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ABOUT THE COVER
Largely situated in the 1st class municipality of Polomolok in South Cotabato, this vast pineapple 
plantation of Dole Philippines is sprawled against the imposing Mt. Matutum. Greening over 
10,000 hectares and cutting across several towns, this pineapple kingdom is where the heart of a 
people beats strongly with the passion to grow and thrive. 

;OL�Z\YYV\UKPUN�JVTT\UP[PLZ�ILULÄ[PUN�MYVT�[OL�SPMLSPUL�VM�[OPZ�I\ZPULZZ�ILSVUN�[V�[OL�]LY`�ZHTL�
sectors for which LANDBANK lives. And here, as in other places, LANDBANK endeavors to bring 
sustainable growth opportunities to as many Filipinos.

In its thrust to promote inclusive and large-scale development, LANDBANK paves paths just like 
in this agricultural landscape – clear, straight, diverse yet interconnected. Never losing sight of its 
vision, and hand-in-hand with the people, LANDBANK helps nurture our growing nation.



To Our Employees:
 
We will develop and nurture talents that will 
exemplify the highest standards of ethics and 
excellence consistent with the best in the world.

Vision 

By 2018, LANDBANK will be the top universal 
bank that promotes inclusive growth and 
improves the quality of life especially in the 
countryside through the delivery of innovative 
ÄUHUJPHS�HUK�V[OLY�ZLY]PJLZ�PU�HSS�WYV]PUJLZ��
cities and municipalities.

Mission
 
To Our Clients and Publics:
 
We will use the best technology solutions 
[V�KLSP]LY�YLZWVUZP]L�ÄUHUJPHS�HUK�Z\WWVY[�
services to our clients, while promoting 
sustainable development, and environmental 
protection.
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F I N A N C I A L  H I G H L I G H T S

(in Billion Pesos)	 2014	 2013	 2012	 2011	 2010
					     	
Total Resources	 1,058.6 	  849.3 	  691.5 	 645.8	 570.9
Loans	 475.8 	  335.6 	  330.5 	 334.0	 247.1
	 Treasury Loans	  73.6 	  13.2 	  36.2 	 56.1	 12.4
	 Regular Loans	  382.4 	  300.0 	  270.0 	 249.6	 205.5
	 Other Loans and Receivables	  19.8 	  22.4 	  24.3 	 28.3	 29.2
	 Investments (Net)	 302.0 	  223.1 	  236.1 	 196.0	 201.0
Deposit Liabilities	 912.6 	  703.7 	  543.7 	 507.2	 433.2
	 Demand 	  392.0 	  348.1 	  244.4 	 211.2	 162.5
	 Savings 	  469.3 	  324.0 	  267.3 	 270.1	 247.6
	 Time	  46.3 	  26.6 	  31.4 	 25.4	 22.6
	 LTNCD	  5.0 	  5.0 	  0.6 	 0.5	 0.5
Capital	  85.0 	  82.1 	  84.0 	 77.7	 68.4
Gross Revenues	 39.2 	  42.6 	  38.1 	 34.5	 34.8
Interest Income on Loans	 19.9 	  17.4 	  16.9 	 17.1	 16.9
Income on Investments	 12.3 	  17.7 	  12.3 	 12.3	 12.8
Net Income (in P M)	  12,643.9 	  11,789.9 	  10,962.8 	  9,056.2 	  8,221.7

		  SECTORS	 AMOUNT (P B)	 %

PRIORITY SECTOR

I.	 Mandated Sector
		

�	 	 :THSS�MHYTLYZ�PUJS\KPUN�HNYHYPHU�YLMVYT�ILULÄJPHYPLZ�HUK�[OLPY�HZZVJPH[PVUZ	 �����	 ���
�	 	 :THSS�ÄZOLYMVSR�HUK�[OLPY�HZZVJPH[PVUZ	 ����	 ����

			           Subtotal	  	 33.7 	 8.7
II.	 Support for Agriculture and Fisheries		

	
�	 	 Agri-business		  27.5 	 7.1
�	 	 Aqua-business		  0.7	 0.2
�	 	 Agri-aqua related projects of Local Government Units and Government-	

				    Owned and-Controlled Corporations	  49.7	 12.9
			           Subtotal	  	 77.9	 20.2
III.	 Support for National Government Priority Programs (including PPP Projects)		

	
�	 	 Micro, small and medium enterprises	  51.4	 13.3
�	 	 Communications		   21.4	 5.5
�	 	 Transportation		  22.5	 5.8
�	 	 Housing (socialized, low-cost or medium-cost)	  37.4 	 9.7
�	 	 Education		   5.6 	 1.5
�	 	 Health care		   5.3	 1.4
�	 	 Environment-related projects	  5.3	 1.4
�	 	 Tourism		   2.0	 0.5
�	 	 Utilities		   52.1 	 13.5
�	 	 Others		   16.8	 4.4

			           Subtotal		   219.8	 57.0
	 TOTAL PRIORITY SECTOR LOANS	  331.4	 85.9
				  

�	 	 Local Government Units - Others	  11.6	 3.0

�	 	 Government-Owned and-Controlled Corporations - Others	  16.3	 4.2

�	 	 Others		   26.6	 6.9

	 TOTAL OTHER SECTOR LOANS	  54.5	 14.1
				 
	 SUM OF LOANS TO ALL SECTORS*	  385.9	 100.0

�� ,_JS\KLZ 0U[LYIHUR ;LYT 3VHUZ 9LJLP]HISL �-VYLPNU 9LN\SHY 
 -*+<�,-*+<�� 3VHUZ HUK 9LJLP]HISLZ (YPZPUN MYVT 9LW\YJOHZL (NYLLTLU[Z�*LY[PÄJH[LZ VM 
Assignment/Participation with Recourse/Securities Lending and Borrowing Transactions, and Domestic Bills Purchased Lines; includes Unsecured Subordinated 
Debt Facility on Rural Banks

GROUP (Audited)

LANDBANK GROSS LOAN PORTFOLIO (In Billion Pesos)
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My warmest greetings to the management and staff of the LANDBANK on the release of your 
Annual Report.

These pages bear LANDBANK’s commitment to the empowerment of our people. Setting 
yourselves against the standards of operational excellence and social impact, you appraise your 
WLYMVYTHUJL�HUK�HMÄYT�`V\Y�Z[HUKPUN�HZ�V\Y�NV]LYUTLU[»Z�MVYLTVZ[�ÄUHUJPHS�PUZ[P[\[PVU�

The numbers you present in this year’s report direct us to your wide success: The P6 billion 
`V\�YLTP[[LK�[V�V\Y�UH[PVUHS�JVMMLYZ�JVU]L`�[OL�THUPMVSK�Z[VYPLZ�VM�MHYTLYZ�HUK�ÄZOLY�MVSR��V\Y�
emerging and expanding enterprises, and the everyman contributing to our country’s growth. The 
SVHUZ�`V\�HJJVYKLK�[V�WYPVYP[`�ZLJ[VYZ��HTV\U[PUN�[V�7������IPSSPVU��YLWYLZLU[�[OL�]PNVYV\Z�ÅV^�VM�
capital to the broader base of our society. Increase in your deposits to P912.6 billion from P703.7 
billion truly underscores the fruits of your efforts.

On top of these, the accolades you received for your technology-enhancement and corporate 
responsibility initiatives attest to the relevance and deepening partnership of your bank with 
Filipinos. May you further surpass today’s achievements: Continue to introduce the principles of 
development to the farthest reaches of our archipelago, bringing your services within reach of our 
localities, and ensuring that our countrymen have the wherewithal to sustain our resurgence. 

A revitalized Philippines advances with positive momentum on the Daang Matuwid. Driving it are 
citizens, professionals, and fellow nation-builders such as yourselves, who found purpose and 
YLUL^LK�JVUÄKLUJL�PU�JHZ[PUN�[OLPY�SV[Z�PU�V\Y�JVSSLJ[P]L�WYVNYLZZ��0�YLS`�VU�`V\Y�ZVSPKHYP[`�HZ�^L�
meet the needs of our constituents with greater responsiveness, compassion, and integrity; let us 
gear our public for the promise that still awaits us on this path.

BENIGNO S. AQUINO III
The President of the Philippines
Manila
September 2015

MESSAGE FROM THE PRESIDENT OF THE PHILIPPINES
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C H A I R M A N ’ S  A N D  P R E S I D E N T ’ S  R E P O RT

Sec. Cesar V. Purisima
Chairman	

Gilda E. Pico
President and CEO
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The Land Bank of the Philippines 
(LANDBANK) is well-grounded 
PU�M\SÄSSPUN�P[Z�ZVJPHS�THUKH[L�VM�
developing the countryside while 
YLTHPUPUN�ÄUHUJPHSS`�]PHISL��>P[O�

the developmental programs and initiatives 
ÄUHUJLK�[OYV\NO�V\Y�Z[YVUN�I\ZPULZZ�
operations, we live up to our role as a vital 
contributor to promoting the country’s 
overall welfare.

In 2014, the country’s economic 
foundations proved solid and stable, with 
the GDP growing steadily at 6.1 percent. 
>L�ÄUHSS`�THUHNLK�[V�LZJHWL�[OL�IVVT�
and-bust cycle that has long dogged our 
economy.

>P[O�Q\Z[�H�`LHY�YLTV]LK�MYVT�VUL�VM�[OL�
country’s most challenging and hardest 
times, and still reeling from its effects, 
2014 allowed LANDBANK to further 
YL[OPUR�HUK�YLÄUL�P[Z�YVSL�PU�[OL�JV\U[Y`»Z�
overall development agenda.

The year proved very challenging for 
the Bank – as the industry became 
increasingly competitive, interest rates 
dropped. Rebuilding efforts from the 
calamities in the past year became 
all the more critical. Faced with these 
pressures, LANDBANK chose to push 
further and do better, while spending less 
through creativity, innovation, technology, 
teamwork and out-of-the-box thinking.

3(5+)(52�PTWYV]LK�P[Z�LMÄJPLUJ �̀�
sharpened its tools, reviewed its business 
processes, cut its costs, and maximized 
its investments on technology and 
human resource. The Bank tweaked 
its operations to not only do more with 
less but also to do better with less. The 
emphasis on innovation and resource 
VW[PTPaH[PVU�ZVVU�WYV]LK�ILULÄJPHS�

It was also the year when the Bank 
launched its new tagline and Vision and 
Mission statements. Our new tagline, 
¸>L�/LSW�@V\�.YV^¹��HK]VJH[LZ�V\Y�
commitment to help grow the nation 
HUK�[OL�-PSPWPUV�WLVWSL��>L�HYL�YLZVS\[L�
in our belief that the only way we can 
truly succeed is by growing together. 
The Vision and Mission statements were 
likewise revised to be more responsive 
HUK�[PTLS �̀�;OLZL�JOHUNLZ�^PSS�KLÄUL�[OL�
Bank’s direction in the years ahead.

In retrospect, the year served as another 
milestone for the Bank which celebrated 
its 51st founding anniversary. Our 
efforts resulted in more record-setting 
achievements, with the Bank bagging the 
most prestigious and coveted “Bank of 
[OL�@LHY�7OPSPWWPULZ¹�H^HYK�

More than the sheer numbers, the Bank’s 
growth is now also measured by how we 
help others grow.

Pursuit of Mandate

LANDBANK remained at the forefront 
of promoting economic growth in the 
Y\YHS�HYLHZ�^P[O�PU[LUZPÄLK�Z\WWVY[�[V�V\Y�
WYPVYP[`�ZLJ[VYZ��>L�OH]L�YLTHPULK�MHP[OM\S�
to our social mandate, devoting most of 
our resources to the sectors that directly 
contribute to the country’s development. 

As we aim for a more inclusive growth, 
LANDBANK carefully sought to narrow 
[OL�NHW�PU�[OL�ÄUHUJL�Z`Z[LT�I`�WYV]PKPUN�
banking services to small savers and 
borrowers alike. 

In 2014, LANDBANK’s total loans to 
priority sectors reached P331.4 billion 
or 85.9 percent of the Bank’s total loans 
to all sectors of P385.9 billion. Loans 

With the developmental 
programs and initiatives 
ȴQDQFHG�WKURXJK�
RXU�VWURQJ�EXVLQHVV�
RSHUDWLRQV��ZH�OLYH�XS�
WR�RXU�UROH�DV�D�YLWDO�
FRQWULEXWRU�WR�SURPRWLQJ�
WKH�FRXQWU\ȇV�RYHUDOO�
welfare.

OUR GROWING NATION
NURTURING
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C H A I R M A N ’ S  A N D  P R E S I D E N T ’ S  R E P O RT

YLSLHZLK�[V�ZTHSS�MHYTLYZ�HUK�ÄZOLYZ�
amounted to P58.4 billion, directly 
ILULÄ[PUN���������ZTHSS�MHYTLYZ�HUK�
ÄZOLYZ��;OLZL�M\UKZ�^LYL�JOHUULSLK�
through various accredited cooperatives, 
JV\U[Y`ZPKL�ÄUHUJPHS�PUZ[P[\[PVUZ��HUK�
irrigators’ associations. By the end of the 
ÄZJHS�`LHY��[OL�SVHUZ�V\[Z[HUKPUN�[V�[OLZL�
stakeholders have reached P33.7 billion, 
representing 8.7 percent of the Bank’s 
loans to all sectors. 

LANDBANK’s outstanding loans to the 
micro, small and medium enterprises 
sector reached P51.4 billion or a 13.3 
percent share of the Bank’s loans to all 
sectors. Of this amount, P44.9 billion 
was lent to SMEs and P6.5 billion to 
microenterprises. 

LANDBANK remained as the biggest 
credit provider to the local government 
ZLJ[VY��ÄUHUJPUN�]HYPV\Z�WYVQLJ[Z�PU�HNYP�
infrastructure, schools and hospitals, farm-
to-market roads, housing and livelihood, 
HUK�V[OLY�KL]LSVWTLU[HS�WYVQLJ[Z��>P[O�
every project completed, each of these 
WYVQLJ[Z�KPYLJ[S`�ILULÄ[[LK�[OL�LJVUVT �̀�

As of December 31, 2014, LANDBANK 
lending operations have facilitated, 
among others, the funding for the 
construction of 2,948 school buildings 
with 10,057 classrooms, provision of 
7,145 hospital beds, generation of 
310,486 kwh electricity, connection of 
2,453,618 households with potable 
water; construction of 1,438 kilometers of 
farm-to-market roads, and planting of 818 
hectares with cacao and 20,204 hectares 
with oil palm.

On the road to an all-inclusive 
ÄUHUJL��Lending is indeed more than 
just a dependable source of income for 
the Bank. It is a means for us to help 
transform the lives of our countrymen. 
>L�HYL�LTWV^LYPUN�WLVWSL�[V�WHY[PJPWH[L�
in the country’s growing economy by 
WYV]PKPUN�[OLT�HJJLZZ�[V�JYLKP[��>OPSL�
doing this, we continued to promote 

sustainability for enterprises, putting light 
on environmental due diligence for our 
ÄUHUJLK�WYVQLJ[Z��

Through the Bank’s lending activities, 
inclusive growth becomes more than just 
a buzzword. It becomes something people 
can actually believe and participate in: 
an inclusive and sustainable economic 
growth participated by the country’s 
equally growing labor force. 

The Bank is the proud administrator of 
various programs that focus on creating 
an environment conducive to growth such 
as loans extended to the utilities sector 
which reached P52.1 billion, socialized, 
low-cost and medium-cost housing sector 
at P37.4 billion, transportation sector at 
P22.5 billion, communications sector at 
P21.4 billion, education sector at P5.6 
billion, health care sector at P5.3 billion, 
environment-related projects also at P5.3 
billion and tourism sector amounting to 
P2.0 billion.

Other banner programs we delivered 
HUK�Z\WWVY[LK�[OPZ�`LHY�PUJS\KL�[OL�6->�
Reintegration Program, the Bangko 
Sentral ng Pilipinas’ Credit Surety Fund, 
the CARES Program - our calamity and 
rehabilitation support program, - and 
the H267,�>H[LY�7YVNYHT�MVY�,]LY`VUL��
among others.

*VU[PU\LK�Z\WWVY[�[V�HNYPJ\S[\YL� Not 
one to forget its raison d’etre, the Bank 
continuously poured its resources in the 
agriculture sector. Support programs such 
as the Agricultural Credit Support Project 
of the Japan International Cooperation 
Agency has already been extended to 
346 borrowers in their agriculture and 
agri-related ventures. Our partnership with 
the Department of Agriculture’s (DA) Sikat 
:HRH�OHZ�HSYLHK`�ILULÄ[LK�������ZTHSS�
palay farmers. The Agrarian Production 
Credit Program, which promote value 
JOHPU�ÄUHUJPUN�PU�HNYPJ\S[\YL��HSZV�
ILULÄ[LK��������HNYHYPHU�YLMVYT�
ILULÄJPHYPLZ��

>L�HSZV�KL]LSVWLK�ZWLJPÄJ�WYVNYHTZ�
to support dairy farmers (MILK - 
Masustansyang Inumin para sa Likas 
na Kalusugan), bamboo production 
�2(>(@(5���2HSPRHZHUN�2HI\OH`HU�ZH�
>HZ[VUN�7HTH`HUHU���ÄZOLYPLZ��0:+(�
- Integrated Support for Development 
of Aquaculture), and cacao industry 
(CACAO 100 Financing Program - Credit 
Assistance for Cacao Agribusiness Entities 
and other Organizations).

Our extensive programs for agricultural 
support and agricultural credit expansion 
ensure that we are addressing the needs 
of the sector.

Institutional Viability

LANDBANK maintained its position as one 
of the top universal banks in the country. 
Our collective efforts have allowed the 
Bank to break anew its net income record 
at P12.6 billion, 7.2 percent higher than 
the previous high of P11.8 billion net 
income from last year.

The Bank’s total assets grew by 24.6 
percent and clearly breaking the one-
trillion-mark at P1.059 trillion, up from 
P849.3 billion in 2013. Deposits also 
increased by 29.7 percent to P912.6 
billion from previous year’s P703.7 
billion. At P475.8 billion, the net loan 
portfolio increased by 41.8 percent, up 
from P335.6 billion in 2013. And lastly, 
the Bank’s total capital also grew by 3.5 
percent at P85.0 billion.

6\Y�NYV^[O�HZ�H�ÄUHUJPHS�PUZ[P[\[PVU�OHZ�
allowed us to remit P6 billion in cash 
dividends to the National Government. 
This represents 51 percent of the Bank’s 
total earnings in 2013. LANDBANK 
remained as the highest remitter of 
dividends among the GOCCs. For the 
WHZ[�Ä]L�`LHYZ��^L�OH]L�YLTP[[LK�H�[V[HS�
of P23.9 billion in cash dividends to the 
National Government. 
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LANDBANK was also named the top 
Government Securities Eligible Dealer in 
2014 by the Bureau of the Treasury. For 
the second year in a row, our efforts were 
cited which clearly illustrated the Bank’s 
JVTTP[TLU[�[V�[OL�NV]LYUTLU[»Z�ÄZJHS�
program, which is in turn, tied with our 
overall economic development agenda.

Customer Service

The Bank continued to expand its physical 
network, and introduced innovations to 
WYV]PKL�LMÄJPLU[�HUK�JVU]LUPLU[�ZLY]PJL�
[V�V\Y�J\Z[VTLYZ��>P[O�[OL�VWLUPUN�VM�
our 346th branch in Dinagat Islands, 
3(5+)(52�ILJHTL�[OL�ÄYZ[�\UP]LYZHS�
bank to cover all 81 provinces in the 
country. 

Our continued physical expansion is also 
in line with our efforts to reach more of 
the unbanked and underserved, towards 
NYLH[LY�ÄUHUJPHS�PUJS\ZPVU�PU�[OL�JV\U[Y �̀�
>L�LZ[HISPZOLK�V[OLY�IHURPUN�VMÄJLZ�
(OBOs) that we call LEAFs (LANDBANK 
,HZ`�(JJLZZ�-HJPSP[`��PU�MHY�Å\UN�HYLHZ��:P_�
LEAFs were in opened in 2014: Sulop, 
Davao del Sur; Argao, Cebu; Caba, La 
Union; Moncada, Tarlac; Pamplona, 
Cagayan; and Pitogo, Quezon.

>L�SH\UJOLK�[OL�3(5+)(52�4VIPSL�
3VHU:H]LY��[OL�ÄYZ[�WHWLYSLZZ��M\SS`�
electronic salary loan application and 
processing in the country. It is a fast, safe 
and convenient platform for government 
and private employees with LANDBANK 
payroll accounts to apply and avail of 
loans and to build their savings. The 
product is offered by LANDBANK in 
partnership with Smart e-Money.

Also in line with our thrust of improving 
customer service, three new facilities were 
rolled out for the added convenience of 
clients – the Customer Queue System 
(CQS), which standardized and automated 
the queue system in all of the Bank’s 
IYHUJOLZ�HUK�ZLSLJ[LK�L_[LUZPVU�VMÄJLZ"�

$V�ZH�FRQWLQXH�WR�
H[SDQG�RXU�VFRSH��
GLYHUVLI\�RXU�SURGXFWV�
DQG�VHUYLFHV��DQG�HYROYH�
RXU�RSHUDWLRQV��ZH�ZLOO�
UHPDLQ�JXLGHG�E\�RXU�
VRFLDO�PDQGDWH�WR�KHOS�
JURZ�WKH�DJULFXOWXUDO�
VHFWRU�DQG�WKH�UXUDO�
FRPPXQLWLHV�ZH�VHUYH�

LANDBANK Express Access Machine 
(LEAM), an alternative payment channel 
for taxpayers; and the Cash Deposit 
Machine (CDM), an alternative channel for 
cash deposits and fund transfers.

>L�HSZV�OLSWLK�NYLH[S`�PU�Z[YLHTSPUPUN�
the tedious and costly processing of the 
NV]LYUTLU[»Z�4VKPÄLK�+PZI\YZLTLU[�
System (MDS) transactions. The 
development of the Electronic MDS 
(eMDS), a secure internet facility for the 
national government agencies, provided 
banking convenience to perform MDS 
transactions online.

Nurturing our Growing Nation

LANDBANK’s exponential growth in the 
last 51 years is the result of hard work 
and focus. As we continue to expand 
our scope, diversify our products and 
services, and evolve our operations, we 
will remain guided by our social mandate 
to help grow the agricultural sector and 
the rural communities we serve.

And with the Bank’s revitalized 
commitment as distilled in our Vision, 
we are geared towards achieving more. 
Together with every Filipino we can reach, 
LANDBANK will only continue to grow and 
spur the entire country’s growth as well.

Sec. Cesar V. Purisima	
Chairman	

Gilda E. Pico
President and CEO
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Farming is rewarding
“More than 

earning a living, 
farming is a 
meaningful 

pursuit of serving 
the country.”

Florencio G. Sudoy did not plan to become a farmer. He tried his luck as a soldier, 
and then as a heavy equipment operator in the Middle East. Neither of those careers 
panned out.

Mr. Sudoy later found himself back in his hometown, in Sto. Domingo, Nueva 
Ecija, where he worked at the PhilRice Central Experiment Station. This job proved 
instrumental in his transition to become the successful farmer that he is now.

Starting with just one hectare, Mr. Sudoy, together with his wife, has expanded their 
farms to 8.5 hectares, with yields that allow their family to live comfortably. As he 
progresses, Mr. Sudoy helps other farmers in his community and across the province 
of Nueva Ecija by sharing farming practices and technologies.

He also led the efforts in organizing 31 farmers for the 100-hectare compact farming 
for hybrid rice in Sto. Domingo during the government’s hybrid rice clustering 
program. This same group would later become the founding members of the Bagong 
Buhay ng Mabini Multi-Purpose Cooperative. 

Mr. Sudoy now has the means to send all his four children through college. However, 
he believes that while they may eventually pursue other careers, his children will go 
back to tilling their land. After all, Mr. Sudoy himself can attest that farming is more 
than earning a living. It is beyond nurturing the land to later enjoy its bounty. It is a 
meaningful pursuit of serving one’s community, while contributing to food production 
for the country.

FLORENCIO G. SUDOY, LANDBANK GAWAD PITAK ULIRANG MAGSASAKA 2014

LANDBANK LOANS TO MANDATED SECTORS 

P58.4

P33.7

BILLION

BILLION

Loans releases to farmers
�DQG�ðVKHUV

outstanding loans to 
VPDOO�IDUPHUV�DQG�ðVKHUV

small farmers and 
ðVKHUV��EHQHðWHG�

from credit 
assistance

CHANNELED 
through 793 cooperatives
206 CFIs and 226 
Irrigators’ Associations

SUPPORTED
÷�&URS�3URGXFWLRQ
÷�3RXOWU\�DQG�OLYHVWRFN�
÷�)LVKHU\�
÷�3RVW�KDUYHVW�IDFLOLWLHV�
÷�,UULJDWLRQ

242,053 
(January to December 2014)



Florencio G. Sudoy
LANDBANK Gawad PITAK Ulirang Magsasaka 2014



PROGRAMS FOR THE 
PRIORITY SECTORS

Cognizant of its thrust to promote growth 
and improve the quality of life in the 
countryside, LANDBANK, in 2014, further 
HJJLSLYH[LK�P[Z�ÄUHUJPHS�HZZPZ[HUJL�[V�
its mandated and priority sectors. The 
Bank strengthened its credit support 
to stir the local economy and create 
employment.  Aside from funding agricultural 
production through different conduits as 
[OL�HJJYLKP[LK�JVVWLYH[P]LZ�HUK�ÄUHUJPHS�
PUZ[P[\[PVUZ��3(5+)(52�HSZV�ÄUHUJLK�
agri-aqua businesses, a key component 
in the agricultural value chain.  Agri-
aqua businesses serve as the market of 
many agricultural produce. LANDBANK, 
SPRL^PZL��L_[LUKLK�ÄUHUJPUN�[V�[OL�WYPVYP[`�
programs of the National Government 
such as microenterprises and SMEs 
including livelihood loans,  various on and 
off farm infrastructures including those for  
communications, transportation, housing, 
education, health care, environment-related 
projects, tourism and other utilities,  and 
livelihood loans.

In 2014, LANDBANK’s total loans to the 
priority sectors reached P331.4 billion or 
85.9 percent of the Bank’s loans to all 
sectors of P385.9 billion. 

Loans to Mandated Sector

Ů� .QCPU HQT 5OCNN (CTOGTU KPENWFKPI 
#ITCTKCP 4GHQTO $GPGƒEKCTKGU 
CPF VJGKT #UUQEKCVKQPU CPF 5OCNN 
(KUJGTU CPF VJGKT #UUQEKCVKQPU

In 2014, LANDBANK remained committed 
[V�P[Z�THUKH[L�I`�WYV]PKPUN�ÄUHUJPHS�HUK�
technical support to its mandated sectors 
¶�ZTHSS�MHYTLYZ�HUK�ÄZOLYZ�HUK�HNYHYPHU�
YLMVYT�ILULÄJPHYPLZ�HUK�[OLPY�HZZVJPH[PVUZ�
[OYV\NO�X\HSPÄLK�JVUK\P[Z�¶�JVVWLYH[P]LZ��
JV\U[Y`ZPKL�ÄUHUJPHS�PUZ[P[\[PVUZ�HUK�
irrigators’ associations.

For 2014, loan releases to small farmers 
HUK�ÄZOLYZ�HTV\U[PUN�[V�7�����IPSSPVU�^LYL�
channeled through 793 accredited farmers 
HUK�ÄZOLYZ�JVVWLYH[P]LZ������JV\U[Y`ZPKL�
ÄUHUJPHS�PUZ[P[\[PVUZ��Y\YHS�IHURZ��JVVWLYH[P]L�
IHURZ��[OYPM[�IHURZ�HUK�ÄUHUJPHS�PUZ[P[\[PVUZ��
and 226 irrigators’ associations.  Credit 
HZZPZ[HUJL�MVY�[OPZ�WLYPVK�ILULÄ[[LK���������
ZTHSS�MHYTLYZ�HUK�ÄZOLYZ�

Of the total loans released to small farmers, 
P18.2 billion was extended for crop 
production while P3.9 billion supported 
poultry and livestock projects.  Other 
LJVUVTPJ�HJ[P]P[PLZ�ÄUHUJLK�^LYL�ÄZOLY �̀�
post-harvest facilities, irrigation and 
marketing including wholesale and retail 
trading.

As of end-2014, loans outstanding to small 
MHYTLYZ�HUK�ÄZOLYZ�Z[VVK�H[�7�����IPSSPVU�
representing 8.7 percent of the Bank’s loans 
to all sectors. Of this amount, P33.5 billion 
was lent to small farmers and the remaining 
7����IPSSPVU�^HZ�SLU[�[V�ZTHSS�ÄZOLYZ�

Loans in Support of Agriculture 
and Fisheries 

Ů� .QCPU HQT #ITK�DWUKPGUU CPF #SWC�
DWUKPGUU

Aside from credit support to the mandated 
sectors, LANDBANK also extends credit 
ÄUHUJPUN�[V�V[OLY�ZLJ[VYZ�[OH[�HYL�PU�Z\WWVY[�
VM�HNYPJ\S[\YL�HUK�ÄZOLYPLZ�Z\JO�HZ�HNYP�
and aqua-related businesses of private 
LU[LYWYPZLZ���;OLZL�SVHUZ�ÄUHUJLK�I\ZPULZZ�
activities that involved crop production, 
agri-or marine processing and exporting, 
manufacturing, packaging, milling, poultry 
and marketing, among others.

In 2014, outstanding loans to agribusiness 
amounted to P27.5 billion or a share of 7.1 
percent and to aqua-business, P0.7 billion or 
a share of 0.2 percent of the Bank’s loans to 
all sectors.

O P E R AT I O N A L  H I G H L I G H T S

P331.4
Total loans to priority 

sectors
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Ů� .QCPU HQT #ITK�#SWC 4GNCVGF 
2TQLGEVU QH .QECN )QXGTPOGPV 7PKVU

LANDBANK also provides credit assistance 
[V�[OL�3.<Z�[V�ÄUHUJL�]HYPV\Z�HNYP�HX\H�
related infrastructure projects aimed to 
improve, among others, the logistics and 
other support to agricultural production.  
7YVQLJ[Z�ÄUHUJLK�PUJS\KL�[OL�JVUZ[Y\J[PVU�VY�
repair of farm-to-market roads and bridges, 
seaports, public markets and transport 
terminals.
 
In 2014, the total outstanding LGU loans on 
agri-aqua-related projects reached P14.6 
billion comprising 3.8 percent of the Bank’s 
loans to all sectors.          
  
Ů� 1VJGT 2TKQTKV[ 2TQLGEVU QH .)7U

In line with the Bank’s mission to promote 
sustainable development and environmental 
protection, LANDBANK continues to support 
other priority projects of the LGUs.  These, 
among others, include loans that address 
basic societal needs such as housing 
(socialized, low cost and medium cost), 
education, health care, water system and 
sanitation and drainage.

As of end-2014, the total outstanding loans 
of LGUs for other priority projects amounted 
to P16.7 billion or 4.3 percent share of the 
Bank’s loans to all sectors.

Ů� .QCPU HQT #ITK�TGNCVGF 2TQLGEVU QH 
)QXGTPOGPV�1YPGF CPF �%QPVTQNNGF 
%QTRQTCVKQPU

3(5+)(52�L_[LUKZ�ÄUHUJPHS�Z\WWVY[�[V�
GOCCs that provide key support such as 
marketing, to the agriculture sector.  As of 
end-2014, loans outstanding to GOCCs 
amounted to P35.1 billion representing 9.1 
percent of the Bank’s loans to all sectors.

Loans Supporting National 
Government Priority Programs

As a policy bank, LANDBANK supports the 
expanded developmental concerns of the 
National Government as embodied in the 
Philippine Development Plan 2011-2016. 
This is in recognition that for countryside 
development to happen, the ancillary sectors 
such as the micro, small and medium 
enterprises (MSMEs) need to be developed 
and supported as well. The MSMEs 
increase commerce and help move the local 
economy, not to mention the contributions 
they make to labor generation. LANDBANK 
HSZV�L_[LUKZ�ÄUHUJPHS�HZZPZ[HUJL�[V�RL`�
business requirements such as logistics 
– transport and communication, utilities – 
water and power, tourism, and other societal 
needs such as education, hospital and 
housing. 

Ů� .QCPU HQT /KETQGPVGTRTKUGU CPF 
5OCNN CPF /GFKWO 'PVGTRTKUGU 
KPENWFKPI .KXGNKJQQF .QCPU

3(5+)(52»Z�ZPNUPÄJHU[�NYV^[O�PU�SVHU�
portfolio for micro, small and medium 
enterprises (MSMEs) proved that the sector 
is performing well and envisioned to expand 
more in the coming years.  LANDBANK 
JOHUULSZ�P[Z�TPJYVÄUHUJL�SVHUZ�[OYV\NO�
conduits such as cooperatives, rural 
banks, non-government organizations and 
TPJYVÄUHUJL�PUZ[P[\[PVUZ���6U�[OL�V[OLY�OHUK��
SME loans are extended through direct 
lending to SME borrowers, cooperatives and 
ÄUHUJPHS�PUZ[P[\[PVUZ�

In 2014, loans outstanding to MSMEs 
amounted to P51.4 billion or 13.3 percent 
of the Bank’s loans to all sectors.  Of this 
amount, P44.9 billion was lent to SMEs and 
P6.5 billion to microenterprises. 

Of the Bank’s total loans to all sectors 
amounting to P385.9 billion, 85.9 percent 
were directed to the priority sectors
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3(5+)(52�HSZV�L_[LUKZ�ÄUHUJPHS�HZZPZ[HUJL�
for livelihood projects and business 
LUKLH]VYZ�VM�X\HSPÄLK�Ä_LK�PUJVTL�LHYULYZ�
in the government and private sectors.  As 
of end-2014, LANDBANK’s outstanding 
livelihood loans reached P16.8 billion or 4.4 
percent of the Bank’s loans to all sectors.

1(9 4GKPVGITCVKQP 2TQITCO

In August 2011, LANDBANK and the 
6]LYZLHZ�>VYRLYZ�>LSMHYL�(KTPUPZ[YH[PVU�
�6>>(��MVYNLK�H�WHY[ULYZOPW�[V�WYV]PKL�
6]LYZLHZ�-PSPWPUV�>VYRLYZ��6->Z��LU[LYWYPZL�
or livelihood opportunities on a sustainable 
IHZPZ���(U�6->��^OV�PZ�JLY[PÄLK�HUK�
LUKVYZLK�I`�6>>(��TH`�H]HPS�VM�ÄUHUJPHS�
assistance for their viable projects.  Eligible 
WYVQLJ[Z�HYL�[OVZL�^P[O�JVUÄYTLK�THYRL[�
or Purchase Order that will generate a 
net monthly income of at least P10,000. 
Minimum loanable amount is P300,000 or 
a maximum of P2.0 million with an interest 
YH[L�VM�����WLYJLU[��WLY�HUU\T�Ä_LK�MVY�[OL�
duration of the loan.

In 2014, loan releases under the partnership 
YLHJOLK�7 ����TPSSPVU�ILULÄ[PUN�����6->�
borrowers.  For the same period, outstanding 
loans amounted to P527.1 million and 
generated 5,634 jobs.  

7YVQLJ[Z�ÄUHUJLK�I`�3(5+)(52�HYL�
JSHZZPÄLK�PU[V�HNYP�HUK�UVU�HNYP�SVHUZ���
Agri-loans include grains trading, piggery, 
poultry, agri-supply, post-harvest facilities, 
bakery, fruits and vegetable trading, copra 
[YHKPUN��HUK�ÄZOLY �̀�5VU�HNYP�SVHUZ��VU�[OL�
other hand, include grocery, apartment, 
general merchandise, commercial buildings, 
hardware, private utility vehicle, internet 
café, restaurant, water station, construction, 
[Y\JRPUN��H\[V�Z\WWS �̀�9;>��TV[VY�WHY[Z��HUK�
gas station, among others.    

Ů� .QCPU HQT 7VKNKVKGU

Among the priority programs of the National 
Government, the utilities sector took the 
IPNNLZ[�ZOHYL�PU�[LYTZ�VM�ÄUHUJPHS�HZZPZ[HUJL�
from the Bank.  Loans to utilities include 
projects that are involved in power generation 
and distribution, gas exploration and water.  
These projects are vital in the operation and 
expansion of various industries in the country.  
In 2014, outstanding loans for the utilities 
sector reached P52.1 billion accounting for 
13.5 percent of the Bank’s loans to all sectors.

Ů� .QCPU HQT 5QEKCNK\GF� .QY�EQUV CPF 
/GFKWO�EQUV *QWUKPI

LANDBANK supports the housing program 
of the national government in providing 
decent housing at affordable cost. Socialized 
housing ranges from P400,000 and below 
per unit; low-cost housing from more than 
P400,000 to P3,000,000; and medium-cost 
housing from more than P3,000,000 to 
P4,000,000.

In 2014, outstanding loans to housing 
reached P37.3 billion or 9.7 percent of the 
Bank’s loans to all sectors. 

Ů� .QCPU HQT .QIKUVKEU Ţ 
6TCPURQTVCVKQP CPF 
%QOOWPKECVKQPU

The country’s archipelagic nature entails 
the development and or improvement of 
various modes of transportation needed 
to facilitate transport of goods and people. 
;OLZL�HYL�JYP[PJHS�PM�JVTTLYJL�PZ�[V�ÅV\YPZO�
not just in urban areas, but including the 
island provinces. In 2014, outstanding loans 
to the transport sector for both land and sea 
based transport system amounted to P22.5 
billion or 5.8 percent of the Bank’s loans to 
all sectors.

On the other hand, LANDBANK’s 
outstanding loans to the communication 
sector reached P21.4 billion or 5.5 percent 
of the Bank’s loans to all sectors. These 
funded projects that improve connectivity in 
the country through the modernization and 
upgrading of telecommunication systems.

Ů� .QCPU HQT 'FWECVKQP

Investment in education is a catalytic 
intervention to achieve inclusive 
development. Thus, LANDBANK extended 
loans for the construction and maintenance 
of educational institutions.  

In 2014, outstanding loans for education 
stood at P5.6 billion, or 1.5 percent of the 
Bank’s loans to all sectors.

Ů� .QCPU HQT *GCNVJ %CTG 

Consistent with the government’s thrust to 
improve the delivery of health care services, 
3(5+)(52�WYV]PKLK�SVHUZ�[V�ÄUHUJL�[OL�
construction of hospitals, clinics and other 
health-related facilities.

P16.8
Outstanding livelihood 

loans
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In 2014, outstanding loans to health care 
amounted to P5.3 billion or 1.4 percent of 
the Bank’s loans to all sectors.

Ů� .QCPU HQT 'PXKTQPOGPV�TGNCVGF 
2TQLGEVU

In support of the government’s thrust to 
adapt to and mitigate the effects of global 
warming, the Bank extends loans that 
enhance the environment, harness the 
potential of renewable and alternative energy 
resources and promote climate change 
adaptation.  

In 2014, outstanding loans for environment-
related projects reached P5.3 billion or 1.4 
percent of the Bank’s loans to all sectors.

Ů� .QCPU HQT 6QWTKUO

In support of the tourism development in 
the country, LANDBANK provided loans to 
support the construction of hotels and other 
facilities.

In 2014, outstanding loans for tourism 
amounted to P2.0 billion or 0.5 percent of 
the Bank’s loans to all sectors.

SUPPORT PROGRAMS 
FOR AGRICULTURAL 
CREDIT

Agricultural Guarantee Fund 
Pool (AGFP)

The Agricultural Guarantee Fund Pool 
(AGFP) is a program jointly administered 
by the Agricultural Credit Policy Council 
(ACPC) of the Department of Agriculture 
(DA) and LANDBANK. The AGFP is a pool 
of funds which is used to guarantee the 
MVVK�WYVK\J[PVU�SVHU�WVY[MVSPV�VM�ÄUHUJPHS�
institutions.  The AGFP was set up to 
LUJV\YHNL�ÄUHUJPHS�PUZ[P[\[PVUZ�HUK�V[OLY�
credit conduits to lend to small farmers in 
support of the government’s agricultural 
productivity program.

AGFP consists of pooled contributions from 
various participating government agencies 
and private institutions in which LANDBANK 
is the institutional manager through the 
Lending Programs Management Group. 

As of December 31, 2014, the AGFP has 
a guarantee portfolio of P4.5 billion. Of 
the amount, P560 million is for the DA-
3(5+)(52�:PRH[�:HRH�7YVNYHT�ILULÄ[PUN�
5,269 accounts with 12,828 hectares 
covered.

Philippine Crop Insurance 
Corporation (PCIC)

The Philippine Crop Insurance Corporation 
(PCIC) is a government-owned and 
-controlled corporation (GOCC) which 
acts as the implementing agency of the 
government’s agricultural insurance program.  
PCIC was created by virtue of PD 1467 (June 
11, 1978), later on amended by PD 1733 
(October 21, 1980) and further amended 
by RA 8175 (December 29, 1995). It is an 
attached agency of the DA. The PCIC’s 
principal mandate is to provide insurance 
protection to farmers against losses arising 
from natural calamities, plant diseases and 
pest infestations of their palay and corn 
crops as well as other crops. The PCIC also 
provides protection against damage to/loss 
of non-crop agricultural assets including 
but not limited to machineries, equipment, 
transport facilities and other related 
infrastructures. 

LANDBANK, with its mandate to provide 
ÄUHUJPUN�[V�ZTHSS�MHYTLYZ�HUK�ÄZOLYZ��MVYNLK�
a tie-up with PCIC to provide insurance 
coverage to existing clients of the Bank 
engaged in agricultural production.

As of December 31, 2014, a total of 917,814 
farmers have been insured by PCIC with 
P35.6 billion value of crops nationwide. 
LANDBANK was able to secure 39,851 
farmers with PCIC involving P2.2 billion in 
amount of coverage.

As of December 31, 2014, the AGFP has a guarantee 
portfolio of P4.5 billion.
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Credit Surety Fund (CSF)

The Credit Surety Fund (CSF) is a program 
implemented by the Bangko Sentral ng 
Pilipinas which aims to help the micro, 
small and medium enterprises (MSMEs) 
by providing collateral alternatives for and 
payment assurance on their bank loans. 
It is a fund pool from the contributors 
of participating proponents such as 
cooperatives, LGUs, NGOs, banks and 
other donors which is executed through a 
Memorandum of Agreement, by and among 
the proponents. 
  
The CSF is governed by an oversight 
committee, which is formed at the provincial 
level, the members of which are elected by 
all contributors to the funds. 

LANDBANK’s participation to the CSF as 
of December 31, 2014 has the following 
breakdown:

�	 ;V[HS�U\TILY�VM�*:-Z�LZ[HISPZOLK�	 ��
�	 ;V[HS�IVYYV^LYZ��*V�VWZ$�����

4:4,Z$����5.6Z$���	 ���
�	 ;V[HS�U\TILY�VM�:--�
	 ILULÄJPHYPLZ	 ������
�	 (TV\U[�VM�3(5+)(52�
	 approved loans 	 P1.095 billion
�	 (TV\U[�VM�SVHU�YLSLHZLZ	 7������IPSSPVU
�	 6\[Z[HUKPUN�)HSHUJL�	 7������IPSSPVU

Credit Assistance Program 
HQT�2TQITCO�$GPGƒEKCTKGU�
Development (CAP-PBD)

The CAP-PBD aims to provide a transitory 
credit window to ARB Organizations in 
ARC and non-ARC areas to capacitate 
them in their organizational, operational and 
marketing skills so that they will be able to 
graduate to the regular lending window of 
LANDBANK within two years.

The CAP-PBD is dubbed as the “Little 
)YV[OLY¹�VM�[OL�(NYHYPHU�7YVK\J[PVU�
Credit Program (APCP) whose targeted 
ILULÄJPHYPLZ�HYL�HSZV�(9)Z��;OL`�
complement each other in terms of providing 
additional credit funds to ARB Organizations 
[OH[�KV�UV[�TLL[�ZWLJPÄJ�SLUKPUN�JYP[LYPH�

As of December 31, 2014, the CAP-
PBD released P160 million to 84 ARB 
Organizations and assisted 4,282 borrowers.

LANDBANK CARES Program 
(Calamity and Rehabilitation 
Support Program)

>P[O�[OL�PUJYLHZPUN�U\TILY�HUK�THNUP[\KL�
of calamities wreaking havoc in the country, 
LANDBANK deemed it proper to introduce 
the CaReS Program to readily respond to 
[OL�ÄUHUJPUN�ULLKZ�VM�HMMLJ[LK�IHUR�JSPLU[Z�
in declared calamity areas in the country. 
The Project aims to bring back normal 
business operations, rebuild the damaged 
infrastructures and bring hope to the down-
spirited people in calamity affected areas. 

As of December 31, 2014, the total amount 
approved under the program reached 
P2.273 billion, of which P1.526 billion was 
released to 149 borrowers, complementing 
funds of conduits and individual borrowers 
in Northern and Southern Luzon, and the 
=PZH`HZ�YLNPVUZ��>P[O�[OL�Z\WWVY[�JVTPUN�
from the LANDBANK CaReS Program, 
businesses were put back on track, 
infrastructures rebuilt and lives normalized. 

Of the P1.526 billion releases, P1.254 billion 
or 82 percent  was  channelled to  117 
clients in the Visayas who were  affected by 
;̀ WOVVU�@VSHUKH�PU�5V]LTILY������HUK�
the Magnitude 7.2 Visayas earthquake of 15 
October 2013 that greatly destructed Bohol 
and Cebu. The other 32 accounts were 
extended to Northern and Southern Luzon 
which were heavily damaged  by Habagat in 
2013 (enhanced by Tropical Storm Maring) 
and Typhoon Glenda in July 2014. 

Agricultural Credit Support 
Project (ACSP)

The Agricultural Credit Support Project 
(ACSP) provides credit and non-credit 
support to proponents engaged in agriculture 
and agri-related projects that may need 
additional capital to increase production or 
expand operations. ACSP adopts the value 
JOHPU�ÄUHUJPUN�HWWYVHJO�MVJ\ZPUN�VU�HUJOVY�
ÄYTZ��WYVJLZZVYZ�HUK�I\`LYZ��

The program is funded by the Japan 
International Cooperative Agency (JICA) with 
[V[HS�H]HPSHISL�M\UKZ�VM�17@������IPSSPVU��7����
billion). As of December 31, 2014, total loan 
releases reached P3.56 billion which was 
extended to 346 borrowers. Outstanding 
loan balance for the same period stood at 
P243.56 million.

The CSF is governed by an oversight 
committee, which is formed at the 
provincial level.
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Based on the type of borrowers, SMEs 
accounted for the biggest share in terms of 
assistance amounting to P666 million (44 
percent share) representing 92 borrowers. 
This is followed by cooperatives and LGUs 
with P330 million (22 percent share) and 
P230 million (15 percent share) representing 
27 and 10 borrowers, respectively. 

One of the major accomplishments under 
the Program is the rehabilitation of the 
poultry industry in the province of Capiz 
and cities of Tacloban and Ormoc. Small 
poultry growers with Contract Growing 
Arrangements availed of this special loan 
program to restore normal operations after 
[`WOVVU�@VSHUKH�[V[HSS`�KHTHNLK�[OLPY�
poultry houses. The rehabilitation program 
for poultry growers aims to reinstate to 
normal level the supply of dressed chicken 
in the island of Panay and the province 
of Leyte, and provide reliable livelihood 
opportunities for the affected growers. 

As of December 31, 2014 credit assistance 
for 12 small growers in Capiz were approved 
and a total amount of P47 million was 
YLSLHZLK�[V�ÄUHUJL�[OL�JVUZ[Y\J[PVU�VM����
conventional poultry houses with a total 
capacity of 300,000 birds representing about 
26 percent  of the total daily requirement 
of the integrator. For the Tacloban and 
Ormoc areas, loan releases reached P174 
million involving 13 contract growers for 
the construction of 39 poultry houses with 
estimated total capacity of 1,057,000 birds 
or 55 percent of the total volume requirement 
of the existing integrators in the area.

Photos show LANDBANK activities in Tacloban 
H[�[OL�[HPS�LUK�VM�����"�[OL�ÄUHUJPUN�ULLKZ�VM�
those in declared calamity areas are the focus of 
LANDBANK CaReS program.
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AGRICULTURAL 
CREDIT EXPANSION 
PROGRAM

Food Supply Chain Program 
(FSCP)

The Food Supply Chain Program (FSCP) is 
a synergy program which aims to provide 
ÄUHUJPHS�HZZPZ[HUJL�[V�HSS�RL`�WSH`LYZ�PU�[OL�
food system to ensure that each link in the 
]HS\L�JOHPU�PZ�LMÄJPLU[�HUK�Z[YVUN��-:*7�HSZV�
strengthens the market linkages between 
agricultural producers and processors 
through the signing and execution of 
a Production, Technical and Marketing 
Agreement (PTMA) between the participating 
farmer’s organizations and the processor or 
HUJOVY�ÄYT�

In 2014, the Program released an additional 
7�����IPSSVU�PU�SVHUZ�^OPJO�ILULÄ[[LK��������
ZTHSS�MHYTLYZ�HUK�ÄZOLYZ��:--Z���:PUJL�
Program implementation in October 2010, 
LANDBANK released a total of P38 billion in 
loans for 140 projects involving 140 tie-ups 
^P[O�HUJOVY�ÄYTZ�[OH[�ILULÄ[[LK��� �����
SFFs.

Sikat Saka Program (SSP)

The Sikat Saka Program (SSP) recognizes 
[OL�ZPNUPÄJHU[�HUK�JYP[PJHS�YVSL�VM�PUKP]PK\HS�
palay farmers as a major player in 
Z\WWVY[PUN�[OL�-VVK�:[HWSLZ�:\MÄJPLUJ`�
Program of the Government. LANDBANK 
forged a partnership with the DA in the 
implementation of the SSP to address the 
ÄUHUJPUN�ULLKZ�VM�ZTHSS�WHSH`�MHYTLYZ��:7-Z��
for palay production in irrigated lands. 

Under the Program, LANDBANK provides 
KPYLJ[�ÄUHUJPHS�HZZPZ[HUJL�[V�[OL�:7-Z��0[�
also provides an integrated support package 
through the attached agencies of the DA. 
;OL�ILULÄJPHYPLZ�\UKLY�[OL�::7�HYL�NP]LU�
DA Sikat Saka ATM Cards where the loan 
proceeds are credited and loan payments 
are debited, among others. 

As of December 31, 2014, the SSP released 
7����IPSSPVU�^OPJO�ILULÄ[[LK�������:7-Z��
Loan releases in 2014 reached P882 million,  
higher by 146 percent than the loan released 
in 2013. 

Agrarian Production Credit 
Program (APCP)

The Agrarian Production Credit Program 
(APCP) aims to provide credit and non-
credit support to promote value chain 
ÄUHUJPUN�PU�HNYPJ\S[\YL��;OL�7YVNYHT�PZ�
jointly implemented by LANDBANK, DA and 
DAR based on the provisions of the 2012 
Memorandum of Agreement among these 
agencies. 

The APCP caters to unbankable Agrarian 
9LMVYT�)LULÄJPHY`�6YNHUPaH[PVUZ��(9)6Z���
0[�IHURZ�VU�[OL�WYPUJPWSL�VM�¸JVOLZP]LULZZ¹�
wherein the mandate, expertise, and 
resources of the implementing agencies 
are pooled together to provide a holistic 
support to the ARBs through the ARBOs. 
Each agency has a vital role to play which, 
collectively, provides arable lands, credit, 
technical assistance, and other support 
services to ensure that the projects are viable 
and sustainable.

As of December 31, 2014, the APCP 
released P874 million to 335 ARBOs with 
�������(9)Z�ILULÄJPHYPLZ�

Masustansyang Inumin para sa 
Likas na Kalusugan (MILK)

The MILK program was launched by 
LANDBANK and the National Dairy Authority 
on December 13, 2013. MILK aims to 
WYV]PKL�JYLKP[�HZZPZ[HUJL�[V�X\HSPÄLK�KHPY`�
small farmers, cooperatives, and federations 
to support dairy production, processing, 
marketing and other dairy-based economic 
activities. Likewise, the Program aims to 
increase domestic milk production, improve 
farm productivity, generate employment and 
increase household income.

As of December 31, 2014, a total of P36.83 
TPSSPVU�PU�KHPY`�YLSH[LK�SVHUZ�^HZ�ÄUHUJLK�

Kalikasang Kabuhayan 
sa Wastong Pamayanan 
(KAWAYAN)

;OL�2(SPRHZHUN�2HI\OH`HU�WHYH�ZH�>(Z[VUN�
7HTH@(5HU��2(>(@(5��^HZ�KL]LSVWLK�[V�
provide credit assistance to support bamboo 
production, processing and marketing. This 

P11.5
Cumulative FSCP releases 

since October 2010

BILLION
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is in recognition of the vast market potential 
of what is known to be as the tallest grass. 
Bamboo has an estimated trade value of 
US$12 billion worldwide. 

Launched on December 13, 2013, the 
2(>(@(5�7YVNYHT�WYV]PKLZ�JYLKP[�
HZZPZ[HUJL�[V�X\HSPÄLK�IVYYV^LYZ�SPRL�ZTHSS�
farmers, cooperatives, federations, SMEs, 
Agri-Business Enterprises (ABEs), Countryside 
Financial Institutions (CFIs) and Local 
Government Units (LGUs) to support bamboo 
production, processing, marketing, e-bamboo 
and other bamboo-based products.

In 2014, LANDBANK collaborated with 
the Philippine Bamboo Foundation, Inc. 
and the Axent Resources Corporation 
in the promotion and marketing of the 
2(>(@(5�7YVNYHT�[OYV\NO�YVHKZOV^Z�
and investment fora. Axent Resources 
Corporation supplies bamboo houses (initial 
35 units) made of engineered bamboo for 
the Diocese of Cagayan de Oro for their 
housing project intended for the victims 
of Typhoon Sendong in Region X.  As of 
December 31, 2014, total approved line for 
bamboo amounted to P30 million.

Integrated Support for 
Development of Aquaculture 
(ISDA)

The Integrated Support for the Development 
of Aquaculture (ISDA) was introduced in 
September 2013.  ISDA is a growership 
WYVNYHT�MVY�[OL�ÄZOLYPLZ�ZLJ[VY�HUJOVYLK�VU�
the institutional buyers or processors linked 
^P[O�ZTHSS�ÄZOLYZ��PUKP]PK\HSZ�HUK�ZTHSS�HUK�
medium enterprise growers. ISDA promotes 
market-focus and value-adding activities, 
HKVW[Z�KLTHUK¶KYP]LU�ÄUHUJPUN�HUK�
increases growers’ competitiveness.

As of December 31, 2014, total releases 
under the ISDA program amounted to 
P112.6 million.

Bringing Inclusive Growth 
in Every Household through 
0CVKQPCN�'NGEVTKƒECVKQP�5WRRQTV�
Services (BRIGHTNESS)

In line with the objectives under the Philippine 
Development Plan to energize 100 percent of 
the barangays all over the country by 2015 
and 90 percent of households by 2017, 
LANDBANK forged a partnership with the 
5H[PVUHS�,SLJ[YPÄJH[PVU�(KTPUPZ[YH[PVU��5,(��
on March 19, 2014.  

The inter-agency cooperation operates 
\UKLY�H�JV�ÄUHUJPUN�ZJOLTL�^OLYL�SVHU�
requirements of Electric Cooperatives 
(ECs) shall be separately funded by NEA 
and LANDBANK on their own individually 
approved terms and conditions.  

Cognizant of the need to energize barangays 
as a means to generate employment and 
promote socio-economic growth especially 
in the countryside, LANDBANK implemented 
a credit program dubbed as Bringing 
Inclusive Growth in every Household through 
5H[PVUHS�,SLJ[YPÄJH[PVU�:\WWVY[�:LY]PJLZ�
(BRIGHTNESS) under the partnership.   
Through the BRIGHTNESS Program, the 
use of renewable energy in the country shall 
be encouraged and the Bank’s support for 
developmental projects of rural cooperatives 
ZOHSS�IL�M\Y[OLY�PU[LUZPÄLK�ZWLJPÄJHSS`�[V�IVVZ[�
the power sector and help reduce the cost of 
electricity in the rural areas.  

As of December 31, 2014, LANDBANK 
^HZ�HISL�[V�ÄUHUJL�[OL�ULLKZ�VM����,SLJ[YPJ�
Cooperatives and four Private Utilities 
with a total approved loan P4.84 million 
and P4.16 million, respectively. Electrical 
JVUULJ[PVUZ�[OYV\NO�[OL�)HUR»Z�ÄUHUJPUN�
reached 3,157,117 households as of 
December 31, 2014.

Through the BRIGHTNESS Program, the 
use of renewable energy in the country shall 
be encouraged and the Bank’s support for 
developmental projects of rural cooperatives 
shall be further intensified specifically to 
boost the power sector and help reduce the 
cost of electricity in the rural areas.
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H2OPE (Water Program for 
Everyone)

To make available the basic need for piped, 
clean, and safe water 24/7 to at least 85 
percent of more than 100 million (est.) 
Filipinos, LANDBANK implemented the 
/�67,��>H[LY�MVY�,]LY`VUL��7YVNYHT���;OL�
Program aims to position the Bank as one of 
[OL�¸JOHTWPVUZ¹�PU�[OL�^H[LY�HUK�ZHUP[H[PVU�
ZLJ[VY�ZWLJPÄJHSS`�[OYV\NO�[OL�ÄUHUJPUN�VM�
water development/expansion, distribution, 
and management. Eligible borrowers include 
JYLKP[^VY[O`�>H[LY�+PZ[YPJ[Z��3.<�VWLYH[LK�
and managed water utilities, privately-owned 
water utilities, and users or communities-
operated water utilities run by cooperatives, 
rural waterworks and sanitation associations, 
and barangay waterworks and sanitation 
associations.   

As of December 31, 2014, the H2OPE 
Program has P3.756 billion in approved 
loans, P1.847 billion in loan releases and 
P1.753 billion in outstanding balance. There 
were an estimated 3,200 jobs generated 
based on total releases. New potable water 
connections in 2014 resulting from the loans 
L_[LUKLK�I`�[OL�)HUR�ILULÄ[LK�  �����
households.

Credit Support Fund (CreSF) 
Program

To complement the National Government’s 
9LJVUZ[Y\J[PVU�(ZZPZ[HUJL�VU�@VSHUKH�
�9(@���[OL�)\YLH\�VM�[OL�;YLHZ\Y`��);Y��HUK�
LANDBANK entered into a Memorandum 
of Agreement in May 2014 to facilitate the 
implementation of the Credit Support Fund 
(CreSF) Program.

CreSF Program intends to jumpstart 
LJVUVTPJ�HJ[P]P[PLZ�PU�MV\Y[LLU�@VSHUKH�
HMMLJ[LK�WYV]PUJLZ�JV]LYLK�I`�9(@�I`�
WYV]PKPUN�LSPNPISL�4PJYVÄUHUJL�0UZ[P[\[PVUZ�
(MFIs) loans and applicable insurance 
coverage to micro entrepreneurs/enterprises 
for their livelihood programs and projects.

The National Government allotted P2.0 
billion fund for the Program, P1.60 billion of 
which is for the credit fund and the remaining 
P0.40 billion as loan administration fund for 
participating MFIs. The Bank approved on 
June 17, 2014 the loan applications of four 
MFIs totaling P1.24 million.

Bringing Urbanization and 
Innovation through LANDBANK’s 
Diverse Engineering Resource 
Support (BUILDERS)

In recognition of the potential contribution 
of the construction sector in building 
the required infrastructure necessary for 
development to happen, LANDBANK 
launched the BUILDERS (Bringing 
Urbanization and Innovations through 
LANDBANK’s Diverse Engineering 
Resource Support) Program on August 15, 
2014.  LANDBANK’s BUILDERS program 
L_[LUKZ�ÄUHUJPHS�HZZPZ[HUJL�[V�K\S`�
licensed contractors (by the DTI-Philippine 
Contractors Accreditation Board) who 
support the government’s Public-Private 
Partnership Program.

Eligible projects under the BUILDERS 
Program include housing, education, 
real estate development, mass housing 
for calamity-stricken regions, transport 
infrastructure, construction/renovation/
L_WHUZPVU�VM�I\ZPULZZ�VMÄJLZ�HUK�I\PSKPUNZ��
and purchase of construction equipment/
machineries, among others. 

As of December 31, 2014, approved loans 
already reached P4.822 billion with total 
releases amounting to P3.652 billion which 
generated about 6,400 jobs. The outstanding 
balance of this Program is at P3.422 billion.

Credit Assistance for Cacao 
Agribusiness Entities and other 
Organizations (CACAO 100 
Financing Program)

Taking on the challenge to revitalize the 
cacao industry in the Philippines, the Bank 
offered its Credit Assistance for Cacao 
Agri-Business and Other Organizations 
(CACAO 100) Program. The Program intends 
to increase agricultural productivity through 
intercropping of cacao in coconut areas or 
planting in idle lands.

As of December 31, 2014, CACAO 100 
Program has P531.99 million approved 
loans, P199.69 million loan releases and 
P109.21 outstanding balance.

99,662
benefited from new 

potable water connections

 HOUSEHOLDS
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LANDBANK-SMC Corn 
and Cassava Assemblers/
Consolidators Financing 
Program

The Program was launched to enhance 
the production of raw materials for the 
production of animal feeds. The San Miguel 
Corporation, through San Miguel Foods, 
Inc. (SMFI), signed a Memorandum of 
Agreement that will allow engagement of 
small farmers in the production of cassava 
and corn through the assemblers. The SMFI 
enters into a supply and purchase agreement 
with assemblers stipulating, among others, 
automatic loan payments to LANDBANK.

As of December 31, 2014, the Program 
has P17.50 million approved loans, P17.17 
million loan releases and P15.67 million 
outstanding balance involving four SMEs and 
three cooperatives.

Agricultural and Fisheries 
Financing Program (AFFP)

Pursuant to the General Appropriations ACT 
(GAA) of 2013, the AFFP was jointly launched 
by and among the DA, Agricultural and Credit 
Policy Council (ACPC) and LANDBANK. The 
AFFP provides credit to small farmers and 
ÄZOLYZ�YLNPZ[LYLK�PU�[OL�9LNPZ[Y`�:`Z[LT�MVY�
Basic Sectors in Agriculture (RSBSA).

The AFFP design was similar to SSP which 
also caters to small farmers adopting the 
direct lending approach. The AFFP covers 

other types of agricultural sectors such 
HZ�ÄZOLYZ�HUK�MHYT^VYRLYZ��HZ�^LSS�HZ�
other projects such as agricultural trading, 
processing and services. It covers 75 RSBSA-
registered provinces, 14 of which are being 
covered by LANDBANK while the remaining 
provinces are being covered by PCFC.

As of  December 31, 2014, the AFFP 
released P18 million to 222 farmers and 
ÄZOLYZ�

Renewable Energy Lending 
Program

The Renewable Energy Lending Program 
is one of LANDBANK’s programs 
supporting the government’s call to 
promote the development, utilization and 
commercialization of renewable energy. 
;OL�7YVNYHT�WYV]PKLZ�ÄUHUJPUN�Z\WWVY[�
to renewable energy (RE) projects such as 
biomass, geothermal, hydropower, ocean, 
solar, wind, biofuel and other renewable 
energy projects. 

The Program also aims to provide 
ÄUHUJPHS�WHJRHNLZ�[V�ZVSL�WYVWYPL[VYZOPWZ��
partnerships, corporations, cooperatives/
HZZVJPH[PVUZ��3.<Z��ÄUHUJPHS�PUZ[P[\[PVUZ��
GOCCs, NGAs, NGOs for working/
permanent capital expenditures and project 
preparations.

As of December 31, 2014, LANDBANK was 
HISL�[V�ÄUHUJL����9,�WYVQLJ[Z�^P[O�[V[HS�
approved loans amounting to P4.38 billion.

The Renewable Energy Lending Program is 
one of LANDBANK’s programs supporting the 
government’s call to promote the development, 
utilization and commercialization of renewable 
energy. The Program provides financing 
support to renewable energy (RE) projects 
such as biomass, geothermal, hydropower, 
ocean, solar, wind, biofuel and other renewable 
energy projects. 
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agri- and non-agri cooperatives; (2) the 
Gawad Entrepreneur for successful small 
and medium enterprises whose projects 
improved the socio-economic conditions 
of the locality; (3) the Gawad CFI for 
outstanding partner rural banks which helped 
L_WHUK�[OL�)HUR»Z�ÄUHUJPHS�HZZPZ[HUJL�PU�[OL�
Y\YHS�HYLHZ"�HUK�����[OL�.H^HK�2((.(7(@�
for corporate clients who contributed to 
income and employment generation and 
growth of local businesses.

��� ���� )#9#& 5# 2+0#-#6#0)+0) 
-112'4#6+$# 
)CYCF 2+6#-� 
9+00'45

MAJOR AWARDS:

GININTUANG GAWAD PITAK – AGRI-BASED 
COOPERATIVES CATEGORY

�	 )H\N�*(97�)LULÄJPHYPLZ�47*�
Magallanes, Agusan del Norte

OUTSTANDING AGRI-BASED 
COOPERATIVES

�	 �Z[�7SHJL��¶�5HNRHRHPZHUN�4HNZHZHRH�
Agricultural MPC, Llanera, Nueva Ecija

�	 �UK�7SHJL��¶�3\U[PHU�47*��Tiaong, 
Quezon

�	 �YK�7SHJL��¶�;HSHI\[HI�5VY[L�7YPTHY`�
MPC, General M. Natividad, 

	 Nueva Ecija
�	 �[O�7SHJL��¶�:PUKHUNHU�-(*64(�

Community MPC, Sindangan, 
Zamboanga del Norte

�	 �[O�7SHJL��¶�)\LUH]PZ[H�+L]LSVWTLU[�
Cooperative, Buenavista, Guimaras

GININTUANG GAWAD PITAK – NON-AGRI-
BASED COOPERATIVES CATEGORY

�	 :[H��*Y\a�:H]PUNZ�HUK�+L]LSVWTLU[�
Cooperative, Sta. Cruz, Ilocos Sur

OUTSTANDING NON-AGRI-BASED 
COOPERATIVES

�	 �Z[�7SHJL�¶�0^HOVYP�47*�
	 Mariveles, Bataan
�	 �UK�7SHJL�¶�>H[JOSPML�>VYRLYZ�47*�

Mariveles, Bataan
�	 �YK�7SHJL�¶�:VJVYYV�,TWV^LYLK�7LVWSL»Z�

Cooperative, Socorro, Surigao del Norte
�	 �[O�7SHJL�¶�50(�9LNPVU�0=�,TWSV`LLZ�

MPC, Pila, Laguna
�	 �[O�7SHJL�¶�.VSKLU�.YV\W�.HIH`�

Puhunan Brotherhood MPC 
	 San Fernando, Pampanga

DEVELOPMENT 
ASSISTANCE 
PROGRAMS

AWARDS AND RECOGNITIONS

LANDBANK annually confers awards to 
its outstanding development partners 
to recognize their excellence in terms of 
VWLYH[PVUHS�WLYMVYTHUJL�HUK�ZPNUPÄJHU[�
contributions to uplift the lives of members 
and local community especially in the 
countryside. These awards are as 
follows:(1) the Gawad PITAK for model 
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HALL OF FAME – AGRI-BASED CATEGORY

�	 )HN\TIH`HU�7YPTHY`�47*�
	 Llanera, Nueva Ecija

HALL OF FAME – NON-AGRI-BASED 
CATEGORY

�	 )HYIHaH��47*�*\IH �̀�)HYIHaH��(U[PX\L

SPECIAL AWARDS – ULIRANG MAGSASAKA

�	 <SPYHUN�4HNZHZHRH��-SVYLUJPV�.��:\KV`�
Bagong Buhay ng Mabini Cooperative 
Sto. Domingo, Nueva Ecija

�	 -PYZ[�9\UULY�\W��9\ILU�4��9HNHZ�)H\N�
*(97�)LULÄJPHYPLZ�47*�

	 Magallanes, Agusan del Norte
�	 :LJVUK�9\UULY�\W��,YULZ[V�*��.HYJPH�

Ligas Kooperatiba ng Bayan sa 
Pagpapaunlad, San Miguel, Bulacan
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��� ���� )#9#& '064'24'0'74 
9+00'45

NATIONAL WINNERS

OUTSTANDING AGRI-BASED 
ENTREPRENEUR

�	 5H[\YL»Z�3LNHJ`�,_PTWVY[��0UJ��
Compostela, Cebu

ENTREPRENEUR OF THE YEAR

�	 3��(UNLSLZ�4HJOPULYPLZ�*VYWVYH[PVU�
(LAMACO) Bacoor City, Cavite
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OUTSTANDING NON-AGRI-BASED 
ENTREPRENEUR

�	 :V\[OLYU�4PUKHUHV�0UZ[P[\[L�VM�
Technology (SMIT) 

	 Tacurong City, Sultan Kudarat

REGIONAL WINNERS

AGRI-BASED ENTREPRENEUR

�	 :WZ��:HUKYH�HUK�1VLS�KL�.\aTHU�
	 San Carlos City, Pangasinan
�	 :WZ��4HJHYPH�HUK�.\PKV�)HNZPJ�
	 Calapan, Oriental Mindoro

NON-AGRI-BASED ENTREPRENEUR

�	 :WZ��(UULSLUL�HUK�>PULMYLK�:LZJHY
	 Roxas, Oriental Mindoro
�	 4HYNHYP[H�=��9LTVSSV�
	 Talomo, Davao del Sur		
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��� ���� %(+ 9+00'45

MAJOR AWARDS

NATIONAL LEVEL – RURAL BANKS

)LZ[�*-0�(]HPSLY��4PJYVÄUHUJL�3VHUZ�	
�	 9\YHS�)HUR�VM�.VH��0UJ�
	 Goa, Camarines Sur

Best CFI Availer (Agri-Agra Loans)	
�	 )HUR�VM�4HRH[P��(�9\YHS�)HUR���0UJ�
	 Makati City

Best CFI Intermediary (with lowest 
pass-on rate)
�	 *HU[PSHU�)HUR��(�9\YHS�)HUR���0UJ�
	 Cantilan, Surigao del Sur

REGIONAL AWARDS

Bank of Makati (A Rural Bank), Inc. 
Makati City, NCR

Gateway Rural Bank, Inc. 
Balagtas, Bulacan, Region III

Bangko Kabayan (A Rural Bank), Inc. 
Ibaan, Batangas, Region IV-A

Rural Bank of Camalig, Inc. 
Legazpi City, Albay, Region V

1st Place-Rural Bank of Goa, Inc. 
Goa, Camarines Sur

2nd Place-Rural Bank of Cauayan, Inc.
Cauayan, Isabela 

3rd Place-Cantilan Bank (A Rural Bank), Inc.
Cantilan, Surigao del Sur

4th Place-Rural Bank of San Jose, Inc.
San Jose, Camarines Sur

5th Place-Cabanatuan City Rural Bank, Inc., 
Cabanatuan, Nueva Ecija

NATIONAL LEVEL–COOPERATIVE BANKS

1st Place-Cooperative Bank of Cotabato
Kidapawan, North Cotabato

2nd Place-Cooperative Bank of Nueva 
Vizcaya, Solano, Nueva Vizcaya 

SPECIAL AWARDS

Best CFI Availer (All Loans)		
�	 .H[L^H`�9\YHS�)HUR��0UJ�
	 Balagtas, Bulacan
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��� ���� )#9#& 5# -14214#5;10 
0# -##)#2#; 5# #6+0) 
)#0#2 0# 6#)7/2#; 
)CYCF 
-##)#2#;� 9+00'45

NATIONAL WINNERS

OUTSTANDING LARGE AGRI-BASED 
CORPORATION
�	 :3�(NYP[LJO�*VYWVYH[PVU
	 Makati City, Metro Manila

OUTSTANDING LARGE NON-AGRI-BASED 
CORPORATION
�	 (ZPHU�4HYPUL�;YHUZWVY[�*VYWVYH[PVU
	 Cebu City, Cebu

OUTSTANDING MID-SIZED AGRI-BASED 
CORPORATION
�	 (NYP�*VTWVULU[�*VYWVYH[PVU
	 Cauayan City, Isabela

OUTSTANDING MID-SIZED NON-AGRI-
BASED CORPORATION
�	 :[��,SPaHIL[O�/VZWP[HS��0UJ� 

General Santos City, South Cotabato

REGIONAL WINNERS

LARGE AGRI-BASED CORPORATION
�	 (SS�(ZPHU�*V\U[LY[YHKL��0UJ�
	 Makati City, Metro Manila

LARGE NON-AGRI-BASED CORPORATION
�	 4H`UPSHK�>H[LY�:LY]PJLZ��0UJ�
	 Quezon City, Metro Manila

MID-SIZED AGRI-BASED CORPORATION
�	 (UH»Z�)YLLKLYZ�-HYTZ��0UJ�
	 Davao City, Davao
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LANDBANK Gawad Kabuhayan 
Program

The LANDBANK Gawad Kabuhayan is 
a livelihood program for the survivors of 
Typhoon Sendong in the relocation site of 
Habitat for Humanity in Cagayan de Oro 
City. A total of 500 families were given 
trainings on concrete hollow block making; 

preparation of jams and spread; baking; 
running a transportation business; and 
other livelihood activities. Values formation 
ZLTPUHY��ÄUHUJPHS�THUHNLTLU[�HUK�
orientation in forming a cooperative also 
formed part of the livelihood training. 

0UZ[HU[S �̀�[OL�WYVNYHT�ILULÄJPHYPLZ�
earned from selling what they produce 
as they continue to train and master their 
enterprises. By the last quarter of 2014, the 
WYVNYHT�ILULÄJPHYPLZ�^LYL�HISL�[V�MVYT�
two cooperatives namely the United Food 
Processors and Producers Cooperative 
and the Habitat Homeowners Transport 
Cooperative.

Gawad PATNUBAY Program

;OL�.H^HK�7(;5<)(@��.H^HK�7HN�HHYHS�
Tungo sa Maunlad na Bayan) Scholarship 
Program primarily aims to help poor and 
deserving students who will specialize 
PU�[OL�ÄLSKZ�VM�HNYPJ\S[\YL�HUK�ÄZOLYPLZ��
LANDBANK has partnered with the 
International Rice Research Institute (IRRI) 
for the formal education (four years) and with 
the Federation of Family Farm and Rural 
Schools (PHILFEFFARS) for the informal 
education (two years). Of the 28 scholars 
enrolled in various state universities under the 
management of IRRI, 12 are set to graduate 
by April 2015. Meanwhile, 11 of the 18 
scholars at the Farm Business Institute in 
Jala-jala, Rizal under the PHILFEFFARS are 
expected to graduate by October 2015.

500
trained under the Gawad 

Kabuhayan Program

FAMILIES 

Survivors of Typhoon Sendong in the relocation site of Habitat for Humanity in Cagayan 
de Oro City participate in the LANDBANK Gawad Kabuhayan, a livelihood program.
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Gawad E-Dukasyon Program 
(AgriCOOLture Educational 
Video Series)

Gawad e-dukasyon Program is one of 
the Bank’s CSR programs that support 
agriculture education in the Philippines. This 
is done in partnership with the Knowledge 
Channel Foundation, Inc. (KCFI), and 
in cooperation with the Department of 
Education (DepEd).

The program introduces new media 
component in education by making use of 
modern and innovative forms of media such 
as videos and internet modules. It sends 
across the Bank’s message of promoting 
agriculture and agriculture studies among 
the youth to encourage them to pursue 
agriculture-related courses in college.

Gawad e-Dukasyon Program’s primary 
objective is to produce three videos: Crop 
Production and Harvest, Poultry Raising, 
and Aquaculture and Fisheries. These 
videos are aired over Knowledge Channel, 
and the e-modules are made available on 
the internet. The videos are also shown 
over all Knowledge Channel-connected 
public schools nationwide as supplement 
for the students’ Agriculture subject in the 
curriculum.

6MÄJPHSS`�SH\UJOLK�PU�4HYJO�������
the Educational Video Series, entitled 
¸(NYP*663[\YL�¹�PU[YVK\JLZ�HNYPJ\S[\YL�
studies with interviews from experts  in the 
ÄLSK�VM�HNYPJ\S[\YL��(WHY[�MYVT�[OL�PU[LY]PL^Z��
the videos also feature information on various 
entrepreneurial possibilities including how to 
set up an agricultural livelihood project. 

In 2014, a total of 3,330 schools and 
4,007,943 students were reached by the 
AgriCOOLture educational video series. 
Focus group discussions were conducted, 
and the results showed success of the 
video series in promoting and increasing 
awareness among students about various 
opportunities in agriculture. The students 
were also able to appreciate the economic 
and societal importance of agriculture and 
its opportunities for professional and/or 
entrepreneurial development.

This complements the Bank’s Gawad 
7(;5<)(@�:JOVSHYZOPW�7YVNYHT��HZ�IV[O�
Programs bring forward the message that 
agriculture is a good career path and a 
possible source of income and business.
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Adopt-A-Watershed Program 
Phase II

;OL�(KVW[�(�>H[LYZOLK�7OHZL�00�PZ�H�
renewal of agreement between LANDBANK 
and the Department of Environment and 
Natural Resources (DENR) made in 2012. 
Taking off from the Phase I agreement signed 
in 2006 and completed in 2010, LANDBANK 
continued the Program to help preserve and 
protect the country’s critical watersheds and 
help ensure a steady supply of clean and 
ZHML�KYPURPUN�^H[LY�HUK�HSZV�WYL]LU[�ÅVVKZ��
landslides, and run-offs in the future.

This initiative protects and rehabilitates 
KLU\KLK�WVY[PVUZ�Z\YYV\UKPUN�ZP_�PKLU[PÄLK�
watersheds in the country by nursing and 
planting tree seedlings in the said watersheds 
from 2012 to 2015. LANDBANK participates 
in this project through the Bayanihan Bayan 
Program as a volunteer organization which 
has been mobilized to share responsibility in 
the protection of watersheds. 

The program formally kicked-off last June 30, 
2012 through the signing of a memorandum 
of agreement between the DENR, led by 
Secretary Ramon Paje and LANDBANK 
President and CEO Gilda Pico.

Under the agreement, LANDBANK shall take 
care of six watersheds  covering  a total area of 
40 hectares  nationwide. LANDBANK started in 
Balagbag, San Jose del Monte, Bulacan where 
LANDBANK employees planted fruit-bearing 
(langka, kasoy, avocado) and hardwood (narra, 
magium, mahogany) seedlings covering 10 
hectares of land on November 12, 2012. The 
program also involved the participation of 
the Samahan ng Magsasaka ng Karahume 
at Balagbag (SAMAKABA), the People’s 
Organization (PO)/Farmers Association (FA) 
PU�[OL�HYLH��[OL�ÄLSK�WHY[ULY�^OPJO�PZ�[OL�
ILULÄJPHY`�VM�[OL�WYVNYHT�

:PTPSHY�HJ[P]P[PLZ�^LYL�OLSK�PU�[OL�V[OLY�Ä]L�
Bank-adopted watersheds, to wit:

Watershed	 Adopted Area	 People’s Organization

Bugallon, Pangasinan	 10 has.
	 Cayanga Bugallon Upland Farmers

		  Association Inc. (CBUFAI)

Negros Occidental	 5 has.	 Don Salvador Benedicto Farmers
		  Association (DSBFA)

Sapang Dako, Cebu City	 5 has.	 Sto. Niño Farmers Association
		  (SNFA)
Tigatto, Davao City	 5 has.	 Barangay Council of Tigato
Polomolok, South Cotabato	 5 has.	 Barangay Council of Olympog

3(5+)(52�LTWSV`LLZ�WHY[PJPWH[LK�PU�[YLL�WSHU[PUN�HJ[P]P[PLZ�VM�[OL�)HUR»Z�(KVW[�H�>H[LYZOLK�7YVNYHT��
The Program aims to preserve and protect the country’s critical watersheds.
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LANDBANK follows a schedule for the 
monitoring, protection and maintenance of 
the adopted area for three years. After three 
years, LANDBANK will turn-over the sites to 
the POs.

In 2013, LANDBANK and the POs prepared 
the site by brushing and clearing the trails and 
planting areas. Landbankers also procured 
the seedlings and then planted them.

Over 300 LANDBANK employees have 
volunteered in planting 50,000 trees.

The following year, 2014, work focused 
on the maintenance and protection of the 
adopted site by weeding, replacing, planting, 
MLY[PSPaPUN�HUK�LZ[HISPZOPUN�ÄYLSPULZ��

“We Help You Grow”

3(5+)(52�HKVW[LK�¸>L�/LSW�@V\�.YV^¹�
as its new tagline which conveys what 
LANDBANK does for its clients, partners 
and stakeholders. It speaks of progress and 
LTWV^LYTLU[��HUK�YLÅLJ[Z�3(5+)(52»Z�
mission of helping the nation and the Filipino 
people grow. 

¸>L�/LSW�@V\�.YV^¹�LTIVKPLZ�[OL�)HUR»Z�
WYPVYP[PLZ��^OPJO�HYL�UV[�TLYLS`�WYVÄ[Z��I\[�
more of promoting sustainable development 
and preserving the environment, 
empowering the countryside and the sectors 
[OH[�JVU[YPI\[L�[V�[OL�LJVUVT �̀�0[�YLÅLJ[Z�
the Bank’s belief that success will be truly 
achieved by growing together with our 
people and country.

SUPPORT TO THE 
COMPREHENSIVE 
AGRARIAN 
REFORM 
PROGRAM

As provided in the LANDBANK Charter, the 
)HUR�ZLY]LZ�HZ�[OL�ÄUHUJPHS�PU[LYTLKPHY`�
of the Comprehensive Agrarian Reform 
Program (CARP).  As such, LANDBANK 
extends key services such as land valuation 
of CARPable lands, processing of payments 
as landowners’ compensation, collection of 
amortization payments from agrarian reform 
ILULÄJPHYPLZ��HUK�L_[LUZPVU�VM�ÄUHUJPHS�JYLKP[�
and technical support to agrarian reform 
ILULÄJPHYPLZ�[OYV\NO�JVUK\P[Z������
                                                                                                                           

CARP Land Transfer Operations

As one of the implementing agencies of 
CARP, land transfer claims approved for 
payment by LANDBANK reached 19,778 
hectares for January to December 2014. The 
19,778 hectares have a land value of P2.4 
billion.

Landowners Compensation and 
Assistance

(Z�H�ÄUHUJPHS�PU[LYTLKPHY`�VM�*(97��
LANDBANK paid a total of P5.9 billion for 
landowners’ compensation of CARP-covered 
private agricultural lands for the period 
January-December 2014.  Of the P5.9 
billion, P816 million was paid in cash while 
the remaining P5.1 billion was in the form of 
CARP bonds (P4.0 billion for principal and 
P1.1 billion for payment of interest).

The Bank also assisted CARP-covered 
landowners and bondholders in the 
marketing/trading or encashment of their 
CARP bonds.  In 2014, total CARP bonds 
sold amounted to P454.3 million involving 
869 landowners and bondholders which 
generated an income of P8.8 million.

Land Amortization and Loan 
Collections from CARP Farmer-
$GPGƒEKCTKGU

In 2014, total land amortization collections 
MYVT�(NYHYPHU�9LMVYT�MHYTLY�ILULÄJPHYPLZ�
amounted to P676.1 million, whereas, 
total loan collections from Agrarian Reform 
MHYTLY�ILULÄJPHYPLZ�MVY�SVHUZ�M\UKLK�I`�(9-�
amounted to P12.5 million. 

LANDBANK-Administered 
Agrarian Reform Fund for CARP

The fund balance of the LANDBANK-
administered Agrarian Reform Fund 
amounted to P6.3 billion in 2014. For the 
same period, LANDBANK received P4.4 
billion from the Bureau of the Treasury for 
the bond servicing requirements of the 
10-year CARP bonds under the automatic 
appropriation of the National Government. 
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Raul J. Gerada
Chairperson, Polo SN MPC

OPERATIONAL HIGHLIGHTS / CUSTOMER SERVICE



“The cooperative 
is helping 

engage members 
toward better 

financial and time 
management 

through 
innovation.”

Better Service Delivery 
and Management 
through Innovation

LANDBANK CUSTOMER SERVICE 
BY THE NUMBERS IN 2014

8.8
MILLION

1,338
TOTAL

Number of 
LANDBANK ATMs

LANDBANK 
cardholder base

6
LEAFS

established

MOST 
EXTENSIVE 

Branch Network 
covering 81 or all of 
the PH provinces

USD 1.12 BILLION 
in Remittance 
facilitated

P2.6 Billion 
amount of iAccess 
transactions

P5.4 BILLION 
Investments portfolio
in equity and other
ÄUHUJPHS�PUZ[Y\TLU[Z

Situated in what is considered pineapple country, the Polo Samahang Nayon Multi-Purpose Cooperative (Polo SM MPC) has 
been making its mark as a proponent of the agri industry in Polomolok, South Cotabato since 1991.

0[Z�L_[LUZP]L�KLHSPUNZ�^P[O�+VSL�7OPSPWWPULZ��+VSLÄS��MVY�WPULHWWSL�JVU[YHJ[�NYV^PUN�ILNHU�PU��  ��^P[O�VUS`����OLJ[HYLZ��(STVZ[�
two decades in, the cooperative now navigates about 564.49 hectares as of 2014, covering Polomolok and neighboring T’boli for 
its pineapple crops. 

And sharing the rewards of having reliable partnerships for better services, such as savings and credit facilities, loans for 
livelihood projects and providential needs, agri equipment services, and merchandising among others, the cooperative has tied-
up with LANDBANK for its members to avail of the LANDBANK Mobile LoanSaver in 2014. Sharing the rewards of having reliable 
WHY[ULYZOPWZ�MVY�IL[[LY�ZLY]PJLZ��[OL�JVVWLYH[P]L�PZ�OLSWPUN�LUNHNL�TLTILYZ�[V^HYK�IL[[LY�ÄUHUJPHS�HUK�[PTL�THUHNLTLU[�
through innovation.



EXPANSION AND 
WIDENING OF 
DELIVERY CHANNELS

Consistent with its thrust to extend 
ÄUHUJPHS�ZLY]PJLZ�PU�HSS�WYV]PUJLZ��JP[PLZ�HUK�
municipalities, LANDBANK, in 2014, opened 
new servicing units and installed new facilities 
for the convenience and continued access of 
bank clients.

Ů	 0GY�$TCPEJGU

	 In 2014, LANDBANK opened 10 new 
IYHUJOLZ�HUK�L_[LUZPVU�VMÄJLZ�PU�[OL�
following areas:  Pasay City at the GSIS 
Complex, Carmen Rosales (Pangasinan), 
Carigara (Leyte), Dapitan (Zamboanga 
del Norte), Dinagat Island, Sto. Tomas 
(Batangas), Daraga (Albay), Alabang 
Business Center, Guagua (Pampanga) 
and Araneta Center.  The opening of 
these units  expanded the Bank’s branch 
network to 351. In addition, LANDBANK 

has six tellering booths and six foreign 
exchange booths to provide additional 
banking services to customers.   

	 The opening of Dinagat Island Branch in 
October 2014 made the LANDBANK’s 
branch network the most extensive 
among that of universal banks in the 
Philippines. It is also the only bank 
with presence in all of the country’s 81 
provinces.   

S E R V I C E
CUSTOMER

10
Opened in 2014

NEW BRANCHES & 
EXTENSION OFFICES
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From top left: Carmen Branch, Araneta Center E.O., Dapitan Branch, GSIS Branch, Alabang Business Center, Carigara Branch, Daraga Branch
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Ů	 #WVQOCVGF�6GNNGTKPI� 
	 Machines (ATMs)

	 In 2014, LANDBANK installed 125 new 
ATMs bringing the total ATM network 
to 1,338.  This made LANDBANK as 
the fourth largest Bank in terms of ATM 
network in the country.  These ATMs are 
strategically located across the country, 
with 325 units (24 percent) in the National 
Capital Region, 267 units (20 percent) in 
North and Central Luzon, 238 units (18 
percent) in Southern Luzon, 215 units (16 
percent) in the Visayas and 293 units (22 
percent) in Mindanao.

	 To remain competitive and to support its 
8.8 million cardholder base, LANDBANK 
installed ATMs in strategic locations 
Z\JO�HZ�NV]LYUTLU[�MHJPSP[PLZ�VMÄJLZ��
JVTTLYJPHS�JLU[LYZ�HUK�V[OLY�OPNO�[YHMÄJ�
areas such as malls and train stations.

	 LANDBANK introduced the Interbank 
Fund Transfer (IBFT) facility, an enhanced 
feature of the ATM, which enables 
real-time interbank transfer of funds 
from one account to another using the 
ATM.  From its initial implementation in 
2013 with 20,116 transactions, the IBFT 
WVZ[LK�H�ZPNUPÄJHU[�\[PSPaH[PVU�NYV^[O�
of 126 percent  in 2014 with 45,430 
transactions.  

Ů	 /QDKNG�#6/U

	 LANDBANK likewise deployed mobile 
ATMs to provide banking convenience 
and bring LANDBANK services closer to 
the ground.  The mobile ATMs are used 
to support the distribution of cash grants 
[V�[OL�ILULÄJPHYPLZ�VM�[OL�NV]LYUTLU[»Z�
Conditional Cash Transfer Program in 
MHY�Å\UN�HYLHZ"�HUK�HYL�HSZV�KLWSV`LK�[V�
complement operations of a LANDBANK 
branch.  The mobile ATMs also proved 
useful as part of a disaster recovery 
support in calamity-stricken areas.  

	 In 2014, LANDBANK deployed eight 
TVIPSL�(;4Z�^P[O�\[PSPaH[PVU�ZPNUPÄJHU[S`�
improving to 194,936 transactions 
amounting to P500 million, from 17,987 
transactions amounting to P191.18 
million in 2013.  

Ů	 .GPFKPI�7PKVU

	 To complement its deposit taking 
operations, the Bank maintains lending 
\UP[Z�IV[O�H[�[OL�/LHK�6MÄJL�HUK�
provinces.  The lending units originate 
and process loan applications from 
different clients such as small farmers and 
ÄZOLYZ��JVVWLYH[P]LZ��ÄUHUJPHS�PUZ[P[\[PVUZ�
such as rural banks, cooperative banks 
and thrift banks, small and medium 
enterprises, local government units, and 
corporations.  

	 As of December 31, 2014, LANDBANK 
has 38 provincial Lending Centers and 
LPNO[�/LHK�6MÄJL�IHZLK�SLUKPUN�\UP[Z���

	 Of the total number of provincial Lending 
Centers, 21 are in Luzon, seven in the 
Visayas and 10 in Mindanao.  

Ů	 &GXGNQROGPV�%QPFWKVU

	 In order to further expand its reach 
HUK�MHJPSP[H[L�[OL�KLSP]LY`�VM�ÄUHUJPHS�
assistance and basic banking services 
in the countryside, LANDBANK taps 
various development conduits such 
as cooperatives, rural banks and 
thrift banks.  LANDBANK extends 
rediscounting facilities, among others, 
to these conduits so said conduits can 
expand their portfolio particularly to the 
ZTHSS�MHYTLYZ�HUK�ÄZOLYZ�

	 In 2014, LANDBANK has partnered with 
����HJJYLKP[LK�JV\U[Y`ZPKL�ÄUHUJPHS�
institutions and 1,546 cooperatives 
nationwide.  

 
Ů	 .#0&$#0-�'CU[�#EEGUU� 
	 Facility (LEAF)

	 ;V�WYVTV[L�ÄUHUJPHS�PUJS\ZPVU��
LANDBANK, in 2014, opened six LEAFs 
in municipalities where the Bank has no 
deposit taking conduits.  The LEAFs are 
6[OLY�)HURPUN�6MÄJLZ��6)6Z��^OPJO�
engage in non-transactional banking-
related services such as deposit, 
withdrawal and bills payment through 
machines.  As such, the LEAF hosts 
the ATM, Cash Deposit Machine and 
LANDBANK Express Access Machine.  

125
NEW ATMs 
INSTALLED
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S E R V I C E
CUSTOMER

	 These newly established LEAFs are 
located in Sulop, Davao del Sur; Argao, 
Cebu; Caba, La Union; Moncada, 
Tarlac; Pamplona, Cagayan; and Pitogo, 
Quezon.

Ů	 4GOKVVCPEG�6KG�WRU�	  
	 Partnerships

	 In support to the country’s Overseas 
-PSPWPUV�>VYRLYZ��6->Z���3(5+)(52�
continued to strengthen its overseas 
network by maintaining strong 
correspondent relationship with 
790 foreign banks and establishing 
partnerships with 155 foreign and local 
remittance companies.  The Bank also 
forged partnerships with large local and 
global money transfer companies such as 
MoneyGram and Xoom.  

	 +\YPUN�[OL�ÄYZ[�X\HY[LY�VM�������[OL�)HUR�
launched its new settlement mode, cash 
pick-up at any LANDBANK branch.  
Before the end of the year, cash pick-
up at partner agents such as Palawan 
Pawnshop and M Lhuillier, was also 
implemented.  

	 As of year-end 2014, LANDBANK 
generated USD1.12 billion in remittances 
through its foreign correspondent and 
depository banks and remittance partners 
PU�[OL�(ZPH�7HJPÄJ��4PKKSL�,HZ[��<:(��
Canada and Europe.

The Bank forged partnerships with large local and global money transfer companies such as MoneyGram and Xoom.
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CONVENIENCE AND  
ACCESS TO BANKING 
SERVICES

Ů	 4GVCKN�+PVGTPGV�$CPMKPI

	 The LANDBANK iAccess is an alternative 
delivery channel for individual depositors.  
By logging on to www.lbpiaccess.com, 
an enrolled depositor can conveniently 
WLYMVYT�ÄUHUJPHS�HUK�UVU�ÄUHUJPHS�
transactions anytime, anywhere.  The 
iAccess facility reduces the cost of 
transacting business as clients no longer 
have to go to the Bank.

	 ;OL�ÄUHUJPHS�[YHUZHJ[PVUZ�[OH[�JHU�IL�
done through iAccess include fund 
transfer, bills payment and checkbook 
YLX\PZP[PVU��^OPSL�UVU�ÄUHUJPHS�
transactions include account summary, 
account history, check status inquiry, 
returned check inquiry and report of lost/
stolen card. 

	 As of end of 2014, the total iAccess 
enrollment reached 1.4 million registering 
a growth rate of 27 percent from 
1.1 million as of 2013.  The iAccess 
transactions, on the other hand, also 
showed 28 percent growth rate from 13.8 
million in 2013 to 17.6 million in 2014 
amounting to P2.6 billion.

Ů	 +PUVKVWVKQPCN�+PVGTPGV�$CPMKPI

	 The LANDBANK weAccess is the internet 
banking facility available for institutional 
clients, both private and government.  
Various corporate banking services 
can be accessed online by logging 
on to www.lbpweaccess.com.  These 
weAccess online banking services include 
balance inquiry, account statement, 
fund transfer, account sweeping, bills 
payment, auto debiting, auto crediting, 
payroll, check status inquiry and loan 
information.

	 The total weAccess enrollment increased 
by 46 percent from 9,443 in 2013 
to 13,753 in 2014. The weAccess 

online monetary and non-monetary 
transactions grew by eight percent from 
3.8 million in 2013 to 4.1 million in 2014 
with transaction value amounting to 
P63.4 billion.

	 ;V�HKKYLZZ�ZWLJPÄJ�YLX\PYLTLU[Z�
of corporate clients, the Bank also 
introduced the wePay Access facility.  
This is a variant of the weAccess with 
J\Z[VTPaLK�MLH[\YLZ�HKKYLZZPUN�ZWLJPÄJ�
needs of clients.

	 The internet banking facilities of the Bank 
adopt security features compliant with 
the Bangko Sentral ng Pilipinas regulation 
on Consumer Protection for Electronic 
Banking.  The iAccess facility has a 
Verisign-Secure Seal that guarantees 
website visitors of its site authenticity and 
transaction security while the weAccess 
employs two-factor authentication 
process utilizing user ID and password, 
plus the Virtual Token, an application 
stored in a device (mobile phone or USB).  

Ů	 2JQPGDCPMKPI

	 The LANDBANK Phone Access is an 
alternative delivery channel that is secure 
and convenient, and allows ATM and 
current account holders to do self-service 
banking transactions. These include fund 
transfer, bills payment, bank statement 
request, checkbook reorder, check 
status and balance inquiry.   Through the 
phone banking system, account holders 
can likewise inquire, or report concerns 
such as lost or stolen cards, to a phone 
banking associate.  

	 As of year-end 2014, the LANDBANK 
Phone Access has registered a total 
of 3,308,810 million enrolled accounts 
representing 99.5 percent of the total 
number of eligible accounts.  The 
phonebanking transactions processed 
during the year reached 1,996,925 million 
or an average of 5,471 per day.  These 
include fund transfer and bills payment 
transactions amounting to P306.09 
million and P16.87 million, respectively.

1.4
MILLION 

IAccessENROLMENT
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Ů	 /QDKNG�$CPMKPI

	 LANDBANK also introduced an 
alternative mobile banking facility through 
short-messaging service (SMS).  Through 
the use of any type of mobile phone, 
a depositor can send SMS to inquire 
on his or her account’s available and 
outstanding balances in real time.  To 
avail of the mobile banking service, the 
depositor is required to register his or her 
account’s mobile number and deposit 
accounts via the LANDBANK Phone 
Access.

	 Another banking innovation launched in 
2015, the LANDBANK Mobile Banking 
App which can be downloaded in mobile 
phones from Apple App Store and 
Google Play Store.  Through the Mobile 
Banking App, a depositor will be able 
to view his account balance, monitor 
account transactions, transfer funds, 
pay bills, locate LANDBANK branches 
and ATM sites, re-order checkbooks, 
and view foreign exchange and Unit 
Investment Trust Fund rates.

Another banking innovation launched in 
2015, the LANDBANK Mobile Banking App 
which can be downloaded in mobile phones 
from Apple App Store and Google Play Store.
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Ů	 .#0&$#0-�'ZRTGUU�#EEGUU� 
	 Machine (LEAM)

	 Launched in May 2014, LEAM is a touch-
ZJYLLU�ÄUHUJPHS�RPVZR�THJOPUL�KLZPNULK�
to accept payments/collections for 
national government agencies.  It aims to 
provide a faster and more cost-effective 
solution in servicing over-the-counter 
payment transactions of clients.  Initially, 
this is available to BIR taxpayers but will 
be expanded to accept payments for 
other government agencies as well.

	 For the initial implementation of LEAM, 
50 units were deployed in selected 
branches.

Ů	 %CUJ�&GRQUKV�/CEJKPG�
%&/�

	 The CDM is a lobby-type machine with 
self-service, real-time cash deposit 
functionality.  It allows the customer to 
make cash deposits to a LANDBANK 
ATM peso deposit account and provides 
information on the outstanding balance 
and withdrawable balance on a real-time 
basis.  Initially, 12 CDMs were deployed 
in selected branches during the year.

Ů	 .#0&$#0-�8KUC�&GDKV�%CTF

	 In February 2014, the Bank launched 
the LANDBANK Visa Debit Card, in 
WHY[ULYZOPW�^P[O�=PZH�>VYSK^PKL��[OL�
global leader in Card Payment System.

	 The LANDBANK Visa Debit Card enables 
cardholders to transact in around 
two million ATMs worldwide and do 
cashless purchase in over 30 million Visa 
merchants and retail stores worldwide.  

	 LANDBANK was awarded by Visa with 
the Best New Product Launch in the 
Philippines in July 2014.  The Bank 
bested all Philippine issuers of card 
products by having the most number of 
Visa debit cards issued and the highest 
activation rate.  In 2014, Visa Network 
has recorded the issuances of 394,013 
LANDBANK Visa debit cards with 
203,628 transactions in the amount of 
P360.19 million.  

Ů	 2QKPV�QH�5CNG�5GTXKEGU�

	 Point-of-sale (POS) is a complete 
payment system that facilitates the 
authentication of a cardholder’s purchase 
or payment using the LANDBANK ATM 
or debit card.  This is a facility which 
LANDBANK does in partnership with BPI 
and BancNet.

	 In 2014, the number of POS terminals 
installed through BancNet increased 
remarkably to 105 from 24 in 2013, while 
POS transactions grew from 24,174 in 
2013 to 109,348 in 2014.  The growth 
in POS billings was attributed to the 
installation of POS terminals in airports 
for the convenience of domestic and 
international passengers in paying 
terminal fees.

50
LEAM UNITS 
DEPLOYED

;OL�3,(4�PZ�H�[V\JOZJYLLU�ÄUHUJPHS�RPVZR�THJOPUL�KLZPNULK�[V�HJJLW[�WH`TLU[Z�VY�JVSSLJ[PVUZ�MVY�UH[PVUHS�
government agencies.
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	 >P[O�[OL�HJJLSLYH[LK�NYV^[O�PU�U\TILY�
of POS terminals and transactions, 
LANDBANK was recognized and 
conferred with the Golden POS Award by 
the Bank of the Philippine Islands.  

Ů	 .#0&$#0-�4GOKVVCPEG� 
	 System (LBRS)

	 LBRS is a web-based remittance system 
^P[O�MYVU[�VMÄJL�HUK�IHJR�VMÄJL�TVK\SLZ�
capable of real-time processing of 
remittances.   It offers remittance delivery 
modes such as credit to account with 
LANDBANK/other banks or cash pay-
out/pick-up at any LANDBANK branch or 
partner paying agent.

	 Other notable features of the system are 
online remittance status inquiry, SMS 
UV[PÄJH[PVU�HUK�YLHS�[PTL�MLLKIHJR����

CUSTOMER-CENTRIC 
BANK PRODUCTS 
AND SERVICES

Bank Products

Ů� &GRQUKVU

	 LANDBANK offers a wide array of deposit 
products with varying features to suit the 

ZWLJPÄJ�ÄUHUJPHS�ULLKZ�HUK�YLX\PYLTLU[Z�
of its customers.  These products are 
available in all branches nationwide and 
include savings, current and time deposit 
accounts available in Peso, US Dollar and 
third currencies, such as Euro, Japanese 
@LU�HUK�*OPULZL�@\HU���

	 Funds generated from deposits are 
\ZLK�I`�[OL�)HUR�[V�ÄUHUJL�P[Z�SLUKPUN�
operations to the mandated clients and 
priority sectors.

Ů� .QCPU

	 Consistent with its mandate to spur 
countryside development, LANDBANK 
offers loan products that help increase 
agricultural productivity, support business 
and generate employment.  These 
include short-term loans for working 
JHWP[HS�YLX\PYLTLU[Z��[LYT�SVHUZ�MVY�Ä_LK�
asset needs and trade facilities for clients 
involved in export and import activities.  
The Bank also offers rediscounting 
facilities to development partners and 
conduits to allow then to expand portfolio 
[V�ZTHSS�MHYTLYZ�HUK�ÄZOLYZ��HTVUN�
others.  LANDBANK also offers mortgage 
loans in support to the national housing 
agenda of the government.

Launched in May 2014, the LEAM was initially available to BIR taxpayers but will be expanded to accept payments for other government agencies as well.
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Ů� .#0&$#0- /QDKNG .QCP5CXGT 

./.5�

	 In August 2014, the Bank launched the 
LMLS, a mobile-based, savings-linked 
salary loan product which is considered 
[OL�ÄYZ[�WHWLYSLZZ�HUK�M\SS`�LSLJ[YVUPJ�
salary loan facility in the country.  This 
facility, which was done in partnership 
with Smart eMoney, Inc. is offered to 
employees of government agencies and 
private companies with payroll accounts 
in LANDBANK.  

	 >P[O�343:��IVYYV^LYZ�PUJ\Y�SV^LY�
transaction cost in as much as loan 
application and approval are done 
electronically through mobile phones.  
The LMLS also offers a quick turnaround 
time of three banking days.  

	 As of year-end 2014, a total of 4,207 
borrowers have already availed with 
outstanding balance amounting to P598 
million.

Ů� +PXGUVOGPVU

	 In 2014, the Bank’s Investment 
Banking Group took an active stance 
in investment banking transactions for 
both government agencies and private 
corporations.  LANDBANK acted as 
the Global Coordinator and Lead Deal 
Manager for the P140.39 billion Liability 
Management Program of the Bureau 
of the Treasury.  The Bank also served 
HZ�[OL�ÄUHUJPHS�HK]PZVY�MVY�[OL�7�����
IPSSPVU��_����4>�JVHS�ÄYLK�WV^LY�WSHU[�
project of the FDC Misamis Power 
Corporation.  The Bank’s involvement in 
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investment banking transactions for other 
private corporations included Alsons 
Consolidated Resources, Inc., National 
Grid Corporation of the Philippines, All 
Asian Countertrade Inc., First Philippine 
/VSKPUNZ�HUK�,+*�)\YNVZ�>PUK�7V^LY�
Corporation.

	 The Bank also participated in the 
underwriting of corporate bond issuances 
for Aboitiz Power Corporation, SM Prime 
Holdings, Manila North Tollways Corp., 
PLDT, JG Summit, ABS-CBN and SM 
Investments Corporation.

	 The Investment Banking Group likewise 
handled the Bank’s investments in 
Countryside Financial Institutions (CFIs).  
As of year-end 2014, the Bank’s total 
outstanding investments in 61 GFIs under 
the unsecured subordinated debt facility 
and equity investments amounted to 
P475.85 million.

	 The Bank’s investments portfolio in equity 
HUK�V[OLY�ÄUHUJPHS�PUZ[Y\TLU[Z�[V[HSLK�
P5.41 billion as of December 31, 2014.

Ů� 6TWUV

	 Prior to its 40th year in the industry, the 
Bank’s Trust Banking Group posted 
a total of P80.85 billion Assets Under 
Management (AUM), representing 
141 percent growth from 2013.  This 
remarkable achievement elevated the 
)HUR»Z�YHURPUN�Ä]L�UV[JOLZ�\W�PU�[OL�
Trust Business Industry, from rank 12 in 
2013 to rank seven in 2014 among 25 
trust entities.

	 In pursuit of its mandate of being 
“Stewards for Growth and Good 
.V]LYUHUJL¹��[OL�;Y\Z[�)HURPUN�.YV\W�
]LU[\YLK�HZ�WHY[ULY�PU�TVIPSPaPUN�6->Z�
and their families to save and invest for a 
successful reintegration in the country.  In 
ÄUHUJPHS�SP[LYHJ`�JHTWHPNUZ�JVUK\J[LK�
SVJHSS`�HUK�HIYVHK��6->Z�HUK�[OLPY�
MHTPSPLZ�HUK�ILULÄJPHYPLZ�^LYL�WYV]PKLK�
with personal fund management services 
and other trust solutions.  These were 
done in active partnership with private 
HUK�NV]LYUTLU[�VYNHUPaH[PVUZ��6->�
groups and Filipino migrant organizations.

Services

Ů� %WUVQOGT 3WGWG 5[UVGO

	 In line with the Bank’s thrust of providing 
quality customer service, the Customer 
Queue System (CQS) in branches 
was rolled out in 2014. The CQS is an 
electronic and computerized queue 
system for effective branch lobby 
management.  In this system, over-the-
counter transactions in the branch are 
HZZPNULK�^P[O�ZWLJPÄJ�X\L\L�U\TILY�
series based on the nature of transaction 
or type of customer, namely:   new 
accounts; special lane (for senior 
citizens, pregnant women, persons with 
disability); simple transactions (up to 
two transactions); and multiple/complex 
transactions (three or more transactions).  

	 As of year-end 2014, the Customer 
Queue System is already being 
implemented in 216 branches nationwide.

From rank 12 in 2013, LANDBANK’s trust business climbed 
five notches to rank seven in the industry in 2014.

P5.41
Investments portfolio 
in equity and other 

financial instruments as of  
December 31, 2014

BILLION
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Ů� %WUVQOGT %CTG %GPVGT

	 The LANDBANK Customer Care Center 
provides 24/7 customer assistance, and 
24/5 iAccess and weAccess helpdesk.   

	 In 2014, a total of 212,599 transactions 
were handled by the Customer Care 
Center which included telephone 
and email requests and iAccess and 
weAccess transactions.

Ů� (KPCPEKCN .KVGTCE[ HQT 1(9U 

	 3(5+)(52�L_[LUKZ�YLN\SHY�ÄUHUJPHS�
literacy seminars and campaigns for 
Overseas Filipinos, in coordination 
with the Bangko Sentral ng Pilipinas, 
Department of Foreign Affairs, 
Department of Labor and Employment, 
6]LYZLHZ�>VYRLYZ�>LSMHYL�(KTPUPZ[YH[PVU��
Philippine Overseas Employment 
Administration and Commission on 
Filipinos Overseas.  The Bank also works 
closely with Philippine embassies and 
other government agencies concerned, 
[V�OLSW�LUZ\YL�[OL�ÄUHUJPHS�^LSMHYL�VM�
Overseas Filipinos.

Ů� %CUJ &KUVTKDWVKQP KP %CNCOKV[ #TGCU

	 0U�������[OL�)HUR�WSH`LK�H�ZPNUPÄJHU[�
YVSL�HZ�ÄUHUJPHS�PU[LYTLKPHY`�PU�YLJV]LY`�
programs for calamity victims in the 
country.  

	 LANDBANK, Smart Communications 
and the United Nations Development 
Programme (UNDP) partnered for the 
*HZO�MVY�>VYR�7YVNYHT��H�ZWLJPHS�YLSPLM�
intervention mechanism for the victims 
VM�Z\WLY�[`WOVVU�@VSHUKH���<UKLY�[OL�
WYVNYHT��ZLSLJ[LK�ILULÄJPHYPLZ�^LYL�
tasked to clear debris and clean up public 
infrastructure and facilities destroyed 
in their respective barangays.  Through 
its Mobile Cash Transfer System, 
LANDBANK distributed the wages to the 
ILULÄJPHYPLZ�LSLJ[YVUPJHSS`�I`�PZZ\PUN�JHZO�
JHYKZ�[V�[OL�ILULÄJPHYPLZ�HUK�KLWSV`PUN�
mobile ATMs in the areas.  Total cash 
disbursements of the Bank under the 
Program amounted to P16.07 million 
ILULÄ[PUN�������OV\ZLOVSKZ�

	 LANDBANK, in partnership with Smart 
Communications, accredited rural banks 
and cooperatives, also handled the cash 
KPZ[YPI\[PVU�[V�[OL�ILULÄJPHYPLZ�VM�*HZO�
for Asset Program of the United Nations 
>VYSK�-VVK�7YVNYHTTL���;OL�7YVNYHT�
is for food and nutrition support to the 
KPZWSHJLK�YLZPKLU[Z�PU�JVUÅPJ[�HMMLJ[LK�
areas of Central Mindanao and disaster-
affected communities in the country.  A 
total of P224.75 million cash grants were 
distributed to 75,378 households under 
the Program.

LANDBANK, Smart Communications and the United 
Nations Development Programme (UNDP) partnered for 
the Cash for Work Program, a special relief intervention 
mechanism for the victims of super typhoon Yolanda. 

P224.75
Cash grants distributed 
to 75,378 households 

under the Cash for Asset 
Program 
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CASH MANAGEMENT 
SERVICES FOR 
THE NATIONAL 
GOVERNMENT

Ů	 /QFKƒGF�&KUDWTUGOGPV� 
	 Scheme

	 As the primary depository bank of the 
national government, LANDBANK 
services the disbursement system of 
NV]LYUTLU[�M\UKZ�[OYV\NO�[OL�4VKPÄLK�
Disbursement System, in coordination 
with the Department of Budget and 
Management and the Bureau of the 
Treasury.

	 For the year 2014, the Bank processed 
83.66 percent of the government’s total 
disbursements in the amount of P1.3 
trillion involving 4.52 million transactions 
of 37 government agencies.  These 
disbursements included payments and 
fund releases of the government for 
development projects, operating expenses 
HUK�ZHSHYPLZ�ILULÄ[Z�VM�NV]LYUTLU[�
personnel.

Ů	 'NGEVTQPKE�/QFKƒGF� 
	 Disbursement System (eMDS)

	 The eMDS is a web-based system 
developed by LANDBANK that allows 
enrolled government agencies to 
perform selected MDS transactions 
online.  Its functionalities include account 
information, transmission of Advice of 
Checks Issued and Cancelled, transfer of 
fund allocation, processing of payment to 
creditors and requisition of checkbook.  

	 In 2014, a total of 32,370 eMDS 
transactions amounting to P69.6 
billion were processed for 633 enrolled 
government agencies.

Ů	 %QPVKPWQWU�(QTO�%JGEMU� 
	 (CFCs)

	 In 2014, LANDBANK handled 20 
accounts maintained by seven 
government agencies and processed 
700,000 CFCs encashment amounting 
to P5.7 billion for the payment of its 
LTWSV`LLZ»�ZHSHYPLZ�HUK�ILULÄ[Z�

Ů	 4GXGPWG�%QNNGEVKQP�5GTXKEGU�

	 LANDBANK performs an important role 
in revenue generation for the government 
through the collection of taxes from 
private individuals and corporations.   In 
2014, the tax collection of the Bank for 
the national government totaled P127.5 
billion.  Of this amount, P122.7 billion 
involving 5.4 million transactions were 
for the Bureau of Internal Revenue, while 
P4.8 billion involving 40,811 transactions 
were for tariffs and duties for the Bureau 
of Customs.  

Ů	 )QXGTPOGPV�%QNNGEVKQP� 
	 Services

	 Government entities use LANDBANK’s 
network of branches nationwide in the 
collection of fees for various government 
transactions.  In 2014, P89.2 billion 
involving 867,688 transactions were 
remitted by the Bank to the Bureau of the 
Treasury.  

	 LANDBANK also collected a total P2.15 
billion in 2014 for the Philippine Health 
Insurance Corporation, Social Security 
System, Home Development Mutual 
Fund, National Home Mortgage and 
Finance Corporation, Social Housing 
Finance Corporation, Department of 
Budget and Management-Procurement 
Service, Clark Development Corporation, 
+H]HV�*P[`�>H[LY�+PZ[YPJ[��5H[PVUHS�
Telecommunications Commission and 
the Philippine Overseas Employment 
Administration. 

LANDBANK performs an important role in revenue 
generation for the government through the collection 
of taxes from private individuals and corporations.

32,370
Processed for 633 

enrolled government 
agencies

eMDS
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Ů	 %QPFKVKQPCN�%CUJ�6TCPUHGT

	 LANDBANK serves as the distribution 
HYT�VM�[OL�+LWHY[TLU[�VM�:VJPHS�>LSMHYL�
HUK�+L]LSVWTLU[��+:>+��MVY�[OL�
Conditional Cash Transfer (CCT) Program. 
In 2014, the Bank distributed cash grants 
amounting to P38.65 billion to 4.45 
million households under the Program.

	 To facilitate the cash distribution, 
LANDBANK issued cash cards to the 
ILULÄJPHYPLZ�^OLYL�[OL�TVU[OS`�WYVJLLKZ�
of cash grants are credited and can be 
withdrawn in any LANDBANK ATM or 
mobile ATM or other banks’ ATMs.  The 
Bank also partnered with Philippine 
Postal Corporation, Globe Xchange, 
Inc., 43 accredited rural banks and 6 
cooperatives to serve as conduits in cash 
KPZ[YPI\[PVU��WHY[PJ\SHYS`�PU�MHY�Å\UN�HYLHZ�

ROADMAP TO 
DEVELOPING 
WORLD CLASS 
OPERATIONS

In its pursuit towards developing world 
class operations in the medium term, 
3(5+)(52���PU[LUZPÄLZ�P[Z�WVZP[PVU�HZ�H�[Y\S`�
customer-centric organization. In May 2014, 
the LANDBANK Management Committee 
approved the Quality Management System 
Roadmap which is focused on business 
process improvement and delivering 
consistent best in class experience to its 
customers.

Two main approaches in developing world 
JSHZZ�VWLYH[PVUZ�^LYL�PKLU[PÄLK!

1.	Bank-wide implementation of the quality 
management system; and

2.	Application to the Philippine Quality 
Award. 

Bank-Wide Implementation 
of the Quality Management 
System 

The ISO 9001 standards for QMS is a 
globally-recognized standard adopted by 
all types of organizations and has proven 
to be an effective approach in ensuring 
X\HSP[`�HUK�LMÄJPLU[�J\Z[VTLY�ZLY]PJL���
The bank-wide implementation of QMS 
is a strategic means of realizing a holistic 
approach to performance excellence. This 

was done through the replication of best 
practices by phases within the medium 
term. Some of the QMS best practices 
being adopted are quality workplace/5S 
standards, proper documents/records 
organization and customer feedback 
management. The Quality Circles Program, 
also a part of the QMS roadmap, will 
serve as a tool to facilitate control and 
improvement of all operational processes 
that will further intensify its strategic focus on 
the transformation of its human resources, 
processes and policies. 

Meanwhile, the branches and Extension 
6MÄJLZ�\UKLY�[OL�5VY[O�HUK�:V\[O�5*9�
Branches Groups have managed to 
THPU[HPU�[OLPY�0:6� ���!�����JLY[PÄJH[PVU�I`�
successfully passing the surveillance audit in 
March 2014. Improvements in response time 
as well as better control of operations were 
evident results of the QMS implementation. 

Application to the Philippine 
Quality Award

The adoption of the Philippine Quality 
Award framework will prove to be a pivotal 
undertaking of LANDBANK. The Philippine 
Quality Award (PQA) Program is a global 
competitiveness template that encourages 
and engages organizations to strive for and 
attain performance excellence.  The PQA 
sets a standard of excellence to achieve 
world-class performance that is comparable 
with the prestigious Malcolm Baldrige 
National Quality Award of the United States 
of America and those in Australia, Europe 
and Asia.

Proven to be truly world-class, application to 
the PQA will help LANDBANK in promoting 
standards in organizational performance 
that is considered at par with those leading 
organizations abroad, pursuant to the 
country’s effort to be globally competitive.  
The feedback report by the team of quality 
experts will provide an objective assessment 
of the Bank’s quality and productivity 
performance and will also guide the Bank in 
its business process improvement initiatives.  
Applying for the PQA will help LANDBANK 
promote involvement of its people and will 
encourage discipline within the organization 
in anticipating and responding to rapid 
changes in the business and customer 
environments.

LANDBANK strongly believes that constantly 
and continuously enhancing its current 
operations will ensure the delivery of the best 
customer experience to its clients. 
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INFORMATION 
TECHNOLOGY SUPPORT 
AND BANK PROCESSES 
AUTOMATION

Consistent with the Bank’s mission to 
use best technology solutions to deliver 
YLZWVUZP]L�ÄUHUJPHS�HUK�Z\WWVY[�ZLY]PJLZ�
to its clients, the Bank completed in 2014, 
11 major IT projects. These projects are 
KLZPNULK�[V!����YLZWVUK�[V�ZWLJPÄJ�JSPLU[�
requests; 2) make banking more convenient 
to bank clients; and 3) make backroom 
VWLYH[PVUZ�TVYL�LMÄJPLU[��

#�� 2TQLGEVU KP TGURQPUG VQ URGEKƒE 
ENKGPV TGSWGUVU

1.	 Treasury Single Account Reporting 
and Monitoring System (TRAMS) 

	 TRAMS provides the Bureau of Treasury 
a consolidated view of its cash position 
at the start of each banking day and a 
module for its disbursements.

2.	 Bureau of Internal Revenue (BIR) 
KPVGTCEVKXG�ƒNKPI�VJTW�K#EEGUU

	 The interface of LANDBANK’s iAccess 
with the Interactive Forms (IAF) System 
of BIR provides tax payers, who are also 
LANDBANK depositors, an alternative 
delivery channel for tax payment.

��	 .KXGNKJQQF�.QCPU�5[UVGO�
..5��
'PJCPEGOGPV�HQT�VJG�&GRCTVOGPV�QH�
Education (DepEd)

	 The LLS Enhancement will facilitate the 
Bank’s extension of livelihood loans to 
X\HSPÄLK�+LW,K�LTWSV`LLZ���

$�� 2TQLGEVU FGUKIPGF VQ OCMG DCPMKPI 
OQTG EQPXGPKGPV 

��	 %CUJ�&GRQUKV�/CEJKPG�
%&/�

	 CDM is a self-service machine with cash 
deposit functionality. This automated 
deposit solution credits the clients’ 
accounts in real time. Initially, the CDMs 
are available inside the branches’ lobby 
but will also be deployed at offsite 
locations in the future. The deployment 
of CDM is part of LANDBANK’s 
continuing effort to further improve 
services to Bank clients by automating 
Over-the-Counter (OTC) transactions.

��	 .#0&$#0-�'ZRTGUU�#EEGUU�/CEJKPG�
(LEAM)

	 LEAM provides a convenient alternative 
payment channel by eliminating the 
need to queue up to a bank teller for 
tax payments. The machine is designed 
to allow dropping of payments and tax 
returns through an envelope chute or 
drop box. 

	 LEAM is expected to help manage 
J\Z[VTLY�[YHMÄJ�PU�3(5+)(52�
branches.  In the future, it may also 
accept PhilHealth contributions and 
other bills payment.

3.	 Mobile Banking Application (MBA) 
2JCUG�+

	 The LANDBANK Mobile Application 
System is an internet based mobile 
banking solution wherein clients can 
securely manage their banking needs, 
including account balance, fund transfer 
and making payments, from their mobile 
devices (IOS and Android) at any time 
and place.   

%�� 2TQLGEVU KP UWRRQTV VQ DCEMTQQO 
QRGTCVKQPU 

1.	 LANDBANK Remittance System 

.$45��2TQLGEV�2JCUG�++

	 LBRS provides real time feedback on 
the status of remittance transactions 
to remittance partners and allows 
remittance transactions to be settled 
through courier/door-to-door delivery 
and bills-payment and issuance of 
Manager’s Check for foreign exchange 
conversion. The system handles the 
processing of remittance transactions 
MYVT�:>0-;�HUK�,<96.096�HUK�
branch transactions such as Demand 
+YHM[Z��>PYL�;YHUZMLYZ��HUK�*OLJRZ�MVY�
Clearing.

2.	 LANDBANK International Debit Card 

.+&%��2JCUG�++

	 ;OL�6*4���9,*65�:@:;,4�PZ�H�
PC-based system that will perform 
reconciliation matching, tracking and 
reporting of VISA transactions using the 
=0:(�YH^�ÄSL�HUK�6*4���[YHUZHJ[PVU�
SVN�ÄSL���

11
MAJOR IT PROJECTS 

COMPLETED
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3.	 Credit Card Application System 

	 The Credit Card Application System 
is an automated data entry system, 
designed for encoding, from receipt 
of application, to evaluation, up to its 
approval or denial, which will generate 
report of the status of application per 
branch, cluster and group.

4.	 Human Resource Information System 

*4+5����'PJCPEGOGPV���6KOG�CPF�
Attendance Project

	 The HRIS Enhancement Project 
customizes the standard Systems, 
Applications and Products (SAP) 
Time and Attendance module for 
LANDBANK’s requirements on time 
evaluation, leave accruals, payroll, and 
the development of interface program to 
upload time data from biometric devices 
to HRIS.

��	 .QCPU�/+5�
&CVC�9CTGJQWUG�/QFWNG����

	 Loans MIS Project is the second module 
VM�[OL�)HUR»Z�+H[H�>HYLOV\ZL��+>/��
Project.  It is intended to be the Bank’s 
central source of accurate and timely 
loan reports and information for decision 
support to the management.

	 The Loans MIS module was designed to 
generate standard reports on a regular 
basis.  It also has analytics feature, thus 
capable of generating analytics and ad 
hoc reports on demand basis.

IT Infrastructure Initiatives 
Implemented in 2014

Also, in 2014, the Bank initiated 
improvements and upgrades in major IT 
infrastructures. These include the following:

#�� 1WVUQWTEKPI QH $CPM 5VCVGOGPV 
2TKPVKPI

	 The outsourcing is intended to 
LMÄJPLU[S`�HUK�JVUZPZ[LU[S`�WYVK\JL�

bank statements within the mandated 
three banking days, and be ready 
with related future requirements (e.g., 
image attachments). Eventually, this 
should lessen the resource allocation 
(administrative costs, maintenance, 
electricity, storage space, etc.) for bank 
statement printing.

$�� +6 +PHTCUVTWEVWTG 7RITCFG 

1.	 Mainframe Systems Upgrade – to 
align the capacity of the mainframe 
of the Disaster Recovery site with the 
Production site. 

2.	 Midrange and Blade Servers Upgrade 
- Midrange is a computer class that 
stands in between mainframe and 
microcomputer classes.  A blade 
server is a compact, self- contained 
server consisting of core processing 
JVTWVULU[Z�^OPJO�JVSSLJ[P]LS`�Ä[Z�
into an enclosure with other blade 
servers.  The server upgrade provides 
more powerful processors and faster 
processing time.

3.	 Continuous Implementation of 
Security Devices and Solutions - to 
prevent and mitigate risks against 
security and critical or malicious attacks 
to the Bank’s IT systems.

��	 &KUM�5VQTCIG�CPF�$CEM�WR�5QNWVKQPU

C�� *KIJ�URGGF PGVYQTM QH UVQTCIG 
FGXKEGU VJCV EQPPGEVU VQ UGTXGTU� 

D�� 6JG PGY .61 VCRG FTKXGU CV *GCF 
1HƒEG CPF DCEMWR UKVG CFFTGUU VJG 
$CPMŦU ITQYKPI PGGF HQT DCEM�WR 
TGSWKTGOGPV� 6JG KORTQXGF VCRG 
FTKXGU UKIPKƒECPVN[ TGFWEGF VJG 
DCEMWR CPF TGEQXGT[ VKOG� CPF EQUV 
GHƒEKGPE[ KU CEJKGXGF VJTQWIJ C 
JKIJGT ECTVTKFIG ECRCEKV[�

	 In 2014, the Bank also has 14 IT 
projects that are expected to be 
completed in the coming years. 

Major IT projects completed in 2014 are designed 
to: 1) respond to specific client requests; 2) make 
banking more convenient to bank clients; and  
3) make backroom operations more efficient.
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OPERATIONAL HIGHLIGHTS / INSTITUTIONAL VIABILITY

Partner in Charting 
a New Course
The Asian Marine Transport Corporation (AMTC) is 
the largest roll-on/roll-off (RORO) owner and operator 
in the Philippines in terms of tonnage capacity. This 
VUJL�ÅLKNSPUN�JVTWHU`���H�]LY`�ZTHSS�ZOPWWPUN�MLYY`�
operator, says its President and CEO Paul Rodriguez 
- has transformed itself to become one of the 
JV\U[Y`»Z�TVZ[�YLSPHISL�HUK�LMÄJPLU[�ZOPWWLYZ�

The Philippines is an archipelago, where the shipping 
transport industry is a vital cog of development. 
This industry, however and despite the already large 
number of players, still has a big potential market. 

AMTC saw the opportunity and the possibility to 
thrive in the domestic shipping front. Understanding 
[OH[�[OL�PUK\Z[Y`�PZ�JHWP[HS�PU[LUZP]L��ÄUKPUN�H�YLSPHISL�
bank was very important for AMTC to succeed. 
LANDBANK would assume this role and became 
AMTC’s biggest creditor since 2003, initially through 
its subsidiary, the LANDBANK Leasing Corporation. 
This would hit the ground running for the ATMC’s 
eventual growth.

In just over a decade, the company’s vision 
materialized. AMTC expanded from a single vessel to 
HU�PTWYLZZP]L�ÅLL[�VM����]LZZLSZ��JVTWYPZLK�VM�[OLPY�
Super Shuttle Ferry, Super Shuttle Roro, and Shuttle 
-HZ[�-LYY`�]LZZLSZ��;OL�ÅLL[�ZLY]LZ�[OL�TVZ[�U\TILY�
of ports around the country, docking in 32 ports of 
call out of the total 46.

At the onset, AMTC saw to it that its operations 
uplift the Philippine economy. It pioneered the 
development of the Strong Republic Nautical 
Highway (SRNH) Program, and, to this day, continue 
to maximize the use of the Batangas Port. Its visions 
to make Batangas a hub and a gateway for vessels 
going to and from the southern Philippines paid 
off, and is now patronized by major multinational 
companies. 

Today, the company is composed of 1,300 land 
and sea-based workforce with Cebu as its principal 
place of business. It currently holds a 35 percent 
nationwide market share. AMTC continues to expand 
and improve its operations by developing new 
YV\[LZ��\WNYHKPUN�P[Z�J\YYLU[�ÅLL[��HUK�HJX\PYPUN�
prime movers, containers and container yards.

Along with its vision of becoming the country’s 
leading total logistics RORO shipping company, 
AMTC made it its mission to help spur socio-
economic development in the countryside, wherever 
its vessels reach.
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“AMTC made it its mission 
to help spur socio-economic 
development in the countryside, 
wherever its vessels reach.”

P12.64
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BILLION

BILLION

Consolidated Net 
Income

Total Loans to all Sectors

Deposits

14.81% CAPITAL 
(+,8<(*@�9(;06

P302 BILLION 
INVESTMENTS

P69.6 BILLION 
processed in eMDS

P1.06
Total Assets

P385.9

P912.6
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Paul Rodriguez
President and CEO, Asian Marine 
Transport Corporation



EMBRACING  GOOD GOVERNANCE AS A CORPORATE 
WAY OF LIFE

Organizational Structure

LANDBANK is governed by the Board of Directors and headed by the President and 
*,6��-PN\YL�����;OL�7YLZPKLU[�Z\WLY]PZLZ�MV\Y�IHUR�\UP[Z�[OH[�KPYLJ[S`�YLWVY[�[V�OLY�VMÄJL�
HUK�Ä]L�ZLJ[VYZ�VM�[OL�)HUR��;OL�Ä]L�ZLJ[VYZ�VM�[OL�)HUR�HYL�HZ�MVSSV^Z!����(NYPJ\S[\YHS�
and Development Lending Sector; 2) Branch Banking Sector; 3) Treasury and Investment 
Banking Sector; 4) Corporate Services Sector; and 5) Operations Sector. The Bank units 
reporting directly to the Board of Directors are also administratively supervised by the 
President and CEO. 

V I A B I L I T Y
INSTITUTIONAL

LANDBANK improved its efficiency, sharpened its 
tools, reviewed its business processes, cut its costs, 
and maximized its investments on technology and 
human resource. The Bank shifted gears to not only 
do more with less but also to do better with less. The 
emphasis on innovation and resource optimization 
soon proved beneficial.
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corporate governance by strong adherence 
to ethical standards  and strict compliance 
with legal, institutional and regulatory 
requirements. The Bank also ensures that 
the Bank remains accountable to its various 
stakeholders.

$QCTF 2GTHQTOCPEG CPF #VVGPFCPEG

The LANDBANK BOD and four Board-
level committees undergo performance 
evaluation yearly. Performance rating sheets 
developed by the Institute of Corporate 
Directors are disseminated to all members at 
the beginning of every year to evaluate the 
Board level committees and the performance 
of the Board as a collegial body as well as 
individually.

In addition, the Governance Commission 
for Government-Owned or -Controlled 
Corporations (GCG) developed an internet-
based performance evaluation tool for the 
directors of GOCCs. Since the questionnaire 
is accomplished online, this performance 
evaluation has an increased level of 
JVUÄKLU[PHSP[`�HUK�ZLJ\YP[`�PU�[OL�PUMVYTH[PVU�
being given by the directors.  Each director 
performance review form was answered and 
submitted by every director directly to the 
GCG through the Performance Evaluation 
for Directors System (iPED) (at URL http://
iped.gcg.gov.ph/) in compliance with GCG 
Memorandum-Circular No. 2014-03 (Re-
0ZZ\LK��^OPJO�THUKH[LZ�HSS�L_�VMÄJPVZ��[OLPY�
duly designated alternates, and appointive 
directors to encode their self and peer ratings, 
comments, and assessments in the iPED.

Allowances and incentives of the members 
of the LANDBANK BOD are determined 
by the GCG using as a reference, among 
others, Executive Order No. 24 dated 10 
February 2011.

Twenty-four regular Board Meetings 
were held in 2014.  Average attendance 
was recorded at 85.65 percent.  And in 
accordance with GCG’s directive, the Board’s 
Vice Chairperson and the four private sector 
representatives received honoraria for every 
meeting of the Board or the Board-level 
committees they attend. The EO stipulated 
annual and monthly maximum amounts of 
honoraria. 

Corporate Governance 
Structure 

$QCTF %QORQUKVKQP

LANDBANK is wholly owned by the 
Philippine National Government and is 
governed by a nine-member Board of 
Directors (BOD). All the members of the 
LANDBANK BOD are appointed by the 
President of the Philippines. For 2014, the 
LANDBANK BOD was comprised of the 
following:

1.	 Cesar V. Purisima                      
	 %JCKTOCP�
	 Secretary, Department of Finance        

2.	 Gilda E. Pico	                                
	 8KEG�%JCKTRGTUQP
	 LANDBANK President/
	 %JKGH�'ZGEWVKXG�1HƒEGT

3.	 Proceso J. Alcala          	       
	 Member	
	 Secretary, Department of Agriculture

4.	 Virgilio R. de los Reyes                   
	 Member	
	 Secretary, Department of 
	 Agrarian Reform

5.	 Rosalinda D. Baldoz 	
	 Member			                                  
	 Secretary, Department of 
	 Labor & Employment  

6.	 Domingo I. Diaz       			 
Representative, Private Sector     

7.	 Tomas T. De Leon, Jr.                   
	 Representative, Private Sector

8.	 Crispino T. Aguelo                         
	 Representative, ARBs        
                  
9.	 Victor Gerardo J. Bulatao    		

Representative, ARBs                   

(WPEVKQPU QH VJG .#0&$#0- $1& 

The LANDBANK BOD sets the overall 
policies and strategic directions which guide 
the management and the operating units of 
the Bank. Moreover, the LANDBANK BOD 
provides the oversight and champions good 
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7PKVU WPFGT VJG $QCTF

Internal Audit Group (IAG)

The Internal Audit Group is functionally under 
the supervision of the Audit and Compliance 
Committee under the Board of Directors, 
HUK�HKTPUPZ[YH[P]LS`�\UKLY�[OL�6MÄJL�VM�[OL�
President of the Bank. IAG’s main function is 
to provide independent, objective assurance 
and support services designed to add value 
and improve the internal control systems, risk 
management and governance processes of 
the Bank.

For 2014, the IAG rendered assurance 
services to Bank units, including special 
reports, and IT Systems audit as follows:

		  KRA	 Actual	 Target	 % Accomplishment
Conduct of Assurance Services
1.	AUDITABLE UNITS			 
	 Regular Audit	 278	 276	 108%
	 Special Audit	  31	 -	 --
	 6XE�WRWDO		 ���	 ���	 ����
2.	IT SYSTEMS AUDIT			 
	 Application Audit	     8	 8	 100%
	 Post Implementation Review	 6	 6	 100%
	 6XE�WRWDO		 ��	 ��	 ����
	 TOTAL		  323	 290	 111%

Aside from the assurance services, IAG 
also provided inputs to 15 IT System 
Development Projects with four issued Audit 
Reports for newly implemented systems.

0U�������0(.�HSZV�YL]PL^LK�ZWLJPÄJ�SVHU�
accounts where the Bank has large 
exposures. Likewise, as part of its function 
to improve control systems, the IAG audited 
the Bank’s 2014 Internal Capital Adequacy 
Assessment Process as well as the Business 
Continuity Management Plan. IAG also acted 
as the Lead Auditor during the internal audit 
of LANDBANK’s Environmental Management 
System (EMS) which is the pre-activity to the 
)HUR»Z�Z\JJLZZM\S�YL�JLY[PÄJH[PVU�[V�[OL�0:6�
14001:2004 on EMS. 

In recognition of the systems and practices 
it has put in place, the IAG in 2014, was 
conferred an award by the Association of 
Government Internal Auditors on its search 

MVY�.V]LYUTLU[�6MÄJLZ�^P[O�0UUV]H[PVUZ�
and/or Best practices in Internal Auditing in 
2013.  Further, IAG obtained a “Generally 
*VUMVYTZ¹�YH[PUN�K\YPUN�[OL�HUU\HS�0U[LYUHS�
Quality Assessment (IQA) of the IAG’s 
operations. This IQA covered the processes/
activities involved from engagement planning 
up to monitoring of audit results and the 
competency development of the staff.

Moreover, as part of the IAG’s Competency 
Building Program, two Auditors passed the 
*LY[PÄLK�-YH\K�,_HTPULY�L_HTPUH[PVUZ�HUK�
HUV[OLY�[^V�(\KP[VYZ�WHZZLK�[OL�*LY[PÄLK�
Information Systems Auditor examination.  
Moreover, 10 personnel obtained the Masters 
in Business Administration degree.

Trust Banking Group

In its 39th year in the industry, the Trust 
Banking Group (TBG) posted a total of 
P80.85 billion Assets Under Management 
(AUM), representing 141 percent growth from 
2013.  This achievement elevated TBG’s 
YHURPUN�Ä]L�UV[JOLZ�\W�PU�[OL�[Y\Z[�I\ZPULZZ�
industry, from rank no. 12 in 2013 to no. 7 in 
2014 among 25 trust entities.

In keeping with its thrust of being “Stewards 
MVY�.YV^[O�HUK�.VVK�.V]LYUHUJL¹��;).�
conducted various activities such as forums 
and seminars locally and abroad. These 
were done in active partnership with private 
HUK�NV]LYUTLU[�VYNHUPaH[PVUZ��6->�
Groups, Filipino Migrant Organizations, with 
[OL�WYPTHY`�VIQLJ[P]L�VM�WYV]PKPUN�ÄUHUJPHS�
SP[LYHJ`�[V�[OL�6->Z��[OLPY�MHTPSPLZ��HUK�
ILULÄJPHYPLZ���
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;).�PZ�H�WHY[ULY�PU�TVIPSPaPUN�6->Z�
and their families to save and invest for 
a successful reintegration in the country.  
+\YPUN�ÄUHUJPHS�SP[LYHJ`�JHTWHPNUZ��;).�
provides personal fund management services 
and other trust solutions such as Investment 
Management Account, Living Trust Account 
and the Unit Investment Trust Funds (UITF). 

In 2014, TBG acquired a new Trust 
Banking System (TBS), which will automate 
operations and make the delivery of trust 
ZLY]PJLZ�TVYL�LMÄJPLU[���;OL�UL^�;):�
WYV]PKLZ�H�¸JSPLU[�WVY[HS¹�MVY�YLHS�[PTL�]PL^PUN�
of client’s portfolio for managed funds and 
prospectively, for UITF clients to make 
investments and redemptions online. Also, 
with the new system, new services will be 
offered such as the 3rd Party Securities 
Custodianship and Registry and Provident 
Fund Administration Service with loan 
feature.

Risk Management Group (RMG)

The Risk Management Group serves as the 
oversight on risk management policies and 
is responsible for the institutionalization of 
risk culture across the Bank. Highlights of the 
RMG’s accomplishments are contained in the 
section on C.2 (Fortifying Risk Management 
Systems and Measures to Strengthen 
Governance). 
 
%QORNKCPEG�/CPCIGOGPV�1HƒEG

;OL�*VTWSPHUJL�4HUHNLTLU[�6MÄJL�^HZ�
established in accordance with BSP Circular 
No. 429 (series of 2004). It is independent 
from the business activities of the Bank and 
is under the direct supervision of the Audit 
and Compliance Committee.

The CMO, headed by the Bank’s Compliance 
6MÄJLY��V]LYZLLZ�[OL�PTWSLTLU[H[PVU�VM�[OL�
Bank’s compliance management system 
by ensuring that all applicable laws and 
regulations are effectively being complied 
with by the Bank.  Major activities include the 
PKLU[PÄJH[PVU��HZZLZZTLU[�HUK�KPZZLTPUH[PVU�
of regulatory issuances and directives to the 
various units of the Bank.  To strengthen 
the Bank’s compliance function, the CMO 
establishes close coordination and exercises 
supervision over the designated compliance 
coordinators at the business unit level in 
order to closely monitor their compliance with 
the reportorial requirements of regulatory and 
oversight bodies such as the Bangko Sentral 
ng Pilipinas, the Commission on Audit, the 
Philippine Deposit Insurance Corporation, 

the Securities and Exchange Commission, 
and the Civil Service Commission. Reporting 
of the Bank’s compliance activities to the 
Audit and Compliance Committee and other 
regulatory bodies is also being spearheaded 
by the CMO.    

1HƒEG QH VJG 2TGUKFGPV CPF %'1

Four Bank units are directly supervised by 
the LANDBANK President and the CEO.  
These are the following : (1) Strategic 
Planning Group, (2) Agrarian Services Group, 
(3) Legal Services Group, and (4) Security 
6MÄJLY�7O`ZPJHS�:LJ\YP[`�6MÄJL�

Agricultural and Development Lending 
Sector

The lending operations of the Bank is 
handled by the Agricultural and Development 
Lending Sector (ADLS) and is headed by 
EVP Cecilia C. Borromeo.  The ADLS takes 
[OL�SLHK�PU�L_[LUKPUN�ÄUHUJPHS�HZZPZ[HUJL�[V�
the mandated sectors of the Bank including 
MHYTLYZ�HUK�ÄZOLYZ��HUK�PU�WYV]PKPUN�SVHUZ�
Z\WWVY[P]L�[V�HNYPJ\S[\YL�HUK�ÄZOLYPLZ�
and to the other programs of the national 
government.  

As of end of 2014, there are 34 Lending 
Centers based in key provinces and eight 
3LUKPUN�<UP[Z�H[�[OL�/LHK�6MÄJL�JH[LYPUN�[V�
retail and mortgage banking, and corporate 
accounts. These Lending Units are clustered 
by major island groupings for management 
and control.  These are the North and 
Central Luzon, Southern Luzon, Visayas and 
Mindanao Lending Groups. Administrative 
support for the Sector is provided by the 
Lending Support Department while program 
development, monitoring and sourcing of 
foreign and domestic funds are led by the 
Lending Programs Management  Group. The 
Loan Recovery Department and the Special 
Assets Department handle matters related to 
SVHU�YLJV]LY`�MVY�/LHK�6MÄJL�3LUKPUN�<UP[Z��
and ROPAs acquired by all Lending Units, 
respectively.

$TCPEJ�$CPMKPI�5GEVQT

Deposit-taking and in servicing branch 
banking requirements of the various 
clienteles of the Bank are led by the Branch 
Banking Sector (BBS) which is headed by 
EVP Jocelyn dG. Cabreza.  As of end-
December 2014, the Bank had a total of 
�� �IYHUJOLZ�����L_[LUZPVU�VMÄJLZ�HUK�
one servicing unit. For purposes of branch 
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management and control, these units are 
grouped by geographical locations as follows 
– North and South NCR, North Luzon, 
Central Luzon, Southeast and Southwest 
3\aVU��,HZ[�HUK�>LZ[�=PZH`HZ��HUK�,HZ[�
HUK�>LZ[�4PUKHUHV�)YHUJOLZ�.YV\WZ���;OL�
Sector also takes the lead in supporting the 
IHURPUN�YLX\PYLTLU[Z�VM�6->Z��WHY[PJ\SHYS �̀�
the remittance business of the Bank, and 
the Bank’s Card and e-banking operations. 
The Branch Banking Support Department 
provides administrative support to the 
various units of the Sector. The Systems 
Implementation Department, on the other 
hand, provides technical support to all 
system users in the Branches.

The implementation requirements of the 
National Government’s Conditional Cash 
Transfer (CCT) Program is handled by the 
**;�7YVNYHT�4HUHNLTLU[�6MÄJL��**;�
PMO). The CCT-PMO, in coordination 
^P[O�[OL�+LWHY[TLU[�VM�:VJPHS�>LSMHYL�HUK�
Development, concerned Bank units, and 
LANDBANK-accredited CCT conduits, 
LUZ\YLZ�[OL�LMÄJPLU[�KLSP]LY`�HUK�KPZ[YPI\[PVU�
VM�JHZO�NYHU[Z�[V�LSPNPISL�ILULÄJPHYPLZ�
 
Treasury and Investment Banking Sector

The overall supervision over treasury 
VWLYH[PVUZ��ÄUHUJPHS�YLZV\YJL�THUHNLTLU[�
and investment banking is taken on by 
the Treasury and Investment Banking 
Sector (TIBS) which is headed by EVP 
Rabboni Francis B. Arjonillo.  The TIBS 
is comprised of three groups, to wit: 1) 
Financial Markets Group (FMG); 2) Asset and 
Liability Management Group (ALMG); and 3) 
Investment Banking Group (IBG).

 The FMG undertakes the management of 
the Bank’s trading units for both Peso and 
Foreign Currency-denominated instruments 
and the formulation of trading strategies 
using fundamental and technical analysis as 
^LSS�HZ�[OL�TVUP[VYPUN�VM�ÄUHUJPHS�THYRL[Z�

The ALMG, on the other hand, manages 
LANDBANK’s balance sheet and liquidity and 
reserve positions.

The IBG handles the provision of 
\UKLY^YP[PUN�ZLY]PJLZ�HUK�ÄUHUJPHS�
advisory for debt and equity capital market 
transactions, specialized and structured 
transactions, fund arrangement and advisory 
ZLY]PJLZ�MVY�JVYWVYH[L�ÄUHUJL�[YHUZHJ[PVUZ��
It also handles investment banking services 
MVY�WYVQLJ[�ÄUHUJL�[YHUZHJ[PVUZ�HZ�^LSS�HZ�
monitoring the performance of all of the 
Bank’s investments in equity and other 
ÄUHUJPHS�PUZ[Y\TLU[Z�

Operations Sector

The Operations Sector (OS), headed by 
EVP Andres C. Sarmiento, undertakes 
the provision of Bank-wide operational 
support including accounting services 
and the development and implementation 
of information technology system-related 
infrastructure. The OS is comprised of four 
(4) Groups with the following corresponding 
functions: 

1)	 The Banking Services Group supervises 
central cash vault servicing such as 
cash withdrawals from the Bangko 
Sentral ng Pilipinas , cash deliveries to 
the Bank’s cash centers in the NCR 
and nearby provinces, ATM monitoring 
and transactions reconciliation, check 
monitoring, sorting and clearing, and the 
processing of collections and remittances 
from branches, as well as the allocation 
and reimbursement of the National 
.V]LYUTLU[»Z�4VKPÄLK�+PZI\YZLTLU[�
Scheme (MDS).

2)	 The Banking Operations Group is 
charged with overseeing international 
trade and non-trade transactions, foreign 
currency transactions, maintenance of 
loans subsidiary ledgers, and billing and 
collection functions pertinent to lending 
as well as foreign and domestic inward 
and outward remittance processing.

3)	 The Controllership Group is in charge 
of the supervision of the performance 
VM�NLULYHS�HJJV\U[PUN��PU[LY�VMÄJL�
ÅVH[Z�THUHNLTLU[��WYLWHYH[PVU�VM�[OL�
)HUR»Z�ÄUHUJPHS�Z[H[LTLU[Z�HUK�YLWVY[Z�
for external regulatory bodies, Bank-
wide budget preparation and control, 
management of the Bank’s tax position, 
and documentation of operations and 
preparation of procedural guidelines on 
Bank operations.

4)	 The Technology Management Group 
oversees information technology (IT) 
management functions, particularly 
coordination on the Bank’s IT plans, 
designing of IT architecture, oversight 
on the implementation of IT programs in 
coordination with the designated project 
teams, management and enhancement 
of IT infrastructure and applications, as 
well as provision of technical evaluation 
or advice for end-user selection of 
application software and hardware.
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Corporate Services Sector

The Corporate Services Sector,  headed 
by EVP Julio D. Climaco, Jr.,  handles the 
overall supervision of delivery of human 
resource support services (through the 
Human Resources Management Group), 
administration of the Bank’s facilities, 
properties and supplies (through the Facilities 
and Procurement Services Group), and the 
management of the Bank’s Provident Fund 
�[OYV\NO�[OL�7YV]PKLU[�-\UK�6MÄJL���HZ�^LSS�
as the management and administration 
of LANDBANK’s media and external 
communication programs (through the 
Corporate Affairs Department).

6JG .#0&$#0- +PEGPVKXG 5VTWEVWTG

LANDBANK continues to implement an 
incentive structure that is comparable with 
that of the private sector.  It is based on 
various Republic Acts (RA 3844 as amended 
by RA 7907) and issuances from the National 
Government (Malacañang Administrative 
Orders, DBM Circulars, GCG Circulars). 
The Bank incentives to employees and 
staff include, among others, basic pay, 
contribution to the Provident Fund, and other 
ILULÄ[Z��L�N���TLKPJHS�ILULÄ[��KLH[O�HUK�
disability) and allowances (e.g. representation 
and travelling allowance or RATA, meal 
and children allowance, longevity pay). The 
Bank, likewise, provides night shift differential 
to employees who are required to work 
overnight. 

4GOWPGTCVKQP 2QNKE[

LANDBANK maintains a remuneration 
policy that is internally equitable, externally 
competitive, and which rewards good 
performance.  This policy enables the Bank 
to attract and retain its pool of quality and 
competent employees. 

6JG $QCTF�.GXGN %QOOKVVGGU

To aid in complying with the principles of 
corporate governance, the following Board 
level Committees are constituted:

6JG�%QTRQTCVG�)QXGTPCPEG�%QOOKVVGG

The Corporate Governance Committee 
has the duty to oversee the organizational 
structure, organizational and procedural 
controls and independent audit mechanisms 
and human resources-related policies as well 
as the periodic performance evaluation of the 
Board and the Board-level committees and 
executive management of LANDBANK.

Composition of the LANDBANK Corporate 
Governance Committee includes Directors 
Tomas T. de Leon, Jr. and Victor Gerardo J. 
Bulatao as Chairman and Vice Chairman, 
respectively, and the  LANDBANK President 
and CEO Gilda E. Pico, Director Domingo I. 
Diaz, and  the Secretaries of Finance, and 
Labor and Employment or his alternate as 
members.

The CG Committee registered an average 
attendance rate of 92.86 percent in 2014.

6JG�6TWUV�%QOOKVVGG

The Trust Committee exercises functional 
oversight and supervision over the Trust 
Banking Group, and is responsible for 
formulating the Group’s strategic direction 
towards the goal of optimizing its trust and 
ÄK\JPHY`�I\ZPULZZ�

The Trust Committee oversees and 
supervises the proper administration 
of the Trust Banking Group’s trust and 
ÄK\JPHY`�I\ZPULZZ��PU]LZ[TLU[�HJ[P]P[PLZ��YPZR�
management activities and provides strategic 
direction towards growing its trust and 
ÄK\JPHY`�I\ZPULZZ�

;OL�;Y\Z[�*VTTP[[LL�PZ�JVTWVZLK�VM�Ä]L��
members and is currently headed by DAR 
Secretary Virgilio R. de Los Reyes (with 
Undersecretary Anthony N. Paruñgao as his 
alternate), DOF Secretary Cesar V. Purisima 
as Vice-Chairman (with Undersecretary 
Jeremias N. Paul, Jr. as his alternate). 
The members of the Trust Committee are 
DOLE Sec. Rosalinda D. Baldoz (alternate, 
Undersecretary Reydeluz D. Conferido), 
LANDBANK President and CEO Gilda E. 
7PJV��HUK�;).�/LHK�;Y\Z[�6MÄJLY�-=7�
Josephine G. Cervero.

In line with BSP Circular No. 766 of 
2012, among the major functions of 
the Committee are to : (i) ensure that 
ÄK\JPHY`�HJ[P]P[PLZ�HYL�JVUK\J[LK�PU�
accordance with applicable laws, rules 
and regulations, and prudent practices; (ii) 
ensure that policies and procedures that 
translate the LANBANK BOD objectives 
and risk tolerance into prudent operating 
standards are in place and continue to 
be relevant, comprehensive and effective; 
(iii) oversee the implementation of the risk 
management framework and ensure that 
internal controls are in place relative to the 
ÄK\JPHY`�HJ[P]P[PLZ"��P]��HKVW[�HU�HWWYVWYPH[L�
VYNHUPaH[PVUHS�Z[Y\J[\YL�Z[HMÄUN�WH[[LYU�
and operating budgets that shall enable 
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the Trust Department to effectively carry 
out its functions; (v) oversee and evaluate 
WLYMVYTHUJL�VM�[OL�;Y\Z[�VMÄJLY"��]P��JVUK\J[�
regular meetings at least once every quarter 
or more frequently as necessary, depending 
VU�[OL�ZPaL�HUK�JVTWSL_P[`�VM�[OL�ÄK\JPHY`�
business, and; (vii) report regularly to the 
LANDBANK BOD on matters arising from 
ÄK\JPHY`�HJ[P]P[PLZ�

For 2014, the Trust Committee approved 
various guidelines and policies to aid in the 
conduct of proper administration of trust 
business. These include among others, the 
following: 

1.	 Enhanced Account Review Guidelines
2.	Amended Investment Philosophy and 

Processes
3.	Revised Guidelines on Acceptance 

and Investment Policies of Managed 
Trust Accounts as Participants to the 
LANDBANK UITF

4.	Counterparty Selection
5.	Allocation of Investment Assets
��	:\WWSLTLU[�[V�*SPLU[�7YVÄSPUN�*SPLU[�

Suitability Assessment

In 2014 the Trust Committee held eight 
meetings with an average attendance of 88 
percent.

Audit and Compliance Committee (ACC)

In January 2014, the LANDBANK BOD 
approved the proposed renaming of 
the Audit Committee to the Audit and 
Compliance Committee.

The Audit and Compliance Committee 
is a Board-level committee that provides 
HZZPZ[HUJL�[V�[OL�3(5+)(52�)6+�PU�M\SÄSSPUN�
its oversight responsibilities over the Bank’s 
ÄUHUJPHS�YLWVY[PUN�WVSPJPLZ��WYHJ[PJLZ�HUK�
control, internal and external audit functions, 
and compliance function.

In 2014, the ACC approved 13 major initiatives 
and proposals of the Internal Audit Group and 
*VTWSPHUJL�4HUHNLTLU[�6MÄJL��[V�^P[!

	 ��� %/1ŦU 2NCPU CPF 2TQITCOU HQT %; 
2014

� ��� %/1ŦU %QORNKCPEG 6GUVKPI 2NCP HQT 
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� ��� %/1ŦU %QORNKCPEG 6GUVKPI 2NCP HQT 
4GIWNCVQT[ +UUWCPEGU KUUWGF KP VJG 
�UV 3WCTVGT QH ����
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%QOOKVVGG

� ��� %/1ŦU %QORNKCPEG 6GUVKPI 2NCP
� ��� %QPFWEV QH +PHQTOCVKQP 5GEWTKV[ 

4GXKGY D[ C 6JKTF 2CTV[ 5GTXKEG 
2TQXKFGT

� ���� 4GXKUKQP QH VJG +PVGTPCN #WFKV )TQWR 
%JCTVGT

� ���� #OGPFOGPV QH *156#&ŦU ���� 6CTIGV
� ���� 4GCNKIPOGPV QH VJG #WFKV 5GTXKEGU 

6GCOŦU ���� 6CTIGV
� ���� %JCPIG KP VJG %QXGTCIG QH VJG 

0WODGT QH %NQUGF 2TKXCVG &GRQUKV 
#EEQWPVU HQT %QPƒTOCVKQP

To encourage the other Bank units to work 
[V^HYKZ�¸,_LTWSHY`¹�WLYMVYTHUJL�HUK�
emulate best practices in the years ahead, 
���\UP[Z�[OH[�H[[HPULK�¸,_LTWSHY`¹�YH[PUN�
in 2013 were invited by the ACC during its 
YLN\SHY�TLL[PUN�HUK�[OL�)HUR»Z�TVU[OS`�ÅHN�
ceremony for recognition.  These units that 
VI[HPULK�¸,_LTWSHY`¹�YH[PUN�^LYL�HSZV�NP]LU�
monetary incentive.

(SZV��[V�LUZ\YL�[OH[�[OL�ÄUKPUNZ�VM�\UP[Z�
that failed the audit will be addressed 
appropriately and to encourage them to 
perform better, all units that failed the audit 
were required to present before the ACC 
their action plans and actions taken to 
HKKYLZZ�[OL�H\KP[�ÄUKPUNZ���

;OL�*VTTP[[LL�PZ�JVTWVZLK�VM�Ä]L�
members chaired by Director Victor Gerardo 
J. Bulatao, with Director Tomas T. de Leon, 
Jr. as the vice chair.  The other members 
are Director Crispino T.  Aguelo, Director 
Domingo I. Diaz, and DA Usec. Antonio A. 
Fleta (vice DA Secretary Proceso J. Alcala).  
The Audit and Compliance Committee 
held 16 meetings in 2014 with an average 
attendance of 98.75 percent.

#ITK�#ITC�5QEKCN�%QPEGTPU�%QOOKVVGG�
(AASCC)

The Agri-Agra Social Concerns Committee 
(AASCC) is a Board-level committee that is 
focused on strengthening the implementation 
of the Comprehensive Agrarian Reform 
Program (CARP) of the government. Its 
ZWLJPÄJ�M\UJ[PVUZ�HYL!��P��[V�MVYT\SH[L�
non-credit policies to improve the delivery 
of services on CARP and other agri-agra 
matters; (ii) to act as  clearing house for 
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LANDBANK’s CARP-related non-credit 
programs; and (iii) to monitor the status of 
implementation of the Bank’s various non-
credit and social concerns programs.

The Committee is chaired by Director 
Victor Gerardo J. Bulatao with LANDBANK 
President and CEO Gilda E. Pico as 
vice chairperson. The members are the 
Secretaries of the Department of Agrarian 
Reform (DAR) and Department of Agriculture 
(DA) and Director Crispino T. Aguelo.

In 2014, the Committee deliberated on the 
following matters, among others: 
Ů� TGKODWTUGOGPV D[ VJG $WTGCW QH 

6TGCUWT[ QH VJG COQWPVU RCKF D[ 
.#0&$#0- HQT &QEWOGPVCT[ 5VCOR 
6CZ 
&56� QP #4 DQPFU

Ů� RTQRQUCN D[ VJG &#4 VQ QWVUQWTEG HTQO 
.#0&$#0- VJG IGPGTCVKQP QH VJG .CPF 
&KUVTKDWVKQP CPF +PHQTOCVKQP 5JGGV 

.&+5� CPF .CPF #OQTVK\CVKQP 5EJGFWNG 
(LAS) 

Ů� OQTCVQTKWO QP VJG RC[OGPV QH NCPF 
COQTVK\CVKQPU HQT XKEVKOU QH 6[RJQQPU 
2CDNQ CPF ;QNCPFC

Ů� CWVQOCVKQP QH NCPF COQTVK\CVKQP 
EQNNGEVKQP XKC VJG 2QTVCDNG #ITCTKCP 
4GHQTO %QNNGEVKQP 5[UVGO 
2#4%5�

Ů� UKORNKƒECVKQP QH ENCKOHQNFGT 
FQEWOGPVCVKQP CPF RTQEGUUKPI WPFGT 
&#4 #FOKPKUVTCVKXG 1TFGT 0Q� �� UGTKGU 
QH ����

Ů� RTQRQUCN QP VJG EQPFQPCVKQP QH KPVGTGUV 
QP NCPF COQTVK\CVKQPU

Ů� (CTOGTUŦ #FXCPEG 4GOKVVCPEG 
(#4� 
6TWUV (WPF #EEQWPV YKVJ VJG 6TWUV 
$CPMKPI )TQWR KP HCXQT QH ������� #4$U

Ů� VWTP�QXGT QH 4# ���� RTQRGTVKGU VQ 
� VJG &#4

The Committee’s average attendance was 
recorded at 70 percent for its six meetings 
in 2014.

4KUM�1XGTUKIJV�%QOOKVVGG�
4KUM%QO�

The Risk Oversight Committee (RiskCom) 
serves as the LANDBANK BOD oversight 
in overall risk management of the Bank. 
Among others, the RiskCom undertakes the 
evaluation of the Bank’s risk management 
framework and ensures the alignment of the 
risk management policies and procedures 
with the Bank’s strategies, objectives 
and risk appetite. Also, the RiskCom 
evaluates the Bank’s risk exposures and the 

implementation of established risk-mitigating 
measures.

In addition, the RiskCom exercises oversight 
functions on all matters pertinent to risk 
management including the development 
of risk strategies, policies, guidelines, 
procedures and systems as well as the 
system of authority limits delegated by the 
LANDBANK BOD to management.

The RiskCom also established the system for 
reporting and disclosure of risk information 
to the LANDBANK BOD which approved, 
among others, various guidelines and 
procedures on risk measurement and 
validation, business continuity monitoring, 
liquidity risk approving authorities, risk 
appetite statement, and risk dictionary.

In 2014, RiskCom approved the renaming 
of the Risk Management Committee to Risk 
Oversight Committee.  Also, the Committee 
deliberated on and approved seven major 
initiatives and enhanced eight existing 
guidelines which included amendments and 
new practices in risk management covering 
risk limits, other risk-related policies and 
implementation of the third phase of ERM.  
A total of 221 regular and special credit, 
treasury, operational and enterprise-wide 
risk reports were discussed, including stress 
testing reports on the Bank’s loan and 
investment exposures.

;OL�9PZR*VT�OHZ�Ä]L�TLTILYZ�HUK�PZ�
chaired by Director Tomas T. de Leon, Jr.. 
The Finance Secretary sits as vice chair while 
the rest of the Committee members are 
Director Domingo I. Diaz, Director Crispino T. 
Aguelo, and the Agriculture Secretary (with 
Usec. Antonio A. Fleta as alternate). 
The RiskCom convenes twice monthly in 
VYKLY�[V�HSSV^�[PTLS`�YPZR�YLWVY[PUN�ZWLJPÄJHSS`�
those pertaining to market, liquidity, and 
interest rate risks.  The RiskCom held 
16 meetings in 2014 with an average 
attendance of 76 percent.

6JG�+PXGUVOGPVU�CPF�.QCPU��%QOOKVVGG�
(ILC)

The Investments and Loans Committee (ILC) 
provides support to the LANDBANK BOD in 
reviewing and monitoring the performance 
of the loan and investment portfolios of the 
Bank.  Part of ILC’s functions are – (i) the 
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evaluation, approval or recommendation to 
the LANDBANK BOD (for its consideration 
and approval) the proposals for loans and 
investments in accordance with the Bank’s 
*VKPÄLK�(WWYV]PUN�:PNUPUN�(\[OVYP[`��*(�
SA) and the Investment Policy Guidelines 
and Strategy, respectively; and (ii) the review 
and recommendation to the LANDBANK 
BOD of credit and investment policies and 
guidelines that will govern the Bank’s credit 
and investments portfolio.

LANDBANK’s ILC is composed of the 
Bank’s President and CEO, two private 
sector representatives and two farmer sector 
representatives.  In 2014, the ILC is chaired 
by LANDBANK President and CEO Gilda E. 
Pico while Director Domingo I. Diaz served 
as the Committee Vice-Chairman.

ILC held 48 meetings in 2014 with an 
average attendance of 96 percent.  

Fortifying Risk Management 
Systems and Measures to 
Strengthen Governance 

LANDBANK remained focused in pursuing 
various risk initiatives during the year that 
further strengthened its risk management 
systems.  The implementation of enhanced 
risk policies, guidelines, and measurement 
tools helped establish a stronger risk 
management program for the Bank.  On top 
of complying with the regulatory requisites 
of Basel III and other requirements, 
LANDBANK continued with its risk 
management programs and measures that 
enforced its risk management capabilities 
and risk controls to better mitigate the 
Bank’s various risks in 2014.   

4KUM /CPCIGOGPV CPF )QQF 
)QXGTPCPEG

Risk management is an integrative 
component of good governance which 
endeavors to ensure adequacy of policies, 
systems and procedures to manage risks. 
`Risk management at LANDBANK completes 
the triumvirate that takes a close look at the 
controls of the Bank. Together with internal 
audit and compliance, the synergy of the 
three functions provides credence to the 
role of the Bank’s corporate governance in 
implementing an effective control framework.  

Oversight on all risk-related functions is a 
responsibility of the LANDBANK BOD. This 
responsibility is rendered by the LANDBANK 
BOD through the Risk Oversight Committee 
(RiskCom) which evaluates and approves the 
Bank’s risk management framework, policies 
and effectiveness of controls.  

4KUM /CPCIGOGPV 2JKNQUQRJ[

3(5+)(52�PZ�H�ÄUHUJPHS�PUZ[P[\[PVU�PU]VS]LK�
in providing banking products and services 
[OH[�L_WVZL�P[�[V�H�WSL[OVYH�VM�YPZRZ���>OPSL�
P[�YLJVNUPaLZ�HSS�YPZRZ�PUOLYLU[�PU�H�ÄUHUJPHS�
institution, it manages closely those that 
OH]L�ZPNUPÄJHU[�ILHYPUN�VU�P[Z�IHSHUJL�ZOLL[�
accounts.  Risk management is found in 
all the business processes of the Bank 
and is designed, to ensure among others, 
that risk-taking by business units is aligned 
with the risk appetite of the Bank. The 
management of risks is embedded in the 
Bank’s organizational structure, Information 
Technology (IT) infrastructure, control and 
communication processes, among others.
The Bank’s approach to risk management is 
as follows:

�	 ;OL�)HUR�HKVW[Z�HU�LU[LYWYPZL�
wide approach in managing risks.  
Enterprise Risk Management (ERM) 
views the group-wide risks of the 
Bank from the top and analyzes and 
HKKYLZZLZ�PKLU[PÄLK�YPZRZ�[VNL[OLY�
with the authorized risk taking units.  
Through the ERM, risk analysis is 
strengthened as it takes a cross-
functional perspective that reveals the 
interdependencies of the risks and 
facilitates risk treatment at the source.

�	 ;OL�3(5+)(52�)6+��[OYV\NO�[OL�
RiskCom, exercises oversight on all risk-
related functions and activities of the 
Bank based on a top-down structure; 
and 

�	 ;OL�9PZR�4HUHNLTLU[�.YV\W��94.��
– a unit under the Board of Directors, 
performs the oversight function for all 
major risk areas (credit, market, and 
liquidity, operational, and other bank-
wide risks).  RMG reports functionally to 
the RiskCom and administratively to the 
7YLZPKLU[�HUK�*OPLM�,_LJ\[P]L�6MÄJLY�
(CEO) of the Bank. 
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4KUM 'ZRQUWTGU CPF #UUGUUOGPV

LANDBANK recognizes the following risk exposures which are the same exposures articulated 
in its 2014 Internal Capital Adequacy Assessment Process (ICAAP) Document.

	 RISK	 DESCRIPTION
1.	 Credit Risk		  A considerable percentage of the Bank’s funds are deployed to 

credit, being its core business. Credit risk arises from the failure of 
a counterparty to meet the terms or perform within the bounds of 
its contract with the Bank. Credit risk to LANDBANK takes the form 
of Counterparty Credit Risk-Loans and Counterparty Credit Risk-
Investments. 

2	 Market		  LANDBANK treasury activities generally deal with Government 
Securities (GS) and Foreign Securities, Equities, and Foreign 
*\YYLUJPLZ�[OH[�HYL�JSHZZPÄLK�HZ�/LSK�-VY�;YHKPUN��/-;��VY�HZ�
Available For Sale (AFS).  The values of these assets are subject 
to Mark-To-Market (MTM) or daily valuation to align with prevailing 
market prices and rates. These adjustments could result in a gain or 
loss for the Bank.

	
			   It is the risk of loss, immediate or over time, due to adverse 

Å\J[\H[PVUZ�PU�WYPJL�VY�THYRL[�]HS\L�VM�PUZ[Y\TLU[Z��WYVK\J[Z��HUK�
transactions in the Bank’s overall trading and investment portfolio.  
-HPS\YL�[V�HU[PJPWH[L�HUK�THUHNL�Å\J[\H[PVUZ�PU�[OL�]HS\LZ�VM�[OL�
Bank’s investments could lead to economic losses. 

3.	 Operational Risks	
	
	 C��2GQRNG 4KUM		  Under the Bank’s ERM, People Risk consists of three risk 

JVTWVULU[Z��WHY[PJ\SHYS`�KLÄULK�HZ�MVSSV^Z!
��	 9LJY\P[TLU[�HUK�9L[LU[PVU�9PZR���+PMÄJ\S[`�VM�[OL�)HUR�[V�

attract and retain competent employees that may lead to 
organizational dysfunction and low morale;

��	 7LVWSL�+L]LSVWTLU[�HUK�7LYMVYTHUJL�9PZR���+PMÄJ\S[`�[V�
develop and enhance employee skills and provide a sound 
employee performance management system that may 
reduce employee motivation and may adversely impact the 
achievement of desired performance and conduct;  and,

3.	 Succession Planning Risk - Failure to create and implement 
a feasible continuance plan for key Bank positions and 
employees that may adversely affect the stability of 
organizational leadership and business continuity.

	
	 D��2TQEGUU 4KUM		  )HZLS�*VTTP[[LL�KLÄULZ�6WLYH[PVUHS�9PZR�HZ�[OL�YPZR�VM�SVZZ�YLZ\S[PUN�

from inadequate or failed internal processes, people, and systems.  
Process Risk, as one of the sources of Operational Risk, is the risk 
of loss caused by, but not limited to, inadequate or failed execution 
of the Bank’s business processes, human error or negligence, fraud 
and malice.

� E��5[UVGO QT 
    � � /+5 4KUM		  IT Risk refers to the business risk associated with the use, ownership, 

operation, involvement and adoption of IT within the Bank. 
				    The following are the categories of IT Risk:

1.	 IT Management���-HPS\YL�[V�LMMLJ[P]LS`�HKVW[�PKLU[PÄLK�
IT initiatives and administer IT resources may lead to lost 
business and hinder the achievement of the Bank’s goals 
and objectives.

60 

O P E R AT I O N A L  H I G H L I G H T S



��	 ,7�&RQðGHQWLDOLW\�- Failure of information system to 
adequately protect both IT data and IT infrastructure leads 
to or allows unauthorized access, or leads to destruction of 
information and information systems of the Bank.

3.	 IT Availability or Continuity - Failure to ensure uninterrupted 
operations and immediate recovery from systems and 
implementation failures lead to losses for the Bank.

4.	 IT Integrity - Failure of information system to provide 
HJJ\YH[L��YLSPHISL�HUK�[PTLS`�ÄUHUJPHS�HUK�UVU�ÄUHUJPHS�
PUMVYTH[PVU�^OLU�ULLKLK�SLHKZ�[V�VWLYH[PVUHS�PULMÄJPLUJPLZ�
or lost business opportunities.

5.	 Technology Implementation - Failure to adopt and 
implement the appropriate approved system and technology 
to support business processes or major initiatives may 
SLHK�[V�JVZ[S`�PU]LZ[TLU[Z�HUK�^VYR�PULMÄJPLUJPLZ�HUK�TH`�
compromise product or service delivery. 

4.	 Strategic Risk	  	 Risk arising from the current and prospective impact on earnings or 
capital due to adverse business decisions, improper implementation 
of decisions, or lack of responsiveness to industry changes.  This 
risk is a function of the compatibility of an organization’s strategic 
goals, the business strategies developed to achieve these goals, 
the resources deployed against these goals, and the quality of 
implementation.

			 
			   The resources needed to carry out business strategies are both 

tangible and intangible. They include communication channels, 
operating systems, delivery networks, and managerial capacities 
and capabilities. The organization’s internal characteristics must 
be evaluated against the impact of economic, technological, 
competitive, regulatory, and other environmental changes (BSP 
Circular No. 510, Series of 2006).

5.	 Concentration 
	 and Contagion 
	 Risk		  The Concentration and Contagion Risks which are considered by the 

)HUR�HZ�7PSSHY���YPZRZ�HYL�OLYLI`�KLÄULK�HZ�MVSSV^Z!�
1.	 Credit Concentration Risk - 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.

2.	 Contagion Risk - An adverse condition that may affect 
companies within a holding or parent company, resulting in 
HU�HK]LYZL�LMMLJ[�VU�[OL�ÄUHUJPHS�WLYMVYTHUJL�VM�[OL�WHYLU[�
JVTWHU`�P[ZLSM��VY�[V�P[Z�V[OLY�Z\IZPKPHYPLZ�HUK�HMÄSPH[LZ���0[�
could also affect a portion, or an entire portfolio of a bank 
creditor, or at worse, the entire industry from which that 
particular distressed company belongs to.

6.	 Liquidity Risk		  -HPS\YL�[V�WYVWLYS`�THUHNL�[OL�)HUR»Z�JHZO�ÅV^Z�[OH[�JV\SK�HMMLJ[�P[Z�
ability to settle its obligations as they become due and could lead to 
insolvency and regulatory sanctions.

7.	 Interest Rate 
	 Risk		  0UHIPSP[`�[V�HWWYVWYPH[LS`�WSHU�MVY�HUK�YLHJ[�[V�Å\J[\H[PVUZ�PU�PU[LYLZ[�

rates which leads to market value losses on investment securities or 
JHZO�ÅV^�ZOVY[MHSSZ�YLZ\S[PUN�MYVT�YL�WYPJPUN�VM�SVHUZ�VY�VISPNH[PVUZ���
0[�PZ�[OL�YPZR�[OH[�[OL�)HUR�^PSS�L_WLYPLUJL�KL[LYPVYH[PVU�PU�P[Z�ÄUHUJPHS�
position as interest rate moves over  time. These losses impact on 
the earnings and economic value of capital.
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8.	 Counterparty 
	 Risk		  Counterparty risk refers to a class of credit risks that occurs from 

transactions where reciprocal obligations are made between the 
Bank and counterparties or customers.  It is the risk associated with 
[OL�NYHU[�VM�MHJPSP[PLZ��LP[OLY�I`�^H`�VM�HJ[\HS�ÄUHUJPUN�^P[O�V\[SH`�VM�
funds or by actual engagement in a commitment by a borrower to 
M\SÄS�HU�HJ[\HS�VY�JVU[PUNLU[�VISPNH[PVU�[V�[OL�)HUR��

			   )HZLK�VU�[OL�HIV]L�KLÄUP[PVU��JYLKP[�YPZR�PZ�PUOLYLU[�PU�IHURPUN�
activities either for loans or investments, including activities in the 
banking book and in the trading book, and both for on-balance and 
VMM�IHSHUJL�ZOLL[��;O\Z��3(5+)(52�JSHZZPÄLZ�*V\U[LYWHY[`�*YLKP[�
Risk as pertaining to both Loans and Investments.  

			   ;OL�)HUR�KLÄULZ�*V\U[LYWHY[`�*YLKP[�9PZR�VU�SVHUZ�HZ�[OL�PUHIPSP[`�
to review and analyze the credit quality of potential or existing 
borrowers to serve as basis for loan approval (at application) and to 
determine the probability of default (on an on-going basis) that could 
lead to economic losses.

			   Other than loans, LANDBANK is facing credit risk (counterparty risk) 
VU�]HYPV\Z�ÄUHUJPHS�PUZ[Y\TLU[Z��HUK�PZ�]PY[\HSS`�HU�LSLTLU[�VM��L]LY`�
product and service that the Bank provides such as acceptances, 
PU[LYIHUR�[YHUZHJ[PVUZ��[YHKL�ÄUHUJPUN��MVYLPNU�L_JOHUNL�
[YHUZHJ[PVUZ��ÄUHUJPHS�M\[\YLZ��Z^HWZ��IVUKZ��LX\P[PLZ��VW[PVUZ��HUK�
in the extension of commitments and guarantees, and the settlement 
of transactions. Thus, Counterparty Credit Risk on investment is 
referred to by the Bank as the failure to anticipate and manage the 
risk of counterparty default (for investment securities and derivatives) 
[OH[�TH`�SLHK�[V�ZL]LYL�ÄUHUJPHS�HUK�LJVUVTPJ�SVZZLZ�MVY�[OL�)HUR����

			   Counterparty Risk on loans for the ICAAP, except for Interbank Loans, 
is captured under the Credit Risk Category of the LANDBANK ICAAP 
Document. Thus, discussions of credit risk under this section shall 
refer to counterparty and the concentration risk exposure related to 
trading or investments. Further, counterparty would refer to an entity 
with which the Bank engages in trading or treasury related activities, 
[`WPJHSS �̀�I\[�UV[�ULJLZZHYPS`�HS^H`Z�^P[O�V[OLY�ÄUHUJPHS�PUZ[P[\[PVU�

9.	 Compliance 
	 Risk		  *VTWSPHUJL�9PZR�PZ�KLÄULK�HZ�[OL�J\YYLU[�HUK�WYVZWLJ[P]L�YPZR�[V�

earnings or capital arising from violations of, or non-conformance 
with laws, rules and regulations, prescribed practices, internal 
policies and procedures or ethical standards. (BSP Circular No. 510, 
Series of 2006).

			   Compliance risk also arises in situations where the laws or rules 
governing certain Bank products or activities of the Bank clients may 
IL�HTIPN\V\Z�VY�\U[LZ[LK���;OPZ�YPZR�L_WVZLZ�3(5+)(52�[V�ÄULZ��
payment of damages and the voiding of contracts.

			   Compliance risk can lead to diminished reputation, reduced franchise 
value, limited business opportunities, reduced expansion potential 
and lack of contract enforceability.

			   9LJLU[S �̀�[OL�JVTWSPHUJL�MYHTL^VYR�OHZ�ILLU�YLKLÄULK�^P[O�[OL�
issuance of BSP Circular No. 747, Series 2012 which mandates the 
establishment of a strong, responsive and appropriate bank-wide 
Compliance System designed to focus on the mitigation of business 
YPZR���;OL�*PYJ\SHY�KLÄULZ�I\ZPULZZ�YPZRZ�HZ�¸JVUKP[PVUZ�^OPJO�TH`�IL�
detrimental to the Bank’s business model and its ability to generate 
YL[\YUZ�MYVT�VWLYH[PVUZ��^OPJO�PU�[\YU�LYVKL�P[Z�MYHUJOPZL�]HS\L�¹�
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			   Providing delineation between the risk program and the compliance 
program, BSP Circular No. 747, Series of 2012 refers to the risk 
WYVNYHT�HZ�JV]LYPUN�¸ÄUHUJPHS�YPZRZ�[OH[�HYPZL�MYVT�[OL�IHSHUJL�
ZOLL[�L_WVZ\YLZ�VM�[OL�PUZ[P[\[PVU�¹��6U�[OL�V[OLY�OHUK��JVTWSPHUJL�
program will deal with business risks which shall include, but not 
limited to the following:

��� 4GRWVCVKQP TKUM TGUWNVKPI HTQO KPVGTPCN FGEKUKQPU VJCV OC[ 
JCTO VJG $CPMŦU OCTMGV UVCPFKPI

��� 4GRWVCVKQP TKUM TGUWNVKPI HTQO KPVGTPCN FGEKUKQPU QT 
RTCEVKEGU VJCV YKNN GXGPVWCNN[ JCXG CP KORCEV QP VJG RWDNKEŦU 
VTWUV

��� .GICN TKUMU KPUQHCT CU EJCPIGU KP VJG KPVGTRTGVCVKQP QT 
RTQXKUKQPU QH VJG TGIWNCVKQPU YKNN WPUYGTXKPIN[ CHHGEV VJG 
$CPMŦU DWUKPGUU IQCNU

��� %QORNKCPEG TKUMU TGUWNVKPI HTQO DCPM CEVKXKVKGU VJCV�
�	 JVU[YHKPJ[�L_PZ[PUN�YLN\SH[PVUZ�HUK�PKLU[PÄLK�ILZ[�

practices 
�	 YL]LHS�^LHRULZZLZ�PU�[OL�PTWSLTLU[H[PVU�VM�JVKLZ�

of conduct and standards of good practice
				  

	 The categories of Compliance Risk are:
�	 9LN\SH[VY`�*VTWSPHUJL�9PZR
	 Imposition of the appropriate sanction shall be 

based on the assessment of the strength and 
responsiveness of the whole compliance system 
to address business risks. A compliance system 
^OPJO�ZOHSS�IL�MV\UK�[V�IL�ZPNUPÄJHU[S`�PUZ\MÄJPLU[�
shall be considered as unsafe and unsound 
banking practice.

�	 (U[P�4VUL`�3H\UKLYPUN��(43��*VTWSPHUJL�9PZR�
Enforcement of actions shall be imposed on the 
basis of the over-all assessment of the Bank’s AML 
YPZR�THUHNLTLU[�Z`Z[LT���>OLUL]LY�H�)HUR»Z�
AML compliance system is found to be grossly 
inadequate, this may be considered as unsafe 
and unsound banking practice that may warrant 
initiation of prompt corrective action.

10.	Reputation Risk		  Failure to establish and maintain an image of integrity and 
competence in doing business may result in the loss of customers 
and even key employees.

			   In assessing the risk, the following factors were considered:  
�	 SL]LS�VM�PUOLYLU[�YPZR��OPNO��TVKLYH[L�VY�SV^�
�	 HKLX\HJ`�VM�YPZR�THUHNLTLU[��Z[YVUN��HJJLW[HISL�VY�^LHR�
�	 [YLUK�VY�KPYLJ[PVU�VM�YPZR��KLJYLHZPUN��Z[HISL�VY�PUJYLHZPUN�

			   The impact of scenarios in Reputation Risk occurs through various 
degrees of loss of business, particularly in the loss of clients 
(depositors and borrowers) as well as the ability to generate new 
business and to raise needed capital.  The impact can also be on the 
cost of doing business. 

11.	Event Risk		  Loss resulting from damages due to natural calamities such as 
[`WOVVU��LHY[OX\HRL��ÅVVK�HUK�V[OLY�^LH[OLY�KPZ[\YIHUJLZ�HUK�
THUTHKL�YPZR�L]LU[Z�Z\JO�HZ�ÄYL��]HUKHSPZT�HUK�[HTWLYPUN�VM�
Automated Teller Machine (ATM), terrorism and holdup or robbery.

12.	Legal Risk		  Unenforceable contracts or defective contracts, lawsuits and adverse 
Q\KNTLU[Z�[OH[�TH`�SLHK�[V�ÄUHUJPHS�SVZZLZ�[V�[OL�)HUR���;OL�[OYLL�
categories of Legal Risk are:
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��� %QPVTCEV – an agreement between two or more persons 
which creates an obligation to do or not to do a particular 
thing. A contract entered into by the Bank becomes a risk 
if it is contrary to law, if it has technical defects and/or if 
parties entering into the contract lack legal capacity to 

	 do so.

��� .CYUWKV – a process in law instituted by one party to compel 
another to do him justice. The following situations present in 
a lawsuit may eventually lead to an adverse judgment and 
could become a legal risk:

�	 ]HY`PUN�PU[LYWYL[H[PVUZ
�	 SVZZ�VM�L]PKLUJL
�	 KLSH`PUN�[HJ[PJZ�VM�SP[PNHU[Z
�	 SH[L�VY�UVU�Z\ITPZZPVU�VM�YLX\PYLK�WSLHKPUNZ
�	 MHPS\YL�[V�HWWLHY�PU�WYVJLLKPUNZ
�	 \UL_WLJ[LK�HK]LYZL�JVUZLX\LUJLZ�MYVT�SLNHS�

proceedings

��� #FXGTUG ,WFIOGPV - unfavourable judgments against 
the Bank.  The term may also include judgments, though 
favourable to the Bank, cannot be enforced or executed due 
to the following reasons:

�	 LUMVYJLTLU[�Z\IQLJ[�[V�WV[LU[PHS�KPMÄJ\S[PLZ
�	 MHPS\YL�VY�YLM\ZHS�VM�Q\KNTLU[�VISPNVY�[V�OVUV\Y�

obligations
�	 Q\KNTLU[�H^HYK�UV[�JHWHISL�VM�ZH[PZMHJ[PVU�VY�

execution 

13.	Trust Operations 
	 Risk		  Covers a wide array of potential risks that may arise from a trustee’s 

ÄK\JPHY`�K\[PLZ�WYLKPJH[LK�VU�[OL�WYPUJPWSL�VM�L_LYJPZPUN�\[TVZ[�
care and prudence in handling the business affairs of other people 
(trustors).  A trust entity does not own the assets which its clients 
assign for proper management.  Contracts clearly state that trust 
arrangements are not covered by the Philippine Depository Insurance 
Corporation (PDIC) and except for wilful fraud, gross negligence 
and evident bad faith, all losses with regard to the trust entity’s 
investments are for the account of its clients. 

			   All arrangements in Trust are contractual in nature and therefore, the 
Trust Banking Group’s operation is exposed to legal risk per client.  
0U�HKKP[PVU��K\L�[V�[OL�[Y\Z[LL»Z�ÄK\JPHY`�K\[PLZ��U\TLYV\Z�Y\SLZ�HUK�
regulations have been imposed by the BSP to improve controls and 
ZL[�IHZPJ�Z[HUKHYKZ�PU�ÄK\JPHY`�WYHJ[PJLZ��-\Y[OLY��[OL�JVU[PU\PUN�
additional and evolving rules, regulations, and circulars from 
regulators such as, the BSP, the Securities Exchange Commission 
(SEC), the Insurance Commission (IC) and the Bureau of Internal 
Revenue (BIR), expose the Bank’s trust operations to compliance 
and strategic risks.

			   Because a trust entity’s operations are similar to a bank, all areas 
of risk associated with commercial banking operations in terms of 
operational and investment risks are also applicable to trust banking.

14.	Subsidiaries 
	 Risk		  This is risk on earnings and assets of LANDBANK (direct impact) 

arising from reduced or decline in net income of the Bank’s 
subsidiaries (sub-group basis). 
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%TGFKV 4KUM /CPCIGOGPV

Credit risk is the risk that one party to a 
ÄUHUJPHS�PUZ[Y\TLU[�^PSS�MHPS�[V�KPZJOHYNL�
an obligation and cause the other party 
[V�PUJ\Y�ÄUHUJPHS�SVZZLZ��6]LYHSS�JYLKP[�YPZR�
management oversight is a function of the 
Board-level RiskCom.

Credit Risk Assessment

Credit risk assessment is a function of the 
Bank’s lending sector and is guided by 
established policies and procedures which 
are regularly reviewed and enhanced.  In 
close coordination with the lending units, 
RMG issued 25 credit policies, bulletins and 
executive orders in 2014 to complement, 
update, and enhance existing credit policies 
and guidelines.

Consistent with good corporate governance, 
LANDBANK manages credit risk by setting 
limits for individual borrowers and group 
of borrowers and industry segments.  The 
Bank also monitors credit exposures, and 
continually assesses the credit quality of 
counterparties.  Assessment of credit quality 
considers credit ratings of counterparties 
given by external credit assessment 
institutions such as Moody’s, Fitch, Standard 
& Poor’s and PhilRatings.  The use of external 
credit ratings adheres to the BSP guidelines 
on the “Implementation of the Revised Risk-
)HZLK�*HWP[HS�(KLX\HJ`�-YHTL^VYR�¹��-VY�
MVYLPNU�HUK�ÄUHUJPHS�PUZ[P[\[PVU�HJJV\U[Z��[OL�
Bank downloads available extra credit ratings 
from Bloomberg. 

For all client types, credit risk management 
is supplemented by credit rating systems 
which were developed for corporations, 
small and medium enterprises (SMEs), 
ÄUHUJPHS��PUZ[P[\[PVUZ��JVVWLYH[P]LZ�HUK�SVJHS�
government units (LGUs).  The ratings of 
clients are being used, among others, as a 
basis for determining the credit worthiness 
of loan clients and for independent review of 
the ratings after approval is done by RMG, 
to support the Internal Credit Risk Rating 
System (ICRRS) ratings as required by BSP.  
For 2014, RMG completed the post-validation 
of 565 ICRRS ratings of corporate clients.

+ORNGOGPVCVKQP�QH�VJG�%TGFKV�4KUM�'PIKPG�
System (CRES)

As part of its overall risk management plans, 
the Bank approved the recalibration of the 
credit rating scorecard for corporate clients.  
The credit rating scorecard will be deployed 
upon approval of the proposed implementing 
guidelines currently under review by 
lending units.  The Bank is also conducting 
recalibration of the LGU credit rating 
scorecard to ensure its predictive capability 
following some changes in set parameters. 

In 2014, the Bank also continued the 
scoring of new and automated livelihood 
accounts; and the recalibration of the existing 
Livelihood Loans to address parameter 
changes for the livelihood loans of the 
Department of Education.

%TGFKV�4KUM�'ZRQUWTG�CPF�%TGFKV�TGNCVGF�
Commitments

*YLKP[�YPZR�^P[O�YLZWLJ[�[V�KLYP]H[P]L�ÄUHUJPHS�
instruments is limited to those instruments 
with positive fair values, which are included 
\UKLY�¸6[OLY�(ZZL[Z¹���3(5+)(52�HSZV�
makes available to its customers guarantees 
which may require the Bank to make 
payments on behalf of these clients.  Such 
payments are collected from customers 
based on the terms of the Letter of Credit.  
These guarantees expose the Bank to similar 
risks as loans and these are mitigated by the 
same control processes and policies.  As 
a result, the maximum credit risk, without 
taking into account the fair value of any 
collateral and netting arrangements, is limited 
to the amounts on the balance sheet plus 
commitments to costumers.

The table shows the Bank’s maximum 
exposure to credit risk for On- and Off-
Balance Sheet accounts, including 
derivatives.  On-Balance Sheet credit risk 
exposures are shown net of credit risk 
mitigation, mainly through the use of primary 
collaterals such as cash holdout, government 
securities, real estate properties, including 
legally enforceable netting arrangements.  
The bulk of net Loans and Receivables are 
largely to Corporates at P97,266 million 
(59.02 percent), followed by government 
entities at P35,089 million (10.53 percent) 
and MSMEs at P33,597 million (10.08 
percent). The Bank also holds substantial 
receivables arising from repurchase 
agreements aggregating P56,404 million.  
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			   					    2014 (In Php Millions)					   
			      On Balance Sheet Items	 Gross	 Credit Risk	 Net
	 �			   ,_WVZ\YLZ�	 4P[PNHU[Z	 �,_WVZ\YLZ�	 ��	 ���	 ���	 ���	 ����	 ����	 �*9>(�
Cash on Hand	  23,991 	  - 	  23,991 	  23,991 						       - 
Checks and Other Cash Items	  249 	  - 	  249 		   249 					      50 
Due from Bangko Sentral ng Pilipinas 	  229,302 	  - 	  229,302 	  229,302 						       - 
Due from Other Banks	  6,313 	  - 	  6,313 		   59 	  6,182 		   72 		   3,175 
Available-for-Sale (AFS) Financial Assets	  172,662 	  4,672 	  167,990 	  142,970 		   19,176 		   6,538 		   16,126 
Held-to-Maturity (HTM) Financial Assets 	  96,334 	  - 	  96,334 	  84,731 		   4,168 		   5,004 		   7,088 
<UX\V[LK�+LI[�:LJ\YP[PLZ�*SHZZPÄLK�HZ�3VHUZ	 ��������	 �����	 ���� ���	 �������				    ��������		  ��������
Loans and Receivables 	  397,083 	  63,846 	  333,237 	  63,605 	  949 	  19,364 	  33,597 	  276,296 	  3,271 	  316,273 
	 1.	Interbank Loans Receivables	  43,083 	  181 	  42,902 	  181 	  708 	  16,537 		   25,548 	  110 	  34,123 
	 2.	Loans & Receivables - Others										           - 
			   a. LGUs & Public Sector Entities	  30,398 	  285 	  30,114 	  285 				     30,114 		   30,114 
			   b. Government Corporation	  49,013 	  44,038 	  4,975 	  44,038 				     4,975 		   4,975 
			   c. Corporates	  215,813 	  18,547 	  197,266 	  18,523 	  24 			    197,266 		   197,271 
			   K��4PJYVÄUHUJL�:THSS�
�4LKP\T�,U[LYWYPZL	 ��������	 �����	 ����� ��	 �����	 ���		  ����� ��			   �����  �
			   e. Loans to individuals 	  21,564 	  589 	  20,975 	  376 	  213 	  2,828 		   18,148 		   19,604 
	 3. Defaulted Exposures	  3,407 	  - 	  3,407 					      246 	  3,161 	  4,988 
Other Loans and Receivables1/	  56,404 	  - 	  56,404 	  56,404 						    
Sales Contract Receivable (SCR) 	  1,009 	  - 	  1,009 					      491 	  518 	  1,268 
Real and Other Properties Acquired	  4,836 	  - 	  4,836 						       4,836 	  7,254 
Total Exposures Excluding Other Assets 	  1,001,469 	  68,880 	  932,589 							        - 
Other Assets 	  20,680 	  112 	  20,567 	  112 				     20,567 		   20,567 
Total On-Balance Sheet Exposures	  1,022,148 	  68,992 	  953,156 	  603,266 	  1,257 	  48,890 	  33,597 	  320,104 	  8,625 	  382,935 
	 			    Notional 		  Credit	
	 Off-Balance Sheet Items	 Principal	 CCF	 Equivalent 
				    (TV\U[�		  �(TV\U[�	 ��	 ���	 ���	 ���	 ����	 ����	 �*9>(�
A. Direct credit substitutes	  3,203 	 100%	  3,203 			    3 		   3,200 		   3,202 
B. Transaction-related contingencies 	  65,278 	 50%	  32,639 					      32,639 		   32,639 
C. Trade-related contingencies 	  10,803 	 20%	  2,161 			    1,555 		   605 		   1,383 
D. Other commitments 	  106,670 	 0%	  - 							        - 
Total Off-Balance Sheet Exposures	  185,955 		   38,003 	  - 	  - 	  1,559 	  - 	  36,445 	  - 	  37,224 
	 			    Notional	 Potential	 Credit
	 *V\U[LYWHY[`�9>(�0U�;OL�;YHKPUN�)VVR	 7YPUJPWHS	 -\[\YL�*YLKP[	 ,X\P]HSLU[	 ��	 ���	 ���	 ���	 ����	 ����	 �*9>(
				    Amount 	 Exposure	  Amount 	
Derivative Exposures	  19,695 	  196.95 	  235 		   18 	  68 		   149 		   186 
TOTAL 	  1,208,103 		  991,160 	  603,266 	  1,274 	  50,517 	  33,597 	  356,697 	  8,625  	 420,346 	

����(YPZPUN�MYVT�9LW\YJOHZL�(NYLLTLU[Z��*LY[PÄJH[LZ�VM�(ZZPNUTLU[�7HY[PJPWH[PVU�^P[O�9LJV\YZL��HUK�:LJ\YP[PLZ�3LUKPUN�HUK�)VYYV^PUN�;YHUZHJ[PVUZ			 
����;V[HS�*YLKP[�9PZR�>LPNO[LK�(ZZL[Z��*9>(��PUJS\ZP]L�VM�NLULYHS�SVHU�SVZZ�WYV]PZPVU�VM�7OW������TPSSPVU

Consistent with its credit risk management measures, the Bank conducts annual qualitative 
HUK�PTWHPYTLU[�YL]PL^�[V�HZZ\YL�WYVWLY�SVHU�JSHZZPÄJH[PVU�HUK�ZL[[PUN�\W�VM�]HS\H[PVU�YLZLY]LZ�
as well as prudential reporting in conformity with Philippine Financial Reporting Standards 
(PFRS). The Bank’s annual Internal Capital Adequacy Assessment Process (ICAAP) makes 
sure that the Bank maintains adequate capital at all times to cushion the impact of credit 
YPZR�HUK�P[Z�V[OLY�THQVY�YPZRZ��ZWLJPÄJHSS`�THYRL[�HUK�VWLYH[PVUHS�YPZRZ���0U�HKKP[PVU��[OL�)HUR�
sets applicable limits on its large exposures, industry concentration and other major portfolio 
concentration.

For Off-Balance Sheet exposures, the credit equivalent amounts are computed considering 
their respective credit conversion factors (CCFs).  These accounts are composed mainly 
VM�NLULYHS�N\HYHU[LLZ�VM�PUKLI[LKULZZ��L�N���ÄUHUJPHS�Z[HUKI`�SL[[LYZ�VM�JYLKP[�¶�KVTLZ[PJ�
and foreign), performance bonds and warranties related to particular transactions, and 
contingencies arising from movement of goods and Trust transactions. Outstanding derivative 
exposures mainly represent over-the-counter foreign exchange option contracts. 

2/

66 

O P E R AT I O N A L  H I G H L I G H T S



%QNNCVGTCN�CPF�1VJGT�%TGFKV�'PJCPEGOGPVU

The amount and type of collateral required 
depends on the type of borrower and 
assessment of the credit risk of the borrower.  
The Bank’s revised Credit Manual provides 
the guidelines on the acceptability of 
collateral and maximum valuation for each 
type of collateral.

6JG HQNNQYKPI CTG VJG OCKP EQNNCVGTCNU 
CEEGRVGF D[ VJG $CPM�

�	 -VY�JVTTLYJPHS�SLUKPUN�¶�JHZO�VY�
government securities, real estate 
properties, inventory, chattel; and 

�	 -VY�YL[HPS�SLUKPUN�¶�TVY[NHNLZ�V]LY�
residential properties.

The Bank also accepts Republic of the 
Philippines (RoP) guarantees (mostly for 
government accounts), cross suretyship 
from corporations and other guarantee 
corporations.  In the case of agricultural 
and agri-related loans that are vulnerable 
to the effects of climate and weather 
disturbances, borrowers are encouraged 
to avail of guarantee and insurance 
mechanisms to shield them, as well as, the 
Bank from risk events.

The Bank monitors the market value of 
collateral, requests additional collateral in 
accordance with the underlying agreement, 
and monitors the market value of collateral 
obtained during its review of the adequacy of 
the allowance for impairment losses.

It is the Bank’s policy to dispose of the 
foreclosed properties in an orderly fashion.  
The proceeds are used to reduce or repay 
the outstanding claim.  In general, the Bank 
does not occupy foreclosed properties for 
business use.  The Bank also makes use of 
netting agreements with counterparties.

Credit Stress Testing

The Bank regularly conducts stress testing 
of its large exposures covering various 
scenarios arising from risk events with high 
probability of occurrence.  Utilizing such 
scenarios, tests were done to determine the 
magnitude of impact of the large exposures 
on the Bank’s loan portfolio quality, the credit 
YPZR�^LPNO[LK�HZZL[Z��*9>(��HUK�\S[PTH[LS �̀�
the Capital Adequacy Ratio (CAR).  The 
results of the stress tests enabled the Bank 
to visualize and create courses of actions to 
mitigate the resulting risk.

%TGFKV�4KUM�9GKIJVGF�#UUGVU�
%49#�

;V[HS�*9>(�MVY�3VHUZ�HUK�9LJLP]HISLZ�
[V[HSSLK�7��������TPSSPVU���*9>(�YLWYLZLU[Z�
� ����WLYJLU[�VM�[OL�[V[HS�9PZR�>LPNO[LK�
(ZZL[Z��9>(��VM�7�� �����TPSSPVU���>P[O�[OL�
L_WHUZPVU�PU�SVHU�WVY[MVSPV��*9>(�PUJYLHZLK�
to P418,471 million from P336,053 million last 
year or by P82,417 million or 24.53 percent. 

/CTMGV 4KUM /CPCIGOGPV

4HYRL[�YPZR�PZ�[OL�YPZR�VM�ÄUHUJPHS�SVZZ�HYPZPUN�
from exposure to adverse changes in values 
VM�ÄUHUJPHS�PUZ[Y\TLU[Z�JH\ZLK�I`�JOHUNLZ�
in market prices or rates, including interest 
rates, foreign exchange rates, or stock 
WYPJLZ�[OH[�JHU�JOHUNL�[OL�]HS\L�VM�ÄUHUJPHS�
products held by the Bank.

Risk exposures differ depending on 
whether the exposures are calculated for 
ÄUHUJPHS�HJJV\U[PUN�VY�\UKLY�0U[LYUH[PVUHS�
Financial Reporting Standards (IFRS). 
The standardized approach is used in the 
calculation of capital charge for all risk 
exposures. The Basel II Pillar 3 disclosures 
are generally based on the measures of risk 
exposure used to calculate the regulatory 
capital required.

The table below provides a breakdown of 
4HYRL[�9PZR�>LPNO[LK�(ZZL[Z��49>(��MVY�
market risk portfolio exposures calculated 
using the standardized approach mandated 
by the BSP.

/CTMGV�4KUM�9GKIJVGF�#UUGVU�
/49#�

(Z�VM�+LJLTILY�����������[OL�49>(�VM�[OL�
Bank stood at P6,043.368 million, broken 
down as follows:

(In Millions)
Nature of item	 AMOUNT
Interest Rate Exposure	 P1,778.538 
Equity Exposure	 83.300 
Fx Exposure	  647.167 
Options	 3,534.363 
TOTAL	 P6,043.368 

;OL�[V[HS�49>(�YLWYLZLU[Z������WLYJLU[�VM�
[OL�HNNYLNH[L�9>(�VM�7����� ������TPSSPVU�

Market Risk Management Framework

LANDBANK is exposed to market risks in 
both its trading and non-trading banking 
activities.  The Bank assumes market risk 
in market making and position taking in GS 
and other debt instruments, equity, forex and 
other securities, as well as, in derivatives or 
ÄUHUJPHS�PUZ[Y\TLU[Z�[OH[�KLYP]L�[OLPY�]HS\LZ�
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MYVT�WYPJL��WYPJL�Å\J[\H[PVUZ�HUK�WYPJL�
expectations of an underlying instrument (e.g. 
share, bond, forex or index).   The Bank’s 
exposure on derivatives is currently limited 
to currency swaps and currency forwards 
to manage forex exposure. Although the 
Bank is also exposed to derivatives that are 
LTILKKLK�PU�ZVTL�ÄUHUJPHS�JVU[YHJ[Z��[OLZL�
HYL�JVUZPKLYLK�PUZPNUPÄJHU[�PU�]VS\TL���

The Bank uses a combination of risk 
sensitivities, Value-at-Risk (VaR), stress 
testing, capital adequacy ratio and capital 
metrics to manage market risks and establish 
limits.  The LANDBANK BOD, RiskCom and 
the Asset and Liability Committee (ALCO) 
KLÄUL�HUK�ZL[�[OL�]HYPV\Z�THYRL[�YPZR�SPTP[Z�
for each trading portfolio.  The Treasury 
and Investment Banking Sector (TIBS), 
particularly the Financial Markets Group 
(FMG) manages the Bank’s trading units, 
while the Asset and Liability Management 
Group (ALMG) manages the Bank’s liquidity 
and reserve positions. The FMG and ALMG 
conduct risk-taking activities within limits 
at all times and ensure that breaches 
are escalated to senior management for 
appropriate action. 

A management loss alert is activated 
^OLUL]LY�SVZZLZ�K\YPUN�H�ZWLJPÄLK�WLYPVK�
LX\HS�VY�L_JLLK�ZWLJPÄLK�THUHNLTLU[�
loss alert level.  LANDBANK controls and 

minimizes the losses that may be incurred in 
daily trading activities through the VaR and 
stop loss limits.

Positions are monitored on a daily basis 
to ensure that these are maintained within 
established limits. Position Limits are 
also established to control losses but are 
subordinated to the VaR and Stop Loss 
3PTP[Z��4HJH\SH`�HUK�4VKPÄLK�+\YH[PVU�HYL�
used to identify the interest rate sensitivity 
of the Bond Portfolio of the Bank. Moreover, 
Re-pricing Gap, Earnings-at-Risk (EaR) and 
Economic Value of Equity-at-Risk (EVE) are 
used to measure interest rate risk in the 
banking book.  

Managing Market Risk Components

The following discusses the key market 
risk components along with respective risk 
mitigation techniques:

1.  (QTGZ 4KUM /CPCIGOGPV
	
Currency risk is the risk that the value of 
H�ÄUHUJPHS�PUZ[Y\TLU[�^PSS�Å\J[\H[L�K\L�
to changes in forex rates. LANDBANK 
views the Philippine Peso as its functional 
currency.  Positions are monitored daily to 
ensure that these are within established 
limits. The following limits are set for foreign-
currency related transactions:

-69,0.5�*<99,5*@�;9(5:(*;065			   �0U�4PSSPVUZ�	 4VU[OS`�
				    Position	 Management	 Stop Loss
				    Limit	 Loss Alert	 Limit
Fx Trading			   $50	 $320,000	 $430,000
Foreign Securities			   $20	 $298,000	 $398,000

3(5+)(52�OHK�[OL�MVSSV^PUN�ZPNUPÄJHU[�L_WVZ\YLZ�KLUVTPUH[LK�PU�MVYLPNU�J\YYLUJPLZ�HZ�VM�+LJLTILY���������!

(In Thousands)
)(3(5*,�:/,,;	 <:+	 17@	 ,<9	 6;/,9:	 ;6;(3
ASSETS					   
Foreign Currency Notes 
	 & Coins on Hand	 $13,933 	  $274 	  $445 	  $6 	  $14,658 
Due from banks	  128,407 	  5,854 	  3,113 	  2,055 	  139,429 
HFT	  10,807 	  -   	  -   	  -   	  10,807 
AFS Investments	  565,280 	  -   	  12,393 	  -   	  577,673 
IBODI	  506,399 	  -   	  -   	  -   	  506,399 
Interbank loans receivable	  366,000 	  -   	  11,764 	  -   	  377,764 
Loans & receivables	  232,080 	  75,922 	  -   	  -   	  308,001 
Investment in subsidiaries	  923 	  -   	  306 	  -   	  1,230 
Other assets	  19,351 	  1,023 	  595 	 - 	  20,969 
TOTAL ASSETS	  $1,843,181 	  $83,072 	 $28,616 	 $2,062 	 $1,956,931 
LIABILITIES					   
Deposit liabilities	  $1,226,565 	  $693 	  $20,141 	  $6 	 $1,247,405 
Bills payable	  79,511 	  328,658 	  32,020 	  -   	  440,189 
Others	  210,429 	  3,496 	  535 	 -	  214,460 
TOTAL LIABILITIES	  $1,516,504 	 $332,847 	 $52,696 	 $6 	 $1,902,054 
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2. 'SWKV[ 2TKEG 4KUM /CPCIGOGPV

The Bank is exposed to equity price risk 
HZ�H�JVUZLX\LUJL�VM�]HS\L�Å\J[\H[PVUZ�VM�
equity securities.  Equity price risk results 
from changes in the levels of volatility of 
equity prices, which in turn affect the value 
VM�LX\P[`�ZLJ\YP[PLZ�HUK�PTWHJ[Z�VU�WYVÄ[�
and loss of the Bank.  Equities are subject to 
daily MTM and controlled through risk limits 
such as position, VaR, Management Alert 
and Stop Loss.   

3. +PVGTGUV 4CVG 4KUM KP VJG $CPMKPI $QQM  

The Bank continues to manage interest rate 
risk in trading activities through the use of 
an effective and independently validated 
VaR methodology.  For interest rate risk 
in the banking book, a key component of 
the Bank’s asset and liability policy is the 
management of interest rate sensitivity. 
Interest rate sensitivity is the relationship 
between market interest rates and net 
interest income due to the maturity or re-
pricing characteristics of interest earning 
assets and interest bearing liabilities.

For any given period, the pricing structure 
is matched when equal amounts of such 
assets or liabilities mature or re-price in that 
period.  Any mismatch of interest earning 
assets and interest bearing liabilities is known 
as a gap position. A positive gap normally 
means that an increase in interest rates 
would have a positive effect on net interest 
income, while a negative gap normally means 
that a decrease in interest rates would have a 
negative effect on net interest income.

The Bank establishes initial rates of interest 
for most of its loans based on a spread over 
P[Z�PU[LYUHS�IHZL�YH[L�[OH[�YLÅLJ[Z�[OL�)HUR»Z�
average cost of funds which is generally reset 
at the beginning of every week.  The spread 
charged for particular loans varies depending 
on a number of factors, such as the type of 
customer, credit worthiness of the borrower, 
type and maturity of the loan, type of security 
offered, if any, amount of the borrower’s 
deposits with the Bank, potential fee-based 
business from the customer, and competitive 
considerations.

0U[LYLZ[�YH[LZ�VU�ÅVH[PUN�YH[L�SVHUZ�HYL�
typically reset every 30 to 90 days. For 
deposits, regular savings account rates are 
set by reference to prevailing market rates, 

while rates on time deposits are usually 
priced below rates applicable to Philippine 
Treasury Bills with similar maturities.

The Bank manages interest rate risk based 
on approved policies and guidelines, 
established limit setting procedures and 
interest rate risk limits, application of interest 
rate risk measurement models and reporting 
standards such as re-pricing gap, EaR, and 
EVE reports. The assumptions employed 
include deposit and loan pricing volatilities 
and reasonability of asset prepayment.  It 
also includes determining functional life of 
non-maturing deposit accounts which is 
necessary for comparing the accounts with 
alternative funding sources of the same 
duration to determine their relative value.  
Other assumptions include non-maturing 
deposits price sensitivity and decay rates, 
and the key rate drivers for each interest rate 
ZOVJR�ZJLUHYPV���*HZO�ÅV^Z�MYVT�ÅVH[LYZ�HYL�
bucketed according to their next re-pricing, if 
Ä_LK�YH[L��[OLZL�ZOHSS�IL�I\JRL[LK�HJJVYKPUN�
to residual maturity. Non-maturing deposit 
HJJV\U[Z�HYL�JSHZZPÄLK�PU�[OL�º��[V����KH`Z»�
bin. The two interest rate risk perspectives 
adopted by the Bank in measuring Interest 
Rate Risk in the Banking Book are as follows:

a.	 Earnings Perspective - The Bank uses 
the EaR Model to estimate changes in 
net interest income (NII) under a variety 
of rate scenarios over a one year horizon.  
Interest related assets, liabilities and 
VMM�IHSHUJL�ZOLL[�P[LTZ�HYL�JSHZZPÄLK�I`�
maturity bucket to determine re-pricing 
gaps that are essential indicator of the 
level of interest rate risk in the banking 
book.  It is a simulation method that 
analyzes the interest rate risk in the 
banking book in terms of earnings 
(accrual basis). The re-pricing gap is 
multiplied by a change in interest rate 
or rate shocks to determine EaR or the 
potential increase or decrease in NII 
resulting from changes in interest rates.  
EaR  measures the decline in NII resulting 
from upward or downward interest rate 
TV]LTLU[Z�PU�H�¸)\ZPULZZ�HZ�\Z\HS¹�
environment, either through gradual 
movements or as a one-off large interest 
rate shock over a particular time horizon.

	 The following table sets the re-pricing gap 
position of LANDBANK as of December 
31, 2014 and the increase (decline) in 
earnings for upward and downward 
interest rate shocks in the banking book:
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�����%JCPIG�KP�+PVGTGUV�4CVGU�
(In P  Millions)
Basis Points
for P/$	 -300/-15	 -200/-10	 -100/-5	 -50/-2.5	 +50/+2.5	 +100/+5	 +200/+10	 +300/+15
EaR 	 14,194.32	 9,462.88	 4,731.44	 2,365.72	 (2,365.72)	 (4,731.44)	 (9,462.88)	 (14,194.31)

(In P Millions)  
                  FINANCIAL ITEMS	 +\L�>P[OPU	 +\L�PU�4VYL�[OHU	 +\L�PU�4VYL�[OHU	 +\L�PU�4VYL�[OHU
		  1 Month (Mo)	 1 Mo to 3 Mos	 3 Mo to 6 Mos	 6 Mos
Financial Assets				  
	 Due from BSP	 0	 0	 0	 0
	 Total Loans	 135,868.19	 114,076.59	 40,402.46	 18,003.84
	 Total Investments	 1,035.96	 1,142.19	 7,467.27	 936.59
	 Sales Contract Receivables	 27.65	 6.01	 5.45	 14.89
Total Financial Assets	 136,931.79	 115,224.78	 47,875.18	 18,955.32
Financial Liabilities				  
	 Deposits	  634,375.02	 137,539.50	 17,525.40	 13,930.21 
	 Bills Payable	 0   	  1,162.80 	  5,719.78 	  662.90 
	 Others	  45.03 	 0   	  0   	 0   
Total Financial Liability	 634,420.06	 138,702.31	 23,245.18	 14,593.12 
2II�%DODQFH�6KHHW				  
	 Derivatives	  (17,888.00)	 (447.20)	 0   	 0   
	 Commitments	 0   	 0   	 0   	  (46,467.05)
Total Off-Balance Sheet	  (17,888.00)	 (447.20)	 0   	  (46,467.05)
Re-pricing Gap	 (515,376.26)	 (23,924.72)	 24,630.00	 (42,104.85)

b.	 Economic Value Perspective - The Bank uses the EVE Model to assess the potential long-
term effects of changes in interest rates. This model provides long-term view of possible 
effects of interest rate changes over the remaining life of the Bank’s holdings.  This model 
HSZV�TLHZ\YLZ�[OL�JOHUNL�PU�[OL�)HUR»Z�LJVUVTPJ�]HS\L�VM�LX\P[`�MVY�ZWLJPÄLK�JOHUNLZ�PU�
interest rates.

	 EVE is calculated by valuing all assets and liabilities, plus or minus off-balance sheet 
transactions in the theoretical base rate environment, then revaluing the balance sheet 
based on a forecasted change in interest rates, and calculating the change.  The base 
case scenario is run using theoretical forecast.  Alternate scenarios are run against the 
base case.  The percentage changes between the base case and the alternate scenario 
measure the changes in the values of the balance sheet.  

	 The next table shows the increase (decline) in economic value for upward and downward 
rate shocks using the EVE Model to measure interest rate risk in the banking book.

�����%JCPIG�KP�+PVGTGUV�4CVGU
(In P Millions)
Basis Points	 -300	 -200	 -100	 -50	 +50	 +100	 +200	 +300
EVE 	 5,764	 3,813	 1,891	 942	 (935)	 (1,862)	 (3,696)	 (5,502)

Both viewpoints are assessed to determine the full scope of the Bank’s interest rate risk 
exposure.  Moreover, interest risk in the Bank is not managed in isolation. Interest risk 
measurement systems are integrated into the Bank’s general risk measurement system and 
the results from models used are interpreted in relation with other risk exposures.
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The interest rate risk exposures of 
LANDBANK are measured and reported 
to the ALCO and RiskCom at least on 
a monthly basis under the earnings 
perspective through the EaR Model and 
quarterly for the economic value perspective 
using the EVE Model.

/CTMGV 4KUM /GCUWTGOGPV CPF 8CNKFCVKQP 
/QFGNU

1. VaR Analysis

	 VaR is a statistical approach for 
measuring the potential variability of 
trading revenue.  It is used to measure 
market risk in the trading book under 
normal conditions by estimating the 
potential range of loss in the market value 
of the trading portfolio over a one-day 
WLYPVK�H[�[OL�  ����WLYJLU[�JVUÄKLUJL�
level assuming a static portfolio.  This 
level implies that on 99 trading days 
out of 100, the MTM of the portfolio will 
likely either 1) increase in value, or 2) 
decrease in value by less than the VaR 
estimate, and that on one trading day out 
of 100, the MTM of the portfolio will likely 
decrease in value by an amount that will 
exceed the VaR estimate.  

	 VaR is calculated by simulating changes 
in the key underlying market risk factors 
(e.g., interest rates, interest rate spreads, 
equity prices, foreign exchange rates) 
to determine the potential distribution 
of changes in the market value of  
the Bank’s  portfolios of market risk 
ZLUZP[P]L�ÄUHUJPHS�PUZ[Y\TLU[Z���+HPS`�
VaR calculations are compared against 
VaR limits, the monetary amount of risk 
deemed tolerable by management.

	 The VaR disclosure for the trading 
activities is based on Historical Simulation 
Model.  Also for Equities, Forex and 
Foreign Securities trading portfolio, the 
internally developed Historical Simulation 
VaR Calculation Model is being used.  
The Bank, however, continuously 
pursues initiatives to improve processes 
in preparation to the Bank’s migration 
towards an Internal Model Approach for 
capital charging.  The VaR disclosure 
is intended to ensure consistency of 
market risk reporting for internal risk 
management, external disclosure and 
regulatory purposes.  The over-all 
VaR limit for the trading activities of 
LANDBANK-FMG was set at P319 Million 
�^P[O�H�  ����WLYJLU[�JVUÄKLUJL�SL]LS�
and a one-day holding period) throughout 
the year 2014.

2. Back-Testing

	 Back-testing is the basic technique used 
in verifying the quality of risk measures 
used by the Bank.  It is the process of 
comparing actual trading results with 
model-generated risk measures. 

	 Back-testing is a standard measure in 
determining the accuracy and predictive 
capability of the risk models.  In back-
testing, the focus is on the comparison of  
actual daily changes in portfolio value and 
hypothetical changes in portfolio value 
that would occur if end-of-day positions 
remain unchanged during the one-day 
holding period. If MTM and trading loss 
exceeds the result of the model-generated 
risk measure, it is considered as an 
exception. The number of exceptions is 
UV[LK�HUK�[OL�TVKLS�PZ�JSHZZPÄLK�PU[V�VUL�
of the three zones as follows:

ZONE CLASSIFICATION	 NUMBER OF EXCEPTIONS
safe/green zone	 0-4 exceptions
non-conclusive/yellow zone	 5-9 exceptions
problematic/red zone	 10 or more exceptions

	 Back-testing results are presented to 
the ALCO which comprises the Senior 
Management and the RiskCom.  These 
Committees analyze actual performance 
against VaR measures to assess model 
accuracy and to enhance the risk 
estimation process in general. 

3. Stress Testing

	 Measuring market risk using statistical 
risk management models has recently 
become the main focus of risk 
management efforts in the banking 
industry where banking activities are 
exposed to changes in fair value of 
ÄUHUJPHS�PUZ[Y\TLU[Z���3(5+)(52�
believes that the statistical models 
alone do not provide reliable method of 
TVUP[VYPUN�HUK�JVU[YVSSPUN�YPZR���>OPSL�
VaR models are relatively sophisticated, 
they have several known limitations.  Most 
ZPNUPÄJHU[S �̀�Z[HUKHYK�=H9�TVKLSZ�KV�UV[�
incorporate the potential loss caused by 
very unusual market events.  Thus, the 
VaR process is complemented by Stress 
testing to measure this potential risk.
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	 Stress test is a risk management tool 
used to determine the impact on earnings 
of market movements considered 
¸L_[YLTL¹��P�L���IL`VUK�¸UVYTHS¹�
occurrence.  Stress tests are the Bank’s 
measures of risks to estimate possible 
losses which the VaR does not capture. 

	 The Bank’s Portfolio Scenario Analysis 
(PSA) is a model forecasting the loss 
return values of a selected portfolio.  It 
calculates the size of possible losses 
YLSH[LK�[V�H�WYLJPZL�ZJLUHYPV���0[�PKLU[PÄLZ�
ZJLUHYPVZ�[OH[�TH`�PUÅ\LUJL�[OL�WVY[MVSPV�
strongly and which market variables 
may trigger these scenarios to be 
able to come up with sound portfolio 
risk management strategies. The PSA 
uses various approaches for scenario 
PKLU[PÄJH[PVU�Z\JO�HZ�[OL�\ZL�VM�KH[H�
based on market sentiments, replication 
scenario based on historical events that 
occurred in the past or extreme value 
approach using hypothetical scenarios 
to take account of plausible changes 
or future developments that have no 
historical precedent. Reverse stress 
testing is also conducted to identify and 
simulate the events that can lead the 
Bank to a particular tail event.

	 Results of PSA are also simulated to 
assess its impact on the CAR compliance 
of 10.00 percent and the Common Equity 
Tier 1 (CET1) ratio of at least 6.00 percent 
set by the BSP.

.KSWKFKV[ 4KUM /CPCIGOGPV

Liquidity Risk Management Framework

The LANDBANK BOD exercises oversight 
through the RiskCom and delegates the 
responsibility of managing the overall liquidity 
of the Bank to the ALCO. The   RiskCom 
meets twice a month or more frequently 
as required by prevailing situations. It is 
responsible for effectively executing the 
liquidity strategy and overseeing the daily 
and long-term management of liquidity 
risk.  ALCO delegates day-to-day operating 
YLZWVUZPIPSP[PLZ�[V�[OL�;0):�IHZLK�VU�ZWLJPÄJ�
practices and limits established in governing 
treasury operations. The RMG is responsible 
for the oversight of the Bank’s liquidity 
risk positions and ensures that reports on 
the Bank’s current risk are prepared and 
provided to ALCO and the RiskCom in a 
timely manner.

LANDBANK’s liquidity risk management 
process is consistent with the general 
risk management framework of the Bank 
JV]LYPUN�YPZR�PKLU[PÄJH[PVU��TLHZ\YLTLU[�HUK�
analysis, monitoring and control.  The policies 
that govern liquidity risk management are 
reviewed and approved on a regular basis by 
ALCO and the RiskCom.

The Bank’s liquidity policy is to maintain fund 
availability at all times in order to meet all of its 
obligations in the normal course of business.  
In managing its liquidity, LANDBANK has 
the following sources of funding: cash from 
operations; stock of marketable assets; 
government and retail deposit sources; and 
various credit lines from banks.

The ALMG submits to the TIBS Head and 
to the LANDBANK President various daily 
Treasury Reports (which include the Bank’s 
cash or near cash investments and other 
data related to liquidity) to assist Senior 
Management in decision making.

The Bank’s liquidity position is subjected 
to stress testing and scenario analysis to 
evaluate the impact of sudden stress events. 
The scenarios are based on historic events, 
case studies of liquidity crisis and models 
using hypothetical events. 

Liquidity Risk Measurement Models

The Bank considers liquidity risk based 
on Market and Funding Liquidity Risk 
perspective. 

Trading or market liquidity risk refers to the 
inability to unwind positions created from 
market, exchanges and counterparties due 
to temporary or permanent factors. The Bank 
cannot easily eliminate or offset a particular 
position because of inadequate liquidity in 
the market. This may be associated with 
the probability that large transactions may 
OH]L�H�ZPNUPÄJHU[�LMMLJ[�VU�THYRL[�WYPJLZ�
^OPJO�SHJR�Z\MÄJPLU[�KLW[O��VY�HZZVJPH[LK�
with structured or complex investments as 
the market of potential buyers is typically 
small. It is also the risk of an unexpected and 
sudden erosion of market liquidity as a result 
of sharp price movement or jump in volatility, 
or internal to the Bank such as loss of 
THYRL[�JVUÄKLUJL��;OPZ�ZJLUHYPV�PZ�JHW[\YLK�
through stress testing or scenario analysis. 
 
Funding liquidity risk refers to current and 
prospective risk arising from the inability to 
meet investment and funding requirements 
HYPZPUN�MYVT�JHZO�ÅV^�TPZTH[JOLZ�^P[OV\[�
incurring unacceptable losses. It occurs from 
the mismatch of asset, liability, exchange 
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contract and contingent commitment 
maturities. Funding liquidity risk is being 
monitored and controlled through the 
JSHZZPÄJH[PVU�VM�TH[\YP[PLZ�VM�HZZL[Z�HUK�
liabilities over time bands and across 
M\UJ[PVUHS�J\YYLUJPLZ�HZ�YLÅLJ[LK�PU�[OL�
Liquidity Gap Report (LGR).   This report is 
prepared to provide senior management and 
the LANDBANK BOD timely appreciation of 
the Bank’s liquidity position. 

The ALCO and the TIBS are responsible for 
the daily implementation and monitoring of 
relevant variables affecting the Bank’s liquidity 
position.  ALCO reviews the Bank’s assets 
and liabilities position on a regular basis and, 
in coordination with the TIBS, recommends 
TLHZ\YLZ�[V�WYVTV[L�KP]LYZPÄJH[PVU�VM�P[Z�
liabilities according to source, instrument and 
currency to minimize liquidity risks resulting 
from concentration in funding sources.

As of December 31, 2014, P205.79 
billion or 19.35 percent of the Bank’s Total 
Assets were represented by Net Loans 
with remaining maturities of less than one 
year and P36.23 billion or 3.43 percent 
of Total Assets were invested in trading 
and investment securities with remaining 

maturities of one year or less.  The Bank’s 
trading and investment securities account 
includes securities issued by sovereign 
issuers, primarily government treasury 
IPSSZ��Ä_LK�YH[L�[YLHZ\Y`�UV[LZ��ÅVH[PUN�
rate treasury notes and foreign currency 
denominated bonds issued by the 
government.  Other resources include Due 
from BSP and Other Banks amounted to 
22.30 percent of Total Assets.  Deposits 
with banks are made on a short-term basis 
with almost all being available on demand or 
within a month.

Although the Bank pursues what it believes 
to be a prudent policy in managing liquidity 
risk, a maturity gap does, from time to 
time, exist between the Bank’s assets and 
liabilities.  In part, this comes about as a 
result of the Bank’s policy to seek higher 
yielding assets, a policy which will generally 
SLHK�[V�[OL�H]LYHNL�TH[\YP[`�VM�P[Z�ÄUHUJPHS�
assets exceeding that of its liabilities.

Liquidity Gap Report (LGR) 

The table presents the assets and liabilities 
based on the contractual maturity, settlement 
and expected recovery dates:

PARENT

		  2014			   2013	
(In P Millions)	 Due	 Due in	 TOTAL	 Due	 Due in	 TOTAL
)(3(5*,�:/,,;	 >P[OPU	 4VYL�[OHU		  >P[OPU	 4VYL�[OHU
		  ��@LHY	 ��@LHY		  ��@LHY	 ��@LHY	
Assets						    
Cash and Other Cash Items	  24,247,689 	 0   	  24,247,689 	  20,354,849 	 0	  20,354,849 
Due from BSP	  229,351,507	 0	  229,351,507 	  249,497,118 	 0	  249,497,118 
Due from Other banks	  6,284,410 	  976 	  6,285,385 	  3,138,986 	  1,501 	  3,140,487 
Interbank Loan Receivable	  17,243,603	 0 	 17,243,603	  7,036,608 	 0   	  7,036,608 
Security Purchased Under  
	 agreement to resell	  56,390,000 	 0   	  56,390,000 	  6,122,000 	 0	  6,122,000 
Loans and Receivables	  132,153,291	 269,391,777	 401,545,068	  95,697,641 	  225,304,658 	  321,002,299 
Investments	  36,225,870	 265,439,491	 301,665,362 	 19,287,347	 203,482,894 	 222,770,241 
Other Assets	  2,658,260 	 17,395,932	 20,054,192	 1,457,647 	 15,701,862 	 17,159,509 
TOTAL ASSETS	  504,554,629 	 552,228,177	 1,056,782,805 	  402,592,195 	  444,490,915 	  847,083,110 
Liabilities						    
Deposits						    
Demand	 392,352,685	 0	  392,352,685 	 348,297,024	 0	  348,297,024 
Savings	  469,423,769	 40	 469,423,810 	 324,134,174	 0	  324,134,174 
Time	  46,276,487 	 24,619	 46,301,076 	 26,183,654	 443,107	  26,626,761 
LTCND	 0	 5,000,000	  5,000,000 	 0	 5,000,180	  5,000,180 
Bills Payable	 2,182,813	 18,058,314	 20,241,128	 2,275,469	 21,294,894	 23,570,363
Unsecured Subordinated Debt	 0	 10,500,000 	 10,500,000	 0	 17,434,000	 17,434,000 
Due to BTr, BSP, & MCs/ PCIC	 1,755,387	 117,078	 1,872,465	 1,373,523	 115,561	 1,489,084 
Due to Local Banks	 8,621	 0	 8,621	 5,101	 0	 5,101
Other Liabilities & Payables	 8,329,210	 20,590,337	 28,919,547	 1,178,955	 19,394,318	 20,570,273
TOTAL LIABILITIES	 920,328,975	 54,290,389	 974,619,363	 703,444,901	 63,682,060	 767,126,961
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The Bank performs liquidity gap analysis 
using the LGR.  It is a risk measurement 
tool used in identifying the current liquidity 
position to determine the ability to meet 
future funding needs.  It breaks down 
balance sheet items according to estimated 
maturities of assets and liabilities in order to 
determine any future structural imbalances 
such as long-term assets growing faster than 
long term liabilities.  RMG through TRMD 
assists ALCO in its function by preparing 
Peso, Forex Regular, Foreign Currency 
Deposit Unit (FCDU) and Consolidated LGR 
on a monthly basis.  

Core Deposit

The Bank also determines Core Deposit 
^OPJO�PZ�JHSJ\SH[LK�IHZLK�VU�5L[�>P[OKYH^HS�
Pattern.  Core Deposit looks at deposit levels 
which incorporates the offsetting effect of 
withdrawal patterns on deposits. It serves 
as a buffer that protects the Bank’s assets, 
which are subject to interest rate risks. Core 
Deposit level is computed to determine the 
lowest deposit level that is expected to be 
retained under normal operating conditions. 
The computation involves determining the 

Deposit Mix comprising of Volatile and Non-
Volatile or Core Deposits.

0QP�OCVWTKV[�FGRQUKVU

Regular Savings (Total Savings less High 
@PLSK�:H]PUNZ�(JJV\U[Z��HUK�KLTHUK�
deposits are non-maturity deposits. An 
analysis made to proximate scenario is to 
simulate behavioral withdrawal pattern.  This 
is done by observing pattern of deposit 
decays of the total end of-day data for 
KLTHUK�KLWVZP[�HJJV\U[�IHZLK�VU�H�Ä]L�
year historical demand deposit data.  The 
highest withdrawal percentage change is 
determined for each tenor bucket.  The 
percentages are used as basis for slotting 
the non-maturity deposit amount under the 
different tenors.

The following table sets forth the asset-
liability gap position over the detailed time 
period for the Parent at carrying amounts 
in million pesos as of December 31, 
2014 based on contractual repayment 
arrangements which take into account 
the effective maturities as indicated by the 
Bank’s deposit retention history.

		

		  Due in	 Due	 Due	 Due in
�0U�7�4PSSPVUZ�	 >P[OPU	 4VYL�[OHU	 4VYL�[OHU�	 TVYL�[OHU	 4VYL�[OHU	 ;V[HS
)HSHUJL�:OLL[�0[LTZ	 ��4VU[OZ	 ��4VU[OZ�[V���	 ��4VU[OZ	 ��@LHY�[V	 ��@LHY
			   4VU[OZ	 [V���@LHY	 ��@LHYZ	
Financial Assets						    
Cash and Due from Banks	  202,560 	 0	  57,324 	 0   	  1 	  259,885 
Total Loans	 130,400 	 51,508 	 23,879 	 81,026 	 188,366 	 475,178 
Total Investments	  15,753 	 6,874 	 13,598 	 89,157 	 176,282	 301,665 
Other Assets	  2,314 	  0 	 345 	 0 	 17,396 	 20,054 
TOTAL ASSETS	 351,026 	 58,382 	 95,146 	 170,183 	 382,045 	 1,056,783 
Financial Liabilities						    
Deposits	 384,836 	 18,717 	 15,993 	 652 	 492,879 	 913,078 
Borrowings	 2,373 	 474 	 1,100 	 6,764 	 11,411 	 22,122 
Other Liabilities and Unsecured 
	 Subordinated Debt	 249 	 0   	 8,080 	 0  	  31,090 	 39,420 
Total Capital	 0	 0	 0	 0	 82,163 	 82,163 
TOTAL LIABILITIES & CAPITAL	 387,458 	 19,191 	 25,173 	 7,416 	 617,544 	 1,056,783 
Assets & Liabilities Gap Position	 (36,432)	 39,191 	 69,973 	 162,767 	 (235,499)	

LANDBANK has established guidelines for liquidity risk limit setting to enable it to properly and prudently manage and control liquidity risk 
that is consistent with the nature and complexity of its business activities, overall level of risk, and its risk appetite.  The Maximum Cumulative 
6\[ÅV^��4*6��SPTP[�^OPJO�PZ�ZL[�I`�[OL�3(5+)(52�)6+�PZ�VUL�VM�[OL�[VVSZ�\ZLK�[V�THUHNL�HUK�JVU[YVS�[OL�SPX\PKP[`�YPZR�PU�[OL�NHW�YLWVY[�VM�
the Bank.  It is a measure of the liquidity gap between maturing assets and liabilities.  MCO limits put a cap on the total amount of negative 
gaps in the near time buckets.  
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Liquidity Stress Test

The Bank examines several possible 
situations usually worst case, most likely 
case, and best case.  It does Portfolio Stress 
Test and Liquidity Stress Test.  Result of 
scenario analysis helps the Bank focus on 
the level of liquidity that could be reasonably 
I\PS[�^P[OPU�H�ZWLJPÄLK�WLYPVK�[V�TLL[�
different situations.  This also serves as guide 
for the Bank in the limit setting process for 
the various ratios mentioned, for example, 
minimum liquid assets to volatile liabilities. 

LANDBANK developed the Liquidity Stress 
Test to address the shortcoming of the LGR 
Model.  This is a risk management tool used 
to evaluate the potential impact on liquidity 
of unlikely, although plausible events or 
TV]LTLU[Z�PU�H�ZL[�VM�ÄUHUJPHS�]HYPHISLZ���
>OPSL�Z\JO�\USPRLS`�V\[JVTLZ�KV�UV[�TLZO�
easily with LGR analysis, analysis of these 
outcomes can provide further information on 
L_WLJ[LK�WVY[MVSPV�SVZZLZ�VY�JHZO�ÅV^�V]LY�H�
given time horizon.

Liquidity management is one of the 
fundamental preconditions to achieving 
all other banking activities - strategically 
mapped by ALCO, actively managed by TIBS 
through the ALMG, and overseen by RMG 
through TRMD.

The Bank performs a comprehensive liquidity 
risk measurement and control using as a tool 
the Consolidated LGR covering the entire 
LANDBANK Group.  Risk models used in 
liquidity risk management are subjected to 
independent model validation.  The Internal 
Audit Group (IAG) is tasked to do model 
validation.   An independent validation is 
HSZV�ILPUN�KVUL�I`�[OL�)HZLS�6MÄJLY�MVY�
Market who reports directly to the Head of 
the RMG. For 2014, incorporated were latest 
enhancements made on the model as a 
result of independent model validation by a 
third party auditor.

Liquidity Coverage Ratio (LCR)

The LCR is designed to ensure banks  
maintain an adequate level of unencumbered 
high quality liquid assets to meet liquidity 
needs under an acute 30-day stress 
scenario. Under the Basel Committee’s Basel 
III LCR rules, the LCR is to be calculated 
by dividing the amount of unencumbered 
cash and highly liquid, unencumbered 
government, government-backed and 
corporate securities by estimated net 
V\[ÅV^Z�V]LY�H�Z[YLZZLK����KH`�WLYPVK��
;OL�UL[�V\[ÅV^Z�HYL�JHSJ\SH[LK�I`�HWWS`PUN�
HZZ\TLK�V\[ÅV^�MHJ[VYZ�WYLZJYPILK�PU�
the rules to various categories of liabilities, 
such as deposits, unsecured and secured 
wholesale borrowings, unused commitments 
and derivatives-related exposures, partially 
VMMZL[�I`�PUÅV^Z�MYVT�HZZL[Z�TH[\YPUN�^P[OPU�
30- days.

Pending issuance of BSP Circular and 
Guidelines for the LCR, the Bank used an 
internally developed LCR model.  In the 
meantime, the Bank has started mapping 
HJJV\U[Z�[OH[�TH`�IL�JSHZZPÄLK�HZ�¸/PNO�
8\HSP[`�3PX\PK�(ZZL[Z¹�IHZLK�VU�)HZLS�000�
Requirements.  The Bank has institutionalized 
other measures to properly manage liquidity 
risk as follows:

1.	 Active Board and Senior Management 
Oversight – The LANDBANK BOD and 
Senior Management receive regular 
liquidity reports and updates to fully 
inform them of the level of liquidity risk 
assumed by the Bank and if activities 
undertaken are within the prescribed risk 
tolerance in accordance with approved 
guidelines, liquidity or funding policy 
(targets), and risk limits.

Financial Analysis is another liquidity risk measurement tool that calculates and compares 
SPX\PKP[`�HUK�SL]LYHNL�YH[PVZ�KLYP]LK�MYVT�PUMVYTH[PVU�VU�[OL�)HUR»Z�ÄUHUJPHS�Z[H[LTLU[Z�
against set liquidity or leverage limits.  The following table sets out the Bank’s liquidity ratios as 
of the dates indicated:

		  31 December
		  2014 (Audited)	 2013 (Audited)	 2012 (Audited)
Liquid Assets(1) (In P Millions)	 625,897.34	 502,534.78	 313,078.38
Financial Ratios:			 
	 Liquid Assets to Total  Assets	 59.23%	 59.33%	 48.67%
	 Liquid Assets to Total Deposit	 68.55%	 71.38%	 61.70%

Note: Liquid Assets include the following:
���*HZO�HUK�V[OLY�*HZO�0[LTZ������0U[LYIHUR�3VHUZ������.V]LYUTLU[�:LJ\YP[PLZ������;YHKHISL�UVU�.V]LYUTLU[�ZLJ\YP[PLZ�HUK�JVTTLYJPHS�WHWLr
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2.	 Liquidity Risk Management Governance - 
	 ;OL�3(5+)(52�)6+�KLÄULZ�[OL�)HUR»Z�

risk appetite and other key metrics that 
set the levels of acceptable liquidity risk 
that can be taken by the Bank. The 
3(5+)(52�)6+�HSZV�WYV]PKLZ�[OL�ÄUHS�
validation of proposed organizational and 
reporting structures for the management 
of liquidity risk.  It is also responsible for 
ensuring that liquidity risk management 
strategies are implemented and followed. 
It ensures that risk appetite is respected 
and delegates the management and 
optimization of the Bank’s liquidity risk 
position to ALCO.

	 The ALCO optimizes results within the 
risk appetite limit set by the Bank and 
takes decisions to manage liquidity risk 
and to allocate resources in order to 
manage this risk.  ALCO is responsible for 
ensuring that liquidity risk management 
strategies are applied. It reviews liquidity 
risk reports and monitors compliance with 
agreed risk appetite limits.  It monitors 
the adequacy of the risk infrastructure, 
pre-validates (as well as maintains) risk 
indicators and models.  The TIBS is 
responsible for managing the liquidity risk 
exposure that the Bank generates.  

	 The TIBS ensures that ALCO decisions 
pertaining to the management of liquidity 
risk are implemented. The FMG and 
ALMG take assets and liabilities positions 
by executing ALCO’s decision.  They 
also develop, calibrate, and maintain the 
Bank’s liquidity risk indicators.  The RMG, 
through TRMD, independently performs 
oversight function related to liquidity 
YPZR�PKLU[PÄJH[PVU��TLHZ\YLTLU[�HUK�
analysis, monitoring, and control.  The 
TRMD reports on the Bank’s market risk 
exposure to ALCO and the RiskCom.

	 The Financial Accounting Department 
(FAD) and Treasury Operations 
Department (TOD) provide the backroom 
support and are responsible in generating 
and reconciling the balance sheet.  As 
Z\JO��-(+�HUK�;6+�M\YUPZO�ÄN\YLZ�HUK�
various relevant reports to FMG, ALMG, 
and TRMD.

3.	 Liquidity Risk Approving Authorities – 
6JG�$CPM�JCU�KFGPVKƒGF�CRRTQXKPI�NGXGNU�
and authorities in the formulation of risk 
management policies and procedures, 
risk measurement methodologies, limit 
UGVVKPI�CPF�TCVKƒECVKQP�QH�NKOKV�CNNQECVKQP��
monitoring, and control procedures. 

4.	 Organized liquidity management methods 
– The Bank has established adequate 
internal guidelines as well as administrative, 
accounting and review procedures.  Each 
operating unit of the Bank is mandated to 
come up and regularly review and update 
its Operations Manual. 

5.	 Documented Liquidity Risk Management 
Policies and Procedures – The Bank has 
established and documented all risk 
management policies and procedures 
which are subject to regular review and 
are revised as needed.

��	 &KXGTUKƒGF�HWPFKPI�UQWTEGU�– The Bank 
\[PSPaLZ�KP]LYZPÄLK�M\UKPUN�ZV\YJLZ�[OH[�
include government and private deposits, 
loans from multilateral and bilateral 
PUZ[P[\[PVUZ��Z\JO�HZ�[OL�>VYSK�)HUR���
Asian Development Bank , Japan Bank 
for International Cooperation,  etc.), 
inventory of  GS under AFS,  credit lines 
with other banks, among others.

7.	 Statutory Deposit with BSP  – Under 
existing BSP regulations, non-FCDU 
deposit liabilities of the Bank are subject 
[V�\UPÄLK�YLZLY]L�LX\P]HSLU[�[V�������
percent effective May 30, 2014 (under 
BSP Circular #832). Government 
deposits are subject to an additional 
������WLYJLU[�SPX\PKP[`�ÅVVY�YLX\PYLTLU[�
for total reserves of 50.00 percent.

8.	 Acquisition of an Asset and Liability Risk 
Management System (ALRMS) for full 
automation of ALRMS processes – The 
Bank has approved the acquisition of 
the ALRMS which would be facilitated 
with the hiring of an external consultant 
to assist the Bank in the system 
development and production.  The 
system, when implemented, shall 
allow the Bank to optimize the use 
of a dynamic system to manage not 
only liquidity risks but also other risks 
associated with the investment functions 
of the Bank.

9.	 Liquidity Contingency Plan (LCP)  
	 ;V�LUZ\YL�[OH[�[OL�)HUR�OHZ�Z\MÄJPLU[�

liquidity at all times, the Bank formulated 
a liquidity contingency plan using extreme 
scenarios of adverse conditions which 
will help evaluate the Bank’s ability to 
withstand these prolonged scenarios. The 
contingency plan focuses on the Bank’s 
strategy for coordinating managerial 
action during a crisis and includes 
WYVJLK\YLZ�MVY�THRPUN�\W�JHZO�ÅV^�
shortfalls in adverse situations. 
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	 The plan details the amount of funds 
(such as unused credit facilities) the Bank 
can access and the scenarios under 
which it could use them.  This provides 
guidance for managing liquidity risks in 
the following market scenarios:

a.	 Ordinary course of business - In 
the ordinary course of its business 
activities, the Bank typically manages 
its liquidity risk by seeking to roll-
over its deposited funds through the 
offering of competitive rates of interest, 
drawing upon its interbank credit lines 
or the early termination of Government 
Securities Purchased Under Reverse 
Repurchase Agreements (GSPURRA).

b.	Seasonal or Intermediation duration  
-  The Bank manages its liquidity risk 
in the longer-term via the liquidation of 
marketable AFS category securities, 
the solicitation of government deposits 
and the use of derivative instruments 
in the swap market.

J�	 (J\[L�VY�PUZ[P[\[PVU�ZWLJPÄJ�¶�0U�HJ\[L�
VY�PUZ[P[\[PVU�ZWLJPÄJ�JPYJ\TZ[HUJLZ��
the Bank will seek to manage its 
liquidity risk by the proportional 
liquidation of AFS and HTM-GS, the 
non-renewal of maturing short-term 
loans, borrowings from the BSP and 
the PDIC using eligible securities 
as collateral, and generating cash 
infusions through large deposits and 
the government.

	 The LCP, likewise, contains guidelines 
on Business Resumption Plan 
towards a transition to normal 
SPX\PKP[`�JVUKP[PVU��;OPZ�WSHU�KLÄULZ�
expectations from various sectors 
during the transition period from crisis 
to normal condition.

1RGTCVKQPCN 4KUM /CPCIGOGPV

(�ZPNUPÄJHU[�HJOPL]LTLU[�VM�[OL�)HUR�PU������
in the area of operational risk management 
was the implementation and embedding 
of risk management at the Business Unit 
level.  Operational risk management across 
the institution is becoming a way of life, with 
the business units becoming aware of the 
ZWLJPÄJ�VWLYH[PVUHS�YPZRZ�[OL`�HYL�JVUMYVU[LK�
with, taking a proactive stance in managing 
these and escalating breaches as soon as 
they occur.  

Operational Risk Management Exposure

(Z�VM�+LJLTILY�����������[OL�)HUR»Z�9>(�
for Operational risk using the Basic Indicator 
Approach (BIA) was P45,018.677 million or 
 ����WLYJLU[�VM�[OL�)HUR»Z�LU[PYL�9>(�VM�
P469,533.431. The Bank is now adopting 
the aggregation of operational losses derived 
from various business units which is included 
in the overall capital assessment.

New Operational Risk Management Tools 
Introduced in 2014

�	 0;�9PZR�4HUHNLTLU[�:`Z[LT��0;94:��
Framework

�	 4VUP[VYPUN�VM�:`Z[LT�(JJLZZ�VM�9L[PYLK�
Employees

�	 9LWVY[�HUK�(UHS`ZPZ�VM�:LJLKLK�
LANDBANK Employees and Service 
*VTWHU`�>VYRLYZ�

�	 ,MMLJ[P]LULZZ�VM�PU[LYUHS�H\KP[�M\UJ[PVU

�	 ;OLYL�PZ�H�Z[YVUN�JVSSHIVYH[P]L�
teamwork at the Bank between the 
risk management function and the 
risk-based audit function.  The results of 
audit are major inputs in assessing the 
effectiveness of risk management at the 
Business Units’ level.

�	 9L]PL^�WYVJLZZ�MVY�UL^�HUK�L_PZ[PUN�
products and services

�	 5L^�WYVK\J[Z�VM�[OL�)HUR�HYL�
documented via an Executive Order 
(EO).  RMG provides risk assessment 
of new products, recommends risk 
measures to control or mitigate potential 
risks, and proposes controls to address 
policy gaps, if necessary. It has also 
developed a standard review sheet 
template which contains the basic 
features and elements to be assessed in 
new products and services. 

	 For existing products and services, 
LANDBANK’s risk management policies 
are reviewed to determine relevance to 
prevailing Bank conditions and are duly 
adjusted based on sound and rational 
judgment.
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'PJCPEGOGPV�QH�'ZKUVKPI�4KUM��
Management Tools 

Enhancements were made in the existing risk 
management tools to be at par with the best 
global practices.

1.	 +PHQTOCVKQP 5GEWTKV[ 6GEJPQNQI[ 4KUM 
/CPCIGOGPV 
+564/�

�	 9PZR�(ZZLZZTLU[�9LNPZ[LY��9(9��¶�
Enhancements include the automated 
asset ID, drop down macro threat, 
additional threat, and vulnerabilities in 
the drop down menu.

�	 9PZR�;YLH[TLU[�9LNPZ[LY��9;9��¶�;OL�
system is programmed to automatically 
generate the Top Five Information and 
IT assets.

�	 *SHZZPÄJH[PVU�VM�0UMVYTH[PVU�(ZZL[Z�¶�
This is a qualitative inventory tool to 
establish ownership of info assets and 
serve as uniform reference in handling 
JVUÄKLU[PHSP[`�VM�PUMVYTH[PVU�HUK�[OL�
assessment of controls.

2.	 $WUKPGUU %QPVKPWKV[ /CPCIGOGPV 
$%/�

The BCM Framework of the Bank is 
regularly reviewed to assess alignment with 
regulatory requirements and to incorporate 
enhancements made for the year.  To further 
intensify the BCM program of the Bank, 
[OL�M\UJ[PVUZ�VM�[OL�/LHK�6MÄJL�)\ZPULZZ�
Continuity Committee (HOBCC) was 
strengthened. The Committee, composed 
VM�[OL�)HUR»Z�RL`�VMÄJLYZ��YL]PL^Z�HUK�
evaluates the most critical business functions 
and processes at the LANDBANK Plaza and 
their possible impact on the organization in 
case of disaster.

The Bank’s Business Continuity Plan (BCP) 
^HZ�\WKH[LK�[V�YLÅLJ[�JOHUNLZ�PU�I\ZPULZZ�
goals, functions, systems and strategies that 
could bear impact on operations, as well as, 
the existing mechanisms to address these 
problems.  Enhancement of the Bank’s BCP 
was made to ensure readiness and lessen 
the Recovery Time Objective (RTO) and 
continue the delivery of Bank’s product and 
services during disaster.

The Bank enhanced or updated the 
BCP components such as the IT 
Disaster Recovery Plan (ITDRP), Crises 
Communication Plan (CCP), and the Liquidity 
Contingency Plan (LCP). 

�	 )\ZPULZZ�*VU[PU\P[`�8\LZ[PVUUHPYL�
(BCQ) – The questionnaire aims to 
intensify awareness level of Field Unit 
(FU) personnel on the Bank’s Business 
Continuity Program to gauge extent 
of emergency preparedness and 
proper response of FU personnel in 
case of risk event.   Included in the 
BCQ template were the automatic 
monitoring sheet and summary of 
¸UVU�JVTWSPHU[�P[LTZ¹�[V�LUZ\YL�
compliance of Business Units (BUs). 

�	 )\ZPULZZ�0TWHJ[�(UHS`ZPZ��)0(��¶�;OL�
BIA is used to analyze or assess the 
potential (tangible and intangible) 
impact of business disruption to BUs,  
identify critical business functions and 
processes,  determine the minimum 
required resources (manpower and 
logistics) and vital records to carry out 
the critical functions,  ascertain the 
appropriate recovery strategy based 
VU�PKLU[PÄLK�4H_PT\T�;VSLYHISL�7LYPVK�
of Disruption (MTPoD) and RTO, and  
ensure prompt restoration of critical 
functions in the most cost effective 
manner. Enhancements include the 
assessment of third party service 
providers, regulatory requirements, and 
Recovery Point Objective.

�	 .LV�/HaHYK�4HWZ�HUK�9HPUMHSS�HUK�
Tropical Cyclone Forecast – These 
are disseminated to BUs as a guide in 
the review of their respective BCPs. In 
addition, the Bank closely coordinates 
with concerned government agencies 
such as Philippine Atmospheric 
Geophysical & Astronomical Services 
Administration (PAGASA), National 
Disaster Risk Reduction and 
Management Council (NDRRMC), 
Bureau of Fire Protection (BFP) and 
Philippine Institute of Volcanology & 
Seismology (PHIVOLCS).

3.	 $WUKPGUU 2TQEGUU /CPCIGOGPV

�	 9PZR�HUK�*VU[YVS�:LSM�(ZZLZZTLU[�
(RCSA) – Inclusion of the bases of 
X\HU[PÄJH[PVUZ�HUK�HZZ\TW[PVUZ�HYL�
part of the 2014 enhancements to 
arrive at realistic self-assessment 
and monitoring of action plans every 
semester. 

�	 -YH\K�9LWVY[PUN�HUK�4VUP[VYPUN�
Framework – Managing fraud risk 
has been the priority of the Bank. The 
Bank’s appetite on fraud management 
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PZ�PKLHSS`�[V^HYK�¸aLYV�MYH\K¹��;OL�)HUR�
is adopting the reporting & monitoring 
framework  such as Fraudwatch 
:`Z[LT��>OPZ[SL�)SV^LY�7VSPJ �̀�*VKL�VM�
Conduct, continuous training on fraud 
detection to prevent, detect and deter 
fraudulent acts and honest error.

�	 3VZZ�+H[HIHZL�¶�*YLH[PVU�VM�
additional database such as customer 
complaints with potential losses and 
potential regulatory penalties

	 Risk Event Monitoring (REM) Report – 
The Bank developed a sound internal 
loss database and enhanced it to 
conform to the future requirements 
of the advanced approach such as 
mapping the event to the Basel seven 
events ( 1)Employment Practices & 
>VYRWSHJL�:HML[`"����*SPLU[Z��7YVK\J[Z�
and Business Practices;  3) Damage to 
Physical Assets; 4) Business Disruption 
and System Failures;  5) Execution, 
Delivery and Process Management;  
6) Internal Fraud; and  7) External 
Fraud), severity of an event, frequency 
of an event, recoveries, primary or 
secondary responsible employee.  
Also, the REM Report is used to 
identify and monitor risk events related 
to key fraud perpetrated by employees 
and outsiders.

�	 9LWVY[�VU�*YPTLZ�HUK�3VZZLZ�¶�;OL�
objective of this report is to institute 
full disclosure and proper and effective 
reporting to the BSP of crimes 
involving loss or destruction of Bank’s 
property committed by outsiders or 
LANDBANK personnel.

4.	 2GQRNG 4KUM /CPCIGOGPV

�	 9LWVY[�VU�*HZO�:OVY[HNLZ�VY�
Overages - Enhancement of the 
policy on cash shortages or overages 
includes the disposition and resolution 
of cash shortages or overages, 
submission of reports from quarterly 
to monthly basis, inclusion of ATM 
shortages or overages and direct 
submission to BRMD.

 
+%##2 *KIJNKIJVU

LANDBANK started 2014 with a solid 
commitment to orchestrate and embrace 
change in capital management, risk 
management and corporate governance. It 
continued setting its gears into motion by 
W\[[PUN�[VNL[OLY�¸^PUUPUN�[LHTZ¹�OLHKLK�

by proactive Risk Champions leading the 
objective and impartial risk assessment.  
To ensure full compliance with the BSP 
recommendations on the Bank’s 2013 
ICAAP Document and ensure its effective 
implementation, the Bank undertook actions 
aimed at developing a comprehensive and 
¸SP]L¹�0*((7�+VJ\TLU[�

The changes in the ICAAP Model were 
undertaken to enhance preparation of the 
2014 ICAAP Document and to sensitize 
the assessment of the Bank’s 2014 risk 
WYVÄSL���;OPZ�M\Y[OLY�YLPUMVYJLK�[OL�Z[YVUN�
links among the support units and by the 
risk management and capital management 
functions.  The amendment included a 
separate estimation of capital charge for the 
Bank’s Pillar 1 and Pillar 2 risks including 
impact of exposure by subsidiaries and trust 
operations.  An integrated stress testing was 
performed to assess the vulnerability of the 
IHSHUJL�ZOLL[�HUK�YLZPSPLUJL�VM�ÄUHUJPHS�WSHUZ�
vis-a-vis worst but plausible stress events.  
This was done through the collaboration of 
BUs, support units, capital management and 
risk management.

Similar to the 2013 ICAAP Document, the 
KVJ\TLU[H[PVU�VM�YPZR�WYVÄSL�HSVUN�^P[O�
[OL�KLÄULK�TP[PNH[PUN�JVU[YVSZ�HMMVYKLK�[OL�
Authorized Risk Takers (ARTs) with readily 
available standards that guided them on their 
day-to-day business generating activities 
while ensuring that these fell within the 
JVUÄULZ�VM�[OL�)HUR»Z�YPZR�HWWL[P[L�HUK�
capital threshold.

The preparation of the 2014 ICAAP 
Document was spearheaded by the 
ICAAP Steering Committee, Management 
Committee (ManCom) and RiskCom.  
This was driven by the ICAAP Technical 
Committee comprised of 16 risk teams 
with members coming from the middle 
THUHNLTLU[�HUK�YHUR�HUK�ÄSL�LTWSV`LLZ�

In conclusion, the results of the 2014 
ICAAP are responsive beyond the 
minimum regulatory requirements.  The 
risk assessment processes and capital 
management reveal that the Bank has 
TVYL�[OHU�Z\MÄJPLU[�JHWP[HS�[V�ÄUHUJL�[OL�
performance of its banking functions, and 
address the risks under the most probable 
and stressed scenarios. 

LANDBANK is committed in maintaining a 
strong and adequate level of capital in order 
[V�Z\Z[HPU�P[Z�ÄUHUJPHS�WVZP[PVU��HZZL[�X\HSP[`�
HUK�WYVÄ[HIPSP[`�[OH[�P[�OHZ�aLHSV\ZS`�W\YZ\LK�
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Establishing Effective 
Compliance Management 
through Monitoring 
and Reporting Systems 
Enhancements and other 
Initiatives

In 2014, LANDBANK continued to pursue 
several initiatives that focused on enhancing 
the compliance monitoring and reporting 
systems in order to improve responses to 
regulatory requirements and strengthen the 
overall compliance management program of 
the Bank.          

#/.�5[UVGO�'PJCPEGOGPVU

In compliance with the Anti-Money 
Laundering Act of 2001 (R.A. 9160, as 
revised by R.A. 9194) and the BSP Circular 
706, series of 2011, LANDBANK continues 
to operate the Anti-Money Laundering 
System (AMLS).  The AMLS is a web-
based system equipped with analytics 
capabilities for detecting and providing alerts 
VU�[YHUZHJ[PVUZ�VY�HJJV\U[Z�X\HSPÄLK�HZ�
covered transactions (CTRs) and suspicious 
transactions (STRs).    

During the year, the existing alert scenarios 
VM�[OL�(43:�^LYL�ÄUL�[\ULK�IHZLK�VU�
appropriate and relevant parameters to make 
it more responsive in generating quality alerts 
VY�YLK�ÅHNZ�\ZLK�MVY�TVUP[VYPUN�[YHUZHJ[PVUZ���
These new alert scenarios were approved by 
AMLC and implemented in September 2014.  

To standardize the report format for CTRs 
and STRs, the Compliance Management 
6MÄJL��*46���PU�JSVZL�JVVYKPUH[PVU�^P[O�
the IT Support Teams, provided the revised 
format of the Standard Data Template 
for all systems interfaced with the AMLS, 
and participated in the User’s Acceptance 
Testing.  This new format is in line with the 
implementation of the AMLC Report Format 
1.0 (single report format) for Covered and 
Suspicious Transaction Reports in January 
2015.     

0GY�CPF�'PJCPEGF�#/.�2QNKEKGU�CPF�
Guidelines and Updated Money Laundering 
and Terrorist Prevention Program (MLLP) 
Manual

Developed in 2011 to strengthen detection 
and monitoring processes against money 
SH\UKLYPUN�ZWLJPÄJHSS`�M\UKZ�KP]LY[LK�[V�
terrorism and similar activities, the Money 
Laundering and Terrorist Prevention 
Program (MLLP) was revisited during the 

year.  This resulted in the formulation of new 
and enhanced policies and AML-related 
guidelines which include, among others, 
the Handling of Frozen Accounts and its 
Related Accounts; Creation of AML Team to 
9L]PL^�9LSH[LK�(JJV\U[Z"�2UV^�@V\Y�*SPLU[�
Requirements for Authorized Signatories 
of Juridical Entities; Revised Guidelines on 
Anti-Money Laundering System (AMLS) and 
Anti-Money Laundering Data Entry System 
(AMLDES); and Customer Acceptance, Risk 
*SHZZPÄJH[PVU��9PZR�(ZZLZZTLU[��0KLU[PÄJH[PVU�
and Application of Due Diligence.

The LANDBANK BOD approved in March 
and May 2015 the revised guidelines as 
incorporated in the MLLP Manual. 

4GIWNCVQT[�4KUMU�+FGPVKƒECVKQP�CPF�
Assessment Activities 

During the year, various issuances of 
regulatory bodies totaling 246 were assessed 
HUK�PKLU[PÄLK�I`�[OL�*46�HZ�HWWSPJHISL�
to the Bank’s operations.  The applicable 
regulations were then disseminated to the 
concerned Bank units for information and 
compliance.  For effective monitoring of 
the actions taken, the CMO requires the 
Bank units to accomplish its Business Unit 
Compliance Action Plan report and submit to 
the CMO for periodic compliance testing and 
validation. 

The CMO also conducted independent 
JVTWSPHUJL�[LZ[PUN�VU�ZWLJPÄJ�HYLHZ�VY�
activities with high regulatory risks such as 
the AMLA compliance.  Other regulatory 
reports for submission to the Bangko Sentral 
ng Pilipinas, Anti-Money Laundering Council, 
Philippine Deposit Insurance Commission 
and Securities and Exchange Commission, 
among others, were reviewed and assessed 
to ensure the Bank’s strict adherence and 
compliance to regulatory requirements.

To comply with the Foreign Tax Compliance 
Act (FATCA), the CMO facilitated the 
registration of the Bank in the Internal 
Revenue Service of USA as Participating 
Foreign Financial Institution. Relatedly, the 
CMO prepared the FATCA guidelines and 
performed oversight functions.

Aside from monitoring of compliance reports, 
the CMO undertook the regular reporting 
VM�[OL�)HUR»Z�ZPNUPÄJHU[�JVTWSPHUJL�PZZ\LZ��
relevant regulations, and general compliance 
status to senior management, AML 
Committee, and the Audit and Compliance 
Committee.
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A BSP special examination held during the 
year was managed by CMO in coordination 
with the Bank’s concerned units which 
provided their responses and updates to the 
BSP Report of Examination and other ad hoc 
requirements.

#/.�6TCKPKPI�CPF�%QORNKCPEG�4GNCVGF�
Activities

To ensure the effective management and 
continuing education of the Bank’s employees 
on the various risks arising from compliance 
regulations across the organization, the 
CMO embarked on a compliance awareness 
campaign on AML and other compliance 
matters during the year.

A series of lectures on compliance 
awareness and AML issues was conducted 
for the employees through the LANDBANK 
in Perspective Program for new hires and for 
the Legal Services Group.  The compliance 
module was also provided to participants 
of the Bank’s training programs such as the 
4HUHNLTLU[�;YHPUPUN�7YVNYHT��6MÄJLYZ�
Development Program and the Branch 
6MÄJLYZ�+L]LSVWTLU[�7YVNYHT�

To update employees in the branches, 
the CMO conducted the Trainor’s Training 
on compliance and AML to train selected 
IYHUJO�VMÄJLYZ�^OV�^PSS�OHUKSL�[OL�YLMYLZOLY�
course in their respective areas.
   
Strengthening the tone at the top, the 
LANDBANK Board of Directors and senior 
management undertook the AML Refresher 
Course conducted by the Executive Director 
of the Anti-Money Laundering Council.

During the year, the CMO enjoined all 
WLYZVUULS�PU�[OL�/LHK�6MÄJL�HUK�5*9�
branches to undertake the AML examination 
using the LANDBANK e-Learning Access 
Portal (LEAP).  The AML awareness 
campaign attained a 97.2 percent 
participation rate.  For quick information 
and easy reference of employees, the CMO 
PZZ\LK�[OL�¸*VTWSPHUJL�5\NNL[Z¹�[OYV\NO�
the Louts Notes and the Bank’s Newsgram 
which featured tidbits of various compliance 
regulations and issuances. The Compliance 
Function Database was also updated with 
various regulations issued for the whole year.   
      
To strengthen the compliance culture at the 
business unit level, the CMO continuously 
engaged Compliance Coordinators to assist 
in the compliance function through the 
conduct of periodic meetings and provision 
of advisory services on compliance matters.     

Reinforcing the Foundations 
in Human Resource 
Management	

5GTXKEG 'ZEGNNGPEG CPF 6TCPURCTGPE[ 

Ů	 #PVK�4GF�6CRG�$TGCMVJTQWIJ�#IGPE[�
Award

In 2014, as a result of the deep commitment 
to improve the quality of service and 
transparency to its customers, LANDBANK 
was awarded by the Civil Service 
Commission (CSC) with the Anti-Red Tape 
Breakthrough Agency Award for obtaining 
99 percent rating in the Anti-Red Tape Act 
Report Card Survey (ARTA-RCS) which 
measures an agency’s performance and 
client satisfaction in relation to frontline 
service. The survey was conducted in 100 
LANDBANK branches nationwide from June 
to November 2013 wherein 38 branches 
^OLYL�YH[LK�HZ�¸L_JLSSLU[¹�

In addition, 22 LANDBANK Branches were 
awarded with the Center Seal of Excellence 
(CSC-SEA) by CSC as LANDBANK has the 
most number of awardees in the CSC-SEA 
among government agencies.

To further strengthen partnership with 
the CSC on implementing the ARTA, the 
LANDBANK management has approved the 
proposal with CSC for the conduct of a self-
funded ARTA-RCS.

Ů	 �VJ Collective Negotiation Agreement 

The LANDBANK Management and the 
Land Bank of the Philippines Employees’ 
Association (LBPEA) have successfully 
concluded the 5th Collective Negotiation 
Agreement (CNA) on October 24, 2014 and 
the Memorandum of Agreement (MOA) was 
signed last December 12, 2014.

Effective for three  years, from 2015 to 2017, 
the 5th CNA amendments are as follows:
Ů� 5GEVKQP � QH #TVKENG +++� QP VJG 

CEETGFKVCVKQP QH CVVGPFCPEG VQ 
GORNQ[GG QTICPK\CVKQP NGCFGTUJKR 
UGOKPCTU CU TGNGXCPV VTCKPKPI QH .$2'# 
QHƒEGTU CPF OGODGTU� CPF

Ů� 5GEVKQP �� QH #TVKENG +++� QP VJG TKIJV 
QH VJG .$2'# VQ IKXG UWIIGUVKQPU CPF 
TGEQOOGPFCVKQPU KP VJG KUUWCPEG QH 
IWKFGNKPGU QT RQNKEKGU FKTGEVN[ CHHGEVKPI 
VJGKT TKIJVU CPF YGNHCTG�
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Ů	 *GCNVJECTG�5GTXKEGU

	 The Bank made the healthcare 
services accessible to employees 
through a worksite medical clinic where 
assessment, monitoring, counseling, 
HUK�ÄYZ[�HPK�PU[LY]LU[PVUZ�HYL�JVUK\J[LK�
by trained healthcare workers. Also, an 
ambulance is available 24/7 to transport 
emergency cases to the nearby hospital. 
A Health Maintenance Organization 
(HMO) helpdesk was set up to assist 
employees to obtain referrals for the 
necessary medical consultations and 
laboratory tests without the need to leave 
[OL�VMÄJL��

  
	 The Bank continuously operates its on-site 

N`T�HUK�Ä[ULZZ�JLU[LYZ�^OLYL�P[�VMMLYZ�H�
wide array of health related activities and 
nutritional counseling before and after 
VMÄJL�OV\YZ�H[�UV�JVZ[�[V�[OL�LTWSV`LLZ��

Ů	 .#0&$#0-�&C[�%CTG�%GPVGT�
.$&%%��
Program 

	 The Bank continues to operate the 
LBDCC which was established in 2004.  
Accredited by the Department of Social 
>LSMHYL�HUK�+L]LSVWTLU[��[OL�3)+**��
[OYV\NO�IVHYK�JLY[PÄLK�[LHJOLYZ��
implements holistic programs that aim to 
hone artistic and creative inclinations of 
the children through mental stimulation 
and socialization. Thus, parent-employees 
are able to concentrate on their work 
knowing that that their children are safe 
and are learning and enjoying various 
activities at the Day Care Center.  In 2014, 
a total of 133 employees and 135 children 
ILULÄ[[LK�MYVT�[OL�ZHPK�ZLY]PJLZ�

Ů	 .CEVCVKQP�5VCVKQP

	 LANDBANK also continues to operate 
a lactation station for the employees of 
the Bank for breast milk extraction and 
storage. The establishment of a lactation 
station is in support of the national 
campaign to promote breast milk as a 
source of nutrition for infant and young 
children. In 2014, two additional cubicles 
were installed, making the total available 
cubicles to four. A total of 24 lactating 
mothers accessed the facility in 2014. 

Ů	 'ORNQ[GG�9GNNPGUU�2TQITCOU

	 >LSSULZZ�WYVNYHTZ�HYL�YLN\SHYS`�
conducted to promote employee 
wellness and camaraderie. Under 
03P]L>LSSULZZ�WYVNYHT��LTWSV`LLZ�^LYL�

*GCNVJ CPF 9QTM�.KHG $CNCPEG

LANDBANK considers the health and well-
being of its employees as essential to a 
productive workforce.   In 2014, the following 
activities and programs were conducted:

Ů	 /CPFCVQT[�#PPWCN�/GFKECN�'ZCOKPCVKQP�
for all Employees 

	 In 2014, a policy requiring all employees 
to undergo an annual medical 
examination was implemented. This 
is considered as a risk management 
strategy for early recognition of health 
risk factors and prevention of diseases 
that will prevent complications. A total 
of 4,656 employees were given free 
vaccination on a voluntary basis for 
WYV[LJ[PVU�HNHPU�[OL�Å\�]PY\Z����
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provided information in order to empower 
and engage them through the monthly 
>LSSULZZ�-VY\T�HUK�X\HY[LYS`�>LSSULZZ�
Break with health experts serving as 
resource speakers. Health Notes, brief 
reading materials on various health 
topics, were disseminated bank-wide 
through LANDBANK’s internal email 
system or through LANDBANK’s internal 
publication, Newsgram.

	 Likewise, learning sessions were 
provided on a wide range of topics to 
HPK�LTWSV`LLZ�PU�ÄUKPUN�KP]LYZPVUZ�MYVT�
psychological stress, entrepreneurial 
pursuits and address family concerns. 

Ů	 'ORNQ[GG�8QNWPVGGTKUO

	 An integral part to encourage employee 
volunteerism is the    regular conduct 
of bloodletting sessions in partnership 
with the Philippine Red Cross. The Bank 
conducted bloodletting activities in May 
and November 2014 with a total of 349 
donors (13 percent increase from 2013) 
who participated with approximately 
157,050 cc of blood donations collected. 
In support of other volunteerism 
programs, LANDBANK employees also 
donated their time and its corresponding 
money value. In 2014, Bank employees 
donated a total of 17,017 hours, 28 
percent higher than in 2013, with a value 
of about P3.57 million to fund other 
volunteerism projects.

Ů	 .GCTPKPI�CPF�&GXGNQROGPV

	 In 2014, LANDBANK implemented 858 
management and leadership, operational, 
and foundational (organizational and 
behavioral) courses as part of its Learning 
and Development Program.  These 
training programs were attended by 
7,271 employees or almost 100 percent 
of the LANDBANK population, with 
27,251 incidences of participation.  In 
addition, 31 participants attended 20 
foreign trainings.

	 LANDBANK continued implementing 
major programs pursuant to the 
approved Management and Leadership 
Development framework in support 
of succession planning. Batch 3 of 
the Management Training Program 
(MTP) was completed last March 2014 
with 40 graduates. Batch 4 started in 
October 2014 with 32 participants.  For 
[OL�6MÄJLYZ�+L]LSVWTLU[�7YVNYHT�
(ODP), Batch 3 started in March 2014.   
Meanwhile, the 55 participants of the 

5th and 6th Batches of the Leadership 
Development Program (LDP) graduated 
last June 2014.  Batch 7 of the LDP 
started in October 2014 with 30 
participants.

	 In June 2014, the Management approved 
[OL�KLZPNU�VM�[OL�)YHUJO�6MÄJLYZ�
Development Program (BODP) as a 
new program under the MLDP.  The 
ÄYZ[�IH[JO�Z[HY[LK�PU�1HU\HY`�������;OL�
program aims to develop internal and 
external participants into becoming 
IYHUJO�VMÄJLYZ�^OV�WVZZLZZ�L_[LUZP]L�
and strong business knowledge across a 
range of banking functions specializing on 
branch operations.

	 For employees intending to pursue post 
graduate studies, enhancements on 
the Graduate Education Program (GEP) 
were approved in October 2014 such 
as increase in allowance for textbooks, 
reading materials and other learning 
resources, Pay Grade requirement was 
reinstated, while service obligation was 
lifted.  As of end-December 2014, there 
were 125 scholars granted scholarships 
by the Bank under this Program. 

	 The coverage of the in-house GEP 
program with the College of the Holy 
Spirit was expanded to Central Luzon 
with 15 enrollees in Pampanga, while 69 
enrollees attended the three simultaneous 
JSHZZLZ�PU�[OL�/LHK�6MÄJL�

	
	 ;OL�)HUR�HSZV�ZWVUZVYLK�MV\Y�VMÄJLYZ�[V�

the Executive Masters in Development 
Management, being conducted by the 
Asian Institute of Management for the 
Department of Finance and its attached 
agencies. This is a special program with 
MVJ\Z�VU�W\ISPJ�ÄUHUJL�HUK�LJVUVTPJ�
development. 

	 The Bank also conducted other 
training programs on branch and credit 
operations, coaching and mentoring and 
corporate values.

	 The retooling workshops on branch 
operations for all branch personnel were 
completed in June 2014.  Aimed at 
ensuring quality performance, increased 
productivity and improved branch 
banking services to clients, participants 
were updated on branch banking 
operations and internal control measures.

	 In addition, the Bank re-launched the 
Core Credit Program in September 
2014 to strengthen credit management, 
marketing and communication skills, 
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and enhance professional presence of 
P[Z�Q\UPVY�(JJV\U[Z�6MÄJLYZ�HUK�ZLUPVY�
Accounts Assistants.  Batch 1 produced 
���NYHK\H[LZ��HUK�HZ�H�ÄUHS�YLX\PYLTLU[�
of the Program, each participant 
packaged an individual Credit Facilities 
Proposal, which was defended before the 
Credit Committee.

	 To strengthen skills on people 
management, 156 Department/Unit 
Heads attended the seven batches of 
the Coaching and Mentoring program.  
Likewise, 196 Department/Unit Heads 
attended the nine batches of the Applied 
Human Resource for Line Managers.

	 As part of the 2014 updating on AMLA 
and Compliance training requirements, 
������LTWSV`LLZ�MYVT�[OL�/LHK�6MÄJL�
and NCR units participated in the pilot 
implementation of the LANDBANK 
e-Learning Access Portal (LEAP).  The 
LEAP is a web-based software which 
allows users to access online courses 
through the Bank’s intranet facility.

	 As for the implementation of the values 
programs, the Bank  conducted six 
batches of Personal and Organizational/
>VYR�([[P[\KL�,MMLJ[P]LULZZ�[OYV\NO�[OL�
Rainbow Adventure Program with 118 
WHY[PJPWHU[Z��[^V�IH[JOLZ�VM�>VYRWSHJL�
Ethics and Values Enhancement program 
�>,(=,��^P[O����WHY[PJPWHU[Z��HUK�
two batches of Public Service Ethics 
and Accountability Program with 63 
participants.

	 In March 2014, the 2nd Organization 
Climate Survey was completed with 
71 percent response rate representing 
5,122 employees.  Out of the 13 
factors rated, four  obtained a very high 
satisfaction rating, to cite:  Organization 
7YPKL�HUK�*VTTP[TLU[��5H[\YL�VM�>VYR��
Organization Culture, and Teamwork and 
Relationships.

	
	 In November 2014, the Bank inaugurated 

the LANDBANK Residences (located at 
the Marina Residential Suites beside the 
3(5+)(52�7SHaH��MVY�ÄLSK�VMÄJLYZ�HUK�
Z[HMM�VU�[YHPUPUN�VY�VU�VMÄJPHS�I\ZPULZZ�
in Manila. The LANDBANK Residences 
offers utmost convenience at an 
affordable rate.

 
	 As part of its thrust to establish a high 

performance culture, the Bank, in 2014, 
approved and initiated the development 
of the Competency Framework.  

	

FINANCIAL 
HIGHLIGHTS

Result of Operation

2014 is a very challenging year for the 
banking sector as trading gains, which 
pushed net incomes into record levels the 
previous year, weakened due to continuous 
decline in interest rates. Despite that, 
LANDBANK managed to sustain its income 
trajectory by recording P12.64 billion 
consolidated net income in 2014, which is 
P854 million or seven percent higher than the 
P11.79 billion net income in 2013. The Bank 
YLTHPUZ�[OL�MV\Y[O�TVZ[�WYVÄ[HISL�IHUR�PU�
the industry and has the highest net income 
NYV^[O�YH[L�HTVUN�[OL�Ä]L�IPNNLZ[�IHURZ��

Net interest income increased to P24.8 billion 
VY�I`�7����IPSSPVU�K\L�[V�ZPNUPÄJHU[S`�OPNOLY�
PU[LYLZ[�PUJVTL�JVTIPULK�^P[O�YLSH[P]LS`�ÅH[�
interest expense. Interest income is higher by 
P3.6 billion due to more aggressive lending 
activities. Interest expense on the other hand, 
increased by only P131 million despite the 
considerable increase in deposit levels as the 
interest rates remain low. 

LANDBANK’s other operating income 
declined by P6.9 billion to P7.8 billion due to 
weak trading gains, similar to other banks. 
This decline was partially negated by lower 
operating expenses of P18.7 billion from 
7� ���IPSSPVU�PU������THPUS`�K\L�[V�ÅH[�
manpower costs.

Financial Condition

In 2014, LANDBANK joined the “Trillion Peso 
*S\I¹�¶�H�KPZ[PUN\PZOLK�NYV\W�VM�IHURZ�^P[O�
at least one trillion Peso in total assets. This 
group is exclusive to the four largest banks 
in the country by a large margin. LANDBANK 
is the Philippines’ fourth largest bank in three 
major balance sheet accounts – assets, 
loans and deposit liabilities.

The Bank’s total assets reached P1.06 
trillion, P209.3 billion or 25 percent higher 
than the P849.3 billion assets in 2013. 
Regular loans increased by P82.9 billion or 
27 percent to P385.9 billion from P303.4 
billion in 2013. Investments also increased by   
P78.9 billion or 35 percent to P302 billion 
from P223.1 billion in 2013 as securities 

84 

O P E R AT I O N A L  H I G H L I G H T S



VM�]HYPV\Z�JSHZZPÄJH[PVUZ�HSS�ZPNUPÄJHU[S`�
increased. The Bank’s loan and investment 
exposures were fully covered by deposits 
that reached P912.6 billion, which was P209 
billion or 30 percent higher than the previous 
year’s deposits amounting to P703.7 billion. 
Government deposits amounted to P625.6 
billion, accounting for 69 percent of total 
deposits.  

Capital and Capital Ratios

The Bank has P25.0 billion authorized 
capital composed of P20.0 billion common 
stocks and P5.0 billion preferred stocks. The 
common stocks are fully subscribed by the 
National Government including the P12.0 
billion paid-up capital. 

On January 15, 2013, the Bangko Sentral 
ng Pilipinas (BSP) issued Circular No. 
781 containing the Basel III implementing 
guidelines on minimum capital requirement. 

Among the major reforms of Basel III is 
the increase in quality, consistency and 
transparency of capital base to ensure a 
more resilient banking sector. Common 
equity component should be improved, Tier 
��JHWP[HS�PZ�ZPTWSPÄLK�^P[O�[OL�YLTV]HS�VM�
\WWLY�HUK�SV^LY�;PLY���JHWP[HS�JSHZZPÄJH[PVU�
and Tier 3 capital is eliminated. 

Under Basel III, qualifying capital is 
composed of Tier 1 (going concern) and 
Tier 2 (gone-concern) capitals. Tier 1 capital 
consists of Common Equity Tier 1 (CET1) 
and Additional Tier 1 (AT1) capitals. A CET1 
Ratio will be monitored in addition to the Tier 
1 Ratio and Capital Adequacy Ratio (CAR) 
required under Basel II.

BSP Circular No. 781 took effect beginning 
1HU\HY`����������;OL�ÄN\YLZ�\UKLY�
December 2014 followed the circular 
JVUZPZ[LU[�^P[O�)HZLS�000��^OPSL�ÄN\YLZ�\UKLY�
December 2013 are under Basel II.  

			   GROUP		  PARENT	
			   Dec. 2014	 Dec. 2013	 Dec. 2014	 Dec. 2013
Tier 1 (going concern) Capital 
		  Common Equity Tier (CET) 1 Capital	 75,216.66 	  56,095.12 	  75,216.66 	  56,095.12 
	 -	 Paid-up Common Stock	  11,971.00 	  11,971.00 	  11,971.00 	  11,971.00 
	 -	 Retained Earnings	  37,670.14 	  32,300.47 	  37,670.14 	  32,300.47 
	 �	 <UKP]PKLK�7YVÄ[Z	  12,070.19 	  11,823.65 	  12,070.19 	  11,823.65 
	 -	 Net Unrealized Gain/(Loss) on AFS Securities	  13,505.33 	  -   	  13,505.33 	  -   
	 Additional Tier 1 Capital	 �����	 �����	 �����	 �����
	 Deductions from Tier 1 Capital	 20,368.39 	  1,126.61 	 22,282.81        	 1,065.72 
	 Deductions from Tier 1 & Tier 2 Capital	 ��  	  635.78 	 ��   	  1,278.03 
Net Tier 1 Capital	 54,848.27 	  54,332.74 	 52,933.85	  53,751.38 
7LHU����JRQH�FRQFHUQ��&DSLWDO�	 14,703.45 	  24,819.45 	  14,681.89 	  24,799.84 
	 -	 Net Unrealized Gains on AFS Equity 
		  Sec. Purchased	 -   	  3,998.05 	  -   	  3,998.05 
	 -	 Instrument Issued Eligible as Tier 2 Capital	  10,500.00 	  17,434.00 	  10,500.00 	  17,434.00 
	 -	 General Loan Loss Provision	  4,203.45 	  3,387.40 	  4,181.89 	  3,367.79 
	 Deductions from Tier 1 & Tier 2 Capital 	 ����	 ��������	 �����	 ����������
Net Tier 2 Capital	 14,703.45 	  24,183.67 	  14,681.89 	  23,521.81 
Total Qualifying Capital	 69,551.72 	  78,516.41 	 67,615.74	  77,273.19

5L[�;PLY���JHWP[HSZ��NYV\W�HUK�WHYLU[��HYL�YLSH[P]LS`�ÅH[�PU������JVTWHYLK�[V������HZ�[OL�ZPNUPÄJHU[S`�OPNOLY�*,;���
JHWP[HS�PU������^LYL�ULNH[LK�I`�[OL�LX\HSS`�ZPNUPÄJHU[�PUJYLHZL�PU�YLN\SH[VY`�HKQ\Z[TLU[Z��;V[HS�X\HSPM`PUN�JHWP[HS�PU������
declined mainly due to lower Tier 2 capital for the year. 

Among the reasons for the decline of Tier 2 capital is the Bank’s exercise of its call option on the P6.934 billion 
Z\IVYKPUH[LK�KLI[�X\HSPÄLK�HZ�SV^LY�[PLY���JHWP[HS�VU�1\UL�����������;OL�V\[Z[HUKPUN�7�����IPSSPVU�Z\IVYKPUH[LK�KLI[�
that was issued in January 2012 will remain eligible as tier 2 capital until end of 2015 based on BSP Circular Nos. 768, 
series of 2012 and 781, series of 2013. 

The table below contain details of the regulatory adjustments to the Tier 1 and Tier 2 capitals. The table highlights that 
MVY������KH[H�^OPJO�HYL�JVTW\[LK�\UKLY�)HZLS�00��VUS`�,X\P[`�PU]LZ[TLU[Z�VU�ÄUHUJPHS�Z\IZPKPHYPLZ�HUK�HSSPLK�\UKLY[HRPUN�
are deducted while for 2014 data computed using Basel III, the total equity investments are deducted. 
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		  	 GROUP		  PARENT	
			   Dec. 2014	 Dec. 2013	 Dec. 2014	 Dec. 2013
Deductions from Tier 1 Capital	  20,368.39 	 1,126.61 	  22,282.81 	  1,065.72 
	 Net unrealized losses on AFS equity 
	 securities purchased	  -   	  0.01 	  -   	  0.01 
	 Total outstanding unsecured credit accomodations, 
	 both secured and unsecured to DOSRI  	  3,614.82 	  243.25 	  4,435.33 	  243.25 
	 Deferred Tax Assets	  743.60 	  883.35 	  681.69 	  822.46 
	 Other Intangible Assets	  533.39 	  -   	  532.01 	  -   
	 Investment in equity of unconsolidated subsidiary banks 
	 HUK�X\HZP�IHURZ��HUK�V[OLY�ÄUHUJPHS�HSSPLK�\UKLY[HRPUNZ	  -   	  -   	  1,351.90 	  -   
	 Investment in equity of unconsolidated subsidiary 
	 securities dealers/brokers and insurance companies	  877.01 	  -   	  877.01 	  -   
	 :PNUPÄJHU[�TPUVYP[`�PU]LZ[TLU[����������VM�]V[PUN�
	 Z[VJRZ��PU�IHURZ�
�X\HZP�IHURZ��HUK�V[OLY�ÄUHUJPHS�
	 allied undertaking	  473.00 	  -   	  360.00 	  -   
	 Minority Investment (below 10% of voting stocks) in banks 
	 
�X\HZP�IHURZ��HUK�V[OLY�ÄUHUJPHS�HSSPLK�\UKLY[HRPUN	  89.04 	  -   	  30.63 	  -   
	 6[OLY�,X\P[`�0U]LZ[TLU[Z�PU�UVU�ÄUHUJPHS�HSSPLK�
	 undertakings and non-allied undertakings 	  14,037.53 	  -   	  14,014.25 	  -   
Deductions from Tier 1 and Tier 2 Capital	 ��  	  1,271.55 	  �   	  2,556.05 
	 Investment in equity of unconsolidated subsidiary banks 
	 HUK�X\HZP�IHURZ�HUK�V[OLY�ÄUHUJPHS�HSSPLK�\UKLY[HRPUN	 �-   	  -   	  -   	  1,284.50 
	 Investment in equity of unconsolidated subsidiary 
	 securities dealers/brokers and insurance companies
	 HUK�UVU�ÄUHUJPHS�HSSPLK�\UKLY[HRPUN	 �����	 ����������	 �����	 ����������

;OLYL�PZ�H�ZPNUPÄJHU[�PUJYLHZL�PU�[V[HS�YPZR�^LPNO[LK�HZZL[Z��9>(���WHY[PJ\SHYS`�VU�JYLKP[�9>(�K\L�[V�[OL�L_WHUZPVU�VM�IHSHUJL�
sheet and inclusion of accumulated market gains on debt securities.

			   GROUP		  PARENT	
			   Dec. 2014	 Dec. 2013	 Dec. 2014	 Dec. 2013
5LVN�:HLJKWHG�$VVHWV
	 *YLKP[�9PZR�>LPNO[LK�(ZZL[Z
	 �	 9>�6U�)HSHUJL�:OLL[�(ZZL[Z	  382,934.71 	  305,530.62 	  380,778.93 	  303,569.66 
	 �	 9>�6MM�)HSHUJL�:OLL[�(ZZL[Z	  37,223.88 	  33,022.51 	  37,223.88 	  33,022.51 
	 �	 *V\U[LYWHY[`�9>�(ZZL[Z�PU�[OL�;YHKPUN�)VVRZ	  186.41 	  187.14 	  186.41 	  187.14 
	 Deduction: Gen loan loss provision 
		  in-excess of permitted	  (1,873.62)	  (2,686.67)	  (1,873.33)	  (2,687.43)
	 7RWDO�&UHGLW�5LVN�:HLJKWHG�$VVHWV	 418,471.39 	  336,053.60 	  416,315.90 	  334,091.88 
	 4HYRL[�9PZR�>LPNO[LK�(ZZL[Z				  
	 -	 Interest Rate Exposure	  1,778.54 	  176.64 	  1,778.54 	  176.64 
	 -	 Equity Exposure	  83.30 	  150.08 	  83.30 	  150.08 
	 -	 Foreign Exchange Exposure	  647.17 	  1,145.66 	  647.17 	  1,145.66 
	 -	 Options	  3,534.36 	  5,382.73 	  3,534.36 	  5,382.73 
	 7RWDO�0DUNHW�5LVN�:HLJKWHG�$VVHWV	 6,043.37 	  6,855.10 	  6,043.37 	  6,855.10 
	 7RWDO�2SHUDWLRQDO�5LVN�:HLJKWHG�$VVHWV�	 45,018.68 	  44,373.73 	  44,231.88 	  43,492.67 
7RWDO�5LVN�:HLJKWHG�$VVHWV	 469,533.43 	  387,282.43 	  466,591.15 	  384,439.65

Basel III requires the establishment of a 2.5 percent capital consevation buffer comprised of CET 1 capital. The buffer 
is designed to ensure that banks build up capital buffer during normal times that can be drawn upon as losses are 
incurred. Capital distribution constraints will be imposed if the bank falls short of the capital requirement.

For 2014, which is the initial year of Basel III implementation, the Bank’s CET 1 Ratio stood at 11.68 percent, which 
is considerably ahead of the 6 percent minimum BSP requirement and 8.5 percent requirement including the capital 
conservation buffer. Since the Bank has no outstanding AT1 capital, Tier 1 capital ratio similarly stood at 11.68 percent. 
The Bank’s Tier 1 ratio is also comfortably higher than the 7.5 percent BSP requirement. 

				    GROUP		  PARENT	
				   Dec. 2014	 Dec. 2013	 Dec. 2014	 Dec. 2013
CET 1 Ratio	 11.68%		  11.34%
	 Minimum CET 1 Ratio	 6.00%		  6.00%
	 Capital Conservation Buffer	 5.68%		  5.34%
Tier 1 Capital Ratio	 11.68%	 14.03%	 11.34%	 13.98%
Total Capital Ratio	 14.81%	 20.27%	 14.49%	 20.10%
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LBP Leasing Corporation (LBP Lease) continues to complement the services of LANDBANK by making available various 
SLHZPUN�HUK�ÄUHUJPHS�MHJPSP[PLZ�[OH[�Z\WWVY[�WYPVYP[`�ZLJ[VYZ�PU�[OL�HJX\PZP[PVU�VM�LX\PWTLU[�HUK�V[OLY�JHWP[HS�HZZL[Z�HZ�
well as in providing working capital to expand, upgrade or modernize their operations.  Among the priority sectors 
serviced are small and medium enterprises (SMEs), rural banks, government agencies including Government-Owned or 
-Controlled Corporations (GOCCs), enterprises undertaking government projects, and agri-business companies.

 LBP LEASE FINANCIAL HIGHLIGHTS

In P Millions	 2014	 2013	 Growth
Gross Revenue	 514.52	 506.63	 2%
Total Expenses	 330.01	 303.48	 9%
Net Income After Tax	 133.37	 158.73	 -16%
Net Income After Other Comprehensive Income	 133.45	 159.24	 -16%
Total Resources	 4,006.77	 3,712.32	 8%
Total Liabilities	 2,668.79	 2,435.64	 10%
Total Equity	 1,337.98	 1,276.68	 5%

The LBP Lease’s total portfolio amounted to P3.6 billion as against the P3.4 billion in 2013.  Of the total amount, 
P811.8 million were lease/loans for SMEs, P1.1 billion for government agencies including GOCCs, P1.3 billion for large 
corporations, and P130.4 million for other sectors.  Despite an increase in Gross Revenue by two percent in 2014, LBP 
Lease registered a 16 percent decline in Net Income After Tax due to lower revenue margins.  LBP Lease ended the year 
with NIAT of P133.37 million and total resources of P4.0 billion. 

In 2014, LBP Lease continues to support the National Government priority programs through its credit programs.

(�THQVY�[OY\Z[�PZ�[OL�7YVWLY[`�3LHZL�-HJPSP[`�^OPJO�HSSV^Z�NV]LYUTLU[�HNLUJPLZ�VMÄJLZ�[V�L]LU[\HSS`�HJX\PYL�V^U�
WYVWLY[PLZ�MVY�[OLPY�VMÄJL�ZWHJL�YLX\PYLTLU[Z�^P[OV\[�PTTLKPH[L�Z\IZ[HU[PHS�JHZO�V\[SH �̀��(JX\PZP[PVU�VM�[OL�WYVWLY[`�TH`�
be done through a variety of ways depending on the project requirement.  This may include the following:
  
��	7\YJOHZL�VM�HU�L_PZ[PUN�I\PSKPUN�VMÄJL�ZWHJL"
2.	Purchase of a lot and construction of a building; or
��	*VUZ[Y\J[PVU�VM�H�I\PSKPUN�VU�H�WYVWLY[`�V^ULK�I`�[OL�NV]LYUTLU[�HNLUJ`�VMÄJL�

0U�������3)7�3LHZL�L_WHUKLK�P[Z�<=�,_WYLZZ�9L�ÅLL[PUN�7YVNYHT�HUK�YLUHTLK�P[�7\ISPJ�<[PSP[`��7<��=LOPJSL�9L�ÅLL[PUN�
Program to include Tourist Transport, School Service and Public Utility Bus operators.  The Program was developed 
to help public transport operators/drivers who will be displaced by the age requirement/limitation imposed by LTFRB 
for public utility vehicles for the safety and comfort of the riding public.  The Program allows small/independent public 
[YHUZWVY[�VWLYH[VYZ�^P[O�]HSPK�3;-9)�MYHUJOPZLZ�[V�YL�ÅLL[�[OLPY�VSK�]LOPJSLZ�^P[O�IYHUK�UL^�]LOPJSLZ�H[�YLHZVUHISL�
ÄUHUJPUN�[LYTZ���(Z�VM�`LHY�LUK�������3)7�3LHZL�OHZ�ÄUHUJLK�ZVTL����]LOPJSLZ�\UKLY�[OL�7YVNYHT�
 

;OL�)HUR»Z�+LJLTILY������[V[HS�VY�JHWP[HS�HKLX\HJ`�YH[PV��*(9��Z[VVK�H[�������WLYJLU[��^OPJO�PZ�ZPNUPÄJHU[S`�OPNOLY�[OHU�
the 10 percent minimum BSP requirement.  

;OL�)HUR»Z�[PLY���YH[PV�KLJSPUL�^HZ�K\L�[V�YLSH[P]LS`�ÅH[�NYV^[O�PU�[PLY���JHWP[HS�JVTIPULK�^P[O�[OL�Z\IZ[HU[PHS�L_WHUZPVU�VM�
balance sheet and the corresponding credit risk-weighted assets. LANDBANK’s CAR is likewise lower than the previous 
year due to the exercise of call option on the P6.934 billion subordinated debt in 2014.  

LANDBANK SUBSIDIARIES AND FOUNDATION

LBP LEASING CORPORATION 
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MASAGANANG 
SAKAHAN, INC.

2TQHGUUKQPCN &KTGEVQTU 2TQITCO HQT 
%QPVKPWKPI 'FWECVKQP KP %QTRQTCVG 
)QXGTPCPEG

As part of the MSI’s commitment for 
continuing education in governance, four 
4:0�+PYLJ[VYZ�WHY[PJPWH[LK�PU�H�Ä]L�KH`�
Professional Directors’ Program conducted 
by the Institute of Corporate Directors. 

5VCHH &GXGNQROGPV CPF 6TCKPKPIU

The MSI sent six employees to trainings 
and seminars to further develop and 
LUOHUJL�[OLPY�ZRPSSZ�[V^HYKZ�LMÄJPLU[�
and effective performance of duties and 
responsibilities. The trainings and seminars 
attended were as follows:

a.	 Training on Republic Act No. 9184 
and its revised implementing rules and 
regulations;

I�	;LJOUPJHS�>VYRZOVW�7LYMVYTHUJL�
,]HS\H[PVU�:`Z[LT�-@�����"

c.	 Integrated Corporate Reporting System 
(ICRS) Orientation; and

d.	Gender and Development Seminar.

&KXKFGPFU 4GOKVVCPEG VQ VJG 0CVKQPCN 
)QXGTPOGPV

In 2014, the MSI remitted to the National 
Government a total of P5.7 million as cash 
dividend from 2013 net income, representing 
a 20 percent increase in dividend remittance.

2QNKEKGU CPF 2TQEGFWTGU

As part of the initiative to develop, implement 
and enhance policies and procedures, the 
MSI board promulgated the following:

a.	 Performance Evaluation Tool/System for 
Directors and Management;

b.	 Inclusion of Mandated Leaves in the 
MSI Personnel Manual;

c.	 Guideline on the use of CCTV camera; 
and

d.	Amendments in its Manual of Corporate 
Governance, Articles of Incorporation 
and By-Laws and the No Gift Policy.

2KNQV &GXGNQROGPV QH 2TKOCT[ /CTMGVU

In 2014, the MSI focused on serving the 
¸7YPTHY`�4HYRL[¹�^OPJO�YLMLYZ�[V�[OL�[`WL�
of client whose main business activity 
involves the purchase of milled rice either 
consumption or for purposes of selling (e.g., 
restaurants, hotels, caterers, etc.).

The MSI assisted 35 cooperatives and 83 
small and medium enterprises (SME) with 
combined traded volume for palay and milled 

MSI FINANCIAL HIGHLIGHTS
In P Millions	 2014	 2013	 Growth
Gross Revenue	 262.47	 220.84	 19%
Total Expenses	 19.15	 21.14	 -9%
Net Income After Tax	 12.52	 10.78	 16%
Total Resources	 148.94	 177.29	 -16%
Total Liabilities	 34.65	 69.77	 -50%
Total Equity	 114.29	 107.52	 6%

MSI increased its gross revenue in 2014 by 
P41.7 million from P220.8 million in 2013 to 
P262.5 million. Also, the Net Income After 
Tax increased by P1.7 million from P10.8 to 
P12.5 million. Total Resources declined by 
P28.4 million from P177.3 million to P148.9 
million. Total Liabilities declined by P35.1 
million to P34.7 million from P69.8 million. 
However, the company’s equity improved by 
P6.8 million or 6 percent increase to P114.3 
million from P107.5 million.

For the year 2014, MSI focused on 
enhancing the leadership skills of its Directors 
and employees as well as its core business.

The Masaganang Sakahan, Inc. (MSI) 
continuously provides the needed marketing 
Z\WWVY[�[V�ZTHSS�MHYTLYZ�HUK�ÄZOLYZ»�
cooperatives being assisted by LANDBANK. 
The MSI offers agricultural facilities and 
value-adding services, market linkaging of 
agricultural commodities, and payment-in-
kind-scheme.

In 2014, MSI steadfastly pursued its mission 
of promoting and extending marketing 
support and services to cooperatives of small 
MHYTLYZ�HUK�ÄZOLYZ�HUK�V[OLY�:4,�JVUK\P[Z�
in the countryside, while maintaining a good 
balance of its business objectives to make 
the company viable and sustainable.
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rice at P240.0 million, 39 percent higher than last year’s trading assistance of P172.6 million. 
The credit management assistance to LANDBANK in terms of loan payment collection from 
cooperatives amounted to P142.2 million, 39 percent higher than P102.6 million in 2013.

In trading business with milled rice as primary product, MSI adopted a two-pronged approach 
of aggressive marketing and strengthened logistical capability to develop its business volume. 
As a major client, the MSI served milled rice requirements to LANDBANK nationwide. For 
LANDBANK, MSI traded a total of 87,972 bags of milled rice, three percent higher than last 
year’s 85,542 bags.

For other clients, MSI embarked on aggressive marketing efforts to recruit new clients 
focusing on primary market, maintain old accounts and win back previous accounts lost due 
to competition. For 2014, MSI served 50 accounts, higher than last year’s 39 accounts.

LBP RESOURCES AND DEVELOPMENT 
CORPORATION 

The LBP Resources and Development Corporation (LBRDC) handles LANDBANK’s 
construction facility requirements particularly branch construction, relocation and renovation 
and construction of automated machine and LANDBANK Easy Access Facility (LEAF) booths. 
LBRDC also helps the Bank in the disposal of non-performing assets by providing brokering 
services, real estate management and development of LANDBANK’s foreclosed assets. 
LBRDC also provides housekeeping, sanitation, janitorial, manpower and air-conditioning unit 
maintenance services.

LBRDC FINANCIAL HIGHLIGHTS
In P Millions 	 2014	 2013	 Growth 
Gross Revenue	 360.2	 192.25	 87%
Total Expenses	 320.74	 168.66	 90%
Net Income After Tax	 32.54	 22.74	 43%
Total Resources	 544.46	 493.01	 10%
Total Liabilities	 104.08	 57.66	 81%
Total Equity	 440.38	 435.35	 1%

LBRDC’s resources increased by P51.5 million to P544.5 million from P493.0 million due 
to the increase in the company’s increased business activities. The company’s Equity 
correspondingly increased by P5.0 million to P440.4 million from P435.4 million due to the 
increase of net income in 2014.

0U�������3)9+*�JVTWSL[LK�[^V�I\PSKPUN�JVUZ[Y\J[PVUZ�HUK�� �YLUV]H[PVUZ�VM�IYHUJO�VMÄJLZ��
ATM booths, and LEAFs. As such, LBRDC generated construction revenues amounting to 
P223.6 million higher by 66 percent from P134.3 million in 2013. LBRDC also generated 
P136.4 million in revenues from other business activities like brokering, property management, 
rentals of buildings, and manpower services. LBRDC posted a net income after tax of P32.5 
million in 2014, 125 percent of the target of P25.9 million.

Also, LBRDC developed personnel skills and capabilities through various seminars and 
trainings. LBRDC expanded its housekeeping, janitorial and sanitation services and provided 
443 utility workers and messengers to LANDBANK Field Units nationwide which started on 
April 1, 2014. LBRDC continued providing manpower and janitorial services to HOLCIM Phil., 
Inc. (Calumpit and Norzagaray Plant) and LBP Insurance Brokerage, Inc.
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LBP INSURANCE 
BROKERAGE, INC.

from LANDBANK borrowers of credit life 
insurance/salary loan and premium for loan 
releases. Net service fees from insurance 
brokering amounted to P93.6 million, P16.3 
million or 21.1 percent higher than P77.3 
million in 2013. Trading Income reached of 
P10.0 million, 2.8 percent or P0.3 million 
lower than P10.3 million in 2013. The volume 
of dollars traded amounted to USD87.4 
million, a decrease of USD10.4 million or 
10.6 percent compared to USD97.8 million 
in 2013.

LIBI FINANCIAL HIGHLIGHTS
In P Millions	 2014	 2013	 Growth
.YVZZ�7YVÄ[	 133.2	 115.9	 15%
Total Expenses	 37.2	 31.2	 19%
Net Income After Tax	 75.7	 67.5	 12%
Total Assets	 1,115.7	 995.5	 12%
Total Liabilities	 237.7	 159.7	 49%
Total Equity	 877.9	 835.8	 5%

In 2014, LIBI realized a net income after 
tax (NIAT) of P75.7 million, an increase of 
P8.2 million or 12 percent compared with 
the 2013 NIAT of P67.5 million. The Return 
on Equity (ROE) was at 8.8 percent while 
Return on Asset (ROA) was at 7.2 percent, 
both higher by 0.7 percent and 0.4 percent, 
respectively compared with the 2013 ROE 
of 8.1 percent and ROA of 6.8 percent. Per 
capita income stood at P2.1 million, higher 
by 3.5 percent compared with the P2.0 
million in 2013.

In 2014, LIBI’s net premium volume 
generated P567.9 million, an increase of 
P34.1 million or 6.4 percent compared 
to P533.8 million in 2013. The increase 
was primarily due to higher premium 

LCDFI Financial Highlights
In P Millions	 2014	 2013	 Growth
Gross Revenues	 25.36	 25.45	 -0.35%
Total Expenses	 24.75	 27.11	 -8.71%
Net Income After Tax	 0.61	 -1.65	
Total Resources	 105.55	 105.23	 0.30%
Total Liabilities	 2.64	 2.90	 -8.97%
Total Equity	 102.91	 102.32	 0.58%

LANDBANK 
COUNTRYSIDE 
DEVELOPMENT 
FOUNDATION, INC. 

The LBP Insurance Brokerage, Inc. (LIBI) 
was established to service the insurance 
requirements of LANDBANK and its clients. 
It is engaged in the business of general 
insurance brokerage and management and 
consultancy services on insurance-related 
activities. Insurance product lines include 
ÄYL�PUZ\YHUJL��SPML�PUZ\YHUJL�HUK�V[OLY�
miscellaneous insurance business from 
LUNPULLYPUN��H]PH[PVU��JYLKP[�JHYK��ÅVH[LY��WYL�
need lines, among others. It is also engaged 
in the business of buying and selling of 
foreign currencies.

The LANDBANK Countryside Development 
Foundation, Inc. (LCDFI) is a non-stock, non-
WYVÄ[�JVYWVYH[L�MV\UKH[PVU�VM�3(5+)(52��
LCDFI embodies LANDBANK’s commitment 
to spur development in the countryside 
especially to its priority sectors such as 
ZTHSS�MHTLYZ�HUK�ÄZOLYZ��(NYHYPHU�9LMVYT�
)LULÄJPHYPLZ��(9)Z���*V\U[Y`ZPKL�-PUHUJPHS�
Institutions (CFIs), Small and Medium 
Enterprises (SMEs) and Overseas Filipino 
>VYRLYZ��6->Z��

0U�������[OL�-V\UKH[PVU�^HZ�JSHZZPÄLK�HZ�
a GOCC by the Governance Commission 
of the GOCCs. As such, LCDFI endeavors 
to comply with all pertinent rules and 
regulations governing GOCCs and 
government entities. As it transitions 
from an NGO into a GOCC, LCDFI 
continued consultation with LANDBANK’s 
Organizational Development Department and 
the Procurement Department for procedural 
compliance as a government entity.
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In 2014, its Gross Revenues, Total Expenses 
and Liabilities declined by P0.1 million, P2.4 
million, and P0.3 million, respectively. LCDFI’s 
Total Resources and Equity improved by 
P0.3 million and P0.6 million, respectively.

In 2014, LCDFI conducted 178 training 
seminars for 6,619 members of Bank-
assisted cooperatives with maturity level C 
and D, 111 percent higher than the 2014 
target of 160 trainings and 14 percent 
increase from the 156 trainings conducted 
PU�������>P[O�[OL�����[YHPUPUNZ�����^LYL�
conducted in Northern and Central Luzon, 
66 in Southern Luzon and Bicol region, 19 in 
Visayas, and 47 in Mindanao.

Under Bangon Mini-Farms Program, LCDFI 
piloted four sites in Leyte provinces that 
^LYL�KL]HZ[H[LK�I`�;̀ WOVVU�@VSHUKH��
namely: Capoocan, Tacloban City, Palo, 
and Tabango. Eight training workshops on 
organic and natural farming were conducted 
MVY�������ILULÄJPHYPLZ��;̂ LU[`�VUL��
follow-up workshops were conducted, an 
increase of 175 percent from the targeted 
12 trainings for 2014. Likewise, a farmer’s 
group, the Bangon Mini-Farms Alpha Sector 
Association, Inc. was organized.

Moreover, a partnership with the Department 
VM�:VJPHS�>LSMHYL�HUK�+L]LSVWTLU[��+:>+��
^HZ�MVYNLK�\UKLY�P[Z�¸*HZO�MVY�>VYR�HUK�
3P]LSPOVVK�(ZZPZ[HUJL�7YVNYHT¹�[OH[�WYV]PKLK�
farmers with an initial grant to set-up a mini-
farm. Likewise, the Department of Agriculture 
(DA) provided free seedlings and needed 
farm equipment.

LCDFI continued to assist farmers in 
setting-up local farmer’s markets to sell their 
produce, as well as lead the initial talks for 
an institutional supply agreement with major 
supermarket chains in the Visayas.

In October 2014, the Likas-Saka Program 
was piloted in Hacienda Luisita in Tarlac 
and Bondoc Peninsula in Quezon. Training 
seminars on sustainable agriculture were 
conducted and employed local development 
facilitators to reduce costs and resulted to 
the formation of a farmer cluster in Quezon.

Meanwhile, two special college scholarship 
programs were launched under the 
LANDBANK Gawad Patnubay Scholarship 
Programs in 2014. These were the Couples 
for Christ Answering the Call of the Poor 
(CFC-ANCOP) with six scholars, and 
the Cong. Rufus Rodriguez Educational 
Assistance Program with eight scholars, all 
taking up Bachelor of Science Degrees in 
Agriculture-related courses.

After the completion of LANDBANK required 
trainings for cooperatives in the 3rd quarter 
of 2014, LCDFI concentrated on ensuring 
the effectiveness of its trainings and aligned it 
with LANDBANK.

On consultation with LANDBANK-Lending 
Programs Management Group (LPMG), 
LCDFI reviewed and updated the process 
ÅV^�VM�JVUK\J[�VM�[OL�[YHPUPUNZ�^P[O�
emphasis on the use of the CORI/ECORI 
in assessing the impact of the trainings on 
the improvement of the operations of the 
cooperatives trained.

LCDFI also revisited the training curriculum 
to ensure that modules are reviewed and 
upgraded in accordance with ECORI 
targets. The pool of resource speakers was 
expanded to include local experts, and a 
new accreditation process was put in place 
to increase the number of quality speakers.

LCDFI also began updating its database 
VM�JVVWLYH[P]LZ��>P[O�[OL�Z\WWVY[�VM�
LANDBANK-Systems Implementation 
Department, LCDFI began the creation of 
a systems tool that will aid this process, 
and ensure the computerization of all future 
training databases and post-training reports.
LCDFI staff members enrolled in the ADFIAP 
Executive Trainers Program. The week-
long program at the AIM Center in Makati 
City was attended by the Capacity Building 
Director and Capacity Building Directors 
6MÄJLYZ�VM�3*+-0��;OL`�HSZV�H[[LUKLK�
an orientation on CORI conducted by 
LANDBANK-LPMG at the LANDBANK Plaza.
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LANDBANK’S MAJOR 
AWARDS AND 
RECOGNITIONS IN 2014

LANDBANK has reaped the fruits of its 
hard work with the numerous awards and 
recognitions received in 2014, a solid proof 
of the Bank’s unwavering commitment 
towards achieving its vision and goals, and 
operational excellence that is at par with the 
best in the world.

During the year, LANDBANK was conferred 
with 14 international and local awards, of 
which, eight were received by the Bank for 
[OL�ÄYZ[�[PTL�L]LY�¶�MV\Y�MYVT�PU[LYUH[PVUHS�
award-giving bodies and four from local 
bodies. Details are contained hereunder:

INTERNATIONAL

��� $CPM QH VJG ;GCT #YCTF – 
LANDBANK has been chosen as the 
)HUR�VM�[OL�@LHY�7OPSPWWPULZ������I`�
The Banker, the world’s leading monthly 
journal of record for the banking industry 

for the last 90 years. The Bank of the 
@LHY�(^HYK�PZ�YLNHYKLK�HZ�[OL�6ZJHYZ�
of the Banking Industry. The Award 
recognizes the institution’s strong and 
prudent management, sound business 
model, and disaster response and 
recovery efforts in the aftermath of 
Z\WLY�[`WOVVU�@VSHUKH�

��� 1WVUVCPFKPI 'PVTGRTGPGWT #YCTF – 
(ZPH�7HJPÄJ�,U[YLWYLUL\YZOPW�(^HYKZ�
(APEA) Philippines 2014 – The APEA 
¸6\[Z[HUKPUN�,U[YLWYLUL\Y�(^HYK¹�^HZ�
conferred to LANDBANK President 
and CEO Gilda E. Pico. The award 
recognizes outstanding individuals who 
have demonstrated entrepreneurial 
attributes that make them role models 
for emerging entrepreneurs, including 
the tenacity and perseverance to 
continue innovating and making a 
difference under adverse situations 
and environments. APEA is a regional 
award for outstanding entrepreneurship, 
providing a platform for companies 
and governments to recognize and 
be recognized for entrepreneurial 
excellence.

BOY photo

92 

O P E R AT I O N A L  H I G H L I G H T S



awards
international

��� 1XGTCNN 9KPPGT KP VJG 5WUVCKPCDNG 
$WUKPGUU #YCTFU 
5$#� 2JKNKRRKPGU 
���� – LANDBANK was proclaimed 
HZ�[OL�)LZ[�6]LYHSS�>PUULY�HTVUN�
22 companies that won in the SBA. 
It recognized LANDBANK’s inclusive 
business models, innovative programs, 
HUK�ZPNUPÄJHU[�JVU[YPI\[PVU�PU�PTWYV]PUN�
the livelihood of local communities. 
LANDBANK also won in the climate 
change category in recognition of its 
progressive environmental policies 
and strong support for climate change 
mitigation and adaptation projects.   
/LSK�MVY�[OL�ÄYZ[�[PTL�PU�[OL�JV\U[Y �̀�[OL�
SBA is organized by Global Initiatives 
(Singapore) and Pricewaterhouse 
Coopers Philippines.  

��� 1WVUVCPFKPI $WUKPGUU 
5WUVCKPCDKNKV[ #EJKGXGOGPV 
#YCTF – LANDBANK was conferred 
with this award during the Karlsruhe 
Sustainable Finance Award ceremony 
held in Germany. The award recognizes 
ÄUHUJPHS�PUZ[P[\[PVUZ�[OH[�OH]L�ILLU�
successful in “incorporating economic, 
social and environmental aspects in 
the corporate strategy and business 
WYVJLZZLZ¹�HUK�OH]L�LTILKKLK�
sustainability within their institutions. Karlsruhe photo

93

V I A B I L I T Y
INSTITUTIONAL



��� 5KZ /CLQT #YCTFU HTQO VJG 
#UUQEKCVKQP QH &GXGNQROGPV 
(KPCPEKPI +PUVKVWVKQPU KP #UKC CPF 
VJG 2CEKƒE 
#&(+#2� – LANDBANK 
bagged three awards under the 
Infrastructure Development Category 
(Financing facility for the DepEd PPP 
for School Infrastructure Project 
Phase 1; Financing Facility for PPP-
Construction of TPLEX; Development 
HUK�,_WHUZPVU�VM�0SPNHU�*P[`�>H[LY�
System) and three more under the 
Corporate Social Responsibility (CSR) 
*H[LNVY`��(KVW[�H�>H[LYZOLK�00��.H^HK�
Kabuhayan; Gawad Patnubay). This is 
the fourth year in a row that the Bank 
was recognized by ADFIAP for its 
outstanding development projects.

��� 6QR #5'#0 %+1 – Alan V. Bornas, 
Senior Vice President of LANDBANK’s 
Technology Management Group, 
was the sole Filipino named as one 
VM�[OL�Ä]L�PU[LYUH[PVUHS�V\[Z[HUKPUN�
*OPLM�0UMVYTH[PVU�6MÄJLYZ��*06��
in the ASEAN Region. The Award 
honours individuals responsible for 
information management and security 
in order to ensure business continuity, 
minimize business risks and maximize 
business opportunities in enterprises, 
governmental and civic organizations. 
The award was conferred last 
December 2014 during the 10th 
(:,(5�*06�*OPLM�:LJ\YP[`�6MÄJLYZ�
(CSO) Summit and Awards in Ho Chi 
Minh City, Vietnam.

awards
international
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Ecology Friendly

local a w a r d s
LOCAL

��� �UV 2JKNKRRKPGU $GUV 2TCEVKEG CPF 
$GPEJOCTMKPI #YCTF – LANDBANK’s 
Environment Due Diligence Program 
won in this competition, and will be 
VUL�VM�[OL�7OPSPWWPULZ»�VMÄJPHS�LU[YPLZ�[V�
the 2015 International Best Practices 
Competition.

��� 'ZEGNNGPEG #YCTF HQT 'EQNQI[�
(TKGPFN[ )QXGTPOGPV 1HƒEGU 
¶�3(5+)(52�^HZ�HTVUN�[OL�Ä]L�
NV]LYUTLU[�VMÄJLZ�^OPJO�YLJLP]LK�
this award from the Department of 
Environment and Natural Resources 
(DENR) for going the extra mile in 
ensuring that their operations have low 
environmental impact.

��� �� )QXGTPOGPV 5GEWTKVKGU 'NKIKDNG 
&GCNGT 
)5'&� – LANDBANK has 
been named by the Bureau of the 
Treasury (BTr) as the No. 1 Government 
Securities Eligible Dealer (GSED) in 
2014 for the second year in a row. The 
award recognizes both primary and 
secondary market trading prominence 
and a GSED’s contribution to the capital 
markets development of the country.

���� 1WVUVCPFKPI .GPFKPI $CPM WPFGT 
VJG %TGFKV 5WTGV[ (WPF 
%5(� 
ECVGIQT[ EQPHGTTGF D[ VJG $52 – 
LANDBANK was once again recognized 
HZ�HU�¸6\[Z[HUKPUN�3LUKPUN�)HUR¹�

under the Credit Surety Fund (CSF) 
category of the 2014 Awards Ceremony 
and Appreciation Lunch for BSP 
Stakeholders. The Bank was recognized 
for its active role in the BSP-initiated 
credit enhancement scheme, the Credit 
Surety Fund. 

���� #PVK�4GF 6CRG $TGCMVJTQWIJ 
#IGPE[ #YCTF HTQO VJG %KXKN 
5GTXKEG %QOOKUUKQP – LANDBANK 
was recognized for its quality of 
customer service in compliance to the 
provisions of the ARTA at the forefront, 
and for obtaining a 99% rating in 
the ARTA Report Card Survey which 
measures an agency’s performance 
and client satisfaction in relation to 
frontline service. 
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local a w a r d s

1st Philippine Best Practice

GSED

Outstanding Lending Bank CSC ARTA
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o t h e r  citation

OTHER CITATION

���� $GUV 3/5 – LANDBANK’s Quality 
Management System (QMS) was lauded 
as one of the best in the Philippines 
by the International Operations of 
SOCOTEC Group, the Mother Company 
VM�*LY[PÄJH[PVU�0U[LYUH[PVUHS�7OPSPWWPULZ��
Inc. (CIP).

���� +PPQXCVKQPU CPF $GUV 2TCEVKEGU 
#YCTF KP +PVGTPCN #WFKVKPI 
-LANDBANK emerged as winner, 
topping seven government agencies, 
based on four criteria set by  the 
Association of Government Internal 
Auditors (AGIA): Contribution to Agency 
6WLYH[PVUZ"�9LSL]HUJL�VY�:PNUPÄJHUJL�
in Internal Auditing; Sustainability; and 
Originality or Uniqueness. 

���� 6QR 6CZRC[GT KP VJG %KV[ QH /CPKNC 
- LANDBANK was recognized as one of 
the Top 10 Real Property Taxpayers.

Manila Taxpayers Award

Best QMS

AGIA
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VICTOR GERARDO J. BULATAO
Director

�9LWYLZLU[H[P]L���(NYHYPHU�9LMVYT�)LULÄJPHYPLZ�

B O A R D  O F  D I R E C T O R S

DOMINGO I. DIAZ
Director

(Representative-Private Sector)

SEC. CESAR V. PURISIMA
Chairman

(Secretary - Department of Finance)

B O A R D  O F  D I R E C T O R S

TOMAS T. DE LEON, JR.
Director

(Representative - Private Sector)

* as of December 2014

GILDA E. PICO
Vice Chairman

President and CEO

CRISPINO T. AGUELO
Director

�9LWYLZLU[H[P]L���(NYHYPHU�9LMVYT�)LULÄJPHYPLZ�
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SEC. PROCESO J. ALCALA
Director

(Department of Agriculture)

SEC. ROSALINDA D. BALDOZ
Director

(Department of Labor and Employment)

SEC. VIRGILIO R. DELOS REYES
Director

(Department of Agrarian Reform)

USEC. ANTHONY N. PARUÑGAO
Alternate Director

(Department of Agrarian Reform)

USEC. JEREMIAS N. PAUL, JR.
Alternate Director

(Department of Finance)

USEC. REYDELUZ D. CONFERIDO
Alternate Director

(Department of Labor and Employment)

USEC. ANTONIO A. FLETA
Alternate Director

(Department of Agriculture)
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M A N A G E M E N T  T E A M

RABBONI FRANCIS B. ARJONILLO
Executive Vice President

Treasury and Investment Banking Sector

JOCELYN D. G. CABREZA
Executive Vice President
Branch Banking Sector

GILDA E. PICO
President and CEO

JULIO D. CLIMACO, JR.
Executive Vice President

Corporate Services Sector

ANDRES C. SARMIENTO
Executive Vice President

Operations Sector

CECILIA C. BORROMEO
Executive Vice President

Agricultural and Development Lending Sector
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U N I T S  U N D E R  T H E  B O A R D  A N D
O F F I C E  O F  T H E  P R E S I D E N T

From left: SVP Reynauld R. Villafuerte, FVP Josephine G. Cervero, VP Felix L. Manlangit, 
FVP Teresita E. Cheng, SVP Liduvino S. Geron, VP Rosemarie M. Osoteo

From left: FVP Alex A. Lorayes, FVP Noemi P. Dela Paz, VP Noel B. Marquez, FVP Amelia S. Amparado, 
LCDFI Exec. Dir. Peter Andrew S. Gutierrez

As of December 2014
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A G R I C U LT U R A L  A N D 
D E V E LO P M E N T  L E N D I N G  S E C T O R

From left: SVP Joselito P. Gutierrez, FVP Ma. Celeste A. Burgos, FVP Leila C. Martin, VP Vilma V. Calderon, 
FVP Daisy M. Macalino, FVP Filipina B. Monje, FVP Jose Abelardo F. Agregado

From left: LIBI GM George R. Francisco, VP Elsie Fe B. Tagupa, MSI President / CEO Roy C. Oscillada, VP Lolita T. Silva,
LBP Leasing President / CEO Manuel H. Lopez, VP  Lucila E. Tesorero, SVP Edward John T. Reyes

As of December 2014
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B R A N C H  B A N K I N G  S E C T O R

From left: FVP Ramon R. Monteloyola, VP Randolph L. Montesa, SVP Jennifer A. Tantan, 
FVP Marilyn M. Tiongson, VP Manuel Jose Mari S. Infante, VP Ruel Z. Romarate

From left: VP Renato G. Eje, FVP Ananias O. Lugo Jr., VP Ana S. Concha, VP Camilo C. Leyba, 
VP Mauricio C. Feliciano

As of December 2014
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C O R P O R AT E  S E R V I C E S  S E C T O R

O P E R AT I O N S  S E C T O R

From left: VP Ricardo S. Arlanza, VP Ma. Eloisa C. Dayrit, FVP Conrado B. Roxas, 
:=7�@VSHUKH�+��=LSHZJV��:=7�(SHU�=��)VYUHZ��=7�4PUKH�+��9\IPV��=7�(U[VUPV�=��/\NV��1Y�

From left: VP Annalene M. Bautista, LBRDC Pres. Simeona S. Guevarra, VP Catherine Rowena B. Villanueva, 
VP Donato C. Endencia

As of December 2014

As of December 2014
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T R E A S U R Y  A N D  I N V E S T M E N T 
B A N K I N G  S E C T O R

From left: -=7�*OYPZ[VWOLY�4H��*HYTLSV�@��:HSHaHY��-=7�*HYLS�+��/HSVN��=7�1HTLZ�(SKHUH

As of December 2014
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CU QH 5GRVGODGT �� ����

AND DEPARTMENT HEADS

 LIST OF 
SENIOR OFFICERS

President and CEO
Gilda E. Pico

Corporate Secretary 
Reynauld R. Villafuerte

3K\VLFDO�6HFXULW\�2IðFH�
Efren S. Tedor

Compliance Management Group
Amelia S. Amparado

Internal Audit Group
Noemi P. Dela Paz

Credit Review Department
Rene I. Silva

Field Operations Audit Department
Viemerey E. Mercado

+HDG�2IðFH�DQG�6\VWHPV�7HFKQRORJ\�
Audit Department 
Constance V. Manuel

Legal Services Group
Reynauld R. Villafuerte

Administrative Legal Department
Virgilio M. Quintana

CARP Legal Services Department
Noel B. Marquez

%DQNLQJ�/HJDO�6HUYLFHV�'HSDUWPHQW
Cesar S. Cabañes

Litigation Department
Rosemarie M. Osoteo

Field Legal Services Department
Felix L. Manlangit

5LVN�0DQDJHPHQW�*URXS
Teresita E. Cheng

7UHDVXU\�5LVN�0DQDJHPHQW�'HSDUWPHQW
Rosemarie E. Sotelo

%XVLQHVV�5LVN�0DQDJHPHQW�'HSDUWPHQW
:VÄH�*��3HKVYLZ

&UHGLW�3ROLF\�DQG�5LVN�0DQDJHPHQW�
Department
Audie A. Cabusao

Strategic Planning Group
Liduvino S. Geron

Corporate Planning and Economics 
and Policy Studies Department
Sheila Marie M. Encabo

Central MIS Department
Samuel E. Acuña

Customer Service and Product 
Developmet Department
Cressida M. Alday-Mendoza

4XDOLW\�0DQDJHPHQW�2IðFH
Sandra May C. Daraman

7UXVW�%DQNLQJ�*URXS
Josephine G. Cervero

Trust Business Development Department
Madonna M. Cinco

Trust Account Management Department
Camilo G. Sanchez

Third Party Custodianship & Registry 
Department
Analiza M. Vasco

Trust Portfolio Management Department
1VZLÄUV�7��*LYPU

Trust Operations Department
Lamelita G. Aquino

Agrarian Services Group
Alex A. Lorayes

Bond Servicing Department
9PJHY[L�7VYÄYPV�(��9L`

Landowners Assistance and Policy 
Department
Vicente Ramon A. Castro

Land Transfer Processing Department
Rafael L. Berbaño
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 LIST OF 
SENIOR OFFICERS

AGRICULTURAL AND 
DEVELOPMENT LENDING 
SECTOR
Cecilia C. Borromeo

Lending Support Department
*HYVS`U�0��6SÄUKV

Special Assets Department
Ma. Cristina C. Malab

Loan Recovery Department
Emellie V. Tamayo

&RUSRUDWH�%DQNLQJ�*URXS
Edward John T. Reyes

&RUSRUDWH�%DQNLQJ�'HSW��,
Lucila E. Tesorero

&RUSRUDWH�%DQNLQJ�'HSW��,,
Vilma V. Calderon

&RUSRUDWH�%DQNLQJ�'HSW��,,,
Marietta B. Cajuguiran

Financial Institutions Department
Cielito H. Lunaria

Public Sector Department
Emma M. Brosas

Lending Programs Management 
Group
Leila C. Martin

Development Assistance Department
Melinda C. Cruz

Environmental Program and
Management Department
Prudencio E. Calado III

Fund Sourcing Department
Ronnie H. Encarnacion

Program Management Department I
Edgardo S. Luzano

Program Management Department II
Generoso S. David

Retail Lending Group
Lolita T. Silva

0RUWJDJH�%DQNLQJ�'HSDUWPHQW�,
Abel E. Madarang

0RUWJDJH�%DQNLQJ�'HSDUWPHQW�,,
Edgardo C. Ramirez

SME Lending Department
Luz D. Abalos

Northern and  Central Luzon 
Lending Group
Ma. Celeste A. Burgos

La Union Lending Center
Victoria M. Zambrano

Pangasinan Lending Center
Jaime. S. Cruz, Jr.

Cagayan Lending Center
Victor A. Agorto

Bulacan Lending Center
Demetrio P. Espiritu III

Pampanga Lending Center
Ranilo B. Jimenez

Bataan Lending Center
Nanny P. Garcia

Tarlac Lending Center
Rolando G. Santos

Nueva Ecija Lending Center
Eduardo N. Reyes Jr.

Isabela Lending Center
Bernardo B. Bayangos

Nueva Vizcaya Lending Center
Normandy R. Salagubang

Ilocos Sur Lending Center
Cesar N. Ulpindo
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Southern Luzon Lending Group
Filipina B. Monje 

Batangas Lending Center
John Axel E. Melendres

Occidental Mindoro Lending Center
Danilo D. Crobalde

Oriental Mindoro Lending Center
Marlon G. De Castro

Cavite Lending Center
Jesse J. Calibuso

Albay Lending Center
Hil Benedict G. Manzanades

Laguna Lending Center
Edwin Roel S. Ramos

Palawan Lending Center
Joel S. Babaan

Camarines Lending Center
Gil Jose S. Sarte

Rizal Lending Center
Eleanor D. Quicoy

Quezon Lending Center
Alex A. Hinojosa

Visayas Lending Group
Daisy M. Macalino

Samar Lending Center
Buenaventura V. Leyva

Iloilo Lending Center
Vivian M. Cañonero

Leyte Lending Center 
Eulalio G. Lagapa Jr.

Negros Occidental Lending Center
Jeffrey A. Maningo

Bohol Lending Center
Allan R. Bisnar

Cebu Lending Center
Elsie Fe B. Tagupa

Negros Oriental Lending Center
Cecilio B. Clarete

Mindanao Lending Group
Joselito P. Gutierrez

General Santos Lending Center
Dante M. Abad

Zamboanga Del Sur Lending Center
Zenaida K. Valencia

Zamboanga Del Norte Lending Center
Vinicius S. Hamoy

Zamboanga City Lending Center
Roel A. Tarroza

Agusan Del Norte Lending Center
Jimmy P. Arco

Davao Lending Center
Charlotte I. Conde

%XNLGQRQ�/HQGLQJ�&HQWHU
Jose Enedicto G. Faune

Cagayan De Oro Lending Center
Eden B. Japitana

North Cotobato Lending Center
Harold P. Celestial

South Cotobato Lending Center
Rosa Maria C. Cabanial

BRANCH BANKING SECTOR
Jocelyn DG Cabreza

%UDQFK�%DQNLQJ�6XSSRUW�'HSDUWPHQW
Dina Melanie R. Madrid

&&7�3URJUDP�0DQDJHPHQW�2IðFH
Domingo Conrado G. Galsim

Systems Implementation Department
Ana S. Concha

&DUG�DQG�(OHFWURQLF�%DQNLQJ�*URXS
Randolph L. Montesa

Credit Card Administration Department
Vivian C. Bedrijo

Debit Cards and ATM Management 
Department
Marissa B. Pineda

Electronic Products Department
7HJPÄJV�*��+L�7Ha��1Y�

Cash Management Solutions 
Department
Ninna Richelle H. Veran

L I S T  O F  O F F I C E R S  A N D  D E PA RT M E N T  H E A D S
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OFW Remittance Group
Renato G. Eje

'RPHVWLF�5HPLWWDQFH�0DUNHWLQJ�
Department
Jose James T. Figueras

2YHUVHDV�5HPLWWDQFH�0DUNHWLQJ�DQG�
Support Department
Reo S. Andarino

North NCR Branches Group
Jennifer A. Tantan

North NCRBG Cluster A
Ma. Belma T. Turla

North NCRBG Cluster B
Delma O. Bandiola

North NCRBG Cluster C
Myrgie O. Mendoza

South NCR Branches Group
Ramon R. Monteloyola

South NCRBG Cluster A
Rossana S. Coronel

South NCRBG Cluster B
Mylene B. Macapagal

South NCRBG Cluster C
Ma. Cielito D. Valdivia

North Luzon Branches Group
Nomerlito A. Juatchon

Central Luzon Branches Group
Althon C. Ferolino
 
Southeast Luzon Branches Group
Marilou L. Villafranca

Southwest Luzon Branches Group
Ananias O. Lugo, Jr.

East Visayas Branches Group
Manuel Jose Mari S. Infante

West Visayas Branches Group
Mauricio C. Feliciano

East Mindanao Branches Group
Camilo C. Leyba

West Mindanao Branches Group
Khurshid U. Kalabud

CORPORATE SERVICES 
SECTOR
Julio D. Climaco, Jr.

Corporate Affairs Department
Catherine Rowena B. Villanueva

Facilities  and Procurement 
Services Group
Annalene M. Bautista

Procurement Department
Alwin I. Reyes

Facilities Management Department
Hermie DL. Villa

Project Management and 
Engineering Department
Alexander S. Lazaro

Human Resource Management 
Group
Voltaire Pablo P. Pablo III

Employee Relations Department
Voltaire Pablo P. Pablo III

Organization Development Department
Emmanuel G. Hio, Jr.

Personnel Administration Department
Joselito B. Vallada

3URYLGHQW�)XQG�2IðFH
Belina A. Llamanzares

OPERATIONS SECTOR
Andres C. Sarmiento

Technology Management Group
Alan V. Bornas

Data Center Management Department
Alden F. Abitona

H�%DQNLQJ�6\VWHPV�'HSDUWPHQW
Arthur E. Dalampan

Enterprise Systems Department
Marites D. Laserna

,7�6HFXULW\�2IðFH
Lolita L. Sumaylo

,7�3URMHFW�0DQDJHPHQW�2IðFH
Minda D. Rubio
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1HWZRUN�2SHUDWLRQV�'HSDUWPHQW
Enrique L. Sazon Jr.

5HWDLO�%DQNLQJ�6\VWHPV�'HSDUWPHQW
Grace Ofelia Lovely V. Dayo

%DQNLQJ�2SHUDWLRQV�*URXS
Conrado B. Roxas

Foreign and Domestic Remittance 
Department
Corazon A. Gatdula

International Trade Department
Susan I. Mariano

Loans Implementation Department
Maria Edelwina D. Carreon

Property Valuation and Credit 
Information Department
>PUZ[VU�9VJOLS�3��.HSHUN

%DQNLQJ�6HUYLFHV�*URXS
Antonio V. Hugo, Jr.

ATM & Cash Management Department
Janet B. Saludez

Central Clearing Department
Reynaldo C. Capa

MDS & Collections Management 
Department
Irish D. Tan

Controllership Group
@VSHUKH�+��=LSHZJV

Administrative Accounting Department
Celia G. Barretto

$JUDULDQ�$FFRXQWLQJ�2IðFH
Jaime G. Dela Cruz

Systems and Method Department
Benjamin P. Villanueva, Jr.

Treasury Operations Department
Merceditas N. Oliva

Financial Accounting Department
Ma. Eloisa C. Dayrit

TREASURY AND INVESTMENT 
BANKING SECTOR
Rabboni Francis B. Arjonillo

Investment Sales and Distribution 
Department
Lolita M. Almazar

Treasury Support Department
Joseny V. Alvarez-Guevarra

Asset and Liability Management 
Group
*OYPZ[VWOLY�4H��*HYTLSV�@��:HSHaHY

Balance Sheet Management Department
Ivy C. Sacramento

Liquidity and Reserve Management 
Department
Ma. Elizabeth L. Gener

)LQDQFLDO�0DUNHWV�*URXS
Carel D. Halog

&DSLWDO�0DUNHWV�7UDGLQJ�'HSDUWPHQW
Ma. Francia O. Titar

FX Sales and Hedging Solutions 
Department
Adelfa R. Masacupan

Rates and FX Trading Department
Christine G. Mota

,QYHVWPHQW�%DQNLQJ�*URXS
James A. Aldana

,QYHVWPHQW�%DQNLQJ�'HSDUWPHQW�,,
Florence Rosalind R. Claveria

L I S T  O F  O F F I C E R S  A N D  D E PA RT M E N T  H E A D S
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INDEPENDENT
AUDITOR’S REPORT

LAND BANK OF THE PHILIPPINES

The Board of Directors
LAND BANK OF THE PHILIPPINES
Manila

>L�OH]L�H\KP[LK�[OL�HJJVTWHU`PUN�ÄUHUJPHS�Z[H[LTLU[Z�VM�/DQG�%DQN�RI�WKH�3KLOLSSLQHV��/%3��DQG�LWV�VXEVLGLDULHV��UHIHUUHG�WR�DV�
the “Group”)�̂ OPJO�JVTWYPZL�[OL�Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU�HZ�H[�+LJLTILY�����������HUK�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL��
Z[H[LTLU[�VM�JOHUNLZ�PU�JHWP[HS�M\UKZ�HUK�Z[H[LTLU[�VM�JHZO�ÅV^Z�MVY�[OL�`LHY�[OLU�LUKLK��HUK�H�Z\TTHY`�VM�ZPNUPÄJHU[�HJJV\U[PUN�
policies and other explanatory information. 

Management’s Responsibility for the Financial Statements
4HUHNLTLU[�PZ�YLZWVUZPISL�MVY�[OL�WYLWHYH[PVU�HUK�MHPY�WYLZLU[H[PVU�VM�[OLZL�ÄUHUJPHS�Z[H[LTLU[Z�PU�HJJVYKHUJL�^P[O�7OPSPWWPUL�-PUHUJPHS�
9LWVY[PUN� :[HUKHYKZ�� HUK� MVY� Z\JO� PU[LYUHS� JVU[YVS� HZ�4HUHNLTLU[� KL[LYTPULZ� PZ� ULJLZZHY`� [V� LUHISL� [OL� WYLWHYH[PVU� VM� ÄUHUJPHS�
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility
6\Y�YLZWVUZPIPSP[`�PZ�[V�L_WYLZZ�HU�VWPUPVU�VU�[OLZL�ÄUHUJPHS�Z[H[LTLU[Z�IHZLK�VU�V\Y�H\KP[��>L�JVUK\J[LK�V\Y�H\KP[�PU�HJJVYKHUJL�^P[O�
Philippine Public Sector Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform 
[OL�H\KP[�[V�VI[HPU�YLHZVUHISL�HZZ\YHUJL�HIV\[�^OL[OLY�[OL�ÄUHUJPHS�Z[H[LTLU[Z�HYL�MYLL�MYVT�TH[LYPHS�TPZZ[H[LTLU[�

(U�H\KP[�PU]VS]LZ�WLYMVYTPUN�WYVJLK\YLZ�[V�VI[HPU�H\KP[�L]PKLUJL�HIV\[�[OL�HTV\U[Z�HUK�KPZJSVZ\YLZ�PU�[OL�ÄUHUJPHS�Z[H[LTLU[Z��;OL�
WYVJLK\YLZ�ZLSLJ[LK�KLWLUK�VU�[OL�H\KP[VY»Z�Q\KNTLU[��PUJS\KPUN�[OL�HZZLZZTLU[�VM�[OL�YPZRZ�VM�TH[LYPHS�TPZZ[H[LTLU[�VM�[OL�ÄUHUJPHS�
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
LU[P[`»Z�WYLWHYH[PVU�HUK� MHPY�WYLZLU[H[PVU�VM� [OL� ÄUHUJPHS� Z[H[LTLU[Z� PU�VYKLY� [V�KLZPNU�H\KP[�WYVJLK\YLZ� [OH[� HYL�HWWYVWYPH[L� PU� [OL�
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as 
^LSS�HZ�L]HS\H[PUN�[OL�V]LYHSS�WYLZLU[H[PVU�VM�[OL�ÄUHUJPHS�Z[H[LTLU[Z�

>L�ILSPL]L�[OH[�[OL�H\KP[�L]PKLUJL�^L�OH]L�VI[HPULK�PZ�Z\MÄJPLU[�HUK�HWWYVWYPH[L�[V�WYV]PKL�H�IHZPZ�MVY�V\Y�H\KP[�VWPUPVU�

Opinion 
0U�V\Y�VWPUPVU��[OL�ÄUHUJPHS�Z[H[LTLU[Z�WYLZLU[�MHPYS �̀�PU�HSS�TH[LYPHS�YLZWLJ[Z��[OL�ÄUHUJPHS�WVZP[PVU�VM�[OL�Group as at December 31, 2014, 
HUK�P[Z�ÄUHUJPHS�WLYMVYTHUJL�HUK�P[Z�JHZO�ÅV^Z�MVY�[OL�`LHY�[OLU�LUKLK�PU�HJJVYKHUJL�^P[O�7OPSPWWPUL�-PUHUJPHS�9LWVY[PUN�:[HUKHYKZ��

Emphasis of Matter 
>L� KYH^� H[[LU[PVU� [V� 5V[L� 5V�� ��� [V� [OL� -PUHUJPHS� :[H[LTLU[Z� ^OPJO� KPZJSVZLK�� HTVUN� V[OLYZ�� [OH[� [OL� 3)7»Z� (]HPSHISL�MVY�ZHSL�
Domestic-Private investments account includes unrestored 3,366,800 MERALCO shares with fair value of P861.901 million. Likewise, 
the corresponding cash and property dividends earned of P169.448 million and 9,488,394 shares of stock in Rockwell Land Corporation, 
respectively, were still unpaid to LBP. 

;V�JVTWLS�4,9(3*6�[V�JVTWS`�^P[O�[OL�:\WYLTL�*V\Y[�KLJPZPVU��3)7�ÄSLK�[OL�7L[P[PVU�[V�*P[L�4,9(3*6�HUK�V[OLY�9LZWVUKLU[Z�PU�
Indirect Contempt before the Supreme Court on April 14, 2015. 

6\Y�VWPUPVU�PZ�UV[�TVKPÄLK�PU�YLZWLJ[�VM�[OL�HIV]L�TH[[LY��

COMMISSION ON AUDIT 

CORA D. MARQUEZ
Supervising Auditor 

14 August 2015
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STATEMENT OF 
FINANCIAL POSITION

LAND BANK OF THE PHILIPPINES

December 31, 2014 (In thousand pesos)

				    NOTE	 GROUP	 PARENT	
					   
ASSETS				    2014	 2013	 2014	 2013
Cash and other cash items   		  4	  24,249,017 	  20,355,855 	  24,247,689 	  20,354,849 
Due from Bangko Sentral ng Pilipinas		  5 	  229,351,507 	  249,580,208 	  229,351,507 	  249,497,118 
Due from other banks 		  6 	  6,385,039 	  3,196,281 	  6,285,385 	  3,140,487 
Interbank loans receivable 		  7 	  17,243,602 	  7,036,608 	  17,243,602 	  7,036,608 
Securities purchased under agreements to resell 		  8 	  56,390,000 	  6,122,000 	  56,390,000 	  6,122,000 
-PUHUJPHS�HZZL[Z�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ�	 �	  �	 ������������	 �����������	 ������������	 �����������
Available for sale investments 		  10 	  191,341,109 	  179,836,155 	  191,341,109 	  179,836,155 
Held to maturity investments 		  11 	  95,814,860 	  40,904,585 	  95,025,587 	  40,101,183 
Loans and receivables - net		  12 & 17	  402,186,672 	  322,410,939 	  401,265,229 	  321,002,300 
Investments in subsidiaries 		  13 	 0 	 0 	  485,826 	  485,826 
Investment property - net  		  14 	  6,808,754 	  7,286,826 	  6,689,560 	  7,155,984 
Property and equipment - net 		  15 	  5,943,421 	  5,069,832 	  5,478,999 	  4,981,525 
Non-current assets held for sale		   	 247,327 	  35,524 	  223,573 	  8,816 
Other resources - net  		  16 	  7,798,320 	  5,079,250 	  7,765,981 	  5,013,183 
Deferred income tax 		  22 	  65,171 	  66,790 	 0 	 0 
						      1,058,637,639 	  849,327,930 	  1,056,606,887 	  847,083,111 
					   
LIABILITIES AND  CAPITAL FUNDS					   
Liabilities					   
Deposit liabilities 		  18	  912,579,675 	  703,759,154 	  912,951,636 	  704,058,139 
Bills payable 		  19	  20,241,128 	  23,854,363 	  20,241,128 	  23,570,363 
Unsecured subordinated debt 		  20	  10,500,000 	  17,434,000 	  10,500,000 	  17,434,000 
Derivative liabilities			    45,034 	  302,393 	  45,034 	  302,393 
Deposits from other banks			    8,621 	  5,101 	  8,621 	  5,101 
Treasurer’s, Manager’s and Cashier’s checks			    1,496,752 	  1,114,721 	  1,496,752 	  1,114,721 
Payment order payable			    99,378 	  57,298 	  99,378 	  57,298 
Marginal deposits			    314,271 	  551,994 	  314,271 	  551,994 
Cash letters of credit			    8,502,862 	  2,224,936 	  8,502,862 	  2,224,936 
Other liabilities  		  21	  19,852,722 	  17,883,479 	  19,766,047 	  17,808,016 
						       973,640,443 	  767,187,439 	  973,925,729 	  767,126,961 
					   
Capital Funds		  30				  
Common stock 			    11,971,000 	  11,971,000 	  11,971,000 	  11,971,000 
Paid-in surplus			    101,098 	  101,098 	  101,098 	  101,098 
Retained earnings free 			    19,684,110 	  17,403,361 	  17,876,610 	  15,839,741 
Retained earnings reserve			    27,035,769 	  24,481,711 	  26,837,732 	  24,176,674 
<UKP]PKLK�WYVÄ[Z			   �������� ���	 ������ � ���	 ������ �� ��	 ������������
Revaluation increment			    61,200 	  61,200 	 0 	 0 
Net unrealized gains on securities available for sale			   13,500,091 	  16,332,210 	  13,505,325 	  16,337,526 
						       84,997,196 	  82,140,491 	  82,681,158 	  79,956,150 
						       1,058,637,639 	  849,327,930 	  1,056,606,887 	  847,083,111

;OL 5V[LZ VU WHNLZ ��� [V ��� MVYT WHY[ VM [OLZL ÄUHUJPHS Z[H[LTLU[Z�
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STATEMENT OF 
COMPREHENSIVE INCOME

LAND BANK OF THE PHILIPPINES

For the year ended December 31, 2014 (In thousand pesos)

				    GROUP	 PARENT	
					   
					     NOTE	 2014	 2013	 2014	 2013
INTEREST INCOME					   
Loans		   			   19,909,873 	  17,359,647 	  19,677,443 	  17,132,296 
Investments			    9,673,580 	  9,643,490 	  9,645,497 	  9,616,452 
Due from Bangko Sentral ng Pilipinas			    1,810,162 	  800,451 	  1,810,162 	  800,451 
Deposit in banks			    11,672 	  3,382 	  11,362 	  3,355 
Others				     	 1,848 	  3,078 	  1,848 	  3,078 
						       31,407,135 	  27,810,048 	  31,146,312 	  27,555,632 
INTEREST EXPENSE					   
Deposit liabilities			    4,896,023 	  4,462,200 	  4,903,215 	  4,471,694 
Unsecured subordinated debt			    868,768 	  1,119,590 	  866,643 	  1,119,590 
Borrowed funds			    838,907 	  891,118 	  838,907 	  882,469 
Others		   			   1,182 	  361 	  1,225 	  3,928 
						       6,604,880 	  6,473,269 	  6,609,990 	  6,477,681 
NET INTEREST INCOME			    24,802,255 	  21,336,779 	  24,536,322 	  21,077,951 
PROVISION FOR CREDIT LOSSES  		  17	  65,792 	  1,478,035 	  45,063 	  1,463,467 
NET INTEREST INCOME AFTER PROVISION					   
    FOR CREDIT LOSSES			    24,736,463 	  19,858,744 	  24,491,259 	  19,614,484 
					   
OTHER OPERATING INCOME					   
Gain from sale/redemption/reclass of non-trading of FA and Liab		   1,429,733 	  8,652,501 	  1,429,733 	  8,652,501 
Foreign exchange gains from revaluation 			    1,753,071 	  1,991,355 	  1,753,071 	  1,991,355 
Dividends				     1,671,015 	  1,331,354 	  1,671,015 	  1,331,354 
Fees and commission			    1,300,013 	  971,039 	  1,206,370 	  893,714 
Gain from dealings in foreign currency 			    602,143 	  636,136 	  591,828 	  625,574 
Miscellaneous - net			    1,053,122 	  1,158,429 	  1,012,501 	  980,659 
						       7,809,097 	  14,740,814 	  7,664,518 	  14,475,157 
OTHER OPERATING EXPENSES					   
*VTWLUZH[PVU�HUK�MYPUNL�ILULÄ[Z�			   �����������	 �������� ��	 �����������	 ����� �����
3VZZ�VU�ÄUHUJPHS�HZZL[Z�HUK�SPHIPSP[PLZ���OLSK�MVY�[YHKPUN�		  ��� �����	 ��� �������	 ��� �����	 ��� �������
Taxes and licenses			    2,129,446 	  2,443,222 	  2,098,970 	  2,415,845 
Depreciation and amortization			    740,219 	  723,336 	  719,774 	  711,050 
Rent					      818,351 	  592,117 	  871,351 	  703,340 
Miscellaneous expenses			    7,054,349 	  6,480,151 	  7,054,267 	  6,284,238 
		   				    18,757,892 	  19,687,821 	  18,712,073 	  19,512,411 
INCOME BEFORE INCOME TAX			    13,787,668 	  14,911,737 	  13,443,704 	  14,577,230 
PROVISION FOR INCOME TAX  		  22	  1,143,740 	  3,121,826 	  1,054,311 	  3,047,119 
NET INCOME			    12,643,928 	  11,789,911 	  12,389,393 	  11,530,111 
OTHER COMPREHENSIVE INCOME					   
	 Net unrealized losses on securities 					   
		  available for sale			    (2,832,119)	  (8,363,555)	  (2,832,200)	  (8,364,064)
						       (2,832,119)	  (8,363,555)	  (2,832,200)	  (8,364,064)
TOTAL COMPREHENSIVE INCOME			    9,811,809 	  3,426,356 	  9,557,193 	  3,166,047 

;OL 5V[LZ VU WHNLZ ��� [V ��� MVYT WHY[ VM [OLZL ÄUHUJPHS Z[H[LTLU[Z�
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STATEMENT OF 
CASH FLOWS

LAND BANK OF THE PHILIPPINES

December 31, 2014 (In thousand pesos)

			   	 GROUP	 PARENT	
				    2014	 2013	 2014	 2013
CASH FLOWS FROM OPERATING ACTIVITIES				  
Interest received	  30,288,471 	  27,866,660 	  30,025,854 	  27,614,861 
Interest paid	  (6,162,229)	  (6,473,782)	  (6,166,763)	  (6,478,367)
Fees and commission	  1,300,013 	  971,039 	  1,206,370 	  893,714 
3VZZ�VU�ÄUHUJPHS�HZZL[Z�HUK�SPHIPSP[PLZ�OLSK�MVY�[YHKPUN	 ���� �����	 ���� �������	 ���� �����	 ���� �������
Gain  from dealings in foreign currency 	  602,143 	  636,136 	  591,828 	  625,574 
Miscellaneous income	  1,053,122 	  1,158,436 	  1,012,501 	  980,659 
General and administrative expenses	  (17,300,887)	  (17,388,154)	  (17,294,407)	  (17,201,427)
Operating income before changes in operating 				  
    assets and liabilities  	  9,351,493 	  4,801,635 	  8,946,243 	  4,466,314 
Changes in operating assets and liabilities				  
    (Increase)/Decrease  in operating assets				  
          Interbank loans receivable	  (10,206,994)	  4,131,500 	  (10,206,994)	  4,131,500 
����������-PUHUJPHS�HZZL[Z�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ	 �������������	 �����������	 �������������	 �����������
          Loans and receivable 	  (79,418,327)	  (29,310,622)	  (79,883,000)	  (29,410,270)
          Other resources 	  (2,098,333)	  475,359 	  (2,130,874)	  486,058 
    Increase/(Decrease)  in operating liabilities				  
          Deposit liabilities	  208,820,521 	  160,055,425 	  208,893,497 	  160,209,133 
          Derivative liabilities	  (257,359)	  255,452 	  (257,359)	  255,452 
          Marginal deposits	  (237,723)	  (202,440)	  (237,723)	  (202,440)
          Treasurer’s, Manager’s and Cashier’s Checks	  382,031 	  (261,461)	  382,031 	  (261,461)
          Other liabilities	  6,737,645 	  3,587,994 	  6,809,250 	  3,727,013 
Net cash generated from operations	  120,607,191 	  144,999,342 	  119,849,308 	  144,867,799 
Income taxes paid	  (168,341)	  (3,009,307)	  (144,995)	  (2,985,961)
Net cash generated from operating activities 	  120,438,850 	  141,990,035 	  119,704,313 	  141,881,838 
CASH FLOWS FROM INVESTING ACTIVITIES				  
Additions to property and equipment	  (1,388,727)	  (835,473)	  (998,082)	  (819,471)
(Additions)/Disposals of investment property	  329,339 	  (518,337)	  320,800 	  (504,273)
Disposals of Non-current assets held for sale	  (211,803)	  11,386 	  (214,757)	  10,283 
Dividends received	  1,671,015 	  1,331,354 	  1,671,015 	  1,331,354 
Gain from investment securities	  1,429,733 	  8,652,501 	  1,429,733 	  8,652,501 
Decrease/(increase) in:				  
          Available for sale investments	  (14,337,073)	  522,230 	  (14,337,155)	  521,721 
          Held to maturity investments	  (54,910,275)	  2,642,635 	  (54,924,404)	  3,170,642 
		  Investment in subsidiaries	 0 	 0 	 0 	 0 
Net cash provided by/used in investing activities	  (67,417,791)	  11,806,296 	  (67,052,850)	  12,362,757 
CASH FLOWS FROM FINANCING ACTIVITIES				  
Cash dividends paid	  (6,123,852)	  (6,451,468)	  (6,000,000)	  (6,308,000)
Other charges to capital	  (973,607)	  918,022 	  (972,955)	  917,393 
Increase/(decrease) in:				  
          Bills payable	  (3,621,452)	  (3,256,427)	  (3,337,452)	  (3,240,427)
          Unsecured subordinated debt	  (6,934,000)	 0 	  (6,934,000)	 0 
5L[�JHZO�\ZLK�PU�ÄUHUJPUN�HJ[P]P[PLZ	  (17,652,911)	  (8,789,873)	  (17,244,407)	  (8,631,034)
EFFECTS OF EXCHANGE RATE CHANGES ON				  
     CASH AND CASH EQUIVALENTS	  1,753,071 	  1,991,355 	  1,753,071 	  1,991,355 
NET INCREASE IN CASH AND 				  
     CASH  EQUIVALENTS	  37,121,219 	  146,997,813 	 37,160,127   	  147,604,916
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR				  
Cash and other cash items	  20,355,855 	  17,868,379 	  20,354,849 	  17,867,540 
Due from Bangko Sentral ng Pilipinas	  249,580,208 	  85,202,557 	  249,497,118 	  85,096,569 
Due from other banks	  3,196,281 	  4,185,595 	  3,140,487 	  3,545,429 
Securities purchased under agreements to resell 	  6,122,000 	  25,000,000 	  6,122,000 	  25,000,000 
	  			   279,254,344 	  132,256,531 	  279,114,454 	  131,509,538 
CASH AND CASH EQUIVALENTS AT END OF YEAR				  
Cash and other cash items	  24,249,017 	  20,355,855 	  24,247,689 	  20,354,849 
Due from Bangko Sentral ng Pilipinas	  229,351,507 	  249,580,208 	  229,351,507 	  249,497,118 
Due from other banks	  6,385,039 	  3,196,281 	  6,285,385 	  3,140,487 
Securities purchased under agreements to resell 	  56,390,000 	  6,122,000 	  56,390,000 	  6,122,000 
	  			   316,375,563 	  279,254,344 	  316,274,581 	  279,114,454 

;OL 5V[LZ VU WHNLZ ��� [V ��� MVYT WHY[ VM [OLZL ÄUHUJPHS Z[H[LTLU[Z�
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NOTES TO FINANCIAL STATEMENTS
(Amounts in thousands, except as indicated)

LAND BANK OF THE PHILIPPINES

1.	 Corporate Information

;OL� 3HUK�)HUR� VM� [OL� 7OPSPWWPULZ� �7HYLU[�� PZ� H� ÄUHUJPHS� PUZ[P[\[PVU�^OVSS`�V^ULK� I`� [OL�5H[PVUHS�.V]LYUTLU[�� � ;OL� 7HYLU[�^HZ� LZ[HISPZOLK� PU� � ��� HZ� [OL� ÄUHUJPHS�
PU[LYTLKPHY`�VM�[OL�3HUK�9LMVYT�7YVNYHT�VM�[OL�NV]LYUTLU[���3H[LY��P[�ILJHTL�[OL�ÄYZ[�\UP]LYZHS�IHUR�I`�JOHY[LY�^P[O�L_WHUKLK�JVTTLYJPHS�IHURPUN�WV^LYZ�[V�Z\Z[HPU�P[Z�
social mission of spurring countryside development. 

The Parent is a depository bank of the government and its various instrumentalities.  The Parent services the requirements of the national government, local government 
units and government-owned and controlled corporations.  As of December 31, 2014, 69 percent of the deposit portfolio came from the government while the rest came 
from private depositors. 

;OL�7HYLU[�HUK�P[Z�Z\IZPKPHYPLZ��.YV\W��HYL�LUNHNLK�PU�[OL�I\ZPULZZ�VM�IHURPUN��ÄUHUJPUN��SLHZPUN��YLHS�LZ[H[L��PUZ\YHUJL�IYVRLYPUN�HUK�V[OLY�YLSH[LK�ZLY]PJLZ�[V�WLYZVUHS��
commercial, corporate and institutional clients.  The Group’s products and services include deposit-taking, lending and related services, treasury and capital market 
operations, trade services, payments and cash management, and trust services.

;OL�7HYLU[»Z�WYPUJPWHS�VMÄJL�VM�I\ZPULZZ�PZ�SVJH[LK�H[�[OL�3HUK)HUR�7SHaH���� ��4�/��+LS�7PSHY�JVYULY�+Y��1��8\PU[VZ�:[YLL[Z��4HSH[L��4HUPSH�

;OL�HJJVTWHU`PUN�JVTWHYH[P]L�ÄUHUJPHS�Z[H[LTLU[Z�VM�[OL�7HYLU[�^LYL�H\[OVYPaLK�MVY�PZZ\L�I`�[OL�7HYLU[»Z�)VHYK�VM�+PYLJ[VYZ�VU�-LIY\HY`����������^OPSL�[OVZL�VM�[OL�
subsidiaries were approved for issue by their respective Board of Directors on various dates.

��� :\TTHY` VM :PNUPÄJHU[ (JJV\U[PUN 7VSPJPLZ

2.1	 Basis of Financial Statements Preparation

;OL�HJJVTWHU`PUN�ÄUHUJPHS�Z[H[LTLU[Z�OH]L�ILLU�WYLWHYLK�VU�H�OPZ[VYPJHS�JVZ[�IHZPZ�L_JLW[�MVY�ÄUHUJPHS�HZZL[Z�HUK�ÄUHUJPHS�SPHIPSP[PLZ�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ�
�-=73���H]HPSHISL�MVY��ZHSL��(-:��PU]LZ[TLU[Z��HUK�KLYP]H[P]L�ÄUHUJPHS�PUZ[Y\TLU[Z�[OH[�OH]L�ILLU�TLHZ\YLK�H[�MHPY�]HS\L�

;OL� ÄUHUJPHS� Z[H[LTLU[Z� VM� [OL�7HYLU[� PUJS\KL� [OL� HJJV\U[Z�THPU[HPULK� PU� [OL�9LN\SHY�)HURPUN�<UP[� �9)<�� HUK� -VYLPNU�*\YYLUJ`�+LWVZP[�<UP[� �-*+<��� ;OL� ÄUHUJPHS�
statements individually prepared for these units are combined after eliminating inter-unit accounts.

;OL�M\UJ[PVUHS�J\YYLUJ`�VM�9)<�HUK�-*+<�PZ�7OPSPWWPUL�7LZV�HUK�<UP[LK�:[H[LZ�+VSSHY��<:+���YLZWLJ[P]LS �̀�-VY�ÄUHUJPHS�YLWVY[PUN�W\YWVZLZ��-*+<�HJJV\U[Z�HUK�MVYLPNU�
currency-denominated accounts in the RBU are translated in Philippine Peso based on the Philippine Dealing System (PDS) closing rate prevailing at end of the year. 

;OL�JVUZVSPKH[LK�ÄUHUJPHS�Z[H[LTLU[Z�HYL�WYLZLU[LK�PU�7OPSPWWPUL�WLZV��HUK�HSS�]HS\LZ�HYL�YV\UKLK�[V�[OL�ULHYLZ[�[OV\ZHUK�WLZVZ��7�����L_JLW[�^OLU�V[OLY^PZL�PUKPJH[LK�

2.2	 Statement of Compliance

;OL�JVUZVSPKH[LK�ÄUHUJPHS�Z[H[LTLU[Z�VM�[OL�.YV\W�HUK�VM�[OL�7HYLU[�OH]L�ILLU�WYLWHYLK�PU�JVTWSPHUJL�^P[O�[OL�7OPSPWWPUL�-PUHUJPHS�9LWVY[PUN�:[HUKHYKZ��7-9:��

2.3	 Basis of Consolidation

;OL�JVUZVSPKH[LK�ÄUHUJPHS�Z[H[LTLU[Z�PUJS\KL�[OL�ÄUHUJPHS�Z[H[LTLU[Z�VM�[OL�7HYLU[�HUK�[OL�MVSSV^PUN�^OVSS`�V^ULK�Z\IZPKPHYPLZ!

		  Country of		  Functional	
	 Name	 Incorporation	 Principal Activity	 Currency
			 
	 LBP Leasing Corporation	 Philippines	 Leasing	 Philippine peso
	 LBP Insurance Brokerage Inc. 	 Philippines	 Insurance brokerage	 Philippine peso
	 LBP Resources and Development Corporation	 Philippines	 Real estate	 Philippine peso
	 Masaganang Sakahan, Inc.	 Philippines	 Trading	 Philippine peso
	 LBP Financial Services-Italy	 Italy	 Financial services	 Euro

;OL�JVUZVSPKH[LK�ÄUHUJPHS�Z[H[LTLU[Z�^LYL�WYLWHYLK�\ZPUN�JVUZPZ[LU[�HJJV\U[PUN�WVSPJPLZ�MVY�SPRL�[YHUZHJ[PVUZ�HUK�V[OLY�L]LU[Z�PU�ZPTPSHY�JPYJ\TZ[HUJLZ���(SS�ZPNUPÄJHU[�
inter-company balances and transactions have been eliminated in consolidation.

:PNUPÄJHU[ (JJV\U[PUN 7VSPJPLZ

Foreign currency translation

Transactions and balances

;OL�IVVRZ�VM�HJJV\U[Z�VM� [OL�9)<�HYL�THPU[HPULK� PU�7OPSPWWPUL�7LZV��^OPSL� [OVZL�VM� [OL�-*+<�HYL�THPU[HPULK� PU�<:+�� �-VY�ÄUHUJPHS� YLWVY[PUN�W\YWVZLZ�� [OL� MVYLPNU�
currency-denominated monetary assets and liabilities in the RBU are translated in Philippine Peso based on the Philippine Dealing System (PDS) closing rate prevailing at the 
Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU�KH[L��-VYLPNU�L_JOHUNL�KPMMLYLUJLZ�HYPZPUN�MYVT�YL]HS\H[PVU�HUK�[YHUZSH[PVU�VM�MVYLPNU�J\YYLUJ`�KLUVTPUH[LK�HZZL[Z�HUK�SPHIPSP[PLZ�HYL�JYLKP[LK�
to or charged against operations in the year in which the rates change.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions.  
Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

Fair Value Measurement

;OL�TL[OVKZ�HUK�HZZ\TW[PVUZ�\ZLK�I`�[OL�.YV\W�PU�LZ[PTH[PUN�[OL�MHPY�]HS\L�VM�[OL�ÄUHUJPHS�PUZ[Y\TLU[Z�PUJS\KL�[OL�MVSSV^PUN!

Cash and cash equivalents and short-term investments – Carrying amounts approximate fair values due to the relatively short-term maturity of these instruments.
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Debt securities – Fair values are generally based upon quoted market prices.  If the market prices are not readily available, fair values are estimated using either values 
obtained from counterparties or independent parties offering pricing services, values based on adjusted quoted market prices of comparable investments or values 
JVTW\[LK�\ZPUN�[OL�KPZJV\U[LK�JHZO�ÅV^�TL[OVKVSVN �̀

Equity securities - Fair values are based on quoted prices published in markets. 

3VHUZ�HUK�YLJLP]HISLZ�¶�-HPY�]HS\LZ�VM�SVHUZ�HYL�LZ[PTH[LK�\ZPUN�[OL�KPZJV\U[LK�JHZO�ÅV^�TL[OVKVSVN`�\ZPUN�[OL�7HYLU[»Z�J\YYLU[�PUJYLTLU[HS�SLUKPUN�YH[LZ�MVY�ZPTPSHY�
types of loans.

4VY[NHNL�SVHUZ�¶�-HPY�]HS\LZ�VM�SVHUZ�VU�YLHS�LZ[H[L�HYL�LZ[PTH[LK�\ZPUN�[OL�KPZJV\U[LK�JHZO�ÅV^�TL[OVKVSVN`�\ZPUN�[OL�7HYLU[»Z�J\YYLU[�PUJYLTLU[HS�SLUKPUN�YH[LZ�MVY�
similar types of loans.

Short-term investments – Carrying amounts approximate fair values.

6[OLYZ�¶�8\V[LK�THYRL[�WYPJLZ�HYL�UV[�YLHKPS`�H]HPSHISL�MVY�[OLZL�HZZL[Z���;OL`�HYL�UV[�YLWVY[LK�H[�MHPY�]HS\L�HUK�HYL�UV[�ZPNUPÄJHU[�PU�YLSH[PVU�[V�[OL�.YV\W»Z�[V[HS�WVY[MVSPV�
of securities.

Obligations to repurchase securities are recorded at cost which approximates fair value.

3PHIPSP[PLZ� ¶�-HPY� ]HS\LZ�HYL�LZ[PTH[LK�\ZPUN� [OL�KPZJV\U[LK�JHZO� ÅV^�TL[OVKVSVN`�\ZPUN� [OL�7HYLU[»Z�J\YYLU[� PUJYLTLU[HS�IVYYV^PUN� YH[LZ� MVY� ZPTPSHY�IVYYV^PUNZ�^P[O�
TH[\YP[PLZ�JVUZPZ[LU[�^P[O�[OVZL�YLTHPUPUN�MVY�[OL�SPHIPSP[`�ILPUN�]HS\LK���,_JLW[�MVY�[OL�SVUN�[LYT�Ä_LK�YH[LZ�SPHIPSP[PLZ�HUK�ÅVH[PUN�YH[L�SPHIPSP[PLZ�^P[O�YLWYPJPUN�WLYPVKZ�IL`VUK�
three months, the carrying values approximate fair values due to the relatively short term maturities of the liabilities or frequency of the repricing.

Financial Instruments 
 
Date of recognition

7\YJOHZLZ�VY�ZHSLZ�VM�ÄUHUJPHS�HZZL[Z�[OH[�YLX\PYL�KLSP]LY`�VM�HZZL[Z�^P[OPU�[OL�[PTL�MYHTL�LZ[HISPZOLK�I`�YLN\SH[PVU�VY�JVU]LU[PVU�PU�[OL�THYRL[WSHJL�HYL�YLJVNUPaLK�VU�[OL�
settlement date - the date that an asset is delivered to or by the Group.  Securities transactions are also recognized on settlement date basis.  Deposits, amounts due to 
banks and customers and loans are recognized when cash is received by the Group or advanced to the borrowers.

0UP[PHS YLJVNUP[PVU VM ÄUHUJPHS PUZ[Y\TLU[Z

(SS�ÄUHUJPHS�PUZ[Y\TLU[Z��PUJS\KPUN�[YHKPUN�HUK�PU]LZ[TLU[�ZLJ\YP[PLZ�HUK�SVHUZ�HUK�YLJLP]HISLZ��HYL�PUP[PHSS`�TLHZ\YLK�H[�MHPY�]HS\L���,_JLW[�MVY�ÄUHUJPHS�HZZL[Z�HUK�ÄUHUJPHS�
SPHIPSP[PLZ�]HS\LK�H[�-=73��[OL�PUP[PHS�TLHZ\YLTLU[�VM�ÄUHUJPHS� PUZ[Y\TLU[Z�PUJS\KLZ�[YHUZHJ[PVU�JVZ[Z��;OL�.YV\W�JSHZZPÄLZ�P[Z�ÄUHUJPHS�HZZL[Z�PU�[OL�MVSSV^PUN�JH[LNVYPLZ!�
ÄUHUJPHS�HZZL[Z�H[�-=73��/;4�PU]LZ[TLU[Z��(-:�PU]LZ[TLU[Z��HUK�SVHUZ�HUK�YLJLP]HISLZ�^OPSL�ÄUHUJPHS�SPHIPSP[PLZ�HYL�JSHZZPÄLK�HZ�ÄUHUJPHS�SPHIPSP[PLZ�H[�-=73�HUK�ÄUHUJPHS�
SPHIPSP[PLZ�JHYYPLK�H[�HTVY[PaLK�JVZ[���;OL�JSHZZPÄJH[PVU�KLWLUKZ�VU�[OL�W\YWVZL�MVY�^OPJO�[OL�PU]LZ[TLU[Z�^LYL�HJX\PYLK�HUK�^OL[OLY�[OL`�HYL�X\V[LK�PU�HU�HJ[P]L�THYRL[���
4HUHNLTLU[�KL[LYTPULZ�[OL�JSHZZPÄJH[PVU�VM�P[Z�PU]LZ[TLU[Z�H[�PUP[PHS�YLJVNUP[PVU�HUK��^OLYL�HSSV^LK�HUK�HWWYVWYPH[L��YL�L]HS\H[LZ�Z\JO�KLZPNUH[PVU�H[�L]LY`�YLWVY[PUN�KH[L�

9LJSHZZPÄJH[PVU VM ÄUHUJPHS HZZL[Z

(�ÄUHUJPHS�HZZL[�PZ�YLJSHZZPÄLK�V\[�VM�[OL�-=73�JH[LNVY`�^OLU�[OL�MVSSV^PUN�JVUKP[PVUZ�HYL�TL[!

�	 [OL�ÄUHUJPHS�HZZL[�PZ�UV�SVUNLY�OLSK�MVY�[OL�W\YWVZL�VM�ZLSSPUN�VY�YLW\YJOHZPUN�P[�PU�[OL�ULHY�[LYT"�HUK

�	 [OLYL�PZ�H�YHYL�JPYJ\TZ[HUJL�

(�ÄUHUJPHS�HZZL[� [OH[� PZ� YLJSHZZPÄLK�V\[�VM� [OL�-=73�JH[LNVY`� PZ� YLJSHZZPÄLK�H[� P[Z� MHPY�]HS\L�VU� [OL�KH[L�VM� YLJSHZZPÄJH[PVU�� �(U`�NHPU�VY� SVZZ�HSYLHK`� YLJVNUPaLK� PU� [OL�
JVUZVSPKH[LK�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL�PZ�UV[�YL]LYZLK���;OL�MHPY�]HS\L�VM�[OL�ÄUHUJPHS�HZZL[�VU�[OL�KH[L�VM�YLJSHZZPÄJH[PVU�ILJVTLZ�P[Z�UL^�JVZ[�VY�HTVY[PaLK�
cost, as applicable.

Determination of fair value

;OL�MHPY�]HS\L�MVY�ÄUHUJPHS�PUZ[Y\TLU[Z�[YHKLK�PU�HJ[P]L�THYRL[Z�H[�[OL�Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU�KH[L�PZ�IHZLK�VU�[OLPY�X\V[LK�THYRL[�WYPJL�VY�KLHSLY�WYPJL�X\V[H[PVUZ�
�IPK�WYPJL�MVY�SVUN�WVZP[PVUZ�HUK�HZR�WYPJL�MVY�ZOVY[�WVZP[PVUZ���^P[OV\[�HU`�KLK\J[PVU�MVY�[YHUZHJ[PVU�JVZ[Z���>OLU�J\YYLU[�IPK�HUK�HZRPUN�WYPJLZ�HYL�UV[�H]HPSHISL��[OL�WYPJL�
VM�[OL�TVZ[�YLJLU[�[YHUZHJ[PVU�PZ�\ZLK�ZPUJL�P[�WYV]PKLZ�L]PKLUJL�VM�[OL�J\YYLU[�MHPY�]HS\L�HZ�SVUN�HZ�[OLYL�OHZ�UV[�ILLU�H�ZPNUPÄJHU[�JOHUNL�PU�LJVUVTPJ�JPYJ\TZ[HUJLZ�
since the time of the transaction.

-VY�HSS�V[OLY�ÄUHUJPHS�PUZ[Y\TLU[Z�UV[�SPZ[LK�PU�HU�HJ[P]L�THYRL[��[OL�MHPY�]HS\L�PZ�KL[LYTPULK�I`�\ZPUN�HWWYVWYPH[L�]HS\H[PVU�[LJOUPX\LZ���=HS\H[PVU�[LJOUPX\LZ�PUJS\KL�UL[�
present value techniques, comparison to similar instruments for which market observable prices exist, options pricing models, and other relevant valuation models.

‘Day 1’ difference

>OLYL�[OL�[YHUZHJ[PVU�WYPJL� PU�H�UVU�HJ[P]L�THYRL[� PZ�KPMMLYLU[� MYVT�[OL�MHPY�]HS\L�MYVT�V[OLY�VIZLY]HISL�J\YYLU[�THYRL[�[YHUZHJ[PVUZ�MVY�[OL�ZHTL�PUZ[Y\TLU[�VY�IHZLK�
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 
º+H`��»�KPMMLYLUJL��PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL���0U�JHZLZ�^OLYL�[OL�[YHUZHJ[PVU�WYPJL�\ZLK�PZ�THKL�VM�KH[H�^OPJO�PZ�UV[�VIZLY]HISL��[OL�KPMMLYLUJL�IL[^LLU�
the transaction price and model value is only recognized in the statement of comprehensive income when the inputs become observable or when the instrument is 
KLYLJVNUPaLK���-VY�LHJO�[YHUZHJ[PVU��[OL�.YV\W�KL[LYTPULZ�[OL�HWWYVWYPH[L�TL[OVK�VM�YLJVNUPaPUN�[OL�º+H`��»�KPMMLYLUJL�HTV\U[�

(a)	 -PUHUJPHS HZZL[Z KLZPNUH[LK H[ MHPY ]HS\L [OYV\NO WYVÄ[ VY SVZZ �-=73�

-=73�JVUZPZ[Z�VM�ZLJ\YP[PLZ�OLSK�MVY�[YHKPUN�HUK�ÄUHUJPHS�HZZL[Z�[OH[�HYL�]VS\U[HYPS`�KLZPNUH[LK�HZ�-=73�VU�[YHKL�KH[L�

The FVPL category includes government debt securities purchased and held principally with the intention of selling them in the near term.  These securities are carried at 
MHPY�THYRL[�]HS\L��IHZLK�WYPTHYPS`�VU�X\V[LK�THYRL[�WYPJLZ��VY�PM�X\V[LK�THYRL[�WYPJLZ�HYL�UV[�H]HPSHISL��KPZJV\U[LK�JHZO�ÅV^Z�\ZPUN�THYRL[�YH[LZ�[OH[�HYL�JVTTLUZ\YH[L�
with the credit quality and maturity of the investments.

9LHSPaLK�HUK�\UYLHSPaLK�NHPUZ�HUK�SVZZLZ�VU�[OLZL�PUZ[Y\TLU[Z�HYL�YLJVNUPaLK�\UKLY�[OL�[YHKPUN�HUK�MVYLPNU�L_JOHUNL�WYVÄ[Z�HJJV\U[Z�PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�
income.  

(b)	 Loans and receivables, amounts due from BSP and other banks, interbank loans receivable and securities purchased under resale agreements

;OLZL�HYL�ÄUHUJPHS�HZZL[Z�^P[O�Ä_LK�VY�KL[LYTPUHISL�WH`TLU[Z�HUK�Ä_LK�TH[\YP[PLZ�[OH[�HYL�UV[�X\V[LK�PU�HU�HJ[P]L�THYRL[���;OL`�HYL�UV[�LU[LYLK�PU[V�^P[O�[OL�PU[LU[PVU�
VM�PTTLKPH[L�VY�ZOVY[�[LYT�YLZHSL�HUK�HYL�UV[�JSHZZPÄLK�HZ�V[OLY�ÄUHUJPHS�HZZL[Z�OLSK�MVY�[YHKPUN��KLZPNUH[LK�HZ�(-:�PU]LZ[TLU[Z�VY�ÄUHUJPHS�HZZL[Z�KLZPNUH[LK�H[�-=73�
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(c)	 Held-to-Maturity (HTM) investments

/;4�PU]LZ[TLU[Z�HYL�X\V[LK�UVU�KLYP]H[P]L�ÄUHUJPHS�HZZL[Z�^P[O�Ä_LK�VY�KL[LYTPUHISL�WH`TLU[Z�HUK�Ä_LK�TH[\YP[PLZ�MVY�^OPJO�[OL�.YV\W»Z�THUHNLTLU[�OHZ�[OL�WVZP[P]L�
PU[LU[PVU�HUK�HIPSP[`�[V�OVSK�[V�TH[\YP[ �̀��>OLYL�[OL�.YV\W�ZLSSZ�V[OLY�[OHU�HU�PUZPNUPÄJHU[�HTV\U[�VM�/;4�PU]LZ[TLU[Z�VY�[OVZL�JSVZL�[V�TH[\YP[ �̀�[OL�LU[PYL�JH[LNVY`�̂ V\SK�IL�
[HPU[LK�HUK�YLJSHZZPÄLK�HZ�(-:�PU]LZ[TLU[Z���;OLZL�PU]LZ[TLU[Z�HYL�JHYYPLK�H[�HTVY[PaLK�JVZ[�\ZPUN�[OL�LMMLJ[P]L�PU[LYLZ[�YH[L�TL[OVK��YLK\JLK�I`�HU`�PTWHPYTLU[�PU�]HS\L���
Gains and losses are recognized in statement of comprehensive income when the HTM investments are derecognized or impaired, as well as through the amortization 
process.

(d)	 Available-for-sale (AFS) investments

(-:�PU]LZ[TLU[Z�HYL�[OVZL�^OPJO�KV�UV[�X\HSPM`�[V�IL�JSHZZPÄLK�HZ�KLZPNUH[LK�HZ�-=73��/;4�VY� SVHUZ�HUK�YLJLP]HISLZ���;OL`�HYL�W\YJOHZLK�HUK�OLSK� PUKLÄUP[LS �̀�I\[�
which the Group anticipates to sell in response to liquidity requirements or changes in market conditions. AFS investments are carried at fair market value.  The effective 
yield component (including premium, discounts and directly attributable transaction costs) and foreign exchange restatement results of available-for-sale debt securities 
are reported in earnings.  Dividends on AFS equity instruments are recognized in the statement of comprehensive income when the entity’s right to receive payment is 
established.  The unrealized gains and losses arising from the recognition of fair value changes on AFS assets are reported as a separate component of capital funds in the 
Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU��

Impairment of Financial Assets

;OL�.YV\W�KL[LYTPULZ�H[�LHJO�YLWVY[PUN�KH[L�^OL[OLY�[OLYL�PZ�VIQLJ[P]L�L]PKLUJL�[OH[�H�ÄUHUJPHS�HZZL[�TH`�IL�PTWHPYLK�

Financial assets carried at amortized cost

(�ÄUHUJPHS�HZZL[�VY�H�NYV\W�VM�ÄUHUJPHS�HZZL[Z�PZ�PTWHPYLK�HUK�PTWHPYTLU[�SVZZLZ�HYL�PUJ\YYLK�PM��HUK�VUS`�PM��[OLYL�PZ�VIQLJ[P]L�L]PKLUJL�VM�PTWHPYTLU[�HZ�H�YLZ\S[�VM�VUL�VY�
TVYL�L]LU[Z�[OH[�VJJ\YYLK�HM[LY�[OL�PUP[PHS�YLJVNUP[PVU�VM�[OL�HZZL[��H�ºSVZZ�L]LU[»��HUK�[OH[�SVZZ�L]LU[�OHZ�HU�PTWHJ[�VU�[OL�LZ[PTH[LK�M\[\YL�JHZO�ÅV^Z�VM�[OL�ÄUHUJPHS�HZZL[�
VY�NYV\W�VM�ÄUHUJPHS�HZZL[Z�[OH[�JHU�IL�YLSPHIS`�LZ[PTH[LK�

;OL�.YV\W�ÄYZ[�HZZLZZLZ�^OL[OLY�VIQLJ[P]L�L]PKLUJL�VM�PTWHPYTLU[�L_PZ[Z�PUKP]PK\HSS`�MVY�ÄUHUJPHS�HZZL[Z�[OH[�HYL�PUKP]PK\HSS`�ZPNUPÄJHU[��HUK�PUKP]PK\HSS`�VY�JVSSLJ[P]LS`�MVY�
HZZL[Z�[OH[�HYL�UV[�PUKP]PK\HSS`�ZPNUPÄJHU[���0M�P[�PZ�KL[LYTPULK�[OH[�UV�VIQLJ[P]L�L]PKLUJL�VM�PTWHPYTLU[�L_PZ[Z�MVY�PUKP]PK\HSS`�HZZLZZLK�ÄUHUJPHS�HZZL[��^OL[OLY�ZPNUPÄJHU[�VY�
UV[��[OL�HZZL[�PZ�PUJS\KLK�PU�H�NYV\W�VM�ÄUHUJPHS�HZZL[Z�^P[O�ZPTPSHY�JYLKP[�YPZR�JOHYHJ[LYPZ[PJZ��P�L���VU�[OL�IHZPZ�VM�[OL�.YV\W»Z�ZJVYPUN�WYVJLZZ�[OH[�JVUZPKLYZ�HZZL[�[LYT��
PUK\Z[Y`�HUK�JVSSH[LYHS��HUK�[OH[�NYV\W�VM�HZZL[Z�PZ�JVSSLJ[P]LS`�HZZLZZLK�MVY�PTWHPYTLU[���;OVZL�JOHYHJ[LYPZ[PJZ�HYL�YLSL]HU[�[V�[OL�LZ[PTH[PVU�VM�M\[\YL�JHZO�ÅV^Z�MVY�NYV\W�VM�
such assets by being indicative of the debtors’ 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 on loans and receivables carried at amortized cost has been incurred, the amount of the loss is measured as the 
KPMMLYLUJL�IL[^LLU� [OL�HZZL[»Z�JHYY`PUN�HTV\U[�HUK� [OL�WYLZLU[� ]HS\L�VM� [OL�LZ[PTH[LK� M\[\YL�JHZO�ÅV^Z� �L_JS\KPUN� M\[\YL�JYLKP[� SVZZLZ� [OH[�OH]L�UV[�ILLU� PUJ\YYLK��
KPZJV\U[LK�H[�[OL�ÄUHUJPHS�HZZL[»Z�VYPNPUHS�LMMLJ[P]L�PU[LYLZ[�YH[L���;OL�JHYY`PUN�HTV\U[�VM�[OL�HZZL[�PZ�YLK\JLK�[OYV\NO�\ZL�VM�HU�HSSV^HUJL�HJJV\U[�

The amount of loss is charged to current operations.  If a loan or HTM investment has a variable interest rate, the discount rate for measuring any impairment loss is the 
current effective interest rate determined under the contract.

If, in a subsequent year, the amount of the estimated impairment loss decreases because of an event occurring after the impairment was recognized, any amounts formerly 
JOHYNLK�HYL�JYLKP[LK�[V�º7YV]PZPVU�MVY�JYLKP[�HUK�PTWHPYTLU[�SVZZLZ»�PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL�HUK�[OL�HSSV^HUJL�HJJV\U[��YLK\JLK���;OL�/;4�PU]LZ[TLU[Z��
together with the associated allowance accounts, are written off when there is no realistic prospect of future recovery and all collateral has been realized.

;OL�JHSJ\SH[PVU�VM�[OL�WYLZLU[�]HS\L�VM�[OL�LZ[PTH[LK�M\[\YL�JHZO�ÅV^Z�VM�H�JVSSH[LYHSPaLK�ÄUHUJPHS�HZZL[�YLÅLJ[Z�[OL�JHZO�ÅV^Z�[OH[�TH`�YLZ\S[�MYVT�MVYLJSVZ\YL�SLZZ�JVZ[Z�
for obtaining and selling the collateral, whether or not foreclosure is probable.

-\[\YL�JHZO�ÅV^Z�PU�H�NYV\W�VM�ÄUHUJPHS�HZZL[Z�[OH[�HYL�JVSSLJ[P]LS`�L]HS\H[LK�MVY�PTWHPYTLU[�HYL�LZ[PTH[LK�VU�[OL�IHZPZ�VM�[OL�JVU[YHJ[\HS�JHZO�ÅV^Z�VM�[OL�HZZL[Z�HUK�
OPZ[VYPJHS�SVZZ�L_WLYPLUJL�MVY�HZZL[Z�^P[O�ZPTPSHY�JYLKP[�YPZR�JOHYHJ[LYPZ[PJZ���/PZ[VYPJHS�SVZZ�L_WLYPLUJL�PZ�HKQ\Z[LK�VU�[OL�IHZPZ�VM�J\YYLU[�VIZLY]HISL�KH[H�[V�YLÅLJ[�[OL�LMMLJ[Z�
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.

,Z[PTH[LZ�VM�JOHUNLZ�PU�M\[\YL�JHZO�ÅV^Z�MVY�NYV\WZ�VM�HZZL[Z�HYL�THKL�[V�YLÅLJ[�HUK�IL�KPYLJ[PVUHSS`�JVUZPZ[LU[�^P[O�JOHUNLZ�PU�YLSH[LK�VIZLY]HISL�KH[H�MYVT�WLYPVK�[V�
period (such as changes in unemployment rates, property prices, payment status, or other factors indicative of changes in the probability of losses in the group and their 
THNUP[\KL����;OL�TL[OVKVSVN`�HUK�HZZ\TW[PVUZ�\ZLK�MVY�LZ[PTH[PUN�M\[\YL�JHZO�ÅV^Z�HYL�YL]PL^LK�YLN\SHYS`�I`�[OL�.YV\W�[V�YLK\JL�HU`�KPMMLYLUJLZ�IL[^LLU�SVZZ�LZ[PTH[LZ�
and actual loss experience.

>OLU�H�SVHU�PZ�\UJVSSLJ[PISL�� P[� PZ�^YP[[LU�VMM�HNHPUZ[�[OL�YLSH[LK�HSSV^HUJL�MVY� SVHU�PTWHPYTLU[��:\JO�SVHUZ�HYL�^YP[[LU�VMM�HM[LY�HSS�[OL�ULJLZZHY`�WYVJLK\YLZ�OH]L�ILLU�
completed and the amount of the loss has been determined.  Subsequent recoveries of amounts previously written off are charged to income. 

Restructured loans

>OLYL�WVZZPISL��[OL�.YV\W�ZLLRZ�[V�YLZ[Y\J[\YL�SVHUZ�YH[OLY�[OHU�[V�[HRL�WVZZLZZPVU�VM�JVSSH[LYHS���;OPZ�TH`�PU]VS]L�L_[LUKPUN�[OL�WH`TLU[�HYYHUNLTLU[Z�HUK�[OL�HNYLLTLU[�
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 
[OL�SVHU»Z�VYPNPUHS�LMMLJ[P]L�PU[LYLZ[�YH[L���;OL�KPMMLYLUJL�IL[^LLU�[OL�YLJVYKLK�]HS\L�VM�[OL�VYPNPUHS�SVHU�HUK�[OL�WYLZLU[�]HS\L�VM�[OL�YLZ[Y\J[\YLK�JHZO�ÅV^Z��KPZJV\U[LK�H[�
[OL�VYPNPUHS�LMMLJ[P]L�PU[LYLZ[�YH[L��PZ�YLJVNUPaLK�PU�º7YV]PZPVU�MVY�JYLKP[�SVZZLZ»�PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL�

Assets Carried at Cost

If there is objective evidence that an impairment loss on an unquoted equity instruments that are not carried at fair value because its fair value cannot be reliably measured, 
or on a derivative asset that is linked to and must be settled by delivery of such unquoted equity instrument has been incurred, the amount of the loss is measured as the 
KPMMLYLUJL�IL[^LLU�[OL�HZZL[»Z�JHYY`PUN�HTV\U[�HUK�[OL�WYLZLU[�]HS\L�VM�LZ[PTH[LK�M\[\YL�JHZO�ÅV^Z�KPZJV\U[LK�H[�[OL�J\YYLU[�THYRL[�YH[L�VM�YL[\YU�MVY�H�ZPTPSHY�ÄUHUJPHS�
asset.

AFS Investments

If an AFS investment is impaired, an amount comprising the difference between its cost (net of any principal payment and amortization) and its current fair value, less any 
PTWHPYTLU[�SVZZ�VU�[OH[�ZLJ\YP[`�WYL]PV\ZS`�YLJVNUPaLK�PU�WYVÄ[�VY�SVZZ�¶�PZ�YLTV]LK�MYVT�LX\P[`�HUK�YLJVNUPaLK�PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL���0TWHPYTLU[�
losses on equity instruments recognized in the statement of comprehensive income are not reversed through the statement of comprehensive income.  If, in a subsequent 
WLYPVK��[OL�MHPY�]HS\L�VM�H�KLI[�PUZ[Y\TLU[�JSHZZPÄLK�HZ�(-:�PU]LZ[TLU[�PUJYLHZLZ�HUK�[OL�PUJYLHZL�JHU�IL�VIQLJ[P]LS`�YLSH[LK�[V�HU�L]LU[�VJJ\YYPUN�HM[LY�[OL�PTWHPYTLU[�SVZZ�
^HZ�YLJVNUPaLK�PU�WYVÄ[�VY�SVZZ��[OL�PTWHPYTLU[�SVZZ�PZ�YL]LYZLK�[OYV\NO�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL�
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Derecognition of Financial Assets and Liabilities

Financial Assets.��(�ÄUHUJPHS�HZZL[��VY��^OLYL�HWWSPJHISL��H�WHY[�VM�H�ÄUHUJPHS�HZZL[�VY�WHY[�VM�H�NYV\W�VM�ZPTPSHY�ÄUHUJPHS�HZZL[Z��PZ�KLYLJVNUPaLK�^OLU!

�	 [OL�YPNO[Z�[V�YLJLP]L�JHZO�ÅV^Z�MYVT�[OL�HZZL[�OH]L�L_WPYLK"

�	 [OL�.YV\W�YL[HPUZ�[OL�YPNO[�[V�YLJLP]L�JHZO�ÅV^Z�MYVT�[OL�HZZL[��I\[�OHZ�HZZ\TLK�HU�VISPNH[PVU�[V�WH`�[OLT�PU�M\SS�^P[OV\[�TH[LYPHS�KLSH`�[V�H�[OPYK�WHY[`�\UKLY�H�ºWHZZ�
through’ arrangement; or

�	 [OL�.YV\W�OHZ�[YHUZMLYYLK�P[Z�YPNO[Z�[V�YLJLP]L�JHZO�ÅV^Z�MYVT�[OL�HZZL[�HUK�LP[OLY��H��OHZ�[YHUZMLYYLK�Z\IZ[HU[PHSS`�HSS�[OL�YPZRZ�HUK�YL^HYKZ�VM�[OL�HZZL[��VY��I��OHZ�
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

>OLYL�[OL�.YV\W�OHZ�[YHUZMLYYLK�P[Z�YPNO[Z�[V�YLJLP]L�JHZO�ÅV^Z�MYVT�HU�HZZL[�HUK�OHZ�ULP[OLY�[YHUZMLYYLK�UVY�YL[HPULK�Z\IZ[HU[PHSS`�HSS�[OL�YPZRZ�HUK�YL^HYKZ�VM�[OL�HZZL[�
nor transferred control of the asset, the asset is recognized to the extent of the Group’s continuing involvement in the asset.  Continuing involvement that takes the form 
of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of consideration that the Group 
JV\SK�IL�YLX\PYLK�[V�YLWH �̀��>OLYL�JVU[PU\PUN�PU]VS]LTLU[�[HRLZ�[OL�MVYT�VM�H�^YP[[LU�HUK�VY�W\YJOHZL�VW[PVU��PUJS\KPUN�H�JHZO�ZL[[SLK�VW[PVU�VY�ZPTPSHY�WYV]PZPVU��VU�[OL�
transferred asset, the extent of the Group’s continuing involvement is the amount of the transferred asset that the Group may repurchase, except that in the case of a written 
put option (including a cash-settled option or similar provision) on an asset measured at fair value, the extent of the Group’s continuing involvement is limited to the lower of 
the fair value of the transferred asset and the option exercise price.

Financial Liabilities.��(�ÄUHUJPHS�SPHIPSP[`�PZ�KLYLJVNUPaLK�^OLU�[OL�VISPNH[PVU�\UKLY�[OL�SPHIPSP[`�PZ�KPZJOHYNLK�VY�JHUJLSSLK�VY�L_WPYLK���>OLU�HU�L_PZ[PUN�ÄUHUJPHS�SPHIPSP[`�PZ�
YLWSHJLK�I`�HUV[OLY�MYVT�[OL�ZHTL�SLUKLY�VU�Z\IZ[HU[PHSS`�KPMMLYLU[�[LYTZ��VY�[OL�[LYTZ�VM�HU�L_PZ[PUN�SPHIPSP[`�HYL�Z\IZ[HU[PHSS`�TVKPÄLK��Z\JO�HU�L_JOHUNL�VY�TVKPÄJH[PVU�
PZ�[YLH[LK�HZ�H�KLYLJVNUP[PVU�VM�[OL�VYPNPUHS�SPHIPSP[`�HUK�[OL�YLJVNUP[PVU�VM�H�UL^�SPHIPSP[ �̀�HUK�[OL�KPMMLYLUJL�PU�[OL�YLZWLJ[P]L�JHYY`PUN�HTV\U[Z�PZ�YLJVNUPaLK�PU�WYVÄ[�VY�SVZZ�

Derivative Instruments

;OL�.YV\W�LU[LYZ�PU[V�KLYP]H[P]L�JVU[YHJ[Z�Z\JO�HZ�J\YYLUJ`�MVY^HYKZ�HUK�J\YYLUJ`�Z^HWZ�[V�THUHNL�P[Z�MVYLPNU�L_JOHUNL�L_WVZ\YL��;OLZL�KLYP]H[P]L�ÄUHUJPHS�PUZ[Y\TLU[Z�
are initially recorded at fair value on the date at which the derivative contract is entered into and are subsequently remeasured at fair value.  Any gains or losses arising 
from changes in fair values of derivatives (except those accounted for as accounting hedges) are taken directly to the statement of comprehensive income.  Derivatives are 
carried as assets when the fair value is positive and as liabilities when the fair value is negative.  Derivative instruments are booked at its notional amount under contingent 
account on trade date and subsequently measured using the mark to forward methods.  Any gains/(losses) arising from the market valuation are booked under asset 
HJJV\U[�¸+LYP]H[P]LZ�^P[O�WVZP[P]L�MHPY�]HS\L¸�PM�[OL�THYRL[�]HS\H[PVU�PZ�WVZP[P]L�HUK�\UKLY�[OL�SPHIPSP[`�HJJV\U[�¸+LYP]H[P]LZ�^P[O�ULNH[P]L�MHPY�]HS\L¹�PM�[OL�THYRL[�]HS\H[PVU�PZ�
negative contra foreign exchange gain/(loss) account. 

-VY�[OL�W\YWVZL�VM�OLKNL�HJJV\U[PUN��OLKNLZ�HYL�JSHZZPÄLK�WYPTHYPS`�HZ�LP[OLY!�H��H�OLKNL�VM�[OL�MHPY�]HS\L�VM�HU�HZZL[��SPHIPSP[`�VY�H�ÄYT�JVTTP[TLU[��MHPY�]HS\L�OLKNL�"�VY�I��
H�OLKNL�VM�[OL�L_WVZ\YL�[V�]HYPHIPSP[`�PU�JHZO�ÅV^Z�H[[YPI\[HISL�[V�HU�HZZL[�VY�SPHIPSP[`�VY�H�MVYLJHZ[LK�[YHUZHJ[PVU��JHZO�ÅV^�OLKNL��

The Group did not apply hedge accounting treatment for its derivative transactions.

;OL�.YV\W�OHZ�JLY[HPU�KLYP]H[P]LZ� [OH[�HYL�LTILKKLK� PU�OVZ[�ÄUHUJPHS�JVU[YHJ[Z� �Z\JO�HZ�Z[Y\J[\YLK�UV[LZ��KLI[� PU]LZ[TLU[Z��HUK� SVHU� YLJLP]HISLZ��HUK�UVU�ÄUHUJPHS�
contracts (such as purchase orders, lease contracts and service agreements).  These embedded derivatives include credit default swaps (which are linked to a reference 
bond), and calls and puts in debt and equity securities; conversion options in loans receivable; and foreign-currency derivatives in debt instruments, lease contracts, 
purchase orders and service agreements.

,TILKKLK�KLYP]H[P]LZ�HYL�ZLWHYH[LK�MYVT�[OLPY�OVZ[�JVU[YHJ[Z�HUK�JHYYPLK�H[�MHPY�]HS\L�^P[O�MHPY�]HS\L�JOHUNLZ�ILPUN�YLWVY[LK�[OYV\NO�WYVÄ[�VY�SVZZ��^OLU�[OL�LU[PYL�O`IYPK�
JVU[YHJ[Z��JVTWVZLK�VM�IV[O�[OL�OVZ[�JVU[YHJ[�HUK�[OL�LTILKKLK�KLYP]H[P]L��HYL�UV[�HJJV\U[LK�MVY�HZ�ÄUHUJPHS�PUZ[Y\TLU[Z�H[�-=73�HUK�^OLU�[OLPY�LJVUVTPJ�YPZRZ�HUK�
characteristics are not closely related to those of their respective host contracts.

6MMZL[[PUN�ÄUHUJPHS�PUZ[Y\TLU[Z

6MMZL[[PUN�VM�ÄUHUJPHS�HZZL[Z�HUK�ÄUHUJPHS�SPHIPSP[PLZ�HYL�VUS`�THKL�HUK�[OL�UL[�HTV\U[�HYL�YLWVY[LK�PU�[OL�Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU�^OLU�[OLYL�PZ�H�SLNHSS`�LUMVYJLHISL�
right to offset the recognized amounts and the Group intends to either settle on a net basis, or to realize the asset and the liability simultaneously.

Fiduciary Activities

(ZZL[Z�HUK�PUJVTL�HYPZPUN�MYVT�ÄK\JPHY`�HJ[P]P[PLZ�[VNL[OLY�^P[O�YLSH[LK�\UKLY[HRPUNZ�[V�YL[\YU�Z\JO�HZZL[Z�[V�J\Z[VTLYZ�HYL�L_JS\KLK�MYVT�[OL�ÄUHUJPHS�Z[H[LTLU[Z�^OLYL�
[OL�.YV\W�HJ[Z�PU�H�ÄK\JPHY`�JHWHJP[`�Z\JO�HZ�UVTPULL��[Y\Z[LL�VY�HNLU[�

Subsequent Events

(U`�WVZ[�`LHY�LUK�L]LU[�[OH[�WYV]PKLZ�HKKP[PVUHS�PUMVYTH[PVU�HIV\[�[OL�.YV\W»Z�WVZP[PVU�H[�[OL�Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU�KH[L��HKQ\Z[PUN�L]LU[��PZ�YLÅLJ[LK�PU�[OL�ÄUHUJPHS�
Z[H[LTLU[Z���7VZ[�`LHY�LUK�L]LU[Z�[OH[�HYL�UVU�HKQ\Z[PUN�L]LU[Z��PM�HU �̀�HYL�KPZJSVZLK�PU�[OL�5V[LZ�[V�[OL�ÄUHUJPHS�Z[H[LTLU[Z��^OLU�TH[LYPHS�

Impairment of Property and Equipment, Investment Property and Other Resources

At each reporting date, the Group assesses whether there is any indication that the property and equipment and investment properties may be impaired.

>OLYL�HU�PUKPJH[VY�VM�PTWHPYTLU[�L_PZ[Z��[OL�.YV\W�THRLZ�H�MVYTHS�LZ[PTH[L�VM�YLJV]LYHISL�HTV\U[���>OLYL�[OL�JHYY`PUN�HTV\U[�VM�HU�HZZL[�L_JLLKZ�P[Z�YLJV]LYHISL�HTV\U[��
the asset is considered impaired and is written down to its recoverable amount.  Recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less 
JVZ[Z�[V�ZLSS�HUK�P[Z�]HS\L�PU�\ZL�HUK�PZ�KL[LYTPULK�MVY�HU�PUKP]PK\HS�HZZL[��\USLZZ�[OL�HZZL[�KVLZ�UV[�NLULYH[L�JHZO�PUÅV^Z�[OH[�HYL�SHYNLS`�PUKLWLUKLU[�VM�[OVZL�MYVT�V[OLY�
assets or group of assets.

Investments in Subsidiaries 

;OL�.YV\W»Z� PU]LZ[TLU[Z� PU�Z\IZPKPHYPLZ�HUK�LU[P[PLZ� PU�^OPJO� [OL�.YV\W�OHZ�JVU[YVS�HYL�HJJV\U[LK� MVY�\UKLY� [OL�JVZ[�TL[OVK�VM�HJJV\U[PUN� PU� [OL�ZLWHYH[L�ÄUHUJPHS�
Z[H[LTLU[Z���;OLZL�HYL�JHYYPLK�PU�[OL�Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU�H[�JVZ[�SLZZ�HU`�PTWHPYTLU[�PU�]HS\L�

Property and Equipment 

7YVWLY[`�HUK�LX\PWTLU[�HYL�JHYYPLK�H[�JVZ[�SLZZ�HJJ\T\SH[LK�KLWYLJPH[PVU�HUK�HTVY[PaH[PVU�HUK�HU`�PTWHPYTLU[�PU�]HS\L��>OLU�[OL�HZZL[Z�HYL�ZVSK�VY�YL[PYLK��[OLPY�JVZ[�HUK�
accumulated depreciation and amortization are eliminated from the accounts and any gain or loss resulting from their disposal is included in the statement of comprehensive 
income.
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The initial cost of property and equipment comprises its purchase price and any directly attributable cost of bringing the asset to its working condition and location for its 
PU[LUKLK�\ZL���,_WLUKP[\YLZ�PUJ\YYLK�HM[LY�[OL�Ä_LK�HZZL[Z�OH]L�ILLU�W\[�PU[V�VWLYH[PVU��Z\JO�HZ�YLWHPYZ�HUK�THPU[LUHUJL�JVZ[Z��HYL�UVYTHSS`�JOHYNLK�[V�WYVÄ[�HUK�SVZZ�PU�
the period in which the costs are incurred.

Depreciation and amortization is calculated on a straight-line basis over the estimated useful life (EUL) of the property and equipment as follows:

		  5\TILY�VM�@LHYZ
	
Buildings	 10	 -	 30
-\YUP[\YL��Ä_[\YLZ�HUK�LX\PWTLU[	 �	 �	 ��
Leasehold rights	 10	 -	 30*
Transportation equipment	 7	 -	 10

*EUL shall depend on the length of the lease. It shall be the period of the lease or the EUL of the assets, as given, whichever is shorter.

The useful life and depreciation and amortization methods are reviewed periodically to ensure that the period and method of depreciation and amortization are consistent 
^P[O�[OL�L_WLJ[LK�WH[[LYU�VM�LJVUVTPJ�ILULÄ[Z�MYVT�P[LTZ�VM�WYVWLY[`�HUK�LX\PWTLU[�

Investment properties 

7YVWLY[`� HJX\PYLK�I`� [OL�.YV\W� PU� ZL[[SLTLU[�VM� SVHUZ� [OYV\NO� MVYLJSVZ\YL�VY�KH[PVU� PU�WH`TLU[�� HUK� [OH[� PZ� UV[� ZPNUPÄJHU[S`�VJJ\WPLK�I`� [OL�.YV\W�� PZ� JSHZZPÄLK�HZ�
investment property.  Investment property comprises land and building.

Investment properties are measured at their fair value as the deemed cost as allowed under PFRS 1 and PAS 40.  Subsequent to initial recognition, investment properties 
are stated at cost less accumulated depreciation and impairment loss.  Investment properties are derecognized when they have either been disposed of or when the 
PU]LZ[TLU[�WYVWLY[`�PZ�WLYTHULU[S`�^P[OKYH^U�MYVT�\ZL�HUK�UV�M\[\YL�ILULÄ[�PZ�L_WLJ[LK�MYVT�P[Z�KPZWVZHS���(U`�NHPUZ�VY�SVZZLZ�VU�KLYLJVNUP[PVU�VM�HU�PU]LZ[TLU[�WYVWLY[`�
HYL�YLJVNUPaLK�PU�[OL�WYVÄ[�HUK�SVZZ�PU�[OL�`LHY�VM�KLYLJVNUP[PVU�

,_WLUKP[\YLZ�PUJ\YYLK�HM[LY�[OL�Ä_LK�PU]LZ[TLU[�WYVWLY[PLZ�OH]L�ILLU�W\[�PU[V�VWLYH[PVU��Z\JO�HZ�YLWHPYZ�HUK�THPU[LUHUJL�JVZ[Z��HYL�UVYTHSS`�JOHYNLK�[V�PUJVTL�PU�[OL�
period in which the costs are incurred.

Depreciation is calculated on a straight-line basis over 10 to 30 years, which is the estimated useful life of the investment properties.

Intangible Assets

Computer software

(JX\PYLK�JVTW\[LY�ZVM[^HYL�SPJLUZLZ�HYL�JHWP[HSPaLK�VU�[OL�IHZPZ�VM�[OL�JVZ[Z�PUJ\YYLK�[V�HJX\PYL�HUK�IYPUN�[V�\ZL�[OL�ZWLJPÄJ�ZVM[^HYL���;OLZL�JVZ[Z�HYL�HTVY[PaLK�VU�[OL�
IHZPZ�VM�[OL�L_WLJ[LK�\ZLM\S�SP]LZ��[OYLL�[V�Ä]L�`LHYZ��

Costs associated with developing or maintaining computer software programs are recognized as an expense as incurred.

Income Taxes

0UJVTL�[H_�VU�[OL�WYVÄ[�MVY�[OL�`LHY�JVTWYPZLZ�J\YYLU[�[H_�VUS �̀��0UJVTL�[H_�PZ�YLJVNUPaLK�PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL�L_JLW[�[V�[OL�L_[LU[�[OH[�P[�YLSH[LZ�[V�
items recognized directly in equity.  Current income tax is the expected tax payable on the taxable income for the year using tax rates enacted or substantially enacted as 
of the reporting date, and any adjustment to tax payable in respect to previous years.

+LMLYYLK�[H_�HZZL[Z�HYL�YLJVNUPaLK�MVY�[OL�M\[\YL�[H_�JVUZLX\LUJLZ�H[[YPI\[HISL�[V�[LTWVYHY`�KPMMLYLUJLZ�IL[^LLU�[OL�JHYY`PUN�HTV\U[Z�VM�HZZL[Z�HUK�SPHIPSP[PLZ�MVY�ÄUHUJPHS�
YLWVY[PUN�W\YWVZLZ�HUK�[OL�HTV\U[�\ZLK�MVY�[H_H[PVU�W\YWVZLZ�HUK�[OL�JHYY`�MVY^HYK�ILULÄ[Z�VM�[OL�UL[�VWLYH[PUN�SVZZ�JHYY`V]LY��563*6��HUK�[OL�TPUPT\T�JVYWVYH[L�
income tax (MCIT) over the regular corporate income tax.  The amount of deferred tax provided is based on the expected manner of realization or settlement of the carrying 
amounts of assets and liabilities, using tax rates that have been enacted or substantially enacted as of the reporting date.  A deferred tax asset is recognized only to the 
L_[LU[�[OH[�P[�PZ�WYVIHISL�[OH[�M\[\YL�[H_HISL�WYVÄ[Z�^PSS�IL�H]HPSHISL�HNHPUZ[�^OPJO�[OL�HZZL[�JHU�IL�\[PSPaLK���+LMLYYLK�[H_�HZZL[Z�HYL�YLK\JLK�[V�[OL�L_[LU[�[OH[�P[�PZ�UV�SVUNLY�
WYVIHISL�[OH[�[OL�YLSH[LK�[H_�ILULÄ[�^PSS�IL�YLHSPaLK���;OL�JHYY`PUN�HTV\U[�VM�[OL�KLMLYYLK�[H_�HZZL[�PZ�YL]PL^LK�H[�LHJO�YLWVY[PUN�KH[L�HUK�YLK\JLK��PM�HWWYVWYPH[L�

,TWSV`LL�)LULÄ[Z

;OL�.YV\W�THPU[HPUZ�H�KLÄULK�JVU[YPI\[PVU�WSHU�^OPJO�WYV]PKLZ�MVY�LZ[PTH[LK�WLUZPVU�ILULÄ[Z�VU�P[Z�JVU[YPI\[VY`�YL[PYLTLU[�WSHU�JV]LYPUN�HSS�YLN\SHY�LTWSV`LLZ�

Leases

(a)	 LBP Group is the lessee

	 �P�	 6WLYH[PUN�SLHZL���SLHZLZ�PU�^OPJO�Z\IZ[HU[PHSS`�HSS�YPZRZ�HUK�YL^HYKZ�VM�V^ULYZOPW�HYL�YL[HPULK�I`�HUV[OLY�WHY[ �̀�[OL�SLZZVY��HYL�JSHZZPÄLK�HZ�VWLYH[PUN�SLHZLZ��
Payments, including prepayments, made under operating leases (net of any incentives received from the lessor) are charged to the statement of comprehensive 
income on a straight-line basis over the period of the lease.

	 �PP�	 -PUHUJPHS�SLHZL���SLHZLZ�VM�HZZL[Z�^OLYL�[OL�3)7�.YV\W�OHZ�Z\IZ[HU[PHSS`�HSS�[OL�YPZRZ�HUK�YL^HYKZ�VM�V^ULYZOPW�HYL�JSHZZPÄLK�HZ�ÄUHUJL�SLHZLZ���-PUHUJL�SLHZLZ�
are capitalized at the lease’s commencement at the lower of the fair value of the leased property and the present value of the minimum lease payments.  Each lease 
WH`TLU[�PZ�HSSVJH[LK�IL[^LLU�[OL�SPHIPSP[`�HUK�[OL�ÄUHUJL�JOHYNLZ�ZV�HZ�[V�HJOPL]L�H�JVUZ[HU[�YH[L�VU�[OL�ÄUHUJL�IHSHUJL�V\[Z[HUKPUN���;OL�JVYYLZWVUKPUN�YLU[HS�
VISPNH[PVUZ��UL[�VM�ÄUHUJL�JOHYNLZ��HYL� PUJS\KLK� PU�KLMLYYLK�JYLKP[Z�HUK�V[OLY� SPHIPSP[PLZ�� �;OL� PU[LYLZ[�LSLTLU[�VM� [OL�ÄUHUJL�JVZ[� PZ�JOHYNLK�[V� [OL�Z[H[LTLU[�VM�
comprehensive income over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period.

(b)	 LBP Group is the lessor

	 �P�	 6WLYH[PUN�SLHZL���WYVWLY[PLZ�SLHZLK�V\[�\UKLY�VWLYH[PUN�SLHZLZ�HYL�PUJS\KLK�PU�PU]LZ[TLU[�WYVWLY[`�PU�[OL�Z[H[LTLU[�VM�ÄUHUJPHS�WVZP[PVU���9LU[HS�PUJVTL�\UKLY�
operating leases is recognized in the statement of comprehensive income on a straight-line basis over the period of lease.

	 �PP�	 �-PUHUJL�SLHZL���^OLU�HZZL[Z�HYL�SLHZLK�V\[�\UKLY�H�ÄUHUJL�SLHZL��[OL�WYLZLU[�]HS\L�VM�[OL�SLHZL�WH`TLU[Z�PZ�YLJVNUPaLK�HZ�H�YLJLP]HISL���;OL�KPMMLYLUJL�IL[^LLU�
the gross receivable and the present value of the receivable is recognized as unearned income.

3LHZL�PUJVTL�\UKLY�ÄUHUJL�SLHZL�PZ�YLJVNUPaLK�V]LY�[OL�[LYT�VM�[OL�SLHZL�\ZPUN�[OL�UL[�PU]LZ[TLU[�TL[OVK�ILMVYL�[H_��^OPJO�YLÅLJ[Z�H�JVUZ[HU[�WLYPVKPJ�YH[L�VM�YL[\YU�

121



Revenue Recognition 

0U[LYLZ[�PUJVTL�HUK�MLLZ�^OPJO�HYL�JVUZPKLYLK�HU�PU[LNYHS�WHY[�VM�[OL�LMMLJ[P]L�`PLSK�VM�H�ÄUHUJPHS�HZZL[�HYL�YLJVNUPaLK�\ZPUN�[OL�LMMLJ[P]L�PU[LYLZ[�TL[OVK��\USLZZ�JVSSLJ[PIPSP[`�
is in doubt.  
 
0U[LYLZ[�PZ�YLJVNUPaLK�VU�PTWHPYLK�SVHUZ�HUK�V[OLY�ÄUHUJPHS�HZZL[Z�IHZLK�VU�[OL�YH[L�\ZLK�[V�KPZJV\U[�M\[\YL�JHZO�ÅV^Z�[V�[OLPY�UL[�WYLZLU[�]HS\L���

Dividend income is recognized when the right to receive payment is established.

Gains or losses arising from the trading of securities and foreign currency are reported in the statement of comprehensive income.

Generally, commissions, service charges and fees are recognized only upon collection or accrued where there is reasonable degree of certainty as to its collectibility.

Commitment fees received to originate a loan when the loan commitment is outside the scope of PAS 39 are deferred and recognized as an adjustment to the effective 
interest rate.  If the loan commitment expires, the fee is recognized as revenue on expiry.

Borrowing Costs

Borrowing costs are expensed when incurred.

Changes in Accounting Policies and Disclosures

New and amended Standards and Interpretations

The Group applied the following applicable new and revised accounting standards. Unless otherwise indicated, these new and revised accounting standards have no impact 
to the Group. Except for these standards and amended PFRS which were adopted as of January 1, 2014, the accounting policies adopted are consistent with those of 
[OL�WYL]PV\Z�ÄUHUJPHS�`LHY�

PAS 32, Financial Instruments: Presentation – Offsetting Financial Assets and Financial Liabilities (Amendments)

;OL�HTLUKTLU[Z�JSHYPM`�[OL�TLHUPUN�VM�¸J\YYLU[S`�OHZ�H�SLNHSS`�LUMVYJLHISL�YPNO[�[V�ZL[�VMM¹�HUK�HSZV�JSHYPM`�[OL�HWWSPJH[PVU�VM�[OL�7(:����VMMZL[[PUN�JYP[LYPH�[V�ZL[[SLTLU[�
systems (such as central clearing house systems) which apply gross settlement mechanisms that are not simultaneous. The amendments have no impact on the Group’s 
ÄUHUJPHS�WVZP[PVU�VY�WLYMVYTHUJL�

PAS 36, Impairment of Assets – Recoverable Amount Disclosures for Non-Financial Assets (Amendments)

These amendments remove the unintended consequences of PFRS 13 on the disclosures required under PAS 36. In addition, these amendments require disclosure of the 
recoverable amounts for the assets or cash-generating units (CGUs) for which impairment loss has been recognized or reversed during the period. These amendments are 
effective retrospectively for annual periods beginning on or after January 1, 2014 with earlier application permitted, provided PFRS 13 is also applied. The amendments have 
UV�PTWHJ[�VU�[OL�.YV\W»Z�ÄUHUJPHS�WVZP[PVU�VY�WLYMVYTHUJL�

Investment Entities (Amendments to PFRS 10, PFRS 12 and PAS 27)

;OLZL�HTLUKTLU[Z�WYV]PKL�HU�L_JLW[PVU�[V�[OL�JVUZVSPKH[PVU�YLX\PYLTLU[�MVY�LU[P[PLZ�[OH[�TLL[�[OL�KLÄUP[PVU�VM�HU�PU]LZ[TLU[�LU[P[`�\UKLY�7-9:�����;OL�L_JLW[PVU�[V�
JVUZVSPKH[PVU�YLX\PYLZ�PU]LZ[TLU[�LU[P[PLZ�[V�HJJV\U[�MVY�Z\IZPKPHYPLZ�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ��;OPZ�HTLUKTLU[�PZ�UV[�YLSL]HU[�[V�[OL�.YV\W�ZPUJL�UVUL�VM�[OL�LU[P[PLZ�
PU�[OL�.YV\W�X\HSPÄLZ�HZ�HU�PU]LZ[TLU[�LU[P[`�\UKLY�7-9:����

Annual Improvements to PFRS/PAS (2010-2012 cycle)

In the 2010-2012 annual improvement cycle, seven amendments to six standards were issued, which included an amendment to PFRS 13, Fair Value Measurement. The 
HTLUKTLU[�[V�7-9:����PZ�LMMLJ[P]L�PTTLKPH[LS`�HUK�P[�JSHYPÄLZ�[OH[�ZOVY[�[LYT�YLJLP]HISLZ�HUK�WH`HISLZ�^P[O�UV�Z[H[LK�PU[LYLZ[�YH[LZ�JHU�IL�TLHZ\YLK�H[�PU]VPJL�HTV\U[Z�
^OLU�[OL�LMMLJ[�VM�KPZJV\U[PUN�PZ�PTTH[LYPHS��;OPZ�HTLUKTLU[�OHZ�UV�PTWHJ[�VU�[OL�.YV\W»Z�ÄUHUJPHS�WVZP[PVU�VY�WLYMVYTHUJL�

New Standards, Amendments and Interpretations not yet adopted
 
The Group intends to adopt the following standards when they become effective. Except as otherwise indicated, the Group does not expect the adoption of these new and 
HTLUKLK�Z[HUKHYKZ�[V�OH]L�ZPNUPÄJHU[�PTWHJ[�VU�P[Z�ÄUHUJPHS�Z[H[LTLU[Z�

New Standards

PFRS 9, -PUHUJPHS 0UZ[Y\TLU[Z ¶ *SHZZPÄJH[PVU HUK 4LHZ\YLTLU[ ����� ]LYZPVU� –

7-9:� �������]LYZPVU��YLÅLJ[Z�[OL�ÄYZ[�WOHZL�VU�[OL�YLWSHJLTLU[�VM�7(:�� �HUK�HWWSPLZ�[V�[OL�JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[�VM�ÄUHUJPHS�HZZL[Z�HUK�SPHIPSP[PLZ�HZ�KLÄULK�
PU�7(:�� ��-PUHUJPHS�0UZ[Y\TLU[Z!�9LJVNUP[PVU�HUK�4LHZ\YLTLU[��7-9:� �YLX\PYLZ�HSS�ÄUHUJPHS�HZZL[Z�[V�IL�TLHZ\YLK�H[�MHPY�]HS\L�H[�PUP[PHS�YLJVNUP[PVU��(�KLI[�ÄUHUJPHS�HZZL[�
may, if the fair value option (FVO) is not invoked, be subsequently measured at amortized cost if it is held within a business model that has the objective to hold the assets 
[V�JVSSLJ[�[OL�JVU[YHJ[\HS�JHZO�ÅV^Z�HUK�P[Z�JVU[YHJ[\HS�[LYTZ�NP]L�YPZL��VU�ZWLJPÄLK�KH[LZ��[V�JHZO�ÅV^Z�[OH[�HYL�ZVSLS`�WH`TLU[Z�VM�WYPUJPWHS�HUK�PU[LYLZ[�VU�[OL�WYPUJPWHS�
V\[Z[HUKPUN��(SS�V[OLY�KLI[�PUZ[Y\TLU[Z�HYL�Z\IZLX\LU[S`�TLHZ\YLK�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ��(SS�LX\P[`�ÄUHUJPHS�HZZL[Z�HYL�TLHZ\YLK�H[�MHPY�]HS\L�LP[OLY�[OYV\NO�
V[OLY�JVTWYLOLUZP]L�PUJVTL��6*0��VY�WYVÄ[�VY�SVZZ��,X\P[`�ÄUHUJPHS�HZZL[Z�OLSK�MVY�[YHKPUN�T\Z[�IL�TLHZ\YLK�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ��-VY�-=6�SPHIPSP[PLZ��[OL�HTV\U[�
VM�JOHUNL�PU�[OL�MHPY�]HS\L�VM�H�SPHIPSP[`�[OH[�PZ�H[[YPI\[HISL�[V�JOHUNLZ�PU�JYLKP[�YPZR�T\Z[�IL�WYLZLU[LK�PU�6*0��;OL�YLTHPUKLY�VM�[OL�JOHUNL�PU�MHPY�]HS\L�PZ�WYLZLU[LK�PU�WYVÄ[�VY�
SVZZ��\USLZZ�WYLZLU[H[PVU�VM�[OL�MHPY�]HS\L�JOHUNL�PU�YLZWLJ[�VM�[OL�SPHIPSP[`»Z�JYLKP[�YPZR�PU�6*0�^V\SK�JYLH[L�VY�LUSHYNL�HU�HJJV\U[PUN�TPZTH[JO�PU�WYVÄ[�VY�SVZZ��(SS�V[OLY�7(:�
� �JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[�YLX\PYLTLU[Z�MVY�ÄUHUJPHS�SPHIPSP[PLZ�OH]L�ILLU�JHYYPLK�MVY^HYK�PU[V�7-9:� ��PUJS\KPUN�[OL�LTILKKLK�KLYP]H[P]L�ZLWHYH[PVU�Y\SLZ�HUK�[OL�
JYP[LYPH�MVY�\ZPUN�-=6��;OL�HKVW[PVU�VM�[OL�ÄYZ[�WOHZL�VM�7-9:� �^PSS�OH]L�HU�LMMLJ[�VU�[OL�JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[�VM�[OL�.YV\W»Z�ÄUHUJPHS�HZZL[Z��I\[�^PSS�WV[LU[PHSS`�
OH]L�UV�PTWHJ[�VU�[OL�JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[�VM�ÄUHUJPHS�SPHIPSP[PLZ�

7-9:� �������]LYZPVU��PZ�LMMLJ[P]L�MVY�HUU\HS�WLYPVK�ILNPUUPUN�VU�VY�HM[LY�1HU\HY`�����������;OPZ�THUKH[VY`�HKVW[PVU�KH[L�^HZ�TV]LK�[V�1HU\HY`���������^OLU�[OL�ÄUHS�
version of PFRS 9 was adopted by the Philippine Financial Reporting Standards Council (FRSC). Such adoption, however, is still for approval by the Board of Accountancy 
(BOA).

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This Interpretation covers accounting for revenue and associated expenses by entities that undertake the construction of real estate directly or through subcontractors. The 
:LJ\YP[PLZ�HUK�,_JOHUNL�*VTTPZZPVU��:,*��HUK�[OL�-9:*�OH]L�KLMLYYLK�[OL�LMMLJ[P]P[`�VM�[OPZ�PU[LYWYL[H[PVU�\U[PS�[OL�ÄUHS�9L]LU\L�Z[HUKHYK�PZ�PZZ\LK�I`�[OL�0U[LYUH[PVUHS�
(JJV\U[PUN�:[HUKHYKZ�)VHYK� �0(:)��HUK�HU�L]HS\H[PVU�VM� [OL� YLX\PYLTLU[Z�VM� [OL�ÄUHS�9L]LU\L�Z[HUKHYK�HNHPUZ[� [OL�WYHJ[PJLZ�VM� [OL�7OPSPWWPUL� YLHS�LZ[H[L� PUK\Z[Y`� PZ�
JVTWSL[LK��(KVW[PVU�VM�[OL�PU[LYWYL[H[PVU�^OLU�P[�ILJVTLZ�LMMLJ[P]L�^PSS�UV[�OH]L�HU`�PTWHJ[�VU�[OL�ÄUHUJPHS�Z[H[LTLU[Z�VM�[OL�.YV\W�
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The following new standards and amendments issued by the IASB were already adopted by the FRSC but are still for approval by BOA.

Amendments

PAS 16, Property, Plant and Equipment and PAS 38, 0U[HUNPISL (ZZL[Z ¶ *SHYPÄJH[PVU VM (JJLW[HISL 4L[OVKZ VM +LWYLJPH[PVU HUK (TVY[PaH[PVU

The revised PAS 16 and PAS 38 both establish the principle for the basis of depreciation and amortization as being the expected pattern of consumption of the future 
LJVUVTPJ�ILULÄ[Z�VM�HU�HZZL[��;OL�HTLUKTLU[Z�[V�7(:����L_WSPJP[S`�WYVOPIP[Z�YL]LU\L�IHZLK�KLWYLJPH[PVU�VM�WYVWLY[ �̀�WSHU[�HUK�LX\PWTLU[�^OPSL�[OL�HTLUKTLU[Z�[V�7(:�
38 introduce a rebuttable presumption that a revenue-based amortization method for intangible assets is inappropriate for the same reason that there are multiple factors 
[OH[�PUÅ\LUJL�YL]LU\L�HUK�[OH[�UV[�HSS�[OLZL�MHJ[VYZ�HYL�YLSH[LK�[V�[OL�^H`�[OL�HZZL[�PZ�\ZLK�VY�JVUZ\TLK��;OL�YL]PZLK�Z[HUKHYKZ�HYL�LMMLJ[P]L�MVY�WLYPVKZ�ILNPUUPUN�1HU\HY`�
1, 2016, with earlier application permitted.

PAS 16, Property, Plant and Equipment and PAS 41, Agriculture – Change in Financial Reporting for Bearer Plants

The amendments require entities to account for bearer plants in the same way as property, plant and equipment in PAS 16, Property, Plant and Equipment, because their 
operation is similar to that of manufacturing, bringing them within the scope of PAS 16, instead of PAS 41. The produce growing on bearer plants will remain within the 
scope of PAS 41. The amended standards are effective for annual periods beginning on or after January 1, 2016, with earlier application permitted. The amendments are 
not applicable to the Group.

PAS 27, Separate Financial Statements – Equity Method in Separate Financial Statements

;OL�HTLUKTLU[Z�^PSS�HSSV^�LU[P[PLZ�[V�\ZL�[OL�LX\P[`�TL[OVK�[V�HJJV\U[�MVY�PU]LZ[TLU[Z�PU�Z\IZPKPHYPLZ��QVPU[�]LU[\YLZ�HUK�HZZVJPH[LZ�PU�[OLPY�ZLWHYH[L�ÄUHUJPHS�Z[H[LTLU[Z��
,U[P[PLZ�HSYLHK`�HWWS`PUN�7-9:�HUK�LSLJ[PUN�[V�JOHUNL�[V�[OL�LX\P[`�TL[OVK�PU�P[Z�ZLWHYH[L�ÄUHUJPHS�Z[H[LTLU[Z�^PSS�OH]L�[V�HWWS`�[OH[�JOHUNL�YL[YVZWLJ[P]LS �̀�-VY�ÄYZ[�[PTL�
HKVW[LYZ�VM�7-9:�LSLJ[PUN�[V�\ZL�[OL�LX\P[`�TL[OVK�PU�P[Z�ZLWHYH[L�ÄUHUJPHS�Z[H[LTLU[Z��[OL`�^PSS�IL�YLX\PYLK�[V�HWWS`�[OPZ�TL[OVK�MYVT�[OL�KH[L�VM�[YHUZP[PVU�[V�7-9:��;OL�
amendments are effective for annual periods beginning on or after January 1, 2016, with early adoption permitted. These amendments will not have any impact on the 
.YV\W»Z�JVUZVSPKH[LK�ÄUHUJPHS�Z[H[LTLU[Z�

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint Ventures – Sale or Contribution of Assets between an Investor and its 
Associate or Joint Venture

These amendments address an acknowledged inconsistency between the requirements in PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of 
assets between an investor and its associate or joint venture. The amendments require that a full gain or loss is recognized when a transaction involves a business (whether 
it is housed in a subsidiary or not).  A partial gain or loss is recognized when a transaction involves assets that do not constitute a business, even if these assets are housed 
in a subsidiary. These amendments are effective from annual periods beginning on or after January 1, 2016.

Annual Improvements to PFRSs (2010 - 2012 cycle)

The Annual Improvements to PFRSs (2010 - 2012 cycle) which will take effect for annual periods beginning on or after January 1, 2015, contain non-urgent but necessary 
amendments to the following standards:

PFRS 2, :OHYL�IHZLK 7H`TLU[ ¶ +LÄUP[PVU VM =LZ[PUN *VUKP[PVU

;OL�HTLUKTLU[�YL]PZLK�[OL�KLÄUP[PVUZ�VM�]LZ[PUN�JVUKP[PVU�HUK�THYRL[�JVUKP[PVU�HUK�HKKLK�[OL�KLÄUP[PVUZ�VM�WLYMVYTHUJL�JVUKP[PVU�HUK�ZLY]PJL�JVUKP[PVU�[V�JSHYPM`�]HYPV\Z�
issues.  This amendment shall be prospectively applied to share-based payment transactions for which the grant date is on or after January 1, 2015.  This amendment does 
not apply to the Group as it has no share-based payments.

PFRS 3, Business Combinations – Accounting for Contingent Consideration in a Business Combination

;OL� HTLUKTLU[� JSHYPÄLZ� [OH[� H� JVU[PUNLU[� JVUZPKLYH[PVU� [OH[�TLL[Z� [OL� KLÄUP[PVU� VM� H� ÄUHUJPHS� PUZ[Y\TLU[� ZOV\SK� IL� JSHZZPÄLK� HZ� H� ÄUHUJPHS� SPHIPSP[`� VY� HZ� LX\P[`� PU�
accordance with PAS 32.

*VU[PUNLU[�JVUZPKLYH[PVU�[OH[�PZ�UV[�JSHZZPÄLK�HZ�LX\P[`�PZ�Z\IZLX\LU[S`�TLHZ\YLK�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ�^OL[OLY�VY�UV[�P[�MHSSZ�^P[OPU�[OL�ZJVWL�VM�7-9:� ��VY�
PAS 39,  if PFRS 9 is not yet adopted).  The amendment shall be prospectively applied to business combinations for which the acquisition date is on or after January 1, 
2015.  The Group shall consider this amendment for future business combinations.

Revaluation Method (Amendments to PAS 16 and PAS 38 – Proportionate Restatement of Accumulated Depreciation and Amortization)

;OL�HTLUKTLU[�JSHYPÄLZ�[OH[��\WVU�YL]HS\H[PVU�VM�HU�P[LT�VM�WYVWLY[ �̀�WSHU[�HUK�LX\PWTLU[��HUK�PU[HUNPISL�HZZL[Z��[OL�JHYY`PUN�HTV\U[�VM�[OL�HZZL[�ZOHSS�IL�HKQ\Z[LK�[V�[OL�
revalued amount, and the asset shall be treated in one of the following ways:

a.	 The gross carrying amount is adjusted in a manner that is consistent with the revaluation of the carrying amount of the asset. The accumulated depreciation or 
	 amortization at the date of revaluation is adjusted to equal the difference between the gross carrying amount and the carrying amount of the asset after taking into
	 account any accumulated impairment losses.

b.	 The accumulated depreciation or amortization is eliminated against the gross carrying amount of the asset.

The amendments also clarify that the amount of the adjustment of the accumulated amortization should form part of the increase or decrease in the carrying amount 
accounted for in accordance with the standard.

The amendment shall apply to all revaluations recognized in annual periods beginning on or after the date of initial application of this amendment and in the immediately 
preceding annual period.

PAS 24, Related Party Disclosures – Key Management Personnel

The amendments clarify that an entity is a related party of the reporting entity if the said entity, or any member of a group for which it is a part of, provides key management 
personnel services to the reporting entity or to the parent company of the reporting entity.  The amendments also clarify that a reporting entity that obtains management 
personnel services from another entity (also referred to as management entity) is not required to disclose the compensation paid or payable by the management entity to its 
employees or directors.  The reporting entity is required to disclose the amounts incurred for the key management personnel services provided by a separate management 
entity.  The amendments are applied retrospectively and affect disclosures only.
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Annual Improvement to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011 - 2013 cycle) contain non-urgent but necessary amendments to the following standards:

PFRS 1, First-time Adoption of Philippine Financial Reporting Standards – Meaning of ‘Effective PFRSs’

;OL�HTLUKTLU[�JSHYPÄLZ�[OH[�HU�LU[P[`�TH`�JOVVZL�[V�HWWS`�LP[OLY�H�J\YYLU[�Z[HUKHYK�VY�H�UL^�Z[HUKHYK�[OH[�PZ�UV[�̀ L[�THUKH[VY �̀�I\[�[OH[�WLYTP[Z�LHYS`�HWWSPJH[PVU��WYV]PKLK�
LP[OLY�Z[HUKHYK�PZ�HWWSPLK�JVUZPZ[LU[S`�[OYV\NOV\[�[OL�WLYPVKZ�WYLZLU[LK�PU�[OL�LU[P[`»Z�ÄYZ[�7-9:�ÄUHUJPHS�Z[H[LTLU[Z���;OPZ�HTLUKTLU[�PZ�UV[�HWWSPJHISL�[V�[OL�.YV\W�HZ�
P[�PZ�UV[�H�ÄYZ[�[PTL�HKVW[LY�VM�7-9:�

PFRS 13, Fair Value Measurement – Portfolio Exception

;OL�HTLUKTLU[�JSHYPÄLZ�[OH[�[OL�WVY[MVSPV�L_JLW[PVU�PU�7-9:����JHU�IL�HWWSPLK�[V�ÄUHUJPHS�HZZL[Z��ÄUHUJPHS�SPHIPSP[PLZ�HUK�V[OLY�JVU[YHJ[Z���;OL�HTLUKTLU[�PZ�LMMLJ[P]L�MVY�
annual periods beginning on or after July 1, 2014 and is applied prospectively.

PAS 40, Investment Property

;OL�HTLUKTLU[�JSHYPÄLZ�[OL�PU[LYYLSH[PVUZOPW�IL[^LLU�7-9:���HUK�7(:����^OLU�JSHZZPM`PUN�WYVWLY[`�HZ�PU]LZ[TLU[�WYVWLY[`�VY�V^ULY�VJJ\WPLK�WYVWLY[ �̀��;OL�HTLUKTLU[�
stated that judgment is needed when determining whether the acquisition of investment property is the acquisition of an asset or a group of assets or a business 
combination within the scope of PFRS 3.  This judgment is based on the guidance of PFRS 3.  This amendment is effective for annual periods beginning on or after July 1, 
�����HUK�PZ�HWWSPLK�WYVZWLJ[P]LS �̀��;OL�HTLUKTLU[�OHZ�UV�ZPNUPÄJHU[�PTWHJ[�VU�[OL�.YV\W»Z�ÄUHUJPHS�WVZP[PVU�VY�WLYMVYTHUJL�

Annual Improvements to PFRSs (2012 - 2014 cycle)

The Annual Improvements to PFRSs (2012 - 2014 cycle) are effective for annual periods beginning on or after January 1, 2016 and are not expected to have a material 
impact on the Group. They include:

PFRS 5, Non-current Assets Held for Sale and Discontinued Operations – Changes in Methods of Disposal 

;OL�HTLUKTLU[�PZ�HWWSPLK�WYVZWLJ[P]LS`�HUK�JSHYPÄLZ�[OH[�JOHUNPUN�MYVT�H�KPZWVZHS�[OYV\NO�ZHSL�[V�H�KPZWVZHS�[OYV\NO�KPZ[YPI\[PVU�[V�V^ULYZ�HUK�]PJL�]LYZH�ZOV\SK�UV[�IL�
considered to be a new plan of disposal, rather it is a continuation of the original plan.  There is, therefore, no interruption of the application of the requirements in PFRS 5.  
;OL�HTLUKTLU[�HSZV�JSHYPÄLZ�[OH[�JOHUNPUN�[OL�KPZWVZHS�TL[OVK�KVLZ�UV[�JOHUNL�[OL�KH[L�VM�JSHZZPÄJH[PVU�

PFRS 7, Financial Instruments: Disclosures – Servicing Contracts

7-9:���YLX\PYLZ�HU�LU[P[`�[V�WYV]PKL�KPZJSVZ\YLZ�MVY�HU`�JVU[PU\PUN�PU]VS]LTLU[�PU�H�[YHUZMLYYLK�HZZL[�[OH[�PZ�KLYLJVNUPaLK�PU�P[Z�LU[PYL[ �̀��;OL�HTLUKTLU[�JSHYPÄLZ�[OH[�
H�ZLY]PJPUN�JVU[YHJ[�[OH[�PUJS\KLZ�H�MLL�JHU�JVUZ[P[\[L�JVU[PU\PUN�PU]VS]LTLU[�PU�H�ÄUHUJPHS�HZZL[���(U�LU[P[`�T\Z[�HZZLZZ�[OL�UH[\YL�VM�[OL�MLL�HUK�HYYHUNLTLU[�HNHPUZ[�
the guidance in PFRS 7 in order to assess whether the disclosures are required.  The amendment is to be applied such that the assessment of which servicing contracts 
constitute continuing involvement will need to be done retrospectively.  However, comparative disclosures are not required to be provided for any period beginning before 
[OL�HUU\HS�WLYPVK�PU�^OPJO�[OL�LU[P[`�ÄYZ[�HWWSPLZ��[OL�HTLUKTLU[Z�

PFRS 7 – Applicability of the Amendments to PFRS 7 to Condensed Interim Financial Statements

;OPZ�HTLUKTLU[�PZ�HWWSPLK�YL[YVZWLJ[P]LS`�HUK�JSHYPÄLZ�[OH[�[OL�KPZJSVZ\YLZ�VU�VMMZL[[PUN�VM�ÄUHUJPHS�HZZL[Z�HUK�ÄUHUJPHS�SPHIPSP[PLZ�HYL�UV[�YLX\PYLK�PU�[OL�JVUKLUZLK�PU[LYPT�
ÄUHUJPHS�YLWVY[�\USLZZ�[OL`�WYV]PKL�H�ZPNUPÄJHU[�\WKH[L�[V�[OL�PUMVYTH[PVU�YLWVY[LK�PU�[OL�TVZ[�YLJLU[�HUU\HS�YLWVY[�

PAS 19, ,TWSV`LL )LULÄ[Z ¶ 9LNPVUHS 4HYRL[ 0ZZ\L YLNHYKPUN +PZJV\U[ 9H[L

;OPZ�HTLUKTLU[� PZ�HWWSPLK�WYVZWLJ[P]LS`�HUK�JSHYPÄLZ�[OH[�THYRL[�KLW[O�VM�OPNO�X\HSP[`�JVYWVYH[L�IVUKZ� PZ�HZZLZZLK�IHZLK�VU�[OL�J\YYLUJ`� PU�^OPJO�[OL�VISPNH[PVU� PZ�
KLUVTPUH[LK��YH[OLY�[OHU�[OL�JV\U[Y`�^OLYL�[OL�VISPNH[PVU�PZ�SVJH[LK���>OLU�[OLYL�PZ�UV�KLLW�THYRL[�MVY�OPNO�X\HSP[`�JVYWVYH[L�IVUKZ�PU�[OH[�J\YYLUJ �̀�NV]LYUTLU[�IVUK�
rates must be used.

PAS 34, Interim Financial Reporting – Disclosures of Information ‘Elsewhere in the Interim Financial Report’

;OPZ�HTLUKTLU[�PZ�HWWSPLK�YL[YVZWLJ[P]LS`�HUK�JSHYPÄLZ�[OH[�[OL�YLX\PYLK�PU[LYPT�KPZJSVZ\YLZ�T\Z[�LP[OLY�IL�PU�[OL�PU[LYPT�ÄUHUJPHS�Z[H[LTLU[Z�VY�PUJVYWVYH[LK�I`�JYVZZ�
YLMLYLUJL�IL[^LLU�[OL�PU[LYPT�ÄUHUJPHS�Z[H[LTLU[Z�HUK�^OLYL]LY�[OL`�HYL�PUJS\KLK�^P[OPU�[OL�NYLH[LY�PU[LYPT�ÄUHUJPHS�YLWVY[��L�N���PU�[OL�THUHNLTLU[�JVTTLU[HY`�VY�YPZR�
report).

Effective January 1, 2018

PFRS 9, Financial Instruments – Hedge Accounting and Amendments to PFRS 9, PFRS 7 and PAS 39 (2013 version)

PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which pertains to hedge accounting.  This version of PFRS 9 replaces the rules-
based hedge accounting model of PAS 39 with a more principles-based approach.  Changes include replacing the rules based hedge effectiveness test with an objectives-
based test that focuses on the economic relationship between the hedged item and the hedging instrument, and the effect of credit risk on that economic relationship; 
HSSV^PUN�YPZR�JVTWVULU[Z�[V�IL�KLZPNUH[LK�HZ�[OL�OLKNLK�P[LT��UV[�VUS`�MVY�ÄUHUJPHS�P[LTZ�I\[�HSZV�MVY�UVU�ÄUHUJPHS�P[LTZ��WYV]PKLK�[OH[�[OL�YPZR�JVTWVULU[�PZ�ZLWHYH[LS`�
PKLU[PÄHISL�HUK�YLSPHIS`�TLHZ\YHISL"�HUK�HSSV^PUN�[OL�[PTL�]HS\L�VM�HU�VW[PVU��[OL�MVY^HYK�LSLTLU[�VM�H�MVY^HYK�JVU[YHJ[�HUK�HU`�MVYLPNU�J\YYLUJ`�IHZPZ�ZWYLHK�[V�IL�L_JS\KLK�
from the designation of a derivative instrument as the hedging instrument and accounted for as costs of hedging.  PFRS 9 also requires more extensive disclosures for 
hedge accounting. 

7-9:� �������]LYZPVU��OHZ�UV�THUKH[VY`�LMMLJ[P]L�KH[L���;OL�THUKH[VY`�LMMLJ[P]L�KH[L�VM�1HU\HY`���������^HZ�L]LU[\HSS`�ZL[�^OLU�[OL�ÄUHS�]LYZPVU�VM�7-9:� �^HZ�HKVW[LK�
I`�[OL�-9:*���;OL�HKVW[PVU�VM�[OL�ÄUHS�]LYZPVU�VM�7-9:� ��OV^L]LY��PZ�Z[PSS�MVY�HWWYV]HS�I`��)6(�

;OL� HKVW[PVU� VM� 7-9:� �^PSS� OH]L� HU� LMMLJ[� VU� [OL� JSHZZPÄJH[PVU� HUK�TLHZ\YLTLU[� VM� [OL�.YV\W»Z� ÄUHUJPHS� HZZL[Z� I\[�^PSS� OH]L� UV� PTWHJ[� VU� [OL� JSHZZPÄJH[PVU� HUK�
TLHZ\YLTLU[�VM�[OL�.YV\W»Z�ÄUHUJPHS�SPHIPSP[PLZ���;OL�HKVW[PVU�^PSS�HSZV�OH]L�HU�LMMLJ[�VU�[OL�.YV\W»Z�HWWSPJH[PVU�VM�OLKNL�HJJV\U[PUN�

PFRS 9, -PUHUJPHS 0UZ[Y\TLU[Z ����� VY ÄUHS ]LYZPVU�

0U�1\S`�������[OL�ÄUHS�]LYZPVU�VM�7-9:� ��-PUHUJPHS�0UZ[Y\TLU[Z��^HZ�PZZ\LK���7-9:� �YLÅLJ[Z�HSS�WOHZLZ�VM�[OL�ÄUHUJPHS�PUZ[Y\TLU[Z�WYVQLJ[�HUK�YLWSHJLZ�7(:�� ��-PUHUJPHS�
0UZ[Y\TLU[Z!�9LJVNUP[PVU�HUK�4LHZ\YLTLU[��HUK�HSS�WYL]PV\Z�]LYZPVUZ�VM�7-9:� ��;OL�Z[HUKHYK�PU[YVK\JLZ�UL^�YLX\PYLTLU[Z�MVY�JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[��PTWHPYTLU[��
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 comparative information is not compulsory.  Early application of previous versions of PFRS 9 is permitted if the date of initial application is before February 1, 2015.
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;OL�HKVW[PVU�VM�7-9:� �^PSS�OH]L�HU�LMMLJ[�VU�[OL�JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[�VM�[OL�.YV\W»Z�ÄUHUJPHS�HZZL[Z�HUK�PTWHPYTLU[�TL[OVKVSVN`�MVY�ÄUHUJPHS�HZZL[Z��I\[�
^PSS�OH]L�UV�PTWHJ[�VU�[OL�JSHZZPÄJH[PVU�HUK�TLHZ\YLTLU[�VM�[OL�.YV\W»Z�ÄUHUJPHS� SPHIPSP[PLZ���;OL�HKVW[PVU�^PSS�HSZV�OH]L�HU�LMMLJ[�VU�[OL�.YV\W»Z�HWWSPJH[PVU�VM�OLKNL�
accounting. The Group is currently assessing the impact of adopting this standard.

;OL�.YV\W�JVUK\J[LK�HU�L]HS\H[PVU�VM�[OL�ÄUHUJPHS�PTWHJ[�VM�[OL�HKVW[PVU�VM�7-9:� �IHZLK�VU�[OL�H\KP[LK�ÄUHUJPHS�Z[H[LTLU[Z�HZ�VM�+LJLTILY����������HUK�KLJPKLK�UV[�
[V�LHYS`�HKVW[�7-9:� �PU�P[Z������ÄUHUJPHS�YLWVY[PUN�

��� :PNUPÄJHU[ (JJV\U[PUN 1\KNTLU[Z HUK ,Z[PTH[LZ 

;OL�WYLWHYH[PVU�VM�[OL�ÄUHUJPHS�Z[H[LTLU[Z�PU�JVTWSPHUJL�^P[O�7-9:�YLX\PYLZ�[OL�.YV\W�[V�THRL�LZ[PTH[LZ�HUK�HZZ\TW[PVUZ�[OH[�HMMLJ[�[OL�YLWVY[LK�HTV\U[Z�VM�YLZV\YJLZ��
liabilities, income and expenses and disclosure of contingent resources and contingent liabilities.  Future events may occur which will cause the assumptions used in arriving 
H[�[OL�LZ[PTH[LZ�[V�JOHUNL���;OL�LMMLJ[Z�VM�HU`�JOHUNL�PU�LZ[PTH[LZ�HYL�YLÅLJ[LK�PU�[OL�ÄUHUJPHS�Z[H[LTLU[Z�HZ�[OL`�ILJVTL�YLHZVUHIS`�KL[LYTPUHISL�

Estimates and judgments 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

In the process of applying the Group’s accounting policies, Management has made the following judgments, apart from those involving estimations, which have the most 
ZPNUPÄJHU[�LMMLJ[�VU�[OL�HTV\U[Z�YLJVNUPaLK�PU�[OL�ÄUHUJPHS�Z[H[LTLU[Z!

a.	 Operating lease commitments 

;OL�LU[P[`�OHZ�LU[LYLK�PU[V�JVTTLYJPHS�WYVWLY[`�SLHZLZ�VU�P[Z�PU]LZ[TLU[�WYVWLY[`�WVY[MVSPV���;OL�LU[P[`�OHZ�KL[LYTPULK�[OH[�P[�YL[HPUZ�HSS�[OL�ZPNUPÄJHU[�YPZRZ�HUK�YL^HYKZ�VM�
ownership of these properties which are leased out on operating leases.

b.	 Impairment losses on loans and receivables and HTM investments

The Group reviews its loans and receivables and HTM investments to assess impairment at least on an annual basis or earlier when an indicator of impairment exists. In 
determining whether an impairment loss should be recorded in the statement of comprehensive income, the Group makes judgments as to whether there is any observable 
KH[H� PUKPJH[PUN�[OH[�[OLYL� PZ�H�TLHZ\YHISL�KLJYLHZL� PU�[OL�LZ[PTH[LK�M\[\YL�JHZO�ÅV^Z�MYVT�H�WVY[MVSPV�VM�ÄUHUJPHS�HZZL[�ILMVYL�[OL�KLJYLHZL�JHU�IL� PKLU[PÄLK�^P[O�HU�
individual asset in that portfolio.  This evidence may include observable data indicating that there has been an adverse change in the payment status of borrowers in a group, 
or national or local economic conditions that correlate with defaults on assets in the group.  Management uses estimates based on historical loss experience for assets with 
JYLKP[�YPZR�JOHYHJ[LYPZ[PJZ�HUK�VIQLJ[P]L�L]PKLUJL�VM�PTWHPYTLU[�ZPTPSHY�[V�[OVZL�PU�[OL�WVY[MVSPV�^OLU�ZJOLK\SPUN�P[Z�M\[\YL�JHZO�ÅV^Z���;OL�TL[OVKVSVN`�HUK�HZZ\TW[PVUZ�
\ZLK�MVY�LZ[PTH[PUN�IV[O�[OL�HTV\U[�HUK�[PTPUN�VM�M\[\YL�JHZO�ÅV^Z�HYL�YL]PL^LK�YLN\SHYS`�[V�YLK\JL�HU`�KPMMLYLUJLZ�IL[^LLU�SVZZ�LZ[PTH[LZ�HUK�HJ[\HS�SVZZ�L_WLYPLUJL���
The carrying values of receivables from customers and HTM investments of the Group and the Parent are P498,001,532 and P496,290,816 as of December 31, 2014 and 
P363,315,524 and P361,103,483 as of December 31, 2013, respectively. 

c.	 Impairment of AFS investments 

;OL�.YV\W� KL[LYTPULZ� [OH[� H]HPSHISL�MVY�ZHSL� PU]LZ[TLU[Z� HYL� PTWHPYLK�^OLU� [OLYL� OHZ� ILLU� H� ZPNUPÄJHU[� VY� WYVSVUNLK� KLJSPUL� PU� [OL� MHPY� ]HS\L� ILSV^� P[Z� JVZ[�� ;OPZ�
KL[LYTPUH[PVU�VM�^OH[� PZ�ZPNUPÄJHU[�VY�WYVSVUNLK�YLX\PYLZ� Q\KNTLU[�� � 0U�THRPUN� [OPZ� Q\KNTLU[�� [OL�.YV\W�L]HS\H[LZ�HTVUN�V[OLY� MHJ[VYZ�� [OL�UVYTHS�]VSH[PSP[`� PU�WYPJL���
0U�HKKP[PVU�� PTWHPYTLU[�TH`�IL�HWWYVWYPH[L�^OLU�[OLYL� PZ�L]PKLUJL�VM�KL[LYPVYH[PVU�PU�[OL�ÄUHUJPHS�OLHS[O�VM�[OL�PU]LZ[LL�� PUK\Z[Y`�HUK�ZLJ[VY�WLYMVYTHUJL��JOHUNLZ�PU�
[LJOUVSVN �̀�HUK�VWLYH[PVUHS�HUK�ÄUHUJPUN�JHZO�ÅV^Z���;OL�JHYY`PUN�]HS\LZ�VM�(-:�PU]LZ[TLU[Z�VM�[OL�.YV\W�HUK�[OL�7HYLU[�HYL�7� �������� �HUK�7� �������� �HZ�VM�
December 31, 2014 and P179,836,155 and P179,836,155 as of December 31, 2013, respectively.

d.	 *SHZZPÄJH[PVU \UKLY /;4 PU]LZ[TLU[Z 

;OL�JSHZZPÄJH[PVU�VM�UVU�KLYP]H[P]L�ÄUHUJPHS�HZZL[Z�^P[O�Ä_LK�VY�KL[LYTPUHISL�WH`TLU[Z�HUK�Ä_LK�TH[\YP[`�HZ�OLSK�[V�TH[\YP[`�YLX\PYLZ�ZPNUPÄJHU[�Q\KNTLU[���0U�THRPUN�[OPZ�
judgment, the Group evaluates its intention and ability to hold such investments to maturity.  Further, the Group determines whether the investments are quoted or not; 
\UX\V[LK�KLI[�PU]LZ[TLU[Z�HYL�JSHZZPÄLK�\UKLY�3VHUZ�HUK�YLJLP]HISLZ���0M�[OL�.YV\W�MHPSZ�[V�RLLW�[OLZL�PU]LZ[TLU[Z�[V�TH[\YP[`�V[OLY�[OHU�MVY�ZWLJPÄJ�JPYJ\TZ[HUJLZ�¶�MVY�
L_HTWSL��ZLSSPUN�HU�PUZPNUPÄJHU[�HTV\U[�VY�JSVZL�[V�TH[\YP[`�¶� P[�^PSS�IL�YLX\PYLK�[V�YLJSHZZPM`�[OL�LU[PYL�OLSK�[V�TH[\YP[`�WVY[MVSPV�HZ�H]HPSHISL�MVY�ZHSL���;OL�PU]LZ[TLU[Z�
would therefore be measured at fair value instead of amortized cost.  The carrying values of held-to-maturity investments of the Group and the Parent are P95,814,860 and 
P95,025,587 as of December 31, 2014 and P40,904,585 and P40,101,183 as of December 31, 2013, respectively.

e.	 Recognition of deferred tax asset 

;OL�.YV\W�JHUUV[�`L[�LZ[HISPZO�^OLU�P[�^PSS�YLHSPaL�P[Z�KLK\J[PISL�[LTWVYHY`�KPMMLYLUJLZ�HUK�JHYY`�MVY^HYK�ILULÄ[Z�VM�563*6�HUK�4*0;���>OLU�[OL�.YV\W�PZ�HSYLHK`�PU�H�
positive tax position, the Management will review the level of deferred tax assets that it will recognize in the books. 

Estimation uncertainty

;OL�RL`�HZZ\TW[PVUZ�JVUJLYUPUN�[OL�M\[\YL�HUK�V[OLY�RL`�ZV\YJLZ�VM�LZ[PTH[PVU�\UJLY[HPU[`�H[�[OL�YLWVY[PUN�KH[L��[OH[�OH]L�H�ZPNUPÄJHU[�YPZR�VM�JH\ZPUN�H�TH[LYPHS�HKQ\Z[TLU[�
[V�[OL�JHYY`PUN�HTV\U[Z�VM�HZZL[Z�HUK�SPHIPSP[PLZ�^P[OPU�[OL�UL_[�ÄUHUJPHS�`LHY�HYL�KPZJ\ZZLK�ILSV �̂

a.	 -HPY ]HS\L VM ÄUHUJPHS PUZ[Y\TLU[Z �PUJS\KPUN KLYP]H[P]LZ�

;OL�MHPY�]HS\L�VM�ÄUHUJPHS�PUZ[Y\TLU[Z�[OH[�HYL�UV[�X\V[LK�PU�HJ[P]L�THYRL[Z�HYL�KL[LYTPULK�I`�\ZPUN�NLULYHSS`�HJJLW[LK�]HS\H[PVU�[LJOUPX\LZ���>OLYL�]HS\H[PVU�[LJOUPX\LZ�
(for example, models) are used to determine fair values, they are validated and periodically reviewed by the Risk Management Group.  All models are reviewed before they 
HYL�\ZLK�[V�LUZ\YL�[OH[�V\[W\[Z�YLÅLJ[�HJ[\HS�KH[H�HUK�JVTWHYH[P]L�THYRL[�WYPJLZ���;V�[OL�L_[LU[�WYHJ[PJHISL��TVKLSZ�\ZL�VUS`�VIZLY]HISL�KH[H��OV^L]LY��HYLHZ�Z\JO�HZ�
credit risk (both own and counterparty), volatilities and correlations require Management to make estimates.  Changes in assumptions about these factors could affect 
YLWVY[LK�MHPY�]HS\LZ�VM�ÄUHUJPHS�PUZ[Y\TLU[Z���

b.	 Useful lives of property and equipment

The Group’s Management determines the estimated useful lives and related depreciation charges for its property and equipment.  The Bank will increase the depreciation 
charge where useful lives are less than previously estimated, or it will write-off or write-down technically obsolete or non-strategic assets that have been abandoned or sold.  
The carrying values of property and equipment of the Group and the Parent are P5,943,421 and P5,478,999 as of December 31, 2014 and P5,069,832 and P4,981,525 
as of December 31, 2013, respectively.
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4.	 Cash and Other Cash Items

This account consists of:

 				    Group		  Parent
 				    2014	 2013	 2014	 2013
				  
Cash on hand				    23,991,772	 20,077,969	 23,991,754	 20,077,683
Checks and other cash items 				    242,996	 236,052	 242,996	 236,052
Returned checks and other cash items 				    8,151	 36,610	 8,151	 36,610
Petty cash fund 				    4,137	 3,857	 3,982	 3,731
Revolving fund 				    1,388	 831	 233	 237
Payroll fund 				    573	 536	 573	 536
 				    24,249,017	 20,355,855	 24,247,689	 20,354,849

5.	 Due from Bangko Sentral ng Pilipinas

This account represents the Parent’s demand and special deposits in local currency maintained with BSP to meet reserve requirements and to serve as clearing account 
for interbank claims consistent with BSP guidelines.

6.	 Due from Other Banks

This account consists of:

 				    Group		  Parent
				    2014	 2013	 2014	 2013
				  
Deposit with local banks 				    216,299	 119,205	 122,502	 69,267
Deposit with foreign banks 				    6,168,740	 3,077,076	 6,162,883	 3,071,220
 				    6,385,039	 3,196,281	 6,285,385	 3,140,487
		
The Group maintains nostro accounts on global basis with 22 foreign depository banks totaling 28 and 30 bank accounts in 2014 and 2013, respectively, the most 
ZPNUPÄJHU[�VM�^OPJO�HYL�HZ�MVSSV^Z!

		  2014	 2013
	
��	 >LSSZ�-HYNV�)HUR��5�(�	 ��	 >LSSZ�-HYNV�)HUR��5�(�
��	 :[HUKHYK�*OHY[LYLK�)HUR��5�@�	 ��	 :[HUKHYK�*OHY[LYLK�)HUR��5�@�	
��	 ;OL�)HUR�VM�5L^�@VYR	 ��	 :[HUKHYK�*OHY[LYLK�)HUR��;VR`V
4.	 Standard Chartered Bank, Frankfurt	 4.	 Mizuho Corporate Bank
��	 4Pa\OV�*VYWVYH[L�)HUR	 ��	 ;OL�)HUR�VM�5L^�@VYR
		

Deposits with foreign banks as of December 31, 2014 include special deposit account with Standard Chartered Bank - Tokyo and Bank of Tokyo-Mitsubishi, UFJ amounting 
[V�17@� �����TPSSPVU�HUK�17@�����TPSSPVU��YLZWLJ[P]LS �̀�^OPJO�HYL�YLZ[YPJ[LK�MVY�KPZI\YZLTLU[Z�VU�ZWLJPHS�SLUKPUN�WYVQLJ[Z�

7.	 Interbank Loans Receivables  

This account consists of the Parent’s loans receivable from domestic and foreign banks amounting to P17,243,602 and P7,036,608 as of December 31, 2014 and 2013, 
respectively.

Interbank loans receivable carry interest rates at December 31, as follows:

	 2014	 2013
							     
Domestic					     2.31%  to  3.22%		  2.00%  to  2.75%
Foreign					     0.05%  to  0.18%		  0.05%  to  0.35%

8.	 Securities Purchased under Agreements to Resell

This account consists of:

 				    Group		  Parent
 				    2014	 2013	 2014	 2013
Government Securities Purchased under 
     Reverse Repurchase Agreement 				    56,390,000	 6,122,000	 56,390,000	 6,122,000
 				    56,390,000	 6,122,000	 56,390,000	 6,122,000

Securities Purchased under Agreements to Resell of the Group carry interest rate at 4.00 per cent and 3.50 per cent as of December 31, 2014 and 2013, respectively.

 �� -PUHUJPHS (ZZL[Z H[ -HPY =HS\L ;OYV\NO 7YVÄ[ VY 3VZZ

This consists of:

 				    Group		  Parent
				    2014	 2013	 2014	 2013
				  
Government Securities – Domestic				    13,059,318	 6,215	 13,059,318	 6,215
Government Securities – Foreign				    399,972	 260,099	 399,972	 260,099
Private Securities – Domestic				    46,634	 92,116	 46,634	 92,116
Derivative with positive fair value				    1,306,916	 1,988,647	 1,306,916	 1,988,647
				    14,812,840	 2,347,077	 14,812,840	 2,347,077
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-PUHUJPHS�(ZZL[Z�H[�-HPY�=HS\L�;OYV\NO�7YVÄ[�VY�3VZZ��-=73��VM�[OL�.YV\W�JHYY`�PU[LYLZ[�YH[LZ�H[�+LJLTILY����HZ�MVSSV^Z!

		  2014	 2013
							     
Domestic	 1.62%  to  4.17%	 4.80%  to 10.50%
Foreign		  7.25%  to  7.39%	 1.62%  to  8.00%

Financial Assets at FVPL includes the foreign exchange (FX) risk cover of the Parent’s borrowings from multilateral agencies amounting to P1.19 billion in 2014 and P1.95 
IPSSPVU�PU������^OPJO�PZ�[YLH[LK�HZ�H�KLYP]H[P]L�ÄUHUJPHS�PUZ[Y\TLU[�WLY�):7�4VUL[HY`�)VHYK�9LZVS\[PVU�5V�������KH[LK�(\N\Z[�����������

Under a Memorandum of Agreement between the National Government (thru the Department of Finance) and the Parent, the former shall guarantee and assume the FX risk 
YLSH[PUN�[V�MVYLPNU�J\YYLUJ`�KLUVTPUH[LK�IVYYV^PUNZ�MYVT�T\S[PSH[LYHS�HNLUJPLZ��P�L��>VYSK�)HUR��(ZPHU�+L]LSVWTLU[�)HUR��10*(��L[J���^OPJO�HYL�YLSLU[�PU�SVJHS�J\YYLUJPLZ��
The fair value changes on the FX risk cover are reported immediately in the statement of comprehensive income.  As of December 31, 2014, the outstanding notional amount 
VM�[OL�-?�YPZR�JV]LY�HTV\U[LK�[V�<:������TPSSPVU�HUK�17@��� �����TPSSPVU�

Prior to 2007, the value of the FX risk cover as an option derivative varies on the movement of the foreign exchange rates of the Bills Payable.  Beginning 2007, in accordance 
with Monetary Board Resolution No. 1063 dated August 14, 2008, the Bank applied the standard option valuation model approach which resulted in a decrease in the 
derivative asset amounting to P0.76 billion and P1.46 billion in 2014 and 2013, respectively.

The derivative with positive fair value comprise of the following:

						      2014	 2013
		
Foreign Exchange Risk Cover						      1,185,749	 1,948,909
+LI[�>HYYHU[Z						      ������	 �
Forward Contracts						      37,830	 39,738
						      1,306,916	 1,988,647

The Garman-Kohlhagen valuation model used in pricing the derivative Foreign Exchange Risk Cover (FXRC) was found acceptable by the Bangko Sentral ng Pilipinas 
during the conduct of their on-site validation in 2009.

10.	 Available for Sale Investments

This account consists of:

 		  Group	 Parent
 					     2014	 2013	 2014	 2013
				  
Domestic				  
	 Government				    141,401,875	 136,723,341	 141,401,875	 136,723,341
	 Private				    15,375,784	 16,029,515	 15,375,784	 16,029,515

Foreign				  
	 Government				    24,730,076	 18,516,809	 24,730,076	 18,516,809
	 Private securities				    2,543,228	 1,307,577	 2,543,228	 1,307,577
Investment in non-marketable  	securities, net of allowance for 
	 probable losses of P1,395,864  	in 2014 and P1,436,564 in 2013			   7,290,146	 7,258,913	 7,290,146	 7,258,913
					     191,341,109	 179,836,155	 191,341,109	 179,836,155

Available-for-sale investments of the Group carry interest rates at December 31 as follows:

 		  2014	  2013
					   
Domestic	 1.62%   to   10.50%	 1.62%   to  12.87%
Foreign		  2.75%   to  10.63%	 2.75%   to  10.62%

Available-for-sale investments-Domestic Private include 42.003 million MERALCO shares of stocks with market value of P10.753 billion which are subject of legal disputes.  

In November 2008, MERALCO unlawfully cancelled the 42.003 million shares of stocks registered in the name of the Parent and reissued the same in favor of another 
individual allegedly in compliance with the Demand to Comply issued by the Sheriffs of the Department of Agrarian Reform (DAR) Regional Adjudicator.   Of these 42.003 
million shares, 3.37 million shares had been negotiated by another party; 37.23 million shares remained quarantined at the Philippine Depository and Trust Corporation 
(PDTC); and another 1.4 million shares has not yet been lodged with PDTC.  However, the execution sale which was the basis for the issuance of the Demand to Comply 
was null and void from the beginning because of the Supreme Court’s Temporary Restraining Order (TRO) enjoining the sale and the Resolution quashing all acts done 
W\YZ\HU[�[V�[OL�(KQ\KPJH[VY»Z�>YP[����6U�+LJLTILY�����������[OL�+(9�(KQ\KPJH[PVU�)VHYK�ZV�VYKLYLK�HUK�YLX\PYLK!

��	 -VY�4,9(3*6�[V�JHUJLS�[OL�:[VJR�*LY[PÄJH[LZ�PZZ\LK�PU�MH]VY�VM�HUV[OLY�WHY[`"

2)	 To restore the ownership of the subject MERALCO shares of stock to the Land Bank of the Philippines and to record the same in the Stock and Transfer Book of 
MERALCO; and

3)	 For the Philippine Stock Exchange, Inc. (PSE), the Philippine Depository and Trust Corporation (PDTC), the Securities Transfer Services, Inc. (STS), the Philippine 
Dealing System Holdings, Corp. and Subsidiaries (PDS Group) and any stockholder, dealer or agent of subject MERALCO shares to forthwith STOP: trading or 
dealing those shares and/or affecting settlement thereof, inter alia, so as to undo the foregoing contravening acts.

The Parent’s shares of stock in MERALCO are not part of the Agrarian Reform Fund (ARF), a fund which is solely answerable to the obligation of the National Government 
pursuant to its Agrarian Reform Program.  In accordance with Section 63 of Republic Act 6657 (Comprehensive Agrarian Reform Law), assets of the bank cannot be used 
to pay for land acquisition as this shall only be sourced from the ARF.  

In its December 14, 2011 Decision in G.R. No. 188376, the Supreme Court directed MERALCO to return to the Land Bank of the Philippines (LBP) 42,002,750 MERALCO 
shares of stock. The Supreme Court further declared that the MERALCO shares of stocks are corporates assets of LBP illegally taken to satisfy the payment of just 
JVTWLUZH[PVU�[OH[�ZOV\SK�OH]L�ILLU�HWWYVWYPH[LK�VUS`�MYVT�[OL�(9-��;OPZ�Y\SPUN�OHZ�ILJVTL�ÄUHS�HUK�L_LJ\[VY`�VU�:LW[LTILY�����������,U[Y`�VM�1\KNTLU[��
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3)7�PTTLKPH[LS`�ÄSLK�H�TV[PVU�ILMVYL�[OL�9LNPVUHS�(NYHYPHU�9LMVYT�(KQ\KPJH[VY��9(9(+��MVY�[OL�PZZ\HUJL�VM�H�^YP[�VM�L_LJ\[PVU�[V�PTWSLTLU[�[OL�:\WYLTL�*V\Y[�KLJPZPVU���
;OPZ�^HZ��OV^L]LY��]PNVYV\ZS`�VWWVZLK�I`�[OL�V[OLY�WHY[ �̀��6U�(WYPS����������[OL�9(9(+�ÄUHSS`�PZZ\LK�[OL�Writ of Execution.  As partial compliance, MERALCO delivered to 
LBP 38,635,950 shares including cash dividends in the total amount of P1,206,955,617.77; and  property dividends consisting of 108,884,212 shares of stock in Rockwell 
Land Corporation.   

Still undelivered are 3,366,800 shares, plus accrued cash dividends thereon, amounting to P161,303,398.00 as of September 30, 2014, plus 9,488,394 shares of stock 
in Rockwell Land Corporation as property dividends, and the unpaid dividends due from the 1,402,750 MERALCO shares amounting to P8,145,009.73.  These 1.4 million 
ZOHYLZ�HYL�WHY[�VM�[OL�������TPSSPVU�ZOHYLZ�YLZ[VYLK�[V�3)7��I\[�JLY[PÄJH[LK�PU�[OL�UHTL�VM�[OL�V[OLY�WHY[`�ILMVYL�[OL�:\WYLTL�*V\Y[�KLJPZPVU�^HZ�WHY[PHSS`�PTWSLTLU[LK���

To recover fully the MERALCO shares and dividends, LBP sent its June 18, 2014 Letter [V�[OL�6MÄJL�VM�[OL�9LNPVUHS�(KQ\KPJH[VY�9LNPVU�0=�¶�)��404(967(��YLX\LZ[PUN�[OL�
VMÄJL�[V�KPYLJ[�[OL�:OLYPMM�[V�WLYMVYT�HSS�ULJLZZHY`�HJ[Z�MVY�[OL�M\SS�PTWSLTLU[H[PVU�VM�[OL�(WYPS���������Writ of Execution such as, but not limited to, the issuance of another 
Demand to Comply to be served upon MERALCO. LBP again sent the August 15, 2014 Letter to RARAD  reiterating its request to expedite the full implementation of the 
Supreme Court’s ruling in G.R. No. 188376 and to prevent further damage to LBP. 

On February 6, 2015, LBP received the January 24, 2014 Sheriff’s Report from the Sheriff of the Regional Adjudicator Region IV-B (MIMAROPA) regarding MERALCO’s 
partial compliance of the December 14, 2011 Supreme Court Decision in G.R. No. 188376.  LBP’s June 18, 2014 Letter and August 15, 2014 Letter were not acted upon 
by the RARAD, and no further writ of execution or demand to comply were issued.

Since RARAD no longer issued a writ of execution or demand to comply, LBP sent the February 11, 2015 Letter addressed to MERALCO to demand the delivery of the 
remaining 3,366,800 shares of stocks plus unpaid dividends.  MERALCO failed to respond to LBP’s demand.  

On account of the January 24, 2014 Sheriff’s Report and MERALCO’s failure to respond to LBP’s February 11, 2015 Letter, LBP prepared a petition for contempt against 
MERALCO and its representatives for failing to deliver the remaining 3,366,800 shares of stocks plus accrued dividends and the unpaid dividends due from the 1,402,750 
MERALCO shares delivered to LBP, and to compel full compliance with the December 14, 2011 Supreme Court Decision.  

6U�4HYJO�����������[OL�WL[P[PVU�^HZ�ZLU[�[V�[OL�6MÄJL�VM�[OL�.V]LYUTLU[�*VYWVYH[L�*V\UZLS��6.**��MVY�YL]PL^�HUK�ZPNUH[\YL���6.**�HWWYV]LK�[OL�ÄSPUN�VM�[OL�WL[P[PVU�
before the Supreme Court.  On April 14, 2015, the Petition to Cite Respondents in Indirect Contempt�^HZ�ÄSLK�ILMVYL�[OL�:\WYLTL�*V\Y[���

Parent’s Accumulated market gains/losses on AFS government and private issues as of December 31, 2014 amounted to P15,856.43 million.  Parent’s Net unrealized 
gains/losses on AFS was P13,505.33 million.

The difference in the amount outstanding of the local currency accumulated market gains/losses and net unrealized gains/losses on AFS as of December 31, 2014 in the 
amount of P2,351.10 million, represents the remaining unamortized portion of the net unrealized gain or loss, that has been recognized directly in equity when the Available-
MVY�ZHSL�ZLJ\YP[PLZ�OHZ�ILLU�YLJSHZZPÄLK�[V�/LSK�[V�TH[\YP[`�ZLJ\YP[PLZ�VU�]HYPV\Z�KH[LZ���;OL�ZHPK�HTV\U[�ZOHSS�IL�JVU[PU\V\ZS`�HTVY[PaLK�[V�WYVÄ[�VY�SVZZ�V]LY�[OL�YLTHPUPUN�
life of the Held-to-maturity securities. 

Total Investment in Non-Marketable Equity Securities (INMES) account of the Parent includes investment of US$143.15 million (P6,781.38 million) in Metro Rail Transit 
Corporation’s (MRTC) preference shares and Unsecuritized Equity Rental Payments.

0U�������[OL�5H[PVUHS�.V]LYUTLU[��HZ�JVUÄYTLK�[OYV\NO�,_LJ\[P]L�6YKLY�5V������KH[LK�1HU\HY`�����������PUZ[Y\J[LK�3)7�HUK�[OL�+L]LSVWTLU[�)HUR�VM�[OL�7OPSPWWPULZ�
(DBP) to acquire majority interest in MRTC as a result of the recommendation made by the inter-agency Committee tasked to review the MRT III project.  In the same year, 
the LBP Board of Directors approved the purchase of MRTC interests in the form of unsecuritized portion of the Equity Rental Payment (ERP), MRT Bonds (See Notes to 
the Financial Statements No.12) and Preference Shares issued by MRT III Funding Corporation.  LBP together with DBP completed its acquisition in May 2009, collectively 
owning around 80 per cent of MRTC interests.  LBP owns approximately 37.77 per cent economic interest in MRTC. 

The acquisition cost, book value and percentage of economic interest in MRTC are as follows:
 	
		  Acquisition Cost	 Book Value 
		  As of December 31, 2014	 As of December 31, 2014
		  (In US Dollars)	 (In US Dollars)	
		  In Millions	 In Millions	 Percentage in MRTC
			 
��	 49;�000�)VUKZ		  ������		  �  ���	
�	 49;�000�7YLMLYYLK�:OHYLZ	 ��	 �����		  �������	
Securitized ERPs		  179.36		  253.56		  26.65%
Unsecuritized ERPs	   	 90.58	   	 89.15		  11.12%
			   269.94		  342.71		  37.77%

The decrease in the investment in unsecuritized ERP was brought about by the refund of US$1.48 million (equally shared by the Bank and DBP) received from a third party 
in 2010.  The refund represents cash that was already in the account of the third party, hence this did not affect LBP’s percentage of economic interest in MRTC.  Another 
refund of US$1.38 million was received by the Bank and DBP in early 2011 representing Accrued ERPs.

11.	 Held to Maturity Investments

This account consists of:

 	 Group	 Parent
 				    2014	 2013	 2014	 2013
				  
Government 				  
	 Domestic				    84,435,914	 36,504,244	 83,646,641	 35,700,842
	 Foreign				    6,417,637	 4,400,341	 6,417,637	 4,400,341
Private 				  
	 Domestic				    4,390,830	 0	 4,390,830	 0
	 Foreign				    570,479	 0	 570,479	 0
					     95,814,860	 40,904,585	 95,025,587	 40,101,183

Held to maturity investments of the Group carry interest rates at December 31 as follows:

 		  2014	  2013
					   
Domestic	 4.12%  to  18.25%	 6.25%  to  18.25%
Foreign		  6.38%  to  11.63%	 2.88%  to  10.62%

128 



12.	 Loans and Receivables

This account consists of: 

 	 Group	 Parent
 				    2014	 2013	 2014	 2013
				  
Interbank loans receivable 				    25,995,346	 21,707,225	 25,995,346	 21,707,225
Allowance for credit losses 				    (367,395)	 (409,846)	 (367,395)	 (409,846)
 				    25,627,951	 21,297,379	 25,627,951	 21,297,379
Loans to Government  				    80,506,194	 78,813,536	 82,824,859	 80,632,037
Allowance for credit losses 				    (51,128)	 (30,262)	 (51,128)	 (30,262)
 				    80,455,066	 78,783,274	 82,773,731	 80,601,775
Agrarian Reform and other Agriculture Loans   				    55,795,543	 45,470,004	 55,754,236	 45,446,063
Allowance for credit losses 				    (724,228)	 (723,679)	 (724,228)	 (723,679)
 				    55,071,315	 44,746,325	 55,030,008	 44,722,384
4PJYVÄUHUJL�3VHUZ�				    �� ������	 ���  ����	 �� ������	 ���  ����
Allowance for credit  losses 				    (156,220)	 (181,141)	 (156,220)	 (181,141)
 				    6,814,800	 4,217,926	 6,814,800	 4,217,926
SME/MSE Loans 				    30,877,552	 21,366,914	 30,877,552	 21,366,914
Allowance for credit losses 				    (1,111,226)	 (1,284,008)	 (1,111,226)	 (1,284,008)
 				    29,766,326	 20,082,906	 29,766,326	 20,082,906
Contract to Sell 				    1,282,225	 2,548,535	 1,282,225	 2,548,535
Allowance for credit losses 				    (73,314)	 (68,576)	 (73,314)	 (68,576)
 				    1,208,911	 2,479,959	 1,208,911	 2,479,959
Loans to Private Corporation 				    165,321,960	 116,884,935	 163,804,143	 115,396,117
Allowance for credit losses 				    (735,789)	 (407,277)	 (571,128)	 (235,266)
 				    164,586,171	 116,477,658	 163,233,015	 115,160,851
Loans to Individuals for Housing Purposes 				    3,101,040	 2,547,012	 3,101,040	 2,547,012
Allowance for credit losses 				    (36,720)	 (55,840)	 (36,720)	 (55,840)
 				    3,064,320	 2,491,172	 3,064,320	 2,491,172
Loans to Individual for Consumption				    14,541,032	 831,643	 14,477,277	 829,381
Allowance for credit losses 				    (227,445)	 (89,470)	 (227,445)	 (89,470)
 				    14,313,587	 742,173	 14,249,832	 739,911
Loans to Individual for Other Purposes 				    1,528,750	 8,864,128	 1,528,758	 8,864,129
Allowance for credit losses 				    (21,565)	 (170,801)	 (21,565)	 (170,801)
 				    1,507,185	 8,693,327	 1,507,193	 8,693,328
 				    382,415,632	 300,012,099	 383,276,087	 300,487,591
Accrued interest receivable  				    3,160,859	 2,782,723	 3,156,316	 2,776,387
Allowance for credit losses 				    (254,381)	 (365,763)	 (254,362)	 (365,742)
				    2,906,478	 2,416,960	 2,901,954	 2,410,645
Accounts receivable 				    1,659,864	 1,534,618	 1,550,520	 1,515,367
Allowance for credit losses 				    (796,957)	 (767,194)	 (755,355)	 (731,471)
				    862,907	 767,424	 795,165	 783,896
Sales contract receivable				    1,019,347	 1,298,580	 1,019,106	 1,298,099
Allowance for credit losses 				    (10,422)	 (12,492)	 (10,422)	 (12,492)
				    1,008,925	 1,286,088	 1,008,684	 1,285,607
Due from ARF				    316,154	 21,045	 316,154	 21,045
Unquoted debt securities 				    13,738,152	 16,780,323	 13,738,152	 16,780,323
Allowance for credit losses 				    (770,967)	 (766,807)	 (770,967)	 (766,807)
				    12,967,185	 16,013,516	 12,967,185	 16,013,516
Lease contract receivable				    1,730,336	 1,922,660	 0	 0
Allowance for credit losses				    (20,945)	 (28,853)	 0	 0
				    1,709,391	 1,893,807	 0	 0
				    402,186,672	 322,410,939	 401,265,229	 321,002,300

Interest rates on loans in 2014 range from 1.337 per cent to 39.00 per cent for peso denominated loans and from 0.204 per cent to 30.00 per cent for foreign currency 
denominated loans.

<UX\V[LK�KLI[�ZLJ\YP[PLZ�VM�[OL�7HYLU[�JSHZZPÄLK�HZ�SVHUZ�JVUZPZ[�VM�NV]LYUTLU[�HUK�WYP]H[L�ZLJ\YP[PLZ�HTV\U[PUN�[V�7��� �����TPSSPVU�HUK�7����������TPSSPVU��YLZWLJ[P]LS �̀�
as of December 31, 2014 and P4,460.71 million and P11,552.80 million, respectively, as of December 31, 2013.  The account includes Metro Rail Transit Corporation’s 
(MRTC) Bonds with book value of $199.56 million (P8,924.48 million) which form part of LBP’s interests in the said company purchased in accordance with the approval  of 
the Bank’s Board of Directors in November 2008 and broken down as follows: 

	 Face Value	 Book Value
 			   USD 		     USD		    PHP
FX Regular			   289.25		  149.99 		 6,484.04 
FCDU			   115.57		  54.57 		 2,440.44 
 			   404.82 		  194.56 		 8,924.48 

Covered by Memorandum of Agreement (MOA) signed on August 22, 1988 between LBP and Bangko Sentral ng Pilipinas, the unpaid obligations of rural banks to BSP 
were converted into LBP equity contribution to said rural banks.  Accordingly, these became non-interest bearing obligations of LBP with BSP and all expenses or losses, 
if any, which LBP may suffer under the conversion scheme, shall be for the account of BSP.

6\[Z[HUKPUN�LX\P[`�PU]LZ[TLU[Z�VU�JSVZLK�Y\YHS�IHURZ�HUK�P[Z�JVYYLZWVUKPUN�IVYYV^PUNZ�HJJV\U[�MYVT�):7�OH]L�ILLU�L_JS\KLK�MYVT�<UX\V[LK�+LI[�:LJ\YP[PLZ�*SHZZPÄLK�
as Loans account and from the Bills Payable account, respectively, provided that these accounts have already been written-off by BSP.
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Allowance for credit losses

The details of allowance for credit losses on loans of the Parent are:

 	  						      2014	   2013
				  
Balance, January 1 						      3,248,889	 4,214,884
Provision						      0	 1,274,712
>YP[L�VMMZ�						      ������� �	 � �������
Transfers and other adjustments 						      651,639	 (1,316,489)
Balance, December 31 	  					     3,340,369	  3,248,889

As of December 31, 2014 and 2013, the breakdown of Gross Loans as to secured and unsecured follows:

 	  Parent 
	 2014	 2013
	  			   Amount	   %	   Amount	   %
Secured loans:				  
	 Guarantee of the Republic of the Philippines				    64,885,108	 16.78	 59,069,775	 19.45
	 Various guarantees				    125,785,578	 32.54	 104,371,568	 34.36
	 Various mortgages				    94,176,989	 24.36	 70,091,303	 23.08
					     284,847,675	 73.68	 233,532,646	 76.89
Unsecured loans				    101,768,781	 26.32	 70,203,834	 23.11
Gross loan at amortized cost				    386,616,456	 100.00	 303,736,480	 100.00

*\YYLU[�IHURPUN� YLN\SH[PVUZ�HSSV^�IHURZ�^P[O�UV�\UIVVRLK�]HS\H[PVU� YLZLY]LZ�HUK�JHWP[HS�HKQ\Z[TLU[Z� [V�L_JS\KL� MYVT�UVU�WLYMVYTPUN� SVHU� �573��JSHZZPÄJH[PVU� [OVZL�
YLJLP]HISLZ�MYVT�J\Z[VTLYZ�JSHZZPÄLK�HZ�SVZZ�PU�[OL�SH[LZ[�L_HTPUH[PVU�VM�[OL�):7�^OPJO�HYL�M\SS`�JV]LYLK�I`�HSSV^HUJL�MVY�JYLKP[� SVZZLZ��WYV]PKLK�[OH[�PU[LYLZ[�VU�ZHPK�
receivables shall not be accrued.

As of December 31, 2014 and 2013, the Parent’s NPLs amounted to P6,821,304 and P7,317,991, respectively.

 	  Parent
 	  					     2014 	 2013
				  
Total NPLs 						      6,821,304	 7,317,991
NPLs fully covered by allowance for credit losses 	  					     (1,194,923) 	 (1,312,686)
Net NPLs 	  					     5,626,381 	 6,005,305

Under banking regulations, NPLs shall, as a general rule, refer to loan accounts 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 rules and regulations.  This shall apply to loans receivable in lump sum and loans receivable in quarterly, semi-annual, 
or annual installments, in which case, the total outstanding balance thereof shall be considered non-performing.  Restructured loans which do not meet the requirements 
to be treated as performing loans are also part of the Parent’s non-performing loans. 

13.	 Investment in Subsidiaries

This account consists of the following investments in subsidiaries which are 100 per cent owned by the Parent and are accounted for at cost:

	 Name	  	  				    Amount
			 
LBP Leasing Corporation							       310,253
LBP  Insurance Brokerage, Inc. 							       52,500
LBP Resources and Development Corporation							       51,467
Masaganang Sakahan, Inc.							       24,555
LBP Financial Services, Italy	  	  					     47,051           
	  	  					     485,826

On 10 January 2011, the LBP Board of Directors under Board Resolution No. 11-029 approved the voluntary closure of LBP Financial Services, SpA, Italy (LFSS). The full 
repatriation of the LFSS is still on the process of negotiating with the Posteitaliane for the repatriation of the remaining funds to Land Bank.

14.	 Investment Property

This account consists of:	

 	 Group
 	 2014	 2013
 		  Land	 Building	 Total	 Land	 Building	 Total
At Cost						    
At January 1		  6,163,948	 2,864,345	 9,028,293	 5,919,834	 2,548,500	 8,468,334
Additions (Disposals)		  (446,845)	 (113,029)	 (559,874)	 244,114	 315,845	 559,959
At December 31		  5,717,103	 2,751,316	 8,468,419	 6,163,948	 2,864,345	 9,028,293
Accumulated depreciation 
and impairment	 					   
At January 1		  697,370	 1,044,097	 1,741,467	 601,367	 1,005,358	 1,606,725
Depreciation		  170	 117,897	 118,067	 0	 88,258	 88,258
Transfers/Adjustment		  (96,691)	 (112,187)	 (208,878)	 0	 (40,695)	 (40,695)
Impairment		  326	 8,683	 9,009	 96,003	 (8,824)	 87,179
At December 31		  601,175	 1,058,490	 1,659,665	 697,370	 1,044,097	 1,741,467
Net book value		  5,115,928	 1,692,826	 6,808,754	 5,466,578	 1,820,248	 7,286,826
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 	 Parent
 	 2014	 2013
 		  Land	 Building	 Total	 Land	 Building	 Total
At Cost						    
At January 1		  6,082,982	 2,774,037	 8,857,019	 5,843,808	 2,467,317	 8,311,125
Additions (Disposals)		  (447,544)	 (103,905)	 (551,449)	 239,174	 306,720	 545,894
At December 31		  5,635,438	 2,670,132	 8,305,570	 6,082,982	 2,774,037	 8,857,019
Accumulated depreciation 
and impairment	 					   
At January 1		  694,308	 1,006,727	 1,701,035	 598,305	 970,848	 1,569,153
Depreciation		  0	 114,958	 114,958	 0	 85,399	 85,399
Transfers/Adjustment		  (96,691)	 (111,975)	 (208,666)	 0	 (40,696)	 (40,696)
Impairment		  0	 8,683	 8,683	 96,003	 (8,824)	 87,179
At December 31		  597,617	 1,018,393	 1,616,010	 694,308	 1,006,727	 1,701,035
Net book value		  5,037,821	 1,651,739	 6,689,560	 5,388,674	 1,767,310	 7,155,984

Depreciation and amortization of the Group amounting to P118,067 and P88,258 and of the Parent amounting to P114,958 and P85,399 in 2014 and 2013, respectively, 
are included in depreciation and amortization expense in the statement of comprehensive income.

Investment properties acquired through foreclosure as of December 31, 2014 which are still within the redemption period by the borrowers and with on-going court case 
amounted to P473,711 and P1,503,979, respectively.  Properties amounting to P62,555 are agricultural lands covered by the government’s agrarian reform program. As 
of December 31, 2014 and 2013, the aggregate market value of the investment properties amounted to P8,837,640 and P9,747,624, respectively, for the Group and 
P8,702,231 and P9,610,693, respectively, for the Parent.  Fair value has been determined based on valuations made by independent and/or in-house appraisers.  Valuations 
were derived on the basis of recent sales of similar properties in the same area as the investment properties and taking into account the economic conditions prevailing at 
the time the valuations were made. 

15.	 Property and Equipment

This account consists of:

		  				    Group
			   Building		  Leasehold	 Transportation	 Furniture and	 Transportation
� � � <UKLY� � 9PNO[Z HUK� HUK� 6MÄJL� ,X\PWTLU[ <UKLY� � ;V[HS
		  Land	 Construction	 Buildings	 Improvements	 Equipment	 Equipment	 Lease	 Others	 2014	 2013
At Cost										        
At January 1	 548,536	 7,088	 4,383,936	 442,292	 90,398	 5,323,108	 355,929	 70,011	 11,221,298	 10,606,331
Additions	 26,519	 179,783	 82,745	 140,841	 3,329	 847,795	 373,115	 6,033	 1,660,160	 1,070,967
Disposals	 0	 0	 (109)	 (3,763)	 (8,063)	 (189,897)	 0	 0	 (201,832)	 (244,346)
Transfers	 (199)	 (46,500)	 3,221	 (18,726)	 (4,238)	 (193,965)	 (9,602)	 (278)	 (270,287)	 (211,654)
At December 31	 574,856	 140,371	 4,469,793	 560,644	 81,426	 5,787,041	 719,442	 75,766	 12,409,339	 11,221,298
Accumulated 
	 Depreciation, 
	 Amortization &    
	 Impairment loss										        
At January 1	 0	 0	 1,874,130	 193,989	 62,834	 3,683,584	 261,325	 61,681	 6,137,543	 5,833,257
Depreciation 
	 & amortization	 0	 0	 91,120	 43,761	 1,669	 340,767	 29,222	 4,273	 510,812	 524,792
Disposals	 0	 0	 (83)	 (1,122)	 (7,755)	 (177,586)	 0	 0	 (186,546)	 (224,998)
Transfers/Adjustments	 0	 0	 (5,309)	 5,545	 301	 (23,401)	 9,576	 (6,790)	 (20,078)	 4,492
At December 31	 0	 0	 1,959,858	 242,173	 57,049	 3,823,364	 300,123	 59,164	 6,441,731	 6,137,543
Allow for Losses	 0	 0	 7,214	 137	 2,825	 7,450	 0	 6,561	 24,187	 13,923
Net book value	 574,856	 140,371	 2,502,721	 318,334	 21,552	 1,956,227	 419,319	 10,041	 5,943,421	 5,069,832

		  				    Parent
			   Building		  Leasehold	 Transportation	 Furniture and	 Transportation
� � � <UKLY� � 9PNO[Z HUK� HUK� 6MÄJL� ,X\PWTLU[ <UKLY� � ;V[HS
		  Land	 Construction	 Buildings	 Improvements	 Equipment	 Equipment	 Lease	 Others	 2014	 2013
At Cost										        
At January 1	 548,536	 7,088	 4,303,623	 442,119	 74,168	 5,292,232	 295,340	 57,878	 11,020,984	 10,421,728
Additions	 26,519	 179,783	 73,621	 140,801	 2,165	 845,377	 0	 0	 1,268,266	 1,054,758
Disposals	 0	 0	 (109)	 (3,763)	 (8,063)	 (187,602)	 0	 0	 (199,537)	 (244,134)
Transfers	 (199)	 (46,500)	 3,221	 (18,640)	 (4,237)	 (193,965)	 (9,602)	 (279)	 (270,201)	 (211,368)
At December 31	 574,856	 140,371	 4,380,356	 560,517	 64,033	 5,756,042	 285,738	 57,599	 11,819,512	 11,020,984
Accumulated 
	 Depreciation & 
	 Amortization										           
At January 1	 0	 0	 1,844,306	 193,903	 54,078	 3,660,195	 215,260	 57,794	 6,025,536	 5,729,652
Depreciation  & amortization	 0	 0	 87,860	 43,653	 198	 339,223	 25,350	 0	 496,284	 516,099
Disposals	 0	 0	 (83)	 (1,122)	 (7,755)	 (176,329)	 0	 0	 (185,289)	 (224,958)
Transfers/Adjustments	 0	 0	 (5,522)	 5,631	 302	 (23,402)	 9,576	 (6,790)	 (20,205)	 4,743
At December 31	 0	 0	 1,926,561	 242,065	 46,823	 3,799,687	 250,186	 51,004	 6,316,326	 6,025,536
Allow for Losses	 0	 0	 7,214	 137	 2,825	 7,450	 0	 6,561	 24,187	 13,923
Net book value	 574,856	 140,371	 2,446,581	 318,315	 14,385	 1,948,905	 35,552	 34	 5,478,999	 4,981,525

Depreciation and amortization of the Group amounting to P510,812 and P524,792 and of the Parent amounting to P496,284 and P516,099 in 2014 and 2013, respectively, 
are included in depreciation and amortization expense in the statement of comprehensive income.

6MÄJL�LX\PWTLU[��M\YUP[\YL�HUK�]LOPJSLZ�^P[O�JHYY`PUN�HTV\U[�VM�7� ��� ��HUK�7��������PU������HUK�������YLZWLJ[P]LS �̀�HYL�[LTWVYHYPS`�PKSL���;OL�JHYY`PUN�HTV\U[Z�VM�
properties which are held for disposal are P76,198 and P27,736 in 2014 and 2013, respectively. 
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16.	 Other Resources

This account consists of:

 	 Group	 Parent
 				    2014	 2013	 2014	 2013
Accrued interest receivable				    3,223,900	 2,483,371	 3,223,900	 2,483,371
Sundry debits				    2,187,835	 1,166,090	 2,187,835	 1,166,090
Prepaid expenses				    364,684	 253,328	 400,426	 255,700
Other intangible assets				    534,416	 379,540	 532,006	 378,046
Documentary stamps				    49,215	 19,359	 49,215	 19,359
Stationery & supplies on hand				    123,295	 135,665	 120,965	 134,192
Accounts receivable				    126,382	 135,752	 120,886	 129,190
0U[LY�VMÄJL�ÅVH[�P[LTZ				    �����	 �����	 �����	 �����
Others				    1,186,571	 497,970	 1,128,726	 439,060
				    7,798,320	 5,079,250	 7,765,981	 5,013,183

17.	 Allowance for Credit Losses

Changes in the allowance for credit losses of the Parent are as follows:

	  	     					     2014	     2013
Balance at beginning of year:			 
	 Loan portfolio						      3,248,889	 4,214,884
	 Other assets						      4,116,196	 3,873,224
							       7,365,085	 8,088,108
Provisions charged to operations						      45,063	 1,463,467
Accounts charged off and others		          				     (560,855)	        (936,965)
Transfer/adjustments						      490,740	     (1,249,525)
		             					     (25,052)	         (723,023)
Balance December 31						      7,340,033	 7,365,085
			 
Balance at end of year:			 
Loan portfolio						      3,340,369	 3,248,889
Receivables from customers and other assets						      3,999,664	 4,116,196
							       7,340,033	 7,365,085

>P[O�[OL�MVYLNVPUN�SL]LS�VM�HSSV^HUJL�MVY�JYLKP[�SVZZLZ��4HUHNLTLU[�ILSPL]LZ�[OH[�[OL�7HYLU[�OHZ�Z\MÄJPLU[�HSSV^HUJL�[V�JV]LY�HU`�SVZZLZ�[OH[�[OL�7HYLU[�TH`�PUJ\Y�MYVT�[OL�
non-collection or non-realization of its loans and receivables and other risk assets.

The account includes provision for credit losses/impairment losses of P45,063 for the year detailed as follows:

							       Parent
Loans and receivables							       0
Other loans and receivables							       10,073
Property and equipment							       4,324
Others							       30,666
							       45,063

18.	 Deposit Liabilities

This account consists of:

	 Group	 Parent
				    2014	 2013	 2014	 2013
Domestic				  
	 Demand deposits				    392,016,125	 348,115,219	 392,226,721	 348,297,024
	 Savings deposits				    458,518,376	 315,781,131	 458,673,787	 315,892,068
	 ;PTL�JLY[PÄJH[L�VM�KLWVZP[Z				    ���������	 ������� �	 ���������	 ������� �
	 Long Term Negotiable				  
	 *LY[PÄJH[L�VM�+LWVZP[Z				    ���������	 ���������	 ���������	 ���������
					     856,784,902	 670,309,222	 857,150,909	 670,601,964
Foreign				  
	 Savings deposit –FCDU/EFCDU				    10,744,068	 8,235,863	 10,750,022	 8,242,106
	 ;PTL�JLY[PÄJH[L�VM�KLWVZP[�����				  
	 FCDU/EFCDU				    45,050,705	 25,214,069	 45,050,705	 25,214,069
					     55,794,773	 33,449,932	 55,800,727	 33,456,175
					     912,579,675	 703,759,154	 912,951,636	 704,058,139

+VTLZ[PJ�KLWVZP[�SPHIPSP[PLZ�LHYU�HUU\HS�Ä_LK�PU[LYLZ[�YH[LZ�YHUNPUN�MYVT������[V������WLY�JLU[�PU������HUK������[V������WLY�JLU[�PU��������-VYLPNU�KLWVZP[�YH[LZ�YHUNL�MYVT�
0.15 to 2.50 per cent and from 0.13 to 2.45 per cent in 2014 and 2013, respectively. 

19.	 Bills Payable

This account consists of:

 	 Group	 Parent
 				    2014	 2013	 2014	 2013
Bangko Sentral ng Pilipinas				    97,860	 98,049	 97,860	 98,049
Domestic borrowings				    458,026	 838,946	 458,026	 554,946
Foreign borrowings				    19,685,242	 22,917,368	 19,685,242	 22,917,368
				    20,241,128	 23,854,363	 20,241,128	 23,570,363
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The breakdown of Bills payable (foreign borrowings) is as follows:

                    Creditor/Funder	          					     2014	 2013
>VYSK�)HUR�0)9+						      �� ���� �	 �� � �� �
Asian Development Bank (ADB)						      613,392	 765,434
Japan International Cooperation Agency (JICA)						      10,707,813	 12,571,958
2YLKP[HUZ[HS[�M\Y�>PLKLYH\MIH\��2M>�						      ������ ��	 ���������
						      19,685,242	 22,917,368

The total foreign borrowings of P19,685.24 million is guaranteed by the National Government.  Foreign borrowings relent in local currency amounting to P15,627.13 million 
are provided with foreign exchange risk cover (FXRC)  by the National  Government.  This has historical value of P17,533.68 million.  The Bank’s foreign borrowings from 
multilateral and bilateral agencies have maturities ranging from 15 to 40 years.

Interest rates on foreign and domestic borrowings in 2014 range from 0.62 to 2.7 per cent and 0.75 to 4.75 per cent, respectively, while for 2013, the rates range from 0.61 
to 2.7 per cent and 0.75 to 9.83 per cent, for foreign and domestic borrowings, respectively. 

20.	 Unsecured Subordinated Debt

This account consists of:

	 	 Issue		  Maturity
		  Date		  Date		  2014 	 2013

Domestic		  June 09, 2009		  June 09, 2019		  0	 6,934,000
		  January 27, 2012		  January 27, 2022		  10,500,000	 10,500,000
 						      10,500,000	 17,434,000

21.	 Other Liabilities

This account consists of:

 	 Group	 Parent
 				    2014	 2013	 2014	 2013
				  
(JJY\LK�PU[LYLZ[��MYPUNL�ILULÄ[Z��[H_LZ�
      and other expense payable				    3,939,867	 3,209,570	 3,866,231	 3,154,252
Accounts payable				    7,315,610	 6,035,861	 7,384,087	 6,063,374
Due to Agrarian Reform Fund				    204,032	 3,489,744	 204,032	 3,489,744
Sundry credits				    3,070,892	 936,598	 3,070,892	 936,598
Unearned income				    45,197	 59,062	 45,306	 59,163
>P[OOVSKPUN�[H_�WH`HISL				    �������	 �������	 �������	 �������
Miscellaneous liabilities				    3,626,320	 3,137,343	 3,722,610	 3,223,502
Others				    1,417,766	 851,967	 1,241,856	 719,538
				    19,852,722	 17,883,479	 19,766,047	 17,808,016

22.	 Income and Other Taxes

Under Philippine tax laws, the Regular Banking Unit of the Parent is subject to percentage and other taxes (presented as Taxes and Licenses in the statement of 
comprehensive income) as well as income taxes.  Percentage and other taxes paid consist principally of gross receipts tax and documentary stamp taxes.  Income taxes 
PUJS\KL�[OL�JVYWVYH[L�PUJVTL�[H_�HUK�ÄUHS�̂ P[OOVSKPUN�[H_�VU�NYVZZ�PU[LYLZ[�PUJVTL�MYVT�NV]LYUTLU[�ZLJ\YP[PLZ��KLWVZP[Z�HUK�V[OLY�KLWVZP[�Z\IZ[P[\[LZ���;OLZL�PUJVTL�[H_LZ�
HUK�KLMLYYLK�[H_�ILULÄ[Z�HYL�WYLZLU[LK�PU�[OL�Z[H[LTLU[�VM�JVTWYLOLUZP]L�PUJVTL�LP[OLY�7YV]PZPVU�MVY�VY��)LULÄ[�MYVT��0UJVTL�;H_��

Based on Republic Act 9337, which was passed into law in May 2005 and amended certain provisions of the National Internal Revenue Code of 1997, the normal corporate 
income tax rate is 30 per cent effective January 1, 2009.  The interest allowed as deductible expense is reduced by an amount equivalent to 33 per cent of the interest 
PUJVTL�Z\IQLJ[LK�[V�ÄUHS�[H_�

FCDU offshore income (income from non-residents) derived by depository banks under the expanded foreign currency deposit system is exempt from income tax while 
gross onshore income (income from residents) from other FCDUs and other depository banks under the Expanded Foreign Currency Deposit System, including interest 
PUJVTL�MYVT�MVYLPNU�J\YYLUJ`�SVHUZ��PZ�Z\IQLJ[�[V����WLY�JLU[�ÄUHS�[H_���0U[LYLZ[�PUJVTL�KLYP]LK�I`�YLZPKLU[�PUKP]PK\HS�VY�JVYWVYH[PVU�VU�KLWVZP[Z�^P[O�V[OLY�-*+<Z�HUK�
6MMZOVYL�)HURPUN�<UP[Z��6)<��HYL�Z\IQLJ[�[V�����WLY�JLU[�ÄUHS�[H_�

;OL�WYV]PZPVU�MVY��ILULÄ[�MYVT��PUJVTL�[H_�JVUZPZ[Z�VM!

 	  Group 	  Parent 
 				    2014	 2013	 2014	 2013
Current: 				  
	 Normal income tax (NIT)				    1,001,385	 2,845,399	 913,540	 2,769,835
	 Minimum corporate income tax (MCIT)				    0	 0	 0	 0
					     1,001,385	 2,845,399	 913,540	 2,769,835
Deferred				    142,355	 276,427	 140,771	 277,284
					     1,143,740	 3,121,826	 1,054,311	 3,047,119
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The reconciliation of the provision for income tax computed at the statutory tax rate and actual provision is as follows:

 	  Group 	  Parent
					     2014	 2013	 2014	 2013
				  
Statutory income tax				    3,980,985	 4,411,686	 3,877,796	 4,311,123
Tax effects of:				  
	 FCDU income				    (577,676)	 (536,930)	 (577,676)	 (536,930)
	 Tax exempt & tax paid income				    (4,014,556)	 (3,415,292)	 (4,004,024)	 (3,404,370)
	 Other deductible/Non-deductible expense				    1,114	 336,840	 1,114	 336,370
	 Non-deductible interest expense				    1,323,537	 1,204,892	 1,323,537	 1,204,892
	 Deferred tax asset				    142,355	 276,427	 140,771	 277,284
	 Others				    287,981	 844,203	 292,793	 858,750
 					     1,143,740	 3,121,826	 1,054,311	 3,047,119

;OLYL�^HZ�UV�KLMLYYLK�[H_�HZZL[�YLJVNUPaLK�I`�[OL�7HYLU[�MVY�*@�������:\IZPKPHYPLZ�YLJVNUPaLK�KLMLYYLK�[H_�HZZL[Z�VM�7�������TPSSPVU�HUK�7���� ��TPSSPVU�MVY�*@������
HUK�*@�������YLZWLJ[P]LS �̀
 
Below are the temporary differences for which no deferred tax asset is recognized by the Parent since Management believes that it is not probable that future taxable 
WYVÄ[Z�^PSS�IL�H]HPSHISL�HNHPUZ[�^OPJO�[OL�HZZL[�JHU�IL�\[PSPaLK!

 						      2014	 2013
		
Allowance for credit losses						      12,999,720	 13,512,037
 						      12,999,720	 13,512,037   

5HSRUW�RQ�WKH�6XSSOHPHQWDU\�,QIRUPDWLRQ�5HTXLUHG�8QGHU�5HYHQXH�5HJXODWLRQV��55��1R����������DQG��������

Supplementary information Under RR No. 19-2011

In addition to the required supplementary information under RR No. 15-2010, on December 9, 2011, the BIR issued RR No. 19-2011 (and as further amended by RR No. 
�������KH[LK�1HU\HY`�����������̂ OPJO�WYLZJYPILZ�[OL�UL^�HUU\HS�PUJVTL�[H_�MVYTZ�[OH[�̂ PSS�IL�\ZLK�MVY�ÄSPUN�LMMLJ[P]L�[H_HISL�̀ LHY�������:WLJPÄJHSS �̀�JVTWHUPLZ�HYL�YLX\PYLK�[V�
KPZJSVZL�JLY[HPU�[H_�PUMVYTH[PVU�PU�[OLPY�YLZWLJ[P]L�UV[LZ�[V�ÄUHUJPHS�Z[H[LTLU[Z��-VY�[OL�[H_HISL�`LHY�+LJLTILY�����������[OL�7HYLU[�*VTWHU`�YLWVY[LK�[OL�MVSSV^PUN�YL]LU\LZ�
and expenses for income tax purposes:

Revenues		
	 Services/operations	 18,313,106
	 Non-operating and taxable other income:
		  Trading and securities gain	 2,210,065
		  Service charges, fees and commissions	 1,186,680
		  7YVÄ[�MYVT�HZZL[Z�ZVSK	 �������
		  Income from trust operations	 158,022
		  Others	 736,193
			   4,493,481
Expenses		
	 Cost of services:
		  *VTWLUZH[PVU�HUK�MYPUNL�ILULÄ[Z	 ���������
		  Others	 5,571,174
			   11,317,432
Itemized deductions:
		  *VTWLUZH[PVU�HUK�MYPUNL�ILULÄ[Z	 ���������
		  Taxes and licenses	 2,033,460
		  Security, messengerial and janitorial	 590,748
		  Communications, light and water	 388,309
		  Information technology expenses	 366,144
		  Depreciation and amortization	 247,580
		  Bad debts	 565,750
		  Repairs and maintenance	 188,641
		  Transportation and travel	 174,566
		  Management and professional fees	 181,308
		  Rent	 205,695
		  Representation and entertainment	 100,729
		  Others	 2,692,004
			   9,202,752

Supplementary information Under RR No. 15-2010

6U�5V]LTILY�����������[OL�)09�PZZ\LK�99�5V����������[V�HTLUK�JLY[HPU�WYV]PZPVUZ�VM�99�5V����������^OPJO�WYV]PKLZ�[OH[�Z[HY[PUN������[OL�UV[LZ�[V�ÄUHUJPHS�Z[H[LTLU[Z�
shall include information on taxes, duties and license fees paid or accrued during the taxable year.

I.	 The documentary stamp tax (DST) on loan instruments and other transactions subject thereto for the tax period 2014 are as follows:

	 Documents / transactions		    				    DST Paid
		
+LI[�PUZ[Y\TLU[Z��IVUKZ��JLY[PÄJH[L�VM�[PTL�KLWVZP[Z						      ���������
Mortgages, pledges, deed of assignments/trust							       28,433
Foreign bills of exchange, letters of credit							       28,487
Acceptance of bills of exchange payable in the Philippines						      13,988
Bank, checks, drafts and telegraphic transfer/others						      3,827
							       1,860,288
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II.	 All  other taxes, local and national, paid for 2014:

National	
	 Percentage taxes (GRT)							       1,940,951
	 -YPUNL�ILULÄ[Z�[H_							       �����
	 National taxes							       784
								        1,950,473

Local	
	 Real estate tax							       40,697
	 Local business tax							       24,971
	 Mayor’s Permit/Municipal License/Other Regulatory Fees/License Permit					     54,951
	 Other local taxes							       6,274
								        126,893
								        2,077,366

III.	 The amount of withholding taxes paid/accrued for the year amounted to:

;H_�VU�*VTWLUZH[PVU�HUK�ILULÄ[Z							       �������
Creditable withholding taxes							       136,659
Final withholding taxes							       1,169,757
							       2,141,591

IV.	 Taxes withheld by client on their income payments to the Bank were claimed as tax credits:

Tax Credits against Income Tax							       1,603,284
Tax Credits against Gross Receipts Tax							       96,908
							       1,700,192

23.	 Retirement Cost

;OL�7HYLU[�OHZ�ZLWHYH[L�M\UKLK�JVU[YPI\[VY`�KLÄULK�JVU[YPI\[PVU�YL[PYLTLU[�WSHUZ�JV]LYPUN�HSS�P[Z�VMÄJLYZ�HUK�YLN\SHY�LTWSV`LLZ��<UKLY�[OL�YL[PYLTLU[�WSHUZ��HSS�JVUJLYULK�
VMÄJLYZ�HUK�LTWSV`LLZ�HYL�LU[P[SLK�[V�JHZO�ILULÄ[�HM[LY�ZH[PZM`PUN�JLY[HPU�HNL�HUK�ZLY]PJL�YLX\PYLTLU[Z���;V[HS�L_WLUZLZ�JOHYNLK�HNHPUZ[�VWLYH[PVUZ�PU������HUK������
amounted to P560.965 million and P552.988 million, respectively.

24.	 Lease Contracts

Operating lease commitments – as lessee

Future minimum rentals payable under non-cancellable operating leases as at December 31 are as follows:

 	 Parent
 	  	            				    2014	          2013
			 
>P[OPU�VUL�`LHY						      �������	 ���� ��
(M[LY�VUL�`LHY�I\[�UV[�TVYL�[OHU�Ä]L�`LHYZ						      ����� �	 � �����
4VYL�[OHU�Ä]L�`LHYZ						      �������	 �������
						      1,329,668	 1,266,113

Operating lease commitments – as lessor

Future minimum rentals receivable under non-cancellable operating leases as at December 31 are as follows:

	      Parent
 	  	         				     2014	       2013
			 
>P[OPU�VUL�`LHY						      ������	 ������
(M[LY�VUL�`LHY�I\[�UV[�TVYL�[OHU�Ä]L�`LHYZ						      ��� ��	 ������
4VYL�[OHU�Ä]L�`LHYZ						      ��� �	 ���
						      36,198	 35,396

25.	 Related Party Transactions

0U�[OL�VYKPUHY`�JV\YZL�VM�I\ZPULZZ��[OL�7HYLU[�OHZ�SVHU�[YHUZHJ[PVUZ�^P[O�JLY[HPU�KPYLJ[VYZ��VMÄJLYZ��Z[VJROVSKLYZ�HUK�YLSH[LK�PU[LYLZ[Z��+6:90����,_PZ[PUN�IHURPUN�YLN\SH[PVUZ�
limit the amount of individual loans to DOSRI, 70 per cent of which must be secured by their respective deposits and book value of their respective investments in the Parent. 
In the aggregate, loans to DOSRI generally should not exceed the respective total unimpaired capital or 15 per cent of total loan portfolio, whichever is lower, of the Parent. 

BSP Circular No. 547 dated September 21, 2006 prescribed the DOSRI rules for government borrowings in government-owned or controlled banks. Said circular considered 
as indirect borrowings of the Republic of the Philippines (ROP), loans, other credit accommodations and guarantees to: (a) Government-Owned and Controlled Corporations 
(GOCCs); and (b) Corporations where the ROP, its agencies/departments/ bureaus, and/or GOCCs own at least 20 per cent of the subscribed capital stocks.

Total outstanding DOSRI loans of the Parent as of December 31, 2014 amounted to P72,508 million of which P71,673 million are government borrowings covered by BSP 
Circular No. 547.
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;OL�MVSSV^PUN�HYL�[OL�ZPNUPÄJHU[�[YHUZHJ[PVUZ�VM�[OL�7HYLU[�^P[O�YLSH[LK�WHY[PLZ!

	 2014	 2013
			   Others				    Others
			   (GOCCs,				    (GOCCs,
 			   Provident		  Key		  Provident
	 Key Management		  Fund and	  	 Management		  Fund and		
	 3HUVRQQHO	 6XEVLGLDULHV	 5XUDO�%DQNV�	 7RWDO	 3HUVRQQHO	 6XEVLGLDULHV	 5XUDO�%DQNV�	 7RWDO
Receivables from 
      customers	 30,033	 2,411,294	 71,673,465	 74,114,792	 24,758	 1,911,545	 64,439,892	 66,376,195
Deposit liabilities	 0	 371,961	 0	 371,961	 0	 298,985	 0	 298,985
Other liabilities	 0	 551,593	 0	 551,593	 0	 472,500	 0	 472,500
	 30,033	 3,334,848	 71,673,465	 75,038,346	 24,758	 2,683,030	 64,439,892	 67,147,680

;OL�MVSSV^PUN�HYL�[OL�ZPNUPÄJHU[�[YHUZHJ[PVUZ�^P[O�Z\IZPKPHYPLZ!

 	  	  				    2014	 2013
				  
Sales/(Purchases)						      (26,242)	 (24,168)
Interest income						      70,488	 65,639
Interest expense						      (166,795)	 (169,755)
Lease expense						      (44,553)	 (45,907)
Other income						      1,404	 1,657
Other expenses						      (336,573)	 (32,139)
						      (502,271)	 (204,673)

Transactions with other related parties:

Compensation of key management personnel:

	 Group	 Parent
 				    2014	 2013	 2014	 2013
				  
:OVY[�[LYT�LTWSV`LL�ILULÄ[Z				    �������	 �������	 ������ 	 �������
7VZ[�LTWSV`TLU[�ILULÄ[Z				    ������	 ������	 ������	 ����� 
6[OLY�SVUN�[LYT�ILULÄ[Z				    ������	 ������	 ������	 ������
				    211,678	 189,682	 188,806	 170,038

Terms and conditions of transactions with related parties:

The sales to and purchases from related parties are made at normal market prices and settlement is made in cash.  There have been no guarantees provided or received 
for any related party receivables or payables.  For the years ended December 31, 2014 and 2013, the Group has not made any provision for doubtful accounts relating to 
HTV\U[Z�V^LK�I`�YLSH[LK�WHY[PLZ���;OPZ�HZZLZZTLU[�PZ�\UKLY[HRLU�LHJO�ÄUHUJPHS�`LHY�[OYV\NO�L_HTPUH[PVU�VM�[OL�ÄUHUJPHS�WVZP[PVU�VM�[OL�YLSH[LK�WHY[`�HUK�[OL�THYRL[�PU�
which the related party operates.  

26.	 Trust Operations

The Parent is authorized under its Charter to offer trust services and administer trust funds through its Trust Banking Group.  The Parent accepts funds entrusted by clients 
and undertakes as trustee to invest such funds in acceptable securities or other investment outlets.  Trust funds or assets under Management of the Parent under its trust 
operations amounted to P80,852,721 and P57,263,059 as at December 31, 2014 and 2013, respectively.

Summary of Assets under Management is as follows:

 	  					     2014	 2013
			 
Special Purpose Trust						      2,424,237	 3,246,336
Other Fiduciary Accounts						      15,691,151	 9,193,862
Agency						      22,298,110	 24,850,846
Trust						      40,439,223	 19,972,015
						      80,852,721	 57,263,059

In compliance with the requirements of the General Banking Law, government securities with total face value of P950,000 in 2014 and P950,000 in 2013 are deposited with 
):7�HZ�ZLJ\YP[`�MVY�[OL�7HYLU[»Z�MHP[OM\S�WLYMVYTHUJL�VM�P[Z�ÄK\JPHY`�VISPNH[PVU���

27.	 Derivative Financial Instruments

For Derivative instruments, fair values are estimated based on quoted market prices, prices provided by independent parties or values determined using accepted valuation 
models with observable inputs.

Freestanding Derivatives

Currency Forwards

As of December 31, 2014, the outstanding notional amount of the currency sell forward/swap agreements with maturity of less than six months amounted to P19,006.00 
million with market value of P19,027.35 million while the currency bought amounted to P670.80 million with a market value of P671.47 million.

Over the Counter Interest Rate Option Contract Bought

As of December 31, 2014, the outstanding notional amount of the debt warrants bought to mature on November 29, 2032 amounted to P68.91 million with market value 
of P83.34 million.
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Foreign Exchange (FX) Risk Cover 

;OL�MVYLPNU�L_JOHUNL�YPZR�JV]LY�VU�MVYLPNU�IVYYV^PUNZ�PZ�H�KLYP]H[P]L�ÄUHUJPHS�PUZ[Y\TLU[�WLY�):7�4VUL[HY`�)VHYK�9LZVS\[PVU�5V�������KH[LK�(\N\Z[����������HUK�P[Z�
fair value changes are reported in the statement of comprehensive income.  As of December 31, 2014, the outstanding notional amount of the FX risk cover amounted to 
<:������TPSSPVU�HUK�17@��� �����TPSSPVU�

Embedded Derivatives 

Embedded Credit Derivatives 

This includes credit default swaps embedded in host debt instruments and with credit linkages to reference entities.  

Embedded Optionalities in Debt Investments 

This includes call, put, extension, and conversion options in debt securities and loan receivables.  The embedded call, put and extension options are deemed to be closely 
YLSH[LK�[V�[OLPY�OVZ[�JVU[YHJ[Z��^OPSL�[OL�W\[�VW[PVU�LTILKKLK�PU�H�KLI[�PU]LZ[TLU[�PZ�UV[�KLLTLK�[V�IL�ZPNUPÄJHU[��

Embedded Currency Derivatives 

;OL�.YV\W�OHZ�J\YYLUJ`�KLYP]H[P]LZ�LTILKKLK�PU�OVZ[�UVU�ÄUHUJPHS�JVU[YHJ[Z�Z\JO�HZ�SLHZL�HNYLLTLU[Z�HUK�W\YJOHZL�VYKLYZ���

28.	 Commitments and Contingent Liabilities

0U�[OL�UVYTHS�JV\YZL�VM�I\ZPULZZ��[OL�.YV\W�THRLZ�]HYPV\Z�JVTTP[TLU[Z�HUK�PUJ\YZ�JLY[HPU�JVU[PUNLU[�SPHIPSP[PLZ�^OPJO�HYL�UV[�WYLZLU[LK�PU�[OL�ÄUHUJPHS�Z[H[LTLU[Z���;OL�
Group does not anticipate material losses from these commitments and contingent liabilities. 

;OL�.YV\W�PZ�JVU[PUNLU[S`�SPHISL�MVY�SH^Z\P[Z�VY�JSHPTZ�ÄSLK�I`�[OPYK�WHY[PLZ�^OPJO�HYL�LP[OLY�WLUKPUN�KLJPZPVU�I`�[OL�JV\Y[Z�VY�\UKLY�ULNV[PH[PVU��[OL�V\[JVTL�VM�^OPJO�PZ�UV[�
presently determinable.  In the opinion of Management and its legal counsel, the eventual liability under these lawsuits or claims, if any, will not have a material effect on the 
.YV\W»Z�ÄUHUJPHS�Z[H[LTLU[Z�

The following is a summary of various commitments and contingencies at their equivalent peso revalued amounts arising from off-balance sheet items which the Parent 
has contracted:

	 Parent
 	  	  				    2014	 2013
Trust  Department accounts						      80,852,721	 57,263,059
Commitments						      63,655,672	 57,319,997
Standby/commercial letters of credit						      15,850,626	 8,456,839
Derivatives						      23,208,712	 11,558,208
Outstanding guarantees						      88,521	 387,637
Spot exchange contracts						      1,207,440	 1,331,850
Late deposits received						      563,482	 426,750
Outward bills for collection						      53,336	 54,782
Others						      784,704	 866,960
						      186,265,214	 137,666,082

29.	 Financial Performance

;OL�MVSSV^PUN�IHZPJ�YH[PVZ�TLHZ\YL�[OL�ÄUHUJPHS�WLYMVYTHUJL�VM�[OL�7HYLU[!

 	  					     2014	 2013
				  
Net interest margin ratio 						      3.44%	 3.67%
Return on average assets						      1.35%	 1.56%
Return on average equity						      17.20%	 14.33%

30.	 Capital Funds

The Parent complies with the provision of RA No. 7656 on dividend declaration to the National Government (NG) and with the loan and guarantee agreements between the 
>VYSK�)HUR��[OL�7HYLU[�HUK�[OL�+LWHY[TLU[�VM�-PUHUJL��+6-��
  
6U�(WYPS�����������[OL�7HYLU[�YLTP[[LK�JHZO�KP]PKLUKZ�[V�[OL�5H[PVUHS�.V]LYUTLU[�PU�[OL�HTV\U[�VM�7����IPSSPVU�JV]LYPUN�P[Z�*@�����UL[�PUJVTL���

-VY�*@�����UL[�PUJVTL��[OL�7HYLU[�YLTP[[LK�7����IPSSPVU�JHZO�KP]PKLUK�VU�4HYJO����������

Capital Management

;OL�V]LYHSS�JHWP[HS�THUHNLTLU[�VIQLJ[P]L�VM�[OL�.YV\W�PZ�[V�JYLH[L�H�TVYL�LMÄJPLU[�JHWP[HS�Z[Y\J[\YL�^OPSL�LUZ\YPUN�JVTWSPHUJL�^P[O�L_[LYUHSS`�PTWVZLK�JHWP[HS�YLX\PYLTLU[Z�

The Group manages its capital by maintaining strong credit ratings and healthy capital ratios to support its business and sustain its mandate.  Adjustments to the Group’s 
capital structure are made 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 issue capital securities.  No changes were made in the objectives, policies and processes from the previous years.

Regulatory Qualifying Capital

Under existing BSP regulations, the Parent’s compliance with regulatory requirements and ratios is determined based on the amount of the Parent’s unimpaired capital 
(regulatory net worth) as reported to the BSP.

In addition, the risk-based capital ratio of a bank, expressed as a percentage of qualifying capital to risk-weighted assets, should not be less than 10 per cent for both 
Z[HUK�HSVUL�IHZPZ��OLHK�VMÄJL�HUK�IYHUJOLZ��HUK�JVUZVSPKH[LK�IHZPZ��7HYLU[�HUK�Z\IZPKPHYPLZ�LUNHNLK�PU�ÄUHUJPHS�HSSPLK�\UKLY[HRPUNZ�I\[�L_JS\KPUN�PUZ\YHUJL�JVTWHUPLZ����
Qualifying capital and risk-weighted assets are computed based on BSP regulations. Risk-weighted assets consist of total assets less cash on hand, due from BSP, 
loans covered by hold-out on or assignment of deposits, loans or acceptances under letters of credit to the extent covered by margin deposits and other non-risk items 
determined by the Monetary Board (MB) of the BSP.
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The Bank adopted BASEL 3 CAR computation pursuant to BSP Circular No. 781 effective January 31, 2014. INMES and AFS Equity were included as regulatory 
adjustments/deduction to Tier 1 capital.

	 (Amounts in Millions)
			   Group	 Parent
 				    2014	 2013	 2014	 2013

Tier 1 Capital				    75,217	 54,969	 75,217	 55,029
Tier 2 Capital				    14,703	 24,819	 14,682	 24,800
Gross Qualifying Capital				    89,920	 79,788	 89,899	 79,829
Less: Required Deductions				    20,368	 1,272	 22,283	 2,556
Total Qualifying Capital				    69,552	 78,516	 67,616	 77,273
9PZR�>LPNO[LK�(ZZL[Z				    �� ����	 �������	 ����� �	 �������
Adjusted Tier 1 Capital ratio				    11.68%	 14.03%	 11.35%	 13.98%
Total Capital Adequacy Ratio (CAR)				    14.81%	 20.27%	 14.49%	 20.10%

;OL�YLN\SH[VY`�X\HSPM`PUN�JHWP[HS�VM�[OL�7HYLU[�JVUZPZ[Z�VM�;PLY����JVYL��JHWP[HS��^OPJO�JVTWYPZLZ�WHPK�\W�JVTTVU�Z[VJR��YL[HPULK�LHYUPUNZ��J\YYLU[�`LHY�WYVÄ[�SLZZ�YLX\PYLK�
deductions such as unsecured credit accommodations to DOSRI, deferred income tax, other intangible assets, equity investments and investment in non-marketable 
securities. The other component of regulatory capital is Tier 2 (supplementary) capital, which includes unsecured subordinated debt and general loan loss provision.

LBP Group has fully complied with the CAR requirement of the BSP.

31.	 Financial Risk Management

RISK MANAGEMENT ORGANIZATION

5LVN�0DQDJHPHQW�DQG�*RRG�*RYHUQDQFH

Risk Management is an integrative component of good governance which endeavors to ensure adequacy of policies, systems and procedures to manage risks.  Risk 
management at Land Bank of the Philippines (LBP) completes the triumvirate that takes a close look at the controls of the Bank]. Together with internal audit and 
compliance, the synergy of the three functions provides credence to the role of the Bank’s corporate governance in implementing an effective control framework.  

Oversight on all risk-related functions is a responsibility of the LBP Board of Directors (BoD).  This responsibility is rendered by the Board through the Risk Oversight 
Committee (RiskCom), which evaluates and approves the Bank’s risk management framework, policies and effectiveness of controls.  

5LVN�0DQDJHPHQW�3KLORVRSK\

3)7�PZ�H�ÄUHUJPHS� PUZ[P[\[PVU�PU]VS]LK�PU�WYV]PKPUN�IHURPUN�WYVK\J[Z�HUK�ZLY]PJLZ�[OH[�L_WVZL�P[�[V�H�WSL[OVYH�VM�YPZRZ���>OPSL�P[�YLJVNUPaLZ�HSS�YPZRZ�PUOLYLU[�PU�H�ÄUHUJPHS�
PUZ[P[\[PVU��P[�THUHNLZ�JSVZLS`�[OVZL�[OH[�OH]L�ZPNUPÄJHU[�ILHYPUN�VU�P[Z�IHSHUJL�ZOLL[�HJJV\U[Z���9PZR�THUHNLTLU[�PZ�LTILKKLK�PU�HSS�[OL�I\ZPULZZ�WYVJLZZLZ�VM�[OL�)HUR�
and it ascertains that risk-taking is commensurate with its risk appetite. The management of risks is anchored on the Bank’s vision, mission and strategic objectives, as well 
as its organizational structure, Information Technology (IT) infrastructure, control and communication processes, among others.
The Bank’s approach to risk management is as follows:

�	 ;OL�3)7�)VHYK��[OYV\NO�[OL�9PZR*VT��L_LYJPZLZ�V]LYZPNO[�VU�HSS�YPZR�YLSH[LK�M\UJ[PVUZ�HUK�HJ[P]P[PLZ�VM�[OL�)HUR�IHZLK�VU�H�[VW�KV^U�Z[Y\J[\YL"
�	 ;OL�9PZR�4HUHNLTLU[�.YV\W� �94.�� PZ� PUKLWLUKLU[� MYVT�YPZR�[HRPUN�\UP[Z�HUK�WLYMVYTZ�[OL�V]LYZPNO[� M\UJ[PVU� MVY�HSS�THQVY� YPZR�HYLHZ� �JYLKP[��THYRL[��HUK�

SPX\PKP[ �̀�VWLYH[PVUHS��HUK�V[OLY�IHUR�^PKL�YPZRZ����94.�YLWVY[Z�M\UJ[PVUHSS`�[V�[OL�9PZR*VT�HUK�HKTPUPZ[YH[P]LS`�[V�[OL�7YLZPKLU[�
�*OPLM�,_LJ\[P]L�6MÄJLY��*,6��
of the Bank; and

�	 ;OL�)HUR�HKVW[Z�[OL�0U[LNYH[LK�VY�,U[LYWYPZL�^PKL�HWWYVHJO�PU�THUHNPUN�YPZRZ���,U[LYWYPZL�9PZR�4HUHNLTLU[��,94��]PL^Z�[OL�NYV\W�^PKL�YPZRZ�VM�[OL�)HUR�
MYVT�[OL�[VW�HUK�HUHS`aLZ�HUK�HKKYLZZLZ�PKLU[PÄLK�YPZRZ�[VNL[OLY�^P[O�[OL�H\[OVYPaLK�YPZR�[HRPUN�\UP[Z���;OYV\NO�,94��YPZR�HUHS`ZPZ�PZ�Z[YLUN[OLULK�HZ�P[�[HRLZ�
a cross-functional perspective that reveals the interdependencies of the risks and facilitates risk treatment at the source.

5LVN�([SRVXUHV�DQG�$VVHVVPHQW

LBP recognizes the following risk exposures, the same exposures articulated in its 2014 Internal Capital Adequacy Assessment Process (ICAAP) Document.
	
	 RISK						      DESCRIPTION

���*YLKP[�9PZR	 �	 (�JVUZPKLYHISL�WLYJLU[HNL�VM�[OL�)HUR»Z�M\UKZ�HYL�KLWSV`LK�[V�JYLKP[��ILPUN�P[Z�JVYL�I\ZPULZZ��*YLKP[�YPZR�HYPZLZ�MYVT
			   the failure of a counterparty to meet the terms or perform within the bounds of its contract with the Bank. Credit risk to LBP takes the form 

of Counterparty Credit Risk-Loans and Counterparty Credit Risk-Investments.
 
���4HYRL[	 �	 3)7�[YLHZ\Y`�HJ[P]P[PLZ�NLULYHSS`�KLHS�^P[O�.V]LYUTLU[�:LJ\YP[PLZ� �.:��HUK�-VYLPNU�:LJ\YP[PLZ��,X\P[PLZ��HUK�-VYLPNU�*\YYLUJPLZ�[OH[�HYL�

JSHZZPÄLK�HZ�/LSK�-VY�;YHKPUN��/-;��VY�HZ�(]HPSHISL�-VY�:HSL��(-:����;OL�]HS\LZ�VM�[OLZL�HZZL[Z�HYL�Z\IQLJ[�[V�4HYR�;V�4HYRL[��4;4��VY�KHPS`�
valuation to align with prevailing market prices and rates. These adjustments could result to a gain or loss for the Bank.

			   0[�PZ�[OL�YPZR�VM�SVZZ��PTTLKPH[L�VY�V]LY�[PTL��K\L�[V�HK]LYZL�Å\J[\H[PVUZ�PU�WYPJL�VY�THYRL[�]HS\L�VM�PUZ[Y\TLU[Z��WYVK\J[Z��HUK�[YHUZHJ[PVUZ�
PU�[OL�)HUR»Z�V]LYHSS�[YHKPUN�HUK�PU]LZ[TLU[�WVY[MVSPV���-HPS\YL�[V�HU[PJPWH[L�HUK�THUHNL�Å\J[\H[PVUZ�PU�[OL�]HS\LZ�VM�[OL�)HUR»Z�PU]LZ[TLU[Z�
could lead to economic losses. 

3.	Operational Risks	

	 H��7LVWSL�9PZR		 �	��<UKLY�[OL�)HUR»Z�,94��7LVWSL�9PZR�JVUZPZ[Z�VM�[OYLL�YPZR�JVTWVULU[Z��WHY[PJ\SHYS`�KLÄULK�HZ�MVSSV^Z!

				   1.	 5HFUXLWPHQW�	�5HWHQWLRQ�5LVN���+PMÄJ\S[`�VM�[OL�)HUR�[V�H[[YHJ[�HUK�YL[HPU�JVTWL[LU[�LTWSV`LLZ�[OH[�TPNO[�SLHK�[V�VYNHUPaH[PVUHS�	
		  dysfunction and low morale;

	
				   2.	 3HRSOH�'HYHORSPHQW�	�3HUIRUPDQFH�5LVN���+PMÄJ\S[`�[V�develop and enhance employee skills and provide a sound employee 	

		  performance management system that may reduce employee motivation and may adversely  impact the achievement of desired 	
		  performance and conduct;  and

				   3.	 6XFFHVVLRQ�3ODQQLQJ�5LVN - Failure to create and implement a feasible continuance plan for key Bank positions and employees 	
		  that might adversely affect the stability of organizational leadership and business continuity.
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	 ��I��7YVJLZZ�9PZR	 �	 )HZLS�*VTTP[[LL�KLÄULZ�6WLYH[PVUHS�9PZR�HZ�[OL�YPZR�VM�SVZZ�YLZ\S[PUN�MYVT�PUHKLX\H[L�VY�MHPSLK�PU[LYUHS�WYVJLZZLZ��WLVWSL��HUK�Z`Z[LTZ���
Process Risk, as one of the sources of Operational Risk, is the risk of loss caused by, but not limited to, inadequate or failed execution of the 
Bank’s business processes, human error or negligence, fraud and malice.

	 ��J��:`Z[LT�VY�40:	 �	 0;�9PZR�YLMLYZ�[V�[OL�I\ZPULZZ�YPZR�HZZVJPH[LK�^P[O�[OL�\ZL��V^ULYZOPW��VWLYH[PVU��PU]VS]LTLU[�HUK�HKVW[PVU�VM�0;�9PZR�^P[OPU�[OL�)HUR��
		 Risk                          The following are the categories of IT Risk:

			   1.	 IT Management ��-HPS\YL�[V�LMMLJ[P]LS`�HKVW[�PKLU[PÄLK�0;�PUP[PH[P]LZ�HUK�HKTPUPZ[LY�0;�YLZV\YJLZ�TH`�SLHK�[V�SVZ[�I\ZPULZZ�HUK�OPUKLY�	
	 the achievement of the Bank’s goals and objectives.

			   2.	 ,7�&RQðGHQWLDOLW\�- Failure of information system to adequately protect both IT data and IT infrastructure leads to or allows 		
	 unauthorized access, or leads to destruction of information and information systems of the Bank.

			   3.	 IT Availability or Continuity - Failure to ensure uninterrupted operations and immediate recovery from systems and implementation 	
	 failures lead to losses of the Bank.

			   4.	 IT Integrity���-HPS\YL�VM�PUMVYTH[PVU�Z`Z[LT�[V�WYV]PKL�HJJ\YH[L��YLSPHISL�HUK�[PTLS`�ÄUHUJPHS�HUK�UVU�ÄUHUJPHS�PUMVYTH[PVU�^OLU�	
	 ULLKLK�SLHKZ�[V�VWLYH[PVUHS�PULMÄJPLUJPLZ�VY�SVZ[�I\ZPULZZ�VWWVY[\UP[PLZ�

			   5.	 Technology Implementation - Failure to adopt and implement the appropriate approved system and technology to support 	
	 I\ZPULZZ�WYVJLZZLZ�VY�THQVY�PUP[PH[P]LZ�TH`�SLHK�[V�JVZ[S`�PU]LZ[TLU[Z�HUK�^VYR�PULMÄJPLUJPLZ�HUK�TH`�JVTWYVTPZL�WYVK\J[�VY�	
	 service delivery. Not in LBP Risk dictionary but included in IT Risk Management Plan.

��	:[YH[LNPJ�9PZR	 �	 *\YYLU[�HUK�WYVZWLJ[P]L�PTWHJ[�VU�LHYUPUNZ�VY�JHWP[HS�HYPZPUN�MYVT�HK]LYZL�I\ZPULZZ�KLJPZPVUZ��PTWYVWLY�PTWSLTLU[H[PVU�VM�KLJPZPVUZ��VY�
lack of responsiveness to industry changes.  This risk is a function of the compatibility of an organization’s strategic goals, the business 
strategies developed to achieve these goals, the resources deployed against these goals, and the quality of implementation.

			   The resources needed to carry out business strategies are both tangible and intangible. They include communication channels, operating 
systems, delivery networks, and managerial capacities and capabilities. The organization’s internal characteristics must be evaluated against 
the impact of economic, technological, competitive, regulatory, and other environmental changes    (BSP Circular No. 510, Series of 2006).

��	*VUJLU[YH[PVU	 �	 ;OL�*VUJLU[YH[PVU�HUK�*VU[HNPVU�9PZRZ�^OPJO�HYL�JVUZPKLYLK�I`�[OL�)HUR�HZ�7PSSHY���YPZRZ�HYL�OLYLI`�KLÄULK�HZ�MVSSV^Z!
	 and Contagion Risk	  
		
			   1.	 &UHGLW�&RQFHQWUDWLRQ�5LVN - 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.

			   2.	 &RQWDJLRQ�5LVN�- An adverse condition that may affect companies within a holding or parent company, resulting to an adverse 	
	 LMMLJ[�VU�[OL�ÄUHUJPHS�WLYMVYTHUJL�VM�[OL�WHYLU[�JVTWHU`�P[ZLSM��VY�[V�P[Z�V[OLY�Z\IZPKPHYPLZ�HUK�HMÄSPH[LZ���0[�JV\SK�HSZV�HMMLJ[�H�	
	 portion, or an entire portfolio of a bank creditor, or at worse, the entire industry from which that particular distressed company 	
	 belongs to.

��	3PX\PKP[`�9PZR	 �	 -HPS\YL�[V�WYVWLYS`�THUHNL�[OL�)HUR»Z�JHZO�ÅV^Z�[OH[�JV\SK�HMMLJ[�P[Z�HIPSP[`�[V�ZL[[SL�P[Z�VISPNH[PVUZ�HZ�[OL`�ILJVTL�K\L�HUK�JV\SK�SLHK�[V�
insolvency and regulatory sanctions.

��	0U[LYLZ[�9H[L�9PZR	 �	 0UHIPSP[`�[V�HWWYVWYPH[LS`�WSHU�MVY�HUK�YLHJ[�[V�Å\J[\H[PVUZ�PU�PU[LYLZ[�YH[LZ�̂ OPJO�SLHKZ�[V�THYRL[�]HS\L�SVZZLZ�VU�PU]LZ[TLU[�ZLJ\YP[PLZ�VY�JHZO�
ÅV^�ZOVY[MHSSZ�YLZ\S[PUN�MYVT�YL�WYPJPUN�VM�SVHUZ�VY�VISPNH[PVUZ���0[�PZ�[OL�YPZR�[OH[�[OL�)HUR�^PSS�L_WLYPLUJL�KL[LYPVYH[PVU�PU�P[Z�ÄUHUJPHS�WVZP[PVU�
as interest rate moves over time.

			   These losses impact the earnings and economic value of capital.

��	*V\U[LYWHY[`	 �	 *V\U[LYWHY[`�YPZR�YLMLYZ�[V�H�JSHZZ�VM�JYLKP[�YPZRZ�[OH[�VJJ\Y�MYVT�[YHUZHJ[PVUZ�^OLYL�YLJPWYVJHS�VISPNH[PVUZ�HYL�THKL�IL[^LLU�[OL�)HUR
	 9PZR	 �	 HUK�JV\U[LYWHY[PLZ�VY�J\Z[VTLYZ���0[�PZ�[OL�YPZR�HZZVJPH[LK�^P[O�[OL�NYHU[�VM�MHJPSP[PLZ��^OL[OLY�I`�^H`�VM�HJ[\HS�ÄUHUJPUN�^P[O�V\[SH`�VM�M\UKZ�

VY�I`�HJ[\HS�LUNHNLTLU[�PU�H�JVTTP[TLU[�I`�H�IVYYV^LY�[V�M\SÄS�HU�HJ[\HS�VY�JVU[PUNLU[�VISPNH[PVU�[V�[OL�)HUR�
		
		  )HZLK�VU�[OL�HIV]L�KLÄUP[PVU��JYLKP[�YPZR�PZ�PUOLYLU[�PU�IHURPUN�HJ[P]P[PLZ�^OL[OLY�MVY�SVHUZ�VY�PU]LZ[TLU[Z��PUJS\KPUN�HJ[P]P[PLZ�PU�[OL�IHURPUN�

IVVR�HUK�PU�[OL�[YHKPUN�IVVR��HUK�IV[O�MVY�VU�IHSHUJL�HUK�VMM�IHSHUJL�ZOLL[��;O\Z��3)7�JSHZZPÄLZ�*V\U[LYWHY[`�*YLKP[�9PZR�HZ�WLY[HPUPUN�
to both Loans and Investments.  

		  ;OL�)HUR�KLÄULZ�*V\U[LYWHY[`�*YLKP[�9PZR�VU�SVHUZ�HZ�[OL�PUHIPSP[`�[V�YL]PL^�HUK�HUHS`aL�[OL�JYLKP[�X\HSP[`�VM�WV[LU[PHS�VY�L_PZ[PUN�IVYYV^LYZ�
to serve as basis for loan approval (at application) and to determine the probability of default (on an on-going basis), that could lead to 
economic losses.

		  6[OLY�[OHU�SVHUZ��3)7�PZ�MHJPUN�JYLKP[�YPZR��JV\U[LYWHY[`�YPZR��VU�]HYPV\Z�ÄUHUJPHS�PUZ[Y\TLU[Z��HUK�PZ�HU�LSLTLU[�PU�]PY[\HSS`�L]LY`�WYVK\J[�
HUK�ZLY]PJL�[OH[�[OL�)HUR�WYV]PKLZ�Z\JO�HZ�HJJLW[HUJLZ��PU[LYIHUR�[YHUZHJ[PVUZ��[YHKL�ÄUHUJPUN��MVYLPNU�L_JOHUNL�[YHUZHJ[PVUZ��ÄUHUJPHS�
futures, swaps, bonds, equities, options, and in the extension of commitments and guarantees, and the settlement of transactions. Thus, 
Counterparty Credit Risk on investment is referred to by the Bank as the failure to anticipate and manage the risk of counterparty default (for 
PU]LZ[TLU[�ZLJ\YP[PLZ�HUK�KLYP]H[P]LZ��TPNO[�SLHK�[V�ZL]LYL�ÄUHUJPHS�HUK�LJVUVTPJ�SVZZLZ�MVY�[OL�)HUR���

		  Counterparty Risk on loans for ICAAP, except for Interbank Loans, is captured under the Credit Risk Category of the LBP ICAAP Document. 
Thus, discussions of credit risk under this section shall refer to counterparty and the concentration risk exposure related to trading or 
investments. And counterparty would refer to an entity with which the Bank engages in trading or treasury related activities, typically, but not 
ULJLZZHYPS`�HS^H`Z�^P[O�V[OLY�ÄUHUJPHS�PUZ[P[\[PVU�

 �	*VTWSPHUJL�	 �	 *VTWSPHUJL�9PZR�PZ�KLÄULK�HZ�[OL�J\YYLU[�HUK�WYVZWLJ[P]L�YPZR�[V�LHYUPUNZ�VY�JHWP[HS�HYPZPUN�MYVT�]PVSH[PVUZ�VM��VY�UVU�JVUMVYTHUJL�^P[O
	 Risk		  laws, rules and regulations, prescribed practices, internal policies and procedures or ethical standards. (BSP Circular No. 510, Series of 

2006).
	
		  Compliance risk also arises in situations where the laws or rules governing certain bank products or activities of the bank clients may be 

HTIPN\V\Z�VY�\U[LZ[LK���;OPZ�YPZR�L_WVZLZ�3)7�[V�ÄULZ��WH`TLU[�VM�KHTHNLZ�HUK�[OL�]VPKPUN�VM�JVU[YHJ[Z�

		  Compliance risk can lead to diminished reputation, reduced franchise value, limited business opportunities, reduced expansion potential and 
lack of contract enforceability.
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		  9LJLU[S �̀� [OL�JVTWSPHUJL� MYHTL^VYR�OHZ�ILLU� YLKLÄULK�^P[O� [OL� PZZ\HUJL�VM�):7�*PYJ\SHY�5V�������:LYPLZ������^OPJO�THUKH[LZ� [OL�
establishment of a strong, responsive and appropriate bank-wide Compliance System designed to focus on the mitigation of business risk.  
;OL�JPYJ\SHY�KLÄULZ�I\ZPULZZ�YPZRZ�HZ�¸JVUKP[PVUZ�^OPJO�TH`�IL�KL[YPTLU[HS�[V�[OL�)HUR»Z�I\ZPULZZ�TVKLS�HUK�P[Z�HIPSP[`�[V�NLULYH[L�YL[\YUZ�
MYVT�VWLYH[PVUZ��^OPJO�PU�[\YU�LYVKL�P[Z�MYHUJOPZL�]HS\L¹��

		  Providing delineation between the risk program and the compliance program, BSP Circular No. 747, Series of 2012 refers to the risk 
WYVNYHT�HZ�JV]LYPUN�¸ÄUHUJPHS�YPZRZ�[OH[�HYPZL�MYVT�[OL�IHSHUJL�ZOLL[�L_WVZ\YLZ�VM�[OL�PUZ[P[\[PVU¹���6U�[OL�V[OLY�OHUK��JVTWSPHUJL�WYVNYHT�
will deal with business risks which shall include, but not limited to the following:

1.	 Reputation risk resulting from internal decisions that may harm the Bank’s market standing.

2.	 Reputation risk resulting from internal decisions or practices that will eventually have an impact on the public’s trust.

3.	 Legal risks insofar as changes in the interpretation or provisions of the regulations will unswervingly affect the Bank’s business goals.

4.	 Compliance risks resulting from bank activities that:

�	 JVU[YHKPJ[�L_PZ[PUN�YLN\SH[PVUZ�HUK�PKLU[PÄLK�ILZ[�WYHJ[PJLZ�
�	 YL]LHS�^LHRULZZLZ�PU�[OL�PTWSLTLU[H[PVU�VM�JVKLZ�VM�JVUK\J[�HUK�Z[HUKHYKZ�VM�NVVK�WYHJ[PJL

The categories of Compliance Risk are:

�	 9LN\SH[VY`�*VTWSPHUJL�9PZR

	 Imposition of the appropriate sanction shall be based on the assessment of the strength and responsiveness of the whole 
JVTWSPHUJL�Z`Z[LT�[V�HKKYLZZ�I\ZPULZZ�YPZRZ��(�JVTWSPHUJL�Z`Z[LT�^OPJO�ZOHSS�IL�MV\UK�[V�IL�ZPNUPÄJHU[S`�PUZ\MÄJPLU[�ZOHSS�
be considered as unsafe and unsound banking practice.

�	 (U[P�4VUL`�3H\UKLYPUN��(43��*VTWSPHUJL�9PZR

	 Enforcement of actions shall be imposed on the basis of the over-all assessment of the Bank’s AML risk management system.  
>OLUL]LY� H�)HUR»Z�(43� JVTWSPHUJL� Z`Z[LT� PZ� MV\UK� [V� IL� NYVZZS`� PUHKLX\H[L�� [OPZ�TH`� IL� JVUZPKLYLK� HZ� \UZHML� HUK�
unsound banking practice that may warrant initiation of prompt corrective action.

�����9LW\[H[PVU�9PZR	 �	 -HPS\YL�[V�LZ[HISPZO�HUK�THPU[HPU�HU�PTHNL�VM�PU[LNYP[`�HUK�JVTWL[LUJL�PU�KVPUN�I\ZPULZZ�TH`�YLZ\S[�[V�SVZZ�VM�J\Z[VTLYZ�HUK�L]LU�RL`�
employees.

		  In assessing the risk, the following factors were considered: 

�	 SL]LS�VM�PUOLYLU[�YPZR��OPNO��TVKLYH[L�VY�SV^�
�	 HKLX\HJ`�VM�YPZR�THUHNLTLU[��Z[YVUN��HJJLW[HISL�VY�^LHR�
�	 [YLUK�VY�KPYLJ[PVU�VM�YPZR��KLJYLHZPUN��Z[HISL�VY�PUJYLHZPUN�

		  The impact of scenarios in Reputation Risk occurs through various degrees of loss of business, particularly in the loss of clients (depositors 
and borrowers) as well as the ability to generate new business and to raise needed capital.  The impact can also be in the cost of doing 
business. 

�����,]LU[�9PZR	 �	 3VZZ�YLZ\S[PUN�MYVT�KHTHNLZ�K\L�[V�UH[\YHS�JHSHTP[PLZ�Z\JO�HZ�[`WOVVU��LHY[OX\HRL��ÅVVK�HUK�V[OLY�^LH[OLY�KPZ[\YIHUJLZ�HUK�THUTHKL�
YPZR�L]LU[Z�Z\JO�HZ�ÄYL��]HUKHSPZT�HUK�[HTWLYPUN�VM�(\[VTH[LK�;LSSLY�4HJOPUL��(;4���[LYYVYPZT�HUK�OVSK\W�VY�YVIILY �̀

�����3LNHS�9PZR	 �	 <ULUMVYJLHISL�JVU[YHJ[Z�VY�KLMLJ[P]L�JVU[YHJ[Z��SH^Z\P[Z�HUK�HK]LYZL�Q\KNTLU[Z�[OH[�TH`�SLHK�[V�ÄUHUJPHS�SVZZLZ�[V�[OL�)HUR���;OL�[OYLL�
categories of Legal risk are:

1.	 Contract – an agreement between two or more persons which creates an obligation to do or not to do a particular thing.  

	 A contract entered into by the Bank becomes a risk if it is contrary to law, if it has technical defects and/or if parties entering into the 
contract lack legal capacity to do so.

2.	 Lawsuit – a process in law instituted by one party to compel another to do him justice.

	 The following situations present in a lawsuit may eventually lead to an adverse judgment and could become a legal risk:

�	 ]HY`PUN�PU[LYWYL[H[PVUZ
�	 SVZZ�VM�L]PKLUJL
�	 KLSH`PUN�[HJ[PJZ�VM�SP[PNHU[Z
�	 SH[L�VY�UVU�Z\ITPZZPVU�VM�YLX\PYLK�WSLHKPUNZ
�	 MHPS\YL�[V�HWWLHY�PU�WYVJLLKPUNZ
�	 \UL_WLJ[LK�HK]LYZL�JVUZLX\LUJLZ�MYVT�SLNHS�WYVJLLKPUNZ

3.	 Adverse Judgment - unfavourable judgments against the Bank.  The term may also include judgments, though favourable to the Bank, 
cannot be enforced or executed due to the following reasons:

�	 LUMVYJLTLU[�Z\IQLJ[�[V�WV[LU[PHS�KPMÄJ\S[PLZ
�	 MHPS\YL�VY�YLM\ZHS�VM�Q\KNTLU[�VISPNVY�[V�OVUV\Y�VISPNH[PVUZ
�	 Q\KNTLU[�H^HYK�UV[�JHWHISL�VM�ZH[PZMHJ[PVU�VY�L_LJ\[PVU�

����;Y\Z[�6WLYH[PVUZ�	 �	 *V]LYZ�H�^PKL�HYYH`�VM�WV[LU[PHS�YPZRZ�[OH[�TH`�HYPZL�MYVT�H�[Y\Z[LL»Z�ÄK\JPHY`�K\[PLZ�WYLKPJH[LK�VU�[OL�WYPUJPWSL�VM�L_LYJPZPUN�\[TVZ[�JHYL
      Risk	  and prudence in handling the business affairs of other people (trustors).  A trust entity does not own the assets which its clients assign for 

proper management.  Contracts clearly state that trust arrangements are not covered by the Philippine Depository Insurance Corporation 
(PDIC) and except for wilful fraud, gross negligence and evident bad faith, all losses with regard to the trust entity’s investments are for the 
account of its clients. 

	  	
		  All arrangements in Trust are contractual in nature and therefore, LBP - Trust Banking Group’s (LBP-TBG’s) operation is exposed to legal 

YPZR�WLY�JSPLU[���0U�HKKP[PVU��K\L�[V�[OL�[Y\Z[LL»Z�ÄK\JPHY`�K\[PLZ��U\TLYV\Z�Y\SLZ�HUK�YLN\SH[PVUZ�OH]L�ILLU�PTWVZLK�I`�[OL�):7�[V�PTWYV]L�
JVU[YVSZ�HUK�ZL[�IHZPJ�Z[HUKHYKZ�PU�ÄK\JPHY`�WYHJ[PJLZ��-\Y[OLY��[OL�JVU[PU\PUN�HKKP[PVUHS�HUK�L]VS]PUN�Y\SLZ��YLN\SH[PVUZ�HUK�JPYJ\SHYZ�MYVT�
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regulators such as, the BSP, the Securities Exchange Commission (SEC), the Insurance Commission (IC) and the Bureau of Internal Revenue 
(BIR), expose LBP-TBG operations to compliance and strategic risks.

		  Because a trust entity’s operations are similar to a bank, all areas of risk associated with commercial banking operations in terms of 
operational and investment risks are also applicable to trust banking.

�����:\IZPKPHYPLZ�9PZR	 �	 9PZR�VU�LHYUPUNZ�HUK�HZZL[Z�VM�3)7��KPYLJ[�PTWHJ[��HYPZPUN�MYVT�YLK\JLK�VY�KLJSPUL�PU�UL[�PUJVTL�VM�3)7�Z\IZPKPHYPLZ��Z\I�NYV\W�IHZPZ��

CREDIT RISK MANAGEMENT

*YLKP[�YPZR�PZ�[OL�YPZR�[OH[�VUL�WHY[`�[V�H�ÄUHUJPHS�PUZ[Y\TLU[�^PSS�MHPS�[V�KPZJOHYNL�HU�VISPNH[PVU�HUK�JH\ZL�[OL�V[OLY�WHY[`�[V�PUJ\Y�ÄUHUJPHS�SVZZLZ���6]LYHSS�JYLKP[�YPZR�
management oversight is a function of the Board-level RiskCom.

Credit Risk Assessment

Credit risk assessment is a function of the Bank’s lending sector and is guided by established policies and procedures which are regularly reviewed and enhanced.  In 
JSVZL�JVVYKPUH[PVU�^P[O�[OL�SLUKPUN�\UP[Z��94.�PZZ\LK�[^LU[`�Ä]L������JYLKP[�WVSPJPLZ��I\SSL[PUZ�HUK�L_LJ\[P]L�VYKLYZ�PU�������[V�JVTWSLTLU[�\WKH[L�VY�LUOHUJL�L_PZ[PUN�
credit policies and guidelines.

Consistent with good corporate governance, LBP manages credit risk by setting limits for individual borrowers and group of borrowers and industry segments.  
The Bank also monitors credit exposures, and continually assesses the credit quality of counterparties.  Assessment of credit quality considers credit ratings of 
counterparties given by external credit assessment institutions such as Moody’s, Fitch, Standard & Poor’s and PhilRatings.  The use of external credit ratings adheres to 
[OL�):7�N\PKLSPULZ�VU�[OL�0TWSLTLU[H[PVU�VM�[OL�9L]PZLK�9PZR�)HZLK�*HWP[HS�(KLX\HJ`�-YHTL^VYR�¹��-VY�MVYLPNU�HUK�ÄUHUJPHS�PUZ[P[\[PVU�HJJV\U[Z��[OL�)HUR�KV^USVHKZ�
available extra credit ratings from Bloomberg. 

For all client types, credit risk management is supplemented by credit rating systems which were developed for Corporations, Small & Medium Enterprises, (SME), 
Financial Institutions, Cooperatives and Local Government Units (LGU).  The ratings of clients are being used, among others, as basis for determining the credit 
worthiness of loan clients, independent review of the ratings after approval is done by RMG to support the Internal Credit Risk Rating System (ICRRS) ratings as required 
I`�):7���-VY�������94.�JVTWSL[LK�[OL�WVZ[�]HSPKH[PVU�VM�Ä]L�O\UKYLK�ZP_[`�Ä]L�������0*99:�YH[PUNZ�VM�JVYWVYH[L�JSPLU[Z�

Implementation of the Credit Risk Engine System (CRES)

The Credit Policy & Risk Management Department (CPRMD) was able to obtain approval for recalibration of the credit rating scorecard for corporate clients from 
the Credit Committee (CRECOM) and the Investment & Loan Committee (ILC).  The credit rating scorecard will be deployed upon due approval of the proposed 
implementing guidelines currently under review by lending units.  The CPRMD is also conducting recalibration of the LGU credit rating scorecard to ensure its predictive 
capability following some changes in set parameters.

Moreover, CPRMD continued the scoring of new livelihood accounts through the automated process from February 2014 onwards, albeit it likewise presented the 
recalibrated Livelihood Loans scorecard to the Branch Operations Committee (BOC) for its approval last 19 December 2014 to address parameter changes for 
Department of Education (DepEd) Livelihood Loan accounts.

Credit Risk Exposure and Credit-related Commitments 

*YLKP[�YPZR�̂ P[O�YLZWLJ[�[V�KLYP]H[P]L�ÄUHUJPHS�PUZ[Y\TLU[Z�PZ�SPTP[LK�[V�[OVZL�PUZ[Y\TLU[Z�̂ P[O�WVZP[P]L�MHPY�]HS\LZ��̂ OPJO�HYL�PUJS\KLK�\UKLY�̧ 6[OLY�(ZZL[Z¹���;OL�)HUR�HSZV�
makes available to its customers guarantees which may require LBP to make payments on behalf of these clients.  Such payments are collected from customers based 
on the terms of the Letter of Credit.  These guarantees expose the Bank to similar risks as loans and these are mitigated by the same control processes and policies.  
As a result, the maximum credit risk without taking into account the fair value of any collateral and netting arrangements is limited to the amounts on the balance sheet 
plus commitments to customers.

The table below shows the maximum exposure to credit risk for the components of the Balance Sheets, including derivatives.  The maximum exposure is shown net, 
after the effect of mitigation through the use of master netting and collateral arrangements.

	 Group	 Parent
 				    2014	 2013	 2014	 2013
6U�)HSHUJL ZOLL[ ÄUHUJPHS HZZL[Z				  
				  
Cash and balances with BSP (excluding Cash on hand)			   229,608,752	 249,858,094	 229,607,442	 249,774,284
Due from banks				    6,385,039	 3,196,281	 6,285,385	 3,140,487
Interbank loans receivable				    17,243,602	 7,036,608	 17,243,602	 7,036,608
Securities purchased under agreements to resell			   56,390,000	 6,122,000	 56,390,000	 6,122,000
-PUHUJPHS�HZZL[Z�H[�MHPY�]HS\L�[OYV\NO�WYVÄ[�VY�SVZZ�/LSK�MVY�[YHKPUN			   ����������	 ���������	 ����������	 ���������
Available-for-Sale Investments				    191,341,109	 179,836,155	 191,341,109	 179,836,155
Held-to-maturity Investments				    95,814,860	 40,904,585	 95,025,587	 40,101,183
Loans and receivables				    402,186,672	 322,410,939	 401,265,229	 321,002,300
				    1,013,782,874	 811,711,739	 1,011,971,194	 809,360,094
Off-Balance sheet items				  
Financial guarantees				    3,243,426	 3,161,981	 3,243,426	 3,161,981
Loan commitments and 				  
	 Contingent liabilities				    76,351,393	 63,002,492	 76,351,393	 63,002,492
				    79,594,819	 66,164,473	 79,594,819	 66,164,473
Total Credit Risk Exposure				    1,093,377,693	 877,876,212	 1,091,566,013	 875,524,567

>OLYL�[OL�ÄUHUJPHS�PUZ[Y\TLU[Z�HYL�YLJVYKLK�H[�MHPY�]HS\L��[OL�HTV\U[Z�ZOV^U�HIV]L�YLWYLZLU[�[OL�J\YYLU[�JYLKP[�YPZR�L_WVZ\YL�I\[�UV[�[OL�TH_PT\T�YPZR�L_WVZ\YL�[OH[�
could arise in the future as a result of change in values.

;OL�KL[HPSZ�VU�[OL�TH_PT\T�L_WVZ\YL�[V�JYLKP[�YPZR�MVY�LHJO�JSHZZ�VM�ÄUHUJPHS�PUZ[Y\TLU[�HYL�YLMLYYLK�[V�PU�ZWLJPÄJ�UV[LZ�

Risk concentrations of the maximum exposure to credit risk

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.

The Parent has established concrete guidelines and procedures relative to managing, monitoring and reporting large exposures and credit risk concentrations in 
accordance with the rules and regulations issued by the BSP.
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(Z�VM����+LJLTILY�������[OL�7HYLU[»Z�X\HSPM`PUN�JHWP[HS�JV]LYPUN�JYLKP[�YPZR�PZ�7�������IPSSPVU���)HZLK�VU�[OL�):7�KLÄUP[PVU��[OL�7HYLU[�OHZ�ZL[�[OL�ILUJOTHYR�MVY�SHYNL�
exposures at P3.86 billion.

On the other hand, the Parent’s Single Borrower’s Limit (SBL) is pegged at P19.432 billion for direct lending and P27.386 billion for wholesale lending.

Overall credit risk management oversight is a function of the Board of Directors (BOD)-level Risk Management Committee.  In general, mitigation measures on credit risks 
are implemented at various levels.  However, oversight on credit risk management is vested on the Risk Management Group which is independent from the business 
function.  This is critical in ensuring the integrity and objectivity of the credit risk assessment, pricing, and management process.

The Parent ensures that the credit risks undertaken are commensurate with the risk appetite and the Parent’s capacity to manage such risks.  Thus, regular monitoring 
of both the level of risk and equity capital is undertaken to ensure that even in instances of major credit surprises, the Parent could sustain its operations in spite of the 
SVZZLZ�PUJ\YYLK�HUK�JVU[PU\L�[V�IL�HU�LMÄJPLU[�ÄUHUJPHS�PU[LYTLKPHY`�MVY�KL]LSVWTLU[�HUK�PUZ[P[\[PVUHS�ÄUHUJPUN�

The BSP considers that credit concentration exists when total loan exposure to a particular industry exceeds 30 per cent of total loan portfolio.  As of 31 December 
2014 and 2013, the Parent does not have credit concentration in any particular industry.

As of December 31, 2014 and 2013, information on the concentration of credit as to industry based on carrying amount is shown below:

 		  Parent
					     2014		  2013
 					     Amount	 %	 Amount	 %
				  
Financial intermediation				    45,463,808	 11.8	 31,254,583	 10.3
Agriculture, hunting and forestry				    64,446,378	 16.7	 53,637,349	 17.7
Real estate, renting and business activities				    48,350,833	 12.5	 40,405,973	 13.3
Public administration and defense				    40,297,169	 10.4	 42,427,725	 14.0
Manufacturing				    28,367,821	 7.3	 23,191,570	 7.6
Community, social and personal services				    7,035,615	 1.8	 10,908,453	 3.6
Electricity, gas and water				    56,315,845	 14.6	 46,781,383	 15.4
>OVSLZHSL�
�YL[HPS�[YHKL��YLWHPY�VM�TV[VY�
	 vehicles, motorcycles & personal and 
	 household goods				    26,155,457	 6.8	 17,768,695	 5.8
Transport, storage and communication				    31,430,663	 8.1	 20,487,987	 6.7
Construction				    16,268,608	 4.2	 9,492,208	 3.1
Private households				    14,553,282	 3.8	 1,136,886	 0.4
Hotel and restaurant				    2,656,522	 0.7	 2,052,275	 0.7
Others				    5,274,455	 1.3	 4,191,393	 1.4
					     386,616,456	 100.0	 303,736,480	 100.0
Allowance for losses				    (3,340,369)		  (3,248,889)	
					     383,276,087		  300,487,591

Collateral and Other Credit Enhancements

The amount and type of collateral required depends on the type of borrower and assessment of the credit risk of the borrower. The Bank’s revised Credit Manual provides 
the guidelines on the acceptability of collateral and maximum valuation for each type of collateral.

The following are the main collaterals accepted by the Bank:

�	 -VY�JVTTLYJPHS�SLUKPUN�¶�JHZO�VY�.:��YLHS�LZ[H[L�WYVWLY[PLZ��PU]LU[VY �̀�JOH[[LS"�HUK
�	 -VY�YL[HPS�SLUKPUN�¶�TVY[NHNL�V]LY�YLZPKLU[PHS�WYVWLY[PLZ�

The Bank also obtains guarantees from corporations which are counter-guaranteed by the Philippine National Government and other corporations accredited by LBP.  
In the case of agricultural and agri-related loans that are vulnerable to the effects of climate and weather disturbances, borrowers are encouraged to avail of guarantee 
and insurance mechanisms to shield them, as well as the Bank, from risk events.

The Bank monitors the market value of collateral, requests additional collateral in accordance with the underlying agreement, and monitors the market value of collateral 
obtained during its review of the adequacy of the allowance for impairment losses.

It is the Bank’s policy to dispose of the foreclosed properties in an orderly fashion.  The proceeds are used to reduce or repay the outstanding claim.  In general, the Bank 
does not occupy foreclosed properties for business use.  The Bank also makes use of master netting arrangements with counterparties.

Credit Stress Testing

The Bank regularly conducts stress testing on its loan portfolio covering various scenarios arising from risk events with high probability of occurrence.  Utilizing such 
scenarios, tests were done to determine their impact on the Bank’s loan portfolio quality, credit risk weighted assets, and ultimately on its Capital Adequacy Ratio (CAR).  
The stress tests enabled the Bank to adopt applicable courses of actions to mitigate the resulting risks as well as to comply with regulatory requirements.

Credit Risk Weighted Assets (CRWA)

.YVZZ�*9>(�HZ�VM������HNNYLNH[LK�[V�7������ �����TPSSPVU�IYVRLU�KV^U�HZ�MVSSV^Z!

                           Nature of Items							       Amount
							       (In million pesos)
;V[HS�9PZR�>LPNO[LK�(ZZL[Z��9>(��6U�)HSHUJL�:OLL[	 �					     �������� ��
;V[HS�9>(�6MM�)HSHUJL�:OLL[							       ����������
;V[HS�*V\U[LYWHY[`�9>(�PU�[OL�)HURPUN�)VVR��+LYP]H[P]LZ�
�9LWV�Z[`SL�;YHUZHJ[PVUZ�					     �����
;V[HS�*V\U[LYWHY[`�9>(�PU�[OL�;YHKPUN�)VVR							       �������
;V[HS�9PZR�>LPNO[LK�(TV\U[�VM�*YLKP[�3PURLK�5V[LZ�PU�[OL�)HURPUN�)VVR					     �����
;V[HS�9PZR�>LPNO[LK�:LJ\YP[PaH[PVU�,_WVZ\YLZ							       �����
	  						      418,189.230

3)7»Z�.YVZZ�*9>(�UL[�VM�.LULYHS�3VHU�3VZZ�7YV]PZPVU�VM�7��������� ��TPSSPVU��*9>(�JVUZ[P[\[LK�� ����WLY�JLU[�VM�[OL�HNNYLNH[L�9>(�VM�7����� ������TPSSPVU�
Capital Adequacy Ratio (CAR).  The stress tests enabled the Bank to adopt applicable courses of actions to mitigate the resulting risks as well as to comply with 
regulatory requirements.
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MARKET RISK MANAGEMENT

4HYRL[�YPZR�PZ�[OL�YPZR�VM�ÄUHUJPHS�SVZZ�HYPZPUN�MYVT�L_WVZ\YL�[V�HK]LYZL�JOHUNLZ�PU�]HS\LZ�VM�ÄUHUJPHS�PUZ[Y\TLU[Z�JH\ZLK�I`�JOHUNLZ�PU�THYRL[�WYPJLZ�VY�YH[LZ��PUJS\KPUN�
PU[LYLZ[�YH[LZ��-VYLPNU�,_JOHUNL��-_��YH[LZ��VY�Z[VJR�WYPJLZ�[OH[�JHU�JOHUNL�[OL�]HS\L�VM�ÄUHUJPHS�WYVK\J[Z�OLSK�I`�[OL�)HUR��

9PZR�L_WVZ\YLZ�KPMMLY�KLWLUKPUN�VU�^OL[OLY� [OL�L_WVZ\YLZ�HYL�JHSJ\SH[LK�MVY�ÄUHUJPHS�HJJV\U[PUN�VY�\UKLY� 0U[LYUH[PVUHS�-PUHUJPHS�9LWVY[PUN�:[HUKHYKZ� �0-9:���;OL�
standardized approach is used in the calculation of capital charge for all risk exposures. The Basel II Pillar 3 disclosures are generally based on the measures of risk 
exposure used to calculate the regulatory capital required.

;OL�[HISL�ILSV^�WYV]PKLZ�H�IYLHRKV^U�VM�4HYRL[�9PZR�>LPNO[LK�(ZZL[Z�MVY�THYRL[�YPZR�WVY[MVSPV�L_WVZ\YLZ�JHSJ\SH[LK�\ZPUN�[OL�Z[HUKHYKPaLK�HWWYVHJO�

Market Risk Weighted Assets (MRWA)

(Z�VM����+LJLTILY�������[OL�49>(�VM�[OL�)HUR�Z[VVK�H[�7����������TPSSPVU��IYVRLU�KV^U�HZ�MVSSV^Z!

         Nature of Items							       Amount
							       (In million pesos)
Interest Rate Exposure							       1,778.538 
Equity Exposure							       83.300 
FX Exposure							       647.167 
Options							       3,534.363 
							       6,043.368 

;OL�[V[HS�49>(�YLWYLZLU[Z������WLY�JLU[�VM�[OL�HNNYLNH[L�9>(�VM�7����� ������TPSSPVU�

Market Risk Management Framework

LBP is exposed to market risks in both its trading and non-trading banking activities.  The Bank assumes market risk in market making and position taking in GS and 
V[OLY�KLI[�PUZ[Y\TLU[Z��LX\P[ �̀�-_�HUK�V[OLY�ZLJ\YP[PLZ��HZ�^LSS�HZ��PU�KLYP]H[P]LZ�VY�ÄUHUJPHS�PUZ[Y\TLU[Z�[OH[�KLYP]L�[OLPY�]HS\LZ�MYVT�WYPJL��WYPJL�Å\J[\H[PVUZ�HUK�WYPJL�
expectations of an underlying instrument (e.g. share, bond, Fx or index).   LBP exposure on derivatives is currently limited to currency swaps and currency forwards to 
THUHNL�-_�L_WVZ\YL��(S[OV\NO�[OL�)HUR�PZ�HSZV�L_WVZLK�[V�KLYP]H[P]LZ�[OH[�HYL�LTILKKLK�PU�ZVTL�ÄUHUJPHS�JVU[YHJ[Z��[OLZL�HYL�JVUZPKLYLK�PUZPNUPÄJHU[�PU�]VS\TL��
 
The Bank uses a combination of risk sensitivities, Value-at-Risk (VaR), stress testing, capital adequacy ratio and capital metrics to manage market risks and establish 
SPTP[Z���;OL�3)7�)V+��9PZR*VT�HUK�[OL�(ZZL[�
�3PHIPSP[`�*VTTP[[LL��(3*6���KLÄUL�HUK�ZL[�[OL�]HYPV\Z�THYRL[�YPZR�SPTP[Z�MVY�LHJO�[YHKPUN�WVY[MVSPV���;OL�;YLHZ\Y`�
�
Investment Banking Sector (TIBS) particularly the Financial Markets Group (FMG), which manages the Bank’s trading units and the Asset & Liability Management Group 
(ALMG), which manages the Bank’s liquidity and reserve positions, conduct risk-taking activities within limits at all times and ensures that breaches are escalated to 
senior management for appropriate action. 

�(�THUHNLTLU[�SVZZ�HSLY[�PZ�HJ[P]H[LK�^OLUL]LY�SVZZLZ�K\YPUN�H�ZWLJPÄLK�WLYPVK�LX\HS�VY�L_JLLK�ZWLJPÄLK�THUHNLTLU[�SVZZ�HSLY[�SL]LS���3)7�JVU[YVSZ�HUK�TPUPTPaLZ�
the losses that may be incurred in daily trading activities through the VaR and stop loss limits.
 
 Positions are monitored on a daily basis to ensure that these are maintained within established limits. Position Limits are also established to control losses but are 
Z\IVYKPUH[LK�[V� [OL�=H9�HUK�:[VW�3VZZ�3PTP[Z��4HJH\SH`�HUK�4VKPÄLK�+\YH[PVU�HYL�\ZLK�[V� PKLU[PM`� [OL� PU[LYLZ[� YH[L�ZLUZP[P]P[`�VM� [OL�)VUK�7VY[MVSPV�VM� [OL�)HUR��
Moreover, Re-pricing Gap, Earnings-at-Risk (EaR) and Economic Value of Equity-at-Risk (EVE) are used to measure interest rate risk in the banking book. 

Managing Market Risk Components

The following discusses the key market risk components along with respective risk mitigation techniques:

1.	 Fx Risk Management 

*\YYLUJ`�YPZR�PZ�[OL�YPZR�[OH[�[OL�]HS\L�VM�H�ÄUHUJPHS� PUZ[Y\TLU[�^PSS�Å\J[\H[L�K\L�[V�JOHUNLZ�PU�-_�YH[LZ���3)7�]PL^Z�[OL�7OPSPWWPUL�7,:6�HZ�P[Z�M\UJ[PVUHS�J\YYLUJ �̀��
Positions are monitored daily to ensure that these are within established limits. The following limits are set for foreign-currency related transactions:
			 
				    	Position	 Management Loss	  Stop loss	
					     Limit	            Alert	                 Limit
					     (In millions)	 Monthly	 Monthly 
Foreign Exchange Trading					     $50	 $320,000	 $430,000
Foreign Securities					     $20	 $298,000	 $398,000

3)7�OHK�[OL�MVSSV^PUN�ZPNUPÄJHU[�L_WVZ\YLZ�KLUVTPUH[LK�PU�MVYLPNU�J\YYLUJPLZ�HZ�VM�+LJLTILY���������!�

 					     US$	 Others	 Total
						     (In thousands pesos)
Assets			 
Foreign Currency & Coins on Hand /Cash &
    other cash items					      623,096 	  32,424 	 655,520 
Due from banks	  				    5,742,371 	  492,911 	  6,235,282 
Held for trading					     483,309 	 0   	  483,309 
Available for sale investments	  				    24,791,688 	  554,242 	  25,345,930 
Held to Maturity	  				    22,646,176 	 0  	  22,646,176 
Interbank loans receivable	  				    16,367,520 	 526,083   	 16,893,603 
Loans and receivables	  				    10,663,049 	  3,468,074 	 14,131,123
Investment in subsidiaries					      33,952 	 13,574 	  47,526 
Total Assets					      81,351,161 	  5,087,308 	  86,438,469 

Liabilities			 
Deposit liabilities	  				    54,868,745	  931,982 	 55,800,727
Bills payable					      662,902 	 0 	  662,902 
Others					     11,410,503 	  16,309,787 	 27,720,290 
Total Liabilities	  				    66,942,150 	  17,241,769 	  84,183,919 
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��	 (TXLW\�3ULFH�5LVN�0DQDJHPHQW

;OL�)HUR�PZ�L_WVZLK�[V�LX\P[`�WYPJL�YPZR�HZ�H�JVUZLX\LUJL�VM�]HS\L�Å\J[\H[PVUZ�VM�LX\P[`�ZLJ\YP[PLZ���,X\P[`�WYPJL�YPZR�YLZ\S[Z�MYVT�JOHUNLZ�PU�[OL�SL]LSZ�VM�]VSH[PSP[`�VM�
LX\P[`�WYPJLZ��^OPJO�PU�[\YU�HMMLJ[�[OL�]HS\L�VM�LX\P[`�ZLJ\YP[PLZ�HUK�PTWHJ[Z�VU�WYVÄ[�HUK�SVZZ�VM�[OL�)HUR���,X\P[PLZ�HYL�Z\IQLJ[�[V�KHPS`�4;4�HUK�JVU[YVSSLK�[OYV\NO�YPZR�
limits such as position, VaR, Management Alert and Stop Loss.   

��	 ,QWHUHVW�5DWH�5LVN�LQ�WKH�%DQNLQJ�%RRN��

The Bank continues to manage interest rate risk in trading activities through the use of an effective and independently validated VaR methodology.  For interest rate 
risk in the banking book, a key component of the Bank’s asset and liability policy is the management of interest rate sensitivity. Interest rate sensitivity is the relationship 
between market interest rates and net interest income due to the maturity or re-pricing characteristics of interest earning assets and interest bearing liabilities. For any 
given period, the pricing structure is matched when equal amounts of such assets or liabilities mature or re-price in that period.  Any mismatch of interest earning assets 
and interest bearing liabilities is known as a gap position. A positive gap normally means that an increase in interest rates would have a positive effect on net interest 
income, while a negative gap normally means that a decrease in interest rates would have a negative effect on net interest income. 

;OL�)HUR�LZ[HISPZOLZ�PUP[PHS�YH[LZ�VM�PU[LYLZ[�MVY�TVZ[�VM�P[Z�SVHUZ�IHZLK�VU�H�ZWYLHK�V]LY�P[Z�PU[LYUHS�IHZL�YH[L��^OPJO�YLÅLJ[Z�[OL�)HUR»Z�H]LYHNL�JVZ[�VM�M\UKZ�^OPJO�
is generally reset at the beginning of every week.  The spread charged for particular loans varies depending on a number of factors, such as the type of customer, the 
credit worthiness of the borrower, the type and maturity of the loan, the type of security offered, if any, the amount of the borrower’s deposits with the Bank, potential 
MLL�IHZLK�I\ZPULZZ�MYVT�[OL�J\Z[VTLY��JVTWL[P[P]L�JVUZPKLYH[PVUZ�HUK�V[OLY�MHJ[VYZ��0U[LYLZ[�YH[LZ�VU�ÅVH[PUN�YH[L�SVHUZ�HYL�[`WPJHSS`�YLZL[�L]LY`����[V� ��KH`Z��-VY�
deposits, regular savings account rates are set by reference to prevailing market rates, while rates on time deposits are usually priced below rates applicable to Philippine 
Treasury Bills with similar maturities.

The Bank manages interest rate risk based on approved policies and guidelines, established limit setting procedures and interest rate risk limits, application of interest 
rate risk measurement models and reporting standards such as re-pricing gap, EaR, and EVE reports. The assumptions employed include deposit and loan pricing 
volatilities and reasonability of asset prepayment. It also include determining functional life of non-maturing deposit accounts which is necessary for comparing the 
accounts with alternative funding sources of the same duration to determine their relative value.  Other assumption includes non-maturing deposits price sensitivity and 
KLJH`�YH[LZ�HUK�[OL�RL`�YH[L�KYP]LYZ�MVY�LHJO�PU[LYLZ[�YH[L�ZOVJR�ZJLUHYPV���*HZO�ÅV^Z�MYVT�ÅVH[LYZ�HYL�I\JRL[LK�HJJVYKPUN�[V�[OLPY�UL_[�YL�WYPJPUN��PM�Ä_LK�YH[L��[OLZL�
ZOHSS�IL�I\JRL[LK�HJJVYKPUN�[V�YLZPK\HS�TH[\YP[ �̀�5VU�TH[\YPUN�KLWVZP[�HJJV\U[Z�HYL�JSHZZPÄLK�PU�[OL�º��[V����KH`Z»�IPU��

The two interest rate risk perspectives adopted by LBP in measuring Interest Rate Risk in the Banking Book are as follows:

a.   Earnings Perspective - The Bank uses the EaR Model to estimate changes in net interest income (NII) under a variety of rate scenarios over a one year horizon.  
0U[LYLZ[�YLSH[LK�HZZL[Z��SPHIPSP[PLZ�HUK�VMM�IHSHUJL�ZOLL[�P[LTZ�HYL�JSHZZPÄLK�I`�TH[\YP[`�I\JRL[�[V�KL[LYTPUL�YL�WYPJPUN�NHWZ�[OH[�HYL�LZZLU[PHS�PUKPJH[VY�VM�[OL�SL]LS�VM�
interest rate risk in the banking book.  It is a simulation method that analyzes the interest rate risk in the banking book in terms of earnings (accrual basis). The re-pricing 
gap is multiplied by a change in interest rate or rate shocks to determine EaR or the potential increase or decrease in NII resulting from changes in interest rates.  EaR  
TLHZ\YLZ�[OL�KLJSPUL�PU�500�YLZ\S[PUN�MYVT�\W^HYK�VY�KV^U^HYK�PU[LYLZ[�YH[L�TV]LTLU[Z�PU�H�¸)\ZPULZZ�HZ�\Z\HS¹�LU]PYVUTLU[��LP[OLY�[OYV\NO�NYHK\HS�TV]LTLU[Z�VY�HZ�
a one-off large interest rate shock over a particular time horizon.

The following table sets the re-pricing gap position of the LBP as of 31 December 2014 and the increase (decline in earnings for upward and downward interest rate 
shocks in the banking book):

				   2014 Change in Interest Rates	
(In Php Million)	 -300/-15	 -200/-10	 -100/-5	 -50/-2.5	 +50/+2.5	 +100/+5	 +200/+10	 +300/+15
Earnings-at-Risk 	 14,194.32	 9,462.88	 4,731.44	 2,365.72	 (2,365.72)	 (4,731.44)	 (9,462.88)	 (14,194.32)

		  		  	 Due in more	 Due in more
 				    Due within 1	 than 1 month to	 than 3 months	 Due in more
Financial Items				    month	 3 months	  to 6 months	 than 6 months 
						      (in Php Millions)
Financial Assets				  
Due from BSP				    0  	 0  	 0  	 0   
Total Loans	  			   135,868.19 	  114,076.59 	  40,402.46 	  18,003.84 
Total Investments	  			   1,035.96 	  1,142.19 	  7,467.27 	  936.59 
Sales Contract Receivables				     27.65 	  6.01 	  5.45 	  14.89 
Total Financial Assets	  			   136,931.80 	  115,224.79 	  47,875.18 	  18,955.32 
Financial Liabilities				  
Deposits				    634,375.02	  137,539.50 	  17,525.40 	  13,930.21 
Bills Payable				    0  	  1,162.80 	  5,719.78 	  662.90 
Others				     45.03 	 0 	 0  	 0   
Total Financial Liability				    634,420.05	  138,702.30 	  23,245.18 	  14,593.11 

				  
Off-Balance Sheet				  
Derivatives	  			   (17,888.00)	  (447.20)	 0  	 0
Commitments				    0	 0	 0	 (46,467.05)
Total Off-Balance Sheet				     (17,888.00)	  (447.20)	 0  	  (46,467.05)
Repricing Gap				    (515,376.25)	 (23,924.71)	 24,630.00 	 (42,104.84)

b.   Economic Value Perspective - The Bank uses the EVE Model to assess the potential long-term effects of changes in interest rates. This model provides long-term 
view of possible effects of interest rate changes over the remaining life of the Bank’s holdings.  This model also measures the change in the Bank’s economic value of 
LX\P[`�MVY�ZWLJPÄLK�JOHUNLZ�PU�PU[LYLZ[�YH[LZ�

EVE is calculated by valuing all assets and liabilities, plus or minus off-balance sheet transactions in the theoretical base rate environment, then revaluing the balance 
sheet based on a forecasted change in interest rates, and calculating the change.  The base case scenario is run using theoretical forecast.  Alternate scenarios are run 
against the base case.  The percentage changes between the base case and the alternate scenario measure the changes in the values of the balance sheet.  

The next table shows the increase (decline) in economic value for upward and downward rate shocks using the EVE Model to measure interest rate risk in the banking 
book.

	 2014 Change in Interest Rates
	 (In  million pesos)
    Basis Points	 -300	 -200	 -100	 -50	 +50	 +100	 +200	 +300
EVE 	 5,764	 3,813	 1,891	 942	 (935)	 (1,862)	 (3,696)	 (5,502)
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Both viewpoints are assessed to determine the full scope of the Bank’s interest rate risk exposure.  Moreover, interest risk in the Bank is not managed in isolation. 
Interest risk measurement systems are integrated into the Bank’s general risk measurement system and the results from models used are interpreted in relation with 
other risk exposures.

The interest rate risk exposures of the LBP are measured and reported to the ALCO and RiskCom at least on a monthly basis under the earnings perspective through 
EaR Model and quarterly for the economic value perspective using EVE Model.

Market Risk Measurement and Validation Models

1.	 VaR Analysis

VaR is a statistical approach for measuring the potential variability of trading revenue.  It is used to measure market risk in the trading book under normal conditions,  
LZ[PTH[PUN�[OL�WV[LU[PHS� YHUNL�VM� SVZZ� PU�[OL�THYRL[�]HS\L�VM�[OL�[YHKPUN�WVY[MVSPV��V]LY�H�VUL�KH`�WLYPVK��H[�[OL�  ����WLY�JLU[�JVUÄKLUJL� SL]LS��HZZ\TPUN�H�Z[H[PJ�
portfolio.  This level implies that on 99 trading days out of 100, the MTM of the portfolio will likely either (1) increase in value, or (2) decrease in value by less than the VaR 
estimate; and that on 1 trading day out of 100, the MTM of the portfolio will likely decrease in value by an amount that will exceed the VaR estimate.  

VaR is calculated by simulating changes in the key underlying market risk factors (e.g., interest rates, interest rate spreads, equity prices, foreign exchange rates) to 
KL[LYTPUL�[OL�WV[LU[PHS�KPZ[YPI\[PVU�VM�JOHUNLZ�PU�[OL�THYRL[�]HS\L�VM��3)7»Z�WVY[MVSPVZ�VM�THYRL[�YPZR�ZLUZP[P]L�ÄUHUJPHS�PUZ[Y\TLU[Z���+HPS`�=H9�JHSJ\SH[PVUZ�HYL�JVTWHYLK�
against VaR limits, the monetary amount of risk deemed tolerable by management.

The VaR disclosure for the trading activities is based on Historical Simulation Model.  Also for Equities, Fx and Foreign Securities trading portfolio, the internally 
developed Historical Simulation VaR Calculation Model is being used.  The Bank however continuously pursues initiatives to improve processes in preparation to the 
bank’s migration towards an Internal Model Approach for capital charging.  The VaR disclosure is intended to ensure consistency of market risk reporting for internal risk 
management, for external disclosure and for regulatory purposes.  The over-all VaR limit for the trading activities of LBP-FMG was set at P319 million (with a 99.00 per 
JLU[�JVUÄKLUJL�SL]LS��HUK�H�VUL�KH`�OVSKPUN�WLYPVK��[OYV\NOV\[������

2.	 Back-Testing

Back-testing is the basic technique used in verifying the quality of risk measures used by the Bank.  It is the process of comparing actual trading results with model-
generated risk measures. 

Back-testing is a standard measure in determining the accuracy and predictive capability of the risk models.  In back-testing, the focus is on the comparison of  actual 
daily changes in portfolio value, and hypothetical changes in portfolio value that would occur if end-of-day positions remain unchanged during the one-day holding 
period. If MTM and trading loss exceeds the result of the model-generated risk measure, it is considered as an exception. The number of exceptions is noted and the 
TVKLS�PZ�JSHZZPÄLK�PU[V�VUL�VM�[OL�[OYLL�aVULZ�HZ�MVSSV^Z!

	 ZONE CLASSIFICATION	 NUMBER OF EXCEPTIONS
	 safe/green zone	 0-4 exceptions
	 non-conclusive/yellow zone	 5-9 exceptions
	 problematic/red zone	 10 or more exceptions

Back-testing results are presented to the ALCO which serves as the LBP senior management level and the RiskCom, a Board level RiskCom.  The Committees analyze 
actual performance against VaR measures to assess model accuracy and to enhance the risk estimation process in general. 

3.	 Stress Testing

Measuring market risk using statistical risk management models has recently become the main focus of risk management efforts in the banking industry where banking 
HJ[P]P[PLZ�HYL�L_WVZLK�[V�JOHUNLZ�PU�MHPY�]HS\L�VM�ÄUHUJPHS�PUZ[Y\TLU[Z���3)7�ILSPL]LZ�[OH[�[OL�Z[H[PZ[PJHS�TVKLSZ�HSVUL�KV�UV[�WYV]PKL�YLSPHISL�TL[OVK�VM�TVUP[VYPUN�HUK�
JVU[YVSSPUN�YPZR���>OPSL�=H9�TVKLSZ�HYL�YLSH[P]LS`�ZVWOPZ[PJH[LK��[OL`�OH]L�ZL]LYHS�RUV^U�SPTP[H[PVUZ���4VZ[�ZPNUPÄJHU[S �̀�Z[HUKHYK�=H9�TVKLSZ�KV�UV[�PUJVYWVYH[L�[OL�
potential loss caused by very unusual market events.  Thus, the VaR process is complemented by Stress testing to measure this potential risk.

:[YLZZ�[LZ[�PZ�H�YPZR�THUHNLTLU[�[VVS�\ZLK�[V�KL[LYTPUL�[OL�PTWHJ[�VU�LHYUPUNZ�VM�THYRL[�TV]LTLU[Z�JVUZPKLYLK�¸L_[YLTL¹��P�L���IL`VUK�¸UVYTHS¹�VJJ\YYLUJL���:[YLZZ�
tests are LBP’s measures of risks to estimate possible losses which the VaR does not capture.
 
The Bank’s Portfolio Scenario Analysis (PSA) report is a model forecasting the loss return values of a selected portfolio.  It calculates the size of possible losses related 
[V�H�WYLJPZL�ZJLUHYPV���0[�PKLU[PÄLZ�ZJLUHYPVZ�[OH[�TH`�PUÅ\LUJL�[OL�WVY[MVSPV�Z[YVUNS`�HUK�^OPJO�THYRL[�]HYPHISLZ�TH`�[YPNNLY�[OLZL�ZJLUHYPVZ�[V�IL�HISL�[V�JVTL�\W�^P[O�
ZV\UK�WVY[MVSPV�YPZR�THUHNLTLU[�Z[YH[LNPLZ���7:(�\ZLZ�]HYPV\Z�HWWYVHJOLZ�MVY�ZJLUHYPV�PKLU[PÄJH[PVU�Z\JO�HZ�[OL�\ZL�VM�KH[H�IHZLK�VU�THYRL[�ZLU[PTLU[Z��YLWSPJH[PVU�
scenario based on historical events that occurred in the past or extreme value approach using hypothetical scenarios to take account of plausible changes or future 
developments that have no historical precedent. The Bank also conducts reverse stress testing to identify and simulate the events that can lead the Bank to a particular 
tail event.

Results of PSA are also simulated to CAR of the Bank to be able to assess its impact on the CAR compliance set at 10.00 per cent and the Common Equity Tier 1 
(CET1) ratio of at least 6.00 per cent.

LIQUIDITY RISK MANAGEMENT

Liquidity Risk Management Framework

The LBP Board exercises oversight through RiskCom and delegated the responsibility of managing the overall liquidity of the Bank to the ALCO. This Committee meets 
twice a month or more frequently as required by prevailing situations. It is responsible for effectively executing the liquidity strategy and overseeing the daily and long-term 
THUHNLTLU[�VM�SPX\PKP[`�YPZR���(3*6���KLSLNH[LZ�KH`�[V�KH`�VWLYH[PUN�YLZWVUZPIPSP[PLZ�[V�[OL�;0):�IHZLK�VU�ZWLJPÄJ�WYHJ[PJLZ�HUK�SPTP[Z�LZ[HISPZOLK�PU�NV]LYUPUN�[YLHZ\Y`�
operations. The RMG through the Treasury Risk Management Department (TRMD) is responsible for the oversight of the Bank’s liquidity risk positions and ensures that 
reports on the Bank’s current risk are prepared and provided to ALCO and RiskCom in a timely manner.

3)7»Z�SPX\PKP[`�YPZR�THUHNLTLU[�WYVJLZZ�PZ�JVUZPZ[LU[�^P[O�[OL�NLULYHS�YPZR�THUHNLTLU[�MYHTL^VYR�VM�[OL�)HUR�JV]LYPUN�YPZR�PKLU[PÄJH[PVU��TLHZ\YLTLU[�HUK�HUHS`ZPZ��
monitoring and control.  The policies that govern liquidity risk management are reviewed and approved on a regular basis by ALCO and RiskCom.

The Bank’s liquidity policy is to maintain fund availability at all times and hence to be in a position to meet all of its obligations, in normal course of business.  In managing 
its liquidity, LBP has the following sources of funding: cash from operations, stock of marketable assets, government and retail deposit sources, and various credit lines 
from banks.

The ALMG submits to the TIBS Head and the President various daily Treasury Reports (which include the Bank’s cash or near cash investments and other data related 
to liquidity) to assist senior management in decision making.

The Bank’s liquidity position is subjected to stress testing and scenario analysis to evaluate the impact of sudden stress events. The scenarios are based on historic 
events, case studies of liquidity crisis and models using hypothetical events. 
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/LTXLGLW\�5LVN�0HDVXUHPHQW�0RGHOV

The Bank considers liquidity risk based on Market and Funding Liquidity Risk perspective. 

Trading or market liquidity risk refers to inability to unwind positions created from market, exchanges and counterparties due to temporary or permanent factors. 
The Bank cannot easily eliminate or offset a particular position because of inadequate liquidity in the market. This may be associated with the probability that large 
[YHUZHJ[PVUZ�TH`�OH]L�H�ZPNUPÄJHU[�LMMLJ[�VU�THYRL[�WYPJLZ�[OH[�SHJR�Z\MÄJPLU[�KLW[O��VY�HZZVJPH[LK�^P[O�Z[Y\J[\YLK�VY�JVTWSL_�PU]LZ[TLU[Z�HZ�[OL�THYRL[�VM�WV[LU[PHS�
buyers is typically small. It is also  the risk of an unexpected and sudden erosion of market liquidity as a result of sharp price movement or jump in volatility, or internal 
[V�[OL�)HUR�Z\JO�HZ�SVZZ�VM�THYRL[�JVUÄKLUJL��;OPZ�ZJLUHYPV�PZ�JHW[\YLK�[OYV\NO�Z[YLZZ�[LZ[PUN�VY�ZJLUHYPV�HUHS`ZPZ��
 
-\UKPUN�SPX\PKP[`�YPZR�YLMLYZ�[V�J\YYLU[�HUK�WYVZWLJ[P]L�YPZR�HYPZPUN�MYVT�[OL�PUHIPSP[`�[V�TLL[�PU]LZ[TLU[�HUK�M\UKPUN�YLX\PYLTLU[Z�HYPZPUN�MYVT�JHZO�ÅV^�TPZTH[JOLZ�
without incurring unacceptable losses. It occurs from the mismatch of asset, liability, exchange contract and contingent commitment maturities. Funding liquidity risk is 
ILPUN�TVUP[VYLK�HUK�JVU[YVSSLK�[OYV\NO�[OL�JSHZZPÄJH[PVU�VM�TH[\YP[PLZ�VM�HZZL[Z�HUK�SPHIPSP[PLZ�V]LY�[PTL�IHUKZ�HUK�HJYVZZ�M\UJ[PVUHS�J\YYLUJPLZ�HZ�YLÅLJ[LK�PU�[OL�3.9����
This report is prepared to provide Senior Management and the Board timely appreciation of the Bank’s liquidity position. 

The ALCO and the TIBS are responsible for the daily implementation and monitoring of relevant variables affecting LBP’s liquidity position.  ALCO reviews the Bank’s 
HZZL[Z�HUK�SPHIPSP[PLZ�WVZP[PVU�VU�H�YLN\SHY�IHZPZ�HUK��PU�JVVYKPUH[PVU�^P[O�[OL�;0):��YLJVTTLUKZ�TLHZ\YLZ�[V�WYVTV[L�KP]LYZPÄJH[PVU�VM�P[Z�SPHIPSP[PLZ�HJJVYKPUN�[V�ZV\YJL��
instrument and currency to minimize liquidity risks resulting from concentration in funding sources.

As of 31 December 2014, P205.79 billion or 19.35 per cent of LBP’s Total Assets were represented by Net Loans with remaining maturities of less than one year and 
P36.23 billion or 3.43 per cent of LBP’s Total Assets were invested in trading and investment securities with remaining maturities of one year or less.  The Bank’s trading 
HUK�PU]LZ[TLU[�ZLJ\YP[PLZ�HJJV\U[�PUJS\KLZ�ZLJ\YP[PLZ�PZZ\LK�I`�ZV]LYLPNU�PZZ\LYZ��WYPTHYPS`�NV]LYUTLU[�[YLHZ\Y`�IPSSZ��Ä_LK�YH[L�[YLHZ\Y`�UV[LZ��ÅVH[PUN�YH[L�[YLHZ\Y`�
notes and foreign currency denominated bonds issued by the government.  Due from BSP and Other Banks amounted to 22.30 per cent of LBP’s Total Assets.  Deposits 
with banks are made on a short-term basis with almost all being available on demand or within a month.

Although the Bank pursues what it believes to be a prudent policy in managing liquidity risk, a maturity gap does, from time to time, exist between the Bank’s assets 
and liabilities.  In part, this comes about as a result of the Bank’s policy to seek higher yielding assets, a policy which will generally lead to the average maturity of its 
ÄUHUJPHS�HZZL[Z�L_JLLKPUN�[OH[�VM�P[Z�SPHIPSP[PLZ��

Liquidity Gap Report (LGR)

The table presents the assets and liabilities based on the contractual maturity, settlement and expected recovery dates:

				    	 PARENT
 				    2014			   2013
 				    Due Greater			   Due Greater 	
			   Due Within	 than One		  Due Within	 than One
			   One Year	 Year	 Total	 One Year	 Year	 Total
Assets						    
Cash and Other Cash Items		  24,247,689	 0	 24,247,689	 20,354,849	 0	 20,354,849
Due from BSP		  229,351,507	 0	 229,351,507	 249,497,118	 0	 249,497,118
Due from Other banks		  6,284,410	 975	 6,285,385	 3,138,986	 1,501	 3,140,487
Interbank loan receivable		  17,243,602	 0	 17,243,602	 7,036,608	 0	 7,036,608
Security Purchased Under 
	 agreement to resell		  56,390,000	 0	 56,390,000	 6,122,000	 0	 6,122,000
Loans and Receivables		  132,153,291	 269,111,938	 401,265,229	 95,697,641	 225,304,659	 321,002,300
Investments		  36,225,870	 265,439,491	 301,665,361	 19,287,347	 203,482,894	 222,770,241
Other Assets		  2,770,327	 17,387,787	 20,158,114	 1,457,647	 15,701,861	 17,159,508
Total Assets		  504,666,696	 551,940,191	 1,056,606,887	 402,592,196	 444,490,915	 847,083,111
					   
Liabilities						    
Deposits						    
	 Demand		  392,226,721	 0	 392,226,721	 348,297,024	 0	 348,297,024
	 Savings		  469,423,769	 40	 469,423,809	 324,134,174	 0	 324,134,174
	 Time		  46,276,487	 24,619	 46,301,106	 26,183,654	 443,107	 26,626,761
	 LTNCD		  0	 5,000,000	 5,000,000	 0	 5,000,180	 5,000,180
Bills Payable		  2,182,814	 18,058,314	 20,241,128	 2,275,469	 21,294,894	 23,570,363
Unsecured Subordinated Debt		  0	 10,500,000	 10,500,000	 0	 17,434,000	 17,434,000
Due to BTr, BSP, & MCs/PCIC		  1,755,387	 117,078	 1,872,465	 1,373,523	 115,561	 1,489,084
Due to Local Banks & Others		  8,621	 0	 8,621	 5,101	 0	 5,101
Other Liabilities & Payables		  8,329,210	 20,022,669	 28,351,879	 1,175,956	 19,394,318	 20,570,274
Total Liabilities		  920,203,009	 53,722,720	 973,925,729	 703,444,901	 63,682,060	 767,126,961

The Bank performs liquidity gap analysis using the LGR.  It is a risk measurement tool used in identifying the current liquidity position to determine the ability to meet 
future funding needs.  It breaks down balance sheet items according to estimated maturities of assets and liabilities in order to determine any future structural imbalances 
such as long-term assets growing faster than long term liabilities.  The RMG through TRMD assists ALCO in its function by preparing PESO, Fx Regular, Foreign Currency 
Deposit Unit (FCDU) and Consolidated LGR on a monthly basis.  

Core Deposit

;OL�)HUR�HSZV�KL[LYTPULZ�*VYL�+LWVZP[�^OPJO�PZ�JHSJ\SH[LK�IHZLK�VU�5L[�>P[OKYH^HS�7H[[LYU���*VYL�+LWVZP[�SVVRZ�H[�KLWVZP[�SL]LSZ�^OPJO�PUJVYWVYH[LZ�[OL�VMMZL[[PUN�
effect of withdrawal patterns on deposits. It serves as a buffer that protects the Bank’s assets, which are subject to interest rate risks. Core Deposit level is computed to 
determine the lowest deposit level that is expected to be retained under normal operating conditions. The computation involves determining the Deposit Mix comprising 
of Volatile and non-Volatile or Core Deposits.

1RQ�PDWXULW\�GHSRVLWV

9LN\SHY�:H]PUNZ��;V[HS�:H]PUNZ�SLZZ�/PNO�@PLSK�:H]PUNZ�(JJV\U[Z��HUK�KLTHUK�KLWVZP[Z�HYL�UVU�TH[\YP[`�KLWVZP[Z��(U�HUHS`ZPZ�THKL�[V�WYV_PTH[L�ZJLUHYPV�PZ�[V�ZPT\SH[L�
ILOH]PVYHS�^P[OKYH^HS�WH[[LYU���;OPZ� PZ�KVUL�I`�VIZLY]PUN�WH[[LYU�VM�KLWVZP[�KLJH`Z�VM�[OL�[V[HS�LUK�VM�KH`�KH[H�MVY�KLTHUK�KLWVZP[�HJJV\U[�IHZLK�VU�H�Ä]L�`LHY�
historical demand deposit data.  The highest withdrawal percentage change is determined for each tenor bucket.  The percentages are used as basis for slotting the 
non-maturity deposit amount under the different tenors.

146 



The following table sets forth the asset-liability gap position over the detailed time period for the Parent at carrying amounts in million pesos as of 31 December 2014 
based on contractual repayment arrangements which take into account the effective maturities as indicated by LBP’s deposit retention history.

	 	 		  Due more	 Due more	
		  Due	 Due more	 than 6	 than 1	 Due more	
		  within 3.	 than 3 to	  mos. to 1	 year to 5	 than 5	
		  mos.	 6 mos.	 year	 years	 years	 Total
					     (In million pesos)
Financial Assets						    
Cash and Due from Banks		  202,560 	 0   	  57,324 	 0   	  1 	  259,885 
Total Loans		  130,400 	  51,508 	  23,879 	  81,026 	  188,086 	  474,899 
Total Investments	  	 15,753 	  6,874 	  13,598 	  89,157 	  176,283 	  301,665 
Other Assets	  	 2,188 	 0   	  582 	  0  	 17,388 	  20,158 
Total Assets		  350,901 	  58,382 	 95,383 	 170,183 	 381,758 	 1,056,607
Financial Liabilities						    
Deposits		  384,711 	  18,717 	  15,993 	  652 	  492,879 	  912,952 
Borrowings	  	 2,373 	  474 	  1,100 	  6,764 	  11,411 	  22,122 
Other Liabilities and Unsecured 
     Subordinated Debt	  	 249 	 0   	  8,080 	 0   	 30,523 	  38,852 
Total Capital						       82,681 	  82,681 
Total Liabilities & Capital	  	 387,333	  19,191 	  25,173 	  7,416 	  617,494 	  1,056,607 
Asset & Liabilities Gap Position	  	 (36,432)	  39,191 	 70,210 	  162,767 	  (235,736)	

The LBP has established guidelines for liquidity risk limit setting to enable it to properly and prudently manage and control liquidity risk, consistent with the nature and 
JVTWSL_P[`�VM�P[Z�I\ZPULZZ�HJ[P]P[PLZ��V]LYHSS�SL]LS�VM�YPZR�HUK�P[Z�YPZR�HWWL[P[L���;OL�4H_PT\T�*\T\SH[P]L�6\[ÅV^��4*6��SPTP[�ZL[�I`�[OL�)V+�PZ�VUL�VM�[OL�[VVSZ�\ZLK�[V�
manage and control the liquidity risk in the gap report of the Bank.  It is a measure of the liquidity gap between maturing assets and liabilities.  MCO limits put a cap on 
the total amount of negative gaps in the near time buckets.  

-PUHUJPHS�(UHS`ZPZ�PZ�HUV[OLY�SPX\PKP[`�YPZR�TLHZ\YLTLU[�[VVS�[OH[�JHSJ\SH[LZ�HUK�JVTWHYLZ�SPX\PKP[`�HUK�SL]LYHNL�YH[PVZ�KLYP]LK�MYVT�PUMVYTH[PVU�VU�[OL�)HUR»Z�ÄUHUJPHS�
statements against set liquidity or leverage limits.  The following table sets out the Bank’s liquidity ratios as of the dates indicated:

	 31 December	
	 2014	 2013
	 (Prudential)	 (Audited)
	 (In million pesos, except percentages)
Liquid Assets(1)	 625,897.34	 502,534.78
Financial Ratios:		
Liquid Assets to Total  Assets	 59.55%	 59.33%
Liquid Assets to Total Deposit	 68.46%	 71.38%

1. 	 Note: Liquid Assets include Cash and other Cash Items, Interbank Loans, Government Securities and Tradable non-Government securities and commercial
	 paper

Liquidity Stress Test

The Bank examines several possible situations, usually worst case, most likely case and best case.  It does Portfolio Stress Test and Liquidity Stress Test.  Result of 
ZJLUHYPV�HUHS`ZPZ�OLSWZ�[OL�)HUR�MVJ\Z�VU�[OL�SL]LS�VM�SPX\PKP[`�[OH[�JV\SK�IL�YLHZVUHIS`�I\PS[�^P[OPU�H�ZWLJPÄLK�WLYPVK�[V�TLL[�KPMMLYLU[�ZP[\H[PVUZ���;OPZ�HSZV�ZLY]LZ�HZ�
guide for the Bank in the limit setting process for the various ratios mentioned, for example, minimum liquid assets to volatile liabilities. 

LBP developed the Liquidity Stress Test to address the shortcoming of LGR Model.  This is a risk management tool used to evaluate the potential impact on liquidity of 
\USPRLS �̀�HS[OV\NO�WSH\ZPISL��L]LU[Z�VY�TV]LTLU[Z�PU�H�ZL[�VM�ÄUHUJPHS�]HYPHISLZ���>OPSL�Z\JO�\USPRLS`�V\[JVTLZ�KV�UV[�TLZO�LHZPS`�^P[O�3.9�HUHS`ZPZ��HUHS`ZPZ�VM�[OLZL�
V\[JVTLZ�JHU�WYV]PKL�M\Y[OLY�PUMVYTH[PVU�VU�L_WLJ[LK�WVY[MVSPV�SVZZLZ�VY�JHZO�ÅV^�V]LY�H�NP]LU�[PTL�OVYPaVU�

Liquidity management is one of the fundamental preconditions to achieving all other banking activities - strategically mapped by ALCO, actively managed by the TIBS 
through the ALMG and overseen by the RMG through TRMD.

LBP performs a comprehensive liquidity risk measurement and control using as tool the Consolidated LGR covering the entire LBP Group.  Risk models used in liquidity 
risk management are subjected to independent model validation.  The Internal Audit Group (IAG) is tasked to do model validation.   An independent validation is also 
ILPUN�KVUL�I`�[OL�)HZLS�6MÄJLY�MVY�4HYRL[�^OV�YLWVY[Z�KPYLJ[S`�[V�[OL�/LHK�VM�[OL�94.��-VY�[OPZ�`LHY��PUJVYWVYH[LK�^LYL�SH[LZ[�LUOHUJLTLU[Z�THKL�VU�[OL�TVKLS�HZ�H�
result of independent model validation by a third party auditor.

Liquidity Coverage Ratio (LCR)

LCR is designed to ensure banks maintain an adequate level of unencumbered high quality liquid assets to meet liquidity needs under an acute 30-day stress 
scenario. Under the Basel Committee’s Basel III LCR rules, the LCR is to be calculated by dividing the amount of unencumbered cash and highly liquid, unencumbered 
NV]LYUTLU[��NV]LYUTLU[�IHJRLK�HUK�JVYWVYH[L�ZLJ\YP[PLZ�I`�LZ[PTH[LK�UL[�V\[ÅV^Z�V]LY�H�Z[YLZZLK����KH`�WLYPVK��;OL�UL[�V\[ÅV^Z�HYL�JHSJ\SH[LK�I`�HWWS`PUN�HZZ\TLK�
V\[ÅV^�MHJ[VYZ��WYLZJYPILK�PU�[OL�Y\SLZ��[V�]HYPV\Z�JH[LNVYPLZ�VM�SPHIPSP[PLZ��Z\JO�HZ�KLWVZP[Z��\UZLJ\YLK�HUK�ZLJ\YLK�^OVSLZHSL�IVYYV^PUNZ��\U\ZLK�JVTTP[TLU[Z�HUK�
KLYP]H[P]LZ�YLSH[LK�L_WVZ\YLZ��WHY[PHSS`�VMMZL[�I`�PUÅV^Z�MYVT�HZZL[Z�TH[\YPUN�^P[OPU�����KH`Z�

Pending issuance of BSP Circular and Guidelines for LCR, the Bank used an internally developed LCR model.  In the meantime, the Bank has started mapping accounts 
[OH[�TH`�IL�JSHZZPÄLK�HZ�¸/PNO�8\HSP[`�3PX\PK�(ZZL[Z¹�IHZLK�VU�)HZLS�000�9LX\PYLTLU[Z���;OL�)HUR�OHZ�PUZ[P[\[PVUHSPaLK�V[OLY�TLHZ\YLZ�[V�WYVWLYS`�THUHNL�SPX\PKP[`�YPZR�
as follows:

1.	 Active Board and Senior Management Oversight – The Board and Senior Management receives regular liquidity reports and updates to fully inform them of the 
level of liquidity risk assumed by the Bank and if  activities undertaken are within the prescribed risk tolerance in accordance with approved guidelines, liquidity or funding 
policy (targets), risk limits.

2.	 Liquidity Risk Management Governance ��;OL�)VHYK�KLÄULZ�3)7»Z�YPZR�HWWL[P[L�HUK�V[OLY�RL`�TL[YPJZ�[OH[�ZL[� [OL� SL]LSZ�VM�HJJLW[HISL� SPX\PKP[`�YPZR�[OH[�JHU�
IL�[HRLU�I`�[OL�)HUR��;OL�)VHYK�HSZV�WYV]PKLZ�[OL�ÄUHS�]HSPKH[PVU�VM�WYVWVZLK�VYNHUPaH[PVUHS�HUK�YLWVY[PUN�Z[Y\J[\YLZ�MVY�[OL�THUHNLTLU[�VM�SPX\PKP[`�YPZR���0[�PZ�HSZV�
responsible for ensuring that liquidity risk management strategies are implemented and followed. It ensures that risk appetite is respected and delegates to ALCO the 
management and optimization of the bank’s liquidity risk position.
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The ALCO optimizes results within the risk appetite limit set by the Bank and takes decisions to manage liquidity risk and allocate resources to manage this risk. ALCO 
is responsible for ensuring that liquidity risk management strategies are applied. It reviews liquidity risk reports and monitors compliance with agreed risk appetite limits.  
It monitors the adequacy of the risk infrastructure, pre-validates (as well as maintains) risk indicators and models.  The TIBS is responsible for managing the liquidity risk 
exposure that the bank generates.

The TIBS ensures that ALCO decisions pertaining to the management of liquidity risk are implemented. The FMG and the ALMG take assets and liabilities positions by 
executing ALCO’s decision.  They also develop, calibrate and maintain LBP’s liquidity risk indicators.  The RMG through TRMD independently performs oversight function 
YLSH[LK�[V�SPX\PKP[`�YPZR�PKLU[PÄJH[PVU��TLHZ\YLTLU[�HUK�HUHS`ZPZ��TVUP[VYPUN�HUK�JVU[YVS���;94+�YLWVY[Z�VU�[OL�)HUR»Z�THYRL[�YPZR�L_WVZ\YL�[V�(3*6�HUK�[OL�9PZR*VT�

The Financial Accounting Department (FAD) and Treasury Operations Department (TOD) provide the backroom support and are responsible in generating and reconciling 
3)7�IHSHUJL�ZOLL[���(Z�Z\JO��-(+�HUK�;6+�WYV]PKL�ÄN\YLZ�HUK�]HYPV\Z�YLSL]HU[�YLWVY[Z�[V�-4.��(34.��HUK�;94+�

3.	 Liquidity Risk Approving Authorities�¶�;OL�)HUR�OHZ�PKLU[PÄLK�HWWYV]PUN�SL]LSZ�HUK�H\[OVYP[PLZ�PU�[OL�MVYT\SH[PVU�VM�YPZR�THUHNLTLU[�WVSPJPLZ�HUK�WYVJLK\YLZ��YPZR�
TLHZ\YLTLU[�TL[OVKVSVNPLZ��SPTP[�ZL[[PUN�HUK�YH[PÄJH[PVU�VM�SPTP[�HSSVJH[PVU��TVUP[VYPUN�HUK�JVU[YVS�WYVJLK\YLZ��

4.	 Organized liquidity management methods – The Bank has established adequate internal guidelines as well as administrative, accounting and review procedures.  
Each operating unit of the Bank is mandated to come up and regularly review and update its Operations Manual. 

5.	 Documented Liquidity Risk Management Policies and Procedures – The Bank has established and documented all risk management policies and procedures 
which are subject to regular review and revised as needed.

6.	 +P]LYZPÄLK M\UKPUN ZV\YJLZ ¶�;OL�)HUR�\[PSPaLZ�KP]LYZPÄLK�M\UKPUN�ZV\YJLZ�[OH[�PUJS\KLZ�.V]LYUTLU[�HUK�7YP]H[L�KLWVZP[Z��3VHUZ�MYVT�T\S[PSH[LYHS�HUK�IPSH[LYHS�
PUZ[P[\[PVUZ��>VYSK�)HUR�B>)D��(ZPHU�+L]LSVWTLU[�)HUR�B(+)D��1HWHU�)HUR�MVY�0U[LYUH[PVUHS�*VVWLYH[PVU�B1)0*D�L[J����PU]LU[VY`�VM��.:�\UKLY�(-:���JYLKP[�SPULZ�^P[O�V[OLY�
banks, among others.

7.	 Statutory deposit with BSP�¶�<UKLY�L_PZ[PUN�):7�YLN\SH[PVUZ��UVU�-*+<�KLWVZP[�SPHIPSP[PLZ�VM�[OL�)HUR�HYL�Z\IQLJ[�[V�\UPÄLK�YLZLY]L�LX\P]HSLU[�[V��������LMMLJ[P]L�
���4H`�������<UKLY�):7�*PYJ\SHY�
������.V]LYUTLU[�KLWVZP[Z�HYL�Z\IQLJ[�[V�HU�HKKP[PVUHS�������WLY�JLU[�SPX\PKP[`�ÅVVY�YLX\PYLTLU[�MVY�[V[HS�YLZLY]LZ�VM�������WLY�JLU[�

8.	 Acquisition of an Asset and Liability Risk Management System (ALRMS) for full automation of ALRMS processes – The Bank has approved the acquisition of 
the ALRMS which would be facilitated with the hiring of an external consultant to assist the Bank in the system  development and production.  The system when 
implemented shall allow the Bank to optimize the use of a dynamic system to manage not only liquidity risks but also other risks associated with the investment functions 
of the Bank.

9.	 Liquidity Contingency Plan (LCP)���;V�LUZ\YL�[OH[�[OL�)HUR�OHZ�Z\MÄJPLU[� SPX\PKP[`�H[�HSS� [PTLZ��[OL�)HUR�MVYT\SH[LK�H� SPX\PKP[`�JVU[PUNLUJ`�WSHU�\ZPUN�L_[YLTL�
scenarios of adverse conditions and evaluates the Bank’s ability to withstand these prolonged scenarios. The contingency plan focuses on the Bank’s strategy for 
JVVYKPUH[PUN�THUHNLYPHS�HJ[PVU�K\YPUN�H�JYPZPZ�HUK�PUJS\KLZ�WYVJLK\YLZ�MVY�THRPUN�\W�JHZO�ÅV^�ZOVY[MHSSZ�PU�HK]LYZL�ZP[\H[PVUZ��

The plan details the amount of funds (such as unused credit facilities) the Bank can access and the scenarios under which it could use them.  This provides guidance 
for managing liquidity risks in the following market scenarios:

a.	 Ordinary course of business - In the ordinary course of its business activities, the Bank typically manages its liquidity risk by seeking to roll-over its deposited 
funds through the offering of competitive rates of interest, drawing upon its interbank credit lines or the early termination of Government Securities Purchased 
Under Reverse Repurchase Agreements (GSPURRA).

b.	 Seasonal or Intermediation duration  -  The Bank manages its liquidity risk in the longer-term via the liquidation of marketable AFS category securities, the 
solicitation of government deposits and the use of derivative instruments in the swap market.

c.	 (J\[L VY PUZ[P[\[PVU ZWLJPÄJ ¶�0U�HJ\[L�VY�PUZ[P[\[PVU�ZWLJPÄJ�JPYJ\TZ[HUJLZ��[OL�)HUR�^PSS�ZLLR�[V�THUHNL�P[Z�SPX\PKP[`�YPZR�I`�[OL�WYVWVY[PVUHS�SPX\PKH[PVU�VM�(-:�
and HTM-GS, the non-renewal of maturing short-term loans, borrowings from the BSP and the PDIC using eligible securities as collateral and generating cash 
infusions through large deposits and the Government.

;OL�3*7�SPRL^PZL�JVU[HPUZ�N\PKLSPULZ�VU�)\ZPULZZ�9LZ\TW[PVU�7SHU�[V^HYKZ�H�[YHUZP[PVU�[V�UVYTHS�SPX\PKP[`�JVUKP[PVU��;OPZ�WSHU�KLÄULZ�L_WLJ[H[PVUZ�MYVT�]HYPV\Z�ZLJ[VYZ�
during the transition period from crisis to normal condition.
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