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This Prospectus relates to the offer and sale of 68,074,000 common shares as defined below (the “Offer,”
and such shares, the “Offer Shares”), par value P1.00 per share (the “Shares”), of AG Finance,
Incorporated, a corporation organized under Philippine law (“AG Finance” or the “Company”) with an
authorized capital stock of ₱550,000,000 consisting of 550,000,000 Common Shares with a par value of
₱1.00 per Share. A total of 193,750,002 Common Shares have been subscribed and fully paid-up. The
Shares will be listed and traded on the Main Board of The Philippine Stock Exchange, Inc. The Offer
Shares will be offered at a price of P2.18 per Offer Share as defined below (the “Offer Price”). The
determination of the Offer Price is further discussed on page 33 of this Prospectus and is based on a
book-building process and discussions between AG Finance and BDO Capital & Investment Corporation
(the “Issue Manager and Sole Underwriter”). A total of 261,824,002 Shares will be outstanding after the
Offer. The Offer Shares represent 26% of the outstanding Common Shares after the Offer.
The total proceeds to be raised by AG Finance from the sale of Offer Shares will be approximately
₱148,401,320. The net proceeds to be raised by AG Finance from the sale of the Offer Shares (after
deduction of estimated fees and expenses) will be approximately ₱136,111,961. AG Finance intends to
use the net proceeds from the Offer to finance the expansion of its professional and skilled OFW loan
portfolio program and repayment of outstanding loans with China Bank. For a more detailed discussion
on AG Finance’s proposed use of proceeds, see “Use of Proceeds” on page 29 of this Prospectus.
The Issue Manager and Sole Underwriter will receive a transaction fee from AG Finance equivalent to
three percent (3%) based on the gross proceeds from the sale of the Offer Shares (as defined below).
This is inclusive of the amounts to be paid to Selling Agents, where applicable. For a more detailed
discussion on the fees to be received by the Issue Manager and Sole Underwriter, see “Use of Proceeds”
on page 29 of this Prospectus.
Each holder of Shares will be entitled to such dividends as may be declared by AG Finance’s Board,
provided that any stock dividend declaration requires the approval of shareholders holding at least two thirds of AG Finance’s total outstanding capital stock. The Corporation Code of the Philippines, Batas
Pambansa Blg. 68 (the “Philippine Corporation Code”), has defined “outstanding capital stock” as the
total shares of stock issued, whether paid in full or not, except treasury shares. Dividends may be
declared only from AG Finance’s unrestricted retained earnings. Holders of common shares are entitled to
receive annual cash dividends of at least 15% of the prior year's recurring net income based on the
recommendation of the Board of Directors and provided that the Company has sufficient unrestricted
retained earnings. Such recommendation will take into consideration factors such as current and
prospective debt service requirements and loan covenants, the implementation of business plans,
operating expenses, budgets, funding for new investments and acquisitions, appropriate reserves and
working capital, among others. Please see a more detailed discussion of AG Finance’s dividend policy
under “Dividend Policy” on page 31 of this Prospectus.
68,074,000 Offer Shares are being offered in the Philippines to all of the PSE Trading Participants and to
LSIs under the Local Small Investors Program in the Philippines. The Offer Shares not taken up by the
PSE Trading Participants and the LSIs shall be distributed by the Issue Manager and Sole Underwriter to
its respective clients or to the general public. Offer Shares not taken up by the PSE Trading Participants,
LSIs, the Issue Manager and Sole Underwriter’s clients, or the general public shall be purchased by the
Sole Underwriter.
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In any case, the amount of Offer Shares to be made available to the PSE Trading Participants and LSIs
will be 20% and 10%, respectively, of the Offer Shares.
The listing of the Offer Shares is subject to the approval of the PSE. An application to list the Offer Shares
as well as the rest of the Shares was filed with the PSE on March 21, 2013 and was approved on July 24,
2013. Such an approval for listing is permissive only and does not constitute a recommendation or
endorsement by the PSE or the SEC of the Offer Shares.
The Company is subject to nationality restrictions listed under the Philippine Constitution and other laws,
limiting ownership of companies in the financial services industry to citizens of the Philippines, or
Philippine Nationals which are corporations organized under Philippine laws of which at least forty percent
(40.0%) of the voting stock must be owned and held by citizens of the Philippines. For a more detailed
discussion please refer to “Description of Offer Shares – Limitations on Foreign Ownership” on page 41.
AG Finance confirms that this Prospectus contains all material information relating to the Company as
well as all material information on the Offer Shares as may be required by the applicable laws of the
Government. No facts have been omitted that would make any statement in this Prospectus misleading in
any material respect. AG Finance confirms that it has made all reasonable inquiries with respect to any
information, data, and analysis provided to it by its advisors and consultants or which is otherwise
publicly available for inclusion into this Prospectus. AG Finance, however, has not independently verified
any or all such publicly available information, data, or analysis. The Issue Manager and Sole Underwriter
assumes no liability for any information supplied herein by AG Finance. Accordingly, AG Finance accepts
responsibility.
The Issue Manager and Sole Underwriter warrants that it has, to the best of its ability, exercised the level
of due diligence required under existing Philippine conventions in connection with the Offer.
The prices of securities can and do fluctuate. Any individual security may experience upward or
downward movements, and may lose all or part of its value over time. The future performance of a
security may defy the trends of its past performance, and there may be a significant difference between
the buying price and the selling price of the security. As such, there is an inherent risk that losses may be
incurred, rather than profit made, as a result of buying and selling securities. Thus, an investment in the
Offer Shares described in this Prospectus involves a certain degree of risk.
Before making an investment decision, prospective investors should carefully consider the risks
associated with an investment in the Shares. These risks include:





risks
risks
risks
risks

related to AG Finance;
related to the Philippines;
associated with the Offer Shares; and
relating to certain statistical information on the Prospectus.

See the section entitled “Risk Factors” beginning on page 20 of this Prospectus, which, while not intended
to be an exhaustive enumeration of all risks, must be considered in connection with a purchase of the
Offer Shares.
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GLOSSARY OF TERMS
In this Prospectus, unless the context otherwise requires, the following terms shall have the meanings set
forth below.
AG Finance or the Company ................... AG Finance, Incorporated
AMLC ........................................................ Anti-Money Laundering Council
Asialink .................................................... AsiaLink Finance Corporation
Authority to Deduct ................................ In relation to Salary Loans, an agreement executed
between AG Finance, the borrower and the co-maker/s
prior to loan approval whereby the co-maker/s agrees to
shoulder the borrower’s unpaid balances in the event of
non-payment by the borrower
BDO .......................................................... BDO Unibank, Inc.
BIR ........................................................... Bureau of Internal Revenue
Board ....................................................... Board of Directors of the Company
BSP........................................................... Bangko Sentral ng Pilipinas
CAGR ........................................................ Compounded Annual Growth Rate
CCCS ........................................................ Central Clearing and Central Settlement
CFO........................................................... Commission on Filipinos Overseas
China Bank .............................................. China Banking Corporation
Client-companies .................................... Medium-sized commercial enterprises based in the
Philippines who are the employers of Salary Loan
borrowers
Common Shares or Shares ..................... Company’s share of common stock, each with a par value
of ₱1.00
CTC........................................................... Community Tax Certificate
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DOLE ........................................................ Department of Labor and Employment
DSI ........................................................... David’s Salon, Inc.
EMME ....................................................... EMME Security Group
ESMS ........................................................ Emirate Security and Maintenance Systems, Inc., a
member of EMME
FCDU ........................................................ Foreign Currency Denominated Unit
GDP .......................................................... Gross Domestic Product
Government............................................. The Government of the Republic of the Philippines
JobStreet ................................................. JobStreet.com
Listing Date ............................................. The date on which the listing and trading of the Offer
Shares on the PSE begin, expected to be on August 13,
2013
LSI............................................................ Local Small Investors
MENA ....................................................... Middle East and North African states
NGO.......................................................... Non-Government Organization
Offer Period ............................................. The Offer Period shall begin at 9:00AM on July 30, 2013
and end at 12:00PM, Manila time on August 5, 2013
Offer Price ............................................... ₱2.18 per Offer Share
Offer Shares ............................................ 68,074,000 Shares with par value of ₱1.00 per share to
be issued out of the authorized and unissued capital stock
of the Company
OFW ......................................................... Overseas Filipino Worker
OFW Loans............................................... Loans extended to professionals and skilled workers
bound for deployment overseas needing immediate funds
for visa processing, testing, travel and relocation as well
as other pre-employment expenses
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OWWA...................................................... Overseas Workers Welfare Association
PAS........................................................... Philippine Accounting Standards
PCD .......................................................... Philippine Central Depository
PCNC ........................................................ PCD Nominee Corporation
PDTC ........................................................ Philippine Depository and Trust Corporation
PFRS......................................................... Philippine Financial Reporting Standards
PHISIX ..................................................... Philippine Stock Exchange Composite Index

₱ ............................................................... Philippine Peso, the lawful currency of the Republic of the
Philippines

POEA ........................................................ Philippine Overseas Employment Administration
PSE ........................................................... The Philippine Stock Exchange, Inc.
PSE Trading Participants
or Selling Agents ..................................... Philippine Stock Exchange Trading Participants
Salary Loans ............................................ Loans extended to regularized employees of mediumsized commercial enterprises based in the Philippines
SCCP ........................................................ Securities Clearing Corporation of the Philippines
SEC ........................................................... Securities and Exchange Commission
SME .......................................................... Small-medium-enterprise
SRC .......................................................... Securities Regulation Code
USD .......................................................... United States of America Dollar
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EXECUTIVE SUMMARY
The following summary is qualified in its entirety by, the more detailed information presented in this
Prospectus, including AG Finance’s financial statements and related notes included elsewhere in this
Prospectus. Because it is a summary, it does not contain all the information that a prospective investor
should consider before investing. Prospective investors of the Offer Shares must read the entire
Prospectus carefully, including the section on “Risk Factors,” and the financial statements and the related
notes to those statements annexed to this Prospectus. Capitalized terms not defined in this summary are
defined in the “Glossary of Terms” or elsewhere in this Prospectus.

Overview of the Company
AG Finance, Incorporated (“AG Finance”) is one of the major players in the microfinance and consumer
loans industry serving the financial needs of Filipinos here and abroad. The Company was established on
December 14, 2001 primarily to provide worry-free short-term, unsecured credit facilities to permanent
rank and file employees of reputable medium-sized companies in the Philippines. In 2003, AG Finance
expanded its market coverage to include professionals and skilled workers in North America and the
Middle East.
Currently, the Company’s customer profile include: (i) professionals and skilled workers bound for
deployment overseas needing immediate funds to support their various needs in their country of
deployment, excluding legal and placement fees; and (ii) regularized employees of medium-sized
commercial enterprises based in the Philippines. The Company has grown significantly since it
commenced operations, expanding its microfinance and consumer loans to OFWs in over 20 countries
with concentration in Australia, Canada and Middle East. As of March 31, 2013, the Company had over
4,000 active borrowers.
Over the years, AG Finance has built its reputation in the market delivering its unique personalized
services with superior flexibility, productivity and efficiency. The Company aims to be one of the premier
financing institutions meeting the diverse needs of its OFW Loan and Salary Loan markets by offering the
best terms of credit, efficient service, and products that are suited to its clients’ needs.
The Company’s products are described as follows:


Salary Loans
This product is designed to give opportunity for local companies to provide an additional
medium for their employees to obtain quick salary and emergency loans. Salary and
Emergency Loans ranges from ₱10,000 to ₱50,000 payable over a term of 12 months via
salary deduction arrangement.



OFW Loans
This product is designed to provide short term loans to OFWs through a quick processing
loan application subject to compliance with certain eligibility requirements. OFW Loans
ranges from ₱50,000 and up payable over a term of 12 to 18 months via post dated checks.

For the three months ended March 31, 2013, AG Finance generated interest income amounting to ₱37.3
million and net income of ₱15.7 million, compared to interest income of ₱15.7 million and ₱7.2 million for
the same period in 2012.
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For the year ended December 31, 2012, AG Finance generated interest income amounting to ₱82.5
million and net income of ₱43.2 million, compared to interest income of ₱76.0 million and ₱37.8 million
and net income of ₱40.3 million and ₱15.2 million for 2011 and 2010 respectively, translating to a CAGR
of 29.7% and 41.7% for interest income and net income respectively.

Competitive Strengths
The Company believes that its principal competitive strengths enabling it to compete effectively in its
business are:
Continuous profitability anchored on aggressive growth strategy
In mid-2008, AG Finance’s management team initiated an aggressive growth strategy that involved a
renewed focus on OFW Loans as the Company’s primary target market. The strategy entailed increased
marketing efforts in the sector and improved efficiency in the loan application process. The strategy has
proved effective, as for the past three years AG Finance has achieved significant growth in its key growth
areas namely gross loans receivable, interest income, and net income. Gross loans receivables increased
by 65.2% in 2012, 15.3% in 2011, and 86.4% in 2010 representing CAGR of 23.98% for the three year
period. Concurrently, interest income also increased by 8.4% in 2012 101.16% in 2011, and 73.4% in
2010 representing a CAGR of 29.69%. In line with this aggressive growth, AG Finance was able to
maintain profitability, as net income increased year-on-year, by 7.3% in 2012, 165.01% in 2011, and
182.04% in 2010 representing a CAGR of 41.66% for the three year period. AG Finance’s management
team believes that further growth can be sustained by its continued focus on OFW Loan borrowers as its
primary target market.
Focus on providing loans to higher-income borrowers within the OFW market
The majority of AG Finance’s loan portfolio is comprised of OFW Loans. In 2012, OFW Loans accounted
for 91.7% of the value of the Company’s total loan portfolio for the year. Within the OFW market, AG
Finance focuses on servicing OFWs who are employed as professionals and skilled workers. This subset
includes engineers, nurses, teachers, and other skilled workers such as painters, fabricators, mechanics,
pipe fitters, welders, and ship builders. Given their specialized occupations, these individuals command
more secure employment terms and higher compensation packages allowing for greater amount of
disposable income. AG Finance will continue to target these individuals since they normally have higher
loan requirements and lower propensity for payment delinquency.
Effective credit evaluation and loan collection system
AG Finance implements a credit evaluation process that enables the Company to minimize lending to
borrowers who present a higher propensity for payment delinquency. For OFW Loans, the Company
requires applicants to submit (i) finalized employment contracts approved by POEA and authenticated by
the Philippine Overseas Labor Office; (ii) approved working visas issued by the country of destination; (iii)
Overseas Employment Certificate issued by POEA; and (iii) confirmed flight tickets. These documents are
verified with the applicants’ respective manpower agencies to confirm veracity of the employment
contracts. OFW Loan borrowers are required to submit post-dated checks covering the required loan
amortization payments for the entire term. Salary Loan borrowers should be regular employees duly
endorsed by their respective employers. The automatic salary deduction mechanism agreed with the
employers ensures timely remittance of loan amortization payments. In case the Salary Loan borrower
resigns before completing payment of the Salary Loan, collection of the remaining balance of the Salary
Loan is effected via (i) deduction from the terminal pay and benefits to be received by the Salary Loan
borrower; and (ii) direct payment by the employee or co-maker.
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These procedures allow AG Finance to assess applicants both fairly and effectively thereby limiting the
possibility of lending to individuals who will be unable to duly settle loans, whether by choice or due to
uncontrollable circumstances. Furthermore, all applicants are asked to identify and involve co-makers for
their loans, providing AG Finance with contingent options for repayment recourse.
Strong brand recognition from target market
The Company believes that it has built a reputation as a reliable provider of microfinance and personal
loans evidenced by the number of referrals and testimonials it received from past borrowers. AG
Finance’s competitive interest rates and consistent service quality differentiates the Company from other
financing institutions that provide similar loan products. Past participation in several events frequented by
potential borrowers such as the Philippine Star Job Fair, the MOVE Expo, and the Jobstreet.com
Employment Fair has increased the Company’s visibility in the market.
Holistic client-centric service experience
AG Finance places emphasis on providing borrowers with a holistic client-centric service experience. This
philosophy is manifested in several of the Company’s practices, which includes tailor-fitting services to
suit borrower requirements such as quick loan releasing, flexible payment schedules, and extended
payment grace periods. Moreover, AG Finance has made it a priority to orient its OFW Loan borrowers on
budgeting strategies, cultural acclimation and remittance methods. Apart from these activities, AG
Finance constantly communicates with its borrowers throughout the loan term regarding issues,
legislations and regulations affecting OFW welfare and providing applicable assistance. All these activities
are performed in order to aid its borrowers in settling loan obligations with AG Finance.
Experienced team of financial services professionals
The Company has a team of experienced professionals with an average of 18 years experience in the
financial services industry. These professionals include those who were instrumental in initiating the
aggressive growth the Company has achieved in recent years. The Company believes that this market
experience and knowledge that its key officers and executives posses in the financial service industry will
continue to benefit the Company.
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Business Strategies
The Company’s objective is to be one of the premier financing institutions catering specifically to shortterm financial needs of OFWs and employees of medium-sized enterprises. The Company intends to
achieve this objective through the following strategies:
Unique OFW Loan Product with superior flexibility, productivity, and efficiency
The Company primarily focuses on its OFW Loans portfolio given its significant historical growth. In order
to further grow this portion of the loan portfolio, management continuously seeks innovative loan
products to cater to the evolving needs of the OFW professionals and skilled workers. New developments
would include expanding lending operations to broader customer base and expanding to uncovered
countries with high demand for OFW professionals and skilled workers.
Expansion of Salary Loan portfolio
AG Finance plans to increase the number of Salary Loan borrowers by targeting new partnerships with
reputable companies and encouraging existing Client-companies to promote and offer the Salary Loan
products to its employees. Salary Loan borrowers have historically presented a low loan default rate of
6.0% making the segment stable and attractive for expansion.
Continued marketing efforts to sustain brand awareness
AG Finance aims to sustain its comprehensive marketing initiatives through the following activities:
publications, features, print ads, event sponsorships, and promotional events which aim to attract more
borrowers from clients of POEA licensed recruitment agencies. The Company actively participates in
activities sponsored by the Philippine Financing Association, the Bankers Association of the Philippines
and socially-directed activities as means to promote brand awareness.
Efficient alignment of capitalization and loan portfolio
The Company intends to continue implementing an efficient capital building strategy to further strengthen
its capital position by availing of short-term credit lines from several universal banks with maturities from
6 to 12 months for re-lending to its customers. The Company’s products are payable within 6 to 12
months enabling the Company to match its interest-earning assets and interest-bearing liabilities. AG
Finance’s capital strategy has proved effective evidenced by its timely repayment of its maturing
liabilities.

Risks of Investing
Before making an investment decision, prospective investors should carefully consider the risks
associated with an investment in the Offer Shares. The risks include:
Risks Relating to AG Finance





Economic and political uncertainties in OFWs host countries may affect the Company’s business;
The Company is subject to credit and default risks which may result to collection and operating
losses;
The Company may experience difficulty in implementing its growth strategy;
The financing industry is a highly competitive sector;
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Cancellations or restructuring of credit lines with universal banks may hinder the growth of the
Company’s loan portfolio and its ability to support operations;
Changes to regulations and guidelines issued by the SEC may have adverse impact on the
Company’s operations;
Non-cooperation of Client-companies of Salary Loan borrowers to settle loan payments;
The Company may not be able to continue its relationship with existing Client-companies thereby
reducing the number of Salary Loan borrowers;
AG Finance’s OFW Loan borrowers earn salaries in various currencies. A change in relevant
exchange rates may affect the ability of these borrowers to settle their obligations to AG Finance ;
and
Workforce issues may, in the future, disrupt the Company’s operations.

Risks Relating to the Philippines








AG Finance’s business activities and assets which are based in the Philippines are exposed to
risks associated with the country, including the performance of the Philippine economy;
Any political instability in the Philippines may adversely affect AG Finance’s business, results of
operations, or financial condition;
Acts of terrorism, clashes with separatist groups, and violent crimes could destabilize the country
and could have a material adverse effect on AG Finance’s business and financial condition;
Investors may face difficulties enforcing judgments against AG Finance;
A downgrade in the current investment grade credit ratings of the Philippines may adversely
affect AG Finance’s business;
Volatility in the value of the Peso against the U.S. Dollar and other currencies and foreign
exchange controls could adversely affect AG Finance’s business; and
Occurrence of natural catastrophes or blackouts.

Risks Relating to the Offer Shares








The Offer Shares may not be a suitable investment for all investors;
The market price of securities can and does fluctuate. The Shares have not been publicly traded
and the relative volatility and illiquidity of the Philippine securities market may substantially limit
investors’ ability to sell the Shares at a suitable price or at a time they desire;
Future sales of Shares in the public market could adversely affect the prevailing market price of
the Shares and shareholders may experience dilution in their holdings;
AG Finance may be unable to pay dividends on the Shares;
The listing of the Offer Shares on the PSE is not ascertained;
A lack of liquidity in the market may lead to a downward movement in the price of the Offer
Shares; and
The Company’s Shares are subject to Philippine foreign ownership limitations.

Risks Relating to Certain Statistical Information in this Prospectus
Please refer to the section entitled “Risks Factors” on page 20 of this Prospectus which, while not
intended to be an exhaustive enumeration of all risks, must be considered in connection with a purchase
of the Offer Shares.
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Corporate Information
The Company is a Philippine corporation with its registered office and principal executive offices located
at Unit 2205-A, East Tower, Philippine Stock Exchange Centre, Exchange Road, Ortigas Center, Pasig
City, 1605, Philippines. AG Finance’s telephone number is +63-(2) 635-2835 to 37 and its fax number is
+63-(02) 687-2319. Its corporate website is www.agfinance.ph. The information on AG Finance’s website
is not incorporated by reference into, and does not constitute part of, this Prospectus.
The Company’s Investor Relations Officer is Ms. Desiree I. Ong. Ms. Ong can be reached at +63-(2)
6352835 and email address desiree.ong@agfinance.ph.
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TERMS AND CONDITIONS OF THE OFFER
Issuer ..................................................
AG Finance, Incorporated, a corporation organized under Philippine
law.
Issue Manager and Sole
Underwriter ..........................................
BDO Capital & Investment Corporation
The Offer Shares...................................
AG Finance, through the Issue Manager and Sole Underwriter, is
offering 68,074,000 new Common Shares with a par value of ₱1.00
per share, from its authorized and unissued capital stock
Offer Price ............................................
₱2.18 per Offer Share
Offer Period ..........................................
The Offer Period shall begin at 9:00AM on July 30, 2013 and end at
12:00PM, Manila time on August 5, 2013. The Company and the
Issue Manager and Sole Underwriter reserve the right to lengthen or
cancel the Offer Period, if approved by the SEC and PSE.
All Applications must be received by the Receiving Agent by
12:00PM, Manila Time on August 5, 2013. Applications received later
than the prescribed deadline or with incomplete requirements will be
rejected. Applications shall be irrevocable upon submission to the
Issue Manager and Sole Underwriter, and shall be subject to the
terms and conditions of the Offer as described in this Prospectus
and in the Application. Only upon the actual listing of the Offer
Shares on the PSE and upon the obligation of the Issue Manager
and Sole Underwriter pursuant to the Underwriting Agreement
becoming unconditional and not being suspended, terminated or
cancelled on or before the Listing Date, the actual subscription
and/or purchase of the Offer Shares shall become effective.
Minimum Subscription ...........................
Each Application must be for a minimum of 5,000 Offer Shares and
in multiples of 1,000 Offer Shares. The Company may choose to
reject or adjust Applications for shares that do not conform to the
required multiple.
Lock-up ................................................
The PSE rules require an applicant company to cause its existing
shareholders owning at least 10% of the outstanding shares of the
Company not to sell, assign or in any manner dispose of their shares
for a period of 180 days after the listing of the shares. A total of
74,969,997 Shares held by Tony O. King, Charmainne O. King and
Sharone O. King, will be subject to the 180 days lock-up. See “Plan
of Distribution – Lock-up”.
In addition, if there is any issuance or transfer of shares such as
private placements, assets for shares swap or a similar transaction
or instruments which lead to issuance of shares such as convertible
bonds, warrants or a similar instrument done or fully paid for within
180 days prior to the start of the offer period, or prior to listing date
in case of companies listing by way of introduction and the
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transaction price is lower than the offer price in the initial public
offering, or listing price for a listing by way of introduction, all such
shares availed shall be subject to a lock-up period of at least 365
days from full payment of such shares. To implement this lock-up
requirement, the PSE requires the applicant company to lodge the
shares with the PDTC through a PCD participant for the electronic
lock-up of the shares entered into an escrow agreement with the
trust department or custodian unit of an independent and reputable
financial institution. A total of 118,750,002 Shares are subject to the
365 days lock-up, these Shares having been issued within 180 days
prior to the start of the Offer Period and the transaction price is
lower than that of the Offer Price in the IPO. See “Plan of
Distribution – Lock-up”.
In addition to the lock-up obligations required by the PSE, the
Company has agreed with the Issue Manager and Sole Underwriter
that, other than in connection with the issuance of stock dividends,
for a period of 180 days after the Listing Date, none of the
Company, nor any person acting on their behalf will, without the
prior written consent of the Issue Manager and Sole Underwriter,
issue, offer, sell, contract to sell, pledge or otherwise dispose of (or
publicly announce any such issuance, offer, sale or dispose of) any
Shares or securities convertible or exchangeable into or exercisable
for Shares or warrants or other rights to purchase Shares or any
security or financial product whose value is determined directly or
indirectly by reference to the price of the Shares, including equity
swaps, forward sales and options.
Eligible Investors andRestrictions Persons of legal age residing in the Philippines, or duly organized
on Ownership .......................................
and existing corporations, partnerships or other corporate entities
residing in and organized under Philippine law are permitted to
purchase the Offer Shares, regardless of nationality. It must be
noted however, that because AG Finance is a financing company,
Philippine laws limit foreign shareholdings in the Company to a
maximum of 60.0% of its issued and outstanding capital stock. Any
subsequent transfer of the Company’s Common Shares by Filipinos
to non-Filipinos will also be subject to the restrictions that any such
transfers will not cause foreign shareholdings in the Company to
exceed 60.0% of the Company’s issued and outstanding capital
stock.
If foreign ownership of the Company’s issued and outstanding
capital stock will exceed 60.0%, the Company has the right to reject
transfer requests to individuals other than Philippine nationals.
Moreover, any inadvertently issued and/or transferred share in
violation of the aforementioned rule shall be deemed null and void,
and the Company may immediately proceed to cancel the validity of
excess issued and/or transferred shares and demand surrender of
the respective certificate of stock covering said shares. If any
individual or entity acquires shares in excess of the said restriction,
the individual or entity shall not be considered a stockholder of the
Company and shall have no rights with respect to such excess
shares apart from demanding payment from the Company or
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transferor, as the case may be, or to dispose of the same to
qualified stockholders within 30 days of receipt of notice from the
Company.
For more information regarding eligible investors and restrictions on
the ownership of the Company’s Shares, refer to the “Risk Factors”
and “Description of Shares” sections.
Procedure for Application.......................
Application forms pertaining to the purchase of Offer Shares may be
obtained from the Issue Manager and Sole Underwriter or Selling
Agents. All Applications shall be evidenced by the application to
purchase form, duly executed in each case by one completed
signature card which, for corporate and institutional applicants, must
be authenticated by the corporate secretary, and the corresponding
payment for the Offer Shares covered by the Application and all
other required documents. The duly executed Application and other
required documents must be submitted during the Offer Period to
the office where it was obtained.
If the applicant is a corporation, partnership or other corporate
entity, the Application must be accompanied by the following
documents:
 A certified true copy of the applicant’s latest articles of
incorporation and by-laws and other constitutive documents
(each as amended to date) duly certified by its corporate
secretary;
 A certified true copy of the applicant’s SEC certificate of
registration duly certified by its corporate secretary;
 A duly notarized corporate secretary’s certificate setting
forth the resolution of the applicant’s Board of directors or
equivalent body authorizing the purchase of the Offer
Shares indicated in the Application, identifying the
designated signatories authorized for the purpose, including
his or her specimen signature, and certifying to the
percentage of the applicant’s capital or capital stock held by
Philippine citizens and/or corporations at least 40.0% of
whose issued and outstanding capital is owned by Philippine
citizens; and
 Foreign corporate and institutional applicants who qualify as
Eligible Investors, are required to submit four copies of a
representation and warranty stating that their purchase of
the Offer Shares to which their Application relates will not
violate the laws of their jurisdiction of incorporation or
organization, and that they are allowed, under such laws, to
acquire, purchase and hold the Offer Shares.
Payment Terms.....................................
The Offer Shares must be paid for in full upon submission of the
Application. Payment must be made by cashier’s/manager’s check,
corporate check or personalcheck drawn against a bank in Metro
Manila, Cebu or Davao to the order of “AG Finance, Incorporated IPO”. The check must be dated as of the date of submission of the
Application and crossed for deposit.
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Acceptance/Rejection
The actual number of Offer Shares that an Applicant will be allowed
ofApplications .......................................
to subscribe for in the Offer is subject to the confirmation of the
Issue Manager and Sole Underwriter. Applications shall be subject to
final approval by the Company. AG Finance reserves the right to
accept or reject, in whole or in part, any Application due to any
grounds specified in the Underwriting Agreement entered into by the
Company and the Issue Manager and Sole Underwriter. Applications
where checks are dishonored upon initial presentation and
Applications which do not comply with the terms of the Offer shall
be rejected. Moreover, any payment received pursuant to the
Application does not equate to approval or acceptance by the
Company of the Application. An Application, when accepted, shall
constitute an agreement between the applicant and the Company
for the subscription to the Offer Shares at the time, in the manner
and subject to terms and conditions set forth in the Application and
those described in this Prospectus. Notwithstanding the acceptance
of any Application by the Issue Manager and Sole Underwriter or its
duly authorized representatives, acting for or on behalf of the
Company, the actual subscription and purchase by the applicant of
the Offer Shares will become effective only upon listing of the Offer
Shares on the PSE and upon the obligations of the Issue Manager
and Sole Underwriter under the Underwriting Agreement becoming
unconditional and not being suspended, terminated, cancelled, on or
before the Listing Date, in accordance with the provisions of such
agreements. If these conditions have not been fulfilled on or before
the periods indicated above, all application payments will be
returned to the Applicants without interest and, in the meantime,
said application payments will be held in a separate bank account
with the Receiving Agent.
Refunds................................................
In the event that the amount of Offer Shares to be received by an
Applicant, as confirmed by the Issue Manager and Sole Underwriter,
is less than the amount covered by its Application, or if an
Application is rejected by the Company, then the Issue Manager
andSole Underwriter shall refund, without interest, within five
Banking Days from the end of the Offer Period, all or a portion of
the payment corresponding to the amount of Offer Shares wholly or
partially rejected. All refunds shall be made through the Issue
Manager and Sole Underwriter or Selling Agents with whom the
Applicant has filed the Application, at the Applicant’s risk.
Registration and Lodgment of
The Offer Shares must be lodged with PDTC. The Applicants shall
Shares with PDTC .................................
provide the required information in the Application to effect the
lodgment. The Offer Shares and the existing issued Shares will be
lodged with the PDTC at least two Trading Days prior to the Listing
Date.
The Applicant may request for the uplifting of their shares and to
receive stock certificates evidencing their investment in the Offer
Shares through his/her broker after the Listing Date. The Applicant
shall bear any expense to be incurred by such issuance of
certificates.
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Registration of Foreign
Investments .........................................
The BSP mandates that investments in shares of stock funded by
foreign currency inward remittances be registered with the BSP if
the foreign exchange needed to service capital repatriation or
dividend remittance will be sourced from the banking system. The
registration of all foreign investments in the Offer Shares with the
BSP will be the responsibility of the foreign investors. Refer to the
“Philippine Foreign Investment, Foreign Ownership and Exchange
Controls” section on page 138 of this Prospectus, for more
information.
Restriction on Issuance and
Disposal of Shares ................................
Existing shareholders owning an equivalent of at least 10% of the
issued and outstanding Common Shares of the Company after the
Offer are required not to sell, assign or otherwise dispose of their
Common Shares for a minimum period of 180 days after the Listing
Date, under the newlisting rules of the PSE applicable to companies
applying for listing on the PSE MainBoard. Refer to the “Plan of
Distribution – Lock-up” section on page 38 of this Prospectus for
more information.
The following stockholders of AG Finance are subject to the 180
days lock-up:
No. of Common
Shares Covered
by the Lock-up
Provision

Shareholder

36,000,000

Tony O. King
Charmainne O. King
Sharone O. King

Ownership
Percentage
to Total
Issued
Shares
Before the
Offer*
18.5%

19,500,000
19,469,997

Ownership
Percentage
to Total
Issued
Shares
After the
Offer**

10.0%
10.0%

13.75%
7.45%
7.44%

74,969,997

Total

In addition, any issuance of shares within 180 days prior to the start
of the Offer Period, where the transaction price is lower than the
Offer Price in the initial public offering, shall be subject to a lock-up
period of at least 365 days from full payment of such shares or
securities.

Shareholder
Tony O. King
Charmainne O.
King
Sharone O. King
Felisa D. King
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No. of Common
Shares Covered by the
Lock-up Provision

Ownership
Percentage to Total
Issued Shares

57,005,408

21.77%

30,877,930

11.79%

30,830,421

11.78%

8,747

0.00%

Marjorie Villanueva

8,747

0. 00%

Joselyn C. Tiu

8,747

0.00%

Daleson G. Uy

1

0.00%

Leila E. Jorge

10,000

0.00%

Peter O. Kho

1

0.00%

118,750,002

Total

The PSE, as a policy, will require the Company, as a condition to the
listing of the Common Shares, not to issue new shares in its capital
or grant any rights to or issue any securities convertible into or
exchangeable for, or otherwise carrying rights to acquire or
subscribe to, any shares in its capital or enter into any arrangement
or agreement whereby new shares or any such securities may be
issued for a period of 180 days after the Listing Date.
Listing and Trading ...............................
All of the issued Common Shares or to be issued including the Offer
Shares are expected to be listed on the PSE on August 13, 2013.
Trading is expected to begin on the same date.
Expected Timetable...............................
The expected timetable of the Offer is tentatively scheduled as
follows:
Pricing Date…………………..
Notice of Final Offer Price
to SEC and PSE……………

July 26, 2013
July 29, 2013

Start of the Offer Period……… July 30, 2013
Deadline for Trading…………..
Participants’ Submission of
Undertaking to Purchase

August 1, 2013

Deadline for LSI* and………….. August 5, 2013
General Public’s
Submission of Application
End of Offer Period…………..

August 5, 2013

Listing Date and Commencement of
Trading on the PSE…………..
August13, 2013
* LSI based in Cebu and Davao shall submit its application
not later than 12:00 noon of August 1, 2013.
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FINANCIAL INFORMATION
The following tables set forth summary financial information for AG Finance and should be read in
conjunction with the auditors’ reports and AG Finance’s financial statements, including the notes thereto
included elsewhere in this Prospectus, and the section entitled “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” The summary financial information presented below as of
and for the years ended December 31, 2010, 2011 and 2012 and for the three months ended March 31,
2013, werederived from AG Finance’s financial statements, prepared in accordance with PFRS and
audited by Punongbayan & Araullo, a member firm of Grant Thornton International Ltd., in accordance
with PSA. The information below is not necessarily indicative of the results of future operations.
STATEMENTS OF COMPREHENSIVE INCOME
Amounts in ₱
For the Three Months
Ended March 31
2013
2012
(unaudited)
Interest income
less: Interest expense
Net interest income

For the Years
Ended December 31
2012
2011

2010

37,297,687

15,657,569

82,453,952

76,033,193

37,797,983

872,690

428,299

3,898,942

5,548,369

1,979,340

36,424,997

15,229,270

78,555,010

70,484,824

35,818,643

less: Impairment loss
Net interest income after
impairment loss

9,973,690

1,329,628

5,318,512

3,426,509

2,662,384

26,451,307

13,899,642

73,236,498

67,058,315

33,156,259

Other operating income

5,258,079

2,992,878

16,542,601

12,904,907

6,605,085

Other operating expenses

9,299,224

6,589,121

28,083,417

22,380,171

18,050,512

22,410,162

10,303,399

61,695,682

57,583,051

21,710,832

6,723,025

3,091,002

18,508,636

17,318,722

6,517,498

15,687,137

7,212,397

43,187,046

40,264,329

15,193,334

Profit before tax
Tax expense
Net Profit
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STATEMENTS OF FINANCIAL POSITION
Amounts in ₱
As of March 31
2013
Assets

As of December 31
2012
2011

2010

Cash

39,826,463

90,428,846

5,933,575

10,101,968

Loans receivable- net

280,905,498

240,309,956

149,995,293

128,465,905

Property and equipment- net

14,090,852

14,213,086

15,457,460

11,065,100

Other assets- net

8,929,999

5,998,232

6,858,624

2,630,892

Total Assets
Liabilities and Equity

343,752,812

350,950,120

178,244,952

152,263,865

100,000,000

25,000,000

87,050,024

6,328,972

6,598,010

5,790,772

6,550,669

Income tax payable

9,731,680

7,347,087

6,786,203

3,259,524

Total Liabilities

91,060,652

113,945,097

37,576,975

96,860,217

Capital stock
Deposits for future stock
subscription

193,750,002

75,000,000

75,000,000

30,000,000

-

53,150,000

-

-

Stock dividends distributable

-

65,600,002

-

-

43,255,021

65,667,977

25,403,648

237,005,023

140,667,977

55,403,648

350,950,120

178,244,952

152,263,865

Loans payable
Accrued expenses and other
payables

Retained earnings
Total Equity
Total Liabilities and Equity

75,000,000

58,942,158
252,692,160
343,752,812
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STATEMENTS OF CASH FLOWS
Amounts in ₱
Cash Flows From Operating
Activities
Profit before tax
Adjustments for:
Interest income
Interest received
Interest expense
Interest paid
Depreciation
Impairment loss
Unrealized foreign exchange (gains)
losses
Operating profit before changes in
operating assets and liabilities
Increase in loans receivable
Decrease (increase) in other assets
Increase (decrease) in accrued
expenses and other payables
Cash generated from (used in)
operations
Cash paid for income taxes
Net Cash Received from (Used in)
Operating Activities

As of March 31
2013

2012

As of December 31
2011

2010

22,410,162

61,695,682

57,583,051

21,710,832

(37,297,687)

(82,453,952)

(76,033,193)

(37,797,983)

31,840,575
872,690

73,336,404
3,898,942

68,704,764
5,548,369

31,439,310
1,979,340

(887,968)

(3,834,359)

(5,515,730)

(1,998,090)

443,324
9,973,690

1,822,942
5,318,512

1,623,487
3,426,509

1,315,433
2,662,384

76,296

947,086

(137,249)

695,367

27,431,082
(45,112,120)

60,731,257
(86,515,627)

55,200,008
(17,627,468)

20,006,593
(56,387,739)

81,654

2,912,967

(3,263,594)

(899,848)

(253,760)

742,655

(792,536)

2,521,751

(17,853,144)

(22,128,748)

33,516,410

(34,759,243)

(7,351,853)

(20,000,327)

(14,756,181)

(4,259,108)

(25,204,997)

(42,129,075)

18,760,229

(39,018,351)
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STATEMENTS OF CASH FLOWS
Amounts in ₱

Cash Flows From Investing Activity
Acquisitions of property and equipment
Net Cash Received from (Used in)
Investing Activity

As of
March 31
2013

2012

(321,090)

(578,568)

(6,015,847)

(364,378)

(321,090)

(578,568)

(6,015,847)

(364,378)

100,000,000

15,000,000

50,000,000

(25,000,000)

(65,000,000)

-

-

-

(12,050,024)

(4,163,764)

-

53,150,000
-

45,000,000

-

(25,000,000)

128,150,000

(17,050,024)

45,836,236

(76,296)

(947,086)

137,249

(695,367)

(50,602,383)

84,495,271

(4,168,393)

5,758,140

90,428,846

5,933,575

10,101,968

4,343,790

39,826,463

90,428,846

5,933,575

10,101,968

As of December 31
2011

2010

Cash Flows From Financing Activities
Availment of bank loans
Payment of bank loans
Payment of advances from officers and
shareholders
Proceeds from deposits for future stock
subscription
Proceeds from issuance of capital stock
Net Cash Received from (Used in)
Financing Activities
Effects Of Exchange Rate Changes In
Cash
Net Increase (Decrease) In Cash
Cash at Beginning Of Year
Cash at End Of Year

50,000,000
(75,000,000)
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RISK FACTORS
An investment in the Offer Shares involves a number of risks. The price of securities can and does
fluctuate, and any individual security is likely to experience upward or downward movements and may
even become valueless. There is an inherent risk that losses may be incurred rather than profit made as
a result of buying and selling securities. Past performance is not a guide to future performance and there
may be a large difference between the buying price and the selling price of the Offer Shares. Investors
should carefully consider all the information contained in this Prospectus, including the risk factors
described below, before deciding to invest in the Offer Shares. The occurrence of any of the following
events, or other events not currently anticipated, could have a material adverse effect on AG Finance’s
business, financial condition and results of operations and cause the market price of the Offer Shares to
decline. All or part of an investment in the Offer Shares could be lost.
The risk factors are generally ordered from most important to less important. The means by which AG
Finance intends to address the risk factors discussed herein are principally presented under the captions
“Business Strategies” beginning on7, “Management’s Discussion and Analysis of Financial Condition”
beginning on 50, “The Industry” beginning on page 81, and “Board and Senior Management – Corporate
Governance” beginning on page 109 of this Prospectus. This risk factor discussion does not purport to
disclose all of the risks and other significant aspects of investing in the Offer Shares. Prospective
investors should undertake independent research and study the trading of securities before commencing
any trading activity. Prospective investors should seek professional advice regarding any aspect of the
securities such as the nature of risks involved in the trading of securities, and specifically those of highrisk securities. Prospective investors may request publicly available information on the Shares and AG
Finance from the SEC.

Risks Relating to AG Finance
Economic and political uncertainties in OFWs host countries may affect the Company’s
business
The Company earns majority of its revenues from loans provided to embarking OFWs. Deployments are
triggered primarily by job orders from foreign countries that have significant manpower requirements.
Once respective manpower agencies match specific job orders to Filipino applicants, the placement
process is initiated. These manpower requirements are highly dependent on the economic condition of
the foreign country in need of foreign workers.
A decline in economic activity can lead to a rise in a country’s unemployment levels. Consequently,
foreign governments prioritize employment to its local nationals which may decrease foreign job orders.
Moreover, deployment of OFWs may be affected by turbulent political environment of OFWs’ host
countries. The Philippine Government has at times imposed deployment bans for certain countries due to
political unrest and strained diplomatic relations. As such, a decline in the Company’s OFWs customer
base may adversely affect AG Finance’s business.
The Company mitigates this risk by ensuring that its OFW loan portfolio is diversified, covering
professionals and skilled workers employed in a broad range of countries and industries.
The Company is subject to credit and default risks which may result to collection and
operating losses
AG Finance cannot fully ensure that its borrowers will settle their loans. Since loans are typically
unsecured the Company would not have any tangible asset to foreclose in the event of non-payment by
borrowers.
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The Company provides for impairment loss on its receivables after the lapse of 12 months from nonpayment of borrowers. Provisions for impairment loss may have an adverse effect on the Company’s
business operations.
In order to minimize the risk of lending to borrowers with a higher propensity for payment delinquency,
AG Finance implements a stringent loan application process and approval policy. Moreover, in lieu of
tangible collateral, the Company requires all loan applicants to identify co-makers for their loan. These
co-makers are equally liable in the settlement of amortization payments and may be forced to pay for
outstanding balances. AG Finance also employs a dedicated loan collections team that performs follow-up
activities for past-due accounts.
The Company outsources the collections of impaired receivables to DebtKollect, Inc., an independent
collection agency. Under this arrangement, DebtKollect, Inc. sends collection letters to defaulted
borrowers demanding immediate payment of outstanding loans. Any amounts collected by DebtKollect,
Inc. entitles them to a collection fee of 15% based on collected amounts. There is no assurance that
defaulted borrowers will settle with DebtKollect, Inc. in spite of threat of legal actions.
The Company may experience difficulty in implementing its growth strategy
The Company’s growth is dependent on its strategy to expand its OFW Loans portfolio. Successful
implementation of this strategy depends upon, among other things:






Favorable economic conditions and regulatory environment of OFW country destinations;
Competitiveness of OFWs vis-à-vis local workers from OFW country destinations;
Competition from other financing companies providing loans to OFWs;
OFWs’ income meeting certain threshold amount; and
Availability of sufficient working capital to support expansion of OFW Loans.

Failure by the Company to successfully implement its growth strategy due to any of the abovementioned
reasons may have a material adverse effect on its operations. For more information on the Company’s
effort to address this risk, see discussions on Competitive Strengths on page 89 and Business Strategies
on page90.
The financing industry is a highly competitive sector
There is a significant number of financing companies that provide personal loans. Apart from financing
companies, certain banks also offer personal loans, albeit with stricter approval criteria. AG Finance bears
the risk of losing clients to both direct and indirect competitors, given that its product offering is highlysubstitutable.
To address this risk, AG Finance ensures that borrowers are provided with a positive service experience
by offering (i) non-collateralized loans; (ii) competitive interest rates; and (iii) quick loan processing. The
Company also provides borrowers with additional services such as training seminars, orientations, and
constant counseling throughout the term of the loans.
Cancellations or restructuring of credit lines with universal banks may hinder the growth of
the Company’s loan portfolio and its ability to support operations
AG Finance maintains credit lines with various universal banks, such as BDO Unibank, Inc. and China
Banking Corporation. The Company draws on these credit lines to partially support operations as well as
fund loan portfolio expansion initiatives. These drawings are interest-bearing, but do not require the
amortization of the principal amount, giving the Company sufficient financial flexibility. In the event that
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these credit lines are terminated or payment terms are restructured significantly, AG Finance may have
difficulty maintaining the high growth and profitability it has experienced in recent years.
To manage this risk, the Company insures to diligently adhere to the banks’ payment schedules and
closely monitor its compliance with the terms and conditions of its available credit lines, as means to
maintain its longstanding relationships with its credit providers. As of the date of this Prospectus, the
Company has more than eight years of fruitful relationship with its banks.
Changes to regulations and guidelines issued by the SEC may have adverse impact on the
Company’s operations
As a financing company, AG Finance is principally regulated and governed by the SEC. Regulatory
reforms implemented by the agency may have an adverse effect on the Company’s business.
The Company aims to mitigate any regulatory risk by insuring that it complies with the rules, regulations
and orders issued by the SEC.
Non-cooperation of Client-companies of Salary Loan borrowers to settle loan payments
In the collection process for AG Finance’s Salary Loans, Client-companies are actively involved. Monthly
amortization payments for Salary Loans are billed directly to the Client-companies. Upon receipt of the
billing statements, Client-companies are expected to cover the amortization payments by imposing
periodic salary deductions from employees who have availed of Salary Loans with AG Finance. Finally,
Client-companies remit the deducted amounts from borrowers to the Company.
Throughout the process, AG Finance is dependent on the full cooperation of Client-companies in order to
both collect and receive loan payments from Salary Loan borrowers. Client-companies failure to comply
with the collection process will result to losses to the Company related to such accounts. Furthermore,
the likelihood of AG Finance collecting loan payments for Salary Loans in full is also dependent on the
financial condition of Client-companies. In times of difficulty, these organizations may be unable to settle
employee wages and will not be able to remit payments to the Company.
The Company endeavors to maintain good rapport with the Client-companies to ensure continued
cooperation in remitting Salary Loan borrowers’ payments. Moreover, AG Finance ascertains the credit
worthiness of Client-companies by conducting regular reviews and if necessary, setting aside adequate
loan-loss provisioning for delinquent Salary Loan borrowers’ accounts.

The Company may not be able to continue its relationship with existing Clientcompanies thereby reducing the number of Salary Loan borrowers.
The majority of AG Finance’s Salary Loan borrowers are employed by two Client-companies namely ESMS
and DSI AG Finance cannot ascertain that these two Client-companies will continue to avail of the
Company’s salary loan facilities. In the event that these two entities choose to cancel their contracts with
the Company, AG Finance may have difficulty finding other clients that can generate the same volume of
potential Salary Loan borrowers.
In order to address this risk AG Finance continuously seeks new Client-companies whose employees
would be interested to avail of its salary loan product.
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AG Finance’s OFW Loan borrowers earn salaries in various currencies. A change in relevant
exchange rates may affect the ability of these borrowers to settle their obligations to AG
Finance
The greater majority of OFWs earn salaries in foreign denominations. However, AG Finance requires
borrowers to settle loan amounts in Philippine pesos, leaving the Company exposed to foreign exchange
risk. An unfavorable swing in relevant exchange rates may affect a borrower’s ability to settle loan
amounts.
AG Finance provides counseling to their borrowers to properly plan their expenditures to ensure that an
amount has been allocated to pay for amortizations that will fall due, including providing a buffer for any
foreign exchange deviations.
AG Finance’s Workforce issues may, in the future, disrupt the Company’s operations.
The Company may in the future encounter workforce issues such as strikes and other labor related
concerns that may affect the Company’s operations. The Company maintains good relations with its
employees and there have been no labor stoppage since commencement of operations. There is no
existing collective bargaining agreement between the Company and any of its employees, and the
Company’s employees are not part of any labor union. Since its inception, the Company has not
experienced any employee strikes or any threat of strike.
The Company does not foresee any possibility of business failure due to these workforce issues. If there
will be any, the Company sees these as normal circumstances and can be resolved immediately, thus,
these will not affect the Company’s capacity to operate over a long period of time.

Risk Relating to the Philippines
AG Finance’s business activities and assets which are based in the Philippines are exposed to
risks associated with the country, including the performance of the Philippine economy
The Company’s result of operations depends on the performance of the Philippine economy. Deterioration
in the economic condition of the Philippines may unfavorably affect the Company’s financial condition and
results of operations. Moreover, there is no assurance that current or future governments will adopt
economic policies that will be conducive to sustaining economic growth. Factors that may adversely affect
the Philippine economy include:











decrease in business, industrial, manufacturing or financial activities in the Philippines, the
Southeast Asian region or globally;
scarcity of credit or other financing, resulting in lower demand for products and services
provided by companies in the Philippines, the Southeast Asian region or globally;
exchange rate fluctuations;
inflation or increase in interest rates;
levels of employment, consumer confidence and income;
changes in the Government’s fiscal policies;
a re-emergence of SARS, avian influenza (commonly known as bird flu), or H1N1, or the
emergence of another similar disease in the Philippines or in other countries in Southeast Asia;
natural disasters, including but not limited to tsunamis, typhoons, earthquakes, fires, floods and
similar events;
political instability, terrorism or military conflict in the Philippines, other countries in the region or
globally; and
other regulatory, social, political or economic developments in or affecting the Philippines.
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There can be no assurance that the Philippines will achieve strong economic fundamentals in the future.
Changes in the conditions of the Philippine economy could materially and adversely affect AG Finance’s
business, financial condition or results of operations.
Any political instability in the Philippines may adversely affect AG Finance’s business, results
of operations, or financial condition
The Philippines has from time to time experienced political and military instability. Under the previous
administration, allegations of corruption and other misconduct brought about a series of public protests
and failed military uprisings. The May 2010 elections brought in the administration of President Benigno
S. Aquino III. Despite high popularity ratings, strong congressional and military support and a persistent
anti-corruption campaign, there is no assurance that political stability in the country will be maintained.
Leadership change and shifting political alliances could alter national and local political dynamics and
result in changes of policies and priorities. In addition, organized armed threats from communist
insurgents and Muslim separatists persist in certain parts of the country. Any of these political risks could
materially and adversely affect AG Finance’s business, financial condition or results of operations.
Acts of terrorism, clashes with separatist groups, and violent crimes could destabilize the
country and could have a material adverse effect on AG Finance’s business and financial
condition
The Philippines has been subject to a number of terrorist attacks since 2000. In recent years, the
Philippine army has also been in conflict with the Abu Sayyaf organization, which has ties to the al-Qaeda
terrorist network, and has been identified as being responsible for certain kidnapping incidents and other
terrorist activities particularly in the southern part of the Philippines. Moreover, isolated bombings have
taken place in the Philippines in recent years, mainly in cities in that part of the country. On January 25,
2011, a bomb was detonated on a bus in the northern city of Makati, Metro Manila, killing five persons.
Although no one has claimed responsibility for these attacks, it is believed that the attacks are the work
of various separatist groups, possibly including the Abu Sayyaf organization. An increase in the
frequency, severity or geographic reach of these terrorist acts could destabilize the Philippines, and
adversely affect the country’s economy. The Government of the Philippines and the Armed Forces of the
Philippines (“AFP”) have clashed with members of several separatist groups seeking greater autonomy,
including the Moro Islamic Liberation Front (“MILF”) and the New People’s Army. On October 19, 2011,
19 AFP troops were killed in a firefight with MILF members in the southern Philippines. On December 16,
2011, five AFP soldiers were killed in a clash with New People’s Army members. These continued
conflictsbetween the Government and separatist groups could lead to further injuries or deaths by
civilians and members of the military, which could destabilize parts of the country and adversely affect
the country’s economy.
There have also been a number of violent crimes in the Philippines, including the August 2010 incident
involving the hijacking of a tour bus carrying 25 Hong Kong tourists in Manila, which resulted in the
deaths of eight tourists. High profile violent crimes have, in the past, had a material adverse effect on
investment and confidence in, and the performance of, the Philippine economy.
Investors may face difficulties enforcing judgments against AG Finance
It may be difficult for investors to enforce judgments against AG Finance obtained outside of the
Philippines. In addition, all of the directors and officers of AG Finance are residents of the Philippines, and
all or a substantial portion of the assets of such persons are located in the Philippines. As a result, it may
be difficult for investors to effect service of process upon such persons, or to enforce against them
judgments obtained in courts or arbitral tribunals outside the Philippines predicated upon the laws of
jurisdictions other than the Philippines.
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The Philippines is party to the United Nations Convention on the Enforcement and Recognition of Arbitral
Awards, though it is not party to any international treaty relating to the recognition or enforcement of
foreign judgments. Nevertheless, the Philippine Rules of Civil Procedure provide that a judgment or final
order of a foreign court is, through the institution of an independent action, enforceable in the Philippines
as a general matter, unless there is evidence that: (i) the foreign court rendering judgment did not have
jurisdiction; (ii) the judgment is contrary to the laws, public policy, customs or public order of the
Philippines; (iii) the party against whom enforcement is sought did not receive notice; or (iv) the
rendering of the judgment entailed collusion, fraud, or a clear mistake of law or fact.
A downgrade in the current investment grade credit ratings of the Philippines may adversely
affect AG Finance’s business
On March 27, 2013, Fitch Ratings promoted the Philippines to investment grade after it upgraded the
country’s Long-Term Foreign-Currency Issuer Default Rating (“IDR”) to 'BBB-' from 'BB+'. The Long-Term
Local-Currency IDR has been upgraded to 'BBB' from 'BBB-'. The Outlooks on both ratings are Stable.
Fitch has also upgraded the Philippines’ country ceiling to 'BBB' from 'BBB-' and the Short-Term ForeignCurrency IDR to 'F3' from 'B'. The upgrade of Philippines' sovereign ratings reflects: (i) the Philippines'
sovereign external balance sheet is considered strong relative to 'A' range peers; (ii) a persistent current
account surplus, underpinned by remittance inflows, has led to the emergence of a net external creditor
position worth 12% of GDP by end of 2012; and (iii) remittance inflows were worth 8% of GDP in 2012
and proved resilient even through the shock of the global financial crisis.
The ratings and outlooks are sensitive to a number of assumptions. Fitch assumes the Aquino
administration will persist with its fiscal, governance and social reform agenda. Fitch estimates trend GDP
growth for the Philippines in a range of 5%-5.5%. The Fitch investment grade rating to the Philippines
incorporates an assumption that the Philippines is not hit by a severe economic or financial shock
sufficient to cause a significant contraction in GDP and trigger stress in the financial system. Fitch
assumes that there is no materialization of severe risks to global financial stability that could impact
emerging market economies, such as a breakup of the Euro Zone or a severe economic crisis in China.
In addition, on May 2, 2013 Standard and Poor’s (S&P) raised the country’s credit rating by a notch from
BB+ to BBB-. The upgrade reflects a strengthening external profile, moderating inflation, and the
government’s declining reliance on foreign currency debt.
No assurance can be given that Fitch or S&P will maintain its investment grade credit ratings for the
Philippines in the future. Any downgrades from its current investment grade rating could have an adverse
impact on the liquidity in the Philippine financial markets, the ability of the Government and Philippine
companies, including AG Finance, to raise additional financing and the interest rates and other
commercial terms at which such additional financing is available.
Volatility in the value of the Peso against the U.S. Dollar and other currencies and foreign
exchange controls could adversely affect AG Finance’s business
The Philippine Peso has recently appreciated in value as compared to the U.S. Dollar, along with other
Asian currencies. As of date of this Prospectus, the Peso has depreciated by 5.28% to P43.171 per
U.S.$1.00 from P41.005 per U.S.$1.00 at the end of 2012.
Because the Peso has been appreciating in the recent past, the BSP may intervene in the foreign
exchange market to curb the negative effects of a strong currency. Reduced risk appetite for emerging
market assets could also result in a decline in value of the Peso as investors move their portfolios out of
emerging markets. Intervention in the currency markets as well as changes in demand for the Peso could
result in volatility in the value of the Peso against the U.S. Dollar and other currencies.
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In addition, the Philippines currently has liberal foreign exchange controls. With the approval of the
President of the Philippines, the BSP has constitutional authority to execute the following during a foreign
exchange crisis or in times of national emergency:




temporarily suspend or prohibit sales of foreign exchange;
require licensing of foreign exchange transactions;
require delivery to the BSP or its designee banks foreign exchange for the issuance and
guarantee of foreign currency-denominated borrowings.

Occurrence of natural catastrophes or blackouts
In recent years, a number of major natural catastrophes such as typhoons, floods, earthquakes, and
volcanic eruptions have affected the Philippines. The Company’s operations and consequently its ability to
deliver services at par with its standards of quality may be negatively affected by these unforeseen
events. Despite having insurance coverage the Company cannot provide assurance that the insurance
coverage it maintains will sufficiently compensate for all damages and economic losses resulting from
these natural catastrophes or blackouts, including potential impairments on business operations.

Risks Relating to the Offer Shares
The Offer Shares may not be a suitable investment for all investors
Each prospective investor in the Offer Shares must determine the suitability of that investment in light of
its own circumstances. In particular, each prospective investor should:
a) have sufficient knowledge and experience to make a meaningful evaluation of AG Finance
and its businesses, the merits and risks of investing in the Offer Shares and the information
contained in this Prospectus;
b) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of
its particular financial situation, an investment in the Offer Shares and the impact the Offer
Shares will have on its overall investment portfolio;
c) have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Offer Shares, including where the currency for purchasing and receiving dividends on the
Offer Shares is different from the potential investor’s currency;
d) understand and be familiar with the behavior of any relevant financial markets; and
e) be able to evaluate (either alone or with the help of a financial advisor) possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability to
bear the applicable risks.
The market price of securities can and does fluctuate. The Shares have not been publicly
traded and the relative volatility and illiquidity of the Philippine securities market may
substantially limit investors’ ability to sell the Shares at a suitable price or at a time they
desire
The market price of securities can and does fluctuate, and it is impossible to predict whether the price of
the Shares will rise or fall. An individual security may experience upward or downward movements, and
may even lose all its value. There is an inherent risk that losses may be incurred rather than profit made
as a result of buying and selling securities. There may be a substantial difference between the buying
price and the selling price of such securities. Trading prices of the Shares will be influenced by, among
other things, AG Finance’s financial position, results of operations, and political, economic and other
factors.
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Prior to the Offer, there has been no public market for the Shares in the Philippines. The Philippine
securities markets are substantially smaller, less liquid, and more volatile than major securities markets in
the United States and other jurisdictions, and are not as highly regulated or supervised as some of these
other markets. The Offer Price was determined by AG Finance in consultation with the Issue Manager and
Sole Underwriter and could differ significantly from the price at which the Offer Shares will trade
subsequent to completion of the Offer.
There can be no assurance that even after the Offer Shares have been approved for listing on the PSE,
an active trading market for the Shares will develop or be sustained after the Offer, or that the Offer
Price will correspond to the price at which the Shares will trade in the Philippine public market
subsequent to the Offer. There is no assurance that investors will be able to sell Shares at prices or at
times deemed appropriate.
Future sales of Shares in the public market could adversely affect the prevailing market price
of the Shares and shareholders may experience dilution in their holdings.
In order to finance the expansion of AG Finance’s business and operations, the Board will consider the
funding options available to them at the time, which may include the issuance of new Shares. If
additional funds are raised through the issuance of new equity or equity-linked securities by AG Finance
other than on a pro-rata basis to existing shareholders, the percentage ownership of the shareholders
may be reduced, shareholders may experience subsequent dilution and/or such securities may have
rights, preferences and privileges senior to those of the Offer Shares.
Further, the market price of the Shares could decline as a result of future sales of substantial amounts of
the Shares in the public market or the issuance of new Shares, or the perception that such sales,
transfers or issuances may occur. This could also materially and adversely affect the prevailing market
price of the Shares or AG Finance’s ability to raise capital in the future at a time and at a price it deems
appropriate.
AG Finance may be unable to pay dividends on the Shares.
There is no assurance that AG Finance can or will declare dividends on the Shares in the future. Future
dividends, if any, will be at the discretion of the Board and will depend upon AG Finance’s future results
of operations and general financial condition, capital requirements, foreign exchange rates, legal,
regulatory and contractual restrictions, loan obligations, and other factors the Board may deem relevant.
The listing of the Offer Shares on the PSE is not ascertained
Subscribers to the Offer are required to settle their subscriptions upon submission of their Applications
during the Offer Period. The approval to list the Company’s Offer Shares has been approved by the PSE
on July 24, 2013 although the Listing Date is scheduled after the Offer Period. There is no assurance that
the listing will move forward on the anticipated Listing Date, or otherwise. There have been instances of
postponement in the admission and commencement of trading of shares on the PSE. In the event that
the PSE elects not to proceed with the admission of the Offer Shares onto the PSE, shareholders might
find it difficult to trade the Offer Shares. Shareholders may consider selling their shares by way of
negotiated sales and special arrangements, although such circumstances might significantly affect the
value of the Offer Shares.
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A lack of liquidity in the market may lead to a downward movement in the price of the Offer
Shares
There is no assurance that an active market for the Shares will be created before or after the offer.
Historical data would imply that trading volumes of shares in the PSE have been significantly lower and
unpredictable compared to securities market of more developed countries.
The determination of the Offer Price takes into consideration several factors including, but not limited to,
the Company’s prospects, current market prices for shares of comparable companies, and the existing
state of the market. At any point after the Offer, the Offer Price might be significantly different from the
price at which the Shares will trade on the market.
The Company’s Shares are subject to Philippine foreign ownership limitations
The Company is engaged in the financing and leasing industry, subjecting it to Philippine law which
requires Filipino citizens to own at least 40% of the Company’s voting stock, and have a minimum paidup capital of ₱10 million in the event that the financing company is located in Metro Manila or other first
class cities, ₱5 million in other classes of cities, and ₱2.5 million if located in municipalities. A Foreign
national may be allowed to become a shareholder in any financing company provided the country in
which he is a national grants the same reciprocal rights to Philippine nationals.

Risks Relating to Certain Statistical Information in this Prospectus
Certain statistical information and forecasts in this Prospectus relating to the Philippine financing industry
and other data used in this Prospectus were obtained or derived from third parties, internal surveys,
market research, governmental data, publicly available information and/or industry publications. Industry
publications generally state that the information they contain has been obtained from sources believed to
be reliable. However, there is no assurance that such information is accurate or complete. Similarly, third
party information, internal surveys, industry forecasts and market research have not been independently
verified by AG Finance or the Issue Manager and Sole Underwriter and may not be accurate, complete,
up-to-date, balanced or consistent with other information compiled within or outside the Philippines.
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USE OF PROCEEDS
The Company estimates that its net proceeds from the Offer based on an offer price of ₱2.18 will be
₱136.1 million after deducting the applicable fees and expenses as shown in Table 1.
Gross Proceeds from the Offer
Less: Fees and Expenses
Underwriting and Selling Agent Fees
Taxes
SEC Registration, Filing, and Research Fees
PSE Listing and Processing Fees
Estimated Professional Fees (legal and accounting fees)
Miscellaneous Expenses
Net Proceeds

148,401,320
4,787,139
3,308,396
348,072.84
616,000
2,039,750
1,190,000
136,111,961

Table 1 Net Proceeds Computation

The net proceeds that will be received from the Offer will be used to finance the Company’s expansion of
its professional and skilled OFW loan portfolio program and repayment of outstanding loans with China
Bank amounting to a principal amount of ₱36 million. The China Bank loan carries an interest rate of
6.0% per annum maturing on July 2013 and was used by the Company to finance working capital
requirements. The interest portion of the China Bank loan will be paid through company generated funds.
This loan is secured by a Joint and Several Suretyship by Mr. Tony O. King and Ms. Sharone O. King. The
Company will use the net proceeds from the Offer within fiscal-year 2013 as shown Table 2:
Use of Proceeds

OFW Loan portfolio expansion……………………………………………….
Professionals
Skilled Workers
Repayment of Outstanding Loans with China Bank …………………..
Total………………………………………………………………………………

Estimated
Amounts
(in ₱
millions)
47
53
361
136

Schedule of
Disbursement

2013-2014

4th Quarter 2013

Table 2 Use of Proceeds Schedule of Disbursement
1

Represents principal balance only.

The proposed use of proceeds described above represents the best estimates of the use of the net
proceeds of the Offer based on the Company’s current plans. The actual amount and timing of
disbursements of the net proceeds from the Offer will depend on various factors which include, among
others, macroeconomic factors, OFW job market environment, and political stability of the OFW
destination countries. To the extent that the net proceeds from the Offer are not immediately used to the
above purposes, the Company will invest the net proceeds in short-term bank deposits and/or money
market placements.
No portion of the proceeds will be used to reimburse any officer, director, employee or shareholder for
service rendered, assets previously transferred, money loaned or advanced or otherwise. The Issue
Manager and Sole Underwriter shall not receive any amount from the proceeds other than the
underwriting and selling fees.
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In the event of any deviation or adjustment in the planned use of proceeds, AG Finance shall inform the
SEC and the PSE in writing at least 30 days before such deviation or adjustment is implemented. Any
material or substantial adjustments to the use of proceeds, as indicated above, should be approved by
AG Finance’s Board of Directors and disclosed to the PSE. In addition, AG Finance shall submit via the
PSE’s Online Disclosure System the following disclosure to ensure transparency in the use of proceeds:
(i) Any disbursements made in connection with the planned use of proceeds from the Offer;
(ii) Quarterly Progress Report on the application of the proceeds from the Offer on or before the first
15 days of the following quarter;
(iii) Annual summary of the application of the proceeds on or before January 31 of the following
year; and
(iv) Approval by AG Finance’s Board of Directors of any reallocation on the planned use of proceeds.
AG Finance shall submit an external auditor’s certification on the accuracy of the information reported by
AG Finance to the PSE in AG Finance’s quarterly and annual reports as required in items (ii) and (iii)
above.
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DIVIDEND POLICY
In accordance with the Corporation Code of the Philippines, the Company, through its Board, has the
authority to declare cash, property, and stock dividends or a combination thereof. For cash and property
dividend declarations, only the approval of the Board is required. For stock dividend declarations, an
approval of the Board as well as shareholders representing at least two-thirds (2/3) of the Company’s
outstanding capital stock is required. Holders of outstanding shares on a dividend record date for such
shares have the right to the full dividend declared without regard to any subsequent transfer of shares.
In adherence with the Corporation Code, the Company is only allowed to declare dividends out of its
unrestricted retained earnings.
Dividends may be declared only from AG Finance’s unrestricted retained earnings. Holders of common
shares are entitled to receive annual cash dividends of at least 15% of the prior year's recurring net
income based on the recommendation of the Board of Directors and provided that the Company has
sufficient unrestricted retained earnings. Such recommendation will take into consideration factors such
as current and prospective debt service requirements and loan covenants, the implementation of business
plans, operating expenses, budgets, funding for new investments and acquisitions, appropriate reserves
and working capital, among others.

Record Date
In concurrence with the current rules of the SEC, declared cash dividends must have a record date for
approval between 10 to 30 days from the date the cash dividend was declared.
The record date for stock dividends must be between 10 to 30 days from the date of shareholder
approval, provided however that the set record date is not to be less than 10 trading days from receipt of
the notice of declaration of stock dividend by the PSE. In the event that no record date is set, in
conformity with the rules of the SEC, the record date will be deemed fixed at 15 days from the date of
the stock dividend declaration. For instance, the record date of a stock dividend declared in relation to an
increase in authorized capital stock, shall be fixed by the SEC.

Stock Dividend Issuance
On June 29, 2012, the Company’s Board and shareholders representing two-thirds of the Company’s
outstanding capital stock approved the declaration of stock dividends for all shareholders. The stock
dividend amounted to ₱65.6 million which approximated 100.0% of retained earnings as of December 31,
2011. All shareholders received an amount of shares pro-rated to their ownership in the Company as of
the date of the stock declaration. Table 3 below sets forth the respective stock dividends issued to the
Company’s shareholders:
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Shareholders

Before Stock Dividend
No. of
Shares
%

After Stock Dividend

Stock
Dividends

No. of Shares

%

Tony O. King

36,000,000

48.00%

31,488,000

67,488,000

48.00%

Charmainne O. King

19,500,000

26.00%

17,056,000

36,556,000

26.00%

Sharone O. King

19,469,997

25.96%

17,029,758

36,499,755

25.96%

Felisa D. King

10,000

0.01%

8,747

18,747

0.01%

Joselyn C. Tiu

10,000

0.01%

8,747

18,747

0.01%

Marjorie Villanueva

10,000

0.01%

8,747

18,747

0.01%

Leila E. Jorge

1

0.00%

1

2

0.00%

Daleson G. Uy

1

0.00%

1

2

0.00%

Peter O. Kho

1

0.00%

1

2

0.00%

75,000,000

100.00%

140,600,002

100.00%

Total

65,600,002

Table 3: Shareholdings Before and After Stock Dividends (excluding cash subscription to capital
increase)
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DETERMINATION OF THE OFFER PRICE
The Offer Price was determined through a book-building process and discussions between the Company
and the Issue Manager and Sole Underwriter. Given that the Common Shares have not been listed on any
stock exchange, no market price for the Common Shares has been derived from day-to-day trading.
The factors that were considered in determining the Offer Price are, among others, the level of demand
from institutional investors, overall market conditions at the time of the launch and the market price of
listed comparable companies. The Offer Price may not have any correlation to the actual book value of
the Offer Shares.
The Offer Price per Offer Share was set at ₱2.18.
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CAPITALIZATION AND INDEBTEDNESS
On June 29, 2012, AG Finance’s Board approved the application for an increase in the Company’s
authorized capital stock to 550,000,000 Common Shares with a par value of ₱1.00 per share. This
increase in authorized capital stock was approved by the SEC on February 13, 2013. Prior to the issuance
and sale of 68,074,000 Offer Shares, the Company’s outstanding share capital consisted of 193,750,002
Common Shares.
As of March 31, 2013, AG Finance’s authorized capital stock totaled 550,000,000 Common Shares with a
par value of ₱1.00 per share.
The following table shows the Company’s balances of short-term debt and shareholders’ equity as of
March 31, 2013, and as adjusted to reflect the sale of the Offer shares. This table should be read
together with the Company’s audited financial statements, including the notes thereto, starting on page
155 of this Prospectus.
For the purposes of determining the effect of the Offer on capitalization, the Company has estimated that
it will receive net proceeds of ₱136,111,961 from the sale of 68,074,000 Offer Shares after deducting an
estimated aggregate amount of underwriting fees, Selling Agents’ commissions, and other certain
estimated expenses the Company expects to incur in relation to the Offer. The estimate is based on an
Offer Price of ₱2.18 per share. The actual underwriting fees, Selling Agents’ commissions, and other
Offer-related expenses may differ from the estimated amounts. The Offer Price and the estimated
amounts used to determine the estimated net proceeds are presented in Table 4 below:
As of
March 31, 2013
Liabilities
Loans payable
Equity
Capital Stock –
₱1.00 par value per Share; 550,000,000
Shares authorized; 193,750,002 Shares issued
and fully paid as of February 13, 2013;
261,824,002 Shares issued and fully paid-up
after the Offer.
Capital in excess of par value
Deposit for Future Stock Subscription 1
Stock Dividends Distributable
Retained earnings
Total Equity
Total Short-Term Debt & Capitalization

Table 4: Short-Term Debt and Capitalization

After Giving
Effect to the
Offer

75,000,000

75,000,000

193,750,002

261,824,0022

58,942,158
252,692,160
327,692,160

68,037,9613
58,942,158
388,804,121
463,804,121

1 Deposits for Future Subscription were used to pay for the subscription for 53,150,000 Shares on December 11, 2012 by existing shareholders.
2 As adjusted for the payment to the Company of the proceeds of the Offer.
3 After deductions of IPO related expenses amounting P12.30 million
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DILUTION
Through the Offer, the Company will offer 68,074,000 Offer Shares to the public from the authorized and
unissued capital stock of the Company.
The Offer Shares will be sold at the Offer Price, which will be substantially higher than the Pro-forma
Book Value per Share immediately following the completion of the Offer, which will result in an immediate
material dilution of the new investors’ equity interest in the Company. The book value attributable to the
Company’s common shareholders, based on the Company’s audited financial statements as of March31,
2013 was ₱252.7 million, while the book value per share was ₱ 1.30. The book value attributable to the
Company’s common shareholders represents the amount of the Company’s total equity attributable to
equity holders of the Company. The Company’s book value per share is computed by dividing the book
value attributable to the Company’s common shareholders by the equivalent number of common shares
outstanding.
Dilution in Pro-forma book value per share to investors of the Offer Shares represents the difference
between the Offer Price and the pro-forma book value per share immediately following the completion of
the Offer. The pro-forma book value per share immediately following the completion of the Offer
represents the book value per share as of March 31, 2013 after giving effect to the Offer.
After giving effect to an increase in the Company’s total equity attributable to common shareholders and
the related increase in outstanding common shares to reflect the receipt of the net proceeds of
approximately ₱136,111,961 from its sale of 68,074,000 Offer Shares pursuant to the Offer based on an
Offer Price of ₱ 2.18 per Offer Share, the Company’s book value attributable to equity holders of the
Company will be approximately ₱388,804,121, or ₱1.48 per Share. This represents an immediate increase
in book value of ₱0. 18 per share to existing shareholders and an immediate dilution of ₱0.70 per Share to
investors of the Offer Share.
Table 5 illustrates dilution on a per Share basis based on an Offer Price of ₱2.18 per Offer Share in an
Offer that includes the Offer of 68,074,000 Offer Shares:
Offer Price
Book Value per Share as of March 31, 2013
Pro-forma Book Value per Share immediately following the completion of the Offer
Dilution in Pro-forma in Book Value per Share to Investors of the Offer Shares

Table 5: Dilution Computation
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₱2.18
₱1.30
₱1.48
₱0.70

Table 6 sets forth the shareholdings and percentage of Shares outstanding of existing and new
shareholders of the Company immediately after completion of the Offer of 68,074,000 Shares:

Tony O. King
Sharone O. King
Charmainne O. King
Felisa D. King
Marjorie D.R. Villanueva
Joselyn C. Tiu
Leila E. Jorge
Daleson G. Uy
Peter O. Kho
New investors
Total

Shares Before the Offer
Number
%
93,005,408
48.00
50,300,418
25.96
50,377,930
26.00
18,747
0.01
18,747
0.01
18,747
0.01
10,001
0.01
2
2
193,750,002
100.00

Table 6: Shares Before and After the Offer
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Shares After the Offer
Number
%
93,005,408
35.52
50,300,418
19.21
50,377,930
19.24
18,747
0.01
18,747
0.01
18,747
0.01
10,001
2
2
68,074,000
26.00
261,824,002.00
100.00

PLAN OF DISTRIBUTION
Distribution of the Offer
The PSE requires the Issuer to allocate the Offer Shares to all the PSE Trading Participants and LSI. The
Company intends to make available 13,615,000 Offer Shares, corresponding to 20.0% of the Offer Shares
to the various PSE Trading Participants. On the other hand, 6,807,000 Offer Shares, equivalent to 10.0%
of the Offer Shares shall be apportioned to various LSIs. LSIs are subscribers or purchasers of shares
who are willing to subscribe or purchase a minimum Board lot or whose subscription or purchase does
not exceed ₱25,000.00. In the event that the subscription from LSIs is five times oversubscribed, an
additional 5.0% can be apportioned in addition to the 10.0% initial allocation. In the event that total
demand for the Offer Shares in the LSIs’ subscription exceeds the maximum allocation of 15.0%, the
Issue Manager and Sole Underwriter shall allocate the Offer Shares by way of balloting. However, if total
demand from LSIs fails to meet the 10.0% allocation, the unsold portion of the allocation shall be
reallocated for distribution to the general public.
BDO Capital is the Issue Manager and Sole Underwriter for the Offer Shares.
The Offer Shares will be firmly underwritten by BDO Capital. Pursuant to the distribution guidelines of the
PSE, the Trading Participants shall act as Selling Agents for the Offer. Firm orders and commitments to
purchase the Offer Shares (the “Firm Orders”) shall be submitted by each Trading Participant to the PSE
on or before 11:00AM Manila time, on August 1, 2013. The payment for the Firm Orders shall be made
on August 5, 2013. The PSE shall confirm Firm Orders from the Trading Participants by August 2, 2013. A
Trading Participant shall never be awarded more than the Offer Shares specified in its Firm Order and
covered by its payment.
Offer Shares that are not purchased by the PSE Trading Participants and LSIs will be distributed directly
by the Issue Manager and Sole Underwriter to its clients and general public. A fraction of these may be
used for a book-building program. Qualified Institutional Buyers that may be requested to participate in
the book-building process shall include the following: venture capital firms, Government financial
institutions, trust departments of commercial or universal banks, non-bank quasi banking institutions,
pension or retirement funds, mutual funds, commercial or universal banks, trust companies, investment
houses, investment companies, finance companies, insurance companies, PSE Trading Participants for
their dealer accounts, non-stock savings and loan associations, educational assistance funds and other
institutions of similar nature determined as such by SEC. None of the Offer Shares have been designated
for sale to specific individuals.
BDO Capital is the wholly-owned investment banking subsidiary of BDO. BDO Capital is a full-service
investment house primarily involved in securities underwriting and trading, loan syndication, financial
advisory, private placement of debt and equity, project finance, and direct equity investment.
Incorporated in December 1998, BDO Capital commenced operations in March 1999.
Apart from being the Issue Manager and Sole Underwriter for the Offer, BDO Capital does not have any
relationship with the Company nor does it holds any direct or indirect interest in the Company or in any
securities thereof (including options, warrants or rights thereto). The Issue Manager and Sole Underwriter
does not have any right to designate or nominate a member to the Board of the Company. The Issue
Manager and Sole Underwriter does not have any contract or other arrangement with the Company by
which the it may return any unsold securities of the Offer to the Company.
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The Selling Agents
The PSE Trading Participants shall act as selling agents for the Offer, pursuant to the distribution
guidelines of the PSE. PSE Trading Participants who take up PSE and LSI Offer Shares shall be entitled to
a selling commission of 1.0% of the PSE and LSI Offer Shares taken up and purchased by the relevant
PSE Trading Participants. The selling commissions, less a withholding tax of 10%, will be paid to the PSE
Trading Participants within 10 banking days after the Listing Date.
Selling commissions for the Selling Agents will be sourced from the underwriting and selling fees to be
charged to the Company.

Lock-Up
The existing listing rules of the PSE mandate that every existing shareholder owning at least 10.0% of
the issued and outstanding shares of the Company cannot sell, assign or in any manner dispose of their
shares for a period of (a) 180 days after the listing of shares if the applicant company meets the track
record requirements; or (b) 365 days after the listing of shares if the applicant company is exempt from
the track record and operating history requirement.
The Company is compliant with the track record requirement of the PSE considering that it has a
cumulative consolidated earnings before interest, taxes, depreciation and amortizations (EBITDA),
excluding non-recurring items, of at least P50 Million for 3 full fiscal years immediately preceding the
application for listing and a minimum EBITDA of P10 Million for each of the 3 fiscal years and a proven
track record of management throughout the last 3 years prior to the filing of the application. The
Company, therefore, is subject to the 180 days lock-up.
Table 7 below presents the stockholders of the Company covered by the 180 days lock-up requirement:
Ownership
Percentage to
Total Issued
Shares After the
Offer**

Tony O. King

36,000,000

Ownership
Percentage to
Total Issued
Shares Before the
Offer*
18.58%

Charmainne O. King

19,500,000

10.06%

7.45%

Sharone O. King
Total

19,469,997

10.05%

7.44%

Shareholder

No. of Common Shares
Covered by the Lock-up
Provision

74,969,997

Table 7: Shares Covered by the 180 Days Lock-up
*193,750,002 issued and outstanding Shares
**261,824,002issued and outstanding Shares.
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13.75%

In addition, in the event that any issuance of shares is done and fully paid for within 180 days prior to
the start of the Offer Period, and the transaction price is lower than that of the Offer Price in the IPO, all
shares availed of shall be subject to a lock-up period of at least 365 days from the full payment of the
aforementioned shares.
The Table 8 presents the shareholders of the Company covered by the 365 days lock-up requirement:

Shareholder

Tony O. King
Charmainne O. King
Sharone O. King
Felisa D. King
Marjorie Villanueva
Joselyn C. Tiu
Daleson G. Uy
Leila E. Jorge
Peter O. Kho
Total

No. of Common Shares
Covered by the Lock-up
Provision
57,005,408
30,877,930
30,830,421
8,747
8,747
8,747
1
10,000
1

Ownership
Percentage to Total
Issued Shares *

21.77%
11.79%
11.78%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

118,750,002

Table 8: Shares Covered by the 365 Days Lock-up
*261,824,002 issued and outstanding Shares after the Offer

The shares subject to lock-up must be lodged with the PDTC through a PCD Participant for the electronic
lock-up of such shares and to enter into an escrow agreement with the BDO Unibank, Inc.-Trust and
Investments Group.

Registration Requirements
No securities, except of a class exempt under Section 9 of the SRC or unless sold in any transaction
exempt under Section 10 thereof, shall be sold or distributed by any person within the Philippines, unless
such securities shall have been registered with the SEC on Form 12–1 and the registration statement has
been declared effective by the SEC.
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DESCRIPTION OF OFFER SHARES
Information relating to the Common Shares presented below is only a summary and is qualified by
reference to Philippine laws and the Company’s Articles of Incorporation and By-Laws, both as amended.
Copies of the Company’s Articles of Incorporation and By-Laws are available at the SEC.
The Shares to be offered are common shares of AG Finance.
As of the date of this Prospectus, the Company has an authorized capital stock of ₱550,000,000 divided
into 550,000,000 common shares with a par value of ₱1.00 each. A total of 193,750,002 common shares
have been subscribed and fully paid-up.
Upon the completion of the Offer, the Company will have a total of 261,824,002 common shares, issued
and outstanding. The Offer Shares will account for approximately 26% of the issued and outstanding
capital stock of the Company after the completion of the Offer.

Primary Purpose
The primary purpose of the Company is to engage and deal in all aspects of leasing and financing
business. These include but are not limited to: (a) extend credit facilities for commercial, industrial and
agricultural ventures or enterprises;(b) loan its funds without collateral or on the security of a mortgage
of real properties, pledge, chattel mortgage of equipment, machinery, merchandise, shares of stock and
other personal properties; and (c) lease chattel and other forms of real and personal property through
finance-related transactions.

Secondary Purposes
The secondary purposes of the Company include engaging in the following activities: (a) acquisition,
lease, or sale of real and personal properties as may be necessary for the conduct of corporate business;
(b) borrowing or raising of funds necessary to meet the financial requirements of the Company; (c)
investment or disposal of the money and properties of the Company for the advancement of its interests
and overall benefit of the Company; (d) aiding in any manner any corporation, firm or individual,
domestic or foreign, evidence of indebtedness or obligation which are held by or for the Company,
directly or indirectly; (e) entering into lawful agreement with any corporation or entity, domestic or
foreign, for profit sharing, union of interest or cooperation, to carry out any purposes of the Company; (f)
acquisition from any Government authority or any corporation contracts, privileges, exemptions, and the
like as may be helpful to any of the objects of the Company; (g) operation of one or more branch offices
to carry on business operations of the Company within the Philippines without any restriction as to place
or amount to hold, purchase or acquire; and (h) conduct of any and all lawful business and doing any
one or more acts stated as its purposes within or without the Philippines, exercising any one or more
powers enumerated herein for the protection or benefit of the Company.

Corporate Term
The Company’s term of existence is fifty (50) years from and after the date of issuance of the Certificate
of Incorporation. This term may be renewed through an amendment to the Articles of Incorporation
subject to SEC approval.
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Fiscal Year
The fiscal year of the Company shall begin on the first day of January and end at the last day of
December of each year.

Share Capital
A Philippine corporation may issue common or preferred shares, or other classes of shares with rights,
privileges, and restrictions, as may be provided for in its Articles and By-Laws.
The shares of stock of a corporation may or may not have a par value. All of the Company’s shares are
common shares and have a par value of ₱1.00 per share. For par value shares, issuance of shares at a
subscription price above par, whether for cash or otherwise, will result to the excess amount generated
from the difference between the subscription price and par value to be credited to an account named as
paid-in surplus.
Subject to the approval of the SEC, a corporation may increase or decrease its authorized capital stock as
long as the change is supported by the majority of the Board and by stockholders representing two-thirds
of the issued and outstanding capital stock of the corporation voting at a stockholders’ meeting duly
called for the purpose.

Limitations of Foreign Ownership
Since the Company is in the financial services industry, it is subject to nationality restrictions listed under
the Philippine Constitution and other laws, limiting ownership of companies to citizens of the Philippines,
or Philippine Nationals which are corporations organized under Philippine laws of which at least forty
percent (40.0%) of the voting stock must be owned and held by citizens of the Philippines. The Company
is therefore constrained to keep its foreign equity below the 60.0% limit. Any sale or transfer of shares in
excess of this threshold shall not be recorded in the Company’s stock and transfer book.

Subscription, Issuance and Transfer of Shares
Subscription
Subscribers to the Company’s capital stock shall pay the value of the stock in accordance with the terms
and conditions prescribed by the Board. Unpaid subscriptions shall not earn interest unless determined by
the Board.
Certificate
Stockholders shall be entitled to one or more certificates for fully-paid stock subscriptions in the
Company’s books. The certificates shall contain the matters required by law and the Articles of
Incorporation. They shall be in such form and design as may be determined by the Board of Directors
and numbered consecutively. The certificate shall be signed by the President, countersigned by the
Secretary or Assistant Secretary, and sealed with the corporate seal.
Transfer of Shares
Subject to the restrictions, terms and conditions as provided in the Articles of Incorporation, shares may
be transferred, sold, assigned, or pledged through delivery of the certificate duly endorsed by the
stockholder, his attorney-in-fact, or any legally authorized person. The transfer shall be valid and binding
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on the Company only upon record thereof in the Company’s books. The Company’s Corporate Secretary
shall cancel the stock certificates and issue new certificates to the transferee.
The transfer of stock or interest which would reduce the stock ownership of Filipino citizens to less than
the required percentage of the capital stock as provided by the existing laws shall not be allowed to be
recorded in the Company’s books and this restriction shall be indicated in the stock certificates issued by
the Company.
Unpaid shares of stock shall not be transferrable in the Company’s books, unless the transferee assumes
all unpaid claims of the Company.
All certificates surrendered for transfer shall be stamped “Cancelled” on the face thereof, together with
the cancellation date, and attached to the corresponding stub with the certificate book.

Board of Directors
Unless otherwise provided by law, the Company’s Board, elected by the stockholders, shall exercise all
corporate powers, conduct all business, and control all property of the Company. The election of the
Board shall be held during every regular stockholders’ meeting. Elected members of the Board shall hold
office for one year and until their successors are elected and qualified.
Vacancies
Any vacancy in the Board arising from circumstances other than by removal by the stockholders or by
expiration of term may be filled by the vote of at least a majority of the remaining directors if still
constituting a quorum. Otherwise, the vacancy must be filled by the stockholders at a regular or at any
special stockholders’ meeting called for the purpose. A director so elected to fill the vacancy shall be
elected only for the unexpired term of his predecessor in office.
The vacancy resulting from the removal of a director by the stockholders in the manner provided by the
law may be filled by election at the same stockholders’ meeting without further notice, or at any special
stockholders’ meeting called for the purpose provided notice is given as prescribed in the by-laws of the
Company.
Meetings and Notice
Regular Board meetings shall be held once a month on such dates and at places called by the Chairman
of the Board, or upon request of a majority of the Directors. Notice of the regular or special meeting of
the Board, specifying the date, time and place of the meeting, shall be communicated by the Corporate
Secretary to each director personally, by telephone, telegram, or by written message. A director may
waive this requirement either expressly or impliedly.
Quorum
A majority of the number of directors as fixed in the Articles of Incorporation shall constitute a quorum
for the transaction of corporate business and every decision of at least a majority of the directors present
in the meeting at which there is a quorum shall be considered as a corporate act except for the election
of officers which shall require the vote of a majority of all the members of the Board.
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Conduct of the Meetings
The Chairman of the Board shall preside over all Board meetings, or in his absence, any other director
chosen by the Board. The Corporate Secretary shall act as secretary of every meeting. If not present, the
Chairman of the meeting shall appoint a secretary of the meeting.
Compensation
By resolution of the Board, each director shall receive a reasonable per diem allowance for his attendance
at each meeting. As compensation, the Board shall receive and allocate an amount of not more than 10%
of the net income before tax of the Company during the preceding year. The Board shall determine and
apportion the compensation among the directors, subject to the approval of the stockholders
representing at least a majority of the outstanding capital stock at a regular or special stockholders’
meeting.

Stockholders’ Meetings
Annual or Regular Stockholders’ Meetings
The Philippine Corporation Code requires all Philippine corporations to set an annual stockholders’
meeting for corporate purposes including the election of directors. As stated in the Company’s By-laws,
annual/regular stockholders’ meetings will be held at the principal place of business of the Company on
any day in June each year.
Special Meetings
The special stockholders’ meeting may be called by any one of the following for any purpose or purposes:
(a) Board, at its own discretion; (b) at the written request of stockholders representing majority of the
outstanding capital stock; or (c) the President.
Place of Meeting
Stockholders’ meeting, whether special or regular, shall be held at the principal office of the Company or
at any place designated by the Board in the city or municipality where the principal office of the Company
is located. The principal office of the Company is located at Unit 2205A, East Tower, Philippine Stock
Exchange Centre, Exchange Road, Ortigas Center, 1605 Pasig City, Metro Manila.
Notice of Meeting
Notices for regular or special stockholders’ meetings may be sent by the Corporate Secretary by personal
delivery or by mail to each stockholder of record at his last known address or may be published in a
newspaper of general circulation at least two weeks prior to the meeting date. The notice shall state the
place, date and hour of the meeting, as well as the purpose or purposes of the meeting.
When the stockholders’ meeting is adjourned to another time or place, it shall not be necessary to give
any notice of the adjourned meeting if the time and place to which the meeting is adjourned was
announced at the meeting at which the adjournment was taken. At the reconvened meeting, any
business may be transacted that might not have been transacted on the original date of the meeting.
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Quorum
Unless otherwise provided by the law, a majority of the outstanding capital stock must be present or
represented in all regular or special meetings in order to constitute a quorum. If no quorum is
constituted, the meeting shall be adjourned until the required amount of stockholders shall be present.
Conduct of Meeting
The Chairman of the Board, or in his absence, a chairman chosen by the stockholders, shall preside over
stockholders’ meetings. The Corporate Secretary shall act as secretary of every meeting. In the event
that the Corporate Secretary is absent, the chairman of the meeting shall appoint a secretary to act as
such for the particular meeting.
Manner of Voting
At all stockholders’ meetings, a stockholder may vote in person or by proxy. Unless otherwise provided,
the proxy shall be valid only for the meeting at which it has been presented to the Corporate Secretary.
All proxies must be in the hands of the Corporate Secretary before the time set for the meeting. Proxies
filed with the Corporate Secretary may be revoked by the stockholders either through an instrument in
writing duly presented and recorded with the Corporate Secretary prior to the scheduled meeting or by
their personal presence at the meeting.
Matters Relating to Proxies
Shareholders may vote at all meetings the number of shares registered in their respective names, either
in person or by proxy duly given in writing and duly presented to the Corporate Secretary before the time
set for the meeting. Unless otherwise provided in the proxy, it shall be valid only for the meeting for
which has been presented to the Corporate Secretary.
Proxies should comply with the relevant provisions of the Philippine Corporation Code, the SRC, the
Implementing Rules and Regulations of the SRC (as amended), and regulations issued by the SEC.
Mandatory Tender Offers
In general, under the SRC and its implementing rules and regulations, it is mandatory for any person or
group of persons acting in concert intending to acquire at least (a) 35% of (i) any class of any equity
security of a corporation listed in the Philippines or (ii) any class of any equity security of a Philippine
corporation with assets of at least ₱50 million and having 200 or more shareholders with at least 100
shares each; (b) 35% of such equity over a period of 12 months; or (c) less than 35% of such equity that
would result in ownership of over 51% of the total outstanding equity, to make a tender offer to all the
shareholders of the target corporation on the same terms. Generally, in the event that the securities
tendered pursuant to such an offer exceed that which the acquiring person or group of persons is willing
to take up, the SRC requires such person(s) to purchase securities from each tendering shareholder on a
pro-rata basis, disregarding fractions, according to the number of securities tendered by each security
holder. In a mandatory tender offer required by law, the acquirer must offer the highest price paid by
him for such shares during the past six months. Where the offer involves payment by transfer or
allotment of securities, such securities must be valued on an equitable basis. However, if any acquisition
of even less than 35.0% would result in ownership of over 51.0% of the total outstanding equity, the
acquirer is required to make a tender offer for all the outstanding equity securities to all remaining
shareholders of the said corporation at a price supported by a fairness opinion provided by an
independent financial advisor or equivalent third party. The acquirer in such a tender offer is required to
accept any and all securities thus tendered.
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Closing of Transfer Books or Fixing of Record Date
For the purpose of determining the stockholders entitled to be given notice of, or to vote at, any
stockholders’ meeting or any adjournment thereof, or to receive payment of any dividend, the Board may
provide that the stock and transfer books be closed for at least ten (10) working days immediately
preceding such meeting.

Rights Relating to the Common Shares
Voting Rights
The Company has a single classification of shares. All of its shares are Common Shares. Each Common
Share is equivalent in all respects to every other Common Share. All the Common Shares have full voting
and dividend rights. Company’s stockholders have the right to receive notice of stockholders’ meetings,
inspect the corporate books of the Company, and other stockholders’ rights contained in the Corporation
Code of the Philippines.
Fundamental Matters Requiring Stockholder Approval
According to the Corporation Code, certain matters are considered as significant corporate acts that may
only be implemented upon the approval of stockholders and those holders of shares denominated as nonvoting in the articles of incorporation. These acts, which require the approval of both the Board and
stockholders representing at least two-thirds (2/3) of the Company’s issued and outstanding capital stock
in a meeting duly called for the purpose (except for the amendment of By-Laws and approval of
management contracts in general, which require approval of stockholders representing a majority of the
Company’s outstanding capital stock), include:
















Amendment of the Articles;
Extension or shortening of corporate term;
An increase or decrease of capital stock and incurring, creating or increasing bonded
indebtedness;
Delegation to the Board the power to amend, repeal or adopt new By-Laws;
Sale, lease, exchange, mortgage, pledge or other disposition of all or a substantial part of the
Company’s assets;
Merger or consolidation of the Company with another corporation;
Investment of corporate funds in any other corporation or use of such funds for a purpose other
than the primary purpose of the Company’s organization;
Dissolving the Company;
Declaration or issuance of stock dividends;
Ratifying a contract between the Company and a Director or officer where the vote of such
Director or officer was necessary for approval;
Entering into a management contract where: (a) a majority of Directors of the managing
corporation constitutes the majority of the Board of the managed company; or (b) stockholders
of both the managing and managed corporations represent the same interest and own or control
more than one-third of the outstanding capital stock entitled to vote;
Removal of Directors;
Ratification of an act of disloyalty by a Director; and
Ratification of contracts with corporations in which a Director is also a Board member, where the
interest of the Directors is substantial in one corporation and nominal in the other.
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Treasury Shares
A corporation may acquire its own shares for a legal corporate purpose, provided that the corporation has
sufficient retained earnings or surplus profits enough to pay for the shares to be acquired. A corporation
may acquire its shares for, but not limited to, the following causes:




Elimination of fractional shares arising out of stock dividends;
Satisfaction of an indebtedness to the corporation arising out of unpaid subscription; and
Payment of shares of dissenting or withdrawing stockholders.

The shares repurchased by the Company shall become treasury shares that may again be sold at a price
to be determined by the Board. Treasury shares have neither voting rights nor dividend rights.
As of the date of this Prospectus, the Company does not hold any treasury shares.
Pre-emptive Rights
The Corporation Code confers pre-emptive rights on stockholders of a Philippine corporation, entitling
such stockholders to subscribe for all issues or other dispositions of equity related securities by the
corporation in proportion to their respective shareholdings, regardless of whether the equity related
securities proposed to be issued or otherwise disposed of are identical to the shares held. A Philippine
corporation may provide for the denial of these pre-emptive rights in its articles of incorporation. The
Company’s Amended Articles of Incorporation deny preemptive rights on any of the shares of the
Company.
Derivative Suits
Philippine law recognizes the right of a stockholder to institute proceedings on behalf of the corporation
in a derivative action in cases where the corporation itself is unable or unwilling to institute the necessary
proceedings to address prejudice to the Company or to assert corporate rights.
Appraisal Rights
The Corporation Code grants a stockholder a right of appraisal in certain circumstances where he has
dissented and voted against a proposed corporate action, including:






An amendment of the articles of incorporation which has the effect of changing or restricting the
rights of any stockholder or class of shares or of authorizing preferences in any respect superior
to those of outstanding shares of any class or of extending or shortening the term of corporate
existence;
The sale, lease, exchange, transfer, mortgage, pledge, or other forms of disposal of all or
substantially all the assets of the corporation;
The investment of corporate funds in another corporation or the use of such funds for any
purpose other than the primary purpose for which the Company was organized; and
A merger or consolidation.

In these circumstances, the non-conforming stockholder may require the corporation to purchase his
shares at a fair value which, by default, is determined by three disinterested persons, one of whom shall
be named by the stockholder, one by the corporation, and the third by the two thus chosen. In the event
of a dispute, the SEC will resolve any question relating to the entitlement of a dissenting stockholder to
exercise the appraisal rights. The dissenting stockholder will be paid if the corporate action in question is
implemented and the corporation has unrestricted retained earnings sufficient to support the purchase of
the shares of the dissenting stockholder.
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Dividends
Under Philippine law, a corporation can only declare dividends provided that it has unrestricted retained
earnings. Unrestricted retained earnings are earnings of the corporation that have not been allocated for
any managerial, contractual, or legal purposes and are free for distribution to the stockholders as
dividends. A corporation may declare and issue dividends in the form of cash, property or shares to all
stockholders on the basis of outstanding stock held by them. For payment and distribution of cash and
property dividends, an approval from the Board is sufficient. On the other hand, payment and distribution
of stock dividends need the approval of the stockholders representing not less than two-thirds of the
outstanding capital stock at a regular or special meeting called for that purpose.
Generally, the Corporation Code requires a corporation with profits in excess of 100.0% of its paid-in
capital to declare and distribute such surplus to its stockholders in the form of dividends. In certain cases,
a Philippine corporation may retain all or a portion of such surplus when: (a) definite expansion plans are
made and approved by its Board; (b) the required consent of any financing institution or creditor
necessary for the declaration of dividends pursuant to a loan agreement has not yet been secured; or (c)
it is evident that such retention is necessary.
The By-Laws provide that dividends shall be declared and paid out of the unrestricted retained earnings
which shall be payable in cash, property or stock to all stockholders on the basis of outstanding stock
held by them, as often and at such times as the Board of Directors may determine and in accordance
with law.
Accounting, Auditing and Disclosure Requirements
Philippine stock corporations are required to file an annual General Information Sheet presenting data on
their management and capital structure and copies of their annual Financial Statements with the SEC.
Corporations are also required to submit their annual Financial Statements to the BIR. Corporations
whose shares are listed on the PSE are required to file current, quarterly, and annual reports with the
SEC and the PSE.
During every annual meeting, the Board is required to present to the stockholders a financial report of
the operations of the corporation for the preceding year. This report is required to include audited
financial statements.
Right of Inspection
As required by the law, corporations must maintain books and records that must be readily available
upon the stockholder’s request for inspection and examination. Stockholders are also authorized to ask
for copies of the most recent Financial Statements of the corporation, which will include a Statement of
Financial Position as of the end of the most recent tax year and a Profit and Loss Statement for that year.
Change in Control
There are no existing provisions in the Amended Articles of Incorporation or the Amended by- Laws of
the Company which will delay, defer or in any manner prevent a change in control of the Company.
Other Features and Characteristics of Common Shares
The Common Shares are neither convertible nor subject to mandatory redemption. All of the Company’s
issued Common Shares are fully paid and non-assessable and free and clear from any and all liens,
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claims, and encumbrances. All documentary stamp tax due on the issuance of all Common Shares has
been fully paid.

Shareholders’ Rights and Protection
Voting Right
Shareholders shall have the right to elect, remove and replace directors and vote on certain corporate
acts according to the Corporate Code.
Pre-emptive Right
Shareholders shall have pre-emptive rights unless denied in the Articles of Incorporation or an
amendment thereto. They shall have the right to subscribe to the Company’s capital stock. The Articles of
Incorporation shall provide the specific rights and powers of shareholders with respect to the specific
shares they hold.
The Company’s Amended Articles of Incorporation deny pre-emptive rights on any issuance of shares of
the Company.
Right to Information
Shareholders shall have the right to request for periodic reports which disclose personal and professional
information regarding the Company’s directors and officers. They may also obtain information regarding
the director’s and officer’s holdings in the Company shares, dealings with the Company and aggregate
compensation.
Shareholders shall have the right to propose meetings as well as propose items in the agenda of the
meeting, as long as the items are for legitimate business purposes.
Right to Dividends
Shareholders shall have the right to receive dividends subject to the Board’s discretion.
Appraisal Rights
Shareholders shall have the rights to demand payment of fair value of their shares in the manner
provided for under Section 82 of the Corporation Code of the Philippines, under any of the following
circumstances:
a. In case any amendment to the articles of incorporation changes or restricts the rights of any
stockholders or class of shares, or authorizes preferences in any respect superior to those of
outstanding shares of any class, or extends or shortens the term of corporate existence;
b. In case of sale, lease, exchange, transfer, mortgage, pledge, or disposition of all or substantially
all of the corporate property and assets as provided in the Corporation Code;
c. In case of merger or consolidation.
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INTEREST OF EXPERTS AND COUNSEL
The Company’s financial statements were audited by Punongbayan & Araullo, a member firm within
Grant Thornton International Ltd. for the years ended December 31, 2010, December 31, 2011 and
December 31, 2012 and for the three months ended March 31, 2013. The said external auditor does not
have any shareholdings in the Company nor any right, whether legally enforceable or not, to recommend
individuals for the purpose of subscribing to securities in the Company. Furthermore, P&A will not receive
any direct or indirect interest in the Company, or in any securities in connection with the Offer. The
preceding statement is in accordance with the Code of Ethics for Professional Accountants in the
Philippines upheld by the Board of Accountancy and approved by the Professional Regulation
Commission.
The Law Firm of Chan Robles & Associates reviewed the legality and validity of the Offer Shares and
other matters concerning the Offer. Chan Robles & Associates also served as legal tax counsel as it
reviewed relevant tax matters related to the Offer.
Martinez Vergara Gonzalez and Serrano acted as legal counsel to the Issue Manager and Sole
Underwriter.
Chan Robles & Associates and Martinez Vergara Gonzalez and Serrano do not hold shareholdings or any
interest, direct or indirect, in the Company, nor any right, whether legally enforceable or not, to nominate
individuals for the purpose of subscribing to securities of the Company in accordance with the standards
on independence mandated in the Code of Professional Responsibility and as prescribed by the Supreme
Court of the Philippines.
The named external auditors and the independent legal and tax counsel have not acted and will not act
as promoter, underwriter, voting trustee, officer, or employee of the Company.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITIONS
Management's discussion and analysis of the Company’s financial condition and operational performance
must be read in conjunction with the Company's audited financial statements, including the notes
thereto, contained in this Prospectus. This Prospectus contains forward-looking statements that involve
risks and uncertainties. Investors are cautioned that the Company’s business and financial performance is
subject to substantive risks and uncertainties. Actual operational results may differ significantly from
those discussed in the forward-looking statements as a result of various factors, including, without
limitation, those set out in "Risk Factors" on page20 of the Prospectus. In evaluating the Company's
business, investors should carefully consider all of the information contained in "Risk Factors" section of
the Prospectus.

Overview
AG Finance is one of the major players in the microfinance and consumer loans industry serving the
financial needs of Filipinos here and abroad. The Company was established on December 14, 2001
primarily to provide worry-free short-term, unsecured credit facilities to permanent rank and file
employees of reputable medium-sized companies in the Philippines. In 2003, AG Finance expanded its
market coverage to include professionals and skilled workers in North America and the Middle East.
Currently, the Company’s customer profile include: (i) professionals and skilled workers bound for
deployment overseas needing immediate funds to support their initial expenses in their country of
deployment and (ii) regularized employees of medium-sized commercial enterprises based in the
Philippines. The Company has grown significantly since it commenced operations, expanding its
microfinance and consumer loans to OFWs in over 20 countries with concentration in Australia, Canada
and Middle East. As of March 31, 2013, the Company had over 4,000 active borrowers.
Over the years, AG Finance has built its reputation in the market delivering its unique personalized
services with superior flexibility, productivity and efficiency. The Company aims to be one of the premier
financing institutions meeting the diverse needs of its OFW Loan and Salary Loan markets by offering the
best terms of credit, efficient service, and products that are suited to its clients’ needs.
The Company’s products are described as follows:


Salary Loans
This product is designed to give opportunity for local companies to provide an additional
medium for their employees to obtain quick salary and emergency loans. Salary and
Emergency Loans ranges from ₱10,000 to ₱50,000 payable over a term of 12 months via
salary deduction arrangement.



OFW Loans
This product is designed to provide short term loans to OFWs through a quick processing
loan application subject to compliance with certain eligibility requirements..OFW Loans
ranges from ₱50,000 and up payable over a term of 12 to 18 months via post dated checks.

For the three months ended March 31, 2013, AG Finance generated interest income amounting to ₱ 37.3
million and net income of ₱ 15.7 million, compared to interest income of ₱15.7 million and ₱ 7.2 million for
the same period in 2012.
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For the year ended December 31, 2012, AG Finance generated interest income amounting to ₱82.5
million and net income of ₱43.2 million, compared to interest income of ₱76.0 million and ₱37.8 million
and net income of ₱40.3 million and ₱15.19 million for 2011 and 2010 respectively, translating to a CAGR
of 29.7% and 41.7% for interest income and net income respectively.

Factors Affecting Results of Operations
AG Finance’s results of operations are affected by a variety of factors. Set out below is a discussion of the
most significant factors that have affected the Company’s results in the past and which it expects to
affect its financial results in the future. Factors other than those set forth below could also have a
significant impact on AG Finance’s results of operations and financial condition in the future.






Successful implementation of growth strategy;
Foreign exchange fluctuations;
Political, economic, and regulatory conditions of OFW Borrowers country destinations;
Credit lines from banks; and
Competition from other providers of personal loans.

Key Accounting Policies
The financial statements of the Company have been prepared in accordance with Philippine Financial
Reporting Standards. PFRS are adopted by the Financial Reporting Standards Council from the
pronouncements issued by the International Accounting Standards Board. These key accounting policies
are summarized in Note 2 - Summary of Significant Accounting Policies of the Company’s Audited
Financial Statements.

Vertical and Horizontal Analyses of Material Items
March 31, 2013 against March 31, 2012
Income Statements
For the periods ended
March 31
2013
(Audited)

2012
(Unaudited)

Horizontal Analysis
Increase/
(Decrease)

%

Vertical Analysis
2013

2012

OFW Loans

35,272,569

13,731,731

21,540,838

156.87%

94.57%

87.70%

Salary Loans

2,001,288

1,908,276

93,012

4.87%

5.37%

12.19%

23,830

17,562

6,268

35.69%

0.06%

0.11%

37,297,687

15,657,569

21,640,118

138.21%

100.0%

100.0%

872,690

428,299

444,391

103.76%

2.34%

2.74%

36,424,997

15,229,270

21,195,727

139.18%

97.66%

97.26%

9,973,690

1,329,628

8,644,062

650.11%

26.74%

8.49%

26,451,307

13,899,642

12,551,665

90.30%

70.92%

88.77%

Cash in banks
Interest income
less: Interest expense
Net interest income
less: Impairment loss
Net interest income after
impairment loss
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For the periods ended
March 31
2013
(Audited)

Horizontal Analysis

2012
(Unaudited)

Increase/
(Decrease)

Vertical Analysis
2013

%

2012

Processing fees

3,527,850

1,481,100

2,046,750

138.19%

9.46%

9.46%

Penalties

1,698,729

1,511,778

186,951

12.37%

4.55%

9.66%

Rent income

31,500

-

31,500

100.00%

0.08%

0.00%

-

-

-

-

0.00%

0.00%

Other operating income

5,258,079

2,992,878

2,265,201

75.69%

14.10%

19.11%

Salaries and employee
benefits

2,415,905

1,891,421

524,484

27.73%

6.48%

12.08%

Taxes and licenses

3,310,928

1,471,074

1,839,854

125.07%

8.88%

9.40%

443,324

441,599

1,725

0.39%

1.19%

2.82%

388,354

503,130

(114,776)

-22.81%

1.04%

3.21%

261,677

277,552

(15,875)

-5.72%

0.70%

1.77%

Communication and utilities

314,254

304,318

9,936

3.27%

0.84%

1.94%

Professional fees
Unrealized foreign currency
losses

337,120

513,440

(176,320)

-34.34%

0.90%

3.28%

76,296

334,912

(258,616)

-77.22%

0.20%

2.14%

Office supplies

508,232

154,326

353,906

229.32%

1.36%

0.99%

Dues and subscriptions

139,957

135,788

4,169

3.07%

0.38%

0.87%

84,247

272,227

(187,980)

-69.05%

0.23%

1.74%

1,018,930

289,334

729,596

252.16%

2.73%

1.85%

9,299,224

6,589,121

2,710,103

41.13%

24.93%

42.08%

22,410,162

10,303,399

12,106,763

117.50%

60.08%

65.80%

Tax expense

6,723,025

3,091,002

3,632,023

117.50%

18.03%

19.74%

NET PROFIT

15,687,137

7,212,397

8,474,740

117.50%

42.06%

46.06%

Unrealized forex gains

Depreciation
Contractual services
Marketing and collection
fees

Insurance
Miscellaneous
Other operating expenses
Profit before tax
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Interest Income
For the three-month period ended March 31, 2013, the Company recorded interest income of ₱37.30
million, which was 138.21% higher than interest income of ₱15.66 million for the three-month period
ended March 31, 2012. The increase was mainly attributable to growth in loans receivable, which is in
line with management’s initiatives to aggressively expand its loan portfolio on a year-on-year basis.
Interest Income on OFW Loans
For the three-month period ended March 31, 2013, the Company’s OFW Loans recorded an Interest
Income of ₱35.27 million, which was 156.88% higher than the OFW Loans Interest Income of ₱13.73
million during the same period in 2012. The increase was mainly attributable to an increase in loan
releases to OFW borrowers.
Financial Income (Expenses)
Interest Income Cash in Banks
For the three-month period ended March 31, 2013, the Company recorded Interest Income on bank
deposits of ₱23,830, which was 35.69% higher than the Interest Income on bank deposits of ₱17,562 for
the three-month period ended March 31, 2012. This was driven by the increase in collection of
receivables.
Interest Expense
For the three-month ended March 31, 2013, the Company recorded an Interest Expense of ₱872,690,
which was 103.76% higher than the Interest Expense of ₱428,299 for the three-month ended March 31,
2012. This was mainly attributable to the increase in loan payable balance to P75 million as of March 31,
2013 from P25 million last March 31, 2012.
OTHER INCOME
Processing fees
For the three-month period ended March 31, 2013, the processing fees amounted to ₱3.53 million, which
was 138.19% higher than the fees of ₱1.48 million for the three-month ended March 31, 2012. This was
attributable to an increase in OFW and Salary Loans which the Company charged to each borrower.
Penalties
For the three-month period ended March 31, 2013, penalties amounted to ₱1.70 million, which was
12.37% higher than the penalties of ₱1.51 million for the three-month ended March 31, 2012. This was
attributable to the increase in payment of penalties charged to borrowers.
Rent Income
For the three-month period ended March 31, 2013, rent income amounted to ₱31,500 which was
100.00% higher than the rent income for the three-month period ended March 31, 2012. Rent income for
the three-month period January to March 2012 was only recorded in May and June of 2012.

53

Operating Expenses
For the three-month period ended March 31, 2013, operating expenses amounted to ₱9.30 million, which
was 41.13% higher than the operating expenses of ₱6.59 million for the three-month period ended
March 31, 2012.


Salaries and employee benefits

For the three-month period ended March 31, 2013, operating expenses related to salaries and
employee benefits amounted to ₱2.42 million, which was 27.73% higher than the operating
expenses of ₱1.89 million for the three-month ended March 31, 2012. This was attributable to: (i)
additional hiring of employees supporting the Company’s loans processes driven by an increase in
loans releases; and (ii) absorption of agency personnel as direct hired employee of the Company.


Taxes and Licenses

For the three-month period ended March 31, 2013, operating expenses related to taxes and licenses
amounted to ₱3.31 million, which was 125.07% higher than the operating expenses of ₱1.47 million
for the three-month period ended March 31, 2012. This was attributable to the increase in municipal
tax and gross receipts tax which were due to additional bank loan availments and filing of application
for the increase in capital stock.


Contractual services

For the year three-month period ended March 31, 2013, operating expenses related to contractual
services was ₱388,354, which was 22.81% lower than the operating expenses of ₱503,130 for the
three-month period ended March 31, 2012. This was attributable to: (i) decrease in agency
personnel requirement; and (ii) absorption of agency personnel as direct hired employee of the
Company.


Marketing and collection fees

For the three-month period ended March 31, 2013, operating expenses related to marketing and
collection fees amounted to ₱261,677, which was 5.72% lower than the operating expenses of
₱277,552 for the three-month period ended March 31, 2012. This was attributable to a decrease
Company’s collection fees paid to Client-companies in Salary Loans releases.


Professional fees

For the three-month period ended March 31, 2013, operating expenses related to professional fees
amounted to ₱337,120, which was 34.34% lower than the operating expenses of ₱513,440 for the
three-month period ended March 31, 2012. This was primarily attributable to expenses for
consultancy services in 2012.
 Office Supplies
For the three-month period ended March 31, 2013, operating expenses related to office supplies
amounted to ₱508,232, which was 229.32% higher than the operating expenses of ₱154,326 for the
three-month period ended March 31, 2012. This was attributable to an increase in purchases of
office supplies relative to the IPO requirements.
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Unrealized foreign currency losses

For the three-month period ended March 31, 2013, operating expenses related to unrealized foreign
currency losses amounted to ₱76,296, which was 77.22% lower than the operating expenses of
₱334,912 for the three-month period ended March 31, 2012. This was attributable to a decrease in
foreign currency denominated transactions and decline of USD against the Philippine Peso.


Insurance

For the three-month period ended March 31, 2013, operating expenses related to insurance
amounted to ₱84,247, which was 69.05% lower than the operating expenses of ₱272,227 for the
three-month period ended March 31, 2012. This was attributable to the recording of full year
expenses in February 2012 upon payment of cash. Subsequent adjustments were made in June 2012
to record insurance expenses on accrual basis.


Miscellaneous

For the three-month period ended March 31, 2013, operating expenses related to miscellaneous
amounted to ₱1.02 million, which was 252.16% higher than the operating expenses of ₱289,334 for
the three-month period ended March 31, 2012. This was attributed to: (i) increase in official business
travels for marketing campaigns; (ii) increase in expenses related to IPO like SEC fees and officer’s
seminar/training; and (iii) increase in representation expense for clients.
Balance Sheet
March
2013
Cash

December
2012

Horizontal Analysis
Increase/
%
(Decrease)

Vertical Analysis
2013

2012

39,826,463

90,428,846

(50,602,383)

-55.96%

11.59%

25.77%

280,905,498

240,309,956

40,595,542

16.89%

81.72%

68.47%

14,090,852

14,213,086

(122,234)

-0.86%

4.10%

4.05%

7,613,410

4,598,414

3,014,996

65.57%

2.21%

1.31%

605,996

724,914

(118,918)

-16.40%

0.18%

0.21%

710,593

674,904

35,689

5.29%

0.21%

0.19%

343,752,812

350,950,120

(7,197,308)

-2.05%

100.00%

100.00%

75,000,000

100,000,000

(25,000,000)

-25.00%

21.82%

28.49%

-

-

-

-

-

-

Accrued expenses

1,423,037

1,867,270

(444,233)

-23.79%

0.41%

0.53%

Retirement benefit obligation

1,699,939

1,699,939

-

0.00%

0.49%

0.48%

Loans receivable
Property & equipment
Other assets
Deferred tax asset
Advances to employees &
clients
Miscellaneous
Total assets
Loans payable
Bank loans
Advances from officers &
shareholders
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March
2013
Withholding taxes and interest

December
2012

Horizontal Analysis
Increase/
%
(Decrease)

Vertical Analysis
2013

2012

126,189

610,746

(484,557)

-79.34%

0.04%

0.17%

Others

3,079,807

2,420,055

659,752

27.26%

0.90%

0.69%

Income tax payable

9,731,680

7,347,087

2,384,593

32.46%

2.83%

2.09%

91,060,652

113,945,097

(22,884,445)

-20.08%

26.49%

32.47%

193,750,002

75,000,000

118,750,002

158.33%

56.36%

21.37%

Deposit for future stock

-

53,150,000

(53,150,000)

100.00%

0.00%

15.14%

Stock dividend distributable

-

65,600,002

(65,600,002)

100.00%

0.00%

18.69%

58,942,158

43,255,021

15,687,137

36.27%

17.15%

12.33%

Total equity

252,692,160

237,005,023

15,687,137

6.62%

73.51%

67.53%

Total liabilities and equity

343,752,812

350,950,120

(7,197,308)

-2.05%

100.00%

100.00%

Total liabilities

Capital stock

Retained earnings

Cash
Cash decreased by 55.96 % to ₱39.83 million as of March 31, 2013 from ₱90.43 million as of December
31, 2012. This decrease was primarily due to: (i) increase in loan releases for the three-month period,
January to March, 2013; and (ii) payment of bank loan.
Loans receivable
Loans receivable increased by 16.89% to ₱ 280.91 million as of March 31, 2013 from ₱ 240.31 million as of
December 31, 2012. This was primarily due to an increase in OFW Loans releases during the first quarter
of 2013.
Other assets
Deferred tax asset
Deferred tax asset increased by 65.57% to ₱7.61 million as of March 31, 2013 from ₱ 4.60 million as of
December 31, 2012. This increase was mainly due to tax impact of impairment loss recorded during the
year.
Advances to employees and clients
Advances to employees and clients decreased by 16.40% to ₱605,996 as of March 31, 2013 from
₱724,914 as of December 31, 2012. This was attributable to the Company’s discontinuance of advancing
other deployment related expenses.
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Miscellaneous
Miscellaneous includes miscellaneous deposits and prepayment. Miscellaneous increased by 5.29% to
₱710,593 as of March 31, 2013 from ₱ 674,904as of December 31, 2012. The increase was due to the
increase in prepaid expenses.
Loans payable
Loans payable decreased by 25% to ₱ 75 million as of March 31, 2013 from ₱ 100 million as of December
31, 2012. This was due to the payment of a bank loan.
Accrued expenses and other payables
Accrued expenses and other payables includes unpaid utilities, professional fees, retirement benefit
obligations, withholding taxes and interest and among expenses. Accrued expenses and other payables
decreased by 23.79% to ₱ 1.42 million as of March 31, 2013 from ₱ 1.86 million as of December 31, 2012.
This was due to decrease in withholding taxes and interest and other payable.
Income tax payable
Income tax payable increased by 32.46% to ₱9.73 million as of March 31, 2013 from ₱7.35 million as of
December 31, 2012. This was primarily due to an increase in net income driven by growth in the
Company’s loan portfolio.
Capital stock
Capital stock increased by 158.33% to ₱193.75 million as of March 31, 2013 from ₱ 75 million as of
December 31, 2012. This was due to: (i) deposit for future stock subscription of ₱53.15 million was used
to pay the subscription out of the increase in authorized capital stock; and (ii) stock dividends of
₱65,600,002 were used to subscribe a portion of the increase in authorized capital stock.
Retained earnings
Retained earnings increased by 36.27% to ₱ 58.94 million as of March 31, 2013 from ₱ 43.26 million as of
December 31, 2012. This was due to the net profit generated for the first quarter of 2013.

Results of Operations
March 31, 2013 as compared to March 31, 2012
For the period ended March 31, 2013, AG Finance reported interest income amounting to ₱37.30 million,
reflecting a ₱21.64 million or 138.21% increase from the ₱15.66 million reported during the same period
2012. This increase was caused primarily by a growth in loans receivable, as a result of aggressive
expansion the Company’s loan portfolio. OFW Loans accounted for 94.57% of total interest income for
the year, maintaining a three-year trend as the Company’s primary source of revenue while interest
expense amounted to ₱872,690 was recorded for the period ended March 31, 2013. This represents an
increase of 103.76% as compared to the ₱428,299 million during the same period reported in 2012. This
increase is in line with management’s strategy to utilize credit lines with a number of universal banks to
support operations. Overall, AG Finance management’s aggressive growth strategy led to the Company’s
achievement of 139.18% growth in net interest income for 2013, reporting ₱ 36.42 million, more than
doubling the amount earned in 2012.
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Other operating income amounting to ₱5.26 million was recorded for the period ended March 31, 2013,
indicating a 75.69% increase from the ₱2.99 million recorded during the same period in 2012. Processing
fees increased by 138.19%, while other income, which includes penalties for delayed payments and loanpre-termination fees, also increased. More loans were granted in 2013 as compared to the previous year,
lead increase in revenues from the processing of loan applications. Other operating expenses for 2013
amounted to ₱9.30 million, representing an increase of 41.13% or ₱2.71 million from the total expenses
incurred during the same period in 2012.
Net income for the period ended March 31, 2013 amounted to ₱15.69 million, a growth of 117.5% or
₱8.47 million from the ₱7.21 million earned during the same period in 2012.

Financial Condition
March 31, 2013 as compared to March 31, 2012
Total assets as of March 31, 2013 amounted to ₱343.75 million. A slight decrease of 2.05% from the
₱350.95 million recorded last December 31, 2012. The decrease was mainly due to repayment of loans
payable to banks.
Cash as of March 31, 2013 amounted to ₱39.83 million, reflecting a decrease of 55.96% or ₱50.60 million
from the ₱90.43 million reported last December 31, 2012. The decrease was caused by additional loan
releases and the timing of amortization payments from borrowers during the first quarter of the year.
Conversely, loans receivable increased by 16.89% or ₱40.60 million from ₱240.31 million in 2012,
stemming from the enhancement of the loan application processes and heightened marketing efforts.
The majority of the increase in loans receivable was attributable to loans granted to OFW’s, a key target
market.
Total liabilities as of March 31, 2013 amounted to ₱ 91.06 million, a decrease of 20.08% or ₱ 22.88 million
from ₱ 113.95 million last December 31, 2012. The decrease was mainly due to repayment of loans
payable.
The Company’s total equity as of March 31, 2013 was ₱252.69 million, highlighting a ₱15.69 million or
6.62% increase from the ₱237.01 million recorded as of December 31, 2012. This rise was due to the net
income recorded for the period ended March 31, 2013.
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Vertical and Horizontal Analyses of Material Items
December 31, 2012 against December 31, 2011
Income Statements
Horizontal Analysis
2012
OFW Loans
Salary Loans
Cash in banks
Interest income
less: Interest expense
Net interest income
less: Impairment loss
Net interest income
after impairment loss
Processing fees
Penalties
Rent income
Unrealized forex
gains
Other operating income

Increase/
(Decrease)

2011

%

Vertical Analysis
2012

2011

74,930,823.00
7,455,004.00
68,125.00

69,023,622
6,956,016
53,555

5,907,201
498,988
14,570

8.56%
7.17%
27.21%

90.88%
9.04%
0.08%

90.78%
9.15%
0.07%

82,453,952.00
3,898,942
78,555,010
5,318,512

76,033,193.00
5,548,369
70,484,824
3,426,509

6,420,759.00
(1,649,427)
8,070,186
1,892,003

8.44%
-29.73%
11.45%
55.22%

100.00%
4.73%
95.27%
6.45%

100.00%
7.30%
92.70%
4.51%

73,236,498

67,058,315

6,178,183

9.21%

88.82%

88.20%

11,752,236
4,664,365
126,000

7,778,972
4,925,686
63,000

3,973,264
(261,321)
63,000

14.25%
5.66%
0.15%

10.23%
6.48%
0.08%

16,542,601

137,249
12,904,907

(137,249)
3,637,694

51.08%
-5.31%
100.00%
100.00%
28.19%

0.00%
20.06%

0.18%
16.97%

8,223,669
6,511,536
1,822,942
1,705,460

6,991,143
5,432,072
1,623,487
1,508,085

1,232,526
1,079,464
199,455
197,375

17.63%
19.87%
12.29%
13.09%

9.97%
7.90%
2.21%
2.07%

9.19%
7.14%
2.14%
1.98%

1,427,377

1,096,158

331,219

30.22%

1.73%

1.44%

1,206,572
1,144,440

1,228,063
763,880

(21,491)
380,560

-1.75%
49.82%

1.46%
1.39%

1.62%
1.00%

947,086
945,532

1,028,223

947,086
(82,691)

100.00%
-8.04%

1.15%
1.15%

0.00%
1.35%

Salaries and
employee benefits
Taxes and licenses
Depreciation
Contractual services
Marketing and
collection fees
Communication and
utilities
Professional fees
Unrealized foreign
currency losses
Office supplies
Dues and
subscriptions
Insurance
Miscellaneous
Other operating
expenses

598,149
281,147
3,269,507

490,596
296,501
1,921,963

107,553
(15,354)
1,347,544

21.92%
-5.18%
70.11%

0.73%
0.34%
3.97%

0.65%
0.39%
2.53%

28,083,417

22,380,171

5,703,246

25.48%

34.06%

29.43%

Profit before tax
Tax expense
NET PROFIT

61,695,682
18,508,636
43,187,046

57,583,051
17,318,722
40,264,329

4,112,631
1,189,914
2,922,717

7.14%
6.87%
7.26%

74.82%
22.45%
52.38%

75.73%
22.78%
52.96%
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Interest Income
For the year ended December 31, 2012, the Company recorded interest income of ₱82.45 million, which
was 8.44% higher than interest income of ₱76.03 million for the year ended December 31, 2011. The
increase was mainly attributable to growth in loans receivable, which is in line with management’s
initiatives to aggressively expand its loan portfolio on a year-on-year basis.
Interest Income on OFW Loans
For the year ended December 31, 2012, the Company’s OFW Loans recorded an Interest Income of ₱74.93 million,
which was 8.56% higher than the OFW Loans Interest Income of ₱69.02 million for the year ended December 31,
2011. The increase was mainly attributable to an increase in loan releases to OFW borrowers.
Salary Loans Interest Income
For the year ended December 31, 2012, the Company’s Salary and Emergency Loans recorded an
Interest Income of ₱7.46 million, which was 7.17% higher than the Salary and Emergency Loans Interest
Income of ₱6.96 million for the year ended December 31, 2011. The increase was attributable to
additional loan releases and an increase in Salary Loans borrowers to 1,658.
Financial Income (Expenses)
Interest Income Cash in Banks
For the year ended December 31, 2012, the Company recorded Interest Income on bank deposits of
₱68,125, which was 27.21% higher than the Interest Income on bank deposits of ₱53,555 for the year
ended December 31, 2011. This was driven by capital cash infusion by shareholders and the increase in
collection of receivables.
Interest Expense
For the year ended December 31, 2012, the Company recorded an Interest Expense of ₱3.90 million,
which was 29.73%lower than the Interest Expense of ₱5.55 million for the year ended December 31,
2011. This was mainly attributable to (i) a decrease in interest rates to 5.75% from 8.50%; and (ii) a
loan repayment on August 9, 2012 amounting to ₱25 million.
OTHER INCOME
Processing fees
For the year ended December 31, 2012, the processing fees was ₱11.75 million, which was 51.08%
higher than the fees of ₱7.78 million for the year ended December 31, 2011. This was attributable to an
increase in OFW and Salary Loans which the Company charges to each borrower.
Penalties
For the year ended December 31, 2012, penalties was ₱4.66 million, which was 5.31% lower than the
penalties of ₱4.93 million for the year ended December 31, 2011. This was attributable to pre-termination
penalties charged to borrowers for early loan repayment.
Rent Income
For the year ended December 31, 2012, rent income was ₱126,000, which was 100.00% higher than the
rent income of ₱63,000 for the year ended December 31, 2011. This was attributable to the Company’s
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lease agreement with Phil.Management, Inc. which commenced on June 1, 2011 resulting in only seven
months of rent income for the year 2011 vis-à-vis a full year rent income for 2012.
Operating Expenses
For the year ended December 31, 2012, operating expenses was ₱28.08 million, which was 25.48%
higher than the operating expenses of ₱22.38 million for the year ended December 31, 2011.


Salaries and employee benefits

For the year ended December 31, 2012, operating expenses related to salaries and employee
benefits was ₱8.22 million, which was 17.63% higher than the operating expenses of ₱6.99 million
for the year ended December 31, 2011. This was attributable to additional hiring of employees
supporting the Company’s loans processes driven by an increase in loans releases.


Taxes and Licenses

For the year ended December 31, 2012, operating expenses related to taxes and licenses was ₱6.51
million, which was 19.87% higher than the operating expenses of ₱5.43 million for the year ended
December 31, 2011. This was attributable to an increase in gross receipts tax driven by growth in
interest income and increase in documentary stamp taxes due to additional bank loan availments.


Depreciation

For the year ended December 31, 2012, operating expenses related to depreciation was ₱1.82
million, which was 12.29% higher than the operating expenses of ₱1.62 million for the year ended
December 31, 2011. This was attributable to additional purchase of computers and servers.


Contractual services

For the year ended December 31, 2012, operating expenses related to contractual services was
₱1.71 million, which was 13.09% higher than the operating expenses of ₱1.51 million for the year
ended December 31, 2011. This was attributable to additional hiring of contractual employees and
increase in minimum wage.


Marketing and collection fees

For the year ended December 31, 2012, operating expenses related to marketing and collection fees
was ₱1.43 million, which was 30.22% higher than the operating expenses of ₱1.10 million for the
year ended December 31, 2011. This was attributable to an increase in marketing campaigns. In
addition, the Company’s collection fees paid to Client-companies increased driven by a growth in
Salary Loans releases.


Professional fees

For the year ended December 31, 2012, operating expenses related to professional fees was ₱1.14
million, which was 49.82% higher than the operating expenses of ₱763,880 for the year ended
December 31, 2011. This was primarily attributable to expenses preparatory to the initial public
offering.


Office Supplies

For the year ended December 31, 2012, operating expenses related to office supplies was ₱945,532,
which was 8.04% lower than the operating expenses of ₱1.03 million for the year ended December
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31, 2011. This was attributable to a decrease in purchases of office supplies and company uniforms
given sufficient inventory from the previous year.


Dues and subscriptions

For the year ended December 31, 2012, operating expenses related to dues and subscriptions was
₱598,149, which was 21.92% higher than the December 31, 2011amount of ₱490,596. This was
attributable to full year association dues on the new office space bought by the Company. In addition,
the Company increased its advertisements for job postings in newspapers driven by its demand to
hire additional employees.


Miscellaneous

For the year ended December 31, 2012, operating expenses related to miscellaneous was ₱3.27
million, which was 70.11% higher than the operating expenses of ₱1.92 million for the year ended
December 31, 2011. This was attributed to an increase in official business travels for marketing
campaigns.
Balance Sheet
Horizontal Analysis
Increase/
%
(Decrease)

Vertical Analysis

2012

2011

Cash
Loans receivable
Property & equipment
Other assets
Deferred tax asset
Advances to
employees & clients

90,428,846
240,309,956
14,213,086

5,933,575
149,995,293
15,457,460

84,495,271
90,314,663
(1,244,374)

1424.02%
60.21%
-8.05%

25.77%
68.47%
4.05%

3.33%
84.15%
8.67%

4,598,414

2,552,084

2,046,330

80.18%

1.31%

1.43%

984,059

3,942,553

(2,958,494)

-75.04%

0.28%

2.21%

Miscellaneous
Total assets

415,759
350,950,120

363,987
178,244,952

51,772
172,705,168

14.22%
96.89%

0.12%
100.00%

0.20%
100.00%

100,000,000

25,000,000

75,000,000

300.00%

28.49%

14.03%

6,598,010

5,790,772

807,238

0.00%
13.94%

0.00%
1.88%

0.00%
3.25%

7,347,087
113,945,097

6,786,203
37,576,975

560,884
76,368,122

8.27%
203.23%

2.09%
32.47%

3.81%
21.08%

75,000,000
53,150,000

75,000,000
-

53,150,000

0.00%
100.00%

21.37%
15.14%

42.08%
0.00%

65,600,002

-

65,600,002

100.00%

18.69%

0.00%

Retained earnings
Total equity

43,255,021
237,005,023

65,667,977
140,667,977

(22,412,956)
96,337,046

-34.13%
68.49%

12.33%
67.53%

36.84%
78.92%

Total liabilities and
equity

350,950,120

178,244,952

172,705,168

96.89%

100.00%

100.00%

Loans payable
Bank loans
Advances from
officers & shareholders
Accrued expenses
Income tax payable
Total liabilities
Capital stock
Deposit for future stock
Stock dividend
distributable
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2012

2011

Cash
Cash increased by 1,424.02% to ₱90.43 million as of December 31, 2012 from ₱5.93 million as of
December 31, 2011. This increase was primarily due to receipt of cash from stockholders amounting to
₱53.15 million for the subscription of additional shares. Remaining increase in cash of ₱31.35 million
pertains to the net effect of the cash obtained from availment of loans of ₱75.00 million and cash used in
operations and investments amounted to ₱43.65.
Loans receivable
Loans receivable increased by 60.21% to ₱240.31 million as of December 31, 2012 from ₱150.00 million
as of December 31, 2011. This was primarily due to an increase in OFW Loans releases during the 3rd and
fourth quarter of 2012.
Property and equipment
Property and equipment decreased by 8.05% to ₱14.21 million as of December 31, 2012 from ₱15.46
million as of December 31, 2011. This decrease was primarily due to annual depreciation charges of
₱1.82 million notwithstanding the Company’s purchase of office furniture, fixture and office equipment
amounting to ₱578,568.
Other assets
Deferred tax asset
Deferred tax asset increased by 80.18% to ₱4.60 million as of December 31, 2012 from ₱2.55 million as
of December 31, 2011. This increase was mainly due to tax impact of impairment loss recorded during
the year.
Advances to employees and clients
Advances to employees and clients decreased by 287.55% to ₱3.94 million as of December 31, 2012
from ₱1.02 million as of December 31, 2011. This was attributable to the Company’s discontinuance of
advancing other deployment related expenses.
Loans payable
Loans payable increased by 300% to ₱100 million as of December 31, 2012 from ₱25 million as of
December 31, 2011. This was due to an increase in loans availment to fund working capital.
Accrued expenses and other payables
Accrued expenses and other payables includes unpaid utilities, professional fees, retirement benefit
obligations, withholding taxes and interest and among expenses. Accrued expenses and other payables
increased by 13.94% to ₱6.60 million as of December 31, 2012 from ₱5.79 million as of December 31,
2011. The increase was due to (i) accrual for retirement of employees; and (ii) accrued gross receipts tax
increase driven by substantial loan releases during the fourth quarter of 2012.
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Income tax payable
Income tax payable increased by 8.27%to ₱7.35 million as of December 31, 2012 from ₱6.79 million as
of December 31, 2011.This was primarily due to an increase in net income driven by growth in the
Company’s loan portfolio.
Capital stock
Deposit for future stock subscription
On June 29, 2012, the Company’s BOD and stockholders approved the application for increase in the
Company’s authorized capital stock from ₱75 million divided into 75 million shares of stock to ₱550million
divided into 550 million shares both with a par value of ₱1.00 per share. On the same day, the
Company’s BOD approved the declaration of stock dividends amounting to ₱65.60 million to be issued out
of the increase in authorized capital stock. Out of the increase, ₱118.75 million worth of shares were
subscribed and partly paid in the form of cash and partly issued as stock dividends. On December 11,
2012 and December 14, 2012, the stockholders subscribed to additional shares by paying cash
amounting to ₱53.15 million.
Stock dividend distributable
On June 29, 2012, the Company’s BOD approved the declaration of stock dividends amounting to ₱65.60
million or 65,600,002 shares at ₱1.00 par value. Stock dividends were issued out of a portion of the
increase in authorized capital. On February 13, 2013, the application for increase was approved by the
SEC.
Retained earnings
Retained earnings decreased by 34.13% to ₱43.26 million as of December 31, 2012 from ₱65.67 million
as of December 31, 2011. This was due to the declaration of stock dividends amounting to ₱65.6 million
offset by net income of ₱43.19 million.

Results of Operations
December 31, 2012 as compared to December 31, 2011
For the year-ended December 31, 2012, AG Finance reported interest income amounting to ₱82.45
million, reflecting a ₱6.42 million or 8.44% increase from the ₱76.03 million reported in 2011. This
increase was caused primarily by growth in loans receivable, as a result of aggressive expansion of the
Company’s loan portfolio.OFW Loans accounted for 90.88% of total interest income for the year,
maintaining a three-year trend as the Company’s primary source of revenue. On the other hand, interest
expense amounting to ₱3.90 million was booked in 2012, representing a decrease of 29.73% as
compared to the ₱5.55 million reported in 2011. Overall, AG Finance management’s aggressive growth
strategy led to the Company’s achievement of 11.45% growth in net interest income for 2012.
Other operating income amounting to ₱16.54 million was recorded for the year -ended December 31,
2012, indicating a 28.19% increase from the ₱12.90 million recorded for the year ended December 31,
2011. Processing fees increased by 51.08%, while other income, which includes penalties for delayed
payments and loan-pre-termination fees, decreased by 5.31%. More loans were granted in 2012 as
compared to the previous year, leading to an increase in revenues from processing fees. Other operating
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expenses for 2012 amounted to ₱28.08 million, representing an increase of 25.48% or ₱5.70 million from
the total incurred in 2011.
Net income for fiscal-year 2012 amounted to ₱43.19 million, a growth of 7.26% or ₱2.92 million from the
₱40.26 million earned during the previous year.

Financial Condition
December 31, 2012 as compared to December 31, 2011
Total assets as of December 31, 2012 amounted to ₱350.95 million, highlighting an increase of 96.89%
or ₱172.71 million from the ₱178.24 million booked in 2011. A substantial growth in loans receivable was
the main reason for this significant increase.
Cash as of December 31, 2012 amounted to ₱90.43 million, reflecting an increase of 1,424.02% or
₱84.50 million from the ₱5.93 million reported during the previous year. Additional investment by
stockholders towards year-end caused the significant increase in cash. Contrary, loans receivable
presented an increase of 60.21% or ₱90.31 million from the ₱150.00 million in 2011, stemming from
management’s plans to actively expand the Company’s loan portfolio by enhancing the efficiency of the
loan application process and heightened marketing efforts. The majority of the increase in loans
receivable stemmed from growth in loans granted to OFW’s, a key target market. On the other hand,
property, plant and equipment amounted to ₱14.21 million, a ₱1.24 million decrease from the previous
year’s totals, due to annual depreciation. No significant acquisition of property, plant and equipment
occurred during the year.
Total liabilities as of December 31, 2012 amounted to ₱113.95 million, an increase of 203.23% or ₱76.37
million from the total for 2011. This increase was caused by drawings on its credit lines with various
universal banks to support the business expansion. Conversely, accrued expenses and other payables
showed a nominal increase of 13.94% or ₱0.81 million from the previous year, du e to the inclusion of a
number of year-end accruals of other operating expenses.
The Company’s total equity as of December 31, 2012 was ₱237 .01 million, highlighting a ₱96.34 million
or 68.49% increase from the ₱140.67 million recorded as of December 31, 2011. This rise is attributable
to the additional ₱53.15 million infused by the shareholders as deposit for future stock subscription and
a ₱43.19 million increase in retained earnings, wholly attributable to the net income earned in 2012.

Vertical and Horizontal Analyses of Material Items
December 31, 2011 against December 31, 2010
Income Statements
Horizontal Analysis
2011
OFW Loans
Salary Loans
Cash in banks
Interest income

Increase/
(Decrease)

2010

%

Vertical Analysis
2011

2010

69,023,622
6,956,016
53,555

31,067,433
6,697,434
33,116

37,956,189
258,582
20,439

122.17%
3.86%
61.72%

90.78%
9.15%
0.07%

82.19%
17.72%
0.09%

76,033,193.00

37,797,983.00

38,235,210.00

101.16%

100.00%

100.00%
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Horizontal Analysis
2011
less: Interest expense
Net interest income
less: Impairment loss
Net interest income
after impairment loss
Processing fees
Penalties
Rent income
Unrealized forex
gains
Other operating
income

Increase/
(Decrease)

2010

%

Vertical Analysis
2011

2010

5,548,369
70,484,824
3,426,509

1,979,340
35,818,643
2,662,384

3,569,029
34,666,181
764,125

180.31%
96.78%
28.70%

7.30%
92.70%
4.51%

5.24%
94.76%
7.04%

67,058,315

33,156,259

33,902,056

102.25%

88.20%

87.72%

7,778,972
4,925,686
63,000

3,927,209
2,677,876
-

3,851,763
2,247,810
63,000

98.08%
83.94%
100.00%

10.23%
6.48%
0.08%

10.39%
7.08%
0.00%

137,249

-

137,249

100.00%

0.18%

0.00%

12,904,907

6,605,085

6,299,822

95.38%

16.97%

17.47%

6,991,143
5,432,072
1,623,487

6,739,438
2,824,887
1,315,433

251,705
2,607,185
308,054

3.73%
92.29%
23.42%

9.19%
7.14%
2.14%

17.83%
7.47%
3.48%

1,508,085

778,040

730,045

93.83%

1.98%

2.06%

1,096,158

1,417,797

(321,639)

-22.69%

1.44%

3.75%

1,228,063
763,880

903,372
1,073,800

324,691
(309,920)

35.94%
-28.86%

1.62%
1.00%

2.39%
2.84%

1,028,223

695,367
534,535

(695,367)
493,688

-100.00%
92.36%

0.00%
1.35%

1.84%
1.41%

Salaries and
employee benefits
Taxes and licenses
Depreciation
Contractual
services
Marketing and
collection fees
Communication
and utilities
Professional fees
Unrealized foreign
currency losses
Office supplies
Dues and
subscriptions
Insurance
Miscellaneous
Other operating
expenses

490,596
296,501
1,921,963

379,062
387,866
1,000,915

111,534
(91,365)
921,048

29.42%
-23.56%
92.02%

0.65%
0.39%
2.53%

1.00%
1.03%
2.65%

22,380,171

18,050,512

4,329,659

23.99%

29.43%

47.76%

Profit before tax
Tax expense
NET PROFIT

57,583,051
17,318,722
40,264,329

21,710,832
6,517,498
15,193,334

35,872,219
10,801,224
25,070,995

165.23%
165.73%
165.01%

75.73%
22.78%
52.96%

57.44%
17.24%
40.20%

Interest Income
For the year ended December 31, 2011, the Company recorded interest income of ₱76.03 million, which
was 101.16% higher than interest income of ₱37.80 million for the year ended December 31, 2010. The
increase was mainly attributable to growth in loans receivable.
Interest Income on OFW Loans
For the year ended December 31, 2011, the Company recorded interest income on OFW financing
program of ₱69.02 million, which was 122.17% higher than interest income of ₱31.07 million for the year
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ended December 31, 2010. The increase was attributable to a growth in loan releases to OFWs
amounting to ₱ 173.34 million in 2011 from ₱112.41 million in 2010.
Financial Income (Expenses)
Interest Income on bank deposits
For the year ended December 31, 2011, the Company recorded interest income on bank deposits of
₱53,555, which was 61.72% higher than interest income of ₱33,116 for the year ended December 31,
2010. This increase was attributable to higher interest income on bank deposits resulting from greater
average daily balance.
Interest Expense
For the year ended December 31, 2011, the Company recorded interest expense of ₱5.55 million, which
was 180.31% higher than interest expense of ₱1.98 million for the year ended December 31, 2010. The
increase was attributable to higher bank loan availments for the entire year.
Other Income
Processing fees
For the year ended December 31, 2011, the processing fees was ₱7.78 million, which was 98.08% higher
than the fees of ₱3.93 million for the year ended December 31, 2010. This was attributable to an increase
in OFW and Salary Loans which the Company charges to each borrower.
Penalties
For the year ended December 31, 2011, the penalties was ₱4.26 million, which was 83.94% higher than
the fees of ₱2.68 million for the year ended December 31, 2010. This was attributable to pre-termination
penalties charged to borrowers for early loan repayment.
Rent Income
For the year ended December 31, 2011, the rent income was ₱63,000. This was attributable to the
Company’s lease contract with Phil.Management, Inc. which started on June 1, 2011.
Operating Expenses
For the year ended December 31, 2011, operating expenses was ₱22.38 million, which was 23.99%
higher than the operating expenses of ₱18.05 million for the year ended December 31, 2010.


Taxes and licenses

For the year ended December 31, 2011, operating expenses related to taxes and licenses was ₱5.43
million, which was 92.29% higher than the operating expenses of ₱2.82 million for the year ended
December 31, 2010. This was attributable to an increase in gross receipts tax driven by a growth in
interest income and increase in documentary stamp taxes due to additional bank loan availments.
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Depreciation

For the year ended December 31, 2011, operating expenses related to depreciation was ₱1.62
million, which was 23.42% higher than the operating expenses of ₱1.32 million for the year ended
December 31, 2010. This was attributable to additional purchase of computer equipments, furniture
and fixtures and leasehold improvement.


Contractual Services

For the year ended December 31, 2011, operating expenses related to contractual services was ₱1.51
million, which was 93.83% higher than the operating expenses of ₱778,040 for the year ended
December 31, 2010. This was attributable to additional hiring of contractual employees.


Marketing and collection fees

For the year ended December 31, 2011, operating expenses related to marketing and collection fees
was ₱1.10 million, which was 22.69% lower than the operating expenses of ₱1.42 million for the year
ended December 31, 2010. This was attributable to a decrease of orders in marketing materials.


Communication and Utilities

For the year ended December 31, 2011, operating expenses related to communications and utilities
was ₱1.23 million, which was 35.94% higher than the operating expenses of ₱903,372 for the year
ended December 31, 2010. This was attributable to the half year utilities expense of the office space
the Company bought.


Professional fees

For the year ended December 31, 2011, operating expenses related to professional fees was
₱763,880, which was 28.86% lower than the operating expenses of ₱1.07 million for the year ended
December 31, 2010. This was primarily attributable to a decrease in audit fees for 2011 vis-à-vis the
expanded three year audit service fees covering the years 2008-2010.


Office supplies

For the year ended December 31, 2011, operating expenses related to office supplies was ₱1.03
million, which was 92.36% higher than the operating expenses of ₱534,535 for the year ended
December 31, 2010. This was primarily attributable to an increase in purchases of office supplies and
company uniforms.


Dues and subscriptions

For the year ended December 31, 2011, operating expenses related to dues and subscriptions was
₱490,596, which was 29.42% higher than the operating expenses of ₱379,062 for the year ended
December 31, 2010. This was primarily attributable to increase in additional association dues from
the office space the Company bought.


Insurance

For the year ended December 31, 2010, operating expenses related to insurance was ₱296,501,
which was 23.56% lower than the operating expenses of ₱387,866 for the year ended December 31,
2010. This was attributable to lower annual membership premium for the Company’s medical
insurance.
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Miscellaneous

For the year ended December 31, 2011, operating expenses related to miscellaneous was ₱1.92
million, which was 92.02% higher than the operating expenses of ₱1.00 million for the year ended
December 31, 2010. This was attributed to an increase in out-of-pocket expenses relating to audit
fees.
Balance Sheet

2011
Cash

2010

Horizontal Analysis
Increase/
%
(Decrease)

Vertical Analysis
2011

2010

5,933,575

10,101,968

(4,168,393)

-41.26%

3.33%

6.63%

149,995,293
15,457,460

128,465,905
11,065,100

21,529,388
4,392,360

16.76%
39.70%

84.15%
8.67%

84.37%
7.27%

2,552,084
3,942,553

1,585,601
1,017,303

966,483
2,925,250

1.43%
2.21%

1.04%
0.67%

363,987

27,988

335,999

60.95%
287.55%
1200.51
%

178,244,952

152,263,865

25,981,087

17.06%

0.20%
100.00
%

0.02%
100.00
%

25,000,000

75,000,000

(50,000,000)

14.03%

49.26%

5,790,772

12,050,024
6,550,669

(12,050,024)
(759,897)

-66.67%
100.00%
-11.60%

0.00%
3.25%

7.91%
4.30%

6,786,203

3,259,524

3,526,679

108.20%

3.81%

2.14%

Total liabilities

37,576,975

96,860,217

(59,283,242)

-61.20%

21.08%

63.61%

Capital stock
Deposit for future stock
Stock dividend distributable

75,000,000
-

30,000,000
-

45,000,000
-

150.00%
0.00%
0.00%

42.08%
0.00%
0.00%

19.70%
0.00%
0.00%

Retained earnings

65,667,977

25,403,648

40,264,329

158.50%

36.84%

16.68%

Total equity

140,667,977

55,403,648

85,264,329

153.90%

78.92%

36.39%

Total liabilities and equity

178,244,952

152,263,865

25,981,087

17.06%

100.00
%

100.00
%

Loans receivable
Property & equipment
Other assets
Deferred tax asset
Advances to employees & clients
Miscellaneous
Total assets
Loans payable
Bank loans
Advances from officers &
shareholders
Accrued expenses
Income tax payable

Cash
Cash decreased by 41.26% to ₱5.93 million as of December 31, 2011 from ₱10.10 million as of December
31, 2010. This decrease was primarily due to repayment of bank loans and advances from officers and
shareholders.
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Loans receivable
Loans receivable increased by 16.76% to ₱150.0 million as of December 31, 2011 from ₱128.47 million
as of December 31, 2010. This was primarily due to an increase in loan releases which occurred during
the fourth quarter of 2011.
Property and equipment
Property and equipment increased by 39.70% to ₱15.46 million as of December 31, 2011 from ₱11.07
million as of December 31, 2010. This increase was due to the acquisition of a new condominium unit
amounting to ₱5.55 million for business expansion. Total purchases are offset by normal depreciation of
properties and equipment. No impairment loss was recognized in 2011.
Other assets
Deferred tax asset
Deferred tax asset increased by 60.95% to ₱2.55 million as of December 31, 2011 from ₱1.59 million as
of December 31, 2010. This increase was mainly due to tax impact of impairment loss recorded during
the year.
Loans payable
Loans payable decreased by 66.67% to ₱25 million as of December 31, 2011 from ₱75 million as of
December 31, 2010. This was due to repayment of bank loans on December 21, 2011 amounting to ₱50
million.
Advances from officers and shareholders
Advances from officers and shareholders were fully paid amounting to ₱12.05 million.
Accrued expenses and other payables
Accrued expenses and other payables includes unpaid utilities, professional fees, retirement benefit
obligations, withholding taxes and interest and among expenses. Accrued expenses and other payables
decreased by 11.60% to ₱5.79 million as of December 31, 2011 from ₱6.55 million as of December 31,
2010. The decrease was due to accrual of audit fees in 2010 for years 2008-2010.
Income tax payable
Income tax payable increased by 108.20%to ₱6.79 million as of December 31, 2011 from ₱3.26 million as
of December 31, 2010.This was primarily due to an increase in net income driven by growth in the
Company’s loan portfolio.
Capital stock
The Company is authorized to issue 75 million common shares with a ₱1.00 par value. In 2011, the
Company issued additional 45 million additional shares as additional investment of stockholders.

70

Retained earnings
Retained earnings increased by 158.50% to ₱65.67 million as of December 31, 2011 from ₱25.40 million
as of December 31, 2010. This was due to an increase in net income to ₱40.26 million for the year ended
December 31, 2011 from ₱15.19 million for the year ended December 31, 2010.

Results of Operations
December 31, 2011 as compared to December 31, 2010
For the year-ended December 31, 2011, AG Finance reported interest income amounting to ₱76.03
million, reflecting a ₱38.23 million or 101.16% increase from the ₱37.80 million reported in 2010. This
increase was caused primarily by a growth in loans receivable, as a result of aggressive expansion the
Company’s loan portfolio. OFW Loans accounted for 90.78% of total interest income for the year,
maintaining a three-year trend as the Company’s primary source of revenue. On the other hand, interest
expense amounting to ₱5.55 million was booked in 2011, representing an increase of 180.3 1% as
compared to the ₱1.98 million reported in 2010. This increase is in line with management’s strate gy to
utilize credit lines with a number of universal banks to support operations. Overall, AG Finance
management’s aggressive growth strategy led to the Company’s achievement of 96.78% growth in net
interest income for 2011, reporting ₱70.48 million, effe ctively doubling the amount earned in 2010.
Other operating income amounting to ₱12.90 million was recorded for the year-ended December 31,
2011, indicating a 95.38% increase from the ₱6.61 million recorded for the year ended December 31,
2010. Processing fees increased by 98.08%, while other income, which includes penalties for delayed
payments and loan-pre-termination fees, increased by 91.42%. More loans were granted in 2011 as
compared to the previous year, leading to an increase in revenues from the processing of loan
applications. Other operating expenses for 2011 amounted to ₱22.38 million, representing a minimal
increase of 23.99% or ₱4.33 million from the total incurred in 2010.
Net income for fiscal-year 2011 amounted to ₱40.26 million, a growth of 165.04% or ₱25.07 million from
the ₱15.19 million earned during the previous year.

Financial Condition
December 31, 2011 as compared to December 31, 2010
Total assets as of December 31, 2011 amounted to ₱178.24 million, highlighting an increase of 17.06%
or ₱25.98 million from the ₱152.26 million booked in 2010. A substantial growth in loans receivable was
the main reason for this significant increase.
Cash as of December 31, 2011 amounted to ₱5.93 million, reflecting a decrease of 41.26% or ₱4.17
million from the ₱10.10 million reported during the previous year. Additional loan releases towards yearend as well as the timing of amortization payments from borrowers primarily caused such decrease.
Contrary, loans receivable presented an increase of 16.76% or ₱21.53 million from the ₱128.47 million
in 2010, stemming from management’s plans to actively expand the Company’s loan portfolio by
enhancing the efficiency of the loan application process and heightened marketing efforts. The majority
of the increase in loans receivable stemmed from superior growth in loans granted to OFW’s, a key target
market. On the other hand, property, plant and equipment amounted to ₱15.46 million, a ₱4.39 million
increase from the previous year’s totals, due to the acquisition of an office space that will house the
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Accounting and Collections groups of AG Finance. The commercial property is located at the same
building where AG Finance is currently headquartered.
Total liabilities as of December 31, 2011 amounted to ₱37.58 million, a decrease of 61.20% or ₱59.28
million from the total for 2010. This decrease was caused by the settlement of ₱50.0 million in loans
payable, as the Company decreased its drawings on its credit lines with various universal banks, rather
depended on additional capital infused by shareholder to further support operations. Conversely, accrued
expenses and other payables showed a nominal decrease of 11.60% or ₱0.76 million from the previous
year, due to the exclusion of a number of year-end accruals of other operating expenses.
The Company’s total equity as of December 31, 2011 was ₱140.67 million, highlighting a ₱85.26 million
or 153.90% increase from the ₱55.40 million recorded as of December 31, 2010. This rise is attributable
to the additional ₱45.0 million infused by the shareholders as paid -in capital and a ₱40.26 million increase
in retained earnings, wholly attributable to the net income earned in 2011.

Vertical and Horizontal Analyses of Material Items
December 31, 2010 against December 31, 2009
Income Statements
Horizontal Analysis
2010
OFW Loans
Salary Loans
Cash in banks
Interest income
less: Interest expense
Net interest income
less: Impairment loss
Net interest income
after impairment loss
Processing fees
Penalties
Rent income
Unrealized forex
gains
Other operating income
Salaries and
employee benefits
Taxes and licenses
Depreciation
Contractual services
Marketing and
collection fees
Communication and
utilities
Professional fees
Unrealized foreign
currency losses

Increase/
(Decrease)

2009

%

Vertical Analysis
2010

2009

31,067,433
6,697,434
33,116

15,918,471
5,840,560
35,438

15,148,962
856,874
(2,322)

95.17%
14.67%
-6.55%

82.19%
17.72%
0.09%

73.04%
26.80%
0.16%

37,797,983.00
1,979,340
35,818,643
2,662,384

21,794,469.00
2,315,972
19,478,497
1,012,172

16,003,514.00
(336,632)
16,340,146
1,650,212

73.43%
-14.54%
83.89%
163.04%

100.00%
5.24%
94.76%
7.04%

100.00%
10.63%
89.37%
4.64%

33,156,259

18,466,325

14,689,934

79.55%

87.72%

84.73%

3,927,209
2,677,876
-

1,863,285
872,363
-

2,063,924
1,805,513
-

110.77%
206.97%
0.00%

10.39%
7.08%
0.00%

8.55%
4.00%
0.00%

6,605,085

2,735,648

3,869,437

0.00%
141.44%

0.00%
17.47%

0.00%
12.55%

6,739,438
2,824,887
1,315,433
778,040

4,853,823
1,757,126
1,124,794
736,439

1,885,615
1,067,761
190,639
41,601

38.85%
60.77%
16.95%
5.65%

17.83%
7.47%
3.48%
2.06%

22.27%
8.06%
5.16%
3.38%

1,417,797

1,402,829

14,968

1.07%

3.75%

6.44%

903,372
1,073,800

628,535
182,790

274,837
891,010

43.73%
487.45%

2.39%
2.84%

2.88%
0.84%

695,367

239,749

455,618

190.04%

1.84%

1.10%
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Horizontal Analysis
2010
Office supplies
Dues and
subscriptions
Insurance
Miscellaneous
Other operating
expenses
Profit before tax
Tax expense
NET PROFIT

Increase/
(Decrease)

2009

%

Vertical Analysis
2010

2009

534,535

847,003

(312,468)

-36.89%

1.41%

3.89%

379,062
387,866
1,000,915

359,031
276,754
1,087,673

20,031
111,112
(86,758)

5.58%
40.15%
-7.98%

1.00%
1.03%
2.65%

1.65%
1.27%
4.99%

18,050,512

13,496,546

4,553,966

33.74%

47.76%

61.93%

21,710,832
6,517,498
15,193,334

7,705,427
2,318,506
5,386,921

14,005,405
4,198,992
9,806,413

181.76%
181.11%
182.04%

57.44%
17.24%
40.20%

35.35%
10.64%
24.72%

Interest Income
For the year ended December 31, 2010, the Company recorded interest income of ₱37.80 million, which
was 73.43% higher than interest income of ₱21.79 million for the year ended December 31, 2009. The
increase was mainly attributable to higher demand for loans and aggressive marketing efforts initiated by
the Company.
Interest Income on OFW Loans
For the year ended December 31, 2010, the Company recorded interest income on OFW financing
program of ₱31.07 million, which was 95.17% higher than interest income of ₱15.92 million for the year
ended December 31, 2009. The increase was attributable to a growth in loan releases to OFWs
amounting to ₱ 112.41 million in 2010 from ₱44.27 million in 2009.
Interest Income on Salary Loans
For the year ended December 31, 2010, the Company recorded interest income on Salary and Emergency
Loans of ₱6.70 million, which was 14.67% higher than interest income of ₱ 5.84 million for the year
ended December 31, 2009.The increase was attributable to additional loan releases and an increase in
Salary Loan borrowers.
Financial Income (Expenses)
Interest Expense
For the year ended December 31, 2010, the Company recorded interest expense of ₱ 1.98 million, which
was 14.54% lower than interest expense of ₱2.32 million for the year ended December 31, 2009. The
decrease was attributable to (i) a drop in interest rate for loans payable from 10.00% to 7.50% and (ii)
repayment of loan made on April, 2010 amounting to ₱25 million.
Impairment Loss
For the year ended December 31, 2010, the Company recorded impairment loss of ₱2.66 million, which
was 163.04% higher than impairment loss of ₱1.01 million for the year ended December 31, 2009. This
was primarily attributable to additional provision for past-due loans receivables.
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OTHER INCOME (EXPENSES)
Processing fees
For the year ended December 31, 2010, the processing fees was ₱3.93 million, which was 110.77%
higher than the fees of ₱1.86 million for the year ended December 31, 2009. This was attributable to an
increase in OFW and Salary Loans which the Company charges to each borrower.
Penalties
For the year ended December 31, 2010, the penalties was ₱2.68 million, which was 206.97% higher than
the fees of ₱872,363 for the year ended December 31, 2009. This was attributable to pre-termination
penalties charged to borrowers for early loan repayment.
OPERATING EXPENSES
Operating expenses increased by 33.74% or ₱4.60 million in 2010 from ₱13.50 million during the same
period in 2009. The increase is accounted for by the following:


Salaries and employee benefits

Increased by 38.85 % or ₱1. 9 million due to the additional hiring of employees.


Taxes and Licenses

Increased by 60.77 % or ₱1.07 million. This was attributable to an increase in gross receipts tax
driven by a growth in interest income and increase in documentary stamp taxes due to additional
bank loan availments.


Depreciation

Increased by 16.95%or ₱0.19 million attributed to the additional purchase of assets like computers
and furniture and fixtures.


Contractual services

Increased by 5.65% or ₱0.04 million due to the increase in minimum wage in 2010.


Communication and utilities

Increased by 43.73% or ₱0.28 million due to the increase in water and power consumption in 2010.


Professional fees

Increased by 487.45 % or ₱0.891 million due to the accrual made for audit services for the years
2008, 2009 and 2010 amounting to ₱ 0.800 million.


Office supplies

Decreased by 36.89% or ₱ 0.312 million primarily due to decreased acquisition of various office
supplies and company uniforms.
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Dues and subscriptions

Increased by 5.58% or ₱0.020 million due to the increase in monthly subscription of broadband SDSL
in latter part of 2009 and the increase in condominium association dues in 2010.


Insurance

Increased by 40.15% or ₱ 0.111 million brought about by the increase in annual membership
premium 2010.


Miscellaneous

Decreased by 7.98 % or ₱0.09 million primarily due to the decrease in bank charges and other petty
expenses.
Balance Sheet

2010

Horizontal Analysis
Increase/
%
(Decrease)

2009

Vertical Analysis
2010

2009

Cash
Loans receivable
Property & equipment
Other assets
Deferred tax asset
Advances to
employees & clients

10,101,968
128,465,905
11,065,100

4,343,790
68,381,877
12,016,155

5,758,178
60,084,028
(951,055)

132.56%
87.87%
-7.91%

6.63%
84.37%
7.27%

5.08%
80.01%
14.06%

1,585,601

577,844

1,007,757

174.40%

1.04%

0.68%

1,017,303

-

1,017,303

100.00%

0.67%

0.00%

Miscellaneous
Total assets

27,988
152,263,865

145,482
85,465,148

(117,494)
66,798,717

-80.76%
78.16%

0.02%
100.00%

0.17%
100.00%

75,000,000

25,000,000

50,000,000

200.00%

49.26%

29.25%

12,050,024
6,550,669

16,213,788
2,813,838

(4,163,764)
3,736,831

-25.68%
132.80%

7.91%
4.30%

18.97%
3.29%

Income tax payable
Total liabilities

3,259,524
96,860,217

1,227,208
45,254,834

2,032,316
51,605,383

165.60%
114.03%

2.14%
63.61%

1.44%
52.95%

Capital stock
Deposit for future stock
Stock dividend
distributable

30,000,000
-

30,000,000
-

-

0.00%
0.00%

19.70%
0.00%

35.10%
0.00%

-

-

-

0.00%

0.00%

0.00%

Retained earnings
Total equity

25,403,648
55,403,648

10,210,314
40,210,314

15,193,334
15,193,334

148.80%
37.78%

16.68%
36.39%

11.95%
47.05%

Total liabilities and
equity

152,263,865

85,465,148

66,798,717

78.16%

100.00%

100.00%

Loans payable
Bank loans
Advances from
officers & shareholders
Accrued expenses
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Cash
Cash increased by ₱5.76 million or132.56% due to drawings made on credit lines with a number of
universal banks and timing of amortization of payments made by borrowers.
Loans receivable
Loans receivable includes loans receivable and interest receivables from borrowers, both salary loans and
OFW loans.
Loans receivable surged to ₱128.47 million from the ₱68.38 million booked in 2009. The significant
growth in the Company’s loan portfolio was driven by the greater number of loan releases to OFW’s.
Property and equipment
Property and equipment decreased by ₱951,055 due to annual depreciation countered by purchases
amounting to ₱364,340 during the year. No impairment loss was recognized in 2010.
Other assets
Deferred tax asset
Deferred tax asset increased by ₱1 million or 174.40% mainly due to tax impact of impairment loss
recorded during the year.
Loans payable
Loans payable increased by ₱50 million or 200% as compared to last 2009. Additional bank loan was
obtained to finance the loan releases for 2010.
Advances from officers & shareholders
Advances from officers & shareholders decreased by ₱4.16 million or 25.68%. In 2010, the Company
minimized advances to and from officers and shareholders. Advances were repaid gradually.
Income tax payable
Income tax payable grew by 165.6% due increase in profit during the year whose corresponding tax was
still unpaid.
Retained earnings
Retained earnings increase of ₱15.19 million pertains to the net profit of the Company in 2010.

Results of Operations
December 31, 2010 as compared to December 31, 2009
In 2010, AG Finance booked interest income amounting to ₱37.80 million, a 73.4% increase of ₱16.00
million from the ₱21.79 million reported in 2009. This growth in interest income was a result of higher
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demand for loans and aggressive marketing efforts initiated by the Company. Heightened activity in the
Philippines’ deployment of manpower overseas led to the sizeable increase in OFW Loans. This market
continues to be the Company’s main source of revenues, as OFW Loans contributed 82.19% of total
interest income for the year. The Company recorded ₱1.98 million in interest expense for 2010, reflecting
a 14.5% or ₱0.34 million decrease from the ₱2.32 million reported in 2009. Interest expense arose from
the Company’s drawings on credit lines with a number of banks. These drawings are executed in the
form of promissory notes with terms ranging from three (3) to six (6) months, bearing interest rates
between 7.3% to 8.5% and 8.5% to 10.0% for 2010 and 2009, respectively. Lower interest rates
charged by the banks as well as the timing of drawings made by the Company caused the decline in
interest expense for 2010. The majority of loans payable as of December 31, 2010, were drawn during
the last quarter of the year.
In line with an increase in interest income, and a decrease in interest expense, net interest income grew
to ₱35.82 million in 2010, representing an 83.9% increase from the ₱19.48 million recorded during the
previous year.
Other operating income for fiscal-year 2010 stood at ₱6.61 million, a ₱3.87 million or 141.4% increase
from the ₱2.74 million reported in 2009. The growth of the Company’s loan portfolio led to an increase in
processing fees earned on loan applications, which accounted for 59.5% of other operating income in
2010. Other income, which pertains to penalties and additional interest charged by the Company on
delayed amortization payments, also grew to a total of ₱2.68 million in 2010, representing a 207.0% hike
from the amount booked in 2009. Other operating expenses for the year amounted to ₱18.05 million,
reflecting an escalation of ₱4.55 million or 33.74% from the previous period. This increase was a result of
the Company’s expanded operations for 2010.
The Company earned net income of ₱15.19 million for the year, an increase of ₱9.81 m illion or 182.0%
from the ₱5.39 million booked in 2009.

Financial Condition
December 31, 2010 as compared to December 31, 2009
As of December 31, 2010, total assets amounted to ₱152.26 million, reflecting a 78.2% increase,
equivalent to ₱66.80 million, from the ₱85.47 million booked in 2009. The increase in total assets in 2010
was due primarily to significant gains recorded in cash, loans receivable, and other assets.
The Company reported cash amounting to ₱10.10 million in 2010, an increase of ₱5.76 million or 132.6%
from the ₱4.34 million reported in 2009. This increase was caused by drawings made on credit lines with
a number of universal banks, and the timing of amortization payments made by borrowers. Similarly,
loans receivable for the year amounted to ₱128.47 million, representing a surge of 87.9% from the
₱68.38 million booked in 2009. This significant growth in the Company’s loan portfolio was driven by the
greater number of loan releases to OFW’s.
Total liabilities as of December 31, 2010 amounted to ₱96.86 million, highlighting an increase of 114.0%
or ₱51.61 million as compared to the ₱45.25 million reported in 2009. The increase in total liabilities was
a result of additions to loans payable, accrued expenses and other payables, and income tax payable.
In 2010, loans payable totaled ₱87.05 million, an increase of ₱45.84 million or 111.2% from the ₱41.21
million reported in 2009. This is primarily attributable to the increase in the Company’s credit line which
allowed for the drawing of more funds to finance additional loan releases. Accrued expenses and other
payables amounted to ₱6.55 million in 2010, representing an increase of 132.8% from the previous year.
This increase stemmed primarily from additional costs incurred due to expanded operations.
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The Company’s total equity as of December 31, 2010 was at ₱55.40 million, increasing by 37.8% from
the ₱40.21 million booked in 2009. This increase resulted from additions to retained earnings from the
net income earned for the year.

Key Performance Indicators
The key performance indicators presented below were selected to help the management of AG Finance in
evaluating the Company’s profitability, growth, efficiency, and financial stability, measures that will assist
in the generation of future plans as shown Table 9.
Three months
ended March 31
2013
2012
Gross loans receivables (in ₱
thousands)
Past-due loans(in ₱ thousands)
Past-due ratio 1
Non-performing loans(in ₱
thousands)
Non-performing loans ratio2
Interest income
Net interest margin 3
Return-on-equity 4
Earnings Per Share (in ₱)

Years ended December 31
2010
2011

2012

264,048

-

114,885

132,512

218,960

36,623
13.87%

-

19,975
17.39%

19,238
14.52%

24,717
11.29%

15,844
5.2%
37,298
60.33%
6.41%
0.13

15,658
34.66%
5.00%
0.10

4,407
3.3%
37,798
40.58%
31.78%
0.58

4,930
3.1%
76,033
56.98%
41.07%
0.83

13,624
5.3%
82,454
44.70%
22.87%
0.51

Table 9: Key Performance Indicators for 2010 to 2012 and for the Three Months Ended March 31, 2013
and 2012
Note:
(1) Past-due loans divided by Gross loans receivable
(2) Non-performing loans divided by Gross loans receivable
(3)Interest income less interest expense divided by average interest earning assets (Gross receivables)
(4) Net income divided by average Shareholder’s equity

Gross loans receivable
Gross loans receivable represents the Company’s total loan portfolio, particularly loans provided through
AG Finance’s OFW and Salary Loan programs. A larger portfolio would lead to a greater stream of
revenues, as each loan is charged a varying interest rate, equating to income for the Company. As of
March31, 2013, gross loans receivable amounted to ₱264.05million, an increase of 20.59% from the
₱218.96 million reported in December 31, 2012.
Past-due loans
Past-due loans represent loans that are not paid on the amortization date. Past-due loans ratio indicates
the proportion of past-due loans of the whole loan portfolio. A higher ratio may indicate that the
Company needs to improve its credit evaluation system as well as its collection process and practices in
order to minimize the occurrence of non-payment of loans. As of March31, 2013, AG Finance posted
past-due loans of ₱36.6 million translating to a past-due ratio of 13.87%.
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A 100% allowance, as required by the Financing Company Act, is set up for the following:
1. Past due loans for a period of more than six (6) months;
2. When the borrower, and his co-maker or guarantor, is insolvent or where their whereabouts is
unknown, or their earning power is permanently impaired;
3. Accrued interest receivable that remain uncollected after six (6) months from the maturity date of
such loans to which it accrues;
4. Accounts receivable past due for 361 days or more.
As of March 31, 2013, 67% of the total past due loans has 100% allowance for probable losses and only
P12 Million or 33% was not provided which accounts to past due loans of less than 6 months.
Non-performing loans
Non-performing loans are loans that have remained unpaid after 361 days. Non-performing loans ratio
indicates the proportion of non-performing loans of the whole loan portfolio. A higher ratio may indicate
that the Company needs to improve its credit evaluation system as well as its collection process and
practices in order to minimize the occurrence of non-payment of loans. As of March 31, 2013, AG Finance
posted non-performing loans of ₱15.8 million translating to anon-performing loans ratio of 5.2%.
Interest income
Interest income is the main source of revenue of AG Finance. This is earned from interest payments
arising from the Company’s existing OFW Loans and Salary Loans. A higher amount would indicate
growth in AG Finance’s loan portfolio and/or an increase in interest rates charged to borrowers. For the
three months-ended March31, 2013 the Company reported interest income of ₱37.30 million.
Net interest margin
Net interest margin relates to the effective income earned from interest-earning assets, taking into
consideration interest expense paid to creditors and lenders. For the three-months endedMarch31, 2013,
AG Finance recorded a net interest margin of 60.33%, greater than the 34.66% ratio in the same period
of 2012.
Return-on-equity
Return-on-equity (“ROE”) measures the amount of profit generated by the Company in relation to the
funds invested by shareholders. For the three months ended March 31, 2013, the Company presented
ROE of 6.41%.
Loans receivable
AG Finance maintains an allowance for impairment of 5% to 7% of the total gross loans receivables.
Loans that are past-due for more than 365 days are fully impaired by AG Finance, as the possibility of
collection is deemed unlikely. This allowance for impairment is reviewed annually by the Company. If
total allowance for impairment is greater than actual impairment, the established allowance is
maintained. However in the event that actual impairment is higher than the established allowance, the
Company will recognize an additional provision for impairment. Table 10 shows the loans impairment for
the three month ended March 31, 2013 and for 2010 to 2012.
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(in ₱)
Gross loans receivables
Allowance for impairment - January 1
Provision for impairment
Allowance for impairment - December 31
% of Gross loans receivables

Three months
ended March
31
2013*
264,048,203
14,489,268
9,973,690
24,462,958
9.26%

Years ended December 31
2010
2011
2012
114,884,945 132,512,412 218,959,914
3,081,863
5,744,247
9,170,756
2,662,384
3,426,509
5,318,512
5,744,247
9,170,756
14,489,268
5.00%
6.92%
6.62%

Table 10: Loans Impairment for the Three Months Ended March 31, 2013 and 2010 to 2012.

Product Trends
There are no known trends or demands, commitments, events, or uncertainties that will result in or that
are reasonably likely to resolve in the Company’s liquidity increasing or decreasing in any material way.

Any event that will trigger direct or contingent financial obligation that is material
to it, including any default or acceleration of an obligation
The Company is unaware of any event that will trigger direct or contingent financial obligation that is
material to it, including any default or acceleration of an obligation.

Material off-balance sheet transactions
There are no material off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships of the Company with unconsolidated entities or other persons
created during the reporting period.

Material commitments for capital expenditures
There are no material commitments for capital expenditures.

Known trends that impact the income
The Company is unaware of any trends, events or uncertainties that have or reasonably expected to have
a material favorable or an favorable impact on revenues and income from continuing operations. The
Company is unaware of events that will cause a material change in relationship between costs and
revenues.

Any significant elements of income or loss other than from continuing operations
There were no significant elements of income or loss that did not come from the Company’s continuing
operations.

Seasonal Aspects Having a Material Effect on Financial Condition and Results of
Operations
There are no seasonal aspects that had a material effect on the financial condition or results of
operations.
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THE INDUSTRY
The information presented in this section has been derived from various sources, and has not been
independently verified or prepared by the Company, the Issue Manager and Sole Underwriter or any of
their respective affiliates or advisors. The data presented hereunder are the latest figures available from
the relevant sources.

Philippine Financing Industry
Financing companies are corporations other than banks, investment houses, savings and loan
associations, insurance companies, cooperatives, and other financial institutions, organized primarily to
provide credit facilities to consumers and to industrial, commercial, or agricultural enterprises, through a
number of means: (1) by direct lending; (2) by discounting or factoring commercial papers or accounts
receivable; (3) by buying and selling contracts, leases, chattel mortgages, or other evidences of
indebtedness; or (4) by financial leasing of movable as well as immovable property. Republic Act No.
5980 (“Financing Company Act of 1969” or “R.A. 5980”) and R.A. 8556 granted the SEC the power and
authority to enforce the provisions contained in the said republic acts. It must be noted that financing
companies licensed to perform quasi-banking functions are under the supervision of the BSP.
Financing companies first came to prominence in the 1960s, as the Philippine economy was rapidly
expanding post World War II. The following two decades however proved tumultuous for the industry
due to the onset of the Martial Law era. The industry once again displayed growth and activity during the
1990s, as demand for consumer and small-medium-enterprise (“SME”) financing increased. The Asian
Financial Crisis of 1997 proved an obstacle in the sector’s sustained growth, as evidenced by the
multitude of non-performing loans during the crisis. In recent years however, as a result of the tightening
of credit policies by consumer banks, individuals and SMEs in need of financing assistance were forced to
locate funding from other sources such as financing companies.

Philippine Finance Association, Inc.
Philippine Finance Association, Inc. (“PFA”), previously known as the Philippine Association of Finance
Companies, Inc. (“PAFCI”), has been a key driver in the execution of reforms in the financing and leasing
industry since its incorporation in 1962. As the Philippine financing industry grew in size and influence,
the PFA was organized by the pioneers of the industry to assist in the formation of regulatory guidelines,
and to promote and monitor the practice of ethical standards within the conduct of business amongst its
members.
The PFA’s main function is to promote the general welfare of its member institutions and the entire
financing and leasing industry. PFA is an advocate for the formation of the industry’s formal set of rules
and regulations that will help create a more stable business environment for financing and leasing
companies. The PFA also maintains regular dialogue with Government agencies such as the SEC and the
BSP, for the further development and promotion of policies that are in the best interest of the industry.
The PFA played a crucial role in the drafting of R.A. 5980, which was passed into law on August 4, 1969.
This law authorized the SEC to supervise and regulate financing companies in the Philippines without
quasi-banking functions. Entities which performed quasi-banking activities were placed under the
supervision of the BSP. The PFA also assisted the Department of Trade and Industry in drafting the rules
and regulations for the implementation of R.A. 5980.
In November 1996, the PFA underwent a major overhaul, as the entry of commercial banks and savings
banks in the consumer finance business forced the PFA to amend its articles of incorporation and bylaws. The change allowed the PFA to accommodate banks and other financial institutions engaged in
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consumer financing to become members of the PFA. The proposed amendments and the renaming of the
PFA were approved by the SEC on July 1, 1997.
R.A. 8556 was signed on February 26, 1998 by then President Fidel V. Ramos. The PFA drafted the bill
with the vision of instituting the necessary reforms that will assist in making the financing sector a selfregulating industry.

The Philippine Overseas Filipino Worker Industry
A significant portion of the Philippines’ gross national income is attributable to remittances from OFWs. As
of December 2011, the CFO reported that there were approximately 10.46 million Overseas Filipinos,
which includes permanent migrants and workers with temporary and irregular employment contracts.
Remittances from these Overseas Filipinos are crucial to the Philippine economy, as it helps drive
domestic consumption and allows the Government to place less reliance on foreign debt.
Amidst the political instability experienced in the MENA, and the continued economic tension in the
United States and greater Europe, OFW remittances have remained a consistent contributor to Philippine
economic growth. According to the BSP OFW remittances for the 2012 amounted to USD21.39 billion, a
growth of 6.33% from the USD20.17 billion recorded for 2011. This consistent trend has been caused
primarily by sustained labor demand for Filipino workers in foreign countries. As long as the market for
OFWs continues to prosper, the Philippines will experience economic growth and may remain minimally
affected by the economic slowdown experienced in other parts of the world.
Remittance Trend
Chart 1below shows the amount of remittances from 2003 to 2012. Both remittances and deployments
showed a consistent upward trend for the period, with a CAGR of 10.93%. This performance was
maintained despite the global financial crisis of 2008, wherein the Philippines, particularly the OFW
industry, experienced minimal economic slowdown.

Chart 1: Remittances for 2003 to 2012
Source: (1) BSP
Note: Remittances refers to amounts coursed through the banking system

OFW Count by Area of Deployment
The Philippine OFW market has experienced consistent growth from 2009 to 2011, as evidenced by the
annual compounded growth rate of 8.78% experienced in the number of total land-based deployments to
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foreign countries. Of the top 10 countries reflected in the Chart 2, Singapore presented the highest
growth rate, increasing by a compounded annual growth rate of 39.15%. Malaysia and Kuwait ranks
second and third respectively with compounded annual growth rates of 32.29% and 12.64%.

Chart 2: Top Ten Land-based OFW Deployment Countries for 2009 to 2011
Source: POEA, Data available only up to 2011.

Chart 3 presents the percentage distribution of land-based OFWs according to country of destination for
the year 2011. As the total number of deployed OFWs for the year was estimated at 1.69 million, landbased workers accounted for approximately 1.32 million OFWs, while sea-based workers comprised an
estimated 347 thousand OFWs. Of the 1.3 million land-based workers, 66.8% or 736,874 individuals
were deployed to the Middle East, which is represented primarily by the countries Saudi Arabia, Kuwait,
United Arab Emirates, Qatar, and Bahrain. On the other hand, around 334,881 workers or 30.4% of the
total were deployed to the Asian region, which includes Hong Kong, Taiwan, and Singapore.

Percent Distribution of Land-based OFW
Deployment Areas for 2011
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Chart 3: Percent Distribution of Land-based OFW Deployment Areas for 2011
Source: POEA Overseas Deployment Statistics 2011
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Occupation
Chart 4summarizesthe percentage distribution of OFWs by job classification. From 2009 to 2011, the
majority of OFWs deployed were engaged in the production, services, and professional and technical
sectors. In 2011, 46.04% of OFWs deployed were classified as service workers, the highest percentage
for the category in the three year period. Service workers pertain to housekeepers, domestic helpers,
caregivers, cleaners, waiters, and bartenders. On the other hand, production workers accounted for
32.26% of deployed OFWs in 2011, the category’s lowest percentage in the last three years. Production
workers consist of machine-tool operators, construction painters, bricklayers, stonemasons, tile setters,
carpenters, welders, and pipe fitters. The demand for professional and technical workers has also posted
its highest mark in the period, accounting for 13.69% of deployed OFWs in 2008 to only 14.07% in 2011.
Professional and technical workers refer to mechanical and industrial engineers, technicians, pharmacists,
accountants, architects, nurses, and pilots.

Percent Distribution of Deployed Land-based
OFWs from 2009 to 2011 by Major
Occupational Group
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Chart 4: Percent Distribution of Deployed Land-based OFWs by Major Occupational Group for 2009 to
2011
Source: POEA Overseas Deployment Statistics 2011

The other occupational categories such as sales workers and clerical workers also reported a declining
trend as the number of sales workers deployments decreased from 2.39% in 2009 to 2.04% in 2011
while deployments of clerical workers decreased from 4.40% in 2009 to 3.22%. Clerical workers are
comprised of bookkeepers, cashiers, typists, etc. Sales workers pertain to shop assistants, shop
demonstrators, and news vendors. Administrative and managerial workers and agricultural workers have
both had minimal contributions to the number of OFWs deployed from 2008 to 2010. Managerial workers
include project managers and operations managers while agricultural workers refer to farmers,
fishermen, and hunters. Chart 5 illustrates the top 10 occupations for land-based OFWs as of 2011.
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Top Ten Occupations for Landbased OFWs for
2011
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Chart 5: Top Ten Occupations for Land-based OFWs for 2011
Source: POEA Overseas Deployment Statistics 2011

Regulatory Bodies and Agencies

Securities and Exchange Commission
The SEC is the agency responsible for securities laws and regulating the securities industry. The SEC’s
functions include (a) registration of securities; (b) supervision over all registered business entities in the
country, including suspensions and revocations of their registrations; (c) policymaking with regard to the
market in securities; (d) control over and approval of securities registration statements; and (e) power to
investigate violations of securities laws and to impose sanctions for such violations.
Financing Companies are required to secure special license from the SEC authorizing it to operate as a
financing company. Financing companies are subject to compliance in the submission of periodic reports
such as: (a) Special Form of Interim Financial Statements for Financing Companies; (b) General Form for
Financial Statements; (c) Audited Financial Statements; and (d) Compliance with Corporate Governance
Manual.

Philippine Overseas Employment Administration
POEA is an attached agency of the DOLE which is responsible for the promotion and development of the
overseas deployment program, the protection of the rights of OFWs, and the regulation and monitoring
of the private sector’s participation in the recruitment and overseas placement of OFWs. Some of the
functions of POEA include but are not limited to: (a) issuing licenses for private companies to engage in
overseas recruitment; (b) monitoring overseas job advertisements on print, TV, and broadcast; (c)
supervising the anti-illegal recruitment program of the Government; (d) accrediting foreign principals who
hire OFWs; (e) evaluating and processing employment contracts; (f) providing legal assistance to victims
of illegal recruitment; and (g) providing technical assistance in the drafting of bilateral and multilateral
agreements.
POEA operates three regional offices, which are located at La Union, Cebu and Davao. It also has several
regional extension units and satellite offices. POEA’s clientele is comprised of Overseas Filipinos, OFW
recruitment and manning agencies, foreign employers, non-government-organizations (“NGOs”), the
media, and the general public.
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POEA is led by the POEA Governing Board, which is headed by the DOLE Secretary and is comprised of
representatives of both land-based and sea-based sectors.
Commission on Filipinos Overseas
The CFO is a Government agency that was established to promote and uphold the interests of Filipino
immigrants and permanent residents, and to preserve and strengthen relationships with Filipino
communities overseas. Some of its functions include: (a) providing pre-departure orientation seminars to
Filipino emigrants; (b) providing younger generations of Filipinos overseas with opportunities to learn
Philippine history, language, and culture; and (c) assisting the Philippine President and Congress in the
formulation of policies and measures concerning Overseas Filipinos.
Overseas Workers Welfare Association
OWWA is a Government agency primarily responsible for the promotion and protection of the welfare of
OFWs and their dependents. OWWA is responsible for the repatriation of workers during war, epidemic
cases, and other man-made or natural events, and also for the reimbursement of fees from employers. In
the event of a non-reimbursement by a principal or employer, OWWA shall be responsible for all
repatriation costs pertaining to the OFW.
OWWA is also responsible for coordinating with government lending institutions to formulate financing
schemes for OFWs in need of financial assistance. The Migrant Workers Loan Guarantee Fund was
established in order to minimize illegal recruitment schemes.
Aside from the responsibilities mentioned above, OWWA is also responsible for: (a) facilitating the
implementation of the provisions stated in the Labor Code to promote the well-being of OFWs; (b)
providing OFWs with social and welfare services which include insurance, legal work assistance, cultural
and remittance services; and (c) ensuring the sustainability of funds through investment and fund
management policies.
Other Matters
The Company is not subject to regulation and supervision by the BSP. RA 7653 provides that the BSP
shall have, aside from supervisory powers over the operations of banks, regulatory powers over the
operations of finance companies and non-bank financial institutions performing quasi-banking functions
and institutions performing similar functions. The Company is not engaged in quasi-banking. In this
regard, the Company is not among those companies that are under BSP supervision. Therefore, BSP
exercises no regulatory or supervisory jurisdiction over the Company. Refer to the “Regulatory Matters –
Other Matters” section on page 127 of this Prospectus for more information.
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THE COMPANY
Overview
AG Finance, Incorporated (“AG Finance”) is one of the major players in the microfinance and consumer
loans industry serving the financial needs of Filipinos here and abroad. The Company was established on
December 14, 2001 primarily to provide worry-free short-term, unsecured credit facilities to permanent
rank and file employees of reputable medium-sized companies in the Philippines. In 2003, AG Finance
expanded its market coverage to include professionals and skilled workers in North America and the
Middle East.
Currently, the Company’s customer profile include: (i) professionals and skilled workers bound for
deployment overseas needing immediate funds to support their various needs in their country of
deployment, excluding legal and placement fees; and (ii) regularized employees of medium-sized
commercial enterprises based in the Philippines. The Company has grown significantly since it
commenced operations, expanding its microfinance and consumer loans to OFWs in over 20 countries
with concentration in Australia, Canada and Middle East. As of March 31, 2013, the Company has over
4,000 active borrowers. The Company is not dependent upon a single customer or a few customers, the
loss of any or more of which would have a material adverse effect on its operations.
Over the years, AG Finance has built its reputation in the market delivering its unique personalized
services with superior flexibility, productivity and efficiency. The Company aims to be one of the premier
financing institutions meeting the diverse needs of its OFW Loan and Salary Loan markets by offering the
best terms of credit, efficient service, and products that are suited to its clients’ needs.
The Company’s products are described as follows:


Salary Loans
This product is designed to give opportunity for local companies to provide an additional
medium for their employees to obtain quick salary and emergency loans. Salary and
Emergency Loans ranges from ₱10,000 to ₱50,000 payable over a term of 12 months via
salary deduction arrangement.



OFW Loans
This product is designed to provide short term loans to OFWs through a quick processing
loan application subject to compliance with certain eligibility requirements.OFW Loans ranges
from ₱50,0 00 and up payable over a term of 12 to 18 months via post dated checks.

For the three months ended March 31, 2013, AG Finance generated interest income amounting to ₱37.3
million and net income of ₱15.7 million, compared to interest income of ₱15.7 million and ₱7.2 million for
the same period in 2012.
For the year ended December 31, 2012, AG Finance generated interest income amounting to ₱82.5
million and net income of ₱43.2 million, compared to interest income of ₱76.0 million and ₱37.8 million
and net income of ₱40.3 million and ₱15.2 million for 2011 and 2010 respectively, translating to a CAGR
of 29.69% and 41.66% for interest income and net income respectively.
As of March31, 2012, the Company reported an outstanding gross loans receivable balance of ₱305.4
million (principal of ₱ 264.0 million and interest of ₱41.3 million), comprising of 4,674 accounts. In terms
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of ageing, 86.1% of the gross loans receivable portfolio is current and 13.9% is overdue. Of the total
overdue, 43.3% is beyond one year.

History and Recent Share Issuances
AG Finance was incorporated and registered with the SEC in 2001, with an initial authorized capital stock
of ₱10.0 million divided into 10.0 million common shares with a par value of ₱1.00 per share. Due to
continuous growth and expansion of AG Finance, a series of capital infusion were made by the
shareholders in 2006 and 2009. On August 24, 2006 the Company increased its authorized capital stock
to ₱30.0 million divided into 30.0 million common shares, of which 20.0 million common shares were
subscribed and paid-up. Subsequently, on June 16, 2009, AG Finance increased its authorized capital
stock to ₱75.0 million divided into 75.0 million common shares which were fully subscribed and paid -up.
On June 29, 2012, the Company’s BOD and stockholders approved the: (i) application for increase in its
authorized capital stock to ₱550.0 million divided into 550.0 million shares with a par value of ₱1 per
share and (ii) declaration of stock dividends amounting to ₱65.6 million or 65.6 million shares at ₱1 par
value.
The stockholders initially subscribed to such increase by paying cash amounting to ₱53.2 million. On
November 29, 2012, the Company presented and filed its application for the increase in its authorized
capital stock to the SEC which was formally approved by the SEC on February 13, 2013.
The Table 11 summarizes the movement in the shareholdings in the Company from December 31, 2012
to March 31, 2013.
Name of
Shareholder

Tony O. King
Charmainne O.
King
Sharone O. King
Felisa D. King
Joselyn C. Tiu
Marjorie Villanueva
Leila E. Jorge
Daleson G. Uy
Peter O. Kho
Total

Issued and
Outstanding
Shares as of
December 31,
2012
36,000,000
19,500,000
19,469,997
10,000
10,000
10,000
1
1
1
75,000,000

Stock Dividends
Received on
February 13,
2013
31,488,000
17,056,000
17,029,758
8,747
8,747
8,747
1
1
1
65,600,002

Additional
Shares
Subscription on
February 13,
2013
25,517,408
13,821,930

Issued and
Outstanding
Shares as of
March 31, 2013

13,800,663
0
0
0
9,999
0
0
53,150,000

50,300,418
18,747
18,747
18,747
10,001
2
2
193,750,002

Table 11: Shareholding Movements from December 31, 2012 to March 31, 2013
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93,005,408
50,377,930

Competitive Strengths
The Company believes that its principal competitive strengths enabling it to compete effectively in its
business are:
Continuous profitability anchored on aggressive growth strategy
In mid 2008, AG Finance’s management team initiated an aggressive growth strategy that involved a
renewed focus on OFW Loans as the Company’s primary target market. The strategy entailed increased
marketing efforts in the sector, and improved efficiency in the loan application process. The strategy has
proved effective, as for the past three years AG Finance has achieved significant growth in the its key
growth areas namely gross loans receivable, interest income, and net income. Gross loans receivables
increased by 65.2% in 2012, 15.3% in 2011, and 86.4% in 2010 representing a CAGR of 23.98% for the
three year period. Concurrently, interest income also increased by 8.44% in 2012 101.16% in 2011, and
73.4% in 2010 representing a CAGR of 29.69%. In line with this aggressive growth, AG Finance was able
to maintain profitability, as net income increased year-on-year, increasing by 7.26% in 2012, 165.01% in
2011, and 182.04% in 2010 representing a compounded annual growth rate of 41.66% for the three
year period. AG Finance’s management team believes that further growth can be sustained by its
continued focus on OFW Loan borrowers as its primary target market.
Focus on providing loans to higher-income borrowers within the OFW market
The majority of AG Finance’s loan portfolio is comprised of OFW Loans. In 2012, OFW Loans accounted
for 91.69% of the value of the Company’s total loan portfolio for the year. Within the OFW market, AG
Finance focuses on servicing OFWs who are employed as professionals and skilled workers. This subset
includes engineers, nurses, teachers, and other skilled workers such as painters, fabricators, mechanics,
pipe fitters, welders, and ship builders. Given their specialized occupations, these individuals command
more secure employment terms and higher compensation packages allowing for greater amount of
disposable income. AG Finance will continue to target these individuals since they normally have higher
loan requirements and lower propensity for payment delinquency.
Effective credit evaluation and loan collection system
AG Finance implements a credit evaluation process that enables the Company to minimize lending to
borrowers who present a higher propensity for payment delinquency. For OFW Loans, the Company
requires applicants to submit (i) finalized employment contracts approved by POEA and authenticated by
the Philippine Overseas Labor Office; (ii) approved working visas issued by the country of destination; (iii)
Overseas Employment Certificate issued by POEA; and (iii) confirmed flight tickets. These documents are
verified with the applicants’ respective manpower agencies to confirm veracity of the employment
contracts. OFW Loan borrowers are required to submit post-dated checks covering the required loan
amortization payments for the entire term. Salary Loan borrowers should be regular employees duly
endorsed by their respective employers. The automatic salary deduction mechanism agreed with the
employers ensures timely remittance of loan amortization payments. In case the Salary Loan borrower
resigns before completing payment of the Salary Loan, collection of the remaining balance of the Salary
Loan is effected via (i) deduction from the terminal pay and benefits to be received by the Salary Loan
borrower (ii) direct payment by the employee or co-maker.
These procedures allow AG Finance to assess applicants both fairly and effectively thereby limiting the
possibility of lending to individuals who will be unable to duly settle loans, whether by choice or due to
uncontrollable circumstances. Furthermore, all applicants are asked to identify and involve co-makers for
their loans, providing AG Finance with contingent options for repayment recourse.
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Strong brand recognition from target market
The Company believes that it has built a reputation as a reliable provider of microfinance and personal
loans evidenced by the number of referrals and testimonials it received from past borrowers. AG
Finance’s competitive interest rates and consistent service quality differentiates the Company from other
financing institutions that provide similar loan products. Past participation in several events frequented by
potential borrowers such as the Philippine Star Job Fair, the MOVE Expo, and the Jobstreet.com
Employment Fair has increased the Company’s visibility in the market.
Holistic client-centric service experience
AG Finance places emphasis on providing borrowers with a holistic client-centric service experience. This
philosophy is manifested in several of the Company’s practices, which includes tailor-fitting services to
suit borrower requirements such as quick loan releasing, flexible payment schedules, and extended
payment grace periods. Moreover, AG Finance has made it a priority to orient its OFW Loan borrowers on
budgeting strategies, cultural acclimation and remittance methods. Apart from these activities, AG
Finance constantly communicates with its borrowers throughout the loan term regarding issues,
legislations and regulations affecting OFW welfare and providing applicable assistance. All these activities
are performed in order to aid its borrowers in settling loan obligations with AG Finance.
Experienced team of financial services professionals
The Company has a team of experienced professionals with an average of 18 years experience in the
financial services industry. These professionals include those who were instrumental in initiating the
aggressive growth the Company has achieved in recent years. The Company believes that this market
experience and knowledge that its key officers and executives posses in the financial service industry will
continue to benefit the Company.

Business Strategies
The Company’s objective is to be one of the premier financing institutions catering specifically to shortterm financial needs of OFWs and employees of medium-sized enterprises. The Company intends to
achieve this objectives through the following strategies:
Unique OFW Loan Products with superior flexibility, productivity, and efficiency
The Company primarily focuses on its OFW Loans portfolio given its significant historical growth. In order
to further grow this portion of the loan portfolio, management continuously seeks innovative loan
products to cater to the evolving needs of the OFW professionals and skilled workers. New developments
would include expanding lending operations to broader customer base and expanding to uncovered
countries with high demand for OFW professionals and skilled workers.
Expansion of Salary Loan portfolio
AG Finance plans to increase the number of Salary Loan borrowers by targeting new partnerships with
reputable companies and encouraging existing Client-companies to promote and offer the Salary Loan
products to its employees. Salary Loan borrowers have historically presented a low loan default rate of
6.0% making the segment stable and attractive for expansion.
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Continued marketing efforts to sustain brand awareness
AG Finance aims to sustain its comprehensive marketing initiatives through the following activities:
publications, features, print ads, event sponsorships, promotional events, and collaboration with POEA
licensed recruitment agencies. The Company actively participates in activities sponsored by the Philippine
Financing Association, the Bankers Association of the Philippines and socially-directed activities through
the SM Foundation as means to promote brand awareness.
Efficient alignment of capitalization and loan portfolio
The Company intends to continue implementing an efficient capital building strategy to further strengthen
its capital position by availing of short-term credit lines from several universal banks with maturities from
six to 12 months for re-lending to its customers. The Company’s products are payable within six to 12
months enabling the Company to match its interest-earning assets and interest-bearing liabilities. AG
Finance’s capital strategy has proved effective evidenced by its timely repayment of its liabilities.

Organizational Structure
Chart 6 sets forth the Company’s corporate structure, organized by its principal departments as at
December 31, 2012.

President

Accounting
Department

Finance and
Administration
Department

Operations
Department

Collections
Department

Accounting Head

Finance and
Administration
Manager

Operations Manager

Collections Head

Accounting
Manager

Senior Finance and
Admin Officer

Senior Account
Officer

Senior Accountant

Junior Finance and
Admin Officer

Junior Account
Officer

Junior Accountant

Finance and Admin
Clerk

Loan Collection
Officer

Receptionist

Utilities Clerk

Chart 6: Organizational Chart
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Marketing
Department

Marketing Manager

Information
Technology
Department

Web Developer

System
Administrator

Accounting
The Accounting department’s primary responsibilities consist of the preparation of financial statements
and the management of Company cash levels. It also performs a review of loan payment schedules,
application requirements, and credit standings prior to the release of a loan.
Finance and Administration
The Finance and Administration department is responsible for loan collection processes as well as general
administration of the Company including monitoring of the loan portfolio, records management and
human resources.
Operations
The Operations department is in charge of handling loan application processes, serving as the primary
liaison between borrowers and the Company. Its primary responsibilities include: (i) accepting and
evaluating loan applications; (ii) orienting potential borrowers on Company policies; (iii) releasing of
loans; and (iv) maintaining communication with borrowers throughout the loan application and collection
processes.
Collections
The Collections department is primarily responsible for follow-up activities on past-due accounts. It
handles preliminary discussions with borrowers regarding the restructuring of loans.
Marketing
The Marketing department is responsible for the marketing and business development initiatives of the
Company which includes the maintenance of client relationships, the sourcing of new Client-companies,
the execution of promotional activities and the design of new products.
Information Technology
The Information Technology department is primarily responsible for the creation and development of the
Company’s website, and overall information technology troubleshooting.

Employees
As at March31, 2013, the Company had 26 regular employees. The breakdown of the employees per
department is presented in Table 12:
Department
Accounting
Collections
Executive
Finance
I.T.
Marketing
Operations
Total

No. of Employees
8
2
1
4
3
2
6
26

Table 12: Breakdown of Employees across Departments
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The Company does not intend to increase the number of its employees within the ensuing 12 months.
The Company believes that its relations with its employees are good and there have been no labor
stoppage since commencement of operations. There is no existing collective bargaining agreement
between the Company and any of its employees, and the Company’s employees are not part of any labor
union. Since its inception, the Company has not experienced any employee strikes or any threat of
strike.
The Company has adopted a compensation policy which it believes to be competitive within industry
standards. The Company has a funded pension plan covering all full-time employees considered as
having regular employment status. As at March 31, 2013, defined benefit liability amounted to ₱1.7
million. In addition, healthcare benefits are also provided to the employees. The average age of AG
Finance’s officers and employees is 36 years old.

Products Offered
AG Finance offers non-collateralized loans which can be used for various financing needs. The Company’s
loan products are personalized with variable interest rates, terms and fees, as well as minimal application
requirements. Processing of the loan can be as fast as one day providing borrowers an immediate access
to funds, as needed.
Salary Loans
Salary Loans are personal loans offered to regularized employees of Client-companies. Loans offered
through this facility are non-collateralized and have payment terms between 6 to 12months. The credit
limit and interest rates extended to borrowers are dependent on the employment tenure and the base
salary of the borrower.
Applicable interest rates for Salary Loans range from 1.85%-3.33% per month. Professionals are given an
interest rate of 1.85% per month, fixed income employees are given 2.00%-2.50% interest per month
and employees on a variable salary or commission basis are given an interest rate of 3.33% per month.
The maximum loanable amount will depend on the borrower’s basic salary and tenure.
The applicable interest rates changed from a minimum rate of 2% per month for the year ending
December 31, 2012 and quarter ending March 31, 2013 to the current rate of 1.85% per month and a
maximum rate of 3.75% per month for the year ending December 31, 2012 and quarter ending March
31, 2013 to the current rate of 3.33% per month as a result of the annual review of the interest rates by
the Company’s Credit Committee conducted every June 30 th of the year. Interest rates are not
compounded and are all simple interest computation.
As of March31, 2013, Salary Loans accounted for 6.9% or ₱18.2 million of AG Finance’s total loan
portfolio.
OFW Loans
OFW Loans are personal loans offered to professionals and skilled workers bound for deployment
overseas. Common uses for these personal loans include initial living expenses upon arrival at the country
of destination, and financial assistance for the borrower’s family. Similar to Salary Loans, OFW Loans are
non-collateralized and have payment terms ranging from 12 to 18 months. The maximum loan amount a
borrower can apply for is equivalent to two (2) months worth of salary and maximum amortization should
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not go beyond 30% of the borrower’s basic monthly salary. Monthly interest rates charged are dependent
on the borrower’s credit profile.
Applicable interest rates for specified professionals deployed Europe, Oceania and North America range
from 3.5%-3.9% per month. These cover OFWs who are granted longer visas and longer contract terms
of a maximum period of four (4) years. On the other hand, applicable interest rates for specified
professionals deployed to the Middle East, Asia and Africa range from 4.0%-4.5% per month. These
cover OFWs who are granted shorter visas and shorter contract term of a maximum period of two (2)
years.
The applicable interest rates of a minimum rate of 3.5% per month and a maximum rate of 4.5% per
month has not changed and the total interest rate vary for each borrower depending on the term of the
loan. An annual review of the interest rates by the Company’s Credit Committee is conducted every June
30th of the year to determine the competitiveness of the interest rates charged by the Company. Interest
rates are not compounded and are all simple interest computation.
As of March31, 2013, OFW Loans accounted for 93.1% or ₱245.9 million of AG Finance’s total loan
portfolio, in terms of value.

Remedial Management of Past Due Loans
The Company implements a step by step remedial managements of its past due loans. On the onset of a
borrower’s non-payment, AG Finance contacts the borrower and his/her respective co-makers to press
payment or possibly negotiate payment terms. Upon three consecutive non-payments, AG Finance allows
unfunded checks to bounce and sends demand letters to the borrower and his/her co-makers. After three
unanswered demand letters, AG Finance forwards delinquent loans to DebtKollect, Inc. for further
recourse. DebtKollect, Inc. sends collection letters to defaulted borrowers demanding immediate payment
of outstanding loans. Historically, the Company has not needed to file legal cases with any borrowers, as
the remedial management process through internal collection efforts and independent third party
collection agency, with the possibility of facing legal lawsuits, has served effectively in minimizing
payment deficiencies.
Chart 7 illustrates the Company’s remedial management of past due loans.
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Chart 7: Remedial Process

Table 13 depicts the Company’s past due loan ratio from 2010 to 2012 and for the three months ending
March 31, 2013.
Year

Past Due Ratio

Past Due Loans
(in P Millions)
20.0

2010

17.39%

2011

14.52%

19.2

2012

11.29%

24.7

2013

13.87%

36.6

Table 13: Past Due Ratio from 2010 to 2012 and for the three months ending March 31, 2013

The Company attributes the reduction in the past due ratio to the following:





Effective remedial management process;
Creation of a dedicated team which handles collection follow ups;
Increased salary qualification for OFW Loan borrowers; and
Payment by the co-maker of the amortization arrearages.
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Borrowers’ Profile
AG Finance offers its products to a broad category of borrowers. The nature of work of the borrowers
ranges from professional, production, service, administrative and managerial, sales, agriculture and
clerical as shown in Table 14.
Nature of Work

Description
These are OFWs who are licensed professionals
in the fields of business, healthcare, engineering,
and others. The Middle East and North America
are the regions that employ the most number of
OFWs classified as professionals.

Professionals

Production

Production workers refer to OFWs with bluecollar jobs such as carpenters, mechanics,
technicians, foremen, factory and construction
workers, seafarers, and welders, among others.
These workers are often referred to as “Skilled
Workers.” The regions with the highest demand
for Production workers are the Middle East and
Oceania.

Service

Service workers pertain to OFWs employed as
flight attendants, cooks, midwives, restaurant
managers, security guards, and waiters, etc. The
Middle East and Asia employ the most number of
service personnel among all regions.

Administrative and managerial

This job type relates to OFWs working as
department managers, assistant managers or
supervisors, controllers, and customer service
administrators. They are often referred to as
white-collar workers. Regions employing the
most number of administrative and managerial
OFWs are Asia and the Middle East.

Sales

These are OFWs employed as sales managers,
store managers, sales consultants, salesmen,
merchandisers and other sales and marketing
positions. The Middle East and Asia are the
leading destinations for OFWs engaged in Sales.

Agriculture

These are OFWs engaged in the area of farming,
fisheries, and livestock. New Zealand, Canada
and Japan are the primary destinations for
Filipino agricultural workers.

Clerical

OFWs employed as executive assistants, clerks,
cashiers, and receptionists are included in this
classification. The Middle East is the region that
employs the most number of clerical OFW
workers.
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Table 14: Description of Borrowers' Profile

Loan Application and Approval Process
A loan application and approval process takes two days on average (processing time ranges from two to
three business days), subject to the submission of all documentary requirements. The Company also
requires borrowers to have two co-makers with similar credit profile, to mitigate risks of default. In cases
wherein the applied loan is less than ₱50,000 and the borrower’s monthly salary is at least ₱20,000, the
Company allows the borrower to have one co-maker. The Charts 8 and 9 present AG Finance’s loan
application, approval and collection processes for its OFW and Salary Loans.
OFW Loans

Chart 8: OFW Loans Booking Process

1) OFW borrowers are required to accomplish an application form, which are available at the
Company’s principal office and its corporate website. Basic information such as the Borrower’s
marital status, residence address and employment are detailed in the application. In addition,
supporting documentation must be submitted together with the application form, as itemized
below:





Duly-accomplished loan application form;
Social Security System identification number;
Tax Identification Number;
Signed Promissory Note and Disclosure Statement of Loan;
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Updated resume;
Three pieces of a recent 2x2 picture;
Valid passport;
Two valid IDs (Government issued; must bear the borrower’s signature as indicated in
the application form; must contain clear information on the borrower)
Proof of Billing or Barangay Clearance (recent and must contain the borrower’s name and
residence address);
Job offer or Official Employment Contract (must bear the signature of both the employer
and employee; must reflect current salary, employment duration and working
conditions);
Signed post-dated checks (from a commercial bank, with co-maker/s as joint account
owner);
Bank certification (applicable only to borrowers and co-makers with existing bank
checking accounts);
Valid visa to the country of deployment (should cover length of employment contract)
Valid POEA Official Employment Contract; and
Valid plane ticket.

The following are the documentary requirements for Co-makers:









Updated resume;
Three pieces 2x2 recent picture;
Two valid IDs (Government issued; must bear the co-maker’s signature as indicated in
the application form; must contain clear information of the co-maker);
Proof of income/employment;
 For employed co-makers: (a) Valid employment contract; (b) Last six months
certificate of employment; (c) Pay slips (two full months) and
 For self-employed co-makers: (a) Business permit (b) Income Tax Return (“ITR”); (c)
audited financial statements
Proof of Billing or Barangay Clearance (recent and must contain the co-maker’s name
and residence address);
Sketch of residence coming from the main road; and
Authorization letter (signed by the borrower; applicable only to a co-maker whose
borrower is currently abroad and would like to avail of a loan).

2) A Front-line officer (“Front-liner”) is responsible for the compilation of the necessary document
requirements provided by the borrower. The Front-liner performs initial screening on the loan
application by verifying the correctness of the loan application form and documentation
submitted. Once the loan application has been finalized, the Front-liner forwards the loan
application to the Account Officer.
3) Upon receipt of the loan application from the Front-liner, the Account Officer verifies the
information presented by the borrower. The Account Officer prioritizes evaluating the authenticity
of the employment visa and other permits, the employment contract, the confirmed departure
flight, and the profile of the Applicant’s chosen co-maker/s. The following are the criteria used by
the Account Officer to evaluate the loan application:


Monthly salary and loan amount;
 For non-Middle East countries: Minimum monthly salary of USD1,000 (as stated in
the employment contract), minimum loan amount of ₱50,000;
 For Middle East countries: Minimum monthly salary of USD1,000 (as stated in the
employment contract), minimum loan amount of ₱50,000; and
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For both Middle East and non-Middle East countries: Maximum loan amount shall be
twice the monthly salary provided that the monthly amortization will not exceed 30%
of the Applicant’s expected monthly salary.
Minimum contract length of one year;
Valid visa to the country of deployment (should cover length of employment contract);
and
Co-maker qualifications
 Philippine resident;
 Monthly income of at least ₱10,000 (supported by two months pay slips); and
 1st degree relative.

4) Once all pertinent information has been verified, the Account Officer speaks to the borrower to
discuss the preliminary terms of the loan, specifically the interest rate to be charged, the length
of the loan term, and payment schedules. In facilitating this type of interaction, the Account
Officer is able to assess the attitude of the borrower with respect to AG Finance’s rules and
regulations. If a borrower exhibits doubtful commitment in complying with Company policies, the
Account Officer may choose to recommend the loan application’s non-approval. Once the
borrower agrees to the loan terms, the Account Officer sends the loan application, with
accompanying recommendation, to the Operations Head for initial approval.
5) The Operations Head reviews the loan application, taking into consideration the Account Officer’s
recommendation. The approved loan application is then sent to the Credit Committee, for final
approval.
6) The Credit Committee, which meets weekly, evaluates the loan application for approvalA memo
regarding the approved loan application is then sent to all departments, triggering the
commencement of succeeding activities leading to the release of the loan. For applications with
incomplete documents, the approval will be conditional and the release of the loan is subject to
completion of the required documents. The Credit Committee is composed of the Accounting
Head, the Finance Head, and the President.
7) Upon receipt of the Credit Committee’s approval through the Company’s system, Accounting
begins reviewing the borrower’s documentation, particularly computations relating to the
payment schedules. Once accomplished, Accounting prepares the check for releasing. The signed
check is then passed to the Account Officer, for release to the borrower.
8) Prior to the actual release of the loan, the borrower is required to open a checking account with
any of AG Finance’s preferred banks. This checking account will be used as the primary payment
medium for loans, as AG Finance will deposit the Applicant’s post-dated checks on specified dates
to collect loan payments. Upon the surrender of the post-dated checks, the Account Officer reorients the Applicant regarding possible methods for funding the account and releases the loan.
9) Upon release of the loan, the Account Officer accomplishes the loan release form for the
borrower, and forwards the document to all departments. Accounting then encodes pertinent
information regarding the released loan and the respective Borrower on the main database. The
Account Officer gives the post-dated checks to Finance for safekeeping.
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Salary Loans

Chart 9: Salary Loans Booking Process

1) Salary Loan borrowers are required to accomplish an application form, which are available at the
Company’s principal office and its corporate website. Basic information such as the Borrower’s
marital status, residence address and employment are detailed in the application. In addition,
supporting documentation must be submitted together with the application form, as itemized
below:
 Duly -accomplished loan application form;
 SSS identification number;
 TIN;
 Signed Promissory Note and Disclosure Statement of Loan;
 Signed Authority to Deduct; and
 Community Tax Certificate.
2) Upon receipt of the loan application, the Account Officer verifies the information presented by the
borrower by consulting with the latter’s respective employer. The Account Officer prioritizes
evaluating the employment status of the borrower, the actual monthly salary, and the co-makers
identified for the loan. Additionally, the Account Officer also confirms if the borrower has any
outstanding balances from previous loans. A new loan will not be approved until all of the
borrower’s prevailing balances are settled. The following are the evaluation criteria used by the
Account Officer to evaluate the loan application:




Maximum loan amount which will be based on the borrower’s basic salary and tenure;
 1-2 years of service: one and a half times the basic salary;
 2-3 years of service: twice the basic salary; and
 3-5 years of service: thrice the basic salary.
Co-maker requirements (a co-maker must be a fellow employee of the borrower and can
only be a co-maker for up to two loans); and
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Payment blacklist (an individual cannot obtain a new loan if he/she has balances from
previous loan).

3) Once all pertinent information has been verified, the Account Officer discusses with the borrower
the preliminary terms of the loan, specifically interest rates to be charged and the length of the
loan term. Once the borrower agrees to the loan terms, the Account Officer sends the loan
application, with an accompanying recommendation, to the Senior Salary Loan Officer for initial
approval.
4) The Senior Account Officer assesses the loan application, taking into consideration the Account
Officer’s recommendation. The approved loan application is then sent to the Credit Committee,
for final approval.
5) The Credit Committee, which meets weekly, evaluates the loan application for final approval. A
memo regarding the approved loan application is then sent to all departments, triggering the
commencement of succeeding activities leading to the release of the loan. For applications with
incomplete documents, the approval will be conditional and the release of the loan is subject to
completion of the required documents.
6) Upon receipt of the memo from the Credit Committee regarding the approved loan application,
Accounting reviews the borrower’s documentation, particularly computations relating to the
payment schedules. Once accomplished, Accounting prepares the check for releasing. The signed
check is then passed to the Account Officer, for release to the borrower.
7) Prior to the actual release of the loan, the Account Officer re-orients the borrower regarding the
periodic salary deductions that will be imposed by the employer in coordination with AG Finance.
These salary deductions will serve as the borrower’s loan payments. The Account Officer then
proceeds with the release of the loan.
8) Upon the release of the loan, the Account Officer completes a loan release form for the Borrower,
and forwards the document to all departments. Accounting then encodes pertinent information
regarding the released loan and the respective Borrower on the main database.
Borrowers whose applications were disapproved by the Company can re-apply provided that they have
addressed the specific reasons for the disapproval of their application including among others (i)
completion of documentary requirements; and (ii) right sizing of loan amount commensurate to their
earning capacity.
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Loan Collection Process
The Charts 10 and 11 show the Company’s Loan Collection processes for its OFW and Salary Loans.
OFW Loans

Chart10: OFW Loan Collection Process

1. Upon loan release, the borrower provides AG Finance with signed post-dated checks
which will serve as payment for the monthly loan amortizations. These PDCs will be
placed under the safekeeping of the Finance department.
2. On the payment date, a representative from the Finance department deposits the check.
3. At the end of the collection day, the Finance department identifies unfunded checks and
provides lists to the Collections and Operations departments.
4. For payments received, the Collections department prepares an official receipt.
5. For an unfunded check, the Collections and Operations department contacts the
borrower and named co-maker/s, respectively, to press collection.
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6. Once the borrower or co-maker responds to the call of the Account Officer or Collections
representative, he may negotiate terms and options for payment including the re-deposit
of checks, loan restructuring, and loan pre-termination.
7. If the borrower does not settle with AG Finance, the Finance department will re-deposit
the unfunded check together with the succeeding post-dated check on the next payment
date.
8. In the event of three consecutive non-payments by the borrower and the check is
dishonored by the bank, the Collections department will then send a demand letter on
the next day immediately after the third non-payment to both the borrower and his comaker/s.
9. After the sending of three demand letters with no response from the borrower or his comaker/s, the Collections department will forward the account to AG Finance’s legal
counsel for further action. At this point, the loan receivables recorded for the specific
account will be fully-impaired.
Salary Loans

Chart11: Salary Loan Collection Process

The Accounting department of AG Finance submits 15 days before the scheduled payment date a
collection list of borrowers and their corresponding loan amounts due for the period to the
accounting/finance department of the respective Client-company.
1. The accounting department of the Client-company will then deduct the loan payment amount
from the salary of the borrower. The salary deduction will be reflected in the pay slip of the
borrower.
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2. In the event of insufficiency of the borrower’s compensation arising from such cases as absence
without leave and termination of employment, AG Finance will request the Client-company to
deduct the scheduled loan payment from the co-maker/s of the borrower.
3. The Client-company remits the collected loan payments to AG Finance within 10 days from the
prescribed payment date.
4. Upon receipt of payment, AG Finance sends an official receipt to the Client-company.

Client-companies
AG Finance provides Salary Loans to employees of several Client-companies which accounts for 6.98% of
the Company’s loan portfolio as of March 31, 2013. The notable Client-companies are David Salon, Inc.
and Emirate Security and Maintenance Systems, Inc. which accounted for 87.9% of the Company’s Salary
Loans portfolio.
Table 15 shows the Company’s current Client-companies.
Client Company
David’s Salon, Inc.

Description
Established in 1989 by Mr. David Charlton to
provide hair-styling services to the Philippine
market. Mr. Charlton is an English expert
hairdresser, formerly of the Rever Salon at the
Mandarin Oriental Makati, who decided to open
his own brand of salon establishments that could
provide quality services at more affordable rates.
DSI currently operates over 200 branches
nationwide.

Emirate Security and Maintenance Systems, Inc.

Established in 1992 and is a member company of
EMME. With approximately 6,000 security guards
deployed nationwide, EMME aims to be one of
the prime providers of security services in Asia.
The group has been recognized by the Philippine
National Police and a number of private
institutions as a quality provider in the security
services industry. EMME’s list of clients includes
Ayala Land, Inc., Honda Philippines, Inc., and
San Miguel Corporation.

LA-Fitness, Inc. &Gold’s Gym Philippines

Operators of Gold's Gym in the Philippines.

Carmelray Industrial Corp.

Is the owner of a sprawling 270 hectare fully
integrated industrial estate located in Canlubang,
Laguna.

Viventis Solutions, Inc.,

Is an executive search and human capital
consulting company with practice areas for
corporate
officer,
consumer
markets,
telecommunications and wireless services, call
center and outsourcing, information technology,
and financial services industries.
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Client Company
Allied International Manpower Services, Inc

Description
Is a land-based recruitment agency founded in
1995.

Rudy Project

A sports accessories manufacturer known for its
sports eyewear, watches, and bags.

Table 15 Salary Loan Client-companies

Credit Providers
AG Finance sources funds from banks by availing of short-term loans and other credit facilities. Currently,
AG Finance has active credit line agreements with a number of universal banks, such as China Banking
and BDO. For a detailed discussion on the material contracts entered into by AG Finance and these
universal banks, please refer to “Material Contracts – Credit Line and Surety Agreements” beginning on
page 144 of this Prospectus.

Marketing Activities/Events
AG Finance participates in activities and events intended to promote awareness among its target
customers. Some of the activities and events include:
Philippine Star Job Fair
The Philippine Star holds a yearly two-day job fair in different parts of the country to assist fresh
graduates and jobseekers in their attempts to locate employment opportunities. Most of the attendees
are from the business process outsourcing and retail sectors.
MOVE Expo
The Migration, Overseas Opportunities, Visas & Employment Expo (“MOVE Expo”) is a trade fair that aims
to provide assistance to Filipinos with regard to migration and overseas employment. The event features
various companies engaged in the industry, specifically Government agencies, migration consultancy
firms, banking and remittance companies, hotels, local and foreign recruitment agencies, private
financing institutions, and travel agencies. Some of the key features of the event include one-on-one
consultations and panel discussions on issues related to migration and foreign employment.
JobStreet.com
JobStreet.com (“JobStreet”) was established in 1995 and has grown to become one of the leading online
recruitment websites in the Asia Pacific region. Jobstreet provides recruitment services to both
international and local corporations and is currently serving clients in the Philippines, Malaysia, Singapore,
India, Indonesia, Thailand, and Japan. AG Finance was a sponsor of the Jobgantic Career Fair 2011, a
pinnacle JobStreet event featuring information booths manned by various corporations in the country.

Competitors
AG Finance considers the following companies as its closest competitors in the financing industry:
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Asialink Finance Corporation
Established in June 1997, Asialink Finance Corporation (“Asialink”) was initially engaged in the business of
appliance financing. In the year 2000, Asialink began providing personal loans to businessmen, doctors,
and professionals. Currently, Asialink offers a wide range of short-term collateralized and noncollateralized loan products which includes personal loans, doctor’s loans, salary loans, franchising loans,
appliance loans, educational loans, allottee loans, beneficiary loans, motorcycle loans, truck loans, car
loans, real estate loans, and medical assistance loans.
Global Dominion Financing Incorporated
Global Dominion Financing Incorporated is a financing company that offers a variety of loan products,
including business loans, finance leases, doctor’s loans, tuition fee loans, migrant’s loans, salary loans,
pensioner’s loans, motorcycle financing, and public-utility-vehicle loans.
Macondray Finance Corporation
Macondray Finance Corporation (“MFC”) was established in 1991 with the primary purpose of providing
seafarer loans to marine professionals bound for deployment overseas. These loans are intended to assist
seafarers with their pre-departure financial needs. Apart from seafarer loans, MFC also provides
budgeting and investing orientations. MFC aims to provide efficient financing services by charging
competitive interest rates and ensuring quick loan processing.
Nittan Capital Finance Inc.
Nittan Capital Finance Inc. (“Nittan”) was incorporated and registered with the SEC on May 3, 2002.
Nittan’s primary purpose is to extend credit facilities to consumers and to industrial, commercial, and
agricultural enterprises through direct lending, sales finance, and other evidences of indebtedness,
without engaging in quasi-banking functions. Nittan’s ultimate corporate parent is Central Tanshi
Company Limited, a Japanese company engaged in the dealing and brokering of call loans, money, and
commercial papers.
PJH Lending Corporation
PJH Lending Corporation (“PJH”) was registered with the SEC in 1999 as a financing company based in
Cebu City and is primarily engaged in the business of lending and chattel mortgage services.
Universal and Commercial Banks
Certain universal and commercial banks offer personal loans which may compete with the Salary Loan
offered by the Company.

Legal Proceedings
The Company or any of its properties are not presently party to, or subject of, any legal proceedings. In
the ordinary course of business, the Company may become a party to various legal actions which are
routine and incidental to the operation of its business. In the opinion of the Company’s management, in
the event the Company undertakes such legal action, the outcome and potential liability are not likely to
have a material adverse effect on the Company’s business, financial condition, and results of operations.
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Insurance
The Company maintains adequate insurance for its properties with reputable insurers to cover any loss or
damage it may suffer and ensure continuity of operations. The Company believes that its insurance
policies are sufficient to cover loss or damages to its properties, and are generally in line with industry
practice.

Intellectual Properties
The Company does not have and its business is not dependent on any intellectual property. Furthermore,
the Company has no patents, trademarks, copyrights, licenses, franchises, concessions and royalty
agreements.

Governmental Approvals
All Government approvals and permits issued by the appropriate Government agencies or bodies which
are material and necessary to conduct the business and operation of the Company were obtained by the
Company and are in full force and effect, vis:
1.
SEC Registration;
2.
BIR ;
3.
Mayor’s Permit;
4.
SSS;
5.
Philhealth; and
6.
Pag-ibig Fund.
Other than the foregoing, the Company is not required to secure other permits or approvals for its
business operations. There is a possibility that the Government may impose certain regulations which
may include securing special permits, imposing regulatory fees and control over the Company’s products.
However, in such case, these will not be a hindrance on the Company’s business and would have no
material adverse effects on its operations.

Environmental Matters
The Company places critical importance on environmental protection. To further this aim, the Company
undertakes measures which it believes will reduce the impact of its operations on the environment as well
as to reduce its operating costs.
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DESCRIPTION OF PROPERTIES
AG Finance’s main office is located at Unit E 2205A, Tektite Towers Condominium, Ortigas Center, Pasig
City, Philippines. The Company owns three commercial units and five parking spaces in the building,
amounting to a total area of 509.5 square meters. The commercial units and parking spaces are subject
to relevant condominium laws as well as the rules and regulations of the condominium association.
Specific details on each of the properties are described in the Table 16:
Unit Type
Office space
Office space
Office space
Parking space
Parking space
Parking space
Parking space
Parking space
Total

Unit Number
E 2205 A
E 2204 C
E 2204 D
P-343
P-344
P-345
P-346
P-3283

Area (square meter)
227
110
111
12.5
12.5
12.5
12.5
12.5
510.05

Table 16 Salary Loan Client-companies

The Company does not intend to acquire additional properties in the next 12 months.
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BOARD OF DIRECTORS AND SENIOR MANAGEMENT
Board of Directors
The Board of Directors of AG Finance consists of seven members and shall hold office for a term of one
year, or upon the election of its successors. The Board is responsible for the Company’s overall mission
vision and strategy, management of the Company, and the preservation of the Company’s assets and
properties. For a person to be eligible to be elected as a director of the Company, it is necessary that he
or she is a registered owner of at least one voting share of the Company.
Section 38 of the Securities Regulation Code requires that at least two members of the Board to be
independent directors.
Table 17 presents the Company’s Board elected during the most recent annual stockholders’ meeting
held on June 18, 2013 and are to serve until the next annual shareholders' meeting or until their
successors have been duly elected and qualified.
Name
Tony O. King
Leila E. Jorge
Sharone O. King
Charmainne O. King
Joselyn C. Tiu
Atty.Peter O. Kho
Daleson G. Uy
Atty. Christine P. Base

Age
63
43
34
30
50
38
31
42

Citizenship
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino

Table 17Companies Officers and Directors

Position
Chairman
President
Director, Treasurer, Finance Head
Director
Independent Director
Independent Director
Independent Director
Corporate Secretary

Described below are relevant business experience and qualifications of each of the Company’s directors
covering the past five years.
Tony O. King, Chairman. Mr. King first engaged in business at the age of 24, trading textile and
garments locally and in some countries in the Southeast Asian region like Singapore and Indonesia. Mr.
King is also the current Chairman and CEO of Armstrong Pacific Co., Incorporated
Leila E. Jorge, President. Ms. Jorge holds a Bachelor of Science degree in Commerce majoring in
Economics from St. Scholastica’s College. Prior to joining the Company, she served as a Senior Assistant
Vice President of Security Bank Corporation’s Branch Banking Group. She also held various positions in
Marketing and Research with BDO, Planters Development Bank, and Philippine Savings Bank.
Sharone O. King, Treasurer and Finance Head. She holds a Bachelor of Commerce degree, majoring in
General Business Management from the University of British Columbia. Prior to working for AG Finance,
Ms. King worked for Scotiabank in Toronto, Canada. She also worked as a Corporate Finance Associate
with Amalgamated Investment Bancorporation and e-Lab Ventures, Inc. as a Business Development
Officer.
Charmainne O. King, Director. Ms. King obtained her Bachelor of Design from York University and her
Masters in Business Administration from the Schulich School of Business, York University.
Joselyn C. Tiu, Independent Director. Ms. Tiu is a Certified Public Accountant and obtained her Bachelor
of Science Degree in Commerce major in Accounting from the University of Santo Tomas. Prior to joining
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the Company, she worked as an Auditor for Sycip, Gorres, Velayo & Co. She currently serves as a Vice
President for Armstrong Pacific and as Treasurer and Director for Golden Maple Holdings, Inc.
Atty. Peter O. Kho, Independent Director. He is currently serving as the is the President and Chief
Executive Officer of Discovery Mall Corporation and as the Company Treasurer for Anchor Land Holdings,
Inc. Mr. Kho obtained his Bachelor of Laws and Bachelor of Economics and Development Studies from the
Ateneo de Manila University.
Daleson G. Uy, Independent Director. Mr. Uy holds a Bachelor of Science degree in Industrial
Engineering from the University of Santo Tomas. Apart from his current position in the Company, Mr. Uy
also serves as an Operations Manager for U.G.T. International Trading.
Atty. Christine P. Base, Corporate Secretary. Ms. Base is currently a Securities, Corporate and Tax
Lawyer at Pacis & Reyes, Attorneys and Managing Director of Legis Forum, Inc. She is a Director and the
Corporate Secretary of Anchor Land Holdings, Inc. and is the Corporate Secretary of Asiasec Equities,
Inc., Araneta Properties, Inc., and is the Compliance Officer for International Container Terminal Services,
Inc. and several private corporations. She was an Auditor and then Tax Lawyer at SyCip, Gorres, Velayo
& Co. She earned her degree of Juris Doctor from Ateneo de Manila University School of Law. She passed
the Bar Examination in 1997. She also holds a Bachelor of Science degree in Commerce, major in
Accounting from De La Salle University. Atty. Base is also a Certified Public Accountant.
Senior Management
The Company’s senior management is responsible for its day-to-day operations. More specifically, the
senior management is responsible for the implementation and execution of plans and programs, approval
of OFW and Salary Loans, managing company finances including disbursement and payments within the
limits of its authority.
As of March31, 2013, the Company employed the following senior management personnel as enumerated
in Table 18.
Name
Leila E. Jorge
Sharone O. King
Emiliana G. Mauricio

Age
43
34
58

Marjorie D.R. Villanueva
Nellie C. Sy
Desiree I. Ong

40
42
29

Citizenship
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino

Table 18 Senior Management

Position
President
Treasurer and Finance Head
Accounting Manager and Assistant
Corporate Secretary
Operations Manager
Marketing Manager
Investor Relations Officer and
Compliance Officer

Described below are relevant business experience and qualifications of each of the Company’s senior
management covering the past five years.
Emiliana G. Mauricio, Accounting Manager and Assistant Corporate Secretary. Ms. Mauricio is a
Certified Public Accountant and obtained her Bachelor of Science degrees in Accounting and Management
from the Polytechnic University of the Philippines. Prior to her current position in the Company, she
served as the Accounting Manager for Italian Thai Development Public Company Ltd. and Head of
Accounting for MCRP Construction Corporation. She was also previously connected with Joaquin Cunanan
& Co. (Pricewater House) as a Consultant for the Tax Department and the Philippine Board of
Investments as a Senior Investment Specialist. Apart from her responsibilities with AG Finance, Ms.
Mauricio also serves as a Vice President for Armstrong Pacific and Golden Maple Holdings, Inc.
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Marjorie D.R. Villanueva, Operations Manager. Ms. Villanueva holds a Bachelor of Arts degree in
Communication from Miriam College. Prior to joining AG Finance, Ms. Villanueva served as an Assistant
Manager and as a Customer Service Specialist for Security Bank. Ms. Villanueva also served as an
Executive Assistant at Ivory Records
Nellie C. Sy, Marketing Manager. Ms. Sy holds a Bachelor of Science degree in Hotel Restaurant
Management from Sienna College. Prior to joining AG Finance, Ms. Sy served as a branch manager for
Equi-Asia Placement Inc.
Desiree I. Ong, Investor Relations Officer and Compliance Officer. Ms. Ong holds a Bachelor of Science
in Accountancy from Chiang Kai Shek College. Prior to joining AG Finance Ms. Ong worked as Senior
Auditor in Punongbayan & Araullo, an Assistant Manager of Citibank N.A. Philippines, and a Senior Auditor
of S.K. Lai LLP Singapore. Ms. Ong is also a Certified Public Accountant.
Board Committees
The Board shall constitute Committees to aid in the Company’s compliance with the principles of good
corporate governance. The following are AG Finance’s active committees:
(a) The Nomination Committee
This committee shall have three voting (one of whom is independent) and one non-voting member,
which shall be the Human Resources Director/Manager. The committee shall pre-screen and shortlist
all Board member candidates according to the prescribed qualifications and disqualifications. In
consultation with the Executive Committee, it shall redefine the role of the Chief Executive Officer,
integrating the requirements of the business for future expansionary projects still within the realm of
good corporate governance at all times.
The following are the members of the Nomination Committee:
Tony O. King
Leila E. Jorge
Sharone O. King
Daleson G. Uy
Emiliana G. Mauricio

Chairman
Member
Member
Member (Independent Director)
Member (Non Voting)

(b) The Compensation and Remuneration Committee
This committee shall be comprised of at least three members, one of whom shall be an independent
director. The following are the key duties of the committee:






Establish a formal and transparent procedure for developing a policy on executive
remuneration and for fixing the remuneration packages of corporate officers and directors as
well as provide oversight over remuneration of senior management and key personnel to
ensure the consistency of remuneration with the Company’s culture, strategy and control
environment;
Develop a Full Business Interest Disclosure form as part of the pre-employment requirements
for all incoming officers. The form requires each to declare under the penalty of perjury all
their existing business interests and shareholdings that may conflict with their performance
of duties once hired; and
Provide a clear and concise disclosure of compensation of its senior management in the
Company’s annual reports, information, and proxy statements.
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The following are the members of the Compensation and Remuneration Committee:
Tony O. King
Leila E. Jorge
Sharone O. King
Daleson G. Uy

Chairman
Member
Member
Member (Independent Director)

(c) Audit Committee
This committee shall be composed of at least three Board members, with the independent director
serving as chairman. Each member is required to have adequate understanding of the Company’s
financial management systems and environment. The Audit Committee has the following
responsibilities:
 Ensure that financial reports are in compliance with both the internal financial management
handbook and pertinent accounting standards and regulatory requirements;
 Oversee management activities in managing credit, market, liquidity, operational, legal, and
other risks of the Company, including crisis management;
 Pre-approve all audit plans, scope and frequency one month before the conduct of external
audit;
 Perform direct interface functions with the internal and external auditors; and
 Develop a transparent financial management system through a procedures and policies
handbook to be used by the entire organization.
The following are the members of the Audit Committee:
Jocelyn C. Tiu
Leila E. Jorge
Sharone O. King
Emiliana G. Mauricio
Desiree I. Ong

Chairman (Independent Director)
Member
Member
Member (Non Voting)
Member (Non Voting)

(d) Credit Committee
This committee shall be composed of at least three Board members, with the President serving as
chairman. Each member is required to have adequate understanding of the Company’s OFW and
Salary Loan approval criteria. The Credit Committee has the following responsibilities:
 Evaluates loan applications for final approval;
 Issues memos regarding approved loan applications which are sent to all departments,
triggering the commencement of succeeding activities leading to the release of the loans;
and
 Reviews current loan portfolio, its aging composition, and recommends remedial measures
for non performing accounts.
The following are the members of the Credit Committee:
Leila E. Jorge
Jocelyn C. Tiu
Sharone O. King
Emiliana G. Mauricio
Nellie C. Sy
Marjorie D. Villanueva

Chairman
Member
Member
Member (Non Voting)
Member (Non Voting)
Member (Non Voting)
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Corporate Secretary
The Corporate Secretary must be a Filipino citizen who shall possess legal, administrative, some financial
and accounting skills. He or she must perform his tasks with professionalism and transparency. The
Corporate Secretary’s responsibilities include the following:





Obtain the complete schedule of the agenda for the current year and inform the Board before
every meeting;
Assist the Board in making business decisions in good faith and in performing their
responsibilities;
Attend and provide minutes for all Board meetings; and
Submit to SEC an annual certification concerning the attendance of the directors during Board
meetings.

The Corporate Secretary of the Company is Atty. Christine P. Base.
Family Relationships
Ms. Sharone O. King and Ms. Charmainne O. King, directors of the Company, are daughters of Mr. Tony
O. King, Chairman of the Board. Other than the foregoing, no other family relationships exist among the
directors and members of senior management.
Involvement in Certain Legal Proceedings of Directors and Senior Management
None of the members of the Board or senior management was the subject of any criminal, bankruptcy or
insolvency investigations or proceedings in the past five years and up to the date of this Prospectus.
Executive Compensation
Table 19 shows the Company’s CEO and four most highly compensated senior managers for the year
ended 2012.
Name
Leila E. Jorge
Sharone O. King
Nellie C. Sy
Marjorie D. Villanueva
Emiliana G. Mauricio

Position
President
Treasurer and Finance Head
Business Development Manager / Marketing
Operations Head
Accounting Manager and Collections Head

Table 19 CEO and Four Most Highly Compensated Senior Managers

The Table 20 summarizes the aggregate compensation of the company’s CEO and the four most highly
compensated senior management, as well as the aggregate compensation paid to all directors and
officers as a group for the years 2010, 2011, 2012, and estimated aggregate compensation for 2013.
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Aggregate
compensation paid
to CEO and the most
four highly
compensated
officers named
above
Aggregate
compensation paid
to all directors and
officers as a group

Year
2010
2011
2012
2013*

Salary
1,482,062
3,310,210
3,418,347
3,461,520

2010
2011
2012
2013*

3,560,247
3,856,234
4,431,954
5,268,855

Bonuses
-

Other Benefits
160,381
170,906
180,773
184,208

Total
1,642,443
3,481,116
3,599,120
3,645,728

-

164,422
193,483
203,788
241,024

3,724,669
4,049,717
4,635,742
5,509,879

Table 20 Aggregate Compensation of Directors, Senior Management, & Officers
*Estimate only

Standard Arrangement
Other than payment of reasonable per diem as may be determined by the Board for every meeting, there
are no standard arrangement pursuant to which directors of the company are compensated directly or
indirectly, for any services provided as a director.
Other Arrangement
There are no other arrangements pursuant to which directors of the company are compensated directly
or indirectly, for any services provided as a director.
Warrants and Options Outstanding
As of the date of this Prospectus, there are no outstanding warrants or options held by the Company’s
directors, named senior management and all officers and directors as a group.
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CORPORATE GOVERNANCE
On July 4, 2011, the Company’s Board of Directors approved its Revised Manual on Corporate
Governance (the “Revised Manual”) to comply with the Revised Code of Corporate Governance
promulgated in SEC Circular No. 6, Series of 2009. The Revised Manual was submitted to the SEC on
September 13, 2011.
To ensure adherence to corporate principles and best practices, the Company has required in its Revised
Manual that all Board committees shall report regularly to the Board of Directors on compliance with the
Revised Manual. The Board of Directors is directed to appoint a Compliance Officer who shall establish
an evaluation system to determine and measure compliance with the Revised Manual. The Revised
Manual shall be subject to quarterly review unless the Board amends the frequency

Compliance System
Compliance Officer
The Chairman of the Board shall appoint a Compliance Officer who will assume the position of Vice
President or its equivalent. He shall assure the Company’s adherence to corporate principles and best
practices, and shall directly report to the Chairman of the Board.
The Compliance Officer will serve as the representative to the SEC when the Company is called upon in
relation to compliance with the Manual on Corporate Governance. He shall issue a certification every 30 th
of January confirming the Company’s compliance with the Manual on Corporate Governance as well as
provide explanations for the Company’s deviations, if any, from the same. The Compliance Officer shall
also be responsible for monitoring adherence to the Manual on Corporate Governance and determining
violation/s and, in the event of violation, recommend to the Board corresponding penalties. Lastly, the
Compliance Officer shall identify, monitor, and control compliance risks.
The Company’s Compliance Officer is Ms. Desiree I. Ong. Ms. Ong can be reached at +63 2 6352835 and
email address desiree.ong@agfinance.ph.
Board of Directors
The Board is expected to initiate good corporate governance. It must foster the Company’s long-term
success and secure its sustained competitiveness while upholding honesty and integrity in performing its
duties and responsibilities. It shall at all times practice transparency, accountability, and fairness.
The Board is the policy making body of the Company and determines strategies to accomplish the
Company’s objectives. It is also responsible for creating a selection process to ensure competence in
elected directors and officers. To ensure wellness of the Company’s operations, key risk areas and key
performance indicators must be identified and monitored; a system for internal checks and balances must
also be adopted. The Board must also organize an investor relations program to facilitate communication
with shareholders. Regular Board meetings shall be held and each meeting shall be properly recorded.
Finally, Board authority must be kept within the powers of the institution, as prescribed in the Articles of
Incorporation, By-Laws, and in existing laws, rules and regulation.
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External Auditor
An external auditor shall be selected and appointed by the shareholders upon recommendation from the
Audit Committee. He shall facilitate good corporate governance to be reflected in the financial reports of
the Company. The Company must reflect in its annual reports reason for the resignation of an external
auditor, as well as, discussion of any disagreement with the external auditor regarding accounting
principles and practices, auditing scope or procedure. The external auditor must not provide internal
auditor services to the same client simultaneously. The Company must ensure that other non-audit work
is not in conflict with the functions of the external auditor. The Company’s external auditor shall be
rotated or handling partner changed every five years or earlier.
Internal Auditor
An internal auditor or group of internal auditors must assure the Board, senior management and
shareholders that the Company’s key organizational and procedural controls are effective and complied
with. The internal auditor shall directly report to the Audit Committee.
Investors Relation
The investor relations officer of the Company, Ms. Desiree I. Ong, can be reached at +63 2 6352835 and
email address desiree.ong@agfinance.ph. The investor relations officer is responsible for creating and
presenting a consistently applied investment message to the investment community on our behalf, and
for monitoring and presenting to management the opinions of the investment community regarding our
performance.
The following are some of the principal accountabilities of the investor relations department:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.

Develop and maintain a company investor relations plan;
Perform a comprehensive competitive analysis, including financial metrics and differentiation;
Develop and monitor performance metrics for the investor relations function;
Provide regulation fair disclosure training to all company spokespersons;
Create presentations, press releases and other communication materials for earnings
releases, industry events and presentations to analysts, brokers, and investors;
Oversee the preparation of all annual reports, SEC filings, and proxy statements;
Manage the investor relations portion of the company web site;
Monitor analyst reports and summarize them for senior management;
Serve as the key point of contact for the investment community;
Establish and maintain relationships with stock exchange representatives;
Organize conferences, road shows, earnings conference calls and investor meetings;
Provide feedback to management regarding the investment community's perception of the
Company; and
Provide feedback to the management team regarding the impact of stock repurchase
programs or dividend changes on the investment community.

Communication Process
Any shareholder of the Company may inspect the Manual on Corporate Governance at reasonable hours
on business days. All directors, executives, division and department heads are tasked to let all
employees, related third parties receive and comply with the Manual on Corporate Governance. At least
one hard copy of the Manual on Corporate Governance must be given to each department.
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Training Process
If necessary, an orientation program must be conducted to operationalize the Manual on Corporate
Governance. The Chief Finance Officer must allocate funds associated with the said orientation program.
A director must attend a seminar on corporate governance conducted by an authorized private or
government institute.

Monitoring and Assessment
Each Committee is expected to report regularly to the Board. The Compliance Officer shall make an
evaluation system to measure and determine compliance with the Revised Manual. Any violation of the
Revised Manual shall subject the responsible officer or employee to penalties. The Revised Manual shall
be reviewed quarterly unless the Board amends the frequency. All business processes and practices
inconsistent with any portion of the Manual shall be revoked unless changed to make it compliant.

Penalties for Non-Compliance with the Manual on Corporate
Governance
For first time violators, he or she will be reprimanded. For second time violators, he or she will be
suspended from the office; suspension duration will depend on the gravity of the violation. For third time
violators, he or she will be removed from the office. Any Board member who is a third time violator will
be subject to removal from directorship.

Deviations from the Revised Manual
There are no deviations from the Company’s Revised Manual.
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SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL
SHAREHOLDERS
Security Ownership of Record and Beneficial Owners
As of June 17, 2013, the Company has nine common shareholders. Table 21 below presents the security
ownership of record and beneficial owners of the Company’s voting securities as of June 17, 2013:
Title of
Class

Common

Common

Common

Common
Common
Common

Common

Common
Common
TOTAL

Name and Address
of Record Owner &
Relationship with
the Company
Tony O. King
#3917 Sociego St.,
Sta. Mesa Manila
(Chairman)
Sharone O. King
#3917 Sociego St.,
Sta. Mesa Manila
(Treasurer and
Director)
Charmainne O. King
#3917 Sociego St.,
Sta. Mesa Manila
(Director)
Felisa D. King
Marjorie Villanueva
(Operations Head)
Joselyn C. Tiu
Unit 1804-A
Broadview Tower,
#1608 Mayhaligue
St., Sta. Cruz Manila
(Director)
Leila E. Jorge
709 San Francisco
Gardens Condo,
Mandaluyong City
(President and
Director)
Peter Kho
(Director)
Daleson Uy
(Director)

Name of
Beneficial Owner
and Relationship
with Record
Owner
Tony O. King

Citizenship

Number of
Shares

Percentage

Filipino

93,005,408

48.00

Sharone O. King

Filipino

50,300,418

25.96

Charmainne O. King

Filipino

50,377,930

26.00

Felisa D. King
Marjorie Villanueva

Filipino
Filipino

18,747
18,747

0.01
0.01

Joselyn C. Tiu

Filipino

18,747

0.01

Leila E. Jorge

Filipino

10,001

-

Peter Kho

Filipino

2

-

Daleson Uy

Filipino

2

-

193,750,002

100%

Table 21 Security ownership of record and beneficial owners of the Company’s voting securities
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Security Ownership of Directors and Management
The Table 22 shows the securities beneficially owned by all of the directors and senior management of
the Company as of the date of this Prospectus:

Common

Name Beneficial
Owner
Tony O. King

Filipino

93,005,408

48.00

Common

Sharone O. King

Filipino

50,300,418

25.96

Common

Charmainne O. King

Filipino

50,377,930

26.00

Common

Joselyn C. Tiu

Filipino

18,747

0.01

Common

Felisa D. King

Filipino

18,747

0.01

Common

Filipino

18,747

0.01

Common

Marjorie D.
Villanueva
Leila E. Jorge

Common

Peter O. Kho

Filipino

10,001
2

0.01
-

Common
TOTAL

Daleson G. Uy

Filipino

2
193,750,002

100%

Title of Class

Citizenship

Filipino

Number of Shares

Table 22 Securities Beneficially Owned by All of The Directors and Senior Management

Percentage

Voting Trust Holders of 5% or More
The Company has no knowledge of any voting trust agreement or any other similar arrangement which
may result in a change in control of the Company.

Change in Control
As of the date of this Prospectus, there has been no arrangement which may result in a change of control
of the Company.
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REGULATORY MATTERS
Republic Act No. 8556 - The Financing Company Act of 1998
Introduction
R. A. 8556, otherwise known as the Financing Company Act of 1998, is an act authorizing both the SEC
and the BSP to govern all financing and leasing companies, regulating the activities of such so as to
provide efficient service to the general public in a fair manner, contributing to the development of the
Philippine economy.
R. A. 8556 defines financing companies as companies, corporations, insurance companies, cooperatives
and other institutions apart from banks that are primarily organized to extend credit facilities to both
consumers and enterprises by direct lending, discounting commercial papers or accounts receivable,
buying and selling contracts and other evidences of indebtedness, and by financial leasing of movable
and immovable property.
Governing Bodies
The SEC is empowered to enforce the provisions to implement the regulations except when the BSP has
supervisory authority under the provision of The New Central Bank Act or Republic Act No. 7653 (“R. A.
7653”), with respect to financing companies licensed to perform quasi-banking functions and when the
BSP has authority to prescribe rates and charges of the financing companies.
The Monetary Board of the Philippines (“Monetary Board”) is authorized to prescribe, after consultation
with the SEC and the financing companies, the maximum rate/s of purchase discounts, lease rentals,
fees, and other charges of the financing companies. The Monetary Board may also change, eliminate, or
grant exemptions from, or suspend the effectivity of such rules whenever warranted by prevailing
economic and social conditions.
Stock ownership requirements
R. A. 8556 requires financing companies to be organized in the form of stock corporations of which at
least forty percent (40%) of the voting stock are owned by citizens of the Philippines. The required paidup capital is: (a) at least ₱10,000,000 for companies located in Metro Manila and other first class cities;
(b) at least ₱5,000,000 for companies located in other classes of cities; and (c) at least₱2,500,000 for
companies located in municipalities. The Act also provides that foreign nationals are not allowed to own
stock in any financing company unless the country for which he is national follows the same reciprocal
rights to Filipinos in the ownership of financing companies, or any counterpart entity in such country.
Financing companies existing before the effectivity of this Act shall abide by the minimum capital
requirement within one year from the effectivity date.
Requirement for registration
Before the SEC registers the articles of incorporation of any financing company, it must first make certain
that the company abides by the provisions of the Corporation Code and that sufficient evidence was
submitted to show that:
(a) The company has complied with the requirements of existing laws to engage in the business to
which it is proposed to be incorporated;
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(b) The organization, direction and administration, as well as the integrity and responsibility of the
organizers, directors and administrators reasonably guarantee the protection of the general
public’s interest; and
(c) The company has complied with all the requirements of this Act. Financing companies duly
incorporated prior to the approval of this Act, and are operating as such, shall file an information
sheet with the SEC in the form to be prescribed by the SEC within sixty (60) days after notice
from the said Commission. Unless so authorized under this Act, no person, association,
partnership or corporation is allowed to hold itself out as doing business as a ‘financing company’
or finance and investment company’ or any other title or name that may give the public the
impression that it is engaged in the operations and activities of a financing company.
AG Finance is a holder of a Certificate of Authority No. 227 from the SEC to operate as a financing
company in accordance with the rules and regulations implementing Republic Act No. 8556 issued on
December 14, 2001.
Rights and powers
Financing companies are entitled to the following rights and powers, besides those granted by R. A. 8556
and other laws: (a) upon prior approval of the BSP, engage in quasi-banking and money market
operations; (b) upon prior approval of the BSP, engage in trust operations subject to the provisions of the
General Banking Act; (c) issue bonds and other capital instruments subject to applicable BSP rules and
regulations; (d) rediscount their paper with Government financial institutions subject to applicable laws,
rules and regulations; (e) participate in special loan or credit programs sponsored by or made available
through Government financial institutions; and (f) provide foreign currency loans and leases to
enterprises that earn foreign currency by export or other means, subject to existing laws, rules and
regulations promulgated by the BSP.
Parity clause
Financing companies shall be entitled to the same rights, powers, benefits, and privileges granted by law
or regulations to other non-bank financial institutions during the provision of medium and long-term
credit to small and medium enterprises.
Allowance requirements
The implementing rules and regulations of RA 8556 requires financing companies to have a 100%
allowance for probable losses for the following:
1.
2.
3.
4.
5.
6.

Clean loans and advances past due for a period of more than 6 months;
Past due loans secured by collateral such as inventories, receivables, equipment and
other chattels that have declined in value by more than 50% without the borrower
offering additional collateral for loans;
Past due loans secured by real estate mortgage title to which is subject to an adverse
claim rendering settlement through foreclosure doubtful;
When the borrower, and his co-maker or guarantor, is insolvent or where their
whereabouts is unknown, or their earning power is permanently impaired;
Accrued interest receivable that remain uncollected after 6 months from the maturity
date of such loans to which it accrues; and
Accounts receivable past due for 361 days or more.
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Republic Act No. 9194 – Anti-Money Laundering Act Of 2001
Introduction
The Anti-Money Laundering Act of 2001 or Republic Act No. 9194 (“R. A. 9194”) defines the crime of
money laundering and provides the penalties thereof to preserve the integrity and confidentiality of bank
accounts and to ensure that the Philippines will not be used as a money laundering site for the proceeds
of any illegal activity. The State shall cooperate in transnational investigations and prosecutions of
persons involved in money laundering activities wherever committed.
The Act defines covered institutions as any of the following:
(a) Banks, non-banks, trust entities, and all other institutions and their affiliates supervised by the
BSP;
(b) Insurance companies and all other institutions supervised by the Insurance Commission; and
(c) (i) securities dealers, brokers, investment houses, and other similar entities that manage
securities or provide services as investment agent, advisor, or consultant; (ii) mutual funds,
close-end investment companies, common trust funds, and other similar entities; (iii) foreign
exchange corporations, money changers, money payment, remittance and transfer companies,
and other similar entities; (iv) other entities administering or dealing in currency, commodities or
financial derivatives based thereon, cash substitutes, and other similar monetary instruments or
property supervised by the SEC.
R. A. 9194 also defines covered transaction as a transaction in cash or other equivalent monetary
instrument involving a total amount exceeding ₱500,000 within one banking day. Under this, suspicious
transactions are transactions made with covered institutions, regardless of amount, wherein any of the
following events are present:
a.
b.
c.
d.

no underlying legal or trade obligation, purpose or economic justification is present;
There is no accurate client identification;
The amount does not correspond to the business or financial capacity of the client;
Taking into account all known circumstances, it may be observed that the client’s transaction is
structured to avoid being the subject of reporting requirements under the Act;
e. Any circumstance related to the transaction which is observed to deviate from the client’s profile
or client’s past transactions with the covered institution;
f. The transaction is in any way related to an unlawful activity under this Act that is about to be, is
being, or has been committed; and
g. Any transaction that is similar to any of the mentioned above.
According to the Act, unlawful activity refers to an act or series of acts involving or directly relating to the
following: (a) kidnapping for ransom; (b) plunder; (c) robbery or extortion; (d) illegal gambling; (e)
piracy on the high seas; (f) qualified theft; (g) swindling; (h) smuggling; (i) hijacking and destructive
murder, including those perpetrated by terrorists against non-combatant persons and similar targets; (j)
fraudulent practices; and (k) felonies or offenses of a similar nature punishable under the penal laws of
other countries.
Pursuant to the BSP Circular No. 612-Series of 2008, suspicious transactions are reported to the AntiMoney Laundering Council created under the law, within 10 banking days of discovery of the suspicious
transaction by the covered institution. The Court of Appeals upon application by the Anti-Money
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Laundering Council, has the authority to order the freezing of any accounts which it suspects are being
used for money laundering to be frozen.
Institutions that are subject to the Anti-Money Laundering Council are also required to establish and
record the identities of their clients based on official documents in addition, all records of transactions are
required to the maintained and stored for five years from the date of the transaction.
Money Laundering Offense
Money laundering is a crime wherein the proceeds from any unlawful activity listed herein are transacted
thereby making them appear to originate from legal sources. The following actions are considered
committing the offense: (a) any person with knowledge that any monetary instrument or property
involves or relates to the proceeds of an unlawful activity, transacts or attempts to transact the said
monetary instrument or property; (b) any person with knowledge that any monetary instrument or
property involves or relates to the proceeds of an unlawful activity, performs or fails to perform any act
that will aid in the fulfillment of the offense of money laundering referred to in description (a) above; (b)
any person with knowledge that any monetary instrument or property is required, under this Act, to be
disclosed and filed with the AMLC and fails to do so.
Jurisdiction of Money Laundering Cases
All money laundering case trials shall be under the jurisdiction of regional trial courts. Those cases
committed by public officers and private persons who are in conspiracy with such public officers shall be
under the jurisdiction of the Sandiganbayan.
Prosecution of Money Laundering
The Act states that any person may be charged with and convicted of both the offense of money
laundering and the unlawful activity as defined herein. Any proceeding in relation to the unlawful activity
shall be given priority over the offense under this Act without prejudice to remedies provided.
Prevention of Money Laundering
Customer Identification Requirements
The Act requires covered institutions to establish and record the true identity of its clients, based on
official documents. Each institution must maintain a system to verify the true identity of their clients. In
the case of corporate clients, each institution must have a system of verifying their client company’s
legitimate existence and organizational structure, as well as the authority and identification of all persons
claiming to act on its behalf.
Record Keeping
Covered institutions shall maintain and safely store records of all transactions for five years from the
dates of transactions. For closed accounts, customer identification records, account files and business
correspondence, shall be safely stored and kept for at least five years from the dates when they were
closed.
Reporting of Covered/Suspicious Transactions
Covered institutions shall report to the AMLC all covered or suspicious transactions within five working
days from occurrence of the transaction, unless the Supervising Authority suggests a longer period not
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exceeding ten (10) working days. In the event that a transaction is determined to be both a covered and
suspicious transaction, it must also be reported as a suspicious transaction.
When reporting covered or suspicious transactions, covered institutions as well as their officers and
employees, shall not be considered to have violated Republic Act No. 1405 (“An Act Prohibiting Disclosure
of or Inquiry Into, Deposits with any Banking Institution and Providing Penalty Therefore” or “R. A.
1405”), as amended, Republic Act No. 6426 (“An Act Instituting a Foreign Currency Deposit System in the
Philippines” or “R. A. 6426”), as amended, Republic Act No. 8791 (“An Act Providing for the Regulation of
the Organization and Operation of Banks, Quasi-banks, Trust Entities and for other Purposes” or “R. A.
8791”), and other similar laws. They are also prohibited from direct or indirect communication, in any
manner or by any means, to any person, of such transaction being reported, the contents thereof, or any
information in relation thereto. Such report must neither be published nor aired in any manner or in any
form of mass media, electronic mail, or other similar devices. In case of violation, the concerned officer
or employee of the covered institution and media shall be held criminally liable. Alternatively, no per son
shall be held liable to administrative, criminal or civil proceedings for reporting a covered or suspicious
transaction in the regular performance of his duties in good faith, whether or not such reporting may
result to any criminal prosecution under this Act or any other law.
Freezing of Monetary Instruments or Property
Upon application ex parte by the AMLC and after determination of probable cause exists that any
monetary instrument or property is in any way related to an unlawful activity, the Court of Appeals may
issue a freeze order which shall be effective immediately for 20 days unless extended by the court.
Authority to Inquire into Bank Deposits
Apart from the provisions of R. A. 1405, as amended, R. A. 6426, as amended, R. A. 8791 and other
laws, the AMLC may examine any deposit or investment with any banking institution or non-bank
financial institution upon order of any competent court in events of violation of this Act when it has been
ascertained that there is probable cause that the deposit or investment involved is related to an unlawful
activity or a money laundering offense. To guarantee compliance to this Act, the BSP may examine the
particular deposit or investment with any bank institution or non-bank financial institution in the course of
a periodic examination, in accordance with the rules of examination of the BSP.
Provisions for Forfeiture
Civil Forfeiture
When a covered transaction report is made and the court has ordered a seizure of any monetary
instrument or property, the Revised Rules of Court on civil forfeiture shall apply.
Claim on Forfeited Assets
Upon criminal prosecution for any money laundering offense and the court has issued an order for
forfeiture of the monetary instrument or property, the convicted or any other person claiming an interest
herein may file a petition, declare that such is legitimately his and ask for the exclusion of the monetary
instrument or property corresponding thereto. The verified petition will be filed with the court that
rendered the conviction and order for forfeiture. The order shall become absolute and executory after
fifteen (15) days of default. This provision is applicable to both civil and criminal forfeiture.
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Payment in Lieu of Forfeiture
In cases when the court has issued an order of forfeiture of the monetary instrument or property subject
of a money laundering offense and the particular monetary instrument or property has some difficulty to
be identified or segregated due to substantial alteration, conversion, or concealment by the convicted or
any third person, the court may alternatively order the convicted to pay an amount equal to value of the
said monetary instrument or property. This provision is applicable to both civil and criminal forfeiture.
Penal Provisions
Penalties for the Money Laundering Crime
A penalty of imprisonment for a period ranging from seven (7) to fourteen (14) years and a fine of not
less than ₱3,000,000 but not more than twice the value of the monetary instrument or property involved
in the offense shall be imposed upon the convicted principal of the crime.
A penalty of imprisonment for a period ranging from four (4) to seven (7) years and a fine of not less
than ₱1,500,000 but not more than ₱3,000,000 shall be imposed upon the convicted accomplice to the
crime.
A penalty of imprisonment for a period ranging from six (6) months to four (4) years or a fine of not less
than ₱100,000 but not more than ₱500,000 shall be imposed upon the convicted accessory to the crime.
Penalties for Failure to Keep Records
A penalty of imprisonment for a period ranging from six (6) months to one (1) year or a fine of not less
than ₱100,000 but not more than ₱500,000, or both shall be imposed upon the covered institution for
failure to abide by the record keeping requirements.
Penalties for Malicious Reporting
Any person who, in bad faith, files false information relative to money laundering transaction against any
person shall be subject to a penalty of six (6) months to four (4) years of imprisonment and a fine of not
less than ₱100,000 but not more than ₱500,000, at the discretion of the court provided that the
convicted is not entitled to avail of the advantages of the Probation Law.
If the convicted is a corporation, partnership or association, the penalty shall be charged upon the
responsible officers who participated in, or allowed by their gross negligence, the commission of the
crime. If the convicted is a juridical person, the court may suspend or revoke his license. If the convicted
is an alien, he shall be deported without further proceedings after serving the penalties herein stated. If
the convicted is a public official or employee, he shall suffer perpetual or temporary absolute
disqualification from office, as the case may be, in addition to the penalties prescribed herein.
Furthermore, any public official or employee who is called to testify and refuses or purposely fails to do
so shall suffer the same penalties prescribed herein.
Implementing Rules and Regulations
The Act requires covered institutions to devise money laundering prevention programs in accordance with
this Act, including but not limited to, information dissemination on money laundering activities as well as
prevention, detection and reporting, and the training of their officers and personnel.
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Republic Act No. 9510 – Implementing Rules and Regulations of the
Credit Information System Act
Introduction
Republic Act No. 9510 (“R. A. 9510” or “Implementing Rules and Regulations of the Credit System Act”)
was established to address the need for a comprehensive and reliable credit information system to (a)
improve overall credit availability for micro-, small-, and medium-scaled enterprises; (b) provide credit
information to all participants at the least cost; (c) ensure consumer rights protection and existence of
fair competition in the industry; and (d) reduce overall credit risk for a more stable financial system.
Credit Information System
Under this Act, Submitting Entities are required to submit basic credit data and updates thereon on a
regular basis to the Corporation. The Corporation may, under its discretion, include other credit providers
to be qualified Submitting Entities and therefore subject to compulsory participation. In any case,
participation under the system shall be in accordance with the standards and rules prescribed by SEC in
coordination with the relevant Government agencies.
Also stated in the Act, participating Submitting Entities need to submit to the Corporation any negative
and positive credit information that would update and/or correct the credit status of borrowers.
Furthermore, each Submitting Entity shall notify its borrowers of the former’s obligation to submit and
disclose basic credit data to the Corporation, as prescribed by the provisions of this Act and the
implementing rules and regulations. Also, any borrower has the right to know the cause of refusal of
credit facility application if such refusal was made using the basic credit data as basis.
Confidentiality of Credit Information
Submitting Entities, along with the Corporation, Accessing Entities and outsourcing entities, shall hold
strictly confidential any credit information received and shall use the same for the sole declared purpose
of establishing the borrower’s creditworthiness. Any entity that breaches the confidentiality agreement
will be revoked of its accreditation, barred access to credit information system and penalized accordingly.
Rules and Regulations
In order to create a healthy balance between the need for reliable credit information and safeguarding
consumer protection, as well as ensuring free and healthy competition within the industry, the SEC issued
the following implementing rules and regulations:


Basic credit data must be limited in form and content to objective and factual information;



The Corporation shall impose sanctions on (i) Submitting Entities for non-submission or delayed
submission of reports or erroneous reporting; and (ii) Accessing Entities and outsourcing entities
for breaches of confidentiality and misuse of credit information.

Penalties
Any violator of any of the provisions of this Act shall suffer a fine of not less that ₱50,000 nor more than
₱1,000,000 or imprisonment of not less than one (1) year nor more than five (5) years, both at the
discretion of the court.
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Republic Act No. 10022 – Omnibus Rules and Regulations
Implementing the Migrant Workers and Overseas Filipinos Act of 1995
Introduction
Republic Act No. 10022 (“R. A. 10022” or “Omnibus Rules and Regulations Implementing the Migrant
Workers and Overseas Filipinos Act of 1995”) seeks to further improve the standards of protection and
promotion of the welfare of OFWs and their families.
Section 6 of this Act discusses the grounds for illegal recruitment. Furthermore, it provides a list of
prohibited acts which when committed by any person or entity will be considered as a violation of the
Act:
(a) Grant a loan with interest exceeding 8.0% per annum to an OFW who will use it for the payment
of legal and allowable placement fees and make the OFW issue, either personally or through a
guarantor or accommodation party, post-dated checks in relation to the said loan;
The Company notes that its loans to borrowers who are OFWs are not intended for payment of
placement fees of such borrower. Please refer to the discussion on the approval of OFW loans
starting on page93.
(b) Impose a compulsory and exclusive arrangement that requires an OFW to avail of a loan only
from specifically designated institutions, entities, or persons;
(c) Refuse to renegotiate a loan made by an OFW after premature termination of his employment
contract due to circumstances beyond his control;
(d) Impose a compulsory and exclusive arrangement that requires an OFW to undergo training,
seminar, or schooling of any kind from specifically designated institutions, entities, or persons,
except for trainings mandated by the principals wherein the latter will shoulder the training costs;
(e) For a recruitment agency or a foreign employer to pass on to the OFW or deduct from the salary
of the OFW the payment of insurance fee costs, premium, or other insurance related charges, as
provided under the compulsory worker’s insurance coverage.
All principals, accomplices, and accessories to the above offenses are criminally liable. In case of juridical
persons, the officers having ownership, control, and management of their business who are responsible
for the commission of the offense and the responsible agents/employees thereof shall be liable.
According to this Act, any person found guilty of any of the prohibited acts shall face the penalty of
imprisonment of not less than six (6) years and one (1) day but not more than 12 years and a fine of not
less than ₱500,000 nor more than ₱1,000,000.
Furthermore, if the offender is an alien, he shall be deported without further proceedings, in addition to
the penalties prescribed in this Act. Also, any recruitment agency, lending institution, or training school
convicted shall be liable to an automatic revocation of license or registration.

Other Matters
The Company is not subject to regulation and supervision by the BSP. The New Central Banking Act (“RA
7653”) provides that the BSP shall have, aside from supervisory powers over the operations of banks,
regulatory powers over the operations of finance companies and non-bank financial institutions
performing quasi-banking functions and institutions performing similar functions.
Section X234.1 of the Manual of Regulations for Banks (“MORB”) provides the essential elements of
quasi-banking, as follows:
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a. Borrowing funds for the borrower’s own account;
b. Twenty (20) or more lenders at any one time;
c. Methods of borrowing are issuance, endorsement, or acceptance of debt instruments of any kind,
other than deposits, such as acceptances, promissory notes, participations, certificates of
assignments or similar instruments with recourse, trust certificates, repurchase agreements, and
such other instruments as the Monetary Board may determine; and
d. The purpose of which is (1) relending, or (2) purchasing receivables or other obligations.
The elements of quasi-banking as enumerated in Section X234.1 of the MORB are not present in the
operations of the Company. Thus, the Company is not engaged in quasi-banking. In this regard, the
Company is not among those companies that are under BSP supervision. Therefore, BSP exercises no
regulatory or supervisory jurisdiction over the Company.
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RELATED PARTY TRANSACTIONS
The Company in its ordinary course of business does not engage in any related party transactions except
for the following:

Lease of Office Space
The Company has existing lease agreement under arms-length terms with Phil.Management, Inc.
covering a portion of the office space identified as Unit E2204C located at the Philippine Stock Exchange
Center, Exchange Road, Pasig City. Phil.Management, Inc. is a company in which Sharone O. King and
Charmainne O. King, directors of AG Finance, are shareholders.
This lease and its subject space are not material to the operations of AG Finance.

Advances from Stockholders
Previously, the Company secured advances from stockholders which represent emergency funds for use
in the Company’s operations. These advances are noninterest-bearing and are payable within a year. The
outstanding balance as at December 31, 2010 amounting to ₱12,050,024 has been paid in full in 2011.
There are no advances from stockholders for the three months ended March 31, 2013.
For the disclosures on the related party transactions, please refer to Note 16 (Related Party Transactions)
of the Company’s Audited Financial Statements as of December 31, 2012.
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PHILIPPINE STOCK MARKET
The following information to be discussed is based on publicly available information which has not been
prepared or verified by the Company, the Issue Manager, or any of their respective affiliates or advisors
in connection with the sale of the Offer Shares.

Brief History
Historically, the Philippines had two operating independent stock exchanges. These were the Manila Stock
Exchange which was founded in 1927, and the Makati Stock Exchange which started in 1963. Each
exchange functioned under its own regulations and had its own set of Board of Governors.
Eventually, the Philippine Government decided to establish a single exchange, merging both the Makati
and Manila Exchanges. In 1992, the Philippine Stock Exchange (“PSE”) was incorporated by the officers
of both exchanges. Following this, in 1994, the licenses of the two independent exchanges were revoked,
legalizing the existence of the PSE. While the PSE maintained two trading floors, one in Makati City and
the other in Pasig City, an automated trading system was created to electronically link the two locations
and integrate the trading activities in the bourses.
In June 1998, the SEC granted the PSE Self-Regulatory Organization (“SRO”) status, giving it full control
over the monitoring of activities, the implementation of rules, and the imposition of penalties on erring
trading participants and listed companies. On August 8, 2001, the PSE was successful in its
demutualization, becoming a stock corporation compliant with the requirements of the SRC. The PSE has
an authorized capital stock amounting to ₱36.8 million, of which ₱15.3 million is subscribed and fully
paid-up. Fifty thousand shares of the new PSE, with par value of ₱1.00 per share, were granted to each
of the 184 member brokers. Each member broker was also given a "Trading Participant Certificate",
granting the recipient trading rights and permission to use the PSE's trading facilities. As a result of the
demutualization, the composition of the PSE Board of Governors changed, requiring the inclusion of
seven brokers and eight non-brokers, one of whom is the President. On December 15, 2003, the PSE
listed its shares by way of introduction at its own bourse as part of a series of reforms aimed at
enhancing the Philippine securities industry.
Companies on the PSE are listed either on the Main Board or the SME Board under the following
categories: financial, industrial, holding firms, property, services, mining and oil sectors. Each index
corresponds to the numerical average of the prices of component stocks. The PSE’s index, referred to as
the PSEi, reflects the price movements of 30 selected stocks listed on the PSE, representing the traded
stock prices from the various sectors. As of April 3, 2006, the PSE shifted from full market capitalization
to free float market capitalization, in tandem with the migration to the free float index and the renaming
of the PHISIX to PSEi. Driven by a demand for good corporate governance, the PSE established an online
daily disclosure system to improve the transparency of listed companies and to protect the investing
public.
With the increasing calls for good corporate governance, the PSE has adopted an online daily disclosure
system to improve the transparency of listed companies and to protect the investing public.
On June 6, 2013, the PSE informed the public that the SEC approved the PSE’s proposed Rules for Listing
in the Main and SME Boards on May 20, 2013. Prospectively, all applications for initial listing will be
evaluated based on the criteria set out in the Main and SME Board Listing Rules, which supersedes the
First, Second and SME Board rules of the Revised Listing Rules.
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Under the new listing rules for the Main Board, the applicant company must have a cumulative
consolidated EBITDA, excluding non-recurring items, of at least P50 Million for 3 full fiscal years
immediately preceding the application for listing and a minimum EBITDA of P10 Million for each of the 3
fiscal years and a proven track record of management throughout the last 3 years prior to the filing of
the application. There are exceptions to the 3 year track record, as follows:
a. The applicant company has been operating for at least 10 years prior to the filing of the
application and has a cumulative EBITDA of at least P50 Million for at least 2 of the 3 fiscal years
immediately preceding the filing of the listing application, or
b. The applicant company is a newly formed holding company which uses the operational track
record of its subsidiary.
The applicant company is likewise required to have a positive stockholder’s equity in the fiscal year
immediately preceding the filing of the application and at listing, must have a market capitalization of at
least P500 Million, an operating history of at least 3 years prior to application, minimum authorized capital
stock of P500 Million, a minimum of 25% of which must be subscribed and fully paid, compliant with the
tiered minimum offering to the public for initial listing, a minimum of one thousand stockholders upon
listing each owning at least 1 board lot and have an investor relation program to ensure that information
affecting the company are communicated effectively to the investors.
On the other hand, under the new listing rules for SME Board, an applicant company must have an
authorized capital stock of P100 Million or more, at least 25% of which must be subscribed and fully paid.
The applicant company must have a cumulative EBITDA, excluding non-recurring items, of at least P15
Million for the 3 fiscal years immediately preceding the application for listing, provided that a positive
EBITDA was generated in at least 2 of the last 3 fiscal years, including the fiscal year immediately
preceding the filing of the application and must have a proven track record of management throughout
the last 3 years prior to the filing of the application.
The applicant company is likewise not allowed to change its primary and/or secondary purpose(s) stated
in its Articles of Incorporation for a period of 7 years following its listing. For companies that are exempt
from the track record and operating history requirements, such as mining, petroleum and renewable
energy companies, they are prohibited from offering secondary securities during the IPO. Finally, a listed
company initially listed on the SME Board may, upon written request to the PSE, and payment of
applicable processing fees, be elevated for listing in the Main Board upon a showing that it has met the
requirements for listing in the Main Board.

Selected Stock Exchange Data
The Table 23 sets forth movements in the composite index from 1999 to 2012, and shows the number of
listed companies, market capitalization, and value of shares traded for the same period:

₱’ in billions

Composite index
at Closing

Number of Listed
Companies

Aggregate Market
Capitalization

Combined Value
of Turnover

Year
1999

2,142.9

226

1937.7

713.9

2000

1,494.5

230

2577.6

357.6

2001

1,168.1

232

2142.6

159.5

2002

1,018.4

234

2083.2

159.7

2003

1,442.4

236

2973.8

145.4
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₱’ in billions

Composite index
at Closing

Number of Listed
Companies

Aggregate Market
Capitalization

Combined Value
of Turnover

2004

1,822.8

236

4766.2

206.6

2005

2,096.0

237

5984.4

383.5

2006

2,982.5

240

7172.8

572.6

2007

3,621.6

244

7978.5

1338.2

2008

1,872.8

246

4069.2

763.9

2009

3,052.7

248

6029.1

994.2

2010

4,201.1

253

8,866.1

1,207.4

2011

4,372.0

245

8,697.0

1,422.6

2012

5,812.7

254

10,952.7

1,717.7

Table 23 PSE Selected Data

Trading
The PSE is a double auction market wherein stock brokers represent their respective buyers and sellers.
Bid or ask prices are posted on the PSE’s electronic trading system to enable trades. The system matches
a buy (or sell) order with the lowest asked (or highest bid) price, executing a trade. Buy and sell orders
received by one broker at the same price are crossed at the PSE at the indicated price. Generally,
confirmation slips are sent to a customer/s on the trade date (or the following trading date) to bill the
transaction. The buyer settles his or her purchase/s of listed securities on or before the third trading day
(the settlement date) following the trade. The payment for Small-Denominated Treasury Bonds on the
other hand, is settled on the actual trade day.
Trading on the PSE begins at 9:30AMand pauses for a one-and-a-half hour lunch break at 12:00PM. In
the afternoon, trading resumes at 1:30PM and ends at 3:30PM, with a 10-minute extension wherein
transactions may still be conducted provided that these are executed at the last traded price and are for
the purpose of completing unfinished orders. Trading days are Monday to Friday, except legal and special
holidays.
Minimum trading lots range from five (5) to 1,000,000 shares depending on the nature and price range of
the security traded. Odd-sized lots are traded by brokers on a Board intended for odd-lot trading.
The PSE closely monitors and regulates daily price fluctuations to maintain stability in the market. Under
current PSE regulations, upward and downward price movements of at least 50.0% would require the
PSE to automatically freeze the price of the security. In the event that the relevant company or
Government agency provides an official statement to explain and justify the price fluctuation, the affected
security will continue to be traded but only at the frozen price. Otherwise, the PSE will immediately
impose a trading halt on the listed security the following day, to be cancelled only upon the dissemination
of the issuer’s disclosure.
Non-resident Transactions
When the purchase/sale of Philippine shares of stock involves a non-resident, whether the transaction is
effected in the domestic or foreign market, it will be the responsibility of the securities dealer/broker to
register the transaction with the BSP. The local securities dealer/broker shall file with the BSP, within
three business days from the transaction date, an application in the prescribed registration form. After
compliance with other required undertakings, the BSP shall issue a Certificate of Registration. Under BSP
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rules, all registered foreign investments in Philippine securities including profits and dividends, net of
taxes and charges, may be repatriated.
Settlement
The Securities Clearing Corporation of the Philippines (“SCCP”) is a wholly-owned subsidiary of the PSE,
and was organized primarily as a clearance and settlement agency for SCCP-eligible trades executed
through the PSE’s facilities. It is responsible for (a) synchronizing both the settlement of funds and the
transfer of securities through Delivery versus Payment clearing as well as settlement of transactions of
Clearing Members, who are also Trading Participants of the Exchange; (b) guaranteeing the settlement of
trades in the event of default of a Trading Participant, through the implementation of its Fails
Management System and administration of the Clearing and Trade Guaranty Fund; and (c) performance
of Risk Management and Monitoring to ensure final and irrevocable settlement.
SCCP settles PSE trades on a 3-day rolling settlement environment. This means that the settlement of
trades takes place three (3) days after the transaction date (“T+3”). The deadline for settlement of
trades is 12:00PM of T+3. Securities that are sold must be in scripless form and listed under PDTC’s book
entry system. Each Trading Participant must maintain a Cash Settlement Account with one of the two
existing Settlement Banks of SCCP: Banco De Oro Unibank, Inc. and Rizal Commercial Banking
Corporation. Payment for purchased securities must be in good, cleared funds and must be final and
irrevocable. Settlement is currently done at the broker level.
SCCP implemented its new clearing and settlement system, CCCS, on May 29, 2006. CCCS makes use of
multilateral netting whereby the system automatically offsets “buy” and “sell” transactions by issue and
by flag, to arrive at a net receipt or a net delivery security position for each Clearing Member. The system
also nets all cash debits and credits into a single net cash position for each Clearing Member. The
construction of the original PSE trade contracts occurs, and SCCP stands between the original trading
parties and becomes the Central Counterparty to each PSE-Eligible trade cleared through it.
Scripless Trading
In 1995, the PDTC (formerly the Philippine Central Depository, Inc.), was organized to establish a central
depository in the Philippines and introduce scripless or book-entry trading in the Philippines. On
December 16, 1996, the PDTC was granted a provisional license by the SEC to act as a central securities
depository.
All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The
depository service of the PDTC provides the infrastructure for lodgment (deposit) and upliftment
(withdrawal) of securities, pledge of securities, securities lending and borrowing and corporate actions
including shareholders’ meetings, dividend declarations and rights offerings. The PDTC also provides
depository and settlement services for non-PSE trades of listed equity securities. For transactions on the
PSE, the security element of the trade will be settled through the book-entry system, while the cash
element will be settled through the settlement banks.
In order to benefit from the book-entry system, securities must be immobilized into the PDTC system
through a process called lodgment. Lodgment is the process by which shareholders transfer legal title
(but not beneficial title) over their shares of stock in favor of the PCD Nominee Corporation (“PCD
Nominee”), a corporation wholly-owned by the PDTC, whose sole purpose is to act as nominee and legal
title holder of all shares of stock lodged in the PDTC. “Immobilization” is the process by which the
warrant or share certificates of lodging holders are canceled by the transfer agent and the 146
corresponding transfer of beneficial ownership of the immobilized shares in the account of the PCD
Nominee through the PDTC participant will be recorded in the issuing corporation’s registry. This trust
arrangement between the participants and PDTC through the PCD Nominee is established by and
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explained in the PDTC Rules and Operating Procedures approved by the SEC. No consideration is paid
for the transfer of legal title to the PCD Nominee. Once lodged, transfers of beneficial title of the
securities are accomplished via book-entry settlement.
Under the current PDTC system, only participants (e.g. brokers and custodians) will be recognized by the
PDTC as the beneficial owners of the lodged equity securities. Thus, each beneficial owner of shares,
through his participant, will be the beneficial owner to the extent of the number of shares held by such
participant in the records of the PCD Nominee. All lodgments, trades and uplifts on these shares will have
to be coursed through a participant. Ownership and transfers of beneficial interests in the shares will be
reflected, with respect to the participant’s aggregate holdings, in the PDTC system, and with respect to
each beneficial owner’s holdings, in the records of the participants. Beneficial owners are thus advised
that in order to exercise their rights as beneficial owners of the lodged shares, they must rely on their
participant-brokers and/or participant-custodians.
Any beneficial owner of shares who wishes to trade his interests in the shares must course the trade
through a participant. The participant can execute PSE trades and non-PSE trades of lodged equity
securities through the PDTC system. All matched transactions in the PSE trading system will be fed
through the SCCP, and into the PDTC system. Once it is determined on the settlement date (T+3) that
there are adequate securities in the securities settlement account of the participant-seller and adequate
cleared funds in the settlement bank account of the participant-buyer, the PSE trades are automatically
settled in the SCCP Central Clearing and Central Settlement system, in accordance with the SCCP and
PDTC Rules and Operating Procedures. Once settled, the beneficial ownership of the securities is
transferred from the participant-seller to the participant-buyer without the physical transfer of stock
certificates covering the traded securities.
If a shareholder wishes to withdraw his stockholdings from the PDTC system, the PDTC has a procedure
of upliftment under which PCD Nominee will transfer back to the shareholder the legal title to the shares
lodged. The uplifting shareholder shall follow the Rules and Operating Procedures of the PDTC for the
upliftment of the shares lodged under the name of the PCD Nominee. The transfer agent shall prepare
and send a Registry Confirmation Advice to the PDTC covering the new number of shares lodged under
the PCD Nominee. The expenses for upliftment are for the account of the uplifting shareholder.
The difference between the depository and the registry would be on the recording of ownership of the
shares in the issuing corporations’ books. In the depository set-up, shares are simply immobilized,
wherein customers’ certificates are canceled and a confirmation advice is issued in the name of PCD
Nominee to confirm new balances of the shares lodged with the PDTC. Transfers among/between broker
and/or custodian accounts, as the case may be, will only be made within the book-entry system of the
PDTC. However, as far as the issuing corporation is concerned, the underlying certificates are in the PCD
Nominee’s name. In the registry set-up, settlement and recording of ownership of traded securities will
already be directly made in the corresponding issuing company’s transfer agents’ books or system.
Likewise, recording will already be at the beneficiary level (whether it be a client or a registered custodian
holding securities for its clients), thereby removing from the broker its current “de facto” custodianship
role.
Central Depository
In 1995, the PDTC was organized to establish a central depository in the Philippines as well as introduce
scripless or book-entry trading in the country. On December 16, 1996, the PDTC was granted a
provisional license by the SEC to act as a central securities depository.
All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The PDTC’s
depository services provides the infrastructure for lodgment (deposit) and upliftment (withdrawal) of
securities, pledge of securities, securities lending and borrowing, and corporate actions including
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shareholders’ meetings, dividend declarations, and rights offerings. The PDTC also provides depository
and settlement services for non-PSE trades of listed equity securities. For transactions on the PSE, the
security element of the trade will be settled through the book-entry system, while the cash element will
be settled through the current settlement banks namely, Rizal Commercial Banking Corporation and BDO
Unibank, Inc.
In order to benefit from the book-entry system, securities must be immobilized into the PDTC system
through a process called lodgment. Lodgment is the process by which shareholders transfer legal title
(but not beneficial title) over their shares of stock in favor of PCD Nominee Corporation (”PCD Nominee”).
PCD Nominee is a corporation wholly owned by the PDTC with the sole purpose of acting as nominee and
legal title holder of all shares of stock lodged into the PDTC. Immobilization is the process by which the
transfer agent cancels warrant or share certificates of lodging holders. The corresponding transfer of
beneficial ownership of the immobilized shares into the account of PCD Nominee through the PDTC
participant will then be recorded in the Issuer’s registry. This trust arrangement between the participants
and PDTC through PCD Nominee is established by and explained in the PDTC Rules and Operating
Procedures approved by the SEC. No consideration is paid for the transfer of legal title to PCD Nominee.
Once lodged, transfers of beneficial title of the securities are accomplished via book-entry settlement.
Under the current PDTC system, only participants (e.g. brokers and custodians) will be recognized by the
PDTC as the beneficial owners of the lodged equity securities. Thus, each beneficial owner of shares,
through his participant, will be the beneficial owner to the extent of the number of shares held by such
participant in the records of the PCD Nominee. All lodgments, trades and uplifts on these shares will have
to be coursed through a participant. Ownership and transfers of beneficial interests in the shares will be
reflected, with respect to the participant’s aggregate holdings, in the PDTC system, and with respect to
each beneficial owner’s holdings, in the records of the participants. Beneficial owners are thus advised to
heavily rely on their participant-brokers and/or participant-custodians in order to exercise their rights as
beneficial owners of the lodged shares.
Any beneficial owner of shares who wishes to trade his interests in the shares must course the trade
through a participant. Through the PDTC system, the participant can execute PSE trades and non-PSE
trades of lodged equity securities. All matched transactions in the PSE trading system will be fed through
the SCCP, and into the PDTC system. On the settlement date (trading date plus three trading days), once
it has been determined that the participant-seller has adequate securities in his or her securities
settlement account and that the participant-buyer has enough cleared funds in his or her settlement bank
account, the PSE trades will automatically be settled in the CCCS, in accordance with the SCCP and PDTC
Rules and Operating Procedures. Once settled, the beneficial ownership of the securities is transferred
from the participant-seller to the participant-buyer without the physical transfer of stock certificates
covering the traded securities.
If a stockholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a procedure
of upliftment under which PCD Nominee will transfer the legal title to the shares lodged back to the
stockholder. The uplifting shareholder shall follow the Rules and Operating Procedure of the PDTC for the
upliftment of shares lodged under the name of PCD Nominee. The transfer agent shall prepare and send
a Registry Confirmation Advice to the PDTC covering the new number of shares lodged under PCD
Nominee. The uplifting shareholder must also shoulder all expenses for upliftment.
In the depository set-up, shares are simply immobilized, wherein customers’ certificates are canceled and
a confirmation advice is issued in the name of PCD Nominee. Transfers among/between broker and/or
custodian accounts, as the case may be, will only be made within the PDTC book-entry system. However,
as far as the issuing corporation is concerned, the underlying certificates are in the nominee’s name. In
the registry set-up, settlement and recording of ownership of traded securities will already be directly
made in the corresponding issuing company’s transfer agents’ books or system. Likewise, recording will
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already be at the beneficiary level (whether it be a client or a registered custodian holding securities for
its clients), thereby removing the “de facto” custodianship role from the broker.
Amended Rule on Lodgment of Securities
On June 24, 2009, the PSE apprised all listed companies and market participants through Memorandum
No. 2009-0320 that commencing on July 1, 2009, as a condition for the listing and trading of the
securities of an applicant company, the applicant company shall electronically lodge its registered
securities with the PDTC or any other entity duly authorized by the SEC, without any jumbo or mother
certificate, in compliance with the requirements of Section 43 of the SRC. In compliance with the
foregoing requirement, actual listing and trading of securities on the scheduled listing date shall take
effect only after submission by the applicant company of the documentary requirements stated in Article
III Part A of the PSE’s Revised Listing Rules.
For listing applications, the amended rule on lodgment of securities is applicable to:
(i)
(ii)
(iii)
(iv)

The offer shares/securities of the applicant company in the case of an initial public offering;
The shares/securities that are lodged with the PDTC, or any other entity duly authorized by
the Commission in the case of a listing by way of introduction;
New securities to be offered and applied for listing by an existing listed company; and
Additional listing of securities of an existing listed company.

Pursuant to the said amendment, the PDTC issued an implementing procedure in support thereof to wit:


For new companies to be listed on the PSE as of July 1, 2009, the usual procedure will be
observed but the Transfer Agent of the companies shall no longer issue a certificate to PCD
Nominee but shall instead issue a Registry Confirmation Advice, which shall be the basis for the
PDTC to credit the holdings of the Depository Participants on listing date.



For existing listed companies, the PDTC shall wait for the advice of the Transfer Agents that it is
ready to accept surrender of PCNC jumbo certificates and upon such advice the PDTC shall
surrender all PCNC jumbo certificates to the Transfer Agents for cancellation. The Transfer
Agents shall issue a Registry Confirmation Advice to PCNC evidencing the total number of shares
registered in the name of PCNC in the Issuer’s registry as a confirmation date.

Issuance of Stock Certificates for Certificated Shares
On or after the listing of the shares on the PSE, any beneficial owner of the shares may apply with PDTC
through his broker or custodian-participant for a withdrawal from the book-entry system and return to
the conventional paper-based settlement. If a shareholder wishes to withdraw his stockholdings from the
PDTC system, the PDTC has a procedure of upliftment under which PCD Nominee will transfer back to the
shareholder the legal title to the shares lodged. The uplifting shareholder shall follow the Rules and
Operating Procedures of the PDTC for the uplifting of the shares lodged under the name of the PCD
Nominee. The transfer agent shall prepare and send a Registry Confirmation Advice to the PDTC covering
the new number of shares lodged under PCD Nominee. The expenses for upliftment are on the account
of the uplifting shareholder.
Upon the issuance of stock certificates for the shares in the name of the person applying for upliftment,
such shares shall be deemed to be withdrawn from the PDTC book-entry settlement system, and trading
on such shares will follow the normal process for settlement of certificated securities. The expenses for
upliftment of the shares into certificated securities will be charged to the person applying for upliftment.
Pending completion of the upliftment process, the beneficial interest in the shares covered by the
application for upliftment is frozen and no trading and book-entry settlement will be permitted until the
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relevant stock certificates in the name of the person applying for upliftment shall have been issued by the
relevant company’s transfer agent.
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PHILIPPINE FOREIGN INVESTMENT, FOREIGN OWNERSHIP,
AND EXCHANGE CONTROLS
Registration of Foreign Investments and Exchange Controls
The policy of the BSP in the registration of foreign investments in listed Philippine securities (such as the
Common Shares) depends on the source of foreign exchange to be used. If the foreign exchange needed
to service the repatriation of capital and the remittance of dividends, profits, and earnings which accrue
will be sourced from the banking system, registration with the BSP is necessary. Otherwise, if the foreign
exchange required for servicing capital repatriation or dividends, profits, and earnings remittance will be
sourced outside the banking system, registration with the BSP is not required. A stockbroker/dealer or an
underwriter must directly file the application for registration with the BSP or with a custodian bank. A
custodian bank may be any commercial bank or offshore banking unit in the Philippines designated by
the investor to register the investment, hold shares for the investor, and represent the investor in all
necessary actions in connection with his investments in the Philippines. Applications for registration must
be accompanied by:
1. a purchase invoice, or subscription agreement and/or proof of listing in the PSE
2. a credit advice or bank certification showing the amount of foreign currency inwardly remitted
and converted to Pesos through a commercial bank
3. in certain instances, transfer instructions from the stockholder and/or dealer, as the case may be.
Upon submission of the required documents, a Bangko Sentral Registration Document (“BSRD”)
will be issued by the BSP or by the investor’s custodian bank
Proceeds of divestments or dividends of registered investments are repatriable or remittable immediately
in full through the Philippine commercial banking system, net of applicable taxes, without need of
approval from BSP. Upon presentation of the BSRD, remittance is permitted at the exchange rate
applicable on the date of actual remittance. Pending repatriation or reinvestment, divestment proceeds,
as well as dividends of registered investments, may be lodged temporarily in interest-bearing deposit
accounts. Interest earned thereon, net of taxes, is also remittable in full. Remittance of divestment
proceeds of dividends may be reinvested in the Philippines as long as the investments are registered with
the BSP or the investor’s custodian bank.
With the approval of the President of the Philippines, the BSP has the power to restrict the availability of
foreign exchange when an exchange crisis is experienced, when such crisis is likely to happen, or in times
of national emergency.
The foreign investor is responsible for the registration of all foreign investments in the Offer Shares with
the BSP.

Restriction on Foreign Ownership
The Philippine Constitution and related statutes set forth restrictions on foreign ownership of companies
engaged in certain activities, among them ownership of private land. The Constitution, in relation to
Commonwealth Act No. 141, states that no private land shall be transferred or conveyed except to
citizens of the Philippines or to corporations or associations organized under the laws of the Philippines
who own at least 60% of total capital.
Under R.A. 8556, financing companies shall be organized in the form of stock corporations at least 40%
of the voting stock of which is owned by citizens of the Philippines. Furthermore, R.A. 8556 mandates
that foreign nationals are not allowed to own stock in any financing company in the Philippines unless the
country for which they are nationals provides the same reciprocal rights to Filipinos in the ownership of
financing companies, or any counterpart entity in such country.
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LEGAL MATTERS
Certain legal matters as to Philippine law relating to the Offer Shares will be passed upon by Chan Robles
& Associates legal counsel to AG Finance, and Martinez Vergara Gonzalez and Serrano, legal counsel to
the Issue Manager and the Sole Underwriter.
None of the foregoing legal counsel has shareholdings in AG Finance nor any right, whether legally
enforceable or not, to nominate persons or to subscribe for securities in AG Finance. None of the legal
counsels will receive any direct or indirect interest in AG Finance or in any securities thereof (including
options, warrants or rights thereto) pursuant to or in connection with the Offer.
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TAXATION
The following section summarizes certain Philippine tax aspects of an investment in the Offer Shares.
These statements are derived from laws, regulations, rulings, income tax conventions (treaties),
administrative practices, and judicial decisions in effect at the date of this Prospectus. Future legislative,
judicial, or administrative changes or interpretations may be retroactive and may affect the respective
taxation on a potential investment in the Offer Shares. The tax treatment of a prospective investor is
subjective and some investors may be subject to special rules not stated in this section. This discussion
does not intend to address all tax aspects that may be relevant to an investor and is not a comprehensive
explanation of the Philippine tax aspects of an investment in shares. The section does not include details
regarding the tax aspects of acquiring, owning, holding, or disposing the shares under applicable tax laws
of other applicable jurisdictions and the specific tax consequence in light of particular situations of
acquiring, owning, holding, and disposing the shares in such other jurisdictions. This summary does not
intend to discuss all tax aspects that may be relevant to a holder of the Common Shares.
Each Prospective Holder Should Consult With His Own Tax Adviser As To The Particular Tax
Consequences To Such Holder Of Purchasing, Owning, And Disposing Of The Offer Shares, Including The
Applicability And Effect Of Any Local And National Tax Laws.
Corporate Income Tax
A domestic corporation is subject to a tax of 30.0% (effective January 1, 2009 pursuant to Republic Act
No. 9337) of its taxable income from all sources within and outside the Philippines except, among others,
(a) gross interest income from currency bank deposits and yield from deposit substitutes, trust funds, and
similar arrangements as well as royalties from sources within the Philippines which are generally taxed at
the lower final withholding tax rate of 20.0% of the gross amount of such income; and (b) interest
income from a depository bank under the expanded foreign currency deposit system which is subject to a
final tax rate of 7.5% of such income.
A minimum corporate income tax of 2.0% of the gross income as of the end of the taxable year is
imposed on a domestic corporation beginning on the fourth taxable year immediately following the year
in which such corporation commenced its business operations, when the minimum corporate income tax
is greater than the ordinary income tax for the taxable year. Even so, any excess of the minimum
corporate income tax over the ordinary corporate income tax shall be carried forward and credited
against the latter for the three immediately succeeding taxable years. Further, under certain conditions,
the minimum corporate income tax may be suspended with respect to a corporation that suffers losses
due to a prolonged labor dispute, force majeure, or legitimate business reasons.
Tax on Dividends
Cash and property dividends received from a domestic corporation by individual shareholders who are
either citizens or residents of the Philippines are subject to income tax at the rate of 10.0%. Cash and
property dividends received by domestic corporations or resident foreign corporations are not subject to
tax. Cash and property dividends received from a domestic corporation by non-resident alien individuals
engaged in trade or business in the Philippines are subject to a 20.0% tax on the gross amount thereof,
while cash and property dividends received by non-resident alien individuals not engaged in trade or
business in the Philippines are subject to tax at 25.0% of the gross amount, subject, however, to the
applicable preferential tax rates under tax treaties executed between the Philippines and the country of
residence or domicile of such non-resident foreign individuals. A non-resident alien who comes to the
Philippines and stays in the country for an accumulated period of more than 180 days during any
calendar year will be deemed a non-resident alien engaged in trade or business in the Philippines.
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Cash and property dividends received from a domestic corporation by a non-resident foreign corporation
not engaged in trade or business in the Philippines are generally subject to tax at the rate of 30.0%
(pursuant to Republic Act 9337 effective January 1, 2009). Subject to applicable preferential tax rates
under treaties in force between the Philippines and the country of domicile of such non-resident foreign
corporation, cash and property dividends received are subject to a final withholding tax at the rate of
15.0%; provided that the country in which the non-resident foreign corporation is domiciled (a) imposes
no taxes on foreign–sourced dividends; or (b) allows a credit against the tax due from the non-resident
foreign corporation taxes deemed to have been paid in the Philippines equivalent to the difference
between the regular income tax on corporations and the 15.0%.
Tax Treaties
The Table 24 lists some of the countries with which the Philippines has tax treaties and the currently
applicable tax rates to non-resident holders who are residents of those countries:

Country
Canada
France
Germany
Japan
Singapore
United Kingdom
United States

Dividend (in %)
251
152
153
254
255
256
257

Table 24 Tax Treaties of Selected Countries

Stock transaction
tax on sale or
disposition
effected through
the PSE (in %)
0.5%8
0.5%
0.5%
0.5%8
0.5%8
0.5%10
0.5%

Notes:

Capital gains tax
Due on disposition
of Shares outside
of the PSE (in %)
Exempt 8
Exempt8
5/109
Exempt
Exempt
Exempt10
Exempt 8

(1) 15.0% if recipient company controls at least 10.0% of the voting power of the company paying the dividends.
(2) 10.0% if the recipient company holds directly at least 10.0% of the voting shares of the company paying the
dividends.
(3) 10.0% if the recipient company owns directly at least 25.0% of the capital of the company paying the dividends.
(4) 10.0% if the recipient company holds directly at least 25.0% of either the voting shares of the company paying
the dividends or of the total shares issued by that company during the six-month period immediately before the
date of payment of the dividends.
(5) 15.0% if during the part of the paying company’s taxable year which precedes the date of payment of dividends
and during the whole of its prior taxable year at least 15.0% of the outstanding shares of the voting stock of the
paying company was owned by the recipient company.
(6) 15.0% if the recipient company is a company which controls directly or indirectly at least 10% of the voting
power of the company paying the dividends.
(7) 20.0% if during the part of the paying corporation’s taxable year which precedes the date of payment of
dividends and during the whole of its prior taxable year at least 10.0% of the outstanding shares of the voting
stock of the paying corporation was owned by the recipient corporation. The withholding tax on dividends paid
to corporations domiciled in the United States may be further reduced to 15.0% under the tax-sparing clause of
the Republic Act No. 8424, otherwise known as the Tax Reform Act of 1997, as amended (the ‘‘Philippine Tax
Code’’).
(8) Capital gains are taxable only in the country where the seller is a resident, provided the shares are not those of
a corporation, the assets of which consist principally of real property situated in the Philippines, In which case
the sale is subject to Philippine taxes. Under Philippine tax regulations, the term “principally” means more than
50% of the entire assets of the Philippine corporation in terms of value.
(9) Under the RP-Germany Tax Treaty, capital gains from the alienation of shares of a Philippine corporation may be
taxed in the Philippines irrespective of the nature of the assets of the Philippine corporation. Tax rates are 5.0%
on the net capital gains realized during the taxable year not in excess of ₱100,000.00 and 10.0% on the net
capital gains realized during the taxable year in excess of ₱100,000.00.
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(10) Under the RP-UK Tax Treaty, capital gains on the sale of the stock of Philippine corporations are subject to tax
only in the country where the seller is a resident.

Stock dividends distributed pro-rata to any holder of shares of stock are not subject to Philippine income
tax. A stock dividend constitutes income if it gives the shareholder an interest different from that which
his former stock holdings represented. A stock dividend does not constitute income if the new shares
confer no different rights or interest than did the old.
Any availment of tax treaty relief should be preceded by an application for tax treaty relief filed in
accordance with regulations issued by Philippine tax authorities. Thereafter, if regular tax rate is withheld
by the paying corporation instead of the reduced rates applicable under a treaty, the nonresident holder
of the shares may file a claim for refund from the BIR. However, because the refund process in the
Philippines requires the filing of an administrative claim and the submission of supporting information,
and may also involve the filing of a judicial appeal, it may be impractical to pursue such a refund.

Sale, Exchange or Disposition of Shares
Capital Gains Tax, if sale was made outside the PSE
Net capital gains realized by a resident or non-resident other than a dealer in securities during each
taxable year from the sale, exchange, or disposition of shares of stock outside the facilities of the PSE,
unless an applicable treaty exempts such gains from tax or provides for preferential rates, are subject to
tax as follows: 5.0% on gains not exceeding ₱100,000.00 and 10.0% on gains over ₱100,000.00. An
application for tax treaty relief must be filed with (and approved) by the Philippine tax authorities in order
to obtain an exemption under a tax treaty. The capital gains tax described above shall apply (unless an
applicable treaty exempts such gains from tax or provides for preferential rates) to the secondary sale of
the common shares by the holder thereof to another party made outside the facilities of the PSE.
Stock Transaction Tax
A sale or other disposition of shares of stock through the facilities of the PSE by a resident or a nonresident holder, other than a dealer in securities, is subject to a stock transaction tax at the rate of 0.5%
of the gross selling price or gross value in money of the shares of stock sold or otherwise disposed,
unless an applicable treaty exempts such sale from said tax. This tax is required to be collected by and
paid to the Philippine Government by the selling stockbroker on behalf of his client. The stock transaction
tax is classified as a percentage tax in lieu of a capital gains tax. Under certain tax treaties, the
exemptions from capital gains tax discussed herein may not be applicable to the stock transaction tax.
Value Added Tax
Value Added Tax of 12.0% may generally be imposed on the gross income earned by dealers in securities
on the sale of shares and on the commission earned by the PSE-registered broker, which is generally
passed on to the client.
Documentary Stamp Tax
The original issue of shares of stock is subject to documentary stamp tax of ₱1.00 for each ₱200.00 par
value, or a fraction thereof, of the shares of stock issued. The secondary transfer of shares of stock is
subject to a documentary stamp tax of ₱0.75 for each ₱200.00 par value, or a fractional part thereof, of
the share of stock transferred. However, for a five-year period from March 20, 2004, the sale, barter or
exchange of shares of stock listed and traded at the PSE shall be exempt from documentary stamp tax.
Please note that said exemption expired on March 20, 2009. However, on June 30, 2009, President Gloria
Macapagal-Arroyo signed Republic Act No. 9648, which permanently exempts the sale, barter, or
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exchange of shares of stock listed and traded through the local stock exchange from the documentary
stamp tax and was made retroactive to March 20, 2009.
In addition, the borrowing and lending of securities executed under the Securities Borrowing and Lending
Program of a registered exchange, or in accordance with regulations prescribed by the appropriate
regulatory authority, are likewise exempt from documentary stamp tax. However, the securities
borrowing and lending agreement should be duly covered by a master securities borrowing and lending
agreement acceptable to the appropriate regulatory authority, and should be duly registered and
approved by the BIR.

Estate and Donor’s Taxes
Shares issued by a corporation organized under Philippine laws are deemed to have a Philippine situs,
and any transfer thereof by way of donation or succession, even if made by a non-resident decedent or
donor outside the Philippines, is subject to Philippine estate and donor’s tax. The transfer of shares of
stock upon the death of an individual holder to his heirs by way of succession, whether such holder was a
citizen of the Philippines or an alien, regardless of residence, is subject to Philippine taxes at progressive
rates ranging from 5.0% to 20.0%, if the net estate is over ₱200,000.00. On the other hand, individual
and corporate holders, whether or not citizens or residents of the Philippines, who transfer shares of
stock by way of gift or donation are liable to pay Philippine donors’ tax on such transfer of shares ranging
from 2.0% to 15.0% of the net gifts during the year exceeding ₱100,000.00. The tax rate with respect
to net gifts made to a stranger (i.e., one who is not a brother, sister, spouse, ancestor, lineal descendant,
or relative by consanguinity within the fourth degree of relationship) is a flat rate of 30.0%. Estate and
donors’ taxes, however, shall not be collected in respect of intangible personal property, such as shares
of stock: (a) if the decedent at the time of his death or the donor at the time of the donation was a
citizen and resident of a foreign country which at the time of his death or donation did not impose a
transfer tax of any character, in respect of intangible personal property of citizens of the Philippines not
residing in that foreign country; or (b) if the laws of the foreign country of which the decedent or donor
was a citizen and resident at the time of his death or donation allows a similar exemption from transfer or
death taxes of every character or description in respect of intangible personal property owned by citizens
of the Philippines not residing in that foreign country.

Taxation Outside of the Philippines
Shares of stock in a domestic corporation are considered under Philippine law as situated in the
Philippines and the gain derived from their sale is entirely from Philippine sources; hence such gain is
subject to Philippine income tax and the transfer of such shares by gift (donation) or succession is
subject to the donors’ or estate taxes stated above. The tax treatment of a non- resident holder of shares
of stock in jurisdictions outside the Philippines may vary depending on the tax laws applicable to such
holder by reason of domicile or business activities and such holder’s particular situation. This Prospectus
does not discuss the tax considerations on non- resident holders of shares of stock under laws other than
those of the Philippines.
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MATERIAL CONTRACTS
The Company’s principal contracts consist of contracts with Client-companies for Salary Loans and loan
agreements with creditor banks. Besides these, the Company is not part of any other contract of material
importance and outside the normal course of the Company’s business. Following this, the Directors are
not aware of any such contract that may involve the Company.

Credit Line and Surety Agreements
(a) China Bank
On November 29, 2012, AG Finance obtained a credit facility with China Banking Corporation
composed of:
a. FCDU Loan Line of up to $500,000 secured by a Surety Agreement for $500,000
executed on July 20, 2012 by AG Finance as principal with Tony O. King and Sharone O.
King, in their respective personal capacities, as sureties.
b. Loan Line of up to ₱100 million to be availed through issuance of promissory notes with
interest collected in advance at prevailing market rates. The Line is secured by a Surety
Agreement for P100 Million executed on July 20, 2012 by AG Finance as principal with
Tony O. King and Sharone O. King, in their respective personal capacities, as sureties.
c. Bills Purchase Line of up to ₱5 million with interest at the prevailing market rate to be
applied against acceptable third-party peso checks.
As of the date of this Prospectus, AG Finance has availed ₱50 million through the following:
Promissory Note No.
Value Date
Maturity Date
Client/Account Name
Amount
Interest

Proceeds shall be used for
Maker
Documentary Stamp Tax
Paid

:
:
:
:
:
:

25070020163
October 22, 2012
January 21, 2013
AG Finance, Inc.
₱50,000,000.00
6.5% per annum

:
:
:

Interest payable monthly in advance for the first 31 days
(October 22 – November 22, 2012) @ 6.5% p.a. First interest
payment was paid on November 22, 2012 and every month
thereafter until fully paid at the prevailing rate as determined on
the date of interest payment
Renewal of TLC 0330
AG Finance, Inc. by Tony O. King and Sharone O. King
₱62,328.77

Tony O. King and Sharone O. King also executed in favor to China Bank a Surety Agreement. This
agreement binds the Surety/Sureties to the creditor that in the event of default by AG Finance, the
Surety/Sureties guarantee to pay China Bank the full amount of the outstanding obligations of the
debtor without need of demand or notice. This agreement secures the payment to China Bank of all
obligations of AG Finance including interests, fees, penalties and other charges stated in this Surety
Agreement. Under this Surety Agreement, the Surety/Sureties are in full consent to be jointly and
severally liable for all the obligations contracted by AG Finance with China Bank.
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(b) BDO
On July 19, 2012, the Company obtained a credit line with BDO composed of the following:




Credit Line of up to ₱100 million with expiry date of May 31, 2013. In case of availment, the term
of the repayment ranges from 30 to 180 days. Interest is set at the prevailing market rates
charged by the Bank for loans of similar amount and terms and shall be computed on the basis of
the actual number of days elapsed and payable in arrears.
Domestic Bills Purchase Line of up to ₱5 million expiring on May 31, 2013 wherein checks shall be
purchased at face value.

Both lines are secured by continuing Suretyships executed by Tony O. King and Sharone O. King.
As of the date of this Prospectus, the Company has availed of ₱50 milli on through the following:
PN No.
Original Amount
Value date
Maturity Date
Mode of payment
Interest rate
Interest period covered
Signed by

:
:
:
:
:
:
:
:

802500015858
₱25,000,000.00
September 10, 2012
March 8, 2013
Principal on maturity
9.2020% - as per the Promissory Note
December 6, 2012- January 8, 2013
Sharone King and Leila Jorge

PN No.
Original Amount
Value date
Maturity date
Mode of payment
Interest rate
Interest period covered
Signed by

:
:
:
:
:
:
:
:

802500018154
₱25,000,000.00
October 19, 2012
April 17, 2013
Principal on maturity
9.0144% - as per Promissory Note
December 20, 2012 - January 22, 2013
Sharone King and Leila Jorge

(c) Security Bank
On June 11, 2012, AG Finance obtained from Security Bank a Credit Facility composed of:


Loan line of up to ₱50 million to be used for working capital requirements. The loan can be
availed of upon issuance of a promissory note with a tenor of up to 180 days. The applicable
interest is the prevailing bank lending rate, subject to periodic setting and payment is in arrears.



Domestic Bills Purchase Line of up to ₱10 million available for outright purchase of local and
regional checks. Interest is waived except for returned checks which shall be charged interest
based on the prevailing bank lending rate.

The facilities also provide that both lines shall expire on May 31, 2013 and total credit
accommodations shall be secured by the Continuing Suretyships of Tony O. King and Sharone O.
King. Lastly, all out of pocket expenses such as DST and notarial fees are for the account of AG
Finance.
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Lease Contracts
AG Finance leases out its owned properties to other companies and also leases storage facilities for use in
its business.
1. Contract of Lease for Office Space
AG Finance leases out its Unit 2204-C located in Philippine Stock Exchange Centre East Tower to
Phil.Management, Inc., a related entity. Sharone O. King and Charmainne O. King are shareholders of
Phil.Management, Inc.
The lease was executed on June 29, 2012 and covers the period from July 1, 2012 to June 30, 2013 and
may be renewable on a yearly basis. The monthly rental is Ten thousand Fifty Pesos (P10,500.00),
inclusive of VAT.
2. Contract of Lease for Storage Space
AG Finance leases a storage space located in Storage unit ES-1211, 12th floor East Tower, Philippine
Stock Exchange Centre, Exchange Road, Ortigas Center, Pasig City from Philippine Realty and Holdings
Corporation from June 9, 2012 to June 8, 2013, with option to extend the term upon agreement of the
parties.
The agreement was executed on June 14, 2012 with a monthly rent of Five Thousand Eight Hundred
Forty-Two Pesos and Twenty Centavos (₱5,842.20), inclusive of the 12% expanded VAT and net of 5%
withholding tax, and exclusive of Condominium Dues. The agreement provides that the real property
taxes are for the account of the lessor.

Special Collection Contract with DebtKollect Company, Inc.
AG Finance entered into a contract with Debtkollect Co., Inc. dated July 16, 2009 wherein AG Finance
engaged the services of Debtkollect to collect past due loans of AG Finance. The contract provides that
Debtkollect will be paid an acceptance fee in the following amounts shown in Table 25:
Amount to be Collected

Acceptance Fee

less than Php100,000.00
more than Php100,000.00 but less
than Php1,000,000.00
more than Php1,000,000.00 but less
than Php10,000,000.00

₱3,000.00

₱10,000.00

more than Php10,000,000.00

₱20,000.00

₱5,000.00

Table 25 DebtKollect Co., Inc. Acceptance Fee

The contract also assures Debtkollect a success fee of fifteen percent (15%) based on amount actually
collected or recovered for the client for extra-judicial collection and twenty percent (20%) based on
amount actually collected or recovered from adverse party in case of judicial collection. Necessary
expenses such as transportation fares, messengerial services, cost of paper, postage shall be shouldered
by AG Finance.
In case of court action, the filing fee shall be for the expense of AG Finance and Debtkollect lawyers are
entitled to an appearance fee ₱3,000.00 per day for a total of 15 appearances in court. Appearances in
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expense of 15 shall be for the account of Debtkollect. Suits outside of Metro Manila shall be subject to
negotiation between AG Finance and Debtkollect.

Client-company Contracts
1. David’s Salon, Inc.
AG Finance entered into a contract with DSI in March 14, 2005 allowing the latter party’s employees to
avail of Salary Loans from the Company for personal purposes. The contract is valid for two years and
unless either party provides a written notice of termination to the other party 30 days before the
expiration of the contract, the contract will be automatically renewed for another two years.
The contract contains the rights and responsibilities of the contracting parties as well as the agreed upon
terms and conditions. AG Finance shall extend Salary Loans to regular employees of DSI at a monthly
interest rate of 3.3%, payable in six, nine, or 12 months by monthly or semi-monthly installments
depending on DSI’s payroll practices. An employee is allowed to have a maximum loan amount equivalent
to two months of his or her basic pay.
AG Finance is authorized to refuse or hold any loan application until the applicant has submitted all
requirements. The Company has the right to increase the applicable interest rate without prior notice to
DSI, provided that the increase will apply to new, additional, and/or renewed loans. Finally, AG Finance
has the right to add an interest rate of 24.0% per annum to the unpaid amount in the event that DSI
fails to pay the amount due to AG Finance for the period within an allowable grace period of 10 days.
On the other hand, DSI must deduct from the employees’ salaries the semi-monthly amortizations due
and remit these amounts to AG Finance within 10 banking days from payroll dates until the loan and
interest due is fully paid. In the event of the employee’s separation before settling his or her loan, AG
Finance may deduct the remaining balance from the employee’s terminal benefits so long as he or she
has settled all obligations and balances with DSI. In the event that the terminal benefit amount is
insufficient to settle the outstanding loan, AG Finance may collect the amount from the co-makers of the
said employee.
2. Emirate Security and Maintenance System, Incorporated
AG Finance entered into a contract with ESMS in 2002, allowing the latter party’s employees to avail of
Salary Loans from the Company for personal purposes. The contract is valid for two years and unless
either party provides a written notice of termination to the other party 30 days before the expiration of
the contract, the contract will be automatically renewed for another two years.
The contract contains the rights and responsibilities of the contracting parties as well as agreed upon
terms and conditions. AG Finance shall extend Salary Loans to the regular employees of ESMS at a
monthly interest rate of 2.0%, payable in four, six, nine, or 12 months by monthly or semi-monthly
installments, depending on ESMS payroll practices. An employee may avail of a maximum loan amount
equivalent to two months of his or her basic pay, but must not exceed ₱150,000.
AG Finance is authorized to refuse or hold any loan application until the applicant has submitted all
requirements. The Company has the right to increase the applicable interest rate without prior notice to
ESMS, provided that the increase will apply only to new, additional, and/or renewed loans. AG Finance
shall pay ESMS a collection fee equal to 1.6% of the total actual collections amount. The amount of total
collections remitted to AG Finance shall be net of the collection fee. In the event that ESMS fails to remit
the collection due within the period stipulated and without justifiable cause, it shall forfeit its right to the
collection fee.
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On the other hand, ESMS must deduct from the employees’ salaries the semi-monthly amortizations due
and remit these amounts to AG Finance within five (5) banking days from payroll dates until the loan and
interest due is fully paid. In the event of the employee’s separation before settling his or her loan, AG
Finance may deduct the remaining balance from the employee’s terminal benefits so long as he or she
has settled all obligations and balances with ESMS. In the event that the terminal benefit amount is
insufficient to settle the outstanding loan, ESMS shall have no obligation for the outstanding balances of
the terminated employee.
3. Gold’s Gym
AG Finance entered into a contract with Gold’s Gym, Inc. (“Gold’s”) in June 28, 2005 allowing the latter
party’s employees to avail of Salary Loans from the Company for business and/or personal purposes. The
contract is valid for two years and unless either party provides a written notice of termination to the
other party 30 days before the expiration of the contract, the contract will be automatically renewed for
another two years.
The contract contains the rights and responsibilities of the contracting parties as well as the agreed upon
terms and conditions. AG Finance shall extend Salary Loans to regular employees of Gold’s at a monthly
interest rate of 2.5%, payable in six, nine, or 12 months by monthly or semi-monthly installments
depending on Gold’s payroll practices. An employee is allowed to have a maximum loan amount
equivalent to two months of his or her basic pay.
AG Finance is authorized to refuse or hold any loan application until the applicant has submitted all
requirements. The Company has the right to increase the applicable interest rate with prior notice to
Gold’s, provided that the increase will apply to new, additional, and/or renewed loans. Finally, AG Finance
has the right to add a penalty charge of 3% per month to the unpaid amount of collection in the event
that Gold’s fails to pay the amount due to AG Finance for the period within an allowable grace period of 5
days.
On the other hand, Gold’s must deduct from the employees’ salaries the monthly amortizations due and
remit these amounts to AG Finance within 5 banking days from payroll dates until the loan and interest
due is fully paid. In the event of the employee’s separation before settling his or her loan, AG Finance
may deduct the remaining balance from the employee’s terminal benefits so long as he or she has settled
all obligations and balances with Gold’s. . In the event that the terminal benefit amount is insufficient to
settle the outstanding loan, Gold’s shall have no obligation for the outstanding balances of the terminated
employee.
4. L.A. Fitness, Inc.
AG Finance entered into a contract with L.A. Fitness, Inc. in June 28, 2005 allowing the latter party’s
employees to avail of Salary Loans from the Company for business and/or personal purposes. The
contract is valid for two years and unless either party provides a written notice of termination to the
other party 30 days before the expiration of the contract, the contract will be automatically renewed for
another two years.
The contract contains the rights and responsibilities of the contracting parties as well as the agreed upon
terms and conditions. AG Finance shall extend Salary Loans to regular employees of L.A. Fitness at a
monthly interest rate of 2.5%, payable in six, nine, or 12 months by monthly or semi-monthly
installments depending on L.A. Fitness’ payroll practices. An employee is allowed to have a maximum
loan amount equivalent to two months of his or her basic pay.
AG Finance is authorized to refuse or hold any loan application until the applicant has submitted all
requirements. The Company has the right to increase the applicable interest rate with prior notice to L.A.
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Fitness, provided that the increase will apply to new, additional, and/or renewed loans. Finally, AG
Finance has the right to add a penalty charge of 3% per month to the unpaid amount of collection in the
event that L.A. Fitness fails to pay the amount due to AG Finance for the period within an allowable grace
period of 5 days.
On the other hand, L.A. Fitness must deduct from the employees’ salaries the monthly amortizations due
and remit these amounts to AG Finance within 5 banking days from payroll dates until the loan and
interest due is fully paid. In the event of the employee’s separation before settling his or her loan, AG
Finance may deduct the remaining balance from the employee’s terminal benefits so long as he or she
has settled all obligations and balances with L.A. Fitness. In the event that the terminal benefit amount is
insufficient to settle the outstanding loan, L.A. Fitness shall have no obligation for the outstanding
balances of the terminated employee.
5. Viventis Search
AG Finance (“the Company”) entered into a Memorandum of Agreement with Viventis Search on 14
March 2005, allowing the latter party’s employees to avail of Salary Loans from the Company for personal
purposes.
The agreement is valid for two (2) years and will automatically be renewed for another two (2) years,
unless either party provides a written notice of termination to the other party, at least thirty (30) d ays
before the expiration of the contract.
The agreement contains the rights and responsibilities of the contracting parties as well as the agreed
upon terms and conditions. AG Finance shall extend Salary Loans to regular employees of Viventis Search
at a monthly interest rate of 2.1%, payable in six (6), nine (9), or twelve (12) months by monthly or
semi-monthly installments depending on Viventis Search’s payroll practices. An employee is allowed to
have a maximum loan amount equivalent to two months of his or her basic pay.
AG Finance is authorized to refuse acceptance, or hold any loan application until the applicant has
submitted all requirements. The processing of the loan application shall be made subject to verification
and documentation policies of the AG Finance and AG Finance reserves the right to refuse acceptance or
disapprove a loan application under any circumstances it may deem proper. Furthermore, the Company
has the right to increase the applicable interest rate without prior notice to Viventis Search, provided that
the increase will apply to new, additional, and/or renewed loans. Finally, AG Finance has the right to add
a penalty charge of three percent (3%) per month to the unpaid amount, in the event that Viventis
Search fails to pay the amount due to AG Finance for the period within an allowable grace period of five
(5) days.
On the other hand, Viventis Search must deduct from the employees’ salaries, an amount equal to the
monthly amortizations due and remit these amounts to AG Finance within five (5) banking days from
payroll dates until the full amount of the loan and the interest thereon is paid. In the event of the
employee’s separation before settling his or her loan, Viventis Search may deduct the remaining balance
from the terminal benefits due the employee concerned so long as the employee has settled all
obligations and balances with Viventis Search. Thus, the employee shall sign an authorization letter
authorizing Viventis Search to deduct the unpaid balance due to AG Finance. In the event that the
terminal benefit amount is insufficient to settle the outstanding loan, Viventis Search shall have no
obligation whatsoever to AG Finance for the remaining unpaid obligations of the employee.
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6. Camelray Industrial Corporation
AG Finance (“the Company”) entered into a Memorandum of Agreement with Camelray Industrial
Corporation (“Camelray”) on 30 August 2004, allowing the latter party’s employees to avail of Salary
Loans from the Company for personal purposes.
The agreement is valid for two (2) years and will automatically be renewed for another two (2) years,
unless either party provides a written notice of termination to the other party, at least thirty (30) days
before the expiration of the contract.
The agreement contains the rights and responsibilities of the contracting parties as well as the agreed
upon terms and conditions. AG Finance shall extend Salary Loans to regular employees of Camelray at a
monthly interest rate of 2.1%, payable in six (6), nine (9), or twelve (12) months by monthly or semimonthly installments depending on Camelray’s payroll practices. An employee is allowed to have a
maximum loan amount equivalent to two months of his or her basic pay.
AG Finance is authorized to refuse acceptance, or hold any loan application until the applicant has
submitted all requirements. The processing of the loan application shall be made subject to verification
and documentation policies of the AG Finance. AG Finance reserves the right to refuse acceptance or
disapprove a loan application under any circumstances it may deem proper. Furthermore, the Company
has the right to increase the applicable interest rate without prior notice to Camelray, provided that the
increase will apply to new, additional, and/or renewed loans. Finally, AG Finance shall pay Camelray a
collection fee in an amount equal to two percent (2%) of the total amount of actual collections. The
actual collection shall be remitted to AG Finance net of the aforementioned collection fee, except when
Camelray fails without justifiable cause to remit the collection within the grace period.
On the other hand, Camelray must deduct from the employees’ salaries, an amount equal to the monthly
amortizations due and remit these amounts to AG Finance within five (5) banking days from payroll dates
until the full amount of the loan and the interest thereon is paid. In the event of the employee’s
separation before settling his or her loan, Camelray may deduct the remaining balance from the terminal
benefits due the employee concerned so long as the employee has settled all obligations and balances
with Camelray. Thus, the employee shall sign an authorization letter authorizing Camelray to deduct the
unpaid balance due to AG Finance. In the event that the terminal benefit amount is insufficient to settle
the outstanding loan, Camelray shall have no obligation whatsoever to AG Finance for the remaining
unpaid obligations of the employee.
7. Allied International Manpower Services, Inc.
AG Finance (“the Company”) entered into a Memorandum of Agreement with Allied International
Manpower Services, Inc. (“Allied”) on 23 July 2009, allowing the latter party’s employees to avail of
Salary Loans from the Company for personal purposes.
The agreement is valid for two (2) years and will automatically be renewed for another two (2) years,
unless either party provides a written notice of termination to the other party, at least thirty (30) days
before the expiration of the contract.
The agreement contains the rights and responsibilities of the contracting parties as well as the agreed
upon terms and conditions. AG Finance shall extend Salary Loans to regular employees of Allied at a
monthly interest rate of 2.5%, payable in twelve (12) months by semi-monthly installments depending on
the latter’s payroll practices. An employee is allowed to have a maximum loan amount equivalent to two
months of his or her basic pay.
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AG Finance is authorized to refuse acceptance, or hold any loan application until the applicant has
complied with all the requirements imposed or to be imposed by AG Finance. The processing of the loan
application shall be made subject to verification and documentation policies of the AG Finance. AG
Finance reserves the right to refuse acceptance or disapprove a loan application under any circumstances
it may deem proper. Further, the Company has the right to increase the applicable interest rate without
prior notice to Allied, provided that the increase will apply to new, additional, and/or renewed loans.
Furthermore, AG Finance has the right to add an interest rate of 24.0% per annum to the unpaid amount
in the event that Allied fails to pay the amount due to AG Finance for the period within the allowable
grace period of 10 days. Finally, AG Finance agrees to release the loan based on the following schedule:
Application Cut-Off Date
Applications received from Monday to Wednesday
morning
Applications received from Wednesday afternoon to
Friday

Release Date
Tuesday of the following week
Friday of the following week

On the other hand, Allied must deduct from the employees’ salaries the amount equal to the monthly
amortizations based on the following schedule:
Release Date
1st to 15th of the month
16th to 30th of the month

Payment Due Date
On the 15th of the following month and each
subsequent month
On the 30th of the following month and each
subsequent month

Allied shall remit these amounts to AG Finance within ten (10) calendar days from payroll dates until the
loan and interest due thereon is fully paid. In the event of the employee’s separation before settling his
or her loan, AG Finance may deduct the remaining balance from the employee’s terminal benefits so long
the employee has settled all obligations and balances with Allied. Thus, the employee shall sign an
authorization letter authorizing Allied to deduct the unpaid balance due to AG Finance. In the event that
the terminal benefit amount is insufficient to settle the outstanding loan, AG Finance may collect the
amount from the co-makers of the said employee who is/are likewise a regular co-maker of Allied.
8. Rudy Project
AG Finance entered into a contract with Rudy Project, Philippines in August 31, 2011 allowing the latter
party’s employees to avail of Salary Loans from the Company for personal purposes. The contract is valid
for two years and unless either party provides a written notice of termination to the other party 30 days
before the expiration of the contract, the contract will be automatically renewed for another two years.
The contract contains the rights and responsibilities of the contracting parties as well as the agreed upon
terms and conditions. AG Finance shall extend Salary Loans to regular employees of Rudy Project at a
monthly interest rate of 1.85%, payable in 12 months by semi-monthly installments depending on Rudy
Project’s payroll practices. An employee is allowed to have a maximum loan amount equivalent to two
months of his or her basic pay.
AG Finance is authorized to refuse or hold any loan application until the applicant has submitted all
requirements. The Company has the right to increase the applicable interest rate with prior notice to
Rudy Project, provided that the increase will apply to new, additional, and/or renewed loans. Finally, AG
Finance has the right to add an interest rate of 24.0% per annum to the unpaid amount in the event that
Rudy Project fails to remit the amount due to AG Finance for the period within an allowable grace period
of 10 calendar days.
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On the other hand, Rudy Project must deduct from the employees’ salaries the amount equal to the
monthly amortizations based on the following schedule:
15th of the month
30th of the month

Release Date

Payment Due Date
On the 15th of the following month and each
subsequent month
On the 30th of the following month and each
subsequent month

Rudy Project shall remit these amounts to AG Finance within 10 calendar days from payroll dates until the
loan and interest due is fully paid. In the event of the employee’s separation before settling his or her
loan, AG Finance may deduct the remaining balance from the employee’s terminal benefits so long as he
or she has settled all obligations and balances with Rudy Project. In the event that the terminal benefit
amount is insufficient to settle the outstanding loan, AG Finance may collect the amount from the comakers of the said employee who is/are likewise a regular co-maker of Rudy Project.
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INDEPENDENT PUBLIC ACCOUNTANTS
The financial statements of AG Finance for the years-ended December 31, 2010, December 31, 2011 and
December 31, 2012 included in this Prospectus were audited by Punongbayan & Araullo, a member firm
within Grant Thornton International Ltd.
Mr. Benjamin P. Valdez is the current audit partner for the Company, and has been the audit partner
since 2008.
P&A has neither shareholdings in the Company nor any right, whether legally enforceable or not, to
nominate persons or to subscribe for the securities in the Company. Furthermore, P&A will not receive
any direct or indirect interest in the Company or in any securities in connection with the Offer. The
preceding statement is in accordance with the Code of Ethics for Professional Accountants in the
Philippines set by the Board of Accountancy and approved by the PRC.

Audit Fees
The audit fees relate to audit services rendered to AG Finance in the preparation of financial statements.
Other than the fees stated below, no other fees were paid by the Company.
The following table sets out the aggregate fees billed for each of the last three fiscal years for
professional services rendered by P&A excluding fees related to the Offer:

₱
Audit
and
related fees1
Tax fees
Other fees
Total

audit-

For the Three
Months Ended
March 31
600,000
90,000
690,0002

For years ended December 31
2010
2011
266,667
400,000
27,500
294,167

60,000
460,000

2012
425,000
114,750
539,750

Table 26 Audit Fees
1 Audit and audit-related fees. This category includes the audit of annual financial statements, review of interim
financial statements and services that are normally provided by independent auditor in connection with statutory and
regulatory filings or engagements for those calendar years.
2 The 2013 is inclusive of the fees related to the 2013 interim financial statements, the reissued 2012 audited
financial statements, and other requirements needed from companies applying for listing.

In relation to the audit of the Company’s annual financial statements the audit committee shall, among
other activities (i) evaluate significant issues reported by the external auditors in relation to the
adequacy, efficiency, and effectiveness of policies, controls, processes, and activities of the Company; (ii)
ensure that other non audit work provided by the external auditors are not in conflict with their functions
as external auditors; and (iii) ensure the compliance of the Company with acceptable auditing and
financial standards and regulations.
The Company’s Audit Committee is in the process of formulating and adopting an Audit Committee
charter.

153

Changes in and Disagreements with Accountants
AG Finance has not had any disputes with its external auditor/independent accountant on any matter of
accounting principles or practices, financial statement disclosure, or auditing scope or procedures.

Responsibility of Directors and Officers of the Company and Issue
Manager and Sole Underwriter
The Company through its Board attests that this Prospectus includes all material relevant information
with regard to the Company, its business and operations and the Offer Shares, which as of date of the
Prospectus are significant in the context of the Offer. All presented information in this Prospectus has
been provided by the Company, unless stated otherwise. The Board, having exerted reasonable diligence,
accepts full responsibility for the information included in this Prospectus and that to the best of its
knowledge and belief as of the date hereof, the information contained in this Prospectus is factual and
accurate and is not ambiguous in any material respect. The opinions and intentions stated in this
Prospectus are honestly held, and there are no other facts, the exclusion of which makes this Prospectus,
as a whole or in part ambiguous in any material respect. The delivery of this Prospectus shall not, under
any circumstances, create any implication that the information included herein is correct as of any time
subsequent to the date hereof.
BDO Capital, as the Issue Manager and Sole Underwriter, warrants that it has exercised the level of due
diligence necessary under existing regulations in ascertaining that all material information contained in
this Prospectus is true and correct. Except for its failure to exercise the required due diligence, the Issue
Manager assumes no responsibility for any breach of the representation of the Company.
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