative expenses’ of the Group and the Parent Company follow:

Current service cost
Net interest cost, including interest on the
effect the asset ceiling
Retirement expense

Consolidated
2017
2018
=53,448,066
P
P
=56,743,697
3,759,655
P
=60,503,352

2,783,331
=56,231,397
P

Parent Company
2017
2018
=46,438,152
P
P
=49,343,746
3,278,368
P
=52,622,114

2,459,464
=48,897,616
P

The amounts of defined benefit costs that are included in other comprehensive income related to
remeasurement of retirement plan follow:

Balance at beginning of the year
Remeasurement loss (gain) during the year
Income tax effect (Note 25)
Share in retirement losses (gains) on
remeasurement of retirement plan of
subsidiaries during the year (Note 10)
Balance at end of the year

Consolidated
2017
2018
=64,678,824
P
P
=79,589,784
21,301,372
(98,092,706)
(6,390,412)
29,427,812
14,910,960
(68,664,894)
−
P
=10,924,890

−
=79,589,784
P

Parent Company
2017
2018
=64,678,824
P
P
=79,589,784
18,363,292
(89,948,410)
(5,508,988)
26,984,523
12,854,304
(62,963,887)
(5,701,007)
P
=10,924,890

2,056,656
=79,589,784
P
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The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the present value of defined benefit obligation (PBO) as of
September 30, 2018 assuming all other assumptions were held constant.
Increase (Decrease) in PBO
Consolidated
Parent Company
Increase)
Possible
Increase)
Possible
(decrease)
fluctuations
(decrease)
fluctuations
Discount rates

+100 basis points
(bps)
-100 bps

Salary increase rate

+100 bps
-100 bps

(33,254,577)
39,065,100
35,557,744
(30,982,602)

+100 bps
-100 bps

(28,065,662)
33,039,098

+100 bps
-100 bps

30,155,005
(26,211,210)

25. Lease Contracts
As Lessee
The Group and Parent Company lease its office premises and parking spaces for a period ranging
from one (1) to ten (10) years renewable by mutual agreement of the parties at the end of the term of
the lease. In 2018 and 2017, rental expense included in ‘Rent, light and water’ under ‘General and
administrative expenses’ in the statements of income amounted to =
P159.8 million and P
=114.5 million,
respectively, for the Group, and =
P129.3 million and =
P102.2 million, respectively, for the Parent
Company.
Future minimum rental payments under non-cancelable operating leases are as follows:

Within one year
After one year but not more than five years
More than five years

Consolidated
2017
2018
=83,478,945
P
P
=152,347,417
123,414,374
279,146,067
−
13,698,448
=206,893,319
P
P
=445,191,932

Parent Company
2017
2018
=70,748,834
P
P
=144,696,318
89,358,084
267,549,144
13,698,448
−
=160,106,918
P
P
=425,943,910

As Lessor
The Group’s operating lease contracts generally have lease terms ranging from one (1) to five (5)
years. Operating lease income included under ‘Leasing’ in 2018 and 2017 amounted to P
=1.60 billion
and P
=1.53 billion, respectively.
The future aggregate minimum rentals receivable under operating lease follows:
OALPC
2017
2018*
Within one year
P35,433,990
=
P− =
After one year but not more than five years
22,726,631
−
P58,160,621
=
P− =
*In 2018, OALP sold its equipment for lease to ORC (see Note 10).

ORC
2017
2018
=1,759,493,001
P
= 1,089,505,989 P
1,605,764,933
815,374,005
=3,365,257,934
P
= 1,904,879,994 P

OITDC
2017
2018
P
=5,999,934
P
= 22,112,181
8,475,360
15,173,961
=
P14,475,294
P
= 37,286,142
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26. Income Taxes
Provision for income tax consists of:
Consolidated
2018
Current:
RCIT
Final tax
Deferred

P
=523,464,171
936,265
524,400,436
21,873,166
P
=546,273,602

2017

=543,943,540
P
744,841
544,688,381
(28,780,843)
=515,907,538
P

Parent Company
2018
P
=435,446,537
299,993
435,746,530
31,124,457
P
=466,870,987

2017

=462,855,920
P
606,158
463,462,078
(21,200,805)
=442,261,273
P

Provision for deferred tax credited (charged) directly to OCI during the year for the Group and Parent
Company follows:

Remeasurement losses (gains) on retirement plan
Changes in cash flow hedge reserve

Consolidated
2017
2018
=6,390,412
P
(P
= 29,427,812)
−
5,117,509
=6,390,412
P
(P
= 24,310,303)

Parent Company
2017
2018
=5,508,988
P
(P
= 26,984,524)
−
5,117,509
=5,508,988
P
(P
= 21,867,015)

Under Philippine tax laws, the Parent Company is subject to percentage and other taxes (presented as
‘Taxes and licenses’ under ‘General and administrative expense’ in the statement of income) as well
as income taxes. Percentage and other taxes paid consist principally of gross receipts tax and
documentary stamp taxes. Income taxes include corporate income tax, as discussed below, and
20.0% final taxes paid, which is a final withholding tax on gross interest income from deposit
substitutes.
Republic Act (RA) No. 9337, An Act Amending National Internal Revenue Code, provides that the
RCIT rate shall be 30.0%. It also provides that income from lending activities shall be taxed on the
basis of the remaining maturities of the instruments at gross receipts tax rates ranging from 0% to 5%
while income from non-lending activities is at 7.0%. Interest expense allowed as a deductible
expense shall be reduced by 33.0% of interest income subjected to final tax.
RA No. 9504, An Act Amending National Internal Revenue Code, provides that, the optional
standard deduction (OSD) equivalent to 40.0% of gross income may be claimed as an alternative
deduction in computing for the RCIT. The Parent Company, OALPC and ORC elected to claim
itemized expense deductions. OIA, OITDC and OSC opted to claim OSD instead of itemized
expense deductions.
Current tax regulations also provide for the ceiling on the amount of EAR expense (see Note 22) that
can be claimed as a deduction against taxable income. Under the regulation, EAR expense allowed as
a deductible expense for a service company like the Parent Company and most of its subsidiaries is
limited to the actual EAR paid or incurred but not to exceed 1.0% of net revenue.
The regulations also provide for MCIT of 2.0% on modified gross income and allow a NOLCO. The
MCIT and NOLCO may be applied against the Group’s income tax liability and taxable income,
respectively, over a three-year period from the year of inception.
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The deferred tax assets and deferred tax liabilities as presented in the statements of financial position
follow:
Consolidated
Parent Company
2017
2017
2018
2018
=46,479,606
P
=
P−
P
=53,359,712
P
=−
272,212,090
272,030,556
325,275,665
325,022,027
=225,732,484) (P
=272,030,556)
(P
= 271,915,953) (P
= 325,022,027) (P

Deferred tax assets*
Deferred tax liabilities

*Includes net deferred tax assets of OALPC and ORC presented under ‘Other assets’ in the consolidated statement of financial position

The components of the deferred tax assets and deferred tax liabilities follow:
Consolidated
2018

2017

Parent Company
2018
2017

Deferred tax assets on:
Allowance for credit losses on lease contract
receivables, notes receivable financed and
other receivables
=173,976,988 P
=173,387,702
P
=217,756,250 P
=217,756,250 P
Advance rent received
30,518,919
−
25,457,852
−
Accumulated depreciation on investment
properties and other assets – chattels
8,787,967
8,787,967
24,193,783
24,193,783
Accrued expenses
14,006,297
5,352,924
20,405,593
9,444,864
Unrealized intercompany profit sale of
equipment for lease
−
−
10,246,616
−
Unrealized forex loss on bills payable
designated as hedged item
−
−
10,449,438
10,449,438
Unamortized past service cost
7,209,485
3,154,692
7,173,717
3,178,478
Allowance for impairment losses on chattels,
investment property and equipment for lease
2,649,005
2,649,005
6,026,416
2,437,130
Mark to market and net accrued interest
expense on cross currency swap designated
as hedge instrument
−
−
1,204,615
1,204,615
Net retirement liability
33,825,935
29,690,104
1,233,238
−
Unrealized loss on foreclosure of assets
1,059,586
1,059,586
822,884
822,884
272,034,182
224,081,980
324,970,402
269,487,442
Less deferred tax liabilities on:
Leasing income differential between finance
and operating lease method
486,172,574
486,172,574
554,152,852
554,152,852
Unamortized transaction costs on bills payable
11,201,612
9,743,907
36,131,010
34,037,716
Net retirement asset
−
−
5,987,785
5,987,785
Accrued rent receivable
−
−
283,592
−
Accrued commission receivable
181,534
−
−
−
Unrealized forex gain
196,055
196,055
331,116
331,116
Others
14,891
−
−
−
497,766,666
496,112,536
596,886,355
594,509,469
=225,732,484) (P
=272,030,556)
(P
= 271,915,953) (P
= 325,022,027) (P

The subsidiaries did not recognize deferred tax assets on NOLCO amounting to =
P13.88 million. The
Group believes that it is highly probable that the NOLCO will not be realized in the foreseeable
future.
Details of the Group’s NOLCO follow:
Year Incurred
2016
2017
2018

Amount
P989,223
=
5,866,236
7,029,340
=13,884,799
P

Expired
=−
P
–
−
=−
P

Balances
P989,223
=
5,866,236
7,029,340
=13,884,799
P

Expiry Year
2019
2020
2021
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A reconciliation of the statutory income tax and the effective income tax follow:

Statutory income tax
Additions to (deductions from):
Income tax resulting from:
Nondeductible expenses
Net unrecognized deferred tax assets
Tax paid and tax exempt income
Nontaxable income and others
Excess of OSD over itemized deductions
Effective income tax

Consolidated
2017
2018
=523,282,978
P
P
=554,040,496
1,214,281
2,108,803
(422,069)
(1,234,714)
(9,433,195)
P
=546,273,602

9,472,539
1,759,871
(542,142)
(12,364,464)
(5,701,244)
=515,907,538
P

Parent Company
2017
2018
=502,939,649
P
P
=532,354,653
599,488
−
(292,471)
(65,790,684)
–
P
=466,870,986

2,699,935
−
(471,210)
(62,907,101)
–
=442,261,273
P

27. Related Party Transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subjected to common control or
common significant influence. Related parties may be individuals or corporate entities. Transactions
between related parties are based on terms similar to those offered to non-related parties.
In the ordinary conduct of business, the Parent Company has transactions with its ultimate parent,
MBTC, and with its subsidiaries. These transactions are done in the normal conduct of operations
and are recorded in the same manner as transactions entered into with other third parties.
The Parent Company’s significant related party transactions follow:

Category
Parent Company
MBTC
Cash and cash equivalents
Deposits
Withdrawals
Interest income

Amount/Volume

September 30, 2018
Outstanding
Balances
Terms and Conditions/Nature

P
=333,438,128,220
(333,366,641,834)

P
=271,349,582 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.

23,404,840

Derivative asset

Bills payable – bank borrowings
Availments
Settlements

This represents interest earned on the
above savings deposit accounts and
on cross-currency swap
17,773,098 This represents positive mark-tomarket valuation result of the hedging
instrument.

36,045,561,892
(33,010,730,432)

3,034,831,460 These are short-term unsecured
borrowings with interest rates ranging
from 2.80% to 2.90% per annum and
a dollar-denominated long-term
borrowing with floating interest rate
at 3 months USD-LIBOR +
0.88888889% designated as hedged
item. As of September 30, 2018,
amount was revalued to Philippine
Peso based on the closing rate.

(Forward)
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Interest expense

Category

Rental expense
Entities under common control
Philippine Savings Bank (PS Bank)
Cash and cash equivalents
Deposits
Withdrawals
Interest income
Affiliates
Federal Land, Inc.*
Rental expense

Amount/Volume
P
=122,790,669

3,856,999

Payables to subsidiaries****
Additions
Settlements
Bills payable – deposit substitutes
Additions
Settlements

Interest expense

P
=18,243,298 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.

6,629

This represents interest earned on the
above savings deposit accounts.

31,950,106

This represents rental expenses for
office rental.

21,124,062 This represents full payment for the
acquisition of a real estate property.

224,171,584
(224,199,024)

53,875,385
(53,875,385)

291,210,796
(273,211,053)

1,014,274

− This refers to various advances for
repairs and maintenance made by
branches of OALP and ORC's share
in office rentals and share in salaries
of employees. This also refers to
advances made by OSC to the Parent
Company. Non-interest bearing,
unsecured and due on demand. No
impairment provided.
− Insurance premiums received on
behalf of OIA. Non-interest bearing
and due on demand.
84,169,459 Placements of deposit substitutes with
interest ranging from 1.13% to 3.75%
per annum and with tenor of 15 to
182 days; unsecured
This represents interest expense
incurred on the above bills payable.
Accrued interest on the above bills
35,016 payable

Accrued interest payable
Rental expense

This represents expenses for office
rental.

P
=2,896,104,504
(2,889,166,873)

Bonifacio Landmark Realty and
Development Corporation**
Advances to a real estate company
Subsidiaries
OALPC, ORC, OIAI, OITDC, OSC
Receivables from subsidiaries ***
Additions
Collections

September 30, 2018
Outstanding
Balances
Terms and Conditions/Nature
This represents interest expense
incurred on the above borrowings and
cross-currency swap.

11,010,273

− This represents car rental expenses to
OALP and ORC and office rental
expenses to ORC for OMLFCCalamba.

(Forward)
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Category
Management fee income

Amount/Volume
P
=900,000

September 30, 2018
Outstanding
Balances
Terms and Conditions/Nature
This pertains to management fees for
P
=− the office and administrative services
rendered to OIAI, OITDC and OSC

*Federal Land Inc. is a subsidiary of GT Capital Holdings, Inc., which has significant influence over MBTC.
**Bonifacio Landmark Realty and Development Corporation is a subsidiary of the Federal Land Inc.
***Receivables from subsidiaries are presented in ‘Others’ under ‘Other receivables’.
****Payables to subsidiaries are presented in ‘Accounts payable’ under “Accounts payable and other liabilities’.

Category
Parent Company
MBTC
Cash and cash equivalents
Deposits
Withdrawals
Interest income
Bills payable – bank borrowings
Availments
Settlements

Amount/Volume

P283,381,470,310
=
(283,489,317,587)
23,404,260
23,665,000,000
(23,665,000,000)

September 30, 2017
Outstanding
Balances
Terms and Conditions/Nature

=199,863,196 These are savings and current deposit
P
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.
This represents interest earned on the
above savings deposit accounts.
These are short-term unsecured
borrowings with interest rates ranging
from 2.80% to 2.90% per annum.

Interest expense

16,309,283

This represents interest expense
incurred on the above borrowings.

Rental expense

5,585,931

This represents expenses for office
rental.

Entities Under Common Control
Philippine Savings Bank (PS Bank)
Cash and cash equivalents
Deposits
Withdrawals
Interest income
Affiliates
Federal Land, Inc.*
Rental expense

1,783,991,904
(1,793,050,524)
3,158

27,145,421

Bonifacio Landmark Realty and
Development Corporation**
Advances to a real estate company
OALPC, ORC, OIAI, OITDC, OSC
Receivables from subsidiaries ***
Additions
Collections

Interest income

11,305,667 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.
This represents interest earned on the
above savings deposit accounts.
This represents rental expenses for
office rental.

=21,124,062 This represents full payment for the
P
acquisition of a real estate property.
363,553,015
(363,554,067)

149,893

27,440 This refers to various advances for
repairs and maintenance made by
branches of OALP and ORC's share
in office rentals and share in salaries
of employees. Non-interest bearing,
unsecured and due on demand. No
impairment provided.
This represent interest earned on
loans provided to OSC at an interest
rate of 5.8% per annum.

(Forward)
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Category
Amount/Volume
Payables to subsidiaries and affiliates****
Additions
=53,566,550
P
Settlements
(53,756,510)

Bills payable – deposit substitutes
Additions
Settlements

Interest expense

25,287,880
(92,273,575)

435,093

Management fee income

=66,169,716 Placements of deposit substitutes with
P
interest ranging from 1.13% to 1.38%
per annum and with tenor of 15 to 17
days; unsecured
This represents interest expense
incurred on the above bills payable.
Accrued interest on the above bills
7,807 payable

Accrued interest payable
Rental expense

September 30, 2017
Outstanding
Balances
Terms and Conditions/Nature
− Insurance commission from branches,
insurance premium from Head office
accounts, to be settled upon
remittance from OIA. Non-interest
bearing and due on demand.

12,381,123
900,000

This represents car rental expenses to
− OALP and ORC.
This pertains to management fees for
the office and administrative services
− rendered to OIAI, OITDC and OSC

*Federal Land Inc. is a subsidiary of GT Capital Holdings, Inc., which has significant influence over MBTC.
** Bonifacio Landmark Realty and Development Corporation is a subsidiary of the Federal Land Inc.
***Receivables from subsidiaries are presented in ‘Others’ under ‘Other receivables’.
****Payables to subsidiaries are presented in ‘Accounts payable’ under “Accounts payable and other liabilities’.

Affiliates are companies indirectly connected to the Parent Company by reason of interlocking
directors and/or officers and those that are under common control or common significant influence.
The accounting and administrative functions of the subsidiaries, except for OALPC and ORC, are
being handled by the Parent Company at a cost under a Contract of Sharing Agreement.
Transactions with subsidiaries have been eliminated in the consolidated financial statements.
In the ordinary course of business, the Parent Company has loan transactions with investees and with
certain DOSRI. Existing banking regulations limit the amount of individual loans to DOSRI, 70.0%
of which must be secured, to the total of their respective deposits and book value of their respective
investments in the Parent Company. Such limit does not apply to loans secured by assets considered
as non-risk as defined in the regulations. In the aggregate, loans to DOSRI generally should not
exceed the respective total regulatory capital or 15.0% of total loan portfolio, whichever is lower. As
of September 30, 2018 and 2017, the Parent Company was in compliance with such regulations.
Compensation of key management personnel of the Group and the Parent Company (covering officer
positions starting from Assistant Vice President and up) included under ‘Compensation and
employees’ benefits’ under ‘General and administrative expenses’ in the statements of income
follows:
Short-term employee benefits
Post-employment pension and medical benefits

2018
P
=128,198,952
21,591,236
P
=149,790,188

2017
=108,177,506
P
25,321,000
=133,498,506
P
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Short-term employee benefits include salaries, paid annual leave and paid sick leave, profit sharing
and bonuses and non-monetary benefits.
Regulatory Reporting
BSP Circular No. 423 dated March 15, 2004 amended the definition of DOSRI accounts. The
following table shows information relating to the Parent Company loans, other credit
accommodations and new guarantees classified as DOSRI accounts under regulations existing prior to
said circular and new DOSRI loans, other credit accommodations granted under said circular as of
September 30, 2018 and 2017:
Total outstanding DOSRI accounts
Percent of DOSRI accounts to total loans
Percent of unsecured DOSRI accounts to total
DOSRI accounts

2018
P
=22,698,972
0.05%

2017
=18,250,949
P
0.05%

56.6%

53.7%

BSP Circular No. 560 which became effective on February 22, 2007 provides the rules and
regulations that govern loans, other credit accommodations and guarantees granted to subsidiaries
and affiliates of the banks/quasi-banks. Under the said Circular, the total outstanding exposures to
each of the said subsidiaries and affiliates shall not exceed 10.0% of the lending bank's/quasi-bank’s
net worth, the unsecured portion of which shall not exceed 5.0% of such net worth. Further, the total
outstanding exposures to subsidiaries and affiliates shall not exceed 20.0% of the net worth of the
lending bank/quasi-bank; and the subsidiaries and affiliates of the lending bank/quasi-bank are not
related interest of any director, officer and/or stockholder of the lending institution, except where
such director, officer or stockholder sits in the BOD or is appointed officer of such corporation as
representative of the bank/quasi-bank.
As of September 30, 2018 and 2017, the Group has no outstanding DOSRI accounts granted prior to
the approval of BSP Circular No. 423.
Total interest income on DOSRI loans amounted to P
=1.0 million and =
P0.7 million in 2017 and 2016,
respectively, is included under ‘Financing’ in the statements of income.
As of September 30, 2018 and 2017, the retirement fund of employees amounting to P
=346.4 million
and =
P281.5 million, respectively, for the Group and =
P297.2 million and =
P237.7 million, respectively,
for the Parent Company is being managed by the Trust and Banking Group of MBTC.

28. Financial Performance
The following basic ratios measure the financial performance of the Group and the Parent Company:

Return on average equity
Return on average assets
Net interest margin on average interest earning
assets

Consolidated
2018
17.52%
2.72%
7.82%

2017
20.01%
3.16%
9.07%

Parent Company
2017
2018
20.09%
17.59%
3.38%
2.91%
7.29%

8.41%
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29. Notes to Statements of Cash Flows
The following is the summary of noncash activities:
Consolidated
2018
Noncash investing activities
Additions to other assets - chattels in
settlement of loans (Note 15)
Acquisitions of equipment for lease
Disposal of equipment for lease

P
=197,936,820
13,339,557
1,340,000

2017

=142,886,233
P
87,539,182
−

Parent Company
2018
P
=197,936,820
−
−

2017

=142,886,233
P
−
−

Noncash financing activity include distribution of stock dividends and is discussed in Note 20.
The following show the reconciliations of the beginning and closing balances of liabilities arising
from financing activities in 2018:
Consolidated

Bills payable –
Bank borrowings

October 1, 2018

Net cash flows

Foreign
exchange loss

Amortization
of debt
transaction
costs

P
=13,600,832,727

P
=15,702,044,980

P
=35,171,153

P
=250,795,996

P
=29,588,844,856

September 30,
2018
P
=27,177,007,950

September 30,
2018

Parent Company

Bills payable –
Bank borrowings

October 1, 2018

Net cash flows

Foreign
exchange loss

Amortization
of debt
transaction
costs

P
=11,084,535,270

P
=15,949,276,547

P
=35,171,153

P
=108,024,980

30. Subsequent events
On October 24, 2018, the BOD of the Parent Company approved the declaration of the 15% stock
dividend equivalent to 6,472,278 shares at 100 par value per share to stockholders of record as of
October 24, 2018, subject to confirmation by the stockholders on November 28, 2018, payable on or
before January 31, 2018.
On October 24, 2018, the BOD of the Parent Company approved the increase in authorized capital
stock from 5.0 billion equivalent to 100,000,000 shares at 100 par value per share to 10.0 billion
equivalent to 100 par value per share. Further, the BOD approved the second tranche of stock
dividend of approximately 25% of the outstanding capital stock of the Parent Company amounting to
1.25 billion as of October 24, 2018, payable immediately after the necessary regulatory approvals and
for ratification and approval by the stockholders on November 28, 2018.
On October 22, 2018, the BOD of OIA approved the declaration of cash dividends amounting to
68.8 million to stockholders of record as of October 22, 2018, payable on or before
November 30, 2018.
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On October 29, 2018, the Parent Company and FMIC entered into a placement management
agreement whereby the Parent Company will distribute and sell to the general public fixed rate pesodenominated notes (the Notes) in an aggregate principal amount of up to 2.6 billion, while FMIC will
act as the arranger of the placement, distribution and sale of these Notes.
31. Supplementary Information Required Under Revenue Regulations (RR) 15-2010
In compliance with the requirements set forth by RR No. 15-2010, hereunder is the information on
taxes and licenses paid or accrued for the year ended September 30, 2018:
The Parent Company reported and/or paid the following types of taxes for the year:
Percentage Taxes
Income from operations
Less than 60 months remaining term
Greater than 60 months remaining term
Other sources

Revenues

Percentage tax

=4,395,811,251
P
16,538,977
289,893,853
=4,702,244,081
P

=219,790,563
P
165,390
20,292,570
=240,248,523
P

Other Taxes and Licenses
This includes all other taxes, local and national, including real estate taxes, licenses and permit fees
lodged under the ‘Taxes and licenses’ under ‘General and administrative expenses’ of the Parent
Company’s statement of income:
Gross receipts tax
Local tax
Documentary stamp tax (DST)*
Fringe benefits
Other taxes

=240,050,033
P
23,267,935
174,410
3,685,438
74,928
=267,252,744
P

*Excludes DST which are deferred and amortized as part of interest expense for financial reporting purposes

The DST paid/accrued on the following transactions are:
Transaction
Loan instruments
Shares of stocks
Others

Amount
=113,020,917,822
P
719,142,000
26,201,203
=113,766,261,025
P

DST thereon
P275,681,523
=
3,595,710
175,471
=279,452,704
P

Total remittances
=92,799,048
P
67,779,308
70,137,307
2,718,394
=233,434,057
P

Balance
=7,685,654
P
3,450,658
6,827,863
967,043
=18,931,218
P

Withholding Taxes
Details of withholding taxes for the year are as follows:
Expanded withholding taxes
Withholding taxes on compensation and benefits
Final withholding taxes
Fringe benefit
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Tax Assessments and Cases
As of September 30, 2018, there are no final assessment notice received from the BIR, outstanding
tax cases under investigation, litigation nor prosecution in courts or bodies outside the BIR.
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ORIX METRO LEASING AND FINANCE CORPORATION
INDEX TO THE FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDULES
AS OF SEPTEMBER 30, 2018
Schedule I
Schedule II :

:

Schedule of all the Effective Standards under PFRS in compliance
with SRC Rule 68, Amended
Reconciliation of Retained Earnings available for dividend declaration
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ORIX METRO LEASING AND FINANCE CORPORATION
SCHEDULE OF ALL THE EFFECTIVE STANDARDS
UNDER PFRS IN COMPLIANCE WITH SRC RULE 68, AS AMENDED
SEPTEMBER 30, 2018
List of Philippine Financial Reporting Standards (PFRS) [which consist of PFRSs and Philippine
Accounting Standards (PAS)] issued as of September 30, 2018:
PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Framework for the Preparation and Presentation of Financial
Statements
Conceptual Framework Phase A: Objectives and qualitative
characteristics

✓

PFRSs Practice Statement Management Commentary

✓

Not
Adopted

Not
Applicable

Philippine Financial Reporting Standards
PFRS 1
(Revised)

PFRS 2

First-time Adoption of Philippine Financial Reporting
Standards

✓

Amendments to PFRS 1 and PAS 27: Cost of an
Investment in a Subsidiary, Jointly Controlled Entity or
Associate

✓

Amendments to PFRS 1: Additional Exemptions for Firsttime 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

✓

Amendments to PFRS 1: Government Loans

✓

Improvement to PFRS 1: Borrowing Costs

✓

Improvement to PFRS 1: Meaning of ‘Effective PFRSs’

✓

Share-based Payment

✓

Amendments to PFRS 2: Vesting Conditions and
Cancellations

✓

Amendments to PFRS 2: Group Cash-settled Share-based
Payment Transactions

✓

Improvement to PFRS 2: Definition of Vesting Condition

✓

Amendments to PFRS 2: Share-based Payment,
Classification and Measurement of Share-based Payment
transactions
PFRS 3
(Revised)

Business Combinations

✓
✓

Improvement to PFRS 3: Accounting for Contingent
Consideration in a Business Combination

✓

Improvement to PFRS 3: Scope Exceptions for Joint
Arrangements

✓
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
PFRS 4

Adopted

Not
Applicable

Insurance Contracts

✓

Amendments to PAS 39 and PFRS 4: Financial Guarantee
Contracts

✓

Amendment to PFRS 4: Insurance Contracts, Applying
PFRS 9, Financial Instruments, with PFRS 4
PFRS 5

Not
Adopted

Non-current Assets Held for Sale and Discontinued
Operations

✓
✓

Amendment to PFRS 5: Changes in methods of disposal

✓

PFRS 6

Exploration for and Evaluation of Mineral Resources

✓

PFRS 7

Financial Instruments: Disclosures

✓

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets

✓

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets - Effective Date and Transition

✓

Amendments to PFRS 7: Improving Disclosures about
Financial Instruments

✓

Amendments to PFRS 7: Disclosures - Transfers of
Financial Assets
Amendments to PFRS 7: Disclosures – Offsetting
Financial Assets and Financial Liabilities

PFRS 8

✓
✓

Amendments to PFRS 7: Mandatory Effective Date of
PFRS 9 and Transition Disclosures

✓

Amendments to PFRS 7: Additional hedge accounting
disclosures (and consequential amendments) resulting
from the introduction of the hedge accounting chapter in
PFRS 9

✓

Amendments to PFRS 7: Servicing Contracts and
Applicability of the Amendments to PFRS 7 to Condensed
Interim Financial Statements

✓

Amendments to PFRS 7: Disclosures - Servicing
Contracts

✓

Operating Segments

✓

Improvement to PFRS 8: Aggregation of Operating
Segments and Reconciliation of Total of the Reportable
Segments’ Assets to the Entity’s Assets

✓

PFRS 9

Financial Instruments

PFRS 10

Consolidated Financial Statements

✓
✓

Amendment to PFRS 10: Investment Entities

✓

Amendments to PFRS 10: Transition Guidance

✓
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Amendment to PFRS 10, 12 and PAS 28: Investment
Entities, Applying Consolidation Exception

✓

Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets Between an Investor and its
Associate or Joint Venture
PFRS 11

PFRS 12

PFRS 13

Not
Applicable

✓

Joint Arrangements

✓

Amendments to PFRS 11: Transition Guidance

✓

Amendments to PFRS 11: Accounting for Acquisitions of
Interests in Joint Operations

✓

Disclosure of Interests in Other Entities

✓

Amendments to PFRS 12: Transition Guidance

✓

Amendment to PFRS 12: Investment Entities

✓

Amendments to PFRS 12 : Clarification of the Scope of
the Standard

✓

Fair Value Measurement

✓

Amendment to PFRS 13: Short-term Receivables and
Payables

✓

Amendment to PFRS 13: Portfolio Exception

✓

PFRS 14

Regulatory Deferral Account

✓

PFRS 15

Revenue from Contracts with Customers

✓

PFRS 16

Leases

✓

Philippine Accounting Standards
PAS 1
(Revised)

Presentation of Financial Statements

✓

Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation

✓

Amendments to PAS 1: Presentation of Items of Other
Comprehensive Income

✓

Amendment to PAS 1: Presentation of Financial
Statements – Disclosure Initiative

✓
✓

PAS 2

Inventories

PAS 7

Statement of Cash Flows

✓

Amendments to PAS 7: Statement of Cash Flows,
Disclosure Initiative

✓

PAS 8

Accounting Policies, Changes in Accounting Estimates
and Errors

✓

PAS 10

Events after the Reporting Date

✓
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS
PAS 11

Construction Contracts

PAS 12

Income Taxes

PAS 16

Adopted

Not
Adopted

Not
Applicable
✓

✓

Amendment to PAS 12 - Deferred Tax: Recovery of
Underlying Assets

✓

Amendments to PAS 12: Income Taxes, Recognition of
Deferred Tax Assets for Unrealized Losses

✓

Property, Plant and Equipment

✓

Improvement to PAS 16: Revaluation Method Proportionate Restatement of Accumulated Depreciation

✓

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortization

✓

Amendments to PAS 16 and PAS 41, Agriculture: Bearer
Plants

✓

PAS 17

Leases

✓

PAS 18

Revenue

✓

PAS 19
(Amended)

Employee Benefits

✓

Amendments to PAS 19: Defined Benefit Plans:
Employee Contributions

✓

Amendments to PAS 19: Employee Benefits − regional
market issue regarding discount rate

✓

PAS 20

Accounting for Government Grants and Disclosure of
Government Assistance

✓

PAS 21

The Effects of Changes in Foreign Exchange Rates

✓

Amendment: Net Investment in a Foreign Operation

✓

PAS 23

Borrowing Costs

✓

PAS 24

Related Party Disclosures

✓

Improvement to PAS 24: Key Management Personnel

✓

PAS 26

Accounting and Reporting by Retirement Benefit Plans

✓

PAS 27
(Amended)

Separate Financial Statements

✓

Amendment to PAS 27: Investment Entities
Amendments to PAS 27: Equity Method in Separate
Financial Statements

PAS 28

✓

✓

Investments in Associates and Joint Ventures

✓

Amendments to PFRS 10, PFRS 12 and PAS 28
Investment Entities: Applying the Consolidation
Exception

✓
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets Between an Investor and its
Associate or Joint Venture

✓

Amendments to PAS 28: Measuring an Associate or Joint
Venture at Fair Value

✓

PAS 29

Financial Reporting in Hyperinflationary Economies

PAS 32

Financial Instruments: Disclosure and Presentation

Not
Applicable

✓
✓

Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation

✓

Amendment to PAS 32: Classification of Rights Issues

✓

Amendments to PAS 32: Offsetting Financial Assets and
Financial Liabilities

✓

PAS 33

Earnings per Share

✓

PAS 34

Interim Financial Reporting

✓

Amendment to PAS 34: Disclosure of Information
‘Elsewhere in the Interim Financial Report’

✓

PAS 36

Impairment of Assets

✓

Amendments to PAS 36: Recoverable Amount
Disclosures for Non-Financial Assets

✓

PAS 37

Provisions, Contingent Liabilities and Contingent Assets

✓

PAS 38

Intangible Assets

✓

PAS 39

Amendments to PAS 38 : Proportionate Restatement of
Accumulated Depreciation on Revaluation

✓

Amendments to PAS 38 : Revaluation Method –
Proportionate Restatement Of Accumulated Amortization

✓

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortization

✓

Financial Instruments: Recognition and Measurement

✓

Amendments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial Liabilities

✓

Amendments to PAS 39: Cash Flow Hedge Accounting of
Forecast Intragroup Transactions

✓

Amendments to PAS 39: The Fair Value Option

✓

Amendments to PAS 39 and PFRS 4: Financial Guarantee
Contracts

✓

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets

✓
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

PAS 40

Adopted

Not
Adopted

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets – Effective Date and Transition

✓

Amendments to Philippine Interpretation IFRIC–9 and
PAS 39: Embedded Derivatives

✓

Amendment to PAS 39: Eligible Hedged Items

✓

Amendments to PAS 39: Novation of Derivatives and
Continuation of Hedge Accounting

✓

Investment Property

✓

Improvement to PAS 40: Interrelationship of PFRS 3 and
PAS 40 when Classifying Property as Investment Property
or Owner-Occupied Property
Amendments to PAS 40: Investment Property, Transfers
of Investment Property
PAS 41

Not
Applicable

✓
✓

Agriculture

✓

Amendments to PAS 16 and PAS 41, Agriculture: Bearer
Plants

✓

Philippine Interpretations
IFRIC 1

Changes in Existing Decommissioning, Restoration and
Similar Liabilities

✓

IFRIC 2

Members’ Share in Co-operative Entities and Similar
Instruments

✓

IFRIC 4

Determining Whether an Arrangement Contains a Lease

✓

IFRIC 5

Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

✓

IFRIC 6

Liabilities arising from Participating in a Specific Market Waste Electrical and Electronic Equipment

✓

IFRIC 7

Applying the Restatement Approach under PAS 29
Financial Reporting in Hyperinflationary Economies

✓

IFRIC 8

Scope of PFRS 2

✓

IFRIC 9

Reassessment of Embedded Derivatives

✓

Amendments to Philippine Interpretation IFRIC–9 and
PAS 39: Embedded Derivatives

✓

IFRIC 10

Interim Financial Reporting and Impairment

✓

IFRIC 11

PFRS 2 - Group and Treasury Share Transactions

✓

IFRIC 12

Service Concession Arrangements

✓

IFRIC 13

Customer Loyalty Programmes

✓

IFRIC 14

The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction

✓
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Not
Applicable

Amendments to Philippine Interpretations IFRIC - 14,
Prepayments of a Minimum Funding Requirement

✓

IFRIC 16

Hedges of a Net Investment in a Foreign Operation

✓

IFRIC 17

Distributions of Non-cash Assets to Owners

✓

IFRIC 18

Transfers of Assets from Customers

✓

IFRIC 19

Extinguishing Financial Liabilities with Equity
Instruments

✓

IFRIC 20

Stripping Costs in the Production Phase of a Surface Mine

✓

IFRIC 21

Levies

IFRIC 22

Foreign Currency Transactions and Advance
Consideration

SIC-7

Introduction of the Euro

✓

SIC-10

Government Assistance - No Specific Relation to
Operating Activities

✓

SIC-12

Consolidation - Special Purpose Entities

✓

Amendment to SIC - 12: Scope of SIC 12

✓

SIC-13

Jointly Controlled Entities - Non-Monetary Contributions
by Venturers

✓

SIC-15

Operating Leases - Incentives

SIC-25

Income Taxes - Changes in the Tax Status of an Entity or
its Shareholders

✓

SIC-27

Evaluating the Substance of Transactions Involving the
Legal Form of a Lease

✓

SIC-29

Service Concession Arrangements: Disclosures.

✓

SIC-31

Revenue - Barter Transactions Involving Advertising
Services

✓

SIC-32

Intangible Assets - Web Site Costs

✓

✓
✓

✓

ORIX METRO LEASING AND FINACE CORP AND SUBSIDIARIES
RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR
DIVIDEND DECLARATION
SEPTEMBER 30, 2018

Presented is the reconciliation of retained earnings available for dividend declaration of the Parent
Company as of September 30, 2018 with amendments based on SEC Bulletin No. 14, Presentation of
Reconciliation of Retained Earnings:
Unappropriated retained earnings, September 30, 2017,
unadjusted
Accumulated remeasurement losses-net on retirement
obligations closed to retained earnings
Unrealized foreign exchange gains
Accumulated share in net income of subsidiaries
Deferred tax assets
Total adjustments
Unappropriated retained earnings, September 30, 2017 as
adjusted
Net income during the year closed to retained earnings
Non-actual/ unrealized income net of tax
Movement in unrealized foreign exchange gains
Share in net income of subsidiaries
Benefits from deferred tax assets
Net income actually earned during the year
Dividend declarations during the year
Total retained earnings available for dividend
declaration, September 30, 2018

P
=3,236,080,934
21,003,931
(280,078)
(841,297,823)
(292,262,836)
(1,112,836,806)
2,123,244,128
1,307,644,524
(823,638)
(214,393,312)
(61,284,691)
1,031,142,883
(719,142,000)
P
=2,435,245,011
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
ORIX METRO Leasing and Finance Corporation
21st Floor, GT Tower International
Ayala Avenue corner H.V. dela Costa Street,
Makati City
Report on the Consolidated and Parent Company Financial Statements
Opinion
We have audited the consolidated financial statements of ORIX METRO Leasing and Finance
Corporation and its subsidiaries (the Group) and the parent company financial statements of ORIX
METRO Leasing and Finance Corporation (the Parent Company), which comprise the consolidated and
parent company statements of financial position as at September 30, 2017 and 2016, and the consolidated
and parent company statements of income, consolidated and parent company statements of comprehensive
income, consolidated and parent company statements of changes in equity and consolidated and parent
company statements of cash flows for the years then ended, and notes to the consolidated and parent
company financial statements, including a summary of significant accounting policies.
In our opinion, the accompanying consolidated and parent company financial statements present fairly, in
all material respects, the financial position of the Group and the Parent Company as at
September 30, 2017 and 2016, and their financial performance and their cash flows for the years then
ended in accordance with Philippine Financial Reporting Standards (PFRSs).
Basis for Opinion
We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated and Parent Company Financial Statements section of our report. We are independent
of the Group in accordance with the Code of Ethics for Professional Accountants in the Philippines
(Code of Ethics) together with the ethical requirements that are relevant to our audit of the consolidated
financial statements in the Philippines, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
Responsibilities of Management and Those Charged with Governance for the Consolidated and
Parent Company Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated and parent
company financial statements in accordance with PFRSs, and for such internal control as management
determines is necessary to enable the preparation of consolidated and parent company financial
statements that are free from material misstatement, whether due to fraud or error.
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-2In preparing the consolidated and parent company financial statements, management is responsible for
assessing the Group’s and the Parent Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group and the Parent Company or to cease operations, or has
no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’s and the Parent Company’s
financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated and Parent Company Financial
Statements
Our objectives are to obtain reasonable assurance about whether the consolidated and parent company
financial statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with PSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated and parent company financial statements.
As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
∂

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

∂

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

∂

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

∂

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s and the Parent Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated and parent
company financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group and the Parent Company to cease to continue as a
going concern.
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-3∂

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

∂

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
Report on the Supplementary Information Required Under Revenue Regulations 15-2010
Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information required under Revenue Regulations 15-2010 in Note 31 to
the financial statements is presented for purposes of filing with the Bureau of Internal Revenue and is not
a required part of the basic financial statements. Such information is the responsibility of the
management of ORIX METRO Leasing and Finance Corporation. The information has been subjected to
the auditing procedures applied in our audit of the basic financial statements. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.
SYCIP GORRES VELAYO & CO.

Janet A. Paraiso
Partner
CPA Certificate No. 92305
SEC Accreditation No. 0778-AR-2 (Group A),
May 1, 2015, valid until April 30, 2018
Tax Identification No. 193-975-241
BIR Accreditation No. 08-001998-62-2015,
February 27, 2015, valid until February 26, 2018
PTR No. 5908661, January 3, 2017, Makati City
October 25, 2017
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF FINANCIAL POSITION

Consolidated

Parent Company
September 30

October 1
2015
(As restatedNote 2)

2017

2016

2017

2016
(As restatedNote 2)

Cash and Cash Equivalents (Note 6)

P
= 326,043,576

P
=425,282,614

P
= 227,724,988

P
=341,214,984

P
=543,574,748

Due from Bangko Sentral ng
Pilipinas (Note 7)

6,120,819,739

4,827,782,576

6,120,819,739

4,827,782,576

3,654,626,637

232,000,000

136,025,249

232,000,000

136,025,249

−

953,866

718,090

953,866

718,090

808,978

32,996,049,892

25,170,732,090

32,861,634,332

25,068,471,938

20,020,497,365

−

−

1,361,396,606

1,246,233,667

950,986,758

406,929,738

374,811,712

127,714,763

101,429,306

87,694,565

2,842,828,810

2,341,847,098

−

−

−

411,993,533

78,781,503

11,190,099

11,190,099

574,632

41,006,361

40,024,709

ASSETS

Securities Purchased Under Repurchase
Agreements (Note 7)
Available-for-Sale Financial
Assets (Note 8)
Loans and Receivables (Notes 9 and 27)
Investments in Subsidiaries
(Notes 2 and 10)
Property and Equipment (Note 11)
Equipment for Lease (Note 12)
Investment Properties (Note 13)
Prepaid Expenses (Note 14)

74,207,981

49,712,785

50,300,726

556,398,051
P
= 43,968,225,186

390,464,667
P
=33,796,158,384

112,025,991
P
= 41,105,761,110

69,098,204
66,047,239
P
=31,843,170,474 P
=25,364,835,631

P
= 33,514,045,601

P
=24,861,949,543

P
= 31,063,917,860

P
=23,238,166,036 P
=18,522,253,327

Deposits on Lease Contracts (Note 19)

1,392,792,543

1,298,513,037

1,304,921,444

1,225,676,475

1,137,387,571

Accounts Payable and Other
Liabilities (Note 18)

1,684,557,905

1,528,788,831

1,353,774,830

1,273,511,511

738,346,837

359,363,825

275,813,629

359,363,825

274,852,548

186,921,157

272,212,090
37,222,971,964

299,533,992
28,264,599,032

272,030,556
34,354,008,515

298,740,349
26,310,946,919

281,126,123
20,866,035,015

3,595,709,900
3,232,181,310

2,996,424,900
2,600,763,189

3,595,709,900
3,236,080,934

2,996,424,900
2,601,161,710

1,897,139,900
2,665,990,654

(448,455)

(684,231)

(448,455)

(684,231)

(593,343)

(79,589,784)
6,747,852,971

(64,678,824)
5,531,825,034

(79,589,784)
6,751,752,595

(64,678,824)
5,532,223,555

(63,736,595)
4,498,800,616

(2,599,749)
6,745,253,222
P
= 43,968,225,186

(265,682)
5,531,559,352
P
=33,796,158,384

−
6,751,752,595
P
= 41,105,761,110

Other Assets (Note 15)

LIABILITIES AND EQUITY
Liabilities
Bills Payable (Notes 17 and 27)

Income Tax Payable (Note 26)
Deferred Tax Liabilities (Note 26)
Equity
Equity Attributable to Equity Holders
of the Parent Company
Capital stock (Note 21)
Retained earnings (Note 21)
Net unrealized losses on available-forsale financial assets (Note 8)
Remeasurement losses on retirement
plan (Notes 10 and 24)
Non-controlling interest

−
−
5,532,223,555
4,498,800,616
P
=31,843,170,474 P
=25,364,835,631

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF INCOME

Consolidated
Parent Company
Years Ended September 30
2016

2017

2016
(As restatedNote 2)

=1,752,488,138
P
=1,908,538,864 P
2,329,663,773
3,072,944,053
4,082,151,911
4,981,482,917

P
=382,912,581
3,072,944,053
3,455,856,634

P
=381,294,496
2,329,663,773
2,710,958,269

−

−

166,219,595

173,917,791

451,077,811

385,395,265

212,311,737

193,752,146

TOTAL INCOME
General and administrative expenses (Note 23)
Interest and financing charges (Notes 17 and 27)

5,432,560,728
2,833,476,134
854,808,002

4,467,547,176
2,324,626,142
654,601,804

3,834,387,966
1,382,920,826
775,001,643

3,078,628,206
1,067,340,073
587,583,866

TOTAL EXPENSES

3,688,284,136

2,979,227,946

2,157,922,469

1,654,923,939

INCOME BEFORE INCOME TAX

1,744,276,592

1,488,319,230

1,676,465,497

1,423,704,267

515,907,538

454,647,186

442,261,273

389,248,211

2017
REVENUES
Leasing (Notes 9, 12, 13 and 25)
Financing (Notes 9 and 27)
SHARE IN NET INCOME OF SUBSIDIARIES
(Note 10)
OTHER INCOME (Note 22)

PROVISION FOR INCOME TAX (Note 26)
NET INCOME
Attributable to:
Equity holders of the Parent Company
Non-controlling interest

=1,033,672,044 P
=1,034,456,056
P
=1,228,369,054 P
=1,234,204,224 P
=1,034,057,539
P
=1,230,703,121 P
(385,495)
(2,334,067)
=1,033,672,044
P
=1,228,369,054 P

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF COMPREHENSIVE INCOME

Consolidated
Parent Company
Years Ended September 30
2017
NET INCOME
OTHER COMPREHENSIVE LOSS
Other comprehensive income (loss), net of income
tax, to be reclassified in profit or loss in
subsequent periods:
Change in net unrealized gain (loss) on
available-for-sale financial assets (Note 8)
Other comprehensive income (loss), net of income
tax, not to be reclassified in profit or loss in
subsequent periods:
Remeasurement losses on retirement
plan (Note 23)
Share in remeasurement gains (losses) on
retirement plan of subsidiaries
(Notes 10 and 24)
OTHER COMPREHENSIVE LOSS,
NET OF TAX
TOTAL COMPREHENSIVE INCOME
Attributable to:
Equity holders of the Parent Company
Non-controlling interest

2016

2017

2016
(As restatedNote 2)

=1,033,672,044 P
=1,034,456,056
P
=1,228,369,054 P
=1,234,204,224 P

235,776

(90,888)

235,776

(90,888)

(14,910,960)

(942,229)

(12,854,304)

(1,771,347)

−

(14,675,184)

−

(1,033,117)

(2,056,656)

(14,675,184)

829,118

(1,033,117)

=1,032,638,927 P
=1,033,422,939
P
=1,213,693,870 P
=1,219,529,040 P
=1,033,024,422
P
=1,216,027,937 P
(385,495)
(2,334,067)
=1,032,638,927
P
=1,213,693,870 P

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF CHANGES IN EQUITY

Balances at October 1, 2016
Net income (loss)
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 20)
Balances at September 30, 2017

Capital Stock
(Note 21)
P
=2,996,424,900
–
–
–
599,285,000
P
=3,595,709,900

Balances at October 1, 2015
Net income (loss)
Other comprehensive loss
Total comprehensive income (loss)
Stock dividends distributed (Note 20)
Balances at September 30, 2016

=
P1,897,139,900
–
–
–
1,099,285,000
=
P2,996,424,900

Consolidated
Attributable to Equity Holders of the Parent Company
Net Unrealized
Losses on
Available- Remeasurement
Retained
for-Sale
Losses on
Earnings Financial Assets Retirement Plan
(Note 21)
(Note 8)
(Note 24)
P
=2,600,763,189
(P
= 684,231)
(P
= 64,678,824)
–
1,230,703,121
–
–
235,776
(14,910,960)
1,230,703,121
235,776
(14,910,960)
(599,285,000)
–
–
P
=3,232,181,310
(P
= 448,455)
(P
= 79,589,784)
=
P2,665,990,650
1,034,057,539
–
1,034,057,539
(1,099,285,000)
=
P2,600,763,189

(P
=593,343)
–
(90,888)
(90,888)
–
(P
=684,231)

(P
=63,736,595)
–
(942,229)
(942,229)
–
(P
=64,678,824)

Total
P
=5,531,825,034
1,230,703,121
(14,675,184)
1,216,027,937
−
P
=6,747,852,971

Non-controlling
Interest
(P
= 265,682)
(2,334,067)
–
(2,334,067)
–
(P
= 2,599,749)

Total Equity
P
=5,531,559,352
1,228,369,054
(14,675,184)
1,213,693,870
–
P
=6,745,253,222

=
P4,498,800,612
1,034,057,539
(1,033,117)
1,033,024,422
−
=
P5,531,825,034

=
P119,813
(385,495)
–
(385,495)
–
(P
=265,682)

=
P4,498,920,425
1,033,672,044
(1,033,117)
1,032,638,927
–
=
P5,531,559,352

See accompanying Notes to Financial Statements.
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Balances at October 1, 2016, as restated
Net income
Other comprehensive income (loss)
Total comprehensive income (loss)
Stock dividends distributed (Note 20)
Balances at September 30, 2017

Capital Stock
(Note 21)
P
=2,996,424,900
–
–
–
599,285,000
P
=3,595,709,900

Parent Company
Net Unrealized
Losses on
Available-for- Remeasurement
Retained
Sale
Losses on
Earnings Financial Assets Retirement Plan
(Note 21)
(Note 8)
(Note 24)
P
=2,601,161,710
(P
= 684,231)
(P
= 64,678,824)
1,234,204,224
–
–
–
235,776
(14,910,960)
1,234,204,224
235,776
(14,910,960)
(599,285,000)
–
–
P
=3,236,080,934
(P
= 448,455)
(P
= 79,589,784)

Total Equity
P
=5,532,223,555
1,234,204,224
(14,675,184)
1,219,529,040
–
P
=6,751,752,595

Balances at October 1, 2015, as previously reported
Effect of change in accounting for investments in subsidiaries from cost to equity method (Note 2)
Balance at October 1, 2015, as restated
Net income, as restated
Other comprehensive loss, as restated
Total comprehensive income (loss), as restated
Stock dividends distributed (Note 21)
Balances at September 30, 2016, as restated

=
P1,897,139,900
−
1,897,139,900
–
–
–
1,099,285,000
=
P2,996,424,900

=
P2,130,330,217
535,660,437
2,665,990,654
1,034,456,056
–
1,034,456,056
(1,099,285,000)
=
P2,601,161,710

=
P3,971,876,358
526,924,258
4,498,800,616
1,034,456,056
(1,033,117)
1,033,422,939
–
=
P5,532,223,555

(P
=593,343)
−
(593,343)
–
(90,888)
(90,888)
–
(P
=684,231)

(P
=55,000,416)
(8,736,179)
(63,736,595)
–
(942,229)
(942,229)
–
(P
=64,678,824)

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
STATEMENTS OF CASH FLOWS

2017
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Share in net income of subsidiaries (Note 10)
Depreciation and amortization (Note 23)
Provision for credit and impairment losses (Note 23)
Net movement in retirement liability
Amortization of debt transaction costs
Losses on initial recognition of other
assets - chattels (Note 22)
Net (gain) loss on sale of:
Equipment for lease (Note 22)
Other assets - chattels (Note 22)
Property and equipment (Note 22)
Dividend income
Changes in operating assets and liabilities:
Decrease (increase) in:
Loans and receivables
Prepaid expenses
Other assets
Increase in:
Bills payable – deposit substitutes
Deposits on lease contracts
Accounts payable and other liabilities
Net cash generated from (used in) operations
Income taxes paid
Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property and equipment (Notes 11 and 29)
Software (Note 15)
Equipment for lease (Notes 12 and 29)
Investment properties (Note 13 and 29)
Proceeds from sale of:
Property and equipment (Note 11)
Equipment for lease (Notes 12 and 29)
Other assets - chattels (Note 15)
Dividends received (Note 10)
Net cash provided by (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of bills payable – bank borrowings
net of debt transaction costs
Settlements of bills payable – bank borrowings
Net cash provided by (used in) financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF
YEAR
Cash and cash equivalents
Due from Bangko Sentral ng Pilipinas (BSP)
Securities purchased under resale agreement
CASH AND CASH EQUIVALENTS AT
END OF YEAR
Cash and cash equivalents
Due from BSP
Securities purchased under resale agreement

P
= 1,744,276,592
−
1,084,003,258
234,116,500
10,011,397
31,700,525

Consolidated
Parent Company
Years Ended September 30
2016
(As restated2016
Note 2)
2017
P
=1,488,319,230
−
982,542,104
102,935,235
(3,144,810)
9,851,971

P
= 1,676,465,497
(166,219,595)
94,504,996
228,050,292
8,697,616
22,819,266

P
=1,423,704,267
(173,917,791)
82,104,622
102,512,500
(2,079,714)
9,851,971

1,528,105

4,340,402

1,528,105

(108,526,952)
(12,351,341)
1,337,893
(7,296)

(72,525,103)
(22,659,936)
(1,662,161)
(16,416)

−
(12,351,341)
1,337,893
(7,296)

−
(22,659,936)
(1,323,119)
(16,416)

(8,202,158,012)
(10,307,612)
(125,229,349)

(5,262,893,671)
21,345,834
(5,344,857)

(8,166,055,696)
(9,294,365)
(18,574,227)

(5,249,235,843)
322,090
(729,536)

1,158,484,033
94,279,506
154,477,062
(3,941,553,394)
(475,325,769)
(4,416,879,163)

5,478,211,409
87,085,516
418,328,857
3,221,901,307
(370,392,535)
2,851,508,772

1,091,498,338
79,244,969
55,316,564
(5,110,226,687)
(378,950,801)
(5,489,177,488)

5,478,211,409
88,288,904
377,599,740
2,114,161,253
(284,247,188)
1,829,914,065

(129,178,760)
(14,519,811)
(1,585,734,815)
(319,191,195)

(118,114,543)
–
(1,005,068,972)
–

(95,181,204)
–
−
−

(65,332,574)
–
−
−

14,415,140
190,788,029
88,154,655
7,296
(1,755,259,461)

4,498,867
131,386,851
76,082,462
16,416
(911,198,919)

11,284,439
−
88,154,655
49,007,296
53,265,186

3,791,725
−
76,082,464
34,516,416
49,058,031

48,943,594,231
(41,481,682,731)
7,461,911,500
1,289,772,876

13,288,068,962
(14,102,890,290)
(814,821,328)
1,125,488,525

24,731,482,571
(18,020,048,351)
6,711,434,220
1,275,521,918

10,645,519,619
(11,417,670,291)
(772,150,672)
1,106,821,424

425,282,614
4,827,782,576
136,025,249
5,389,090,439

608,975,277
3,654,626,637
−
4,263,601,914

341,214,984
4,827,782,576
136,025,249
5,305,022,809

543,574,748
3,654,626,637
−
4,198,201,385

326,043,576
6,120,819,739
232,000,000
P
= 6,678,863,315

425,282,614
4,827,782,576
136,025,249
P
=5,389,090,439

227,724,988
6,120,819,739
232,000,000
P
= 6,580,544,727

341,214,984
4,827,782,576
136,025,249
P
=5,305,022,809

4,340,402
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-2OPERATIONAL CASH FLOWS FROM INTEREST AND DIVIDENDS

Interest received
Interest paid
Dividends received

2017
P
=3,459,566,770
837,996,999
7,296

Consolidated
Years Ended September 30
2016
2017
P
=2,660,341,937 P
=3,459,465,851
490,678,175
761,723,244
49,007,296
16,416

Parent Company
2016
P
=2,660,137,912
473,828,484
34,516,416

See accompanying Notes to Financial Statements.
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ORIX METRO LEASING AND FINANCE CORPORATION
AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS

1. Corporate Information
ORIX METRO Leasing and Finance Corporation (OMLFC or the Parent Company) was incorporated
in the Philippines and was registered with the Securities and Exchange Commission (SEC) on
June 28, 1977. Its primary purpose is to engage in financing by leasing all kinds of real and personal
property; to extend credit facilities to consumers and enterprises by discounting commercial papers or
accounts receivable, or by buying or selling evidence of indebtedness; and to underwrite securities.
On August 24, 2007, the Parent Company was authorized by the BSP to engage in quasi-banking
functions. The Parent Company engaged in quasi-banking functions effective January 1, 2008 as
agreed to by the BSP subject to certain conditions.
The Parent Company and its subsidiaries’ (the Group) parent company is Metropolitan Bank and
Trust Company (MBTC). As of September 30, 2017 and 2016, the Parent Company is owned by
Orix Corporation, MBTC and First Metro Investment Corporation (FMIC), a subsidiary of MBTC,
with shareholdings of 40%, 40% and 20%, respectively.
The registered office address of the Parent Company is at 21st Floor, GT Tower International, Ayala
Avenue corner H.V. dela Costa Street, Makati City.
The accompanying financial statements of the Group and of the Parent Company were approved and
authorized for issue by the BOD on October 25, 2017.

2. Summary of Significant Accounting Policies
Basis of Preparation
The accompanying financial statements include the consolidated financial statements of the Group
and the separate financial statements of the Parent Company as of and for the years ended
September 30, 2017 and 2016.
The financial statements have been prepared on a historical cost basis except for available-for-sale
(AFS) financial assets that are measured at fair value.
Each entity within the Group determines its own functional currency and items reported in their
respective financial statements are measured using that functional currency. The functional currency
of the Parent Company and all subsidiaries is Philippine Peso (P
=). The accompanying financial
statements are presented in Philippine peso. All values are rounded to the nearest peso except when
otherwise indicated.
Statement of Compliance
The financial statements of the Group have been prepared in compliance with Philippine Financial
Reporting Standards (PFRS).

*SGVFS026175*

-2Presentation of Financial Statements
The Group and the Parent Company present its statement of financial position broadly in order of
liquidity. An analysis regarding recovery (asset) or settlement (liability) within 12 months after the
reporting date (current) and more than 12 months after the reporting date (non-current) is presented in
Note 20.
Basis of Consolidation
The consolidated financial statements include the financial statements of the following subsidiaries:

Subsidiary
OMLF Insurance Agency, Inc.
(OIAI)
OMLF International Trading and
Development
Corporation (OITDC)
ORIX Auto Leasing Philippines
Corporation (OALPC)
ORIX Rental Corporation (ORC)
OMLF Servicer Corporation (OSC)

Effective
Percentage of
Ownership
Industry
100.0
Insurance Agents

Country of
Incorporation

Date of
Incorporation

Philippines November 11, 1980
100.0
100.0
100.0
60.0

Real Estate Lease
Car Lease and Repairs and
Maintenance
Car and Equipment Lease
Collection Service

Philippines September 25, 1986
Philippines September 14, 1989
Philippines
January 28, 1999
Philippines December 28, 2007

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:
∂
∂
∂

Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee);
Exposure, or rights, to variable returns from its involvement with the investee, and
The ability to use its power over the investee to affect its returns

The Group reassesses whether or not it has control over an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of financial position and statement of
income from the date the Group gains control until the date the Group ceases to control the
subsidiary.
The financial statements of the subsidiaries are prepared on the same reporting period as the Parent
Company using consistent accounting policies. All significant intra-group balances, transactions,
income and expenses and profits and losses resulting from intra-group transactions are eliminated in
full in the consolidation.
Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the non-controlling interests, even if this results in the noncontrolling interest having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in line with the Group’s accounting
policies.
Non-controlling Interests
Non-controlling interest represents the portion of profit or loss and net assets not owned, directly or
indirectly, by the Parent Company.
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-3Non-controlling interests are presented separately in the consolidated statement of income,
consolidated statement of comprehensive income, and within equity in the consolidated statement of
financial position, separately from Parent Company’s shareholders' equity. Any losses applicable to
the non-controlling interests are allocated against the interests of the non-controlling interest even if
this results in the non-controlling interest having a deficit balance. Acquisitions of non-controlling
interests that do not result in a loss of control are accounted for as equity transactions, whereby any
difference between the amount by which the non-controlling interests are adjusted and the fair value
of the consideration paid or received shall be recognized directly in equity and attributed to the
owners of the Parent Company.
Changes in Accounting Policies and Disclosures
The accounting policies adopted are consistent with those of the previous financial year, except for
the following amended Philippine Accounting Standards (PAS) and Philippine Interpretations which
became effective for the Group as of October 1, 2016. Except as otherwise indicated, these changes
in the accounting policies did not have any impact on the financial position or performance of the
Group.
∂
∂
∂
∂
∂
∂
∂
∂

Amendments to PFRS 10, PFRS 12 and PAS 28, Investment Entities: Applying the
Consolidation Exception
Amendments to PFRS 11, Accounting for Acquisitions of Interests in Joint Operations
PFRS 14, Regulatory Deferral Accounts
Amendments to PAS 1, Disclosure Initiative
Amendments to PAS 16 and PAS 38, Clarification of Acceptable Methods of Depreciation and
Amortization
Amendments to PAS 16 and PAS 41, Agriculture: Bearer Plants
Amendments to PAS 27, Equity Method in Separate Financial Statements
Annual Improvements to PFRSs 2012 - 2014 Cycle
• Amendment to PFRS 5, Changes in Methods of Disposal
• Amendment to PFRS 7, Servicing Contracts
• Amendment to PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim
Financial Statements
• Amendment to PAS 19, Discount Rate: Regional Market Issue
• Amendment to PAS 34, Disclosure of Information ‘Elsewhere in the Interim Financial
Report’

Amendments to PAS 27, Separate Financial Statements, Equity Method in Separate Financial
Statements
The amendments allow entities to use the equity method to account for investments in subsidiaries,
joint ventures and associates in their separate financial statements. Entities already applying PFRS
and electing to change to the equity method in its separate financial statements will have to apply that
change retrospectively.
To comply with BSP Circular Circular No. 915, Amendmends on Accounting Guidelines for
Prudential Reporting to the BSP, the Parent Company changed its method of accounting for its
investments in subsidiaries from the cost method to the equity method. The change in the accounting
policy was applied retrospectively, with impact to the Parent Company’s statements of financial
position, statements of income and statements of comprehensive income.
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-4The effects of the adoption are presented below:
Statements of Financial Position

As of September 30, 2016
Assets
Investments in subsidiaries
Equity
Retained earnings
Remeasurement losses on
retirement plan
As of October 1, 2015
Assets
Investments in subsidiaries
Equity
Retained earnings
Remeasurement losses on retirement plan

As previously
reported

Effect of
retrospective
application

As restated

P
=579,062,500

P
=667,171,167

P
=1,246,233,667

1,926,083,482

675,078,228

2,601,161,710

(56,771,763)

(7,907,061)

(64,678,824)

424,062,500

526,924,258

950,986,758

2,130,330,217
(55,000,416)

535,660,437
(8,736,179)

2,665,990,654
(63,736,595)

Statements of Income

For the year ended September 30, 2016
Dividend income*
Share in net income of subsidiaries
*Included in Other income

As previously
reported

Effect of
retrospective
application

As restated

P
=34,516,416
−

(P
=34,500,000)
173,917,791

P
=16,416
173,917,791

As previously
reported

Effect of
retrospective
application

As restated

P
=895,038,265

P
=139,417,791

P
=1,034,456,056

−

829,118

829,118

Statements of Comprehensive Income

For the year ended September 30, 2016
Net income
Share in remeasurement gain on
retirement plan of subsidiaries
(Note 10)

Significant Accounting Policies
Foreign Currency Translation
Transactions and balances
Foreign currency-denominated assets and liabilities are translated to Philippine peso using the
Philippine Dealing System (PDS) closing rate prevailing at the reporting date while foreign currencydenominated income and expenses are translated using the PDS exchange rates as at the date of the
transaction. Foreign exchange gains or losses arising from foreign currency transactions and
revaluation of foreign currency-denominated assets and liabilities are credited to or charged against
profit or loss in the year in which the rates change.
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-5Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:
∂
∂

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest. A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:
∂
∂
∂

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Group can access at the measurement date
Level 2 - inputs other than quoted prices included within Level 1 that are observable either
directly or indirectly
Level 3 - inputs are unobservable inputs for the asset or liability

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period. External appraisers are involved for valuation of
significant assets, such as investment properties and other asserts-chattels
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.
Cash and Cash Equivalents
For purposes of reporting cash flows, cash and cash equivalents include cash on hand, cash in banks,
due from BSP and securities purchased under repurchase agreements that are convertible to known
amounts of cash and with original maturities of three months or less from dates of placements and
which are subject to an insignificant risk of changes in value.
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-6Financial Instruments - Initial Recognition and Subsequent Measurement
Date of recognition
Purchases or sales of financial assets that require subsequent delivery of assets within the time frame
established by regulation or convention in the marketplace are recognized on settlement date - the
date that an asset is delivered to or by the Group.
Initial recognition of financial instruments
All financial instruments are initially recognized at fair value. Except for financial assets and
financial liabilities at fair value through profit or loss (FVPL), the initial measurement of financial
instruments includes transaction costs. The Group classifies its financial assets in the following
categories: financial assets at FVPL, AFS financial assets, held-to-maturity (HTM) investments and
loans and receivables. Financial liabilities are classified into financial liabilities at FVPL and
financial liabilities at amortized cost. The classification depends on the purpose for which the
financial instruments were acquired and whether they are quoted in an active market. Management
determines the classification of its financial instruments at initial recognition and, where allowed and
appropriate, re-evaluates such designation at every reporting date. As of September 30, 2017 and
2016, the Group has no financial assets and financial liabilities at FVPL and HTM investments.
‘Day 1’ difference
Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value (a ‘Day 1’ difference) in the statement of income unless it
qualifies for recognition as some other type of asset. In cases where fair value is determined using
data which is not observable, the difference between the transaction price and model value is only
recognized in the statement of income when the inputs become observable or when the instrument is
derecognized. For each transaction, the Group determines the appropriate method of recognizing the
‘Day 1’ difference amount.
Loans and receivables
This accounting policy relates to the statement of financial position captions ‘Cash and cash
equivalents’, ‘Due from BSP’, ‘Securities purchased under repurchase agreements’, ‘Loans and
receivables’ and security deposits under ‘Other assets’.
These are non-derivative financial assets with fixed or determinable payments and fixed maturities
that are not quoted in an active market. They are not entered into with the intention of immediate or
short-term resale and are not classified as AFS financial assets or financial assets at FVPL.
After initial measurement, loans and receivables are subsequently measured at amortized cost using
the effective interest method, less allowance for impairment losses, if any. Amortized cost is
calculated by taking into account any transaction costs, discount or premium on acquisition and fees
that are an integral part of the effective interest rate (EIR). The amortization is recognized in the
statement of income. The losses arising from impairment are recognized in ‘Provision for credit and
impairment losses’ included under ‘General and administrative expenses’ in the statement of income.
AFS financial assets
AFS financial assets are those non-derivative financial assets which are designated as such or do not
qualify to be classified as financial assets at FVPL, HTM investments or loans and receivables. They
are purchased and held indefinitely, and may be sold in response to liquidity requirements or changes
in market conditions. These include equity investments.
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-7After initial measurement, AFS financial assets are subsequently measured at fair value. The
unrealized gains and losses arising from the fair valuation of AFS financial assets are excluded, net of
tax, from the reported income and are reported as part of OCI in the statement of comprehensive
income.
When the investment is disposed of, the cumulative gain or loss previously recognized in OCI is
recognized in the statement of income. The losses arising from impairment of such investments are
recognized as ‘Provision for credit and impairment losses’ included under ‘General and
administrative expenses’ in the statement of income.
Financial liabilities at amortized cost
Issued financial instruments or their components, which are not designated at FVPL, are classified as
financial liabilities at amortized cost which includes ‘Bills payable’, ‘Deposits on lease contracts’ and
‘Accounts payable and other liabilities’, where the substance of the contractual arrangement results in
the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset
for a fixed number of own equity shares.
After initial measurement, financial liabilities at amortized cost are subsequently measured at
amortized cost using the effective interest method. Amortized cost is calculated by taking into
account any discount or premium on the issue and fees that are an integral part of the EIR.
Derecognition of Financial Assets and Liabilities
Financial asset
A financial asset (or, where applicable a part of a financial asset or part of a group of financial assets)
is derecognized where:
1. the rights to receive cash flows from the asset have expired; or
2. the Group retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a ‘pass-through’ arrangement; or
3. the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained the risks and rewards of the asset but has transferred control over the asset.
Financial liability
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
has expired.
Offsetting Financial Instruments
Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. This is not generally the case with master-netting agreements, and the related assets
and liabilities are presented gross in the statement of financial position.
Impairment of Financial Assets
The Group assesses at each reporting date whether there is objective evidence that a financial asset or
a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event
(or events) has an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated.
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-8Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is measurable decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.
Loans and receivables
For loans and receivables, the Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that no objective evidence of
impairment exists for individually assessed financial asset, whether significant or not, it includes the
asset in a group of financial assets with similar credit risk characteristics and collectively assesses for
impairment. Those characteristics are relevant to the estimation of future cash flows for groups of
such assets by being indicative of the counterparties’ ability to pay all amounts due according to the
contractual terms of the assets being evaluated. Assets that are individually assessed for impairment
and for which an impairment loss is, or continues to be recognized, are not included in a collective
assessment for impairment.
If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of the estimated
future cash flows (excluding future credit losses that have not been incurred). The carrying amount
of the asset is reduced through the use of an allowance account and the amount of loss is charged to
the statement of income. Interest income continues to be recognized based on the original EIR of the
asset. Loans and receivables, together with the associated allowance accounts, are written off when
there is no realistic prospect of future recovery and all collaterals have been realized. If subsequently,
the amount of the estimated impairment loss decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is reduced by adjusting the
allowance account.
If a previously written-off account is later recovered, any amounts formerly charged are credited to
‘Recovery on written-off receivables and charged-off assets’ account under ‘Other income’ in the
statement of income.
The present value of the estimated future cash flows is discounted at the financial asset’s original
EIR. If a financial asset has a variable interest rate, the discount rate for measuring any impairment
loss is the current EIR, adjusted for the original credit risk premium. The calculation of the present
value of the estimated future cash flows of a collateralized financial asset reflects the cash flows that
may result from foreclosure less costs for obtaining and selling the collateral, whether or not
foreclosure is probable.
For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of
such credit risk characteristics as industry, collateral type, past-due status and term. Future cash
flows in a group of financial assets that are collectively evaluated for impairment are estimated on the
basis of historical 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 experience is
based and to remove the effects of conditions in the historical period that do not exist currently.
Estimates of changes in future cash flows reflect, and are directionally consistent with changes in
related observable data from period to period (such changes in property prices, commodity prices,
payment status, or other factors that are indicative of incurred losses in the group and their
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed
regularly by the Group to reduce any differences between loss estimates and actual loss experience.
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-9Restructured loans
Where possible, the Group seeks to restructure loans rather than to take possession of collateral. This
may involve extending the payment arrangements and the agreement of new loan conditions. Once
the terms have been renegotiated, the loan is no longer considered past due. Management
continuously reviews restructured loans to ensure that all criteria are met and that future payments are
likely to occur. The loans continue to be subject to an individual or collective impairment
assessment, calculated using the loan’s original EIR. The difference between the recorded value of
the original loan and the present value of the restructured cash flows, discounted at the original EIR,
is recognized in ‘Provision for credit and impairment losses’ included under ‘General and
administrative expenses’ in the statement of income.
AFS financial assets
In case of equity investments classified as AFS financial assets, this would include a significant or
prolonged decline in the fair value of the investments below their cost. Where there is evidence of
impairment, 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 the
statement of income - is removed from OCI and recognized in the statement of income.
Impairment losses are not reversed through the statement of income. Increases in fair value after
impairment are recognized directly in OCI.
Residual Value of Leased Assets and Deposits on Lease Contracts
The residual value of leased assets, which approximates the amount of guaranty deposit paid by the
lessee at the inception of the lease, is the estimated proceeds from the sale of the leased asset at the
end of the lease term. At the end of the lease term, the residual value of leased assets is generally
applied against the guaranty deposit of the Parent Company’s lessee when the lessee decides to buy
the leased asset.
Deposits on Operating Leases
Deposits on lease contracts are initially recognized at fair value. Fair values are estimated by
discounted cash flow methodology using applicable rates for similar types of instruments. The excess
of the principal amount of the deposit over its fair value is accounted for as deferred lease income
under ‘Accounts payable and other liabilities’ in the statement of financial position. This is amortized
over the lease term on a straight-line basis and recognized as ‘Rent income’ in the statement of
income. Interest accretion on the deposits on lease contracts is accounted for using the effective
interest method.
Equity
Capital stock is measured at par value for all shares issued and outstanding. When the shares are sold
at a premium, the difference between the proceeds and the par value is credited to ‘Additional paid-in
capital’ in the statement of financial position.
Retained earnings represent all accumulated profits or losses of the Group less dividend distributions
to stockholders and other capital adjustments.
Dividends on Common Shares
Cash dividends on common shares are recognized as a liability and deducted from equity when
approved by the respective Board of Directors (BOD) of the Group and of the BSP. Stock dividends
are deducted from retained earnings when approved by the respective BOD and stockholders of the
Group and of the BSP. Dividends declared during the year but are approved after the reporting date
are dealt with as an event after the reporting period.
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- 10 Revenue Recognition
Revenue is recognized to the extent that it is probable that economic benefits will flow to the Group
and the revenue can be reliably measured. The Group assesses its revenue arrangements against
specific criteria in order to determine if it is acting as a principal or agent. The Group has concluded
that it is acting as a principal in its revenue arrangements except for commission income that it
recognizes from insurance premiums collected. The following specific recognition criteria must also
be met before revenue is recognized:
Leasing income
a. Finance Lease
The excess of aggregate lease rentals plus the estimated residual value over the cost of the leased
equipment constitutes the unearned lease income. The unearned lease income is amortized over
the term of the lease, commencing on the month the lease is executed, using the effective interest
method.
Unearned lease income ceases to be amortized when the lease contract receivables become past
due for more than three months.
b. Operating Lease
Rent income from operating leases is recognized on a straight-line basis over the lease terms on
ongoing leases.
Financing income
Finance charges are included in the face value of the notes receivable financed and with a
corresponding credit to the unearned finance income account. This is amortized to income over the
term of the financing agreement using the effective interest method.
Unearned finance income ceases to be amortized when the notes receivable financed become past due
for more than three months.
Commission income
Commissions are recognized as income when the insurance premiums collected from the customers
are remitted to the insurance company.
Income from sale of properties and repossessed chattels
Income is recognized upon completion of the earning process (i.e. when the risks and rewards are
transferred to the buyer) and the collectability of the sales price is reasonably assured.
Interest income
Interest income from deposits is recognized as the interest accrues using effective interest method.
Dividend income
Dividend income is recognized when the Group’s right to receive payment is established.
Service charges and other miscellaneous income
Fees related to the administration and servicing a loan are recognized as revenue as the services are
rendered.
Service charges and other miscellaneous income are recognized only upon collection or accrued
where there is reasonable degree of certainty as to its collectability.
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- 11 Expense Recognition
Expenses are recognized when it is probable that decrease in future economic benefits related to
decrease in asset or an increase in liability has occurred and that the decrease in economic benefits
can be measured reliably. Expenses that may arise in the course of ordinary regular activities of the
Group include among others the operating expenses on the Group’s operations.
Property and Equipment and Equipment for Lease
Property and equipment and equipment for lease are carried at cost less accumulated depreciation and
amortization and any impairment in value.
The initial cost of property and equipment and equipment for lease comprises their purchase price,
including import duties and taxes and any directly attributable costs of bringing the assets to their
working condition and location for their intended use. Expenditures incurred after the equipment for
lease and property and equipment have been put into operation, such as repairs and maintenance, are
normally charged against current operations in the year the costs are incurred. In situations where it
can be clearly demonstrated that the expenditures have resulted in an increase in the future economic
benefits expected to be obtained from the use of the assets beyond its originally assessed standard of
performance, the expenditures are capitalized as an additional cost of the assets.
Depreciation is computed using the straight-line method over the estimated useful lives of the
respective assets. Leasehold improvements are amortized over the shorter of the terms of the
covering leases or the estimated useful lives of the improvements.
The estimated useful lives of the depreciable properties are as follows:
Building
Furniture, fixtures and equipment
Leasehold improvements
Equipment for lease

30 years
3-5 years
5 years or term of the lease,
whichever is shorter
5-7 years

The useful life and depreciation and amortization method are reviewed periodically to ensure that the
period and method of depreciation and amortization are consistent with the expected pattern of
economic benefits from items of property and equipment and equipment for lease.
The carrying values of the property and equipment and equipment for lease are reviewed for
impairment when events or changes in circumstances indicate the carrying values may not be
recoverable. If any such indication exists and where the carrying values exceed the estimated
recoverable amount, an impairment loss is recognized (see accounting policy on Impairment of
Nonfinancial Assets).
When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation
and amortization are removed from the accounts, and any resulting gain or loss is reflected in ‘Net
gain (loss) on sale of properties’ under ‘Other income’ in the statement of income.
Investment Properties
Investment properties, which include land and building, are initially recognized at cost including
transaction costs.
Subsequent to initial recognition, investment properties are stated at cost less accumulated
depreciation and any impairment in value.
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- 12 Investment properties are derecognized when they have either been disposed of or when the
investment property is permanently withdrawn from use and no future benefit is expected from its
disposal. Any gains or losses on the retirement or disposal of an investment property are recognized
in ‘Net gain (loss) on sale of properties’ included under ‘Other income’ in the statement of income in
the year of retirement or disposal.
Expenditures incurred after the investment properties have been put into operations, such as repairs
and maintenance costs, are charged against current operations in the year in which the costs are
incurred.
Depreciation is calculated on a straight-line basis using the useful life of thirty (30) years from the
time of acquisition of the depreciable investment properties.
Transfers are made to investment properties when, and only when, there is a change in use evidenced
by ending of owner occupation, commencement of an operating lease to another party or ending of
construction or development. Transfers are made from investment properties when, and only when,
there is a change in use evidenced by commencement of owner occupation or commencement of
development with a view to sale.
Other Assets - Chattels
Other assets - chattels comprise repossessed vehicles. Other assets – chattel acquired through an
exchange transaction is measured at fair value of the asset acquired unless the fair value of such asset
cannot be determined, in which case, it is measured at the carrying amount of the asset given up.
Subsequent to initial recognition, repossessed chattels are stated at cost less accumulated depreciation
and any impairment in value. Depreciation is calculated on a straight-line basis using the remaining
useful lives from the time of acquisition of the vehicles. The useful lives of repossessed chattels are
estimated to be no longer than three (3) years.
Investments in Subsidiaries
Investments in subsidiaries in the Parent Company’s separate financial statements are accounted for
under the equity method.
Under the equity method, an investment in subsidiary is carried in the statement of financial position
at cost plus post-acquisition changes in the Parent Company’s share of the net assets of the
subsidiary. Post-acquisition changes in the share of net assets of the subsidiaries include the share in
the: (a) income or losses; and (b) other comprehensive income (i.e. remeasurement gains (losses) on
retirement plan). Dividends received are treated as a reduction in the carrying amount of the
investments.
The statement of income reflects the share of the results of operations of the subsidiary. Where there
has been a change recognized directly in the equity of the subsidiary, the Parent Company recognizes
its share of any changes and thus, when applicable, discloses in the statement of changes in equity. If
the Parent Company’s share of losses in a subsidiary equals or exceeds its interest in the subsidiary,
the Parent Company discontinues recognizing its share in further losses.
Intangible Assets
Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses.
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- 13 The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are amortized over the estimated useful life and assessed for impairment whenever
there is an indication that the intangible assets may be impaired. The amortization period and the
amortization method for an intangible asset with a finite useful life is reviewed at least at each
reporting date. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset is accounted for by changing the amortization period or
method, as appropriate, and treated as changes in accounting estimates. The amortization expense on
intangible assets with finite lives is recognized in the statement of income consistent with the function
of the intangible asset.
The Group’s intangible assets with indefinite useful lives include local vehicle franchise for licensing
agreements to operate a tourist rent-a-car service. Such intangible assets are tested for impairment
annually either individually or at the CGU level and are not amortized.
The useful life of an intangible asset with an indefinite life is reviewed annually to determine whether
indefinite life assessment continues to be supportable. If not, the change in the useful life assessment
from indefinite to finite is made on a prospective basis.
Gains or losses arising from the derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
statement of income when the asset is derecognized.
Impairment of Nonfinancial Assets
Investments in subsidiaries, property and equipment, equipment for lease, investment properties and
other assets - chattels
At each reporting date, the Group assesses whether there is any indication that its nonfinancial assets
may be impaired. When an indicator of impairment exists or when an annual impairment testing for
an asset is required, the Group makes a formal estimate of recoverable amount. Recoverable amount
is the higher of an asset’s fair value less costs to sell and its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the recoverable amount is assessed as part of the
CGU to which it belongs. Where the carrying amount of an asset (or CGU) exceeds its recoverable
amount, the asset (or CGU) is considered impaired and is written down to its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset (or CGU).
An impairment loss is charged against operations in the year in which it arises, unless the asset is
carried at a revalued amount, in which case the impairment loss is charged to the revaluation
increment of the said asset.
An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognized. If that is the case, the carrying amount of the asset is increased
to its recoverable amount.
That increased amount cannot exceed the carrying amount that would have been determined, net of
depreciation and amortization, had no impairment loss been recognized for the asset in prior years.
Such reversal is recognized in the statement of income unless the asset is carried at a revalued
amount, in which case the reversal is treated as a revaluation increase. After such reversal, the
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- 14 depreciation expense is adjusted in future years to allocate the asset’s revised carrying amount, less
any residual value, on a systematic basis over its remaining life.
Intangible assets
Intangible assets with indefinite useful lives are tested for impairment annually at reporting date
either individually or at the CGU level, as appropriate. Intangible assets with finite lives are assessed
for impairment whenever there is an indication that the intangible asset may be impaired.
Leases
The determination of whether an arrangement is, or contains a lease is based on the substance of the
arrangement and requires 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. A
reassessment is made after inception of the lease only if one of the following applies:
(a) There is a change in contractual terms, other than a renewal or extension of the arrangement;
(b) A renewal option is exercised or extension granted, unless that term of the renewal or extension
was initially included in the lease term;
(c) There is a change in the determination of whether fulfillment is dependent on a specified asset; or
(d) There is a substantial change to the asset.
Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios (a), (c) or (d) above, and at the
date of renewal or extension period for scenario (b).
Group as lessee
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Operating lease payments are recognized as an expense in the
statement of income on a straight-line basis over the lease term.
Group as lessor
Finance leases, where the Group transfers substantially all the risks and benefits incidental to
ownership of the leased item to the lessee, are included in the statement of financial position under
‘Loans and receivables’ account. A lease receivable is recognized at an amount equal to the net
investment in the lease. All income resulting from the receivables is included in ‘Leasing’ in the
statement of income.
Leases where the Group does not transfer substantially all the risks and benefits of ownership of the
assets are classified as operating leases. Contingent rents are recognized as revenue in the year in
which they are earned.
Retirement Cost
Defined benefit plan
The Group has a funded, noncontributory defined benefit plan administered by a trustee. A defined
benefit plan is a pension plan that defines an amount of pension benefit that an employee will receive
upon retirement, usually dependent on one or more factors such as age, years of service and
compensation. The Group’s retirement cost is determined using the projected unit credit method.
The retirement cost is generally funded through payments to a trustee-administered fund, determined
by periodic actuarial calculations.
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- 15 The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any), adjusted
for any effect of limiting a net defined benefit asset to the asset ceiling. The asset ceiling is the
present value of any economic benefits available in the form of refunds from the plan or reductions in
future contributions to the plan.
The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method.
Defined benefit costs comprise the following:
∂ Service cost
∂ Net interest on the net defined benefit liability or asset
∂ Remeasurements of net defined benefit liability or asset
Service costs which include current service costs, past service costs and gains or losses on nonroutine settlements are recognized as expense in the statement of income. Past service costs are
recognized when plan amendment or curtailment occurs.
Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on government bonds to the net defined benefit liability or asset. Net interest
on the net defined benefit liability or asset is recognized as expense or income in the statement of
income.
Remeasurements comprising actuarial gains and losses, return on plan assets (excluding net interest
on defined benefit asset) and any change in the effect of the asset ceiling (excluding net interest on
defined benefit liability) are recognized immediately in other comprehensive income in the period in
which they arise. Remeasurements are not reclassified to profit or loss in subsequent periods. All
remeasurements recognized in the other comprehensive income account ‘Remeasurement gains
(losses) on retirement plan’ are not reclassified to another equity account in subsequent periods. Plan
assets are assets that are held by a long-term employee benefit fund. Plan assets are not available to
the creditors of the Group, nor can they be paid directly to the Group. Fair value of plan assets is
based on market price information. When no market price is available, the fair value of plan assets is
estimated by discounting expected future cash flows using a discount rate that reflects both the risk
associated with the plan assets and the maturity or expected disposal date of those assets (or, if they
have no maturity, the expected period until the settlement of the related obligations).
The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when reimbursement is
virtually certain.
Employee leave entitlement
Employee entitlement to annual leave is recognized as a liability when the employees render the
services that increases their annual leave entitlement. The cost of accumulating annual leave are
measured as the additional amount that the Group expects to pay as a result of the unused entitlement
that has accumulated at the end of the reporting period.
Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event and it is probable that an outflow of assets embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

*SGVFS026175*

- 16 Where the Group expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statement of income, net of any reimbursement. If the effect of the time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks specific to
the liability. When discounting is used, the increase in the provision due to the passage of time is
recognized as an interest expense.
Contingent Liabilities and Contingent Assets
Contingent liabilities are not recognized in the financial statements but are disclosed unless the
possibility of an outflow of assets embodying economic benefits is remote. Contingent assets are not
recognized but are disclosed in the financial statements when an inflow of economic benefits is
probable.
Income Taxes
Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantially enacted as at the reporting date.
Deferred tax
Deferred tax is provided, using the balance sheet liability method, on all temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred tax, however, is not recognized on temporary differences that arise
from the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting income nor taxable income.
Deferred tax liabilities are recognized for all taxable temporary differences.
Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax credits from the excess of the minimum corporate income tax (MCIT) over the regular corporate
income tax (RCIT), and unused net operating loss carryover (NOLCO), to the extent that it is
probable that sufficient taxable income will be available against which the deductible temporary
differences and carry forward of unused tax credits from the excess of the MCIT over the RCIT and
unused NOLCO can be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable income will be available to allow all or part
of the deferred tax asset to be utilized.
Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the
extent that it has become probable that future taxable income will allow the deferred tax assets to be
recovered.
Deferred tax assets and liabilities are measured at the tax rates that are applicable to the year when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantially enacted at the reporting date.
Deferred tax relating to items recognized directly in OCI is also recognized in OCI and not in the
statement of income.
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- 17 Deferred tax assets and liabilities are offset if a legally enforceable right exists to offset current tax
assets against current tax liabilities and deferred taxes related to the same taxable entity and the same
taxation authority.
Events After the Reporting Period
Post year-end event that provide additional information about the Group’s position at the reporting
date (adjusting event) is reflected in the financial statements. Post year-end events that are not
adjusting events, if any, are disclosed in the notes to the financial statements when material.
Future Changes in Accounting Policies
Standards or interpretations issued but are not effective as of September 30, 2017 are listed below.
This is a listing of standards and interpretations issued, which the Group reasonably expects to be
applicable at a future date. The Group intends to adopt these standards and interpretations when they
become effective. Except as otherwise stated, the Group does not expect the adoption of these new
standards and interpretations to have a significant impact on the Group’s financial statements.
Effective beginning on or after January 1, 2017
∂ Amendment to PFRS 12, Clarification of the Scope of the Standard (Part of Annual
Improvements to PFRSs 2014 - 2016 Cycle)
The amendments clarify that the disclosure requirements in PFRS 12, other than those relating to
summarized financial information, apply to an entity’s interest in a subsidiary, a joint venture or
an associate (or a portion of its interest in a joint venture or an associate) that is classified (or
included in a disposal group that is classified) as held for sale.
∂

Amendments to PAS 7, Statement of Cash Flows, Disclosure Initiative
The amendments to PAS 7 require an entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities, including both
changes arising from cash flows and non-cash changes (such as foreign exchange gains or losses).
On initial application of the amendments, entities are not required to provide comparative
information for preceding periods. Early application of the amendments is permitted.
Application of amendments will result in additional disclosures in the 2018 financial statements
of the Group

∂

Amendments to PAS 12, Income Taxes, Recognition of Deferred Tax Assets for Unrealized
Losses
The amendments clarify that an entity needs to consider whether tax law restricts the sources of
taxable profits against which it may make deductions on the reversal of that deductible temporary
difference. Furthermore, the amendments provide guidance on how an entity should determine
future taxable profits and explain the circumstances in which taxable profit may include the
recovery of some assets for more than their carrying amount.
Entities are required to apply the amendments retrospectively. However, on initial application of
the amendments, the change in the opening equity of the earliest comparative period may be
recognized in opening retained earnings (or in another component of equity, as appropriate),
without allocating the change between opening retained earnings and other components of equity.
Entities applying this relief must disclose that fact. Early application of the amendments is
permitted.
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∂

Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Share-based
Payment Transactions
The amendments to PFRS 2 address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a sharebased payment transaction with net settlement features for withholding tax obligations; and the
accounting where a modification to the terms and conditions of a share-based payment
transaction changes its classification from cash settled to equity settled. On adoption, entities are
required to apply the amendments without restating prior periods, but retrospective application is
permitted if elected for all three amendments and if other criteria are met. Early application of
the amendments is permitted.

∂

Amendments to PFRS 4, Insurance Contracts, Applying PFRS 9, Financial Instruments, with
PFRS 4
The amendments address concerns arising from implementing PFRS 9, the new financial
instruments standard before implementing the forthcoming insurance contracts standard. They
allow entities to choose between the overlay approach and the deferral approach to deal with the
transitional challenges. The overlay approach gives all entities that issue insurance contracts the
option to recognize in other comprehensive income, rather than profit or loss, the volatility that
could arise when PFRS 9 is applied before the new insurance contracts standard is issued.
On the other hand, the deferral approach gives entities whose activities are predominantly
connected with insurance an optional temporary exemption from applying PFRS 9 until the
earlier of application of the forthcoming insurance contracts standard or January 1, 2021. The
overlay approach and the deferral approach will only be available to an entity if it has not
previously applied PFRS 9.

∂

PFRS 9, Financial Instruments
PFRS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial
Instruments: Recognition and Measurement, and all previous versions of PFRS 9. The standard
introduces new requirements for classification and measurement, impairment and hedge
accounting. PFRS 9 is effective for annual periods beginning on or after January 1, 2018, with
early application permitted. Retrospective application is required, but providing comparative
information is not compulsory. For hedge accounting, the requirements are generally applied
prospectively, with some limited exceptions.
The adoption of PFRS 9 will have an effect on the classification and measurement of the Group’s
financial assets and impairment methodology for financial assets, but will have no impact on the
classification and measurement of the Group’s financial liabilities. The Group is currently
assessing the impact of adopting this standard.
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PFRS 15, Revenue from Contracts with Customers
PFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with
customers. Under PFRS 15, revenue is recognized at an amount that reflects the consideration to
which an entity expects to be entitled in exchange for transferring goods or services to a
customer. The principles in PFRS 15 provide a more structured approach to measuring and
recognizing revenue.
The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under PFRSs. Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018. The Group is currently
assessing the impact of adopting this standard.

∂

Amendments to PAS 28, Measuring an Associate or Joint Venture at Fair Value
(Part of Annual Improvements to PFRSs 2014 - 2016 Cycle)
The amendments clarify that an entity that is a venture capital organization, or other qualifying
entity, may elect, at initial recognition on an investment-by-investment basis, to measure its
investments in associates and joint ventures at fair value through profit or loss. They also clarify
that if an entity that is not itself an investment entity has an interest in an associate or joint
venture that is an investment entity, the entity may, when applying the equity method, elect to
retain the fair value measurement applied by that investment entity associate or joint venture to
the investment entity associate’s or joint venture’s interests in subsidiaries. This election is made
separately for each investment entity associate or joint venture, at the later of the date on which
(a) the investment entity associate or joint venture is initially recognized; (b) the associate or joint
venture becomes an investment entity; and (c) the investment entity associate or joint venture first
becomes a parent. The amendments should be applied retrospectively, with earlier application
permitted.

∂

Amendments to PAS 40, Investment Property, Transfers of Investment Property
The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property. The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A mere change in management’s intentions
for the use of a property does not provide evidence of a change in use.
The amendments should be applied prospectively to changes in use that occur on or after the
beginning of the annual reporting period in which the entity first applies the amendments.
Retrospective application is only permitted if this is possible without the use of hindsight.

∂

Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance Consideration
The interpretation clarifies that in determining the spot exchange rate to use on initial recognition
of the related asset, expense or income (or part of it) on the derecognition of a non-monetary asset
or non-monetary liability relating to advance consideration, the date of the transaction is the date
on which an entity initially recognizes the nonmonetary asset or non-monetary liability arising
from the advance consideration. If there are multiple payments or receipts in advance, then the
entity must determine a date of the transactions for each payment or receipt of advance
consideration. The interpretation may be applied on a fully retrospective basis. Entities may
apply the interpretation prospectively to all assets, expenses and income in its scope that are
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applies the interpretation or the beginning of a prior reporting period presented as comparative
information in the financial statements of the reporting period in which the entity first applies the
interpretation.
Effective beginning on or after January 1, 2019
∂

PFRS 16, Leases
Under the new standard, lessees will no longer classify their leases as either operating or finance
leases in accordance with PAS 17. Rather, lessees will apply the single-asset model. Under this
model, lessees will recognize the asset and the related liabilities for most leases on their balance
sheets, and subsequently, will depreciate the lease assets and recognize the interest on the lease
liabilities in their profit or loss. Leases with a term of 12 months or less or for which underlying
asset is of low value are exempted from these requirements.
The accounting for lessors is substantially unchanged as the new standard carries forward the
principle of lessor accounting under PAS 17. Lessors, however will be required to disclose more
information in their financial statements, particularly on the risk exposure to residual value.
Entities may early adopt PFRS 16 but only if they have also adopted PFRS 15. When adopting
PFRS 16, an entity is permitted to use either a full retrospective or a modified retrospective
approach, with options to use certain transition reliefs. The Group is currently assessing the
impact of adopting this standard.

Deferred effectivity
∂

Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture
The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture. The
amendments clarify that a full gain or loss is recognized when a transfer to an associate or joint
venture involves a business as defined in PFRS 3, Business Combinations. Any gain or loss
resulting from the sale or contribution of assets that does not constitute a business, however, is
recognized only to the extent of unrelated investors’ interests in the associate or joint venture.
On January 13, 2016, the Financial Reporting Standards Council postponed the original effective
date of January 1, 2016 of the said amendments until the International Accounting Standards
Board has completed its broader review of the research project on equity accounting that may
result in the simplification of accounting for such transactions and of other aspects of accounting
for associates and joint ventures.

3. Significant Accounting Judgments and Estimates
The preparation of the accompanying financial statements in accordance with PFRS requires the
Group to make judgments and estimates that affect the reported amounts of assets, liabilities, income
and expenses and disclosures of contingent assets and contingent liabilities, if any. Future events
may occur which will cause the judgments and assumptions used in arriving at the estimates to
change. The effects of any change in estimates are reflected in the financial statements as they
become reasonably determinable.
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factors, including expectations of future events that are believed to be reasonable under the
circumstances.
Judgments
Leases
Finance Leases
Group as lessor
The Parent Company has determined that it has transferred all the significant risks and rewards of
ownership of the properties to the lessees, that at the inception of the lease, the present value of the
minimum lease payments amounts to at least substantially all the fair value of the leased asset.
Operating Leases
Group as lessor
The Group has also entered into lease arrangement and has determined that it retains all the
significant risks and rewards of ownership of these properties which are leased out on operating
leases. Accordingly, these are accounted for as operating leases. In determining whether or not the
arrangement is an operating lease, the Group considers retention of ownership title to the leased
property, period of lease contract relative to the estimated useful economic life of the leased property
and bearer of executory costs, among others.
Group as lessee
The Group has entered into property leases as a lessee for its office premises. The Group has
determined based on its evaluation of the terms and conditions of the lease arrangements (i.e., the
lease does not transfer ownership of the asset to the lessee by the end of the lease term, the lessee has
no option to buy the asset at a price that is expected to be sufficiently lower than the fair value at the
date of the inception is exercisable and the lease term is not for the major part of the asset’s economic
life) that the lessors retained all the significant risks and rewards of ownership of these properties.
Estimates
(a) Credit losses on loans and receivables
The Group reviews its loans and receivables to assess impairment at least on an annual basis
whether additional provision for credit losses should be recorded in the statement of income. In
particular, judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the level of allowance required.
These estimates are based on assumptions about a number of factors, which include the
sustainability of the borrower’s business plan, expected cash flows based on the plan of recovery,
the availability of other financial support and the realizable value of the collaterals, and the ability
to improve performance after a financial difficulty arisen. Actual results may differ, resulting in
future changes to the allowance for credit losses.
In addition to specific allowance against individually significant loans and receivables, the Group
also makes a collective impairment allowance against exposures which, although not specifically
identified as requiring a specific allowance, have a greater risk of default than when originally
granted.
As of September 30, 2017 and 2016, allowance for credit losses on loans and receivables
amounted to =
P579.9 million and to =
P417.5 million, respectively, for the Group and
=
P578.0 million and =
P415.9 million, respectively, for the Parent Company (see Note 16). As of
September 30, 2017 and 2016, loans and receivables are carried at =
P33.0 billion and
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P25.2 billion, respectively, for the Group and P
=32.9 billion and =
P25.1 billion, respectively, for the
Parent Company (see Note 9).
(b) Defined benefit retirement plan
The cost of the defined benefit retirement plan as well as the present value of the defined benefit
obligation is determined using actuarial valuation. The actuarial valuation involves making
various assumptions. These include the determination of the discount rates and future salary
increases. Due to the complexity of the valuation, the underlying assumptions and its long-term
nature, defined benefit obligations are highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.
In determining the appropriate single weighted average discount rate, management considers the
interest rates of government securities, with extrapolated maturities corresponding to the expected
duration of the defined benefit obligation.
As of September 30, 2017 and 2016, the net retirement liability amounted to
P
=112.7 million and =
P81.4 million, respectively, for the Group and =
P99.0 million and
=
P71.9 million, respectively, for the Parent Company (see Note 24).

4. Financial Risk Management
The Group’s financial instruments consist of AFS financial assets, loans and receivables and financial
liabilities at amortized cost. The main risks arising from the Group’s financial instruments are credit
risk, market risk and liquidity risk.
Risk Management Framework
The Group’s risk management is a top-down process that starts with the BOD who is responsible for
establishing and maintaining a sound risk management system and setting the overall institutional risk
tolerance for the Group. The BOD, through the Risk Oversight Committee (ROC) and with the
assistance of the Risk Management Department, is actively involved in planning, approving,
reviewing, and assessing all risks involved within the Group and is responsible for setting its overall
corporate governance strategy and risk appetite.
The Group reviews the policies for managing each risk which are summarized as follows:
a) Credit Risk
The Group manages credit risk, i.e., the risk that one party to a financial instrument will fail to
discharge an obligation and cause the other party to incur a financial loss, by setting limits for
individual and group of borrowers and for geographical and industry segments. The Group
maintains a general policy of avoiding excessive exposure in any particular sector of the
economy.
While the Group actively seeks to increase its exposure in industries which it believes possess
attractive growth opportunities, it also actively seeks to reduce its exposure in industries where
growth potential is minimal. Although the Group’s leasing and loans portfolio is composed of
transactions with a wide variety 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.
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As of September 30, 2017 and 2016, the maximum exposure to credit risk after taking into
account collaterals held or other credit enhancements is shown below:

Maximum
Exposure

Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others

Financial Effect
of Collaterals

P
= 5,658,320,585

P
= 8,282,465,935

P
= 153,760,023

P
= 5,504,560,562

23,272,207,984
6,229,006
3,890,965,125
P
= 32,827,722,700

40,360,207,323
12,364,307
7,916,559,163
P
= 56,571,596,728

1,662,565,834
–
224,100,334
P
= 2,040,426,191

21,609,642,150
6,229,006
3,666,864,791
P
= 30,787,296,509

Maximum
Exposure

Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others

2017
Consolidated/Parent
Fair Value
Net Exposure
of Collaterals
to Credit Risk

2016
Consolidated/Parent
Fair Value
Net Exposure
of Collaterals
to Credit Risk

Financial Effect
of Collaterals

P
=5,334,572,300

P
=7,666,268,826

P
=124,844,379

P
=5,209,727,921

16,037,810,201
6,793,398
3,660,816,222
P
=25,039,992,121

27,702,716,866
12,934,624
7,560,156,779
P
=42,942,077,095

1,051,955,452
–
138,076,823
P
=1,314,876,654

14,985,854,749
6,793,398
3,522,739,399
P
=23,725,115,467

As of September 30, 2017 and 2016, the Group had no exposure to off-balance sheet items.
Credit risk concentration
Concentrations arise when a number of counterparties 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 contractual obligations to be similarly 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. In order to
avoid excessive concentrations of risk, the Group’s policies and procedures include specific
guidelines to focus on maintaining a diversified portfolio. Identified concentrations of credit
risks are controlled and managed accordingly.
An analysis of concentrations of credit risk at the reporting date based on carrying amount is
shown below:
Consolidated

Concentration by Industry
Transportation, storage and communication
Wholesale and retail trade
Construction
Financial intermediaries
Agricultural, hunting and forestry
Manufacturing (various industries)
Mining and quarrying

2017
Amount

%

2016
Amount

%

P
= 11,106,933,156
8,515,706,954
7,262,163,904
6,803,256,588
3,111,099,850
1,530,054,712
719,220,953

27.6%
21.2%
18.0%
16.9%
7.7%
3.8%
1.8%

P
=8,921,735,244
5,453,272,071
5,388,293,955
6,124,776,828
1,266,210,008
2,385,254,045
154,086,194

28.9%
17.7%
17.5%
19.9%
4.1%
7.7%
0.5%

(Forward)
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Other community, social and personal activities
Real estate, renting and business activities
Electricity, gas and water
Less allowance for credit losses
Concentration by Location
Luzon (except Metro Manila)
Metro Manila
Mindanao
Visayas
Less allowance for credit losses

2017
Amount
P
= 698,766,036
477,100,976
31,487,239
40,255,790,368
579,923,295
P
= 39,675,867,073
P
= 16,299,460,444
13,821,835,521
5,212,941,805
4,921,552,598
40,255,790,368
579,923,295
P
= 39,675,867,073

%
1.7%
1.2%
0.1%
100.0%

40.5%
34.4%
12.9%
12.2%
100.0%

2016
Amount
P
=648,263,042
454,197,345
32,426,824
30,828,515,556
417,517,985
P
=30,410,997,571
P
=11,723,651,255
11,133,539,351
4,077,573,293
3,893,751,657
30,828,515,556
417,517,985
P
=30,410,997,571

%
2.1%
1.5%
0.1%
100.0%

38.0%
36.1%
13.2%
12.6%
100.0%

Parent Company
2017
Amount
Concentration by Industry
Transportation, storage and communication
Wholesale and retail trade
Construction
Financial intermediaries
Agricultural, hunting and forestry
Manufacturing (various industries)
Mining and quarrying
Other community, social and personal activities
Real estate and renting business activities
Electricity, gas and water
Less allowance for credit losses
Concentration by Location
Luzon (except Metro Manila)
Metro Manila
Mindanao
Visayas
Less allowance for credit losses

%

2016
Amount

%

P
= 11,106,933,156
8,515,706,954
7,262,163,904
6,704,937,999
3,111,099,850
1,530,054,712
719,220,953
562,386,190
477,100,976
31,487,239
40,021,091,933
577,959,008
P
= 39,443,132,925

27.8%
21.3%
18.1%
16.8%
7.8%
3.8%
1.8%
1.4%
1.2%
0.1%
100.0%

P
=8,872,706,575
6,124,776,828
5,452,738,459
5,446,824,424
2,385,254,045
1,256,612,060
648,263,042
427,807,677
154,086,194
21,075,004
30,790,144,308
415,931,471
P
=30,374,212,837

28.8%
19.9%
17.7%
17.7%
7.7%
4.1%
2.1%
1.4%
0.5%
0.1%
100.0%

P
= 16,299,460,444
13,587,137,086
5,212,941,805
4,921,552,598
40,021,091,933
577,959,008
P
= 39,443,132,925

40.7%
33.9%
13.0%
12.4%
100.0%

P
=11,685,280,007
11,133,539,351
4,077,573,293
3,893,751,657
30,790,144,308
415,931,471
P
=30,374,212,837

38.0%
36.2%
13.2%
12.6%
100.0%

Impairment assessment
In accordance with the provisions of PAS 39, an assessment is made at each reporting date as to
whether there is objective evidence that a specific financial asset may be impaired. If such
evidence exists, any credit and impairment loss is recognized in the statement of income.
The lending units conduct impairment assessment of accounts annually and at any time that
evidences of impairment are observed.
Management of credit risk
The Group faces potential credit risks every time it extends funds to borrowers, commits funds to
counterparties, and guarantees the paying performance of its clients. The Group manages its
credit risk at various levels (i.e., strategic level, portfolio level down to individual credit or
transaction) by adopting a credit risk management environment that has the following
components:
∂

Formulating credit policies in consultation with business units, covering collateral
requirements, credit assessment, risk grading and reporting and compliance with regulatory
requirements;
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∂

Establishment of authorization limits for the approval and renewal of credit facilities; and
Limiting concentrations of exposure to counterparties, geographies and industries for loans.

Credit quality
The Group has adopted an internal credit risk rating system since 2011. Currently, the Group
grades varying degrees of risk of default and the availability of collateral or other credit risk
mitigation based on the following levels of credit quality for loans and receivables that are neither
past due nor impaired:
∂
∂

∂

High grade - from excellent, strong, good, satisfactory, wherein the counterparty has low
probability of default and could withstand normal business cycle.
Standard grade - consists of ratings from acceptable and specially mentioned where the risk
elements of the Group are sufficiently pronounced. Counterparties could withstand normal
business cycles but any prolonged unfavorable economic scenario would create an immediate
deterioration beyond acceptable levels.
Substandard grade - includes loans classified as especially mentioned, substandard and
counterparties for which unfavorable industry or company-specific risk factors represent a
concern.

The following tables show the credit quality of financial assets:
Consolidated
2017
Neither past due nor impaired
Standard Substandard
High Grade
Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Securities Purchased Under Resale
Agreements
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities
Less: Allowance for credit losses

Past due but
not impaired

Impaired

Total

P
= 324,075,076
6,120,819,739

=
P–
–

=
P–
–

=
P–
–

=
P–
–

P
= 324,075,076
6,120,819,739

232,000,000
6,676,894,815

−
–

−
–

−
–

−
–

232,000,000
6,676,894,815

–

5,512,604,338

–

37,536,546

261,798,562

5,811,939,446

–
–
–
–
–

22,655,549,893
6,671,995
3,785,619,223
90,800,396
32,051,245,845

–
–
–
–
–

17,233,427
−
8,560,107
79,491,083
142,821,163

888,840,184
160,931
231,106,502
–
1,381,906,179

23,561,623,504
6,832,926
4,025,285,832
170,291,479
33,575,973,187

–
P
= 6,676,894,815

953,866
P
= 32,052,199,711

–
=
P–

–
–
P
= 142,821,163 P
= 1,381,906,179

953,866
40,253,821,868
579,923,295
P
= 39,673,898,573
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2016
Neither past due nor impaired
Standard
Substandard
High Grade
Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Securities Purchased Under Resale
Agreements
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities

Past due but
not impaired

Impaired

Total

=
P423,493,114
4,827,782,576

=
P–
–

=
P–
–

=
P–
–

=
P–
–

=
P423,493,114
4,827,782,576

136,025,249
5,387,300,939

−
–

−
–

−
–

−
–

136,025,249
5,387,300,939

–

5,140,144,339

–

34,832,535

231,751,409

5,406,728,283

–
–
–
–
–

15,681,238,601
7,180,996
3,577,861,401
58,697,352
24,465,122,689

–
–
–
–
–

8,780,691
−
9,132,279
73,629,132
126,374,637

575,671,896
160,931
189,168,514
–
996,752,750

16,265,691,188
7,341,927
3,776,162,194
132,326,484
25,588,250,076

–
=
P5,387,300,939

718,090
=
P24,465,840,779

–
=
P–

–
=
P126,374,637

–
=
P996,752,750

718,090
30,976,269,105
417,517,985
=
P30,558,751,120

Past due but
not impaired

Impaired

Total

Less: Allowance for credit losses
Parent
2017
Neither past due nor impaired
Standard Substandard
High Grade
Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Securities Purchased Under Resale
Agreements
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities

P
= 226,029,488
6,120,819,739

=
P–
–

=
P–
–

=
P–
–

=
P–
–

P
= 226,029,488
6,120,819,739

232,000,000
6,578,849,227

−
–

−
–

−
–

−
–

232,000,000
6,578,849,227

–

5,512,604,338

–

37,536,546

261,798,562

5,811,939,446

–
–
–
–
–

22,655,549,893
6,671,995
3,785,619,223
33,911,632
31,994,357,081

–
–
–
–
–

17,233,427
−
8,560,107
−
63,330,080

888,840,184
160,931
231,106,502
–
1,381,906,179

23,561,623,504
6,832,926
4,025,285,832
33,911,632
33,439,593,340

–
P
= 6,578,849,227

953,866
P
= 31,995,310,947

–
=
P–

–
–
P
= 63,330,080 P
= 1,381,906,179

953,866
40,019,396,433
577,959,008
P
= 39,441,437,425

Less: Allowance for credit losses

Parent
2016
Neither past due nor impaired
Standard
Substandard
High Grade
Grade
Grade
Cash and cash equivalent
(excluding cash on hand)
Due from BSP
Securities Purchased Under Resale
Agreements
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Other receivables
AFS financial assets
Quoted equity securities
Less: Allowance for credit losses

Past due but
not impaired

Impaired

Total

=
P339,769,484
4,827,782,576

=
P–
–

=
P–
–

=
P–
–

=
P–
–

=
P339,769,484
4,827,782,576

136,025,249
5,303,577,309

−
–

−
–

−
–

−
–

136,025,249
5,303,577,309

–

5,140,144,339

–

34,832,535

231,751,409

5,406,728,283

–
–
–
–
–

15,681,238,601
7,180,996
3,577,861,401
28,479,817
24,434,905,154

–
–
–
–
–

8,780,691
−
9,132,279
−
52,745,505

575,671,896
160,931
189,168,514
–
996,752,750

16,265,691,188
7,341,927
3,776,162,194
28,479,817
25,484,403,409

–
=
P5,303,577,309

718,090
=
P24,435,623,244

–
=
P–

–
=
P52,745,505

–
=
P996,752,750

718,090
30,788,698,808
415,931,471
=
P30,372,767,337
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- 27 Aging analysis of past due but not impaired per class of financial assets
The tables below show the aging analysis of past due but not impaired loans receivables per class
of the Group as of September 30, 2017 and 2016. Under PFRS 7, a financial asset is past due
when a counterparty has failed to make a payment when contractually due.
Consolidated
2017
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others
Other receivables

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
= 8,961,293

P
= 339,584

P
= 4,901,724

P
= 2,848,930

P
= 20,485,015

P
= 37,536,546

15,544,460

484,935

158,898

204,834

–

–

7,410,354
1,058,576
P
= 32,974,683

126,050
57,316,608
P
= 58,267,177

840,300
−
433,981
4,672,015
P
= 26,431,311

17,233,427
−
8,560,107
79,491,083
P
= 142,821,163

–

173,573
11,052,975
P
= 16,287,170

416,149
5,390,909
P
= 8,860,822

Consolidated
2016
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others
Other receivables

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
=11,053,702

P
=967,303

P
=7,844,081

P
=2,440,751

P
=12,526,698 P
=34,832,535

8,084,496

76,502

212,715

124,952

–

–

8,647,268
35,364,289
P
=63,149,755

79,061
7,280,463
P
=8,403,329

282,026
8,780,691
−
−
42,784
9,132,279
21,213,544
73,629,132
P
=34,065,052 P
=126,374,637

–

291,341
3,578,132
P
=11,926,269

71,825
6,192,704
P
=8,830,232

Parent Company
2017
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
= 8,961,293

P
= 339,584

P
= 4,901,724

P
= 2,848,930

P
= 20,485,015

P
= 37,536,546

15,544,460

484,935

158,898

204,834

–

–

7,410,354
P
= 31,916,107

126,050
P
= 950,569

840,300
−
433,981
P
= 21,759,296

17,233,427
−
8,560,107
P
= 63,330,080

–

173,573
P
= 5,234,195

416,149
P
= 3,469,913

Parent Company
2016
1-30 days
Receivables from customers:
Lease contract receivables
Notes receivable financed:
Commercial loans
Auto loans
Others

31-60 days

61-90 days

91-180 days

Over
180 days

Total

P
=11,053,702

P
=967,303

P
=7,844,081

P
=2,440,751

P
=12,526,698

P
=34,832,535

8,084,496

76,502

212,715

124,952

–

–

8,647,268
P
=27,785,466

79,061
P
=1,122,866

282,026
−
42,784
P
=12,851,508

8,780,691
−
9,132,279
P
=52,745,505

–

291,341
P
=8,348,137

71,825
P
=2,637,528

Collateral and other credit enhancements
The Parent Company holds collateral against loans and receivables in the form of real estate and
chattel mortgages, guarantees, and other registered securities over assets. Management monitors
the fair value of collateral, requests additional collateral in accordance with the underlying
agreement, and monitors the market value of collateral obtained for its review of the adequacy of
the allowance for impairment losses. Collateral, usually, is not held against investment securities,
and no such collateral was held as of September 30, 2017 and 2016.
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- 28 It is the Parent Company’s policy to dispose assets acquired in an orderly fashion. The proceeds
of the sale of the foreclosed assets classified as ‘Investment properties’ and ‘Other assets chattels’ are used to reduce or repay the outstanding claim.
Financial assets whose terms have been renegotiated
Restructured loans are defined as performing or non-performing loans whose principal terms and
conditions have been modified in accordance with an agreement setting forth a new plan of
payment or a schedule of payment on a periodic basis. When the loan account becomes past due
and is being restructured or extended, the approval of the BOD is required before loan booking
and is always governed by the BSP rules on restructuring. Restructuring of loans to directors,
officers, stockholders, and related interests (DOSRI) also requires BOD approval.
b) Market Risk
The Group’s market risk (the risk of loss to future earnings, to fair values or to future cash flows
that may result from changes in the price of a financial instrument) originates from its holdings of
equities and foreign currency-denominated loans. The value of a financial instrument may
change as a result of changes in interest rates, foreign currency exchange rates, commodity prices,
equity prices and other market changes.
The RMD performs monthly market risk analyses to ensure compliance with its policies and
procedures. Assets and liabilities of the Group maybe mismatched and are vulnerable to
movements in yields. Positive or negative gap is executed depending on the outlook on interest
rates.
Interest rate risk
The Parent 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 Parent
Company’s policy is to manage its interest cost using a mix of fixed and floating rate debt.
The Parent Company monitors its exposures to fluctuations in interest rates by measuring the
impact of interest rate movements on its interest income. This is done by modeling the impact of
various changes in interest rates to the Parent Company’s interest-sensitive assets and liabilities.
In 2017 and 2016, the interest rate risk pertains to the Parent Company’s receivables and payables
with floating interest rates. The following tables demonstrate the Parent Company’s sensitivity to
a reasonably possible change in interest rates:

PHP
USD

2017
Impact of Changes in Interest Rates on Pretax Income
Increase (Decrease) in Basis Points
-100
-50
+50
+100
(In thousand pesos)
P
=938.48
P
=469.24
(P
= 469.24)
(P
= 938.48)
(0.93)
(0.47)
0.47
0.93

PHP
USD

2016
Impact of Changes in Interest Rates on Pretax Income
Increase (Decrease) in Basis Points
-100
-50
+50
+100
(In thousand pesos)
P
=1,330.24
P
=665.12
(P
=665.12)
(P
=1,330.24)
(2.90)
(1.45)
1.45
2.90
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- 29 There is no other impact on the Parent Company’s equity other than the effect of a reasonably
possible change in the interest rates on financial assets and financial liabilities to pretax income.
Foreign currency risk
While the Parent Company has a United States Dollar (USD) denominated bills payable
amounting to US$239,055 and US$557,240 as at September 30, 2017 and 2016, respectively,
foreign currency risk is reduced since it is backed up with fourteen (5) and thirteen (14) USDdenominated lease transactions with outstanding balance of US$445,248 and US$918,902 as at
September 30, 2017 and 2016, respectively, for a fixed spread over the cost of borrowing. The
Parent Company also has deposit in banks amounting to US$247,456 and US $109,147 as at
September 30, 2017 and 2016. The Parent Company has no other financial instruments with
exposure to foreign currency risk.
c) Liquidity Risk
The primary business of financing companies entails the borrowing and re-lending of funds.
Consequently, financing companies are subject to substantial leverage, and may therefore be
exposed to the potential financial risks that accompany borrowing. In relation to its various
borrowing arrangements, the Group is currently subject to certain requirements relating to the
maintenance of acceptable liquidity and leverage ratios. The Treasury Marketing and Funds
Management Department has the primary responsibility for managing the Group’s sources of
financing and cash position. The Group believes that its current policies with respect to liquidity
and leverage are prudent. The Group maintains what it believes to be a sufficient cash level and
manages its liquidity by managing the maturity profile of its outstanding loans. The Group
expects no material change in its policies relating to liquidity and leverage.
The Group expects that its continued asset expansion will result in higher funding requirements in
the future. The Group currently has adequate credit lines from various banks and deposit
substitutes generated from the quasi-banking functions of the Parent Company.
As of September 30, 2017 and 2016, the undrawn credit facilities from various banks amounted
to =
P14.57 billion and =
P19.36 billion, respectively, for the Group and P
=7.65 billion and P
=15.63
billion, respectively, for the Parent Company.
The tables below show the maturity profile of financial assets and financial liabilities based on
contractual undiscounted cash flows:

On demand
Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

Up to 1 month

1 to 3 months
P–
=
–

Consolidated
2017
3 to 6 months

6 to 12 months

Beyond 1 year

P–
=
–

P–
=
–

P–
=
–

P326,045,756
=
6,120,819,739

Total

P306,045,547
=
6,120,819,739

= 20,000,209
P
–

−
–
611,191,066
= 7,038,056,352
P

232,019,333
–
2,756,750,358
= 3,008,769,900
P

−
−
−
−
–
–
–
953,866
4,024,675,237 5,481,000,683 9,004,174,530 15,398,287,869
= 4,024,675,237 =
P
P5,481,000,683 =
P9,004,174,530 P
= 15,399,241,735

232,019,333
953,666
37,276,079,743
= 43,955,918,237
P

P– P
=
= 18,314,512,087
−
14,304,939
–
53,304,772
=− P
P
= 18,382,121,798

= 5,632,374,226 =
P
P2,590,708,715 P
= 3,726,513,993 =
P3,616,604,203
53,957,471
106,347,160 1,232,923,658
2,457,898
46,132,609
95,712,911
291,641,471
906,000,780
= 5,732,464,306 P
P
= 2,792,768,786 =
P5,251,079,122 P
= 4,525,062,881

= 33,880,713,224
P
1,409,991,126
1,392,792,543
= 36,683,496,893
P
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On demand
Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

Financial Liabilities
Bills payable
Accounts payable and other liabilities
Deposits on lease contracts

Beyond 1 year

=–
P
–

=–
P
–

=–
P
–

=425,285,624
P
4,827,782,576

Total

−
–
316,470,173
=5,549,538,165
P

136,036,584
–
1,856,179,056
=2,012,215,848
P

−
−
−
−
–
–
–
718,090
3,230,678,751 4,332,255,228 7,201,519,643 11,336,045,773
=3,230,678,751 =
P
P4,332,255,228 =
P7,201,519,643 P
=11,336,763,863

136,036,584
718,090
28,273,148,624
=33,662,971,498
P

P– =
=
P10,440,075,725
−
15,534,105
–
26,160,634
=− P
P
=10,481,770,464

=6,816,003,663 =
P
P1,617,946,071 =
P1,824,261,313 P
=4,509,136,441
19,714,133
7,003,471 1,191,587,525
1,388,597
48,101,305
95,464,735
288,645,268
840,141,095
=6,883,819,101 P
P
=1,720,414,277 P
=3,304,494,106 =
P5,350,666,133

=25,207,423,213
P
1,235,227,831
1,298,513,037
=27,741,164,081
P

Up to 1 month

=–
P
–

6 to 12 months

=20,000,208
P
–

Parent Company
2017
1 to 3 months
3 to 6 months 6 to 12 months

–
611,191,066
= 6,939,737,224
P

–
2,650,411,520
= 2,902,431,061
P

–
–
–
953,866
4,004,035,852 5,481,000,683 8,994,772,906 15,398,287,869
= 4,004,035,852 =
P
P5,481,000,683 =
P8,994,772,906 P
= 15,399,241,735

232,019,333
953,866
37,139,699,896
= 43,721,219,461
P

P– P
=
= 17,046,882,021
–
14,023,004
–
53,304,772
=– P
P
= 17,114,209,797

= 5,609,529,561 P
P
= 2,080,814,956 =
P3,712,961,288 P
= 2,917,529,403
18,063,120
60,729,116
962,404,557
157,457,898
46,132,609
95,712,911
203,770,371
906,000,781
= 5,673,725,290 P
P
= 2,237,256,983 P
= 4,879,136,216 =
P3,980,988,082

= 31,367,717,229
P
1,212,677,695
1,304,921,444
= 33,885,316,368
P

1 to 3 months
=–
P
–
–

P–
=
–
–

P–
=
–
–

P–
=
–
–

Total

= 20,000,208
P
–
232,019,333

Up to 1 month

P–
=
–
–

Beyond 1 year

= 207,726,419
P
6,120,819,739
−

On demand
Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables

1 to 3 months

=405,285,416
P
4,827,782,576

On demand
Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables

Up to 1 month

Consolidated
2016
3 to 6 months

Parent Company
2016
3 to 6 months

6 to 12 months

Beyond 1 year

=–
P
–
–

=–
P
–
–

=–
P
–
–

= 227,726,627
P
6,120,819,739

Total

P321,217,205
=
4,827,782,576
−

=20,000,208
P
–
136,036,584

P341,217,413
=
4,827,782,576

–
316,470,173
=5,465,469,954
P

–
1,782,849,226
=1,938,886,018
P

–
–
–
718,090
3,207,656,308 4,332,255,228 7,189,643,444 11,336,045,773
=3,207,656,308 =
P
P4,332,255,228 =
P7,189,643,444 P
=11,336,763,863

136,036,584
718,090
28,164,920,152
=33,470,674,815
P

=–
P
–
–
=–
P

=9,119,579,811
P
13,728,900
26,160,634
=9,159,469,345
P

=6,797,817,487 =
P
P1,608,959,343 =
P1,578,346,254 P
=4,470,941,988
18,892,361
7,003,471
931,233,799
156,388,597
48,101,305
95,464,735
215,808,706
840,141,095
=6,864,811,153 P
P
=1,711,427,549 P
=2,725,388,759 =
P5,467,471,680

=23,575,644,883
P
1,127,247,128
1,225,676,475
=25,928,568,486
P

5. Fair Value Measurement
The Group held the following assets that are measured at fair value at a recurring basis and assets and
liabilities for which fair values are disclosed, at their corresponding level in the fair value hierarchy.
The table below also summarizes the Group’s and Parent Company’s assets and liabilities for which
carrying amounts do not approximate fair values.
Consolidated
2017
Fair Value
Carrying
Value
Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
(forward)

P
= 953,866

Quoted Prices in
active market
Total
(Level 1)

P
= 953,866

P
= 953,866

Significant
observable
inputs
(Level 2)

P
=–

Significant
unobservable
inputs
(Level 3)

P
=–
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Carrying
Value
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Non-financial assets
Investment properties
Total assets
Liabilities for which fair values
are disclosed
Financial liabilities
Bills payable
Deposits on lease contracts
Total liabilities

Consolidated
2017
Fair Value
Significant
Quoted Prices in
observable
active market
inputs
Total
(Level 1)
(Level 2)

Significant
unobservable
inputs
(Level 3)

P
= 5,658,320,585

P
= 5,747,863,658

P
=–

P
=–

P
= 5,747,863,658

23,272,207,984
6,229,006
3,890,965,125

23,095,136,211
6,758,407
4,022,776,324

–
–
–

–
–
–

23,095,136,211
6,758,407
4,022,776,324

411,993,533
481,564,562
P
= 33,240,670,099 P
= 33,355,053,028

–
P
= 953,866

P
= 33,514,045,601 P
= 38,778,919,653
1,392,792,543
1,330,227,222
P
= 34,906,838,144 P
= 40,109,146,875

P
=–
–
P
=–

–
481,564,562
P
=– P
= 33,354,099,162

P
=–
–
P
=–

P
= 38,778,919,653
1,330,227,222
P
= 40,109,146,875

Consolidated
2016
Fair Value
Carrying
Value
Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Non-financial assets
Investment properties
Total assets
Liabilities for which fair values are
disclosed
Financial liabilities
Bills payable
Deposits on lease contracts
Total liabilities

Quoted Prices in
active market
Total
(Level 1)

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

P
=718,090

P
=718,090

P
=718,090

=
P–

=
P–

5,334,572,300

5,341,749,403

–

–

5,341,749,403

16,037,810,201
6,793,398
3,660,816,222

16,089,446,877
7,210,141
3,783,747,656

–
–
–

–
–
–

16,089,446,877
7,210,141
3,783,747,656

78,781,503
129,789,050
P
=25,119,491,714 P
=25,352,661,217

–
P
=718,090

P
=24,861,949,544 P
=29,796,321,281
1,298,513,037
1,247,489,222
P
=26,160,462,581 P
=31,043,810,503

=
P–
–
=
P–

–
129,789,050
P
=– =
P25,351,943,127

P
=–
–
P
=–

=
P29,796,321,281
1,247,489,222
=
P31,043,810,503

*SGVFS026175*

- 32 Parent
2017
Fair Value
Carrying
Value
Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Non-financial assets
Investment properties
Total assets
Liabilities for which fair values
are disclosed
Financial liabilities
Bills payable
Deposits on lease contracts
Total liabilities

Significant
observable
inputs
(Level 2)

Quoted Prices in
active market
Total
(Level 1)

Significant
unobservable
inputs
(Level 3)

P
= 953,866

P
= 953,866

P
= 953,866

P
=–

P
=–

5,658,320,585

5,747,863,658

–

–

5,747,863,658

23,272,207,984
P
= 6,229,006
3,890,965,125

23,095,136,211
P
= 6,758,407
4,022,776,324

–
P
=–
–

–
P
=–
–

23,095,136,211
P
= 6,758,407
4,022,776,324

11,190,099
27,434,703
P
= 32,839,866,665 P
= 32,900,923,169

–
P
= 953,866

–
27,434,703
P
=– P
= 32,899,969,303

P
= 31,063,917,860 P
= 36,258,522,196
1,304,921,444
1,242,356,123
P
= 32,368,839,305 P
= 37,500,878,319

P
=–
–
P
=–

P
=– P
= 36,258,522,196
–
1,242,356,123
P
=– P
= 37,500,878,319

Parent
2016
Fair Value
Carrying
Value
Assets measured at fair value
Financial assets
Financial assets at OCI:
AFS financial assets:
Quoted equity securities
Assets for which fair values are
disclosed
Financial assets
Loans and receivables
Receivable from customers:
Lease contract receivables
Notes receivable finance:
Commercial loans
Auto loans
Others
Non-financial assets
Investment properties
Total assets
Liabilities for which fair values are
disclosed
Financial liabilities
Bills payable
Deposits on lease contracts
Total liabilities

Quoted Prices in
active market
Total
(Level 1)

Significant
observable
inputs
(Level 2)

Significant
unobservable
inputs
(Level 3)

P
=718,090

P
=718,090

P
=718,090

=
P–

=
P–

5,334,572,300

5,341,749,403

–

–

5,341,749,403

16,037,810,201
P
=6,793,398
3,660,816,222

16,089,446,877
P
=7,210,141
3,783,747,656

–
=
P–
–

–
=
P–
–

16,089,446,877
P
=7,210,141
3,783,747,656

11,190,099
27,249,383
P
=25,051,182,220 P
=25,250,121,550

–
P
=718,090

–
27,249,383
P
=– =
P25,249,403,460

P
=23,238,166,036 P
=28,033,870,442
1,225,676,475
1,174,652,661
P
=24,463,842,511 P
=29,208,523,103

=
P–
–
=
P–

P
=– =
P28,033,870,442
–
1,174,652,661
P
=– =
P29,208,523,103
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- 33 The methods and assumptions used by the Group in estimating the fair value of the financial
instruments are:
Cash and cash equivalents (excluding cash on hand), due from BSP, other short-term receivables and
accounts payable and other liabilities
Fair values approximate carrying amounts given the short-term nature of these instruments.
AFS financial assets
Fair values are based on quoted prices published in markets.
Loans and receivables (excluding other short-term receivables)
Fair values are estimated by discounted cash flow methodology, using the Group’s current
incremental lending rates for similar type of loans.
Bills payable and deposits on lease contracts
Fair values are estimated using the discounted cash flow methodology using the Group’s current
incremental borrowing rates for similar borrowings with maturities consistent with those remaining
for the liability being valued.
Inputs used in estimating the fair values of loans and receivables, bills payable and deposits on lease
contracts categorized under Level 3 include risk-free rates and applicable risk premium.
Investment properties
The fair value of the investment properties, measured at Level 3, has been determined based on
valuations made by accredited external and/or in-house appraisers on the basis of recent sales
transactions of similar properties in the same areas as the investment properties and taking into
account the economic conditions prevailing at the time the valuations were made. They make use of
market data approach which involves correlation and analysis of comparable lots, either recently sold
or offered for sale in the market, upon which the market value of subject property is estimated.
Description of the valuation techniques and significant unobservable inputs used in the valuation of
the Group’s investment properties are as follows:
Valuation Techniques
Market data approach

A process of comparing the subject property being appraised to similar
comparable properties recently sold or being offered for sale.

Significant Unobservable Inputs
Price per square meter
The unit price assigned to the property
Size

Size of lot in terms of area. Evaluate if the lot size of property or
comparable conforms to the average cut of the lots in the area and
estimate the impact of lot size differences on land value.

Shape

Particular form or configuration of the lot. A highly irregular shape
limits the usable area whereas an ideal lot configuration maximizes the
usable area of the lot which is associated in designing an improvement
which conforms with the highest and best use of the property.

Location

Location of comparative properties whether on a main road, or
secondary road. Road width could also be a consideration if data is
available. As a rule, properties located along a main road are superior to
properties located along a secondary road.

*SGVFS026175*

- 34 In 2017 and 2016, there were no transfers between Level 1 and Level 2 fair value measurements, and
no transfers into and out of Level 3 fair value measurements.

6. Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, cash in banks and short-term investments with
maturities of less than three months.
Cash in banks include regular current and savings deposits in various banks. The savings deposits
bear interest rates ranging from 0.1% to 1.0% per annum and from 0.2% to 0.5% per annum in 2017
and 2016, respectively, for both the Group and Parent Company.

7. Due from Bangko Sentral ng Pilipinas (BSP) and Securities Purchased Under Repurchase
Agreements (SPURA)
As of September 30, 2017 and 2016, the Parent Company’s placements consist of deposits with the
BSP’s demand deposit account amounting to P
=6,120.8 million and =
P4,827.8 million, respectively,
which bears no interest. As of September 30, 2016, the Parent Company also has placements in
BSP’s overnight deposit facility amounting to P
=277.0 million which bears interest at 2.5% per annum.
In 2017 and 2016, the Parent Company entered into placements with the reverse repurchase facility of
the BSP. As of September 30, 2017 and 2016, SPURA amounts to P
=232.0 million and
P
=136.0 million, respectively, bears interest at 3.0% per annum and has maturity period of three (3)
days. These SPURAs qualify as cash equivalents as of September 30, 2017 and 2016.

8. Available-for-Sale Financial Assets
As of September 30, 2017 and 2016, the Parent Company’s AFS financial assets consist of
investments in equity securities amounting to =
P0.95 million and =
P0.72 million, respectively.
Movements in net unrealized losses on AFS financial assets follow:
Balance at beginning of year
Fair value losses (gains) recognized in OCI

2017
P
=684,231
(235,776)
P
=448,455

2016
=593,343
P
90,888
=684,231
P

9. Loans and Receivables
This account consists of:
Consolidated
2017
Receivables from customers:
Lease contract receivables:
Lease contract receivables
Residual value of leased assets
Unearned lease income

2016

Parent Company
2017

2016

=4,892,370,205 P
=4,892,370,205
P
=5,335,164,679 P
=5,335,164,679 P
949,020,285
949,020,285
1,006,679,962
1,006,679,962
5,841,390,490
5,841,390,490
6,341,844,641
6,341,844,641
(434,662,207)
(434,662,207)
(529,905,195)
(529,905,195)
5,406,728,283
5,406,728,283
5,811,939,446
5,811,939,446

(forward)
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Notes receivable financed:
Commercial loans
Auto loans
Others
Unearned finance income:
Commercial loans
Auto loans
Others

Other receivables:
Receivables – trade
Receivables from employees
Others (Note 27)
Allowance for credit losses (Note 16)

Consolidated
2017

Parent Company
2017

2016

2016

=18,021,730,623 P
=18,021,730,623
P
=26,190,681,218 P
=26,190,681,218 P
8,130,937
8,130,937
7,705,444
7,705,444
4,265,188,285
4,265,188,285
4,565,556,961
4,565,556,961
30,763,943,623 22,295,049,845 30,763,943,623 22,295,049,845
(2,629,057,714) (1,756,039,435)
(789,010)
(872,518)
(489,026,091)
(540,271,129)
(3,170,201,361) (2,245,854,536)
27,593,742,262 20,049,195,309

(2,629,057,714) (1,756,039,435)
(789,010)
(872,518)
(489,026,091)
(540,271,129)
(3,170,201,361) (2,245,854,536)
27,593,742,262 20,049,195,309

101,678,661
12,767,410
139,203,323
12,197,661
9,449,364
8,244,825
12,295,399
10,436,086
21,198,458
7,467,582
18,792,757
11,277,885
132,326,483
28,479,817
170,291,479
33,911,632
(417,517,985)
(415,931,471)
(579,923,295)
(577,959,008)
=25,170,732,090 P
=25,068,471,938
P
=32,996,049,892 P
=32,861,634,332 P

Lease contract receivables, which are solely accounts of the Parent Company, are due in monthly
installments with terms ranging from one (1) to five (5) years. These are broken down as follows:
Gross investment in lease contract receivables
Lease contract receivables:
Due within 1 year
Due beyond 1 year but not beyond 5 years
Residual value of leased assets:
Due within 1 year
Due beyond 1 year but not beyond 5 years

Unearned lease income
Due within 1 year
Due beyond 1 year but not beyond 5 years
Net investment in lease contract receivables

2017

2016

=737,831,833
P
4,597,332,846
5,335,164,679

=568,182,669
P
4,324,187,536
4,892,370,205

318,418,623
688,261,339
1,006,679,962
6,341,844,641

305,734,891
643,285,394
949,020,285
5,841,390,490

74,403,419
455,501,776
529,905,195
=5,811,939,446
P

12,623,564
422,038,643
434,662,207
=5,406,728,283
P

The net investment in lease contract receivables is analyzed as follows:
Due within 1 year
Due beyond 1 year but not beyond 5 years

2017
P981,847,037
=
4,830,092,409
=5,811,939,446
P

2016
P861,293,996
=
4,545,434,287
=5,406,728,283
P

The notes receivable financed by contractual maturity dates is analyzed as follows:
Due within 1 year
Due beyond 1 year but not beyond 5 years

2017
P5,589,100,209
=
22,004,642,053
=27,593,742,262
P

2016
P4,234,494,509
=
15,814,700,800
=20,049,195,309
P
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- 36 Notes receivables financed - others mainly consists of personal loans and employee loans
collateralized by cars and appliances.
The effective interest rates of receivables from customers range from 6.0% to 10.0% in 2017 and
6.0% to 11.0% in 2016.
Of the total receivables from customers of the Group as of September 30, 2017 and 2016, 12.2% and
12.6%, respectively, are subject to periodic interest repricing. The remaining receivables from
customers earn annual fixed interest rates ranging from 6.0% to 9.0% in 2017 and 2016.
Receivables - trade represents primarily the receivables of the subsidiaries from their clients under the
operating lease arrangements and the reimbursable expenses of the Parent Company from its
customers.
BSP Reporting
The following table shows information relating to receivables from customers (excluding residual
value of leased assets, unearned lease and finance income) by collateral of the Parent Company:

Secured by:
Chattels
Title to leased properties
Securities
Real estate
Unsecured

2017
Amount

%

2016
Amount

%

P
=29,679,086,893
5,335,164,679
840,259,475
154,069,906
36,008,580,953
90,527,349
P
=36,099,108,302

82.2
14.8
2.3
0.4
99.7
0.3
100.0

P
=21,444,046,685
4,892,370,205
620,190,733
156,812,061
27,113,419,684
74,000,366
P
=27,187,420,050

78.9
18.0
2.3
0.6
99.7
0.3
100.0

As of September 30, 2017 and 2016, information on concentration of receivables from customers as
to economic activity of the Parent Company follows:

Wholesale and retail trade
Construction
Transportation, storage and communication
Agricultural, hunting and forestry
Manufacturing (various industries)
Mining and quarrying
Other community, social and personal activities
Real estate, renting and business activities
Financial intermediaries
Electricity, gas and water

2017
Amount
P
=17,474,726,548
7,857,686,010
3,800,539,571
3,333,505,902
1,585,238,257
792,264,479
562,228,494
523,821,061
134,142,386
34,955,594
P
=36,099,108,302

%
48.4
21.8
10.5
9.2
4.4
2.2
1.6
1.5
0.4
0.1
100.0

2016
Amount
P
=12,816,442,541
5,764,462,689
3,202,984,818
2,572,583,060
1,299,686,947
719,171,912
480,348,993
159,826,224
150,075,159
21,837,707
P
=27,187,420,050

%
47.1
21.2
11.8
9.5
4.8
2.6
1.8
0.6
0.6
0.1
100.0

The BSP considers that concentration of credit exists when total loan exposure to a particular industry
or economic sector exceeds 30.0% of total loan portfolio.
As of September 30, 2017 and 2016, the net nonperforming loans (NPLs) of the Parent Company
follow:
Total NPLs
Less NPLs fully covered by allowance
for credit losses

2017
=575,730,881
P

2016
=310,311,990
P

140,576,099
P435,154,782
=

18,234,385
=292,077,605
P
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- 37 As of September 30, 2017 and 2016, all NPLs of the Parent Company are secured with collaterals.
Generally, NPLs refer to loans whose principal and/or interest is unpaid for thirty (30) days or more
after due date or after they have become past due in accordance with existing BSP rules and
regulations. This shall apply to loans payable in lump sum and loans payable in quarterly, semiannual, or annual installments, in which case, the total outstanding balance thereof shall be considered
nonperforming.
In the case of receivables that are payable in monthly installments, the total outstanding balance
thereof shall be considered nonperforming when three (3) or more installments are in arrears. In the
case of receivables that are payable in daily, weekly, or semi-monthly installments, the total
outstanding balance thereof shall be considered nonperforming at the same time that they become
past due in accordance with existing BSP regulations, i.e., the entire outstanding balance of the
receivable shall be considered as past due when the total amount of arrearages reaches more than ten
percent (10.0%) of the total receivable balance. Restructured receivables that have arrearages of at
least one installment shall also be considered as NPLs.

10. Investments in Subsidiaries
The movements in the investments in subsidiaries of the Parent Company follow:
2016
(As restatedNote 2)

2017
Acquisition costs
OITDC*
ORC**
OALP***
OSC*
OIAI*
Balance at the end of the year
Accumulated share in net income
Balance at the beginning of the year
Share in net income during the year
Cash dividends
Balance at the end of the year
Accumulated share in other comprehensive income
Balance at the beginning of the year
Share in gain (loss) on remeasurement of
retirement plan
Balance at the end of the year

P244,000,000
=
234,312,500
100,000,000
600,000
150,000
579,062,500

P244,000,000
=
234,312,500
100,000,000
600,000
150,000
579,062,500

675,078,228
166,219,595
(49,000,000)
792,297,823

535,660,437
173,917,791
(34,500,000)
675,078,228

(7,907,061)

(8,736,179)

(2,056,656)
(9,963,717)
=1,361,396,606
P

829,118
(7,907,061)
=1,246,233,667
P

*

The principal place of business of OITDC, OSC and OIAI is at 21 st Floor, GT Tower International, Ayala Avenue corner
principal H.V. dela Costa Street, Makati City.
** The principal place of business of ORC is at 10 th Floor, GT Tower International, Ayala Avenue corner H.V. dela Costa
Street, Makati City.
*** The principal place of business of OALP is at 2185 F.B. Harrison St. corner M. Santos St., Pasay City.

The percentage of ownership of the Parent Company in these subsidiaries and their principal activities
are disclosed in Note 2.
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On June 15, 2015, the BOD and stockholders of OITDC approved the increase in OITDC’s
authorized capital stock from P
=32.0 million divided into 320,000 shares with par value per share of
P
=100.00 to =
P1.0 billion divided into 10,000,000 shares with par value per share of P
=100.00.
On August 3, 2015, the SEC approved the increase in authorized capital stock.
Out of the increase in the authorized capital stock, P
=242.0 million or 25% has been subscribed by the
Parent Company, of which P
=87.0 million was paid in cash on June 25, 2015. Subscription payable,
presented under “Accounts Payable and Other Liabilities”, amounting to P
=155.0 million remains
outstanding as of September 30, 2017 and 2016 (Note 18).
Cash dividends on investment in OIAI
Details of OIAI’s cash dividend distributions, approved by its respective BOD and recognized as
reduction in the cost of investment in OIAI by the Parent Company follow:
Date of Declaration

Dividend per Share

Total Amount

OIAI
November 29, 2016
October 29, 2015

P
=19,600
P
=13,800

P
=49,000,000
P
=34,500,000

Record Date

Payment Date

November 29, 2016
December 1, 2016
October 29, 2015 November 17, 2015

Unrecognized Share in Net Losses of OSC
The carrying amount of the Parent Company’s investment in OSC amounted to nil as of
September 30, 2017 and 2016.
Under the equity method, the Parent Company has stopped recognizing its share in net losses of OSC
amounting to =
P3.50 million and =
P0.40 million in 2017 and 2016, respectively. As of September 30,
2017 and 2016, the cumulative unrecognized share in net losses amounted to P
=3.9 million and
=
P0.40 million, respectively.

11. Property and Equipment
The composition of and movements in this account follow:
Consolidated
2017
Land
Cost
Balances at beginning of year
Additions
Disposals
Reclassification
Transfers (Note 13)
Balances at end of year
Accumulated Depreciation and
Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Transfers (Note 13)
Balances at end of year
Net Book Values

Buildings and
Improvements

Furniture,
Fixtures and
Equipment

Leasehold Construction in
Improvements
Progress

P
= 183,458,628
24,002
–
–
–
183,482,630

P
= 64,231,352
22,692,745
–
–
(266,898)
86,657,199

P
= 237,220,867
50,451,072
(29,979,267)
–
–
257,692,672

P
= 136,768,930
53,896,788
(5,851,659)
5,537,241
–
190,351,300

–
–
–
–
–
P
= 183,482,630

6,190,035
3,204,468
–
(368,422)
9,026,081
P
= 77,631,118

169,141,449
39,344,996
(22,833,069)
–
185,653,376
P
= 72,039,296

93,385,876
23,564,254
(375,524)
–
116,574,606
P
= 73,776,694

P
= 21,849,295
−
−
(5,537,241)
(16,312,054)
−
−
−
–
–
−
=
P−

Total
P
= 643,529,072
127,064,607
(35,830,926)
−
(16,578,952)
718,183,801
268,717,360
66,113,718
(23,208,593)
(368,422)
311,254,063
P
= 406,929,738
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2016

Cost
Balances at beginning of year
Additions
Disposals
Reclassification
Balances at end of year
Accumulated Depreciation and
Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Balances at end of year
Net Book Values

Furniture,
Fixtures and
Equipment

Leasehold
Improvements

Land

Building

=
P183,458,628
–
–
–
183,458,628

=
P30,143,089
25,565,162
–
8,523,101
64,231,352

=
P203,759,583
44,580,910
(11,119,626)
−
237,220,867

=
P108,535,601
28,233,329
−
−
136,768,930

–
–
–
–
=
P183,458,628

4,872,383
1,317,652
–
6,190,035
=
P58,041,317

138,362,583
39,061,786
(8,282,920)
169,141,449
=
P68,079,418

73,321,485
20,064,391
−
93,385,876
=
P43,383,054

Construction in
Progress
P
=8,523,101
21,849,295
−
(8,523,101)
21,849,295
−
−
–
−
=
P21,849,295

Total
=
P534,420,002
120,228,696
(11,119,626)
−
643,529,072
216,556,451
60,443,829
(8,282,920)
268,717,360
=
P374,811,712

Parent Company
2017
Furniture,
Fixtures
and Equipment
Cost
Balances at beginning of year
Additions
Disposals
Reclassification
Balances at end of year
Accumulated Depreciation and Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Balances at end of year
Net Book Values

Leasehold
Improvements

= 183,670,651
P
40,974,419
(29,004,842)
−
195,640,228

= 130,889,146
P
52,092,632
(5,476,135)
5,537,241
183,042,884

129,711,107
31,441,119
(21,858,645)
139,293,581
= 56,346,647
P

88,956,625
22,718,143
–
111,674,768
= 71,368,116
P

Construction in
Progress
= 5,537,241
P
−
−
(5,537,241)
−
−
−
−
−
=−
P

Total
= 320,097,038
P
93,067,051
(34,480,977)
−
378,683,112
218,667,732
54,159,262
(21,858,645)
250,968,349
= 127,714,763
P

Parent Company
2016
Furniture,
Fixtures
and Equipment
Cost
Balances at beginning of year
Additions
Disposals
Balances at end of year
Accumulated Depreciation and Amortization
Balances at beginning of year
Depreciation and amortization (Note 23)
Disposals
Balances at end of year
Net Book Values

Leasehold
Improvements

Construction in
Progress

P
=159,436,817
34,164,046
(9,930,212)
183,670,651

P
=103,143,707
27,745,439
−
130,889,146

=
P−
5,537,241
−
5,537,241

P
=262,580,524
67,446,726
(9,930,212)
320,097,038

105,332,843
31,839,870
(7,461,606)
129,711,107
P
=53,959,544

69,553,116
19,403,509
–
88,956,625
P
=41,932,521

−
−
−
−
P
=5,537,241

174,885,959
51,243,379
(7,461,606)
218,667,732
P
=101,429,306

Total

As of September 30, 2017 and 2016, the costs of the fully depreciated property and equipment still
being used in operations amounted to P
=92.8 million and P
=85.74 million, respectively, for the Group
and P
=78.8 million and P
=77.1 million, respectively, for the Parent Company.
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- 40 In 2017, net loss on sale of property and equipment included in ‘Gain on sale of properties – net’
under ‘Other income’ in the statements of income amounted to P
=1.3 million for both the Group and
Parent Company. In 2016, net gain on sale of property and equipment included under ‘Other income’
in the statements of income amounted to =
P1.7 million for the Group and =
P1.3 million for the Parent
Company (Note 21).

12. Equipment for Lease
The movements in the Group’s equipment for lease follow:
2016

2017
Cost
Balance at beginning of year
Additions
Disposals
Balance at end of year
Accumulated Depreciation
Balance at beginning of year
Depreciation (Note 23)
Disposals
Balance at end of year
Allowance for Impairment Losses (Note 16)
Net Book Value

P4,220,586,022
P
=4,845,023,361 =
1,058,558,418
1,557,828,211
(434,121,079)
(705,757,172)
4,845,023,361
5,697,094,400
1,982,567,600
2,501,176,263
890,737,294
974,585,422
(372,128,631)
(621,496,095)
2,501,176,263
2,854,265,590
2,000,000
−
P2,341,847,098
P
=2,842,828,810 =

Rental income on the lease of equipment included under ‘Leasing’ in the statements of income
amounted to =
P1.53 billion and P
=1.37 billion in 2017 and 2016, respectively.
Gains and losses on the sale of equipment for lease included in ‘Gain on sale of properties – net’
under ‘Other income’ in the statements of income amounted to P
=108.53 million and =
P72.53 million in
2017 and 2016, respectively, for the Group (Note 22).

13. Investment Properties
The composition of and movements in this account follow:

Cost
Balances at beginning and end of the year
Additions
Transfers (Note 11)
Balance at end of the year
Accumulated Depreciation
Balances at beginning of the year
Depreciation (Note 23)
Transfers (Note 11)
Balances at end of the year
Allowance for Impairment Losses (Note 16)
Net Book Values

Land

Consolidated
2017
Buildings

Total

P
=80,348,467
241,802,759
−
322,151,226

P
=520,200
77,388,436
16,578,952
94,487,588

P
=80,868,667
319,191,195
16,578,952
416,638,814

−
−
−
−
1,923,768
P
=320,227,458

163,396
2,189,695
368,422
2,721,513
−
P
=91,766,075

163,396
2,189,695
368,422
2,721,513
1,923,768
P
=411,993,533
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Cost
Balances at beginning and end of the year
Additions
Disposals
Balance at end of the year
Accumulated Depreciation
Balances at beginning of the year
Depreciation (Note 23)
Balances at end of the year
Allowance for Impairment Losses (Note 16)
Net Book Values

Land

Consolidated
2016
Buildings

Total

P
=69,733,000
10,615,467
−
80,348,467

P
=520,200
−
−
520,200

P
=70,253,200
10,615,467
−
80,868,667

−
−
−
1,923,768
P
=78,424,699

123,380
40,016
163,396
−
P
=356,804

123,380
40,016
163,396
1,923,768
P
=78,781,503

As of September 30, 2017 and 2016, the Parent Company’s investment property consists of land
amounting to P
=11.2 million, net of the allowance for impairment losses amounting to P=1.9 million.
In 2017, the Group purchased parcels of land and a building for a total acquisition costs amounting to
P
=319.2 million. The costs are allocated to the land and building components based on their relative
fair values at the date of acquisition. The allocated costs to the land and building amounted to
P
=241.8 million and P
=77.4 million, respectively.
In 2017, the Group transferred to investment properties the three warehouses with carrying amount
totaling to P
=16.2 million, which were previously classified as ‘Construction in progress’ under
‘Property and equipment’ as of September 30, 2016. The transfer is in view of the management’s
plans to lease out the warehouses to third parties. In 2017, the Group started leasing out these
warehouses to third parties.
Rental income on investment properties of the Group, included under “Leasing” in the statements of
income, amounted to =
P14.8 million and =
P3.3 million in 2017 and 2016, respectively. The Parent
Company does not earn rental income on its investment properties.

14. Prepaid Expenses
This account consists of:

Unused documentary stamps
Prepaid expenses
Prepaid income tax
Unused stationeries and supplies

Consolidated
2016
2017
P
=33,702,352
P
=30,278,703
15,407,644
24,910,323
−
14,187,584
602,789
4,831,371
P
=49,712,785
P
=74,207,981

Parent Company
2016
2017
P
=33,702,352
P
=30,278,703
6,701,220
15,190,652
−
−
602,789
4,831,371
P
=41,006,361
P
=50,300,726

Prepaid expenses include prepayments on insurance and rent. Prepaid insurance is recognized as
expense on a straight-line basis over the twelve-month period.
Prepaid income tax represents excess income tax payments which are eligible as future tax credits.
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15. Other Assets
This account consists of:

Deferred input VAT
Chattels – net
Deferred tax assets (Note 26)
Advances to a real estate company
Software – net
Local vehicle franchises - net of allowance
for impairment losses
Miscellaneous

Consolidated
2016
2017
P
=264,306,521
P
= 365,752,540
43,939,713
68,293,273
38,630,253
46,479,606
6,865,558
21,124,062
5,708,563
19,459,685
2,250,000
33,038,885
P
= 556,398,051

7,500,000
23,514,059
P
=390,464,667

Parent Company
2016
2017
=
P–
P
=–
43,939,713
68,293,273
–
–
6,865,558
21,124,062
–
–
–
22,608,656
P
= 112,025,991

–
18,292,933
P
=69,098,204

Deferred input VAT pertains to VAT paid on purchase of capital assets which will be realized on a
straight-line basis over 60 months.
Chattels - net represent the net book value of vehicles and equipment foreclosed by the Parent
Company due to the default in payment of its loan borrowers. The movements of the account follow:
2016

2017
Cost
Balance at beginning of year
Additions
Disposals
Balance at end of year
Accumulated Depreciation
Balance at beginning of year
Depreciation (Note 23)
Disposals
Balance at end of year
Allowance for Impairment Losses (Note 16)
Net Book Value

P
=72,701,613
142,886,233
(111,095,100)
104,492,746

=73,146,214
P
87,617,699
(88,062,300)
72,701,613

22,881,901
40,345,734
(33,934,411)
29,293,224
6,906,249
P
=68,293,273

23,011,281
30,861,243
(30,990,623)
22,881,901
5,879,999
=43,939,713
P

Gains and losses on the sale of chattels included in ‘Gain on sale of properties – net’ under ‘Other
income’ in the statements of income amounted to P
=12.4 million and =
P22.7 million in 2017 and 2016,
respectively, for the Group and the Parent Company (Note 22).
Pending execution of the deed of absolute sale and issuance of the certificate of title, the Group
recorded under ‘Advances to a real estate company’ the payments for the acquisition of a real estate
property. As of September 30, 2017 and 2016, total payments amounted to =
P21.1 million and =
P6.9
million, respectively.
The local vehicle franchises represent the payment made by OALPC to Bel Air Transit Services
Corp. (BATCO) for the three (3) the Certificates of Public Convenience granted to BATCO by the
Department of Transportation and Communications - Land Transportation Franchising and
Regulatory Board (LTFRB) to operate a tourist rent-a-car service and tourist chartered service for 300
units.
In 2017, the Group provided additional impairment losses amounting to =
P5.3 million. As of
September 30, 2017 and 2016, the allowance for impairment losses on local vehicle franchises
amounted to =
P12.8 million and =
P7.5 million, respectively (Note 16).
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The movements in ‘Software’ of the Group follow:
Cost
Balance at beginning of year
Additions
Balance at end of year
Accumulated Amortization
Balance at beginning of year
Amortization (Note 23)
Balance at end of year
Net Book Value

2017

2016

P
=6,168,285
14,519,811
20,688,096

=1,512,517
P
4,655,768
6,168,285

459,722
768,689
1,228,411
P
=19,459,685

–
459,722
459,722
=5,708,563
P

Miscellaneous assets include security and advance deposits on rent, spare parts, supplies inventory
and receivables from BIR.

16. Allowance for Credit and Impairment Losses
Changes and breakdown of allowance for credit and impairment losses follow:
Consolidated
2017
Balances at beginning of year:
Loans and receivables:
Lease contract receivables
Notes receivable financed
Other receivables
Local vehicle franchise (Note 15)
Equipment for lease (Note 12)
Investment properties (Note 13)
Other assets
Provision for credit and impairment
losses (Note 23)
Accounts written-off
Reversal of allowance on disposals of chattels and
equipment for lease
Balances at end of year:
Loans and receivables (Note 9):
Lease contract receivables
Notes receivable financed
Other receivables
Local vehicle franchise (Note 15)
Equipment for lease (Note 12)
Investment properties (Note 13)
Other assets (Note 15)

2016

Parent Company
2017

2016

P
=72,155,983
343,775,488
1,586,514
417,517,985
7,500,000
2,000,000
1,923,768
16,112,898
445,054,651

P
=89,809,290
263,924,029
1,195,961
354,929,280
7,500,000
2,000,000
1,923,768
18,749,550
385,102,598

P
=72,155,983
343,775,488
−
415,931,471
−
−
1,923,768
5,879,999
423,735,238

P
=89,809,290
263,924,029
−
353,733,319
−
−
1,923,768
8,516,651
364,173,738

234,116,500
(64,077,565)

102,935,235
(39,334,030)

228,050,292
(63,639,130)

102,512,500
(39,301,848)

(3,357,375)
166,681,560

(3,649,152)
59,952,053

(1,357,375)
163,053,787

(3,649,152)
59,561,500

153,618,863
424,340,145
1,964,287
579,923,295
12,750,000
−
1,923,768
17,139,148
P
=611,736,211

72,155,983
343,775,488
1,586,514
417,517,985
7,500,000
2,000,000
1,923,768
16,112,898
P
=445,054,651

153,618,863
424,340,145
−
577,959,008
−
−
1,923,768
6,906,249
P
=586,789,025

72,155,983
343,775,488
−
415,931,471
−
−
1,923,768
5,879,999
P
=423,735,238
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Loans and receivables
Local vehicle franchise
Other assets

Consolidated
2017
2016
P
=226,482,875
P
=101,922,735
5,250,000
−
2,383,625
1,012,500
P
=234,116,500
P
=102,935,235

Parent Company
2017
2016
P
=225,666,667
P
=101,500,000
−
−
2,383,625
1,012,500
P
=228,050,292
P
=102,512,500

A reconciliation of the allowance for credit and impairment losses by class of receivables from
customers follows:
Consolidated
2017

Balances at beginning of year
Provision during the year
Accounts written-off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
= 72,155,983
83,616,787
(2,153,909)
P
= 153,618,861

Commercial
loans
P
= 227,880,987
110,371,820
(48,837,287)
P
= 289,415,520

P
= 110,771,906
42,846,955
P
= 153,618,861

P
= 136,888,926
152,526,594
P
= 289,415,520

P
= 261,798,562

P
= 888,840,184

Auto loans
P
= 548,529
55,391
−
P
= 603,920

Others
P
= 116,932,486
32,438,877
(13,086,369)
P
= 136,284,994

Total
P
= 417,517,985
226,482,875
(64,077,565)
P
= 579,923,295

P
= 68,698
535,222
P
= 603,920

P
= 39,220,093
97,064,901
P
= 136,284,994

P
= 286,949,623
292,973,672
P
= 579,923,295

P
= 160,931

P
= 231,106,502

P
= 1,381,906,179

Consolidated
2016

Balances at beginning of year
Provision during the year
Accounts written-off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
=89,809,290
(11,000,000)
(6,653,307)
P
=72,155,983

Commercial
loans
P
=157,912,893
81,239,129
(11,271,035)
P
=227,880,987

Auto loans
P
=537,406
52,911
(41,788)
P
=548,529

Others
P
=106,669,691
31,630,695
(21,367,900)
P
=116,932,486

Total
P
=354,929,280
101,922,735
(39,334,030)
P
=417,517,985

P
=45,006,243
27,149,740
P
=72,155,983

P
=112,514,422
115,366,565
P
=227,880,987

P
=73,281
475,248
P
=548,529

P
=43,222,344
73,710,142
P
=116,932,486

P
=200,816,290
216,701,695
P
=417,517,985

P
=231,751,409

P
=575,671,896

P
=160,931

P
=189,168,514

P
=996,752,750

Others
P
= 115,345,972
31,622,669
(12,647,934)
P
= 134,320,707

Total
P
= 415,931,471
225,666,667
(63,639,130)
P
= 577,959,008

Parent Company
2017

Balances at beginning of year
Provision during the year
Accounts written off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
= 72,155,983
83,616,787
(2,153,909)
P
= 153,618,861

Commercial
loans
P
= 227,880,987
110,371,820
(48,837,287)
P
= 289,415,520

P
= 110,771,906
42,846,955
P
= 153,618,861

P
= 136,888,926
152,526,594
P
= 289,415,520

P
= 68,698
535,222
P
= 603,920

P
= 39,220,093
95,100,614
P
= 134,320,707

P
= 286,949,623
291,009,385
P
= 577,959,008

P
= 261,798,562

P
= 888,840,184

P
= 160,931

P
= 231,106,502

P
= 1,381,906,179

Auto loans
P
= 548,529
55,391
−
P
= 603,920
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2016

Balances at beginning of year
Provision during the year
Accounts written off
Balances at end of year
Individual impairment
Collective impairment

Gross amount of loans individually
determined to be impaired

Lease contract
Receivables
P
=89,809,290
(11,000,000)
(6,653,307)
P
=72,155,983

Commercial
loans
P
=157,912,893
81,239,129
(11,271,035)
P
=227,880,987

Auto loans
P
=537,406
52,911
(41,788)
P
=548,529

Others
P
=105,473,730
31,207,960
(21,335,718)
P
=115,345,972

Total
P
=353,733,319
101,500,000
(39,301,848)
P
=415,931,471

P
=45,006,243
27,149,740
P
=72,155,983

P
=112,514,422
115,366,565
P
=227,880,987

P
=73,281
475,248
P
=548,529

P
=43,222,344
72,123,628
P
=115,345,972

P
=200,816,290
215,115,181
P
=415,931,471

P
=231,751,409

P
=575,671,896

P
=160,931

P
=189,168,514

P
=996,752,750

17. Bills Payable
This account consists of deposit substitutes and bank borrowings (net of debt transaction costs), as
follows:

Deposit substitutes
Bank borrowings

Consolidated
2016
2017
=18,755,738,031
P
=19,913,212,874 P
6,106,211,512
13,600,832,727
=24,861,949,543
P
=33,514,045,601 P

Parent Company
2016
2017
=18,888,893,442
P
=19,979,382,590 P
4,349,272,594
11,084,535,270
=23,238,166,036
P
=31,063,917,860 P

The details of debt transaction costs follow:

Deposit substitutes
Bank borrowings

Consolidated
2016
2017
P
=14,844,456
P
=14,867,378
13,174,072
23,113,740
P
=28,018,528
P
=37,981,118

Parent Company
2016
2017
P
=14,844,456
P
=14,867,378
12,753,568
17,612,311
P
=27,598,024
P
=32,479,689

Deposit substitutes have annual interest rates ranging from 1.1% to 3.1% in 2017 and from 1.1% to
3.16% in 2016 and generally, have tenor of 15 days to 2 years.
Bills payable include also unsecured loans payable to various banks and lenders with annual interest
rates ranging from 1.3% to 6.0% in 2017 and from 1.1% to 6.0% in 2016 for peso-denominated bills
payable and from 2.2% to 2.6% in 2017 and from 1.6% to 2.6% in 2016 for USD-denominated bills
payable. These bank borrowings generally have tenors of 22 days to 3 years.
Interest expense on bills payable (including amortization of debt transaction costs) follows:

Deposit substitutes
Bank borrowings

Consolidated
2016
2017
P
=409,369,683
P
=512,222,540
245,232,121
342,585,462
P
=654,601,804
P
=854,808,002

Parent Company
2016
2017
P
=411,089,728
P
=512,807,528
176,494,138
262,194,115
P
=587,583,866
P
=775,001,643
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18. Accounts Payable and Other Liabilities
This account consists of:

Accounts payable (Note 27)
Retirement liability (Note 24)
Deferred income
Accrued expenses
Accrued interest payable (Note 27)
Advance rental
Withholding tax payable
Value-added tax payable
Subscription payable (Note 10)
Others

Consolidated
Parent Company
2016
2016
2017
2017
=1,169,246,000
P
=908,892,273
P
=1,216,956,083 P
P
=931,882,930
81,440,347
71,906,106
112,753,116
98,967,014
101,812,840
8,441,163
110,893,113
1,487,395
72,225,481
44,030,817
90,893,317
45,585,606
50,168,247
47,541,270
66,979,250
60,819,669
16,295,442
8,014,987
24,188,220
19,607,973
16,141,527
15,813,585
23,114,496
21,034,753
1,371,274
−
3,617,834
−
−
155,000,000
−
155,000,000
20,087,673
13,871,310
35,162,476
19,389,490
=1,528,788,831 P
=1,273,511,511
P
=1,684,557,905 P
=1,353,774,830 P

19. Deposits on Lease Contracts
Deposits on lease contracts consist of deposits from lessees under operating leases and customers of
finance lease receivables to serve as security for the prompt and faithful performance of the terms and
conditions of the contracts. For finance lease, such deposits are applied as lease payments at the end
of the lease term subject to the terms and conditions of the contract. For operating leases, the deposit
shall be refunded to the lessee at the termination of the least without any interest, net of amounts
which may be due to the Group under the terms of the lease of the contract.
The breakdown of deposits on finance and operating leases by contractual settlement dates follows:
Consolidated/Parent Company
2015
2016
Finance Leases
Due within one year
Due beyond one year
Operating Leases
Due within one year
Due beyond one year
Total

P
=465,116,177
839,805,267
1,304,921,444

=410,418,477
P
815,257,998
1,225,676,475

50,515,702
37,355,397
87,871,099
P
=1,392,792,543

12,815,943
60,020619
72,836,562
=1,298,513,037
P
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The following tables show the assets and liabilities as of September 30, 2017 and 2016 analyzed
according to when they are expected to be recovered or settled within one year and beyond one year
from the reporting date:
Consolidated

Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables
Nonfinancial Assets
Property and equipment
Equipment for lease
Investment properties
Prepaid expenses
Other assets
Less: Allowance for credit and
impairment losses
Financial Liabilities
Bills payable
Deposits on lease contracts
Accounts payable and other liabilities
Nonfinancial Liabilities
Accounts payable and other liabilities
Income tax payable
Deferred tax liabilities

Total

Due Within
One Year

2016
Due Beyond
One Year

Total

=
P–
–

P
= 326,043,576
6,120,819,739

=
P425,282,614
4,827,782,576

=
P–
–

=
P425,282,614
4,827,782,576

232,000,000
–
6,741,238,725
13,420,102,040

−
953,866
26,834,734,462
26,835,688,328

232,000,000
953,866
33,575,973,187
40,255,790,368

136,025,249
–
5,228,114,990
10,617,205,429

−
718,090
20,360,135,085
20,360,853,175

136,025,249
718,090
25,588,250,075
30,978,058,604

–
–
–
74,207,981
43,694,639
117,902,620

406,929,738
2,842,828,810
413,917,301
–
542,592,560
4,206,268,409

406,929,738
2,842,828,810
413,917,301
74,207,981
586,287,199
4,324,171,029

–
–
–
49,712,785
13,816,192
63,528,977

374,811,712
2,343,847,098
80,705,271
–
400,261,373
3,199,625,454

374,811,712
2,343,847,098
80,705,271
49,712,785
414,077,565
3,263,154,431

–
P
= 13,538,004,660

–
P
= 31,041,956,737

611,736,211
P
= 43,968,225,186

–
=
P10,680,734,406

–
=
P23,560,478,629

445,054,651
=
P33,796,158,384

P
= 30,048,091,814
515,631,879
1,407,533,228
31,971,256,921

P
= 3,465,953,787
877,160,664
2,457,898
4,345,572,349

P
= 33,514,045,601
1,392,792,543
1,409,991,126
36,316,829,270

=
P21,870,201,168
423,234,420
1,429,835,684
23,723,271,272

=
P2,991,748,375
875,278,617
−
3,867,026,992

=
P24,861,949,543
1,298,513,037
1,429,835,684
27,590,298,264

50,920,550
359,363,825
−
410,284,375
P
= 32,381,541,296

223,646,229
–
272,212,090
495,858,319
P
= 4,841,430,668

274,566,779
359,363,825
272,212,090
906,142,694
P
= 37,222,971,964

17,512,800
275,813,629
−
293,326,429
=
P24,016,597,701

81,440,347
–
299,533,992
380,974,339
=
P4,248,001,331

98,953,147
275,813,629
299,533,992
674,300,768
=
P28,264,599,032

Due Within
One Year

2017
Due Beyond
One Year

Total

Due Within
One Year

2016
Due Beyond
One Year

Total

P
= 227,724,988
6,120,819,739

=
P–
–

P
= 227,724,988
6,120,819,739

=
P341,214,984
4,827,782,576

=
P–
–

=
P341,214,984
4,827,782,576

232,000,000
–
6,604,858,878
13,185,403,605

−
953,866
26,834,734,462
26,835,688,328

232,000,000
953,866
33,439,593,340
40,021,091,933

136,025,249
–
5,124,268,322
10,429,291,131

−
718,090
20,360,135,087
20,360,853,177

136,025,249
718,090
25,484,403,409
30,790,144,308

–
–
–
50,300,726
–
50,300,726

1,361,396,606
127,714,763
13,113,867
–
118,932,240
1,621,157,476

1,361,396,606
127,714,763
13,113,867
50,300,726
118,932,240
1,671,458,202

–
–
–
41,006,361
–
41,006,361

579,062,500
101,429,306
13,113,867
–
74,978,203
768,583,876

579,062,500
101,429,306
13,113,867
41,006,361
74,978,203
809,590,237

–
P
= 13,235,704,331

–
P
= 28,456,845,804

586,789,025
P
= 41,105,761,110

–
=
P10,470,297,492

–
=
P20,974,437,053

423,735,238
=
P31,175,999,307

P
= 28,379,611,820
465,116,177
1,055,219,797
29,899,947,794

P
= 2,684,306,040
839,805,267
157,457,898
3,681,569,205

P
= 31,063,917,860
1,304,921,444
1,212,677,695
33,581,516,999

=
P20,283,644,731
410,418,477
1,031,445,000
21,725,508,208

=
P2,954,521,305
815,257,998
155,000,000
3,924,779,303

=
P23,238,166,036
1,225,676,475
1,186,445,000
25,650,287,511

42,130,121
359,363,825
−
401,493,946
P
= 30,301,441,740

98,967,014
–
272,030,556
370,997,570
P
= 4,052,566,775

141,097,135
359,363,825
272,030,556
772,491,516
P
= 34,354,008,515

15,160,405
274,852,548
−
290,012,953
=
P22,015,521,161

71,906,106
–
298,740,349
370,646,455
=
P4,295,425,758

87,066,511
274,852,548
298,740,349
660,659,408
=
P26,310,946,919

Due Within
One Year

2017
Due Beyond
One Year

P
= 326,043,576
6,120,819,739

Parent Company

Financial Assets
Cash and cash equivalents
Due from BSP
Securities Purchased Under Resale
Agreements
AFS financial assets
Loans and receivables
Nonfinancial Assets
Investments in subsidiaries
Property and equipment
Investment properties
Prepaid expenses
Other assets
Less: Allowance for credit and
impairment losses
Financial Liabilities
Bills payable
Deposits on lease contracts
Accounts payable and other liabilities
Nonfinancial Liabilities
Accounts payable and other liabilities
Income tax payable
Deferred tax liabilities
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Capital Stock
Capital stock as of September 30, 2017 and 2016 consists of:
2016

2017
Shares
Common - P
=100 par value:
Authorized
Issued and outstanding:
Balance at beginning of year
Stock dividends
Balance at end of year

Shares

Amount

Amount

50,000,000 P
=5,000,000,000

50,000,000 P
=5,000,000,000

29,964,249 2,996,424,900
5,992,850
599,285,000
35,957,099 P
=3,595,709,900

18,971,399 1,897,139,900
10,992,850 1,099,285,000
29,964,249 P
=2,996,424,900

On March 30, 2016, the BOD and the stockholders approved the increase in authorized capital stock
from =
P2.5 billion divided into 25.00 million shares with par value of =
P100.00 per share to
P
=5.0 billion divided into 50.00 million shares with par value of P
=100.00 per share.
On May 31, 2016, the Securities and Exchange Commission (SEC) approved the increase in
authorized capital stock.
Retained Earnings
Details of the Parent Company’s stock dividend distributed follow:
Date of Declaration
October 26, 2016
March 30, 2016
October 28, 2015

Total Amount
Record Date
=599,285,000
P
October 26, 2016
625,000,000 September 30, 2015
474,285,000
October 28, 2015

Distribution Date
January 31, 2017
May 31, 2016
January 31, 2016

Capital Management
The primary objective of the Group’s capital management is to ensure that it complies with externally
imposed capital requirements and it maintains strong credit ratings and healthy capital ratios in order
to support its business and to maximize shareholders’ value.
The Group manages its capital structure and makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of its activities. In order to maintain or adjust the
capital structure, the Group may adjust the amount of dividend payment to shareholders, return
capital structure, or issue capital securities. No changes were made in the objectives, policies and
processes from the previous years.
The Group and its individual regulatory operations have complied with all externally imposed capital
requirements throughout the period.
Regulatory Capital
Under existing BSP regulations, the determination of the Parent Company’s compliance with
regulatory requirements and ratios is based on the amount the Parent Company’s unimpaired capital
reported to the BSP, determined on the basis of regulatory accounting policies, which differ from
PFRS in some aspects.
On January 15, 2013, BSP issued Circular No. 781 for the implementing guidelines on the revised
risk-based capital adequacy framework particularly on the minimum capital and disclosure
requirements for the Philippine banking system in accordance with the Basel III standards.
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subsidiary banks and QBs. The risk-based capital ratio of a bank, expressed as a percentage of a
qualifying capital to risk weighted assets, shall not be less than ten percent (10%) for both solo basis
(head office plus branches) and consolidated basis (parent bank plus subsidiary financial allied
undertakings, but excluding insurance companies). Other minimum capital ratios include Common
Equity Tier 1 and Tier 1 capital ratios of 6.00% and 7.50%, respectively. A capital conservation
buffer of 2.50%, comprised of CET1 capital, shall likewise be imposed. This circular became
effective beginning on January 1, 2014.
The Group has taken into consideration the impact of this new circular to ensure compliance with the
regulatory requirements and capital ratios.
The following table sets the regulatory capital of the Parent Company, as reported to BSP, as at
September 30, 2017 and 2016:

Total qualifying capital

2017

2016

P
=5,739,980,208

P
=4,699,302,875

Credit risk - weighted assets
Operational risk - weighted assets

P28,271,868,336
P
=37,561,033,445 =
3,297,593,750
3,862,394,834

Total risk-weighted assets

=31,569,462,086
P
=41,423,428,279 P

Common equity tier 1 ratio
Tier 1 capital ratio
Total capital adequacy ratio

13.1%
13.1%
13.9%

14.1%
14.1%
14.9%

Regulatory capital consists of Tier 1 capital, which comprises share capital, retained earnings
including current year profit, less deferred income tax. Certain adjustments are made in PFRS-based
results and reserves, as prescribed by the BSP. The other component of regulatory capital is Tier 2
capital, which includes general loan loss provision (limited to 1.0% of credit risk weighted assets).
Under Republic Act (RA) No. 8556, Financing Company Act, the Parent Company is required to
maintain the following capital requirements:
(a) Minimum paid-up capital of P
=10.00 million; and
(b) Additional capital requirements for each branch of =
P1.00 million for branches established in
Metro Manila, =
P0.50 million for branches established in other classes of cities and
=
P0.25 million for branches established in municipalities.
In 2017 and 2016, the Parent Company was in compliance with this minimum paid-up capital.
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22. Other Income
This account consists of:

Service charges, fees and commission income
Gain on sale of properties – net
Penalty charges
Recovery on written-off receivables and
charged-off assets
Interest income from deposits (Notes 5 and 27)
Losses on initial recognition of other assets chattels (Note 15)
Miscellaneous

Consolidated
2016
2017
P
=139,706,415
P
=168,710,098
96,847,200
119,540,400
50,083,623
67,500,007
12,601,064
3,697,670
(4,340,402)
83,368,974
P
=451,077,811

16,582,468
2,117,425
(1,528,105)
81,586,239
P
=385,395,265

Parent Company
2016
2017
P
=44,247,158
P
=40,139,068
23,983,055
11,013,448
49,563,706
67,253,745
12,601,064
3,583,931
(4,340,402)
82,060,883
P
=212,311,737

16,582,468
1,913,400
(1,528,105)
58,990,464
P
=193,752,146

Miscellaneous includes excess of notarial fee, chattel mortgage fee and unclaimed excess guaranty
deposits.
Breakdown of gain (loss) on sale of properties – net is as follows:

Equipment for lease (Note 12)
Other assets - chattels (Note 15)
Property and equipment (Note 11)

Consolidated
2016
2017
P
=72,525,103
P
=108,526,952
22,659,936
12,351,341
1,662,161
(1,337,893)
P
=96,847,200
P
=119,540,400

Parent Company
2016
2017
=
P−
P
=−
22,659,936
12,351,341
1,323,119
(1,337,893)
P
=23,983,055
P
=11,013,448

Consolidated
2016
2017
P
=982,542,104
P
=1,084,003,258

Parent Company
2016
2017
P
=82,104,622
P
=94,504,996

23. General and Administrative Expenses
This account consists of:

Depreciation and amortization
Compensation and employees’
benefits (Note 24 and Note 27)
Taxes and licenses (Note 31)
Provision for credit and impairment
losses (Note 16)
Rent, light and water (Note 25)
Repairs
Outside services
Insurance
Communication
Stationery and supplies
Fuel and lubricants
Litigation
Management and other professional fees
Traveling
Meetings and conferences
Entertainment, amusement and recreation (EAR)
Advertising
Membership fees and dues
Miscellaneous

611,903,649
238,181,676

484,084,033
207,955,541

532,177,288
209,995,189

419,096,747
179,682,238

102,935,235
102,512,500
234,116,500
228,050,292
99,827,283
88,137,296
133,307,735
116,944,488
87,437,920
10,157,737
133,010,874
14,545,714
105,798,234
26,975,053
111,736,482
31,920,894
64,150,022
4,303,878
71,270,205
4,483,586
33,842,128
30,083,014
38,527,959
32,435,446
18,812,142
15,600,222
21,024,951
17,180,351
16,532,927
8,341,853
18,541,837
10,689,426
17,226,618
17,193,939
17,635,743
17,635,743
20,409,388
18,377,674
14,924,898
13,351,110
13,719,561
10,470,751
12,586,454
8,891,346
7,284,186
7,163,993
6,958,623
6,773,748
6,365,802
6,102,959
6,629,161
6,336,117
14,241,203
13,712,455
935,893
729,963
576,731
571,031
561,389
521,664
40,885,084
26,752,111
77,618,847
35,753,465
=2,324,626,142 P
=1,067,340,073
P
=2,833,476,134 P
=1,382,920,826 P
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magazines, bank charges, fines, penalties and other charges.
The details of depreciation and amortization follow:
Consolidated
2016
2017
P
=890,737,294
P
=974,585,422
60,443,829
66,113,718
30,861,243
40,345,734
40,016
2,189,695
459,722
768,689
P
=982,542,104
P
=1,084,003,258

Equipment for lease (Note 12)
Property and equipment (Note 11)
Other assets - chattels (Note 15)
Investment properties (Note 13)
Miscellaneous assets (Note 15)

Parent Company
2016
2017
=
P−
P
=−
51,243,379
54,159,262
30,861,243
40,345,734
−
−
−
−
P
=82,104,622
P
=94,504,996

24. Retirement Plan
The Parent Company, OALPC and ORC have funded and noncontributory defined benefit retirement
plan providing for retirement, death or disability benefits (administered by a retirement committee
with a local bank as trustee) covering all regular employees. Under the respective retirement plan, all
covered officers and employees are entitled to cash benefits after satisfying certain age and service
requirements. Actuarial valuations are made at least every two years.
The cost of defined benefit retirement plans as well as the present value of the benefit obligation is
determined using actuarial valuations. The actuarial valuation involves making various assumptions.
The principal assumptions used are shown below:
Parent Company
2016
2015
2017
Discount rate
At January 1
At December 31
Future salary increases
Average remaining working life

4.55%
5.40%
8.00%
27

4.66%
4.55%
8.00%
27

5.50%
4.66%
8.00%
27

2017

OALPC
2016

2015

2017

ORC
2016

2015

3.89%
4.84%
8.00%
12

4.59%
3.89%
8.00%
14

4.92%
4.59%
8.00%
13

5.36%
5.40%
8.00%
22

5.56%
5.36%
8.00%
22

5.33%
5.56%
8.00%
22

The average duration of the retirement liability in 2017 for the Parent Company, OALP and ORC are
13.2, 10.2 and 13.5 years, respectively.
The details of the Group’s and the Parent Company’s net retirement liability included under
‘Accounts payable and other liabilities’ as of September 30, 2017 and 2016 are as follows:
Consolidated

Present value of the defined benefit obligation
Fair value of plan assets

2017
P394,213,747
=
281,460,631
=112,753,116
P

2016
P322,781,664
=
241,341,317
=81,440,347
P

Parent Company

Present value of the defined benefit obligation
Fair value of plan assets

2017
P336,636,947
=
237,669,933
=98,967,014
P

2016
P274,229,537
=
202,323,431
=71,906,106
P
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recognized in the statements of financial position follow:
Consolidated

Balance at beginning of year
Current service cost
Interest cost
Remeasurement (gains) losses:
Actuarial losses (gains) arising from:
changes in financial assumptions
experience adjustment
Benefits paid
Balance at end of year

2017
=322,781,664
P
53,448,066
14,719,887

2016
=274,147,873
P
36,072,554
12,923,489

(43,366,194)
51,637,811
(5,007,487)
=394,213,747
P

6,661,900
(4,881,983)
(2,142,169)
=322,781,664
P

Parent Company

Balance at beginning of year
Current service cost
Interest cost
Remeasurement (gains) losses:
Actuarial losses (gains) arising from:
changes in financial assumptions
experience adjustment
Benefits paid
Balance at end of year

2017
=274,229,537
P
46,438,152
12,477,444

2016
=230,844,389
P
30,383,020
10,757,349

(40,453,941)
48,441,835
(4,496,080)
=336,636,947
P

4,139,683
(734,349)
(1,160,555)
=274,229,537
P

Changes in fair value of plan assets are as follows:
Consolidated

Balance at beginning of year
Contributions
Interest income
Remeasurement gain (loss)
Benefits paid
Balance at end of year

2017
P
=241,341,317
46,220,000
11,936,556
(13,029,755)
(5,007,487)
P
=281,460,631

Balance at beginning of year
Contributions
Interest income
Remeasurement gain (loss)
Benefits paid
Balance at end of year

2017
P
=202,323,431
40,200,000
10,017,980
(10,375,398)
(4,496,080)
P
=237,669,933

2016
P
=190,908,758
42,188,000
9,952,853
433,875
(2,142,169)
P
=241,341,317

Parent Company

2016
P
=159,389,064
35,004,000
8,216,083
874,839
(1,160,555)
P
=202,323,431
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Cash and cash equivalents
Accrued interest and other receivables
Debt instruments
Government securities
Private securities
Equity instruments
Financial intermediaries
Transportation, storage and
communication
Real estate, renting and
business activities
Food and beverage
Electricity, gas and water
Wholesale and Retail
Construction
Mining and quarrying
Fair value of plan assets

Consolidated
2016
2017
P
=23,954,105
P
= 45,634,880
1,880,720
1,073,895

Parent Company
2016
2017
P
=23,632,605
P
= 42,437,295
825,374
911,769

160,690,624
17,265,740

150,521,686
26,558,124

132,352,119
17,265,740

127,873,587
19,655,054

40,927,389

22,101,220

31,044,157

16,308,199

7,078,900

6,680,450

4,922,900

4,383,600

3,414,106
2,466,392
2,214,425
208,600
−
485,680
P
= 281,460,631

2,974,165
2,816,520
2,193,867
544,000
387,500
728,960
P
=241,341,317

3,414,106
2,466,392
2,161,175
208,600
−
485,680
P
= 237,669,933

2,974,165
2,816,520
2,193,867
544,000
387,500
728,960
P
=202,323,431

The Group’s plan assets are carried at fair value. All equity and debt instruments held have quoted
prices in active market. The fair value of cash and cash equivalents, accrued interest and other
receivables approximates carrying amount due to the short-term nature of these accounts.
The Group’s plan assets include investments in shares of MBTC, the ultimate Parent Company, and
GT Capital Holdings, Inc., the company having significant influence over MBTC, with fair values
amounting to P
=1.15 million (13,262 shares) and =
P1.02 million (880 shares), respectively.
The retirement expense included in ‘Compensation and employees’ benefits’ under ‘General and
administrative expenses’ of the Group and the Parent Company follow:

Current service cost
Net interest cost, including interest on the
effect the asset ceiling
Retirement expense

Consolidated
2016
2017
P
=36,072,554
P
=53,448,066
2,783,331
P
=56,231,397

2,970,636
P
=39,043,190

Parent Company
2016
2017
P
=30,383,020
P
=46,438,152
2,459,464
P
=48,897,616

2,541,266
P
=32,924,286

The amounts of defined benefit costs that are included in other comprehensive income related to
remeasurements of retirement plan follow:
Consolidated
Balance at beginning of the year
Remeasurement loss (gain) during the year
Income tax effect (Note 25)
Share in retirement losses (gains) on
remeasurement of retirement plan of
subsidiaries during the year (Note 10)
Balance at end of the year

Parent Company

2017
P
=64,678,824
21,301,372
(6,390,412)
14,910,960

2016
P
=63,736,595
1,346,042
(403,813)
942,229

2017
P
=64,678,824
18,363,292
(5,508,988)
12,854,304

2016
(As restated)
P
=63,736,595
2,530,496
(759,149)
1,771,347

−
P
=79,589,784

−
P
=64,678,824

2,056,656
P
=79,589,784

(829,118)
P
=64,678,824
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significant assumption on the present value of defined benefit obligation (PBO) as of
September 30, 2017 assuming all other assumptions were held constant.

Discount rates

Increase (Decrease) in PBO
Consolidated
Parent Company
Possible
Increase)
Possible
Increase)
fluctuations
(decrease)
fluctuations
(decrease)
+100 basis points
(bps)
(P
= 46,729,265)
+100 bps
(40,357,083)
-100 bps
55,751,113
-100 bps
48,267,908

Salary increase rate

+100 bps
-100 bps

49,646,306
(42,849,859)

+100 bps
-100 bps

43,037,228
(37,054,221)

25. Lease Contracts
As Lessee
The Group and Parent Company lease its office premises and parking spaces for a period ranging
from one (1) to five (5) years renewable by mutual agreement of the parties at the end of the term of
the lease. Rental expense included in ‘Rent, light and water’ under ‘General and administrative
expenses’ in the statements of income amounted to P
=114.5 million and =
P95.5 million in 2017 and
2016, respectively, for the Group, and =
P102.2 million and =
P75.0 million, respectively, for the Parent
Company.
Future minimum rental payments under non-cancelable operating leases are as follows:

Within one year
After one year but not more than five years

Consolidated
2016
2017
P
=60,807,502
P
=83,478,945
89,943,901
123,414,374
P
=150,751,403
P
=206,893,319

Parent Company
2016
2017
P
=48,265,851
P
=70,748,834
65,315,335
89,358,084
P
=113,581,186
P
=160,106,918

As Lessor
The Group’s operating lease contracts generally have lease terms ranging from one (1) to five (5)
years. Operating lease income included under ‘Leasing’ in 2017 and 2016 amounted to
P
=1.53 billion and =
P1.38 billion, respectively.
The future aggregate minimum rentals receivable under operating lease follows:

Within one year
After one year but not more than five years

OALPC
2016
2017
P43,533,605
P
= 35,433,990 =
27,921,558
22,726,631
P71,455,163
P
= 58,160,621 =

ORC
2016
2017
=1,435,199,618
P
= 1,759,493,001 P
1,860,429,738
1,605,764,933
=3,295,629,356
P
= 3,365,257,934 P

OITDC
2016
2017
P
=1,946,008
P
= 5,999,934
9,730,040
8,475,360
=
P11,676,048
P
= 14,475,294
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26. Income Taxes
Provision for income tax consists of:
Consolidated
2017
Current:
RCIT
Final tax
Deferred

P
=543,943,540
744,841
544,688,381
(28,780,843)
P
=515,907,538

2016

P
=455,272,182
745,611
456,017,793
(1,370,607)
P
=454,647,186

Parent Company
2017
P
=462,855,920
606,158
463,462,078
(21,200,805)
P
=442,261,273

2016

P
=370,492,771
382,066
370,874,837
18,373,374
P
=389,248,211

Provision for deferred tax credited directly to OCI during the year for the Group and Parent Company
follows:

Remeasurement losses on retirement plan

Consolidated
2016
2017
P
=403,813
P
=6,390,412

Parent Company
2016
2017
P
=759,148
P
=5,508,988

Under Philippine tax laws, the Parent Company is subject to percentage and other taxes (presented as
‘Taxes and licenses’ under ‘General and administrative expense’ in the statement of income) as well
as income taxes. Percentage and other taxes paid consist principally of gross receipts tax and
documentary stamp taxes. Income taxes include corporate income tax, as discussed below, and
20.0% final taxes paid, which is a final withholding tax on gross interest income from deposit
substitutes.
Republic Act (RA) No. 9337, An Act Amending National Internal Revenue Code, provides that the
RCIT rate shall be 30.0%. It also provides that income from lending activities shall be taxed on the
basis of the remaining maturities of the instruments at gross receipts tax rates ranging from 0% to 5%
while income from non-lending activities is at 7.0%. Interest expense allowed as a deductible
expense shall be reduced by 33.0% of interest income subjected to final tax.
RA No. 9504, An Act Amending National Internal Revenue Code, provides that, the optional
standard deduction (OSD) equivalent to 40.0% of gross income may be claimed as an alternative
deduction in computing for the RCIT. The Parent Company, OALPC and ORC elected to claim
itemized expense deductions. OIA, OITDC and OSC opted to claim OSD instead of itemized
expense deductions.
Current tax regulations also provide for the ceiling on the amount of EAR expense (see Note 22) that
can be claimed as a deduction against taxable income. Under the regulation, EAR expense allowed as
a deductible expense for a service company like the Parent Company and most of its subsidiaries is
limited to the actual EAR paid or incurred but not to exceed 1.0% of net revenue.
The regulations also provide for MCIT of 2.0% on modified gross income and allow a NOLCO. The
MCIT and NOLCO may be applied against the Group’s income tax liability and taxable income,
respectively, over a three-year period from the year of inception.
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follow:

Deferred tax assets*
Deferred tax liabilities

Consolidated
Parent Company
2017
2016
2017
2016
P
=38,630,253
=
P−
P
=46,479,606
P
=−
299,533,992
298,740,349
272,212,090
272,030,556
=260,903,739) (P
=298,740,349)
(P
= 225,732,484) (P
= 272,030,556) (P

*Includes net deferred tax assets of OALPC and ORC presented under ‘Other assets’ in the consolidated statement of financial position

The components of the deferred tax assets and deferred tax liabilities follow:
Consolidated
2017

Parent Company
2017
2016

2016

Deferred tax assets on:
Allowance for credit losses on lease contract
receivables, notes receivable financed and
other receivables
=125,255,396 P
=124,779,441
P
=173,976,988 P
=173,387,702 P
Net retirement liability
24,432,104
21,571,832
33,825,935
29,690,104
Advance rent received and deferred income
25,025,677
30,518,919
−
−
Accrued expenses
5,125,588
14,006,297
5,352,924
−
Accumulated depreciation on investment
properties and other assets – chattels
6,864,570
6,864,570
8,787,967
8,787,967
Unamortized past service cost
8,864,591
4,168,959
7,209,485
3,154,692
Allowance for impairment losses on chattels,
investment property and equipment for lease
2,941,130
2,341,130
2,649,005
2,649,005
Unrealized loss on foreclosure of assets
16,726
16,726
1,059,586
1,059,586
198,525,782
159,742,658
272,034,182
224,081,980
Less deferred tax liabilities on:
Leasing income differential between finance
and operating lease method
449,935,321
449,935,321
486,172,574
486,172,574
Unamortized transaction costs on bills payable
8,405,558
8,279,407
11,201,612
9,743,907
Unrealized forex gain
268,279
268,279
196,055
196,055
Accrued commission receivable
793,643
181,534
−
−
Others
26,720
14,891
−
−
459,429,521
458,483,007
497,766,666
496,112,536
=260,903,739) (P
=298,740,349)
(P
= 225,732,484) (P
= 272,030,556) (P

The subsidiaries did not recognize deferred tax assets on the following deductible temporary
differences:
NOLCO
Others

2017
=6,844,745
P
−
=6,844,745
P

2016
=2,135,803
P
10,714
=2,146,517
P

The Group believes that it is highly probable that the above temporary differences will not be realized
in the foreseeable future.
NOLCO amounting to P
=1.15 million and =
P1.18 million expired in 2017 and 2016 respectively.
NOLCO amounting to P
=5.86 million incurred in 2017 will expire in 2020. NOLCO amounting to
=
P1.00 million incurred in 2016 will expire in 2019.
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Consolidated
Statutory income tax
Additions to (deductions from):
Income tax resulting from:
Nondeductible expenses
Net unrecognized deferred tax assets
Tax paid and tax exempt income
Nontaxable income and others
Excess of OSD over itemized deductions
Effective income tax

2017
P
=523,282,978

2016
P
=446,495,769

Parent Company
2016
(As restated)
2017
P
=427,111,280
P
=502,939,649

9,472,539
1,759,871
(542,142)
(12,364,464)
(5,701,244)
P
=515,907,538

15,570,804
303,195
(379,829)
(360,035)
(6,982,718)
P
=454,647,186

2,699,935
−
(471,210)
(62,907,101)
–
P
=442,261,273

14,509,146
−
(196,878)
(52,175,337)
–
P
=389,248,211

27. Related Party Transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subjected to common control or
common significant influence. Related parties may be individuals or corporate entities. Transactions
between related parties are based on terms similar to those offered to non-related parties.
In the ordinary conduct of business, the Parent Company has transactions with its ultimate parent,
MBTC, and with its subsidiaries. These transactions are done in the normal conduct of operations
and are recorded in the same manner as transactions entered into with other third parties.
The Parent Company’s significant related party transactions follow:

Category
Parent Company
MBTC
Cash and cash equivalents
Deposits
Withdrawals
Interest income
Bills payable – bank borrowings
Availments
Settlements

Amount/Volume

September 30, 2017
Outstanding
Balances
Terms and Conditions/Nature

P
=283,381,470,310
(283,489,317,587)

P
=199,863,196 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.

272,857

23,665,000,000
(23,665,000,000)

This represents interest earned on the
above savings deposit accounts.
These are short-term unsecured
borrowings with interest rates ranging
from 2.80% to 2.90% per annum.

Interest expense

16,309,283

This represents interest expense
incurred on the above borrowings.

Rental expense

5,585,931

This represents expenses for office
rental.
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Category
Entities under common control
Philippine Savings Bank (PS Bank)
Cash and cash equivalents
Deposits
Withdrawals
Interest income

Amount/Volume

September 30, 2017
Outstanding
Balances
Terms and Conditions/Nature

P
=1,783,991,904
(1,793,050,524)

P
=11,305,667 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.

3,158

This represents interest earned on the
above savings deposit accounts.

Affiliates
Federal Land, Inc.*
Rental expense
Subsidiaries
OALPC, ORC, OIAI, OITDC, OSC
Receivables from subsidiaries **
Additions
Collections

Interest income

27,145,421

363,553,015
(363,554,067)

149,893

Payables to subsidiaries***
Additions
Settlements

53,566,550
(53,756,510)

Bills payable – deposit substitutes
Additions
Settlements

25,287,880
(92,273,575)

Interest expense

435,093

Management fee income

27,440 This refers to various advances for
repairs and maintenance made by
branches of OALP and ORC's share
in office rentals and share in salaries
of employees. This also refers to
advances made by OSC to the Parent
Company. Non-interest bearing,
unsecured and due on demand. No
impairment provided.
This represent interest earned on
loans provided to OSC at an interest
rate of 5.8% per annum.
4,112,399 Insurance premiums received on
behalf of OIA. Non-interest bearing
and due on demand.
66,169,716 Placements of deposit substitutes with
interest ranging from 1.13% to 1.38%
per annum and with tenor of 15 to 17
days; unsecured
This represents interest expense
incurred on the above bills payable.
Accrued interest on the above bills
7,807 payable

Accrued interest payable
Rental expense

This represents rental expenses for
office rental.

12,381,123

− This represents car rental expenses to
OALP and ORC.

900,000

This pertains to management fees for
− the office and administrative services
rendered to OIAI, OITDC and OSC

*Federal Land Inc. is a subsidiary of GT Capital Holdings, Inc., which has significant influence over MBTC.
**Receivables from subsidiaries are presented in ‘Others’ under ‘Other receivables’.
***Payables to subsidiaries are presented in ‘Accounts payable’ under “Accounts payable and other liabilities’.
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Category
Parent Company
MBTC
Cash and cash equivalents
Deposits
Withdrawals
Interest income

Entities Under Common Control
Philippine Savings Bank (PS Bank)
Cash and cash equivalents
Deposits
Withdrawals
Interest income
Subsidiaries
OALPC, ORC, OIAI, OITDC, OSC
Receivables from subsidiaries and
affiliates*
Additions
Collections

Payables to subsidiaries and affiliates**
Additions
Settlements

Bills payable – deposit substitutes
Additions
Settlements

Interest expense

Amount/Volume

P
=253,480,128,360
(253,685,800,478)
711,172

1,495,508,840
(1,491,565,484)
1,196

129,581,476
(129,581,468)

17,835,414
(18,025,681)

96,517,834
(100,772,789)

1,720,044

P
=307,710,473 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.
This represents interest earned on the
above savings deposit accounts.

20,364,287 These are savings and current deposit
accounts with an annual interest rates
ranging from 0.1 % to 1.7%.
This represents interest earned on the
above savings deposit accounts.

This refers to various advances for
28,492 repairs and maintenance made by
branches of OALP and ORC's share
in office rentals and share in salaries
of employees. Non-interest bearing,
unsecured and due on demand. No
impairment provided.
986,687 Insurance commission from branches,
insurance premium from Head office
accounts, to be settled upon
remittance from OIA. Non-interest
bearing and due on demand.
133,155,411 Placements of deposit substitutes with
interest ranging from 3.0% to 4.8%
per annum and with tenor of 15 to 17
days; unsecured
This represents interest expense
incurred on the above bills payable.
Accrued interest on the above bills
20,273 payable

Accrued interest payable
Rental expense

September 30, 2016
Outstanding
Balances
Terms and Conditions/Nature

12,265,527

This represents car rental expenses to
− OALP and ORC.

*Receivables from subsidiariesare presented in ‘Others’ under ‘Other receivables’.
**Payables to subsidiaries are presented in ‘Accounts payable’ under “Accounts payable and other liabilities’.

Affiliates are companies indirectly connected to the Parent Company by reason of interlocking
directors and/or officers and those that are under common control or common significant influence.
The accounting and administrative functions of the subsidiaries, except for OALPC and ORC, are
being handled by the Parent Company at a cost under a Contract of Sharing Agreement.
Transactions with subsidiaries have been eliminated in the consolidated financial statements.
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- 60 In the ordinary course of business, the Parent Company has loan transactions with investees and with
certain DOSRI. Existing banking regulations limit the amount of individual loans to DOSRI, 70.0%
of which must be secured, to the total of their respective deposits and book value of their respective
investments in the Parent Company. Such limit does not apply to loans secured by assets considered
as non-risk as defined in the regulations. In the aggregate, loans to DOSRI generally should not
exceed the respective total regulatory capital or 15.0% of total loan portfolio, whichever is lower. As
of September 30, 2017 and 2016, the Parent Company was in compliance with such regulations.
Compensation of key management personnel of the Group and the Parent Company (covering officer
positions starting from Assistant Vice President and up) included under ‘Compensation and
employees’ benefits’ under ‘General and administrative expenses’ in the statements of income
follows:
Short-term employee benefits
Post-employment pension and medical benefits

2017
P
=108,177,506
25,321,000
P
=133,498,506

2016
=91,779,423
P
35,688,024
=127,467,447
P

Short-term employee benefits include salaries, paid annual leave and paid sick leave, profit sharing
and bonuses and non-monetary benefits.
Regulatory Reporting
BSP Circular No. 423 dated March 15, 2004 amended the definition of DOSRI accounts. The
following table shows information relating to the Parent Company loans, other credit
accommodations and new guarantees classified as DOSRI accounts under regulations existing prior to
said circular and new DOSRI loans, other credit accommodations granted under said circular as of
September 30, 2017 and 2016:
Total outstanding DOSRI accounts
Percent of DOSRI accounts to total loans
Percent of unsecured DOSRI accounts to total
DOSRI accounts

2017
P
=18,250,949
0.05%

2016
=12,532,856
P
0.02%

53.7%

9.7%

BSP Circular No. 560 which became effective on February 22, 2007 provides the rules and
regulations that govern loans, other credit accommodations and guarantees granted to subsidiaries
and affiliates of the banks/quasi-banks. Under the said Circular, the total outstanding exposures to
each of the said subsidiaries and affiliates shall not exceed 10.0% of the lending bank's/quasi-bank’s
net worth, the unsecured portion of which shall not exceed 5.0% of such net worth. Further, the total
outstanding exposures to subsidiaries and affiliates shall not exceed 20.0% of the net worth of the
lending bank/quasi-bank; and the subsidiaries and affiliates of the lending bank/quasi-bank are not
related interest of any director, officer and/or stockholder of the lending institution, except where
such director, officer or stockholder sits in the BOD or is appointed officer of such corporation as
representative of the bank/quasi-bank.
As of September 30, 2017 and 2016, the Group has no outstanding DOSRI accounts granted prior to
the approval of BSP Circular No. 423.
Total interest income on DOSRI loans amounted to P
=0.7 million and =
P0.5 million in 2017 and 2016,
respectively, is included under ‘Financing’ in the statements of income.
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- 61 As of September 30, 2017 and 2016, the retirement fund of employees amounting to
P
=280.7 million and =
P241.3 million, respectively, for the Group and P
=237.7 million and
P
=202.2 million, respectively, for the Parent Company is being managed by the Trust and Banking
Group of MBTC.

28. Financial Performance
The following basic ratios measure the financial performance of the Group and the Parent Company:
Consolidated
Return on average equity
Return on average assets
Net interest margin on average interest earning
assets

Parent Company

2017
20.01%
3.16%

2016
20.61%
3.38%

2017
20.09%
3.38%

2016
(As restated)
20.63%
3.62%

9.07%

9.30%

8.41%

8.56%

29. Notes to Statements of Cash Flows
The following is the summary of noncash activities:
Consolidated
2017
Noncash investing activities
Additions to other assets- chattels in
settlement of loans (Note 15)
Acquisitions of equipment for lease
Additions to investment properties in
settlement of loans (Note 13)
Disposal of equipment for lease
through sale
Acquisitions of property, plant and
equipment

2016

Parent Company
2017

2016

P
=142,886,233
87,539,182

P
=87,617,999
115,445,786

P
=142,886,233
−

P
=87,617,999
−

−

10,615,467

−

10,615,467

−

3,130,700

−

−

−

2,114,153

−

2,114,153

Noncash financing activity include distribution of stock dividends and is discussed in Note 20.
30. Subsequent events
On October 25, 2017, the BOD of the Parent Company approved the declaration of the 20% stock
dividend equivalent to 7,191,420 shares at =
P100 par value to stockholders of record as of
October 25, 2017, subject to confirmation by the stockholders on November 29, 2017, payable on or
before January 31, 2018.
On October 23, 2017, the BOD of OIAI approved the declaration of cash dividends amounting to
P
=43.0 million to stockholders of record as of October 23, 2017, payable on or before
November 30, 2017.
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- 62 31. Supplementary Information Required Under Revenue Regulations (RR) 15-2010
In compliance with the requirements set forth by RR No. 15-2010, hereunder is the information on
taxes and licenses paid or accrued for the year ended September 30, 2017:
The Parent Company reported and/or paid the following types of taxes for the year:
Percentage Taxes
Income from operations
Less than 60 months remaining term
Greater than 60 months remaining term
Other sources

Revenues

Percentage tax

P
=3,450,805,240
5,051,400
230,406,550
=3,686,263,190
P

P
=172,540,262
50,514
16,128,458
=188,719,234
P

Other Taxes and Licenses
This includes all other taxes, local and national, including real estate taxes, licenses and permit fees
lodged under the ‘Taxes and licenses’ under ‘General and administrative expenses’ of the Parent
Company’s statement of income:
Gross receipts tax
Local tax
Documentary stamp tax (DST)*
Fringe benefits
Other taxes

=185,211,788
P
18,441,968
3,274,096
2,909,781
157,556
=209,995,189
P

*Excludes DST which are deferred and amortized as part of interest expense for financial reporting purposes

The DST paid/accrued on the following transactions are:
Transaction
Loan instruments
Shares of stocks
Others

Amount
=131,164,818,808
P
599,285,000
27,560,524
=131,791,664,332
P

DST thereon
P148,985,550
=
2,996,425
137,803
=152,119,778
P

Total remittances
=69,085,752
P
72,815,418
72,623,697
2,067,616
=216,592,483
P

Balance
=7,683,685
P
5,142,191
7,366,711
842,166
=21,034,753
P

Withholding Taxes
Details of withholding taxes for the year are as follows:
Expanded withholding taxes
Withholding taxes on compensation and benefits
Final withholding taxes
Fringe benefit

Tax Assessments and Cases
As of September 30, 2017, there are no final assessment notice received from the BIR, outstanding
tax cases under investigation, litigation nor prosecution in courts or bodies outside the BIR.
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