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MAKATI FINANCE

FINANCIAL SERVICES AND ADVISORY

April 14, 2015

The Markets & Securities Regulation Department
SECURITIES AND EXCHANGE COMMISSION
SEC Building, Mandaluyong City

Attention : Hon. Vicente Graciano P. Felizmenio, Jr.
Director, Markets & Securities Regulation Department

The Disclosure Department

THE PHILIPPINE STOCK EXCHANGE, INC.
3" Floor, Tower One and Exchange Plaza

Ayala Triangle, Ayala Avenue, Makati City

Attention : Ms. Janet A. Encarnacion
Head, Disclosure Department
Gentlemen:

We are sending herewith a copy of Makati Finance Corporation SEC 17-A for the
year ended 2014.

We are making this disclosure in compliance with the Continuing Listing
Requirements of the Philippine Stock Exchange.

MAKATI FINANCE CORPORATION
Registrant

By:

2™ Floor, Makati Finance Building 7823 Makati Avenue, Makati City, Philippines
Tel. (632) 899 4145 / 890 0526 Fax. (632) 899 4121
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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, 2014.....................
2. SEC Identification Number .....28788........... 3. BIR Tax Identification No. 000-473-966

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

. Makati, Philippines... ; 6. AR (SEC Use Only)
Province, Country or other _]l.lI’lSdlCthIl of lndustry Classification Code:
incorporation or organization

7. 7823 Makati Avenue, Makati City.......ccoviviiiiiiies seeveeeeessennnns | 2.3 [ | CO——
Address of principal office Postal Code

cucl{0632)101. BIODZ-2V/BI TLITAY. .. cuncnirininssmmsnsmsssssyusssomsansosanscrinsrensnsssssassansssnssssssssssssesinsasionsnss
Issuer's telephone number, including area code

T T e
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 203,312,773

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 I - 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 for SMEs, and MC Financing — loans
for motorcycle buyers. These are offered domestically, hence there are no foreign sales. Also, no
government approval is needed for 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. lis 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

e e e e e B e e e e s S P e )
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o [n-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 dealers located in Alabang and Bacoor and through MFC’s business
relationship with the two dealers, MFC secured a contract which gives the Company a rights of
first refusal over the financing of motorcycle sales for the aforementioned locations. All
motorcycle financing applications will first be processed by MFC unless they are rejected by the
Company. Rejected applications on the other hand are sent to other finance companies. At the end
of 2005, MC Financing accounted for 10.9% of the loan portfolio.

In 2006, the Company expanded its motorcycle financing business. MC Financing loans doubled
to £ 39.8 million in 2006 from 2005, representing 18.3% of the loan portfolio. In order to grow
their MC Financing loan portfolio without investing heavily on capital expenditures, MFC
leveraged on the existing plethora of motorcycle outlets and after market parts repair shops to
increase the Company’s sales point networks.

In 2007, MFC focused on having a balanced loan portfolio in order to diversify its revenue
sources. The Company further grew its MC Financing portfolio by 56.8% in 2007. At the end of
the year it contributed 26.5% of MFC’s entire interest income.

The year 2008 was focused on setting the baseline for its growth. We called this our “Clean Up
Year”.

Early 2008, MFC encountered unusually higher repossessions of motorcycles they were financing.
A review of procedures and process resulted to a subsequent revamp and restructure in the
organization, most specially in the MC Financing product line. A re-tooling of manpower
resources was also done. Accounts generated and existing in 2007 were reviewed to confirm good
quality accounts remain and better control measures put in place to ensure of no repeats in control
lapses.

A —
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The review likewise steered the direction for the Company to evaluate and implement an
automated infra structure specific to its financing activity to ensure better control and monitor of
all the accounts it handles. New infrastructure triggered renovation on office premises and other
leasehold improvements.

The Company saw 2009 as its take off point for growth. Together with the slowly recovering
global and domestic economies, MFC is now back on track with more than double its Net Income
Before Tax as compared to that of the year 2008.

The Philippine motorcycle industry is expected to grow in the double digits range. While the
improving Philippine economy will increase the purchasing power of the average Filipino, rising
gas prices have made purchasing motorcycles the more practical alternative to taking long daily
commutes. Motorcycle offer an alternative to public transportation and offer a more cost-effective
way for the average Filipino to commute. For the next 5 years, the Company is planning to
capitalize on this growth by providing financing services in tandem with the aggressive expansion
of its dealer-partners.

In 2010 MFC continued to pursue its aggressive expansion in the motorcycle financing side of the
business. The expansion took off in 2009 where we ended the year doing financing transactions
on twelve (12) outlets of our dealer-partners. The aggressive thrust in motorcycle financing saw
us ending 2010 doing financing leasing sales transactions for twenty eight (28) of our dealer-
partners’ outlets. As such, volume of motorcycle units financed increased by 84.6%, from 2,713
motorcycle units in 2009 to 5,008 motorcycle units in 2010.

Given the dramatic increase in our volume of transactions for motorcycles financed, portfolio
share for motorcycle financing went up from 60% to 78%, or an 18% rise in 2010 versus 2009.
Consequently, interest income went up from P69.9M in 2009 to P113.0M in 2010, or a 62%
increase. We borrowed funds from financing institutions to support the substantial growth in our
volume of amounts financed and consequently interest expense increased by 174 percent or from
P11.7M in 2009 to P32.1M in 2010.

As expected in any expansion activity, expenses also dramatically increased. Manpower hirings
were timed to allow at least six (6) months on-the-job training for all positions prior to
deployment. Office supplies and forms were acquired in bulk to ensure ready and sufficient
supply of forms. Advertising and promotion expenses were also higher than normal. All
expansion related expenses were incurred without any corresponding income generation. For
2010, expenses went up from P48.4M in 2009 to P71.3M in 2010, or a 47 percent increase.

MFC continues to be on track ending 2010 with Net Income After Tax of P12.4M, a modest 15
percent increase from its 2009 performance.

In 2011, the motorcycle financing side of the business continued to hold the biggest share in the
total portfolio of the Company. MFC serviced a total of 30 motorcycle financing outlets by year
end.

Taking off from the plans of our dealer-partners, MFC had projected being able to service thirteen
(13) additional outlets in 2011. However, a number of adverse tell tale signs and incidents
triggered the change in plans. The unrest in the Middle East plus the European & US economic
crisis affected the Peso volatility and the job security of our OFWs which constituted a great
percentage of our motorcycle financing market. Likewise, minimal government spending stunted
economic growth and drastically affected our direct customers. Finally, Luzon experienced the
highest number of typhoons and bad weather and this had a direct effect on our marketing efforts
and the ability to collect from existing customers. As such, Management, in consultation with our
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dealer-partners, decided not to proceed with the planned expansion and focus instead with first
growing and strengthening the Company’s operations and services in existing outlets before
embarking on another aggressive expansion.

Despite adversities cited above and stiffer competition encountered, volume of motorcycle units
financed increased by 25%, from 5,008 motorcycle units in 2010 to 6,266 motorcycle units in
2011. The past five (5) years saw the steady growth of the motorcycle; industry growing 138%
since the year 2007 in terms of the number of units sold. The local motorcycle population is now
estimated at 4.5M, with a population of nearly 100 million Filipinos, the density ratio is about
34:1, which means that for every 34 Filipinos, one owns a motorcycle. Compared to Thailand and
Vietnam which have a motorcycle density ratio of 3:1 and 4:1 respectively, the potential for
growth in the Philippine motorcycle industry in the coming years is quite huge.

MFC continued to be on track ending 2011 with Net income After Tax of P13.8M, a 12% increase
from its 2010 performance.

For the next three (3) years, the Company shall continue to explore other financial products and
continue to pursue the plan to expand into the savings bank sector. Meanwhile, our thrust is to
ensure further growth in our motorcycle financing accounts. MFC also intend to do a modest
uptake in the doctor’s loan market and continue to maintain a strong quality portfolio in our
factoring accounts.

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

In 2012, the motorcycle financing side of the business continued to hold the biggest share in the
total portfolio of the Company. MFC continued to be on track ending 2012 with Net Income After
Tax of P16.2M, 17.3% increase from its 2011 performance.

The year 2012 was a good year for the Philippine economy. The Philippines enjoyed positive
assessments and forecasts by global rating agencies and financial services firms, most of them
citing governance reforms and their impact on attracting investments and doing business in the
country. The Philippines is poised to grab more economic stability and power in 2013 and may
join the “tiger economies”.

In 2013, the motorcycle financing side of the business continued to hold the biggest share in the
total portfolio of the Company. Despite natural disasters, an earthquake of magnitude 7.2 on the
Richter scale followed by Super Typhoon Haiyan, broad-based domestic demand drove economic
growth in 2013. The Philippines had been named as the Tiger Cub economies and one of Asia’s
fast growing economy. Gross domestic product (GDP) grew by 7.2% for 2013.

In 2014, the motorcycle financing business still hold the biggest share in total loan portfolio,
though it slightly declined from 89.4% 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
(Glenda in July, Jose in August and Mario in September), which directly hit the MC trading area
also contributed to the decline. RX loan on the other hand increased its share from 4.7% in 2013
to 6.4% in 2014. Also, the share of MFC Factors slightly grew from 4.0% in 2013 to 6.2% in
2014.

Effective collection efforts and recovery of long outstanding accounts resulted to 13.0% increase
in net interest income to P169.6M in 2014 from P150M in 2013, and an increase in net income
after tax to P41.7M in 2014 from P23.1M in 2013, or about 80.4% growth.

S —
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In 2015, MFC intends to continue on capitalizing on the expected hefty growth of the local
motorcycle industry. The Company believes that there continuous to be big room for growth
given the rising use of motorcycle in the country. The Philippine’s double digit motorcycle
density ratio as compared to the single digit density ratio of our other Asian neighbors provide the
huge potential for growth in the Philippine motorcycle industry in the coming years. Likewise,
the traffic in the metropolis has made purchasing motorcycles the more practical alternative to
taking daily commutes.

We continue to explore other financial products such as Teacher’s Loan and Salary Loan and
pursue our plan to expand RX Cashline product. MFC reiterates its commitment to providing
source of funding for consumers and businesses which are considered partners to their improved
livelihood.

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 AOs/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.

e e e R e T e s a1
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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 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 become 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 Account Officer 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 approves 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 (CFO), 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 Account
Officers 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 Account Officer or Credit Sales
Representative 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 Account
Officers are well advised of the status of each account. Account Officers 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

e ———
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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 Credit Sales Representatives, on the other hand, most often
directly and personally collects the loan amortizations. Some customers prefer to pay directly to
the branch office, but this is only a few.

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 foreclosure of collateral may be endorsed for accounts that turn delinquent. MC
Financing clients’ will have their motorcycles units repossessed for 60 days past due. Clients may
get them back 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, 2014, the Company accounted for a total of 280 employees,
distributed as follows:

2014 Projected 2015
Rank No. of Employees No. of Employees
Officers 2 2
Managerial/Supervisory 31 33
Rank and File 247 270
Total 280 305
Employment Status No. of Employees
Regular 228
Probationary 50
Total 280

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 on 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, 2013

Location Size(Sqm) Description
Capitol Homesite Subd., Brgy. Cotta, Lucena City (2 561 Transferred
lots)
Bo. De Ocampo, Trece Martires City, Cavite 1,410 Transferred
LF Flores, Teachers Village, Brgy. Cotta, Lucena City 900 Transferred
(6 lots)
TOTAL 2,871

S —
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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 2014.

PART II - 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 £1.00 per share, out of which £203,312,773, divided into 203,312,773
shares are issued and outstanding.

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 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 P45,149,780 to £9,949,040 with a subscribed and paid-up capital of P2,487,260.
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 127,000,000, divided into 12,700,000 common
shares with a par value of 10 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 P87,078,288, resulting to an additional
paid-in capital of £55,092,938.

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 £97,781,211
as of that date was applied against the Company’s deficit as of July 31, 2000 amounting to
B97,781,211.

S ——
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On December 11, 2001, the BOD and stockholders approved the reduction in the
Company’s authorized capital stock from £127,000,000 to £100,000,000 and from par value of B
10 per share to Bl 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 £90,000,000
and from par value of P10 per share to P1 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.

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 PhP1.38 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 81.00 per share, to 8300, 000,000, divided into 300,000,000 Shares, with a par value of
21.00 per share.

Stock Dividends

On December 11, 2001, the BOD and stockholders declared stock dividends in the
aggregate amount of £20.8 million in favor of the stockholders of record as of May 31, 2002, with
any fractional shares to be paid in cash.

Cash and stock dividends were declared in 2007, 2006 and 2005 equivalent to 30% of the
Company’s net income after tax. There was no sale of unregistered securities within the last three
years.

On November 6, 2007, the Company declared stock dividends in the aggregate amount of
£6.9 million out of the unrestricted retained earnings of the Company as of October 31, 2007 in
favor of the stockholders of record as of December 31, 2006 in proportion to their shareholdings
in the Company with any fractional shares to be paid in cash.

The Company also declared on November 6, 2007, stock dividends in the aggregate
amount of B50.2 million out of the unrestricted retained earnings of the Company as of
October 31, 2007 in favor of stockholders of record as of November 27, 2007 in proportion to
their shareholdings in the Company with any fractional shares to be paid in cash.

On June 19, 2008, the BOD approved the declaration of 2.51% stock dividends in the
aggregate amount of P2,257,147 in favor of the stockholders of record as of July 17, 2008, with a
payment date not later than August 12, 2008. On the same date, the BOD also approved the
declaration of cash dividends amounting to P2,257,147. Fractional shares related to this
declaration were settled in cash.

On June 04, 2009, the Company declared stock dividends in the aggregate amount of
P819,716 out of the unrestricted retained earnings of the Company as of December 31, 2008 in
favor of stockholders of record as of July 2, 2009 in proportion to their shareholdings in the
Company with any fractional shares to be paid in cash.

B e
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On June 24, 2010, the BOD approved the declaration of 0.84% stock dividends in the
amount of 21,612,240 to stockholders of record as of July 19, 2010 with distribution date not later
than August 16, 2010. On the same date, the BOD also approved the declaration of cash
dividends amounting to P1,612,316. Fractional shares related to this declaration were settled in
cash amounting to B76.

On June 23, 2011, the BOD approved declaration of stock dividends amounting to 0.96%
of the outstanding capital stock equivalent to a maximum of 1,853,287.95 shares of stock, to be
issued out of the un-issued capital stock to stockholders of record as of July 21, 2011 with a
payment date not later than 15 August 2011. Fractional shares were paid in cash. . On the same
date, the BOD also approved declaration of cash dividends in the amount of P1,853,287.95 or an
equivalent of P0.009578971 per share (0.96%) to stockholders of record as of July 21, 2011 with a
payment date of August 15, 2011. Both dividends were paid out of the audited net profits of the
Corporation as of December 31, 2010.

On June 28, 2012, the BOD approved declaration of stock dividends amounting to 1.06%
of the outstanding capital stock equivalent to a maximum of 2,074,158.30 shares of stock, to be
issued out of the un-issued capital stock to stockholders of record as of July 26, 2012 with a
payment date not later than August 20, 2012. Fractional shares were paid in cash. On the same
date, the BOD also approved declaration of cash dividends in the amount of P2,074,158.30 or an
equivalent of P0.0106188538 per share (1.06%) to stockholders of record as of July 26, 2012 with
a payment date of August 20, 2012. Both dividends were paid out of the audited net profits of the
Corporation as of December 31, 2011.

On July 25, 2013, the BOD approved declaration of stock dividends amounting to 1.24%
of the outstanding capital stock equivalent to a maximum of 2,445,253.68 shares of stock, to be
issued out of the un-issued capital stock to stockholders of record as of August 22, 2013 with a
payment date not later than September 17, 2013. Fractional shares were paid in cash. On the same
date, the BOD also approved declaration of cash dividends in the amount of P2,445,253.68 or an
equivalent of P0.012387177150 per share (1.24%) to stockholders of record as of August 22, 2013
with a payment date of September 17, 2013. Both dividends were paid out of the audited net
profits of the Corporation as of December 31, 2012.

On July 31, 2014, the BOD and stockholders approved the declaration of 1.73% stock
dividends in the amount of P3,465,553 to stockholders of record as of August 28, 2014 with
distribution date not later than September 23, 2014. On the same date, the BOD also approved the
declaration of cash dividends amounting to P3,465,589. Fractional shares related to this
declaration were settled in cash amounting to P36.00.

The movements in the number of shares and capital stock amount for the years
ended December 31, 2014, 2013 and 2012 as follow:

2014 2013 2012
Number Number Number
of Shares Amount of Shares Amount of Shares Amount
Balance at beginning
of year 199,847,220 P199,847,210 197,402,011 P197.402,011 195,327,890 P195,327.890
Stock dividends 3,465,553 3,465,553 2,445,209 2,445,209 2,074,121 2,074,121

Balance at end of year 203,312,773 P203,312,773  199.847.220 P199,847.220 197,402,011 P197,402,011
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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 Initial Public Offering (IPO). On
November 6, 2007, the Board of Directors 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 new common shares and 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 Makati
Finance’s stock price is P2.83 per share as of December 29, 2014. The Company has not gone
into a business combination nor any reorganization for the year 2014.

Share Prices:

The latest available price information on Makati Finance’s stock price is P3.63 per share as
of April 08, 2015.

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

Market Prices
Quarter Ending High Low
March 2015 4.20 3.60
December 2014 6.50 2.76
September 2014 12.50 4.14
June 2014 15.00 4.00
March 2014 3.50 3.50
December 2013 3.50 3.50
September 2013 3.50 3.50
June 2013 4.50 4.50

HOLDERS OF COMMON STOCK as of April 8, 2015
TOP 20 Stockholders

There are a total of 103 stockholders as of April 8, 2015.

Name | Nat | Class | No.ofShares | Percentage |

AMALGAMATED INVESTMENT

BANCORPORATION FIL A 143,584,274 70.62%
MF PIKEVILLE HOLDINGS, INC. FIL A 13,617,635 6.70%
MICHAEL WEE FOR A 7,939,097 3.90%
BORROMEOQO BROS. ESTATE INC. FIL A 6,269,592 3.08%
ERIC B. BENITEZ FIL A 5,350,773 2.63%
PCD NOMINEE CORPORATION

(FILIPINO) FIL A 4,985,299 2.46%
MELLISSA B. LIMCAOCO FIL A 4,802,330 2.36%
GLENN B. BENITEZ FIL A 4,572,329 2.25%
RENE B. BENITEZ FIL A 4,572,329 2.25%
JOEL FERRER FIL A 1,932,754 0.95%
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RODOLFO B. HERRERA / MAX

BORROMEOQO / CARMEN MERCADO FIL A 947,197 0.47%
REYES, MARY GRACE V. FIL A 580,000 0.29%
PCD NOMINEE CORPORATION

(FOREIGN) FOR A 473,811 0.23%
TERESITA B. BENITEZ FIL A 367,770 0.18%
MERG REALTY DEVELOPMENT FIL A 331,526 0.16%
GLENN B. BENITEZ ITF

ALESSANDRA C. BENITEZ FIL A 228,596 0.11%
GLENN BENITEZ ITF ALFONSO C.

BENITEZ FIL A 228,596 0.11%
GLENN BENITEZ ITF ANDREA C.

BENITEZ FIL A 228,596 0.11%
RENE BENITEZ ITF CARMELA L.

BENITEZ FIL A 228,596 0.11%
RENE BENITEZ ITF LORENZO L.

BENITEZ FIL A 228,596 0.11%
SUB-TOTAL 201,469,696 99.09%
OTHER STOCKHOLDERS (83) 1,843,077 0.91%
GRAND TOTAL (103 stockholders) 203,312,773 100.00%

Currently the Company is in compliant in the PSE continuing listing requirement rule on
minimum public ownership. The rule requires a 10% minimum public float. MFC has 10.61%
public float.

DIVIDENDS

As approved by the Board of Directors 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 2009, the Board of Directors also
approved the declaration of cash dividends amounting to P819,812. Fractional shares were settled
in cash. For the year 2010, the Board of Directors also approved the declaration of cash dividends
amounting to P1,612,316. Fractional shares related to this declaration were settled in cash. For
the year 2011, the Board of Directors also approved the declaration of cash dividends amounting
to P1,853,287.95. Fractional shares were settled in cash. For the year 2012, the Board of
Directors also approved the declaration of cash dividends amounting to P2,074,158.30. Fractional
shares was settled in cash. For the year 2013, the Board of Directors also approved the
declaration of cash dividends amounting to P2,445,253.68. Fractional shares were settled in cash.
For the year 2014, the Board of Directors and Stockholders approved the declaration of cash
dividends amounting to P3,465,589. Fractional shares were settled in cash.

There is no restriction that limit the payment of dividend common shares.

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

Plans and Prospects for 2015

The Company intends to continue to ride the growth of the Philippine motorcycle industry. Thus
the 2015 plan of MFC together with its dealer partner is to increase sales from its existing
strategic outlets through extensive marketing activities and competitive pricing strategies.

We shall continue to explore other financial products such as Teacher’s Loan and Salary Loan and
continue to pursue the plan to expand RX Cashline, Business Loan and MC Factoring.

Lending Activities

Being its core business, the Company’s thrust is into expanding and strengthening its
foothold on its lending operations of niche markets and at the same time exploring with the
intention of venturing into new niche markets that will guarantee sustained growth.

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, the Company’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. Its future plans and prospects include the following:

e Continue to ride on the projected growth of the motorcycle industry as per Motorcycle
Development Program Participant’s Association.

e Continue partnerships with existing motorcycle dealers in their expansion and
development of new trading areas in the northern area of Luzon.
Implement the expansion of target markets to municipalities beyond Metro Manila
Continuous growth in the portfolios of the Company’s two (2) main credit facilities
(Motorcycle Financing and Rx Cash Line)

¢ Continue maintaining good quality accounts in our high ticket facility (Factoring)

Funds Generation

We currently have a P610.80 million facility with Amalgamated Investment
Bancorporation (AIB), a P100.00 million term loan facility with Security Bank, P100.00 million
term loan facilities with Landbank and P25.00 million term loan facility with BPI. The Company
is in discussion with other financial institution to secure a credit loan facility to finance MFC’s
growth potential in 2015.

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

e ——
[SEC Form 17-A 2014] Makati Finance Corporation Page 17



Discussion of Past Financial Performance

As of December 31, 2014

Results of Operation

Net Income after Tax for the year ending December 31, 2014, as reflected in the audited
financial statements had increased by 80.4% to P41.7 million in 2014 from P23.1 million
in 2013 or an increase in an absolute amount of P18.6 million.

Total operating income rose from P179.7 million in 2013 to P185.2 million in 2014 or
3.1% increase from 2013 performance. Total expenses in 2014 ended at P184.4 million
which was 7.1% lower from P198.54 million expenses in 2013.

Interest income in 2014 amounted to P220.19 million; major breakdown of which is
P21.46 million from Rx, P5.40 million from Factors and P189.80 million from MC
Financing.

With higher income in 2014, Earnings Per Share went up at P0.21 compared to P0.11 in
2013.

Financial Condition and Capital Resources

In 2014 total assets declined by P32.98 million as against that in 2013, from P1,293.14
million to P1,260.16 million due primarily to the decrease in motorcycle financing loan
releases in 2014 due to stringent credit scoring policy. There was also a noticeable
decline in our notes payable by P63.25 million as compared to that in 2013.

Interest Income
The interest income this year was up by 10.87% or P21.59 million in absolute amounts
from P198.61 million in 2013 to P220.19 million in 2014.

Net Interest Income
Net interest income increased by 13.03% or by P19.56 million, interest expense increased
by 4.18% or P2.03 to P50.51 million in 2014 from P48.54 million. Interest income
increased due to effective collection efforts and aggressive recovery of long overdue
accounts in 2014.

Other Income
Other income decreased by £14.00 million or 47.30% from 2013 due mainly to a one time
gain on sale of available for sale financial assets in 2013 amounting to P12.22 million.

Income Before Income Tax
Due to the slight increase in interest income and reduction in operating expenses due to
lower provision for credit losses, income before income tax increased to P0.86 million
from loss before tax of P18.88 million in 2013.

Net Income
The Company posted a net income of B 41.69 million in 2014 compared to B 23.10
million in 2013 or an increase of 80.42%.

—
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As of December 31, 2013
Results of Operation

Net Income after Tax for the year ending December 31, 2013, as reflected in the audited
financial statements, was at P23.10 million. This was a 19.25% decline from the Net
Income after Tax of P28.61 million in 2012.

Total operating income rose from P144.86 million in 2012 to P179.66 million in 2013, or
a 24.02% increase from 2012 performance. Total expenses in 2013 reached P198.54
million which was 55.56% higher than the P127.63 million expenses in 2012.

Interest income in 2013 amounted to P198.61 million; major breakdown of which is
P19.70 million from Rx, P6.09 million from Factors and P169.52 million from MC
Financing.

With lower income in 2013, Earnings Per Share dropped at P0.11 compared to P0.14 in
2012.

Financial Condition and Capital Resources

In 2013 total assets increased by P159.50 million as against that in 2012, from P1,133.64
million to P1,293.14 million which was primarily due to increase in our motorcycle
financing loan portfolio. There was also a noticeable increase in our notes payable by
P128.03 million as compared to that in 2012.

Interest Income
The interest income this year was up by 12.49% or P22.05 million in absolute amounts
from P176.56 million in 2012 to P198.61 million in 2013.

Net Interest Income
Interest expense in 2013 had increased by 9.13% or P4.06 million as against that in 2012.
The interest expense increased from P44.48 million to P48.54 million. The increase in
income is due to the expansion activity primarily in the MC Financing product.

Other Income
Other income increased by 216.81 million or 131.57% from December 2012.

Income Before Income Tax
Due to the significant increase on provision for credit losses under operating expenses,
income before income tax in 2013 declined from income before tax of P17.23 million in
2012 to a loss before tax of P18.88 million in 2013.

Net Income
The Company posted a net income of £23.10 million compared to 8 28.61 million in 2012
or a decreased of 19.25%.
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As of December 31, 2012
Results of Operation

Net Income after Tax for the year ending December 31, 2012, as reflected in the audited
financial statements, was at P28.61 million. This was a 17.3% increase over the Net
Income after Tax of 2011, or an increase of P.47 million .

Total operating income rose from P135.93 million in 2011 to P150.26 million in 2012, an
14.33% increase from 2011 to 2012 performance. Total expenses in 2012 reached
P127.51 million which was 10.71% 