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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

1. For the fiscal year ended : December 31, 2017

2. SEC ldentification Number : 28788 3. BIR Tax Identification No. : 000-473-966

4. Exact name of issuer as specified in its charter : MAKATI FINANCE CORPORATION

5. Makati, Philippines 6. |:| (SEC Use Only)
Province, Country or other jurisdiction of Industry Classification Code:
incorporation or organization

7. 3F Mazda Makati Bldg., 2301 Chino Roces Ave., Brgy.Magallanes 1231
Address of principal office Postal Code

8. (0632) 751-8132 local 111
Issuer’s telephone number, including area code

9. 2/F Makati Finance Building, 7823 Makati Avenue, Makati City
Former name, former address, and former fiscal year, if changed since last report.

10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding
Common Stock 223,412.301

11. Are any or all of these securities listed on a Stock Exchange.
Yes [/] No[ ]
If yes, state the name of such stock exchange and the classes of securities listed therein:

Philippine Stock Exchange Common Stock

12. Check whether the issuer:

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

Yes [/] No[ ]
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(b) has been subject to such filing requirements for the past ninety (90) days.
Yes [/] No[ ]

13. State the aggregate market value of the voting stock held by non-affiliates of the registrant.
The aggregate market value shall be computed by reference to the price at which the stock was
sold, or the average bid and asked prices of such stock, as of a specified date within sixty (60)
days prior to the date of filing. If a determination as to whether a particular person or entity is
an affiliate cannot be made without involving unreasonable effort and expense, the aggregate
market value of the common stock held by non-affiliates may be calculated on the basis of
assumptions reasonable under the circumstances, provided the assumptions are set forth in this
Form. (See definition of "affiliate" in “Annex B”).

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY/SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS:

14. Check whether the issuer has filed all documents and reports required to be filed by Section
17 of the Code subsequent to the distribution of securities under a plan confirmed by a court
or the Commission.

Yes [/] No[ ]

PART | - BUSINESS AND GENERAL INFORMATION
ITEM 1. Business

Makati Finance Corporation (“MFC” or the “Company”) is a company providing quality financial
services and advisory to its clients. The Company has been in the financial services sector since
1966, navigated its way out of the Asian Financial Crisis in 1997-1999, and was listed in the PSE
following a successful initial public offering (IPO) in 2003. Since listing, MFC has posted net
profits and has consistently declared 30% of its net income as dividends every year which is the
Company’s dividend policy established in 2003. Moving forward, the Company plans to
significantly expand its loan portfolio in the next years.

The Company’s main product lines are Rx Cashline — loans especially tailored to medical
professionals, MFC Factors — a receivables factoring service and Business Loans for Small and
Medium Enterprise (SMEs), and Motorcycle (MC) Financing — loans for motorcycle buyers.
These are offered domestically, hence there are no foreign sales. Also, no government approval is
needed to offer these products. The management continues to implement cost-cutting measures
and impose higher standards of credit evaluation.

Corporate Mission Statement
The Company believes in reaching its goals by focusing on its mission as follows:

“...to become one of the leading financial institutions in the country. Its objective
is to become the best rather than the biggest. The Company pursues this objective
through the following:

e Efficiency in all aspects of operations

e Client satisfaction at all levels of service
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e In-depth market penetration

e Creativity in the provision of competent
solutions

In the long run, Makati Finance sees itself as being the finance company known for
excellence in financial service in its niche market.”

MFC recognizes its role not only as a source of funding for consumers and businesses but as a
partner to its clients in the improvement of their livelihood.

History and Background

On February 17, 1966 the Company was incorporated as Makati Investment & Finance
Corporation (MIFC) under SEC registration number 28788. MFC’s commercial operations started
with engaging in stock dealership functions, credit line extensions, and acceptance of private
placements.

The Philippine economy was in an upswing during the 1990s. Consequently, the Company
focused on the growth and expansion of its operations and lending activities. Under the new
management, the Company focused on the growth of its loan portfolio to take advantage of the
improving Philippine economy. It was during this time when MFC introduced new products and
services as well as established additional credit lines with major commercial banks.

In 2005, MFC ventured into motorcycle financing. Seeing that motorcycle financing is a growth
area and a profitable market niche, MFC has put considerable effort in developing its MC
Financing business line. As part of its efforts to grow this product, the Company has partnered
with two motorcycle trading Companies in its Luzon operations; MFC secured a contract which
gives the MFC rights of first refusal over the financing of motorcycle sales for the aforementioned
locations which is still in effect up to the present.

In the past five years, MFC experienced steady growth in its motorcycle product line. In 2014, the
motorcycle financing business still hold the biggest share in total loan portfolio, though it slightly
declined from 89% in 2013 to 85.7% in 2014 due to the implementation of a stricter credit scoring
system to further improve the quality of its accounts. Successive typhoons in 2014 (Glenda in
July, Jose in August and Mario in September), which directly hit the motorcycle trading area also
contributed to the decline. RX loan on the other hand increased its share from 4.7% in 2013 to
6.2% in 2014. Also, the share of MFC Factors and Business Loans slightly grew from 6.25% in
2013 t0 8.13% in 2014.

Effective collection efforts and recovery of long outstanding accounts resulted to 13.0% increase
in net interest income to £169.6M in 2014 from R150M in 2013, and an increase in net income
after tax to R41.7M in 2014 from R23.1M in 2013, or about 80.4% growth.

In 2015, MFC continued to improve other product lines as part of its efforts to diversify its loan
portfolio. Although MC financing loan releases increased by 4% from R508.5 million in 2014 to
B528.8 million in 2015, MC financing loans receivable portfolio slightly dropped from 85.7% in
2014 to 79.42% in 2015. This is mainly due to the increase of Rx Cashline Loan from 6.2% in
2014 to 7.32% in 2015, while MFC Factors and Business Loans increased from 8.13% in 2014 to
13.26% in 2015.

On the other hand, income from operations before share in net income of an associate slightly
improved from £0.9 million in 2014 to R1.3 million in 2015. While net income after tax grew
from 241.7 million in 2014 to R46.0 million in 2015.
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In 2016, MFC continued to grow its Business Loan portfolio or the real estate backed loans, which
increased by R97.6 million from R69.2 million in 2015 to £166.8 million in 2016 as part of the
Company’s continued efforts to diversify its loan portfolio.

The company posted a net income amounting to £46.3 million in 2016, higher by 0.76% from
same period last year of 246.0 million. This is mainly due to the increase in share in net income
from of an associate by 26.4 million from 240.8 million in 2015 to 847.2 million in 2016 and a
one time gain from sale of investment in an associate amounting to £84.6 million.

In 2017, the Company posted a net income of P54.4 million or 17.41% higher versus P46.3
million in 2016, mainly due to reduction in total operating expenses by P77.08 million.

Operating Departments and Units

The Company has three (3) main operating units that represent each main business line. The
following is a brief description of each:

Rx Cashline Group

The Rx Cashline group is mainly responsible for the Rx Cashline product. This group is tasked
with: (i) sales and promotion of the Rx Cashline product to medical professionals (ii) assist in
credit application, investigation, evaluation, and recommendation, (iii) collection as well as (iv)
research and development.

The Rx Cashline group also has a network of accredited referral agents that bring in qualified loan
clients.

MFC Factors Group

The MFC Factors Group is responsible for running the receivables factoring business of the
Company. Among its basic tasks are: (i) sales and promotion, (ii) credit application, investigation,
evaluation, recommendation, and (iii) collection. The account officers are responsible for the
research of businesses that seek to factor their receivables for extra liquidity. Factoring leads come
from accredited referral agents as well as current clients.

MC Financing Group

The MC Financing Group is tasked with: (i) sales and promotion, (ii) credit application,
investigation, evaluation, recommendation, and (iii) collection for the motorcycle financing
business of the Company.

Business Operations

The Company’s business operations involve: (a) sales and marketing; (b) evaluation and approval
of loan applications; and (c) collection of loan accounts. The following discussion presents the
various components of the Company’s business operations.

Sales and Marketing

The Company’s sales and marketing effort is led by the Account Officers (AO)/Credit Sales
Representatives (CSR) of each operating department. The AOsS/CSRs are responsible for
generating new loan accounts as well as monitoring the existing ones. Moreover, each account
officer is tasked with generating and monitoring their accounts in their respective service areas.

In addition to the AOs/CSRs of each operating department, the Company also has a large network
of accredited agents that refer loan applicants to the Company. The Company’s network of
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referral agents includes both individuals and accredited institutions, such as medical organizations
and distributors of medical and dental equipment.

As part of the Company’s marketing efforts, the AOs/CSRs employ the following promotional
tools: (i) direct mail; (ii) advertisements in trade publications; (iii) fax and e-mail marketing; (iv)
tele-marketing; (v) door-to-door marketing; (vi) attendance of special events/trade shows; (vii)
loan renewal program; and (viii) referral network and programs.

Loan Evaluation and Approval Process

For consumer finance companies, there is prime importance in a complete and adequate evaluation
and stringent screening process for new loan applications. Given the country’s economic
environment, assessing credit risk and quality of new loan accounts becomes one of the core
processes of finance companies such as MFC.

Along with a proprietary credit scoring system, MFC’s in-house loan process evaluation includes
business and residential visits and ocular inspections. The Company also verifies new loan
applications with the Credit Management Association of the Philippines (CMAP) and the Credit
Investigation Bureau, Inc. (CIBI) to determine if there exist negative credit findings on a loan
applicant. The AO then thoroughly analyzes the application and makes a recommendation.

The Company’s Credit Committee makes the final decision on the application for Rx Cashline and
MFC Factors group while the Branch Manager and the Controller approve the application for MC
Financing based on the AO/CSR’s analysis. The Credit Committee is composed of the Chief
Operating Officer (COO), Chief Finance Officer (CFQO), Operations Manager and Finance
Manager.

Once an application has been approved by the Credit Committee, a check will be prepared for the
loan release. The clients are notified of the approval before the loan is released. The clients are
also requested to furnish some final documentation prior to the release of the funds. The post-
dated checks and other loan requirements from the client are submitted to the cashier. If the
required documents are clear and in order, the loan proceeds are then released to the client.
Various documents are then provided by the various departments and groups to the AOs to
facilitate in account monitoring and collection.

While for MC Financing, once application is approved by the Branch Manager, various
documentations are prepared for the release of the motorcycle unit. The borrower pays for the
down payment, registration and the insurance, signs the chattel mortgages and other release forms
before the units may be released or delivered to the customer.

Loan Collection Process

Monitoring the loan accounts is the responsibility of the AO or CSR of each of the operating
departments. The subsidiary ledger of their respective approved clients contains the schedule of
the loan amortization payments. Because the Rx Cashline clients have already given their post-
dated checks for the loan repayments, the AOs are well advised of the status of each account. AOs
are always updated on clients that have completed their amortization payments and those that have
incurred returned-check payments. Clients whose checks have bounced are immediately advised
by the Account Officer in charge to settle the payment as soon as possible with consequent late
payment charges and handling fees. With this, it is important to take note that MFC normally
evaluates the circumstances of bounced checks on a case-to-case basis to maintain profitable
relations with their clients as much as possible. The CSRs, on the other hand, most often directly
and personally collects the loan amortizations of the MC Financing customers. Some customers
prefer to pay directly to the branch office.

Customers that do not remit payment on the due date are classified as past due accounts while
those that are more than 90 days past due are reclassified as delinquent accounts. Legal action or
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foreclosure of collateral may be endorsed for accounts that turn delinquent. Motorcycle units are
repossessed by MFC from loan accounts which are over 60 days past due. Clients may redeem
upon payment of amortization in arrears.

Despite instituting a firm and stringent credit and collection policy, the Company maintains its
goal of providing quality service to its clients.

Employees

As of December 31, 2017, the Company accounted for a total of 286 employees, distributed as
follows:

2017 Projected 2018
Rank No. of Employees No. of Employees
Officers 3 3
Managerial/Supervisory 22 23
Rank and File 151 161
Total 176 187
Employment Status No. of Employees
Regular 157
Probationary 19
Total 176

The employees of the Company are not subject to any collective bargaining agreement (CBA).
ITEM 2. Properties

As part of its normal operations, the Company acquires or forecloses several properties that are
mortgaged to secure customers’ loans. There are no other mortgages or liens on these properties
except those under the name of the Company. These properties have subsequently been
transferred to the Company. The Company tries to eventually dispose or sell these properties. The
list of these properties is found in the following table:

List of Foreclosed Properties as of December 31, 2017

Location Size(s.gm) Description
Santan St., Cityland Cityview Il Farm Lot Subdivision, 1,410 Transferred
Barangay De Ocampo, Trece martires City(Cavite)
Lot 18 &19, BIk 2, Psd 64355 ,Angela St., Capitol 561 Transferred
Homesite Subdivision, Barangay Cotta, Lucena City,
Quezon Province
Blk 23, Lot 1, Montevista Hts., Subd.,Brgy. Dolores, 181 Transferred
Taytay, Rizal
Blk 23, Lot 2, Montevista Hts., Subd.,Brgy. Dolores, 198 Transferred
Taytay, Rizal
Lot 1-B, Blk 17, No. 26 Sardinia St., San Francisco 157 Transferred
Village, Barangay Muzon, Taytay, Rizal
Lot 9, Blk 1, Victoria Ave. Brookside Hills Subd., San 279 Transferred
Isidro, Cainta, Rizal
Lot 15-F, Iruhin Central R1, Tagaytay City 2,231 Transferred
TOTAL 5,017
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ITEM 3. Legal Proceedings

There are no legal proceedings against the Company, except collection and/or foreclosure cases
in the normal course of its operations.

ITEM 4. Submission of Matters to a Vote of Security Holders

No matter that require voting decisions were submitted to the Security Holders in the fourth
quarter of the year 2017.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION
ITEM 5. Market for Issuer's Common Equity and Related Stockholder Matters
Share Capital

The Company has an authorized capital of 300,000,000, divided into 300,000,000 Common
Shares, with a par value of R1.00 per share, out of which R223,412,301, divided into 223,412,301
shares are issued and outstanding as at December 31, 2017.

Subject to the authorization of the SEC, the Company may increase or decrease its authorized
capital with the approval of a majority of the Board of Directors (BOD) and Stockholders
representing at least two-thirds (2/3) of the issued and outstanding capital stock of the Company.

Amendments to Authorized Capital Stock and Par Value

In year 2000, the BOD and stockholders approved, as part of the quasi-reorganization, the
decrease in the Company’s authorized capital stock of £100,000,000, with a subscribed and paid-
up capital of 245,149,780 to R9,949,040 with a subscribed and paid-up capital of £2,487,260.
There was no return of capital, thus, the surplus arising from the reduction in the capital
amounting to P42,662,520 was credited to additional paid-in capital.

On the same date, the BOD and stockholders approved the increase in the Company’s authorized
capital stock from £9,949,040 to R127,000,000, divided into 12,700,000 common shares with a
par value of 210 per share.

On January 23, 2001, the Company issued additional 3,198,535 shares to the shareholders against
their deposits for future subscriptions amounting to 287,078,288, resulting to an additional paid-in
capital of 255,092,938.

On the same date, the Securities and Exchange Commission (SEC) approved the quasi-
reorganization as described above.

Accordingly, upon such approval, the additional paid-in capital amounting to 297,781,211 as of
that date was applied against the Company’s deficit as of July 31, 2000 amounting to
R97,781,211.

On December 11, 2001, the BOD and stockholders approved the reduction in the Company’s
authorized capital stock from R127,000,000 to £100,000,000 and from par value of 10 per share
to RB1 per share. On March 11, 2002, the BOD and stockholders amended the proposed reduction
in the Company’s authorized capital stock from £127,000,000 to 290,000,000 and from par value
of R10 per share to R1 per share. The reduction in authorized capital stock was approved by the
SEC on May 9, 2002. The reduction in par value resulted in the issuance of 31,025,349 additional
shares to existing shareholders.
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Also on March 11, 2002, the BOD and stockholders approved the offer of up to 19,560,000 shares
from the Company’s unissued common stock through initial common public offering (IPO). The
application for the IPO of the Company was approved by the SEC and the Philippine Stock
Exchange (PSE), on December 9, 2002 and November 28, 2002, respectively. The Company was
listed in the PSE under the Small & Medium Enterprise Board on January 6, 2003 with an offer
price of P1.38 per share. Underwriter was Abacus Capital & Investment Corporation.

On November 6, 2007, the Board of Directors and stockholders owning or representing at least
two-thirds (2/3) of the outstanding capital stock of the Company approved the increase in the
Company’s authorized capital stock from 290,000,000 divided into 90,000,000 shares, with a par
value of R1.00 per share, to £300,000,000, divided into 300,000,000 shares, with a par value of
R1.00 per share.

Stock Dividends

On July 30, 2015, the BOD and stockholders approved the declaration of 3.075% stock dividends
in the amount of R6,252,776.85 to stockholders of record as of August 27, 2015 with distribution
date not later than September 22, 2015. On the same date, the BOD also approved the declaration
of cash dividends amounting to 26,252,776.85. Fractional shares related to this declaration were
settled in cash amounting to 267.00.

On July 28, 2016, the BOD and stockholders approved the declaration of 3.29% stock dividends
in the amount of R6,897,073 to stockholders of record as of August 26, 2016 with distribution date
not later than September 21, 2016. On the same date, the BOD also approved the declaration of
cash dividends amounting to R6,897,073. Fractional shares related to this declaration were settled
in cash amounting to 261.00.

On July 27, 2017, the BOD and stockholders approved the declaration of 3.21% stock dividends
in the amount of £6,949,792 to stockholders of record as of August 24, 2017 with distribution date
not later than September 19, 2017. On the same date, the BOD also approved the declaration of
cash dividends amounting to 26,949,792. Fractional shares related to this declaration were settled
in cash amounting to 247.00.

The movements in the number of shares and capital stock amount for the years ended
December 31, 2017, 2016 and 2015 as follow:

2017 2016 2015
Number Number Number
of Shares Amount of Shares Amount of Shares Amount
Balance at beginning
of year 216,462,556 R216,462,556 209,565,483 R209,565,483 203,312,773 R203,312,773
Stock dividends 6,949,745 6,949,745 6,897,073 6,897,073 6,252,710 6,252,710

Balance at end of year 223.412,301 PR223.412,301 216,462,556 P216,462,556 209,565,483 PR209,565,483

MARKET SHARE INFORMATION

The Company was listed in the Philippine Stock Exchange on January 6, 2003.

On January 6, 2003 with authorized capital stock of 290 million, a total of 19.56 million shares of
stock were offered to the general public in the company’s IPO. On November 6, 2007, the BOD
and Stockholders approved the increase in the Company’s authorized capital stock to
2300 million.

On March 27, 2008, the Securities and Exchange Commission approved the Company’s
application for a follow-on offering to the general public of 75,500,000 hew common shares and
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7,598,892 secondary shares. But the sharp fall in stock prices locally and globally prompted the

Board and Management to forego the planned additional public offering.

According to the Philippine Stock Exchange Website, latest available price information on MFC’s
stock price is 2.90 per share as of December 28, 2017. The Company has not gone into a

business combination nor any reorganization for the year 2017.

Share Prices:

The latest available price information on Makati Finance’s stock price is £2.93 per share as of

April 5, 2018.

Philippine Stock Exchange Market prices for the last two years were as follows:

Quarter Ending

March 2018
December 2017
September 2017
June 2017
March 2017
December 2016
September 2016
June 2016
March 2016
December 2015
September 2015
June 2015

Market Prices

High

2.92
2.90
2.89
3.08
2.93
2.84
3.20
3.30
3.67
3.05
3.31
7.50

Low

2.92
2.90
2.89
3.07
2.93
2.83
3.20
3.30
3.58
2.81
3.31
6.00
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HOLDERS OF COMMON STOCK as of April 5, 2018

TOP 20 Stockholders

There are a total of 103 stockholders as of April 5, 2018.

Name | Nat | Class | No.ofShares | Percentage |
AMALGAMATED INVESTMENT
BANCORPORATION FIL A 94,488,680 42.29%
MOTOR ACE PHILIPPINES, INC. FIL A 56,516,496 25.30%
MF PIKEVILLE HOLDINGS, INC. FIL A 15,609,435 6.99%
PCD NOMINEE CORPORATION
(FILIPINO) FIL A 9,816,232 4.39%
MICHAEL WEE FOR A 9,244,615 4.14%
BORROMEO BROS. ESTATE INC. FIL A 7,300,577 3.27%
ERIC B. BENITEZ FIL A 6,230,663 2.79%
MELLISSA B. LIMCAOCO FIL A 5,592,035 2.50%
GLENN B. BENITEZ FIL A 5,324,208 2.38%
RENE B. BENITEZ FIL A 5,111,481 2.29%
JOEL FERRER FIL A 2,250,578 1.01%
RODOLFO B. HERRERA / MAX
BORROMEO / CARMEN MERCADO FIL A 1,102,955 0.49%
REYES, MARY GRACE V. FIL A 663,389 0.30%
TERESITA B. BENITEZ FIL A 434,521 0.19%
MERG REALTY DEVELOPMENT FIL A 386,040 0.17%
MELLISSA B. LIMCAOCO ITF
DANIELLE B. LIMCAOCO FIL A 266,182 0.12%
MELLISSA B. LIMCAOCO ITF
MICHAELA LIMCAOCO FIL A 266,182 0.12%
GLENN BENITEZ ITF ANDREA C.
BENITEZ FIL A 266,182 0.12%
GLENN BENITEZ ITF ALFONSO C.
BENITEZ FIL A 266,182 0.12%
GLENN BENITEZ ITF ALESSANDRA
C. BENITEZ FIL A 266,182 0.12%
SUB-TOTAL 221,402,815 98.10%
OTHER STOCKHOLDERS (84) 2,009,486 0.90%
GRAND TOTAL (104 stockholders) 223,412,301 100.00%

Currently the Company is compliant in the PSE continuing listing requirement rule on minimum
public ownership. The rule requires a 10% minimum public float. MFC has 18.28% public float.

DIVIDENDS

As approved by the BOD and upon concurrence by the stockholders of the Company, an annual
dividend declaration policy was set up, amount of which will be equivalent to 30% of the
Company’s net earnings for the year. For the year 2015, the Board of Directors and Stockholders
approved the declaration of cash dividends amounting to £6,252,776.85. Fractional shares were
settled in cash. For the year 2016, the BOD and Stockholders approved the declaration of cash
dividends amounting to £6,897,133.50. Fractional shares were settled in cash. For the year 2017,
the Board of Directors and Stockholders approved the declaration of cash dividends amounting to
B6,949,792.45. Fractional shares were settled in cash.
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NAMES OF THE UNDERWRITERS OR IDENTITY OF PERSONS TO WHOM THE
SECURITIES WERE SOLD

There were no underwriters or persons to whom the stock dividends were sold.

EXEMPTION FROM REGISTRATION CLAIMED

Pursuant to SRC Rule No. 10 Section D, the declaration of stock dividends is an exempt
transaction. The approval of the Commission for the stock dividend declaration was not sought by
the Company.

ITEM 6. Management's Discussion and Analysis or Plan of Operation.

Plans and Prospects for 2018

MFC shall continue to expand and diversify its portfolio in 2018, as it steadily grows existing
product lines; Rx Cashline, Business Loan and MFC Factoring portfolio. MFC shall also
capitalize opportunities in Car Financing which was introduced during the last quarter of 2017
forging tie ups with its dealer partners; Ford, Mazda and Suzuki cars. The Company will continue
to tap the Corporate Salary Loan Market by entering into Memorandum of Agreements with
several established Companies to provide multi-purpose loans to their respective employees.

MFC will also explore other product such as Pension Loan, Micro Financing and Corporate
Leasing.

MFC reiterates its commitment to providing source of funding for consumers and businesses
which are considered partners to their improved livelihood.

MFC positions itself as a player in serving the financing needs of the often neglected middle
markets in the Philippines. Because of the vast experience it has gained, MFC’s lending activities
and loan products will continue to be focused on the niche consumer loan market and SME
markets. MFC will also continue and raise the quality of service it provides to its clients.

Funds Generation

We currently have a 2350 million facility with Amalgamated Investment Bancorporation (AIB)
and 2355 million term loan financing with various financial institutions. The Company is in
discussion with other financial institutions to secure credit loan facilities to finance MFC’s growth
potential in 2018.

Currently fund requirements are being met by loans, collections, acceptance of private placements
under the 19 lender rule.

Discussion of Past Financial Performance

As of December 31, 2017

Results of Operation

Net Income after Tax for the year ending December 31, 2017, as reflected in the audited
financial statements ended at R54.4 million, or 17.41% higher from R46.33 million in
2016. This is mainly due to reduction in operating expenses by Php 77 million and
increase in other income by Php 24.15 million.

Total operating income ended at 2257.5 million in 2017 from R273.1 million in 2016. The
5.71% decline was mainly due to decline in generated interest income. Total expenses in
2017 ended at R222.25 million, lower versus R300.33 million in 2016, mainly due to
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decrease in loss on sale and inventory write-down of repossessed motorcycle inventories
by 248.14 million and decrease in provision for credit losses by 29.4 million. Salaries and
employee benefits also decreased by 219.14 million

Interest income in 2017 amounted to £157.66 million; major breakdown of which is
B19.54 million from Rx, P32.15 million from MFC Factors and Business Loans and
B101.54 million from MC Financing.

As of December 31, 2017, Earnings Per Share ended at £0.24 from 20.21 in 2016.
Financial Condition and Capital Resources

Total assets as of December 31, 2017 ended at £970.79 million, lower versus £1,227.58
million in 2016 mainly due to decrease in loans receivables by 2232.08 million and sale of
investment in associate amounting to 294.96 million. On the other hand, total liabilities
also declined by R303.49 million, from R767.49 million in 2016 to 2464 million in 2017
mainly due to net settlement of notes payable amounting to 2283.85 million.

Interest Income
The interest income this year ended at 2157.66 million in 2017 from £209.49 million in
2016. This is mainly due to lower loans receivable at the beginning of 2017.

Net Interest Income
Net interest income amounted to 2124.75 million in 2017 versus 2164.5 million in 2016.
This is mainly due to lower loans receivable at the beginning of 2017.

Other Income
Other income increased by R24.15 million, from R108.6 million in 2016 to R132.75
million in 2017 due mainly to increase in gain from sale of investment in an associate
amounting to R18.17 million and R10.53 million gain on foreclosure of investment
properties .

Income Before Income Tax
As of December 31, 2017, the company ended at Income before share in net income of an
associate amounting to R34.25 million, higher versus a loss of 227.24 million in 2016,
mainly due to lower total operating expenses by £77.08 million.

Net Income
The Company posted a net income of R54.4 million in 2017, or 17.41% higher versus
B46.3 million in 2016.

As of December 31, 2016

Results of Operation

Net Income after Tax for the year ending December 31, 2016, as reflected in the audited
financial statements had increased by 0.76% to R46.33 million in 2016 from PR45.98
million in 2015. This is mainly due to the increase in share in net income from of an
associate by £6.4 million from R40.78 million in 2015 to R47.22 million in 2016 and a
onetime gain from sale of investment in an associate amounting to 284.63 million.

Total operating income improved from R186.32 million in 2015 to £273.1 million in
2016, mainly due to onetime gain from sale of investment in an associate as discussed
above. Total expenses in 2016 ended at £300.33 million, higher versus 185million in
2015, mainly due to increase in loss on sale and inventory write-down of repossessed
motorcycle inventories by 260.7 million and increase in provision for credit losses by

[SEC Form 17-A 2017] Makati Finance Corporation Page 15



R17.47 million. Taxes and licenses also increased by R13.84 million due to accrued
capital gains tax from sale of investment in an associate amounting to P12 million.

Interest income in 2016 amounted to £209.49 million; major breakdown of which is
B21.2 million from Rx, B24.26 million from MFC Factors and Business Loans and
B163.22 million from MC Financing.

As of December 31, 2016, Earnings Per Share ended at £0.21 from 20.22 in 2015.
Financial Condition and Capital Resources

Total assets as of December 31, 2016 ended at R1,227.6 million, lower versus 21,321
million in 2015 mainly due to decrease in repossessed motorcycle inventories by R88.0
million and sale of investment in an associate with a book value amounting to P75.35
million. On the other hand, total liabilities also declined by 2133.3 million, from 2900.7
million in 2015 to £767.5 million in 2016 mainly due to net settlement of notes payable
amounting to £132.1 million.

Interest Income
The interest income this year ended at £209.5 million in 2016 from R211.4 million in
2014. This is mainly due to lower loans receivable at the beginning of 2016.

Net Interest Income
Net interest income amounted to 2164.5 million in 2016 versus £166.5 million in 2015.
This is mainly due to lower loans receivable at the beginning of 2016.

Other Income
Other income increased by R88.7 million, from R19.9 million in 2015 to £108.6 million
in 2016 due mainly to a onetime gain from sale of investment in an associate amounting to
B84.6 million and higher collections of processing fees from new loan releases and late
payment charges collected from past due accounts.

Income Before Income Tax
As of December 31, 2016, the company ended at a loss before share in net income of an
associate amounting to R27.2 million, mainly due to increase in loss on sale and inventory
write-down of repossessed motorcycle inventories by R60.7 million and increase in
provision for credit losses by R 17.47 million.

Net Income

The Company posted a net income of R46.3 million in 2016, higher versus R46.0 million
in 2015 or an increase of 0.76%.

As of December 31, 2015

Results of Operation

Net Income after Tax for the year ending December 31, 2015, as reflected in the audited
financial statements had increased by 10.3% to P46.0 million in 2015 from 241.7 million
in 2014. This is mainly due to the increase in income tax benefit by 2.6 million.

Total operating income slightly improved from 2185.2 million in 2014 to R186.3 million
in 2015. Total expenses in 2015 ended at £185.0 million which was 0.36% higher from
B184.4 million expenses in 2014.
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Interest income in 2015 amounted to R211.4 million; major breakdown of which is
R21.2 million from Rx, P9.1 million from MFC Factors and R174.4 million from MC
Financing.

With higher income in 2015, Earnings Per Share went up at £0.22 compared to 20.21 in
2014.

Financial Condition and Capital Resources

Total assets increased by R60.8 million in 2015 as against that in 2014, from
B1,260.2 million to £1,321.0 million due primarily to the increase in loans receivable as a
result of higher loan releases from R668.4 million in 2014 to £859.8 million in 2015. On
the other hand, total liabilities slightly increased by 220.1 million, from 2880.6 million in
2014 to 2900.7 million in 2015.

Interest Income
The interest income this year ended at £211.4 million in 2015 from R220.2 million in
2014. This is mainly due to lower loans receivable at the beginning of 2015.

Net Interest Income
Net interest income amounted to £166.5 million in 2015 versus £169.6 million in 2014.
This is mainly due to lower loans receivable at the beginning of 2015.

Other Income
Other income increased by R4.3 million or 27.45% from 2014 due mainly to higher
collections of processing fees from new loan releases and late payment charges collected
from past due accounts.

Income Before Income Tax
Due to the slight increase in total operating income, income before income tax and before
share in net income from an associate increased to £1.3 million in 2015 from £0.9 million
in 2014.

Net Income
The Company posted a net income of R46.0 million in 2015, higher versus R41.7 million
in 2014 or an increase of 10.3%.
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KEY PERFORMANCE INDICATORS:

Following are the top five (5) key performance indicators of the Company.

2017 2016
SOLVENCY AND LIQUIDITY RATIOS
Current ratio 183.67% 94.77%
Debt to equity ratio 91.56% 166.81%
Quick ratio 166.84% 114.39%
PROFITABILITY RATIOS
Return on assets 5.60% 3.77%
Return on equity 10.73% 10.07%
Net profit margin 18.73% 16.97%
ASSET TO EQUITY RATIO 191.56% 266.81%
INTEREST RATE COVERAGE RATIO 1.11 1.44
OTHER RELEVANT RATIOS
Ratio or percentage of total real estate investments
to total assets 5.54% 0.21%
Total receivables to total assets 63.55% 69.16%
Total DOSRI receivables to net worth 0.00% 0.00%
Amount of receivables from a single corporation to
total receivables:
Motor Ace Philippines, Inc. (MAPI) 0.34% 0.22%
Honda Motor World, Inc. 0.39% 0.29%
Amalgamated Investment Bancorporation 0.01% 0.02%
MAPI Lending Investors, Inc. 0.12% 0.01%
Seine Garments Corporation 0.00% 0.01%

Computation for the Ratios:

Current Ratio = Current Assets/Current Liabilities
+  Debt to Equity Ratio = Total Liabilities/Total Equity
*  Quick Ratio = Quick Assets/Current Liabilities
* Return on Assets = Net Income After Tax/Total Assets
Return on Equity = Net Income After Tax/Total Equity
*  Net Profit Margin = Net Income After Tax/Total Income
* Asset to Equity Ratio = Total Assets/Total Equity
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TRENDS, EVENTS OR UNCERTAINTIES WITH MATERIAL IMPACT ON LIQUIDITY

There are no known trends, events or uncertainties that will have a material impact on the Company’s
liquidity.

EVENTS THAT WILL TRIGGER DIRECT OR CONTINGENT FINANCIAL OBLIGATION

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

MATERIAL OFF-BALANCE SHEET TRANSACTIONS, ARRANGEMENT OR OBLIGATION

There are no material off-balance sheet transactions, arrangement or obligation.

CAPITAL EXPENDITURES

The Company had started to implement in April 2009 the geographical expansion for the MC Financing line.
This resulted to investment in buying new office equipments, furniture and vehicles as service unit for the
CSR.

TRENDS, EVENTS OR UNCERTAINTIES WITH MATERIAL IMPACT ON SALES

There are no known trends, events or uncertainties with material impact on sales.

SEASONAL ASPECTS

There was no seasonal aspect that had material effect on the Company’s financial condition or results of
operation

Item 7. Financial Statements
The audited financial statements are herewith attached as “ANNEX A”.
Item 8. Changes in and Disagreements With Accountants on Accounting and Financial
Disclosure

There are none.
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INDEPENDENT PUBLIC ACCOUNTANTS

The auditing firm of R.G. Manabat & Co. is the incumbent external auditor of the Company for
the calendar year 2017. The Company has complied with SRC Rule 68 (3)(b)(iv), regarding
rotation of external auditors or engagement partners every five years. Mr. Dennis I. llan, the
partner in charge, is the lead auditor of the Company. It is expected that R.G. Manabat & Co. will
be reappointed as the Company’s external auditor for year 2018.

The representatives of the said firm are expected to be present at the shareholders’ meeting, will
have the opportunity to make a statement if they so desire, and are expected to be available to
respond to appropriate questions.

There had been no disagreements with R.G. Manabat & Co. with regard to accounting policies
and financial disclosures of the Company.

Audit Committee is comprised of the following — Mr. Francisco C. Eizmendi Jr. as Chairman and
Mr. Juan Carlos del Rosario, Mr. Robert Charles M. Lehmann and Mr. Lawrence EE as members.

INFORMATION ON EXTERNAL AUDITOR

There had been no disagreements with R.G. Manabat & Co. with regard to accounting policies
and financial disclosures of the Company. Mr. Dennis I. llan, the Partner, is the newly appointed
auditor of the Company for the Calendar Year ending December 31, 2017, and has not yet
completed the five-year cap requirement of SEC.

For the annual statutory and regulatory engagements including out-of-pocket expenses, MFC has
engaged R.G. Manabat & Co. for a service fee of 2670,000 for 2017 audit period. The Company
has not engaged R.G. Manabat & Co. for any tax-related service or any other professional
services. The audit committee of MFC regularly meets to tackle whatever issues that may come
out of the regular audit of the company’s external auditor and reports them to the BOD.
Recommendations by the audit committee are then deliberated during the Board meetings.
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PART Il - CONTROL AND COMPENSATION INFORMATION

ITEM 9. Directors and Executive Officers of the Issuer

Directors and Executive Officers

The Directors elected who shall serve for a term of one (1) year or until their successors shall have
been elected, and their business experience for the last five years:

Dr. Isidro B. Benitez, 90, Filipino, is the Chairman Emeritus. Dr. Benitez has served as a
Director since the Company’s incorporation. He is also the Chairman of Obstetrics and
Gynecology of the Makati Medical Center, MERG Realty Corporation and Amalgamated
Development Corporation. Concurrently, Dr. Benitez is the Vice-Chairman of AIB and a Director
of Nationwide Health Systems. He was formerly the Chairman of Obstetrics and Gynecology of
the University of the Philippines / Philippine General Hospital where he worked from 1955 to
1988. He is presently the Chairman of the Examining Board of SGOP, Philippines, and a member
of the American College of Surgeons, the Philippine College of Surgeons and the Philippine OB-
Gyne Society. He obtained his Doctor of Medicine degree from the University of the Philippines,
specialized in Obstetrics and Gynecology at John Hopkins University, Baltimore, Maryland and
took courses in the Senior Executive MBA 