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PART I - BUSINESS AND GENERAL INFORMATION
Item 1. Business
Company Overview

COL Financial Group, Inc. is the leader in online investing and aims to be the most trusted
wealth-building partner of every Filipino by providing them easy access to financial
products and services that may help them achieve their financial goals. With over 83,000
customers and P49.4 billion pesos in consolidated net customer assets, its market
leadership in the Philippine online stock brokerage industry is a testament to the public’s
confidence in the COL brand. COL’s strong commitment is reflected in its ability to
provide the marketplace with a level of financial service that is innovative, accessible, and
affordable by providing products and services that build genuine wealth over the long-
term.

COL does this first and foremost, through its proprietary trading platform.

Through www.colfinancial.com, COL Financial has spearheaded the evolution of the
Philippine stock market; offering up-to-date comprehensive research and analysis, real-
time market information, and superior tools and functionalities. All these services; catering
to both novice and sophisticated equity investors alike.

COL Financial is all about creating great value and providing quality and holistic service
experience to all its customers. This is made possible through its broad range of
investments in technology and human capital. COL is proud to have in its arsenal a team of
seasoned and respectable equity analysts, well-trained customer service representatives,
efficient backroom support and technology specialists.

Since 2008, COL Financial has ranked as the number one brokerage in the Philippine
Stock Exchange (PSE) in terms of the number of transactions executed. Its focus on
technology and human capital has yielded exponential growth for a service-oriented
company that provides numerous value-added services for both its customers and the
general investing public.

COL has been ever vigilant to the needs of the Philippine capital market. Through COL
Securities (HK) Limited, its Hong Kong Subsidiary, and the Parent Company’s Equity
Advisory Group (EAG), a team of seasoned professionals, COL has expanded its services
to also cater to the needs of high net worth individuals and institutions.

COL Financial is there to continue being the champion of the Filipino investor,
strengthening and expanding its award winning platform, and soaring to new heights as it
aims to offer innovative financial products to its valued clients.

Business Model

COL Financial has been deriving a significant proportion of its revenues from its stock brokerage
business of both its Philippine and HK operations. These are: (1) commission generated from
stock trades, (2) interest income from margin financing, (3) interest income made from short-term
placements, and (4) investments made in financial assets.


http://www.colfinancial.com/

With its solid foundation deeply rooted in its core values of passion, integrity, commitment,
excellence and teamwork, COL has been well-positioned to capitalize both on the anticipated
development of the capital markets as well as the vast opportunities of increasing the retail
investor base in the Philippines.

Products and Services

Online Investing in the Philippine Stock Market

COL provides an online access to all investors who wish to trade stocks in the Philippine stock
market. Through www.colfinancial.com, customers can get 24x7 access to up-to-date market
information, direct order execution, fundamental and technical research and analysis reports, and
their account status and portfolio values. The investing public can also open an account online as
well as register to join the COL Seminar Series. The investing public can also access and view
educational videos and webinars on stock market investing in the COL YouTube channel and get
updated on corporate developments as well as relevant announcements on the COL Facebook

page.

To open an account, the customer simply has to complete the account opening forms online at
www.colfinancial.com or download the form from COL’s website, and send the accomplished
forms to COL’s office, together with the required documents and deposit for the opening balance.
The customer’s account will be opened within 30 minutes of receipt, approval and validation of
the application form and supporting documents. Once the application is processed and approved,
whether submitted online or through hard copies, the customer will receive an email with his
assigned username and password.

The minimum opening balance of COL is one of the lowest in the industry at B5,000. It also
charges the lowest allowable commission rate at 0.25% per transaction or a minimum of £20.00
per transaction.

Furthermore, COL believes in its advocacy of investor education for both its customers and the
investing public. Several seminars scheduled weekly are held at the COL Training Center with
topics ranging from the basics of stock market investing to introduction to technical analysis and
how to better understand research reports, how to trade online as well as briefings on the COL
EIP.

Launched in August 2008, the COL Easy Investment Program or COL EIP is an investment
program which uses peso cost averaging methodology designed for all types of investors. This
program provides the investor the ability to invest a fixed amount at regular intervals over a period
of time, thereby minimizing risk. COL EIP also makes investing more convenient and easy as it
automatically reminds customers of their investment scheduled dates which can all be done online.
To further assist its customers, the COL Research Team has put together a pre-selected list of
Premium Growth companies, which makes it even easier for the investor to choose among the
stocks that have already been studied and analyzed. It is now even more convenient and simple
with the launch of the EIP Scheduler and Calendar where customers can customize and
personalize their investment schedules and purchases for the specific period of their investments.

COL also provides regular market briefings supported by research reports on the outlook of the
stock market twice a year, as well as special briefings on relevant and timely topics to provide
investors timely investment advice and actionable investment strategies on the stock market.
These special briefings and corporate updates are made available online to a wider audience
immediately after the events at the COL YouTube channel.


http://www.colfinancial.com/
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The table below is a comprehensive list of COL’s website features and its corresponding benefits

to the customers:

Features

Benefits

Market Information

o Market summary and indices

o Real-time market ticker

o Index intraday and historical charts

o Index composition and contribution

o Top 20 gainers and losers

o Most active stocks by value

o Stock sectors with price, year-to-date
and market capitalization data

o News from the PSE

o Historical java based stock and index
graphs

a Dividend and rights calendar

o Real-time Market Information
Functions enable the users to keep
abreast with all the relevant market
activities.

o Comprehensive data ensures that all the
market information needed by the client
are available.

Stock Information

o Stock details

a Top buyers and sellers

o Trade prices

o Intraday and historical charts

a Company profile (3" party feed)

o Company valuation (3" party feed)
a Financial highlights (3" party feed)
a Dividend history (3" party feed)

a Company news (3" party feed)

0 Related research information

o Multi-quote display (up to 24 stocks)
o Time and sales

o Watch list (up to 30 stocks)

o Stock list

o Real-time Stock Information Functions
enable the users to keep abreast with all
the relevant stock activities.

o Comprehensive stock data ensures that
all the stock information needed by the
client are available.

Broker Information

o Historical broker transactions
o Brokers ranking

a Brokers List

Comprehensive broker data ensures that all
the broker information needed by the client
are available.

Research

a Morning Notes (daily morning news
updates)

o Listed companies updates and reports

o Company Snapshots

o Investment Guide

o Economic Indicators

o Bulls Eye (weekly technical analysis)

o Technical Guide (small and big cap)

Expert opinions and analysis from COL
Financial’s Research Team updated
regularly are made available to the clients
to help them in their trade decisions.




Features

Benefits

o Technical Spotlight(daily TA
analysis)
o Research archive

StreetSmart (other trading-related
information)

o Media center

o Message board

o Business News

Provides clients with downloadable
instructional materials as well as up-to-date
local and international business news.

Trade Functions

a Order entry with quick entry functions

a Order preview and password entry
before order is sent to the PSE

o View and modify orders function

a Trading history

o Trade portfolio with gain and loss
values

a Off-hours ordering

o Complete order entry functions.

o Prompt execution of customer’s order.

o Immediate updates of the customer’s
stock and cash position.

0 Ability to trace the customer’s order

history.

o Ability to enter orders after trading
hours to be sent to the Exchange the
next trading day.

Security

a Full proprietary messaging formats
and encryption. All databases are
secured via firewalls using the latest
firewall hardware.

o SSL Certificates from Go Daddy.

Best-in-class security and encryption
systems with back-up facilities. SSL
Certificates guarantee message privacy and
message integrity.

COL EIP

a EIP portfolio

o Schedule calendar
a Email reminders

Peso cost- averaging methodology is made
easier and convenient with COL EIP:

o Monitors the customer’s EIP positions
under a schedule.

o Creates an order schedule to
automatically track and alert the
customer to an intended trade.

o Sends email alerts informing the
customer 2 days before of a scheduled
order.

COL PRO
o Real-time, customizable, all-in-one
trading windows-based application

The COL Pro allows the premier
customers to have a faster access to
market information, quicker order entry
and full control of their trading screen
that will definitely enhance their trading
experience and decisions. This feature
is offered only to the Private Clients of
COL.




The New Trading System of COL Financial

With the ever increasing market in terms of volume and value traded, the more it has
become necessary that customers get the relevant data in as short a time as possible. In
line with this, COL Financial has completely revamped its trading system from the
hardware which now uses the latest in cpu and disk technology to the software which now
allows real-time data through html. These upgrades have allowed us to give our clients
real-time market and stock data through a browser without the need to download any
application. The new site and its functions are compatible with the major mobile devices
such as ipad and android tablets and mobile phones.

Product and Service Offerings

COL Financial prides itself in its array of competitive product and service offerings which provide
best-in-class benefits to its customers to help them make better and well-informed investment
decisions, such as:

0 Investor education seminars through the COL Investor Seminar Series. The COL
Investor Seminar Series is composed of progressive training sessions starting
from the basics of stock market investing to introduction of fundamental and
technical analysis, advanced technical analysis and how to use margin financing.

0 Market updates and information-driven briefings. COL holds twice-a-year
Market Outlook briefings, Industry Forums, Company Update Briefings, its Best
Buy Briefings, Technical Spotlight Sessions and other relevant and timely events
that provide supplemental investment information to all COL customers.

a Advisory Services through COL’s EAG. The EAG, is composed of a team of
seasoned investment professionals whose goal is to focus on addressing the
needs of high net worth individuals and institutions and to provide personalized
investment advice on their stock market investments.

O Strategy Reports and Industry Reports by the COL Research Team. Aside from
its regular daily and weekly reports available online, COL’s Research group
releases supplemental Strategy Reports and industry-specific reports on a timely
and as-needed basis. These reports provide further in-depth analysis into hot
topics and key stock issues to its COL customers.

a More superior and user-friendly online tools and functionalities. COL’s
Technology Group regularly upgrades and launches tools and platform features
to improve one’s trading experience by making it faster, more convenient and
more user-friendly.

o Continuous offering of value-added products and services such as Margin
Financing. The Margin financing facility allows its customers, with a minimum
portfolio of at least 200,000.00, to receive a credit line that they can
conveniently use to buy selected marginable stocks. A competitive interest rate
is charged on a daily basis for the utilized amount of the credit line. These allow
the COL customers to quickly and conveniently take advantage of short-term
profit opportunities without having to top-up their cash balance or sell some of
their stocks in their portfolio.



0 COL has also setup a Relationship Manager desk that supports customer service
needs for high-end customers. They serve as a concierge of action to centralize
requests from these customers and issue forth necessary replies at much quicker
reaction times. They may also provide special services like sending selected
reports or data to such customers upon request.

o Innovation of a simple yet effective investment program methodology called the
COL EIP. The COL EIP minimizes risks for newcomers to the stock market
while offering the benefits of wealth generation through investments in premium
growth stocks. It employs the peso cost averaging method, an established wealth
building tool employed by many individuals as well as some financial institutions
worldwide. The COL EIP offers the investors a list of pre-selected stocks chosen
by its seasoned financial analysts. Customers who availed of this program can
schedule their investments by setting up a fixed amount to be invested at regular
intervals through the COL’s online platform.

O COL ensures that all its customers have access to a Customer Service team
through email and phone and through its New Account Officers in COL's
Business Center for all its navigational, technical and account queries. All
customer service personnel are fully equipped to handle account information
and technical assistance as well as the ability to take and course orders to
COL's order desk, through recorded phone calls, should the site be
inaccessible to the customers.

Competitor Analysis

There are around 10 online stockbrokers in the Philippines, ranging from those that offer just the
basic trading platform to a wide range of services. Presented below is the comparison of some of
the features of COL against three (3) nearest competitors:

Features COL Competitor 1 | Competitor 2 | Competitor 3
Trade Execution Yes Yes Yes Yes
Market Information Yes Yes Yes Yes
Real-Time / Streaming Data Yes No No Yes
Charting Functions Yes Yes No No
Daily News Yes Yes Yes Yes
Research Reports Yes Yes Yes Yes
Price Alerts Yes No No Yes
Stock Watch List Yes No No Yes
Seminars Yes Yes No Yes
T+3 Yes Yes No No
Commissions 0.25% 0.25% 0.25% 0.25%

Business Strategy

COL believes that the best long-term growth strategy is one that puts the customers first. It aims to
become the financial services partner for its customers in building genuine wealth, by being more
than a stockbroker.

For 2014 and beyond, COL will continue to remain customer-focused and continue to focus on
what they do best:



1. Making investing more accessible by delivering a safe and reliable online
platform to its customers.

2. Making online investing more understandable through its investor education
and financial literacy campaigns and delivering timely and relevant market
research reports and analysis for successful investing.

3. Creating value to our customers by developing new products and services to
better cater to our customers’ individual needs.

COL will remain diligent in effectively managing its resources with a strict operating discipline by
finding creative ways of enhancing the processes and back-end support and infrastructure. All
these initiatives and priorities will allow COL Financial to focus on what matters most and drive
shareholder value over the long-term.

Customers

The business of COL is not dependent upon a single customer or a few customers that a loss of
anyone of them would have a material adverse effect on COL and its HK Subsidiary taken as a
whole. Further, there is no customer that accounts for, or based upon existing transactions will
account for twenty per cent (20%) or more of COL’s total sales.

Patents, Trademarks, Licenses, Franchises, Concessions or Royalty Agreements

The Parent Company filed an application for the registration of the trademark “COL” on August
20, 2007 and “CitisecOnline” on 8 February 2013. Both trademarks have been approved by the
Intellectual Property Office (IPO) and the duration of each registration is for a period of ten (10)
years, or up to August 20, 2017 and February 8, 2023, respectively.

COL believes, however, that its operation is not contingent on the effectivity of its trademark
registered with the IPO. The Parent Company further believes it can continue with its operations
under any other trademark.

Transactions with and/or Dependence on Related Parties

COL, in the ordinary course of business, executed done-through trading transactions of its
customers through Citisecurities, Inc. (CSI), a related party through common stockholders.

COL also provides management, research and marketing services to its HK Subsidiary.

COLHK, on the other hand, also engages the services of Lancashire Management Services
Limited (LMS) which is owned by one of its Directors to handle its compliance work, backroom
operations and recording of books of accounts.

All other transactions entered into by COL Financial and its HK Subsidiary directly with its
directors and with companies associated with its major stockholders and officers are all related to
its brokerage business. Trading transactions are executed and priced and settled on arm’s length
terms as it would deal with unrelated third persons. This policy is to prevent conflicts of interest
between COL and its major stockholders, which may result in action taken by COL that does not
fully reflect the interests of all its stockholders

In order to minimize any conflict of interest and to ensure the fairness and reasonableness of any

future material transaction involving COL and COLHK and companies of the major stockholders
or its affiliates, such material transaction shall be subjected to the approval of a majority of its
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independent members of the Board of Directors or by an independent firm selected by such
members.

Government Regulation

The securities industry in the Philippines is highly regulated. Broker/dealers are subject to
regulations covering all aspects of the securities business. Additional regulations, changes in rules
as promulgated by the SEC, the Monetary Board, the Department of Finance, the Bureau of
Internal Revenue (BIR), the PSE, the Capital Markets Integrity Corporation (CMIC) or changes in
the interpretation or enforcement of existing laws and rules, may directly affect the operation and
profitability of broker-dealers.

COL does not currently solicit orders from its customers. If COL were to engage in this activity, it
would become subject to certain rules and regulations governing such sales practice.

On June 20, 2000, the Electronic Commerce Act took effect. The law aims to facilitate domestic
and international dealings, transactions, arrangements, agreements, contracts and exchanges and
storage of information through the utilization of electronic, optical and similar medium, mode,
instrumentality and technology to recognize the authenticity and reliability of electronic data
messages or electronic documents related to such activities and to promote the universal use of
electronic transactions in the government and by the general public. It applies to any kind of
electronic data message and electronic document used in the context of commercial and non-
commercial activities. The law appears, however, to be protective of E-commerce and can only
benefit the security of COL’s operations.

The SEC and other regulatory agencies have stringent rules with respect to the maintenance of
specific levels of Risk-Based Capital Adequacy Ratios (RBCA) by broker/dealers. RBCA is a
ratio that compares the broker or dealer’s total measured risk to its liquid capital. The broker or
dealer must ensure that the RBCA ratio is at least 110% and that its net liquid capital is at least
B5.0 million and is greater than the total risk capital requirement. Failure to maintain the required
RBCA may subject the Parent Company to suspension or revocation of its broker-dealer license by
the SEC. In addition, a change in the RBCA rules or the imposition of new rules could limit those
operations of COL that require a large use of capital such as its trading activities and could restrict
COL’s ability to withdraw capital to pay dividends, repay debt or redeem shares of its outstanding
stock. A significant operating loss or any unusually large charge against net capital could
adversely affect the Parent Company’s ability to expand or maintain its present level of operation.

The primary regulators of the securities industry in Hong Kong is the Securities and Futures
Commission (SFC) and the Hong Kong Monetary Authority (HKMA). The SFC monitors and
supervises the broker/dealer or intermediary. COL HK being a licensed broker in Hong Kong is
governed by these agencies.

The SFC has clearly defined the Financial Resources Rule (FRR) that governs the liquidity
requirements of an intermediary. For a securities broker that provides cash-based accounts, the
liquidity requirement is the higher of HKD3.0 million or 5% of the total FRR-recognized
liabilities.

An intermediary must also comply with the rules and regulations governing the market that it
participates in. COLHK is also subject to the rules of HKex in its trading activities and is subject
to the rules of the Hong Kong Securities Clearing Corporation (HKSCC) for its settlement
operations.

An intermediary must constantly be in compliance with the above mentioned requirements.
Failure to do so would mean loss of license or suspension of its trading activities by the SFC
and/or by the affected body.
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Employees

The actual number of full-time employees of COL and COLHK for 2013 and the projected
number of employees for 2014 to complement the operational requirements of the Group are
broken down as follows:

2014 2013
Executives 3 3
Senior Officers 6 6
Junior Officers 18 16
Professional/Technical/Others 68 62
TOTAL 95 86

The employees of both the Parent Company and its HK Subsidiary are not subject to any
collective bargaining agreements (CBA).

Risk Factors and Risk Management

Risks Associated with the Stock Brokerage Business

COL expects its online electronic brokerage services to continue to account for substantially all of
its revenues in the near and foreseeable future. Like other securities firms, revenues are basically
influenced by trading volume and prices. In periods of low volume and transaction revenue,
COL’s financial performance may be adversely affected because certain expenses remain
relatively fixed.

COL believes that the market for its services will eventually lead to a borderless and seamless
environment especially in the flow of transactions and capital in various markets. Given that
regulatory approval for such services is possible in the near future, especially with the passage of
the Electronic Commerce Act (R.A. No. 8792), COL is strategically prepared to allocate resources
to develop its infrastructure to meet this need. Additional revenue opportunities will also be
pursued such as subscription-based revenues, educational seminars and additional add-on services.
There can be no assurance that COL will be able to generate revenue from these potential sources
and that such an investment will not have a material adverse effect on COL’s business, financial
position and operating results.

Risks Associated with an Early and Evolving Market

The market for online electronic brokerage services in the Philippines is at an early stage of
development and is evolving. In such new and evolving industries, demand and market
acceptance for new products and services are subject to uncertainty.

Although currently, there is less than full awareness and acceptance by the general investing
public of the concept of investing in the stock market as well as trading online, COL has embarked
on several programs that will promote the usage of technology to take advantage of the investment
opportunities of the stock market. These programs revolve mostly on below-the-line activities
through educational seminars as well as corporate roadshows in Metro Manila and provincial
cities in the country. A basic seminar on the benefits of investing in the stock market and how to
trade online successfully will be conducted twice a week at the COL Business Center and will
cater to experienced investors as well as those who have minimal-to-no experience in the stock
market. Corporate roadshows and presentations on the use of the online trading platform will be
done nationwide through co-marketing activities with business groups such as the chambers of
commerce, business/civic clubs as well as universities and graduate schools. Furthermore, with the
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current low penetration rate of investors in the stock market, COL believes that there is a huge
potential for investor growth in the Philippine market.

Dependence on Key Personnel

COL’s operations largely depend on its ability to retain the services of existing senior officers and
to attract qualified senior managers and key personnel in the future. The proponents of COL are
professionals from the finance and information technology industries as well as entrepreneurs with
decades of experience in the Philippine stock market. The separation from the service of any key
personnel could have a material adverse effect on COL’s business and financial performance. The
fact, however, that certain key officers have an equity stake in COL reduces this risk.

In addition, some technical personnel are covered by employment contracts which allow COL to
plan for expected personnel movements. COL also owns the source codes for its operating
software, giving it the ability to replace technical personnel at minimal, if at all, disruptions in
operations.

Potential Local and Foreign-Based Competition

COL expects to encounter direct and indirect competition from local and foreign firms offering
online brokerage services, established Trading Participants, as well as software development
companies, banks and other financial institutions which in the future might establish their own
online securities system and integrate this with their other product lines.

With its customer-centered business model complemented by its trading infrastructure and
business center expansion, COL anticipates that it will be able to compete actively with other
participants in the online stock trading market. COL also believes that the cost structure of
foreign-based online companies and the relative size of stock market investors in the Philippines
presently limit potential foreign competitors from aggressively participating in the local market.

Technology Risks

The on-line stock brokerage services industry and the delivery of financial services are
characterized by rapid technological change, varying customer requirements, the introduction of
new products and services and emerging new standards. Should new industry standards and
practices emerge, COL’s technology may become obsolete. COL is well capitalized with over
R500.0 million in paid-up capital thereby giving it the ability to make its system flexible and
adaptable to new technologies and changing customer needs. It also has a strong and excellent
team of IT programmers and consultants with years of experience and proficiency in the
intricacies of trading-related programs.

Other technological factors include security breaches and delays in the execution of customers’
trades caused by any speed degradation or system failure of COL’s computer system, or any other
system in the trading process, i.e., COL’s ISP, PSE’s front-end server, and data processing
functions done by third parties. COL maintains the necessary level of system security through the
installation of appropriate firewalls and application of SSL encryption technology. COL also
maintains digital certificates for client authentication. Likewise, the system is designed to be
redundant to ensure continuity of operations. All its web, application, database and
communication servers have more than one instance (redundant) to ensure proper failover in case
of hardware failures. COL has more than two ISP connections and a fully functional Disaster
Recovery Site to enable it to recover from site failures.
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Risk of Power Interruption/ Power Failure

Power interruption and power failure can adversely affect the efficient execution of COL
Financial’s transactions and operations. Currently, all servers and equipment are connected to
their own UPS systems, which provide up to 6 and %2 hours of backup power. This is enough to
power the machines until trading has completed and the building generator powered on.

All servers are connected to UPS systems, which in turn are connected to the building generator-
enabled outlets. COL Financial has its primary backup facility on the 24th floor of the Tektite
building which runs on hot standby allowing for an automatic switchover should there be an
inability of the main computer center in Ayala to function.

In the event of a total power failure or other disaster, the backup site is where COL’s data center
will be recreated, and where all its technical operations will emanate from, for the length of the
power failure/disaster.

COL’s development strategy includes the deployment of all appropriately configured backup
hardware and software in a backup data center. The backup site will be of a ‘Hot’ nature.

A Hot backup site has a virtual mirror image of COL’s current data center, with all systems
configured. All trading and customer data are transferred from the main site to the backup facility
at the end of each trading day to ensure that in case of complete failure on the primary site, only
one day’s worth of data at the most will be lost. Any and all changes made to system and
application software are also done to the backup site systems.

When the primary site experiences a complete failure, COL Financial enacts its site disaster
recovery plan. The technical personnel are instructed to proceed to the backup site and start-up
the backup data center. The last saved data will be loaded into the machines and all hardware,
communications equipment and communication lines will be tested.

Connectivity to the PSE will be tested together with Internet functionalities. The DNS for the site
of COL Financial will be made to point to the assigned public address of the ISP on the backup
site.

The technical team will then perform mock trading operations using the newly activated backup
center from trading to back office processing and will give the go signal to top Management that
the backup data center is already fully operational.

The core of the Customer Assistance Group can now proceed to the backup site to man the
allocated lines for customer inquiries. The backup web server will show the new customer
assistance numbers on the website which are available on the backup site.

Administrative and Operational Risks

An effective customer service team is necessary to handle client needs and is critical to COL’s
success. However, COL’s customer service capacity may be severely constrained at times. Sub-
optimal customer service could damage COL’s brand name and affect the quality of service it
provides to its customers.

Recognizing the importance of customer service, COL has established a customer service team
which went through a rigorous training program to address the technical and website navigation
concerns of the customers. The customer service team can be expanded, as the need arises, to
meet COL’s operational requirements. A Relationship Manager desk was also set up to assist the
needs of high-end customers and a team of New Account Officers was formed to respond to
navigational, technical and account queries of walk-in customers. COL also has a full

-12 -



complement of support staff from its information technology and research departments trained to
serve as additional customer service officers.

Fiduciary Risk

Where there is a relationship of trust and reliance between a broker and a customer, that
relationship gives rise to a fiduciary relationship. A fiduciary, like a trustee, is subject to rigorous
duties of loyalty and care and must conduct its activities with the utmost good faith and integrity
while keeping the customer’s best interest in mind. A breach of fiduciary duties to customers
could result in a potential financial or reputational loss. In order to manage this risk, especially in
the custody and processing of customers’ cash and securities, a comprehensive and detailed set of
procedures have been established to ensure that obligations to clients are discharged faithfully
and in accordance with the governing legal and regulatory requirements.

Credit Risk

Virtually all capital markets and trading transactions are exposed to credit risk. Credit risk is the
risk of economic loss from the failure of the obligor to perform the terms and conditions of a
contract or agreement. It is inherent to the stock brokerage business as potential losses may arise
due to the failure of its customers and counterparties to fulfill their trading obligations on
settlement dates or the possibility that the value of collateral held to secure obligations becoming
inadequate due to adverse market conditions.

The business model of COL and its HK Subsidiary minimizes its exposure to credit risk since
customer accounts are opened on a prepaid basis. Customers’ purchase transactions are limited
to the available cash balance in their accounts.

To further expand the clientele base of the Parent Company, it formally launched in January
2007 its margin trading facility called COL X2 which is collateralized by securities in the
customers’ trading accounts. In order to manage the potential credit risk arising from this new
product, COL has established policies and procedures in evaluating and approving applications
for margin financing as well as the review of credit performance and limits. In addition, a set of
criteria have been established to identify securities that are eligible for margin trading. This list
of marginable stocks is monitored to ensure that they continue to qualify. Finally, while there
are statutory requirements relative to margin limits and cover, COL has put in place a more
conservative set of requirements for monitoring the daily activities of its margin accounts.

To complement COL’s existing retail business, COL has also established new business lines and
partnerships through the PCG which was launched in 2010 to tap institutional clients which
account for a significant percentage of total trading volumes in the equity market. Settlement of
trades of institutional accounts is on a postpaid basis. The main risk associated with postpaid or
traditional brokerage account set up on day-to-day basis is on the non-collection of cash
payments for buying transactions and the failure to receive shares for selling transactions. An
execution or dealing risk also exists which is specific only to requirements and needs of
institutional clients arising from arithmetical, computational and human errors in the order
taking, dealing, execution and confirmation process which can result to transaction losses. To
address these risks, COL strictly restricts the grant of traditional brokerage service to financial
institutions and conducts regular review and establishment of limits versus counterparty credit
exposures. Rigid procedures were also established to avoid human-related errors in the dealing
and servicing process. Counterparties are also being encouraged to utilize direct market access
to minimize execution dealing risk.
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Risks of Infringement

COL may receive notices of claims of infringement on the proprietary rights of other groups.
These claims may result in litigation against COL. Any such claims, with or without merit, would
be time-consuming to defend against, result in costly litigation, divert resources and time and
otherwise require COL to enter into some form of royalty and licensing agreement, which may not
be on reasonable terms. The assertion of an infringement or prosecution of such claims can have a
material adverse effect on COL’s business, financial position and operating results.

COL uses proprietary systems and maintains a policy of purchasing hardware/software only from
licensed dealers/manufacturers.

Item 2. Properties

Leased Properties

COL’s Corporate and Business Centers, where substantially all of its operations are conducted, are
currently located at a leased facility at the 24" floor, East Tower, Philippine Stock Exchange
Centre, Exchange Road, Ortigas Center, Pasig City. COL also maintains an office at the 5™ floor
of Ayala Tower One located in Ayala, Makati, to house its data center and rents a storage space in
a warehouse in Magalang, Pampanga. These offices and storage space are maintained in good
condition for the benefit of its employees and customers.

The premises are covered by lease arrangements typically for a period of one (1) to three (3) years
and expiring at various dates. The lease on the properties is renewable upon mutual agreement of
the parties. For the leased premises consisting of approximately 1,485 square meters, COL pays a
monthly rental ranging from B250.00 to 450.00 per square meter for its offices in Pasig City,
B763.00 per square meter for its Makati office, and £60.00 per square meter for its storage space
in Pampanga.

Owned Properties

As an Internet trader, COL’s other properties consist of computer equipment and related
accessories as well as proprietary software developed especially for its online trading operations.
COL directly owns a Trading Right in the PSE and is also indirectly the owner of a Trading Right
in the Hong Kong Exchanges through COLHK.

Limitations on Properties

Aside from the lease agreements mentioned above, the Group’s properties are free from any
mortgage, lien, or encumbrance.

Properties to be Acquired

Within the next twelve (12) months, the Parent Company will purchase additional servers and
software programs with an estimated cost of around £10.0 million which will be sourced from its
operations. This capital expenditure is directed to the further expansion of the capacity of its
trading platform to continuously provide its local customers the best trading experience possible.
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Item 3. Legal Proceedings

COL Financial Group, Inc. vs. Commission of Internal Revenue
CTA Case No. 8454; Court of Tax Appeals (“CTA”)

This is a Petition for Review filed by COL to preserve its right to claim a tax refund or secure a
tax credit certificate for additional income tax paid under protest for the taxable period 2009.

The case stemmed from issuance by the Bureau of Internal Revenue of Revenue Regulations No.
2-2010 and Revenue Memorandum Circular No. 16-2010, effectively amending Section 7 of BIR
Revenue Regulations No. 16-2008. Said RR 2-2010 and RMC 16-2010 were made to apply
retroactively. To avoid the imposition of penalties, on April 15, 2010, COL was constrained to pay
under protest the amount of Eight Million Nine Hundred Sixty Thousand Two Hundred and Forty-
Five Pesos (R8,960,245.00), representing the additional taxes due should the retroactive effect of
said latter issuances be held as valid.

COL, however, maintains its position that RR 2-2010 and RMC 16-2010 should be given
prospective effect. The case has been submitted for decision with the Court of Tax Appeals.

Aside from the above, COL is not involved in any other legal proceedings material or otherwise,
pending or threatened against it, its directors, any nominee for election as director, executive
officer, underwriter or control person of COL or in which any of COL's property is the subject.
Item 4. Submission of Matters to a Vote of Security Holders
None

PART Il - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer's Common Equity and Related Stockholder Matters
Market Information
The common shares of COL Financial were listed at the PSE on July 12, 2006 under the ticker
symbol “COL”. The total number of outstanding shares of COL as of December 31, 2013 is
468,650,000 with a market capitalization of B7.87 billion as of end of 2013, based on the closing
price of R16.80 per share.

The high and low sales prices of COL shares transacted at the PSE for each quarter within the last
two (2) years follow:

2013 2012

High Low High Low
1% Quarter 20.50 18.50 23.00 18.80
2" Quarter 21.00 19.00 23.90 21.50
3" Quarter 19.00 17.00 23.30 19.94
4™ Quarter 18.00 16.00 20.90 17.90

The high and low prices of COL at the PSE on April 3, 2014 were R18.70 and R15.88,
respectively.
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Holders of Common Equity

As of February 28, 2014, COL has 33 stockholders owning common shares. The Top twenty (20)
common stockholders are as follows:

Rank Name Citizenship Vel %
Shares

1 PCD NOMINEE CORP. - FILIPINO FILIPINO | 318,361,900 67.9317
2 Lee, Edward K. FILIPINO 62,250,000 13.2828
3 PCD NOMINEE CORP. - NON-FILIPINO FOREIGN 46,539,300 9.9305
4 Yu, Alexander C. FILIPINO 20,000,000 4.2676
5 Yu, Johnson C. FILIPINO 7,750,000 1.6537
6 Ang, Valentina L. FILIPINO 5,000,000 1.0669
7 Yuson, Frederick FILIPINO 4,000,000 0.8535
8 Kobayashi, Hirotsugu JAPANESE 1,000,000 0.2134
9 Lee, Lydia C. FILIPINO 1,000,000 0.2134
10 | Tan, Jessalynn L. FILIPINO 1,000,000 0.2134
11 | Vinzon, Regina Cielo M. FILIPINO 1,000,000 0.2134
12 | Cruz, Leopoldo FILIPINO 350,000 0.0747
13 Lim, Hernan Go. FILIPINO 100,000 0.0213
14 Yu, Raymond C. FILIPINO 100,000 0.0213
15 | Han, Paulwell BRITISH 100,000 0.0213
16 Ong, Catherine L. FILIPINO 50,000 0.0107
17 | Barreto, Serafin Jr. P. FILIPINO 12,000 0.0026
18 Estacion, Manuel S. FILIPINO 10,000 0.0021
19 | Yu, Wellington C. or Yu, Victoria FILIPINO 10,000 0.0021
20 | Filio, Sernando FILIPINO 5,000 0.0011

TOTAL 468,638,200 99.9975

Dividends

Dividend Policy

The Board of Directors of COL, in its meeting held on April 26, 2007, approved a policy of

declaring an annual regular cash dividend of twenty per cent (20%) of its net income. The

payment of dividends shall be taken out of the unappropriated retained earnings of the Parent

Company.

The table below shows the cash dividends declared from COL’s unappropriated retained earnings

for the years 2013 and 2012:

2013
Cash Dividend Ex-date Record Date Payment Date
Regular
B0.12 per share April 1, 2013 April 4, 2013 April 17, 2013
Special
R0.51 per share April 1, 2013 April 4, 2013 April 17, 2013
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2012

Cash Dividend Ex-date Record Date Payment Date
Regular

R0.12 per share April 13, 2012 April 18, 2012 May 14, 2012
Special

P0.48 per share April 13, 2012 April 18, 2012 May 14, 2012

There are no known restrictions to COL’s ability to pay dividends whether current or future.
Recent Sales of Unregistered or Exempt Securities

On July 20, 2006, the SEC approved COL’s application for exemption from the registration
requirements of the SRC, for the issuance of 18,750,000 common shares of stock of COL under
its Stock Option Plan for an exercise price of One Peso (R1.00) per share to its directors, senior
managers and officers and its affiliates, as well as other qualified individuals.

As of December 31, 2007, a total of 46,000,000 stock options were granted which are exercisable
one and a half (1 ¥2) years from the date of listing of COL’s shares at the PSE and will terminate
ten (10) years from the said date. A total of 840,000 shares have been exercised in 2013.

Item 6. Management's Discussion and Analysis of Financial Condition and Results of
Operations

The following discussion and analysis of COL Financial Group, Inc. and its HK Subsidiary

collectively referred to as the Group should be read in conjunction with the audited consolidated
financial statements filed as part of this report.

Industry and Economic Review

The performance of the Philippine stock market was highly volatile in 2013. After hitting a
high of 7,392.2 in May, the PSE Composite Index (PSEi) suffered from a steep correction,
ending the year at only 5,889.83, hardly changed compared to its end 2012 level of
5,812.73.

The market’s volatility was the result of the shift in foreign fund flows. Due to ample
global liquidity and the stronger long term economic growth outlook of emerging market
Asia (including the Philippines), the PSEi enjoyed strong foreign fund flows during the
first four and a half months of the year, with net foreign buying doubling to around R67.6
billion. However, prospects of reduced liquidity as a result of indications that the US Fed
may start tapering the pace of its bond purchases later during the year triggered a global
market sell-off in mid-May. Emerging market Asia also became out of favor as several
countries such as Indonesia and Thailand reported deteriorating current account positions
and worse than expected economic growth numbers. As a result, foreign investors turned
into net sellers in the PSE, liquidating R46.9 billion worth of stocks from June to
December.

Notwithstanding the high level of volatility in the stock market, average daily value
turnover still increased to 210.5 billion in 2013 from R7.2 billion in 2012. The share of
foreign investors to total value turnover also grew, increasing to 52.1% in 2013 from
45.5% in 2012.
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Similar to the Philippine stock market, the HK stock market was highly volatile in 2013.
China’s economic growth continued to slow down in response to the government’s goal of
achieving long term sustainable growth which necessitated the implementation of reforms
geared towards deleveraging and the discouragement of investments in the industrial
sector. After falling to 7.8% in 2012 from 9.3% in 2011, GDP growth slowed further to
7.7% in 2013. Sentiment for HK stocks was also hurt by concerns of a credit bubble in
China fueled by the shadow banking system. Total loans in China jumped from US$9
trillion to US$23 trillion in five years while the ratio of loans to GDP soared to 200%
according to estimates.

Due to the said factors, the three major indices in the HK stock market were barely
changed during the year. The Hang Seng Index (HSI) was up by only 2.9%, the Hang Seng
China Affiliate Corp. Index (HSCCI) was flat, while the Hang Seng China Enterprise
Index (HSCEI) was lower by 5.4% on a year-on-year basis.

Business Review

Key Performance Indicators

COL recognizes the importance of its shareholders. Thus, it is committed to maximizing
profitability through the efficient use of the Group’s capital resources with the ultimate
objective of increasing shareholder value. Given this, the Group regularly monitors and
reviews effectiveness of its corporate activities and key performance indicators which are
considered important in measuring the success of implemented financial and operating
strategies and concomitant action plans. Set out below are some of its key performance
indicators:

2013 2012
Number of Customer Accounts 82,929 46,511
Customers’ Net Equity (in millions) R49,376.7 R34,944.4
Net Revenues (in millions) B741.0 B650.9
Return on Equity(annualized) 23.0% 24.0%
Risk Based Capital Adequacy Ratio* 717.0% 903.0%
Liquid Capital** (in millions) HKD67.0 HKDG68.6

* Parent Company only
**HK Subsidiary

COL's new accounts for the Philippines expanded considerably in 2013, almost doubling
its growth rate from 2012. New accounts for 2013 grew by 36,372 accounts displaying a
growth rate of 98.0% from 2012. In 2013, COL catered to over 3,000 new account
openings per month as compared to an average of 1,500 accounts processed in 2012.
Consequently, total accounts quickly rose to 82,929 showing an expansion of 78.3% as
compared with the previous year’s 46,511. Steady programs to educate the public through
seminars and company visits solicited a healthy amount of leads for account opening.
Moreover, continuing marketing campaigns using newsprint publications, television and
internet media have also provided an added source of leads for new accounts. Key tie ups
with corporates conducting IPOs also contributed to the stalwart growth of fresh accounts.
COL Financial also increased its seminar facilitators to broaden its ability to disseminate
stock market literacy and enhance customer acquisition. As was seen as a trend in the last
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three years, over 90% of new accounts were first time investors, suggesting that the market
for new accounts remains to be robust. COL Financial will continue to look into key
marketing partnerships to generate healthy account acquisition.

Net revenues in 2013 rose 13.8% year-on-year. COL Financial benefited from the
strength of the Philippine market, coupled with the increased margin line usage and the
substantial increase in the new accounts opened.

Return on equity (ROE) is computed as net income divided by average equity. Although
earnings before tax increased by 13.8%, the normalization of the Parent Company’s
income tax dragged the consolidated net income which recorded a decrease of 0.8%.
Nevertheless, the Group’s ROE remained very healthy at 23.0%.

Customers’ net equity (customers’ deposited cash and stocks), posted a substantial
growth, increasing 54.1% from its year ago level of 232.1 billion to 249.4 billion as at end
of 2013, primarily as a result of the Parent Company’s tie up with a major foreign bank
and a local bank to service the needs of their customers who participated in the SMC
Preferred shares offering. Bulk of the growth came from the institutional customers of the
Parent Company which added £9.4 billion worth of stocks accounting for over 70.0% of
the total stock flow for the year. On the other hand, almost 26.0 billion or 97.0% of the net
cash flows came from COL’s plus and premium accounts.

The Parent Company and the HK Subsidiary maintain stockbroker licenses which subject
both to the stringent rules of regulators in the Philippines and Hong Kong. As such, the
Parent Company is required to maintain a minimum Risk based capital adequacy ratio
(RBCA) or the ratio of total measured risk to liquid capital of 110% while the HK
Subsidiary is required to maintain a Liquid capital of HKD3.0 million or 5% of its
adjusted liabilities, whichever is higher. The RBCA ratio of the Parent Company and the
liquid capital of the HK Subsidiary both consistently exceeded the minimum statutory
requirement.

Material Changes in the Financial Condition

2013 vs 2012

COL’s financial position remained strong with a very high level of cash and zero debt from
external funding sources other than the deposit liabilities owed to its customers.

The Group ended the year with consolidated Assets reaching a new record high of 24.8
billion, up 13.0% from last year’s 4.3 billion. Likewise, Liabilities, comprised mostly
of Trade payables, was up 17.5% to R3.5 billion from £3.0 billion as at end of 2012.
Factors contributing to these upward movements are as follows:

Cash and cash equivalents composed mainly of cash in banks and short-term placements
of local funds increased substantially by 24.0% or 2620.4 million as high cash balances
left in the customers’ accounts as of cut-off period allowed COL to increase its cash
position to £3.2 billion, the highest cash balance recorded thus far in the financial history
of COL. The Parent Company continued to experience remarkable net inflow of funds
coming from new accounts opened and from existing accounts who took advantage of the
strong performance of the Philippine market. Further, the robust growth in COL’s cash
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balance can also be viewed as a measure of the firm confidence being bestowed to COL by
the investing public. As a proof, net inflows from prepaid customers increased
substantially in 2013, as 6.5 billion net cash was added to the customers’ portfolio. Daily
average deposits processed during the year increased by 97.5% from 673 to 1,329 in terms
of number and from R14.6 million to £53.6 million in terms of value.

Cash in a segregated account booked by the HK Subsidiary likewise went up 75.4% or
R48.4 million to R112.6 million primarily due to the liquidation of positions made by its
customers because of the unfavourable market environment experienced in HK especially
during the first and second quarters of 2013.

Financial assets at fair value through profit or loss (FVPL) increased by 24.5 million to
B27.2 million or 164.2% due to additional investments made by the HK Subsidiary in the
US market.

Trade receivables went down by 7.9% or 2115.9 million to R1.4 billion largely due to the
settlement in 2013 of the receivable balance from the clearing house as of end of 2012.
This movement offset the increase in receivable from margin customers of the Parent
Company which posted an increase of 15.1% year-to-date, putting it back to its 21 billion
level.

Meanwhile, Deferred tax assets went down 13.4% or 8.2 million to 253.3 million due to
the combined effects of the additional shares exercised during the year which reduced the
tax deductible expense that COL can use in the future and the downward movement in the
price of the Parent Company’s share price which affects the computation of the stock
options’ intrinsic value and its related future tax benefits.

Trade payables, consisting mainly of payable to customers, was up 17.9% or R515.5
million to £3.4 billion due to the strong growth in COL’s client base which led to
additional cash deposits. The increase in the balance of this account is also partly due to
the selling transactions made by some of its FI accounts that are yet to be settled three days
after the reporting period.

Due to the normalization of corporate income taxes and the booking of the appropriate
taxes on the taxable earnings in 2013, Income tax payable increased by 18.4% to R£13.8
million as of end of year compared to the R11.7 million tax due booked by the Parent
Company as of end of 2012.

Retirement obligation, on the other hand, increased by 19.5% or 4.5 million due to the
booking of the corresponding retirement cost for the year based on the report prepared by
an actuary.

Finally, from a decrease of 4.6% during the first half of the year, Stockholders’ equity
managed to increase by 2.3% t0 R1.3 billion as the consolidated net income generated
during the year fully offset the R295.2 million worth of cash dividends distributed to the
stockholders of the Parent Company in April 2013.

2012 vs 2011
The Group’s financial position remained strong with a very high level of cash and zero
debt from external funding sources other than the deposit liabilities owed to its customers.
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Consolidated Assets composed mainly of cash and cash equivalents and trade receivables
increased by 20.5% to R4.1 billion as at end of December 2012 compared to the R3.4
billion recorded during the same period last year. Likewise, Liabilities comprised mostly
of Trade payables was up 33.1% from R2.2 billion in 2011 to £3.0 billion in 2012. Factors
contributing to these upward movements are as follows:

Cash and cash equivalents composed of cash in banks and short-term SDA placements of
local funds slightly increased by R572.3 million or 28.5% from 22.0 billion to 2.6 billion
attributable primarily to net cash inflows brought in by new accounts. This was partly
offset by the P114.0 million reduction in the balance of the HK Subsidiary’s Cash in a
segregated account from £178.2 million to 264.2 million due to withdrawals made by
some customers who decided to focus on the Philippine market. Recall that the HK market
suffered from high levels of volatility due to concerns that China’s economic growth
would slow down which made it difficult for the customers to generate profits from trading
the HK market. Coupled with the fact that it would take China a long period to rebalance
its economy, some of the HK Subsidiary’s customers decided to focus on the Philippine
market instead.

Trade receivables, on the other hand, composed mainly of Receivable from customers
and clearing house posted a net increase of 2283.6 million or 24.4% to R1.5 billion.
Receivables from clearing house increased by R156.0 million primarily due to the increase
in the net selling transactions within the settlement cut-off period posted by the Parent
Company. The amount of margin receivables also increased to 2945.6 million as at end of
2012 against the 2896.8 million recorded during the same period last year as market
conditions improved, prompting seasoned traders to utilize the margin facility to maximize
gains from their trading activities. Margin utilization rate, however, in terms of the
number of local customers availing of the margin facility decreased from 37.3% to 31.4%.
Collectibles from postpaid institutional accounts also increased from £7.0 million as at end
2011 to R66.9 million as at end 2012 due to the significant increase in the volume of
transactions executed by financial institutions.

Deferred tax assets decreased by 217.4 million or 23.1% to R57.8 million due to the
exercise of 9.2 million stock options share during the year which correspondingly reduced
the tax benefit that the Parent Company can claim in the future upon exercise of the
remaining shares.

Trade payables, consisting of payable to customers, was up 34.0% to 22.9 billion as a
result of the net funds brought in by the customers of the Parent Company.

Meanwhile, Other current liabilities decreased by 210.3 million or 13.7 % primarily due
to lower management bonus booked in 2012.

Material Changes in the Results of Operations
2013 vs 2012

COL’s Consolidated Revenue increased by 290.1 million or 13.8% to £741.0 million
year-on-year. This was largely driven by the 16.7% increase in commission revenues to
B540.5 million. Cost of Services grew by 235.5 million or 18.9% from 2188.1 million to
B223.7 million because of the increase in direct costs associated with clients’ trading

-21-



activities. Nevertheless, these are mostly variable in nature and are directly proportional to
the movement in trading volume. Operating Expenses increased by a slower pace of 6.3%
or 27.7 million from R123.6 million to 2131.3 million. Meanwhile, Provision for income
tax jumped by 147.4% or 249.1 million from £33.3 million to £82.4 million. As a result of
the foregoing movements, Net Income was down slightly by 2.2 million from £305.9
million to 2303.6 million year-on-year.

Commission revenues from COL’s Philippine operations were strong, jumping by 22.0%
to R496.1 million. Despite the volatile performance of the Philippine stock market in 2013,
total value turnover in the local market grew by 43.7% year-on-year, with growth in value
turnover from foreign investors increasing at a faster pace of 64.5% vs. 26.3% for local
investors. In 2013, COL recorded a total of 2186.6 billion worth of trading transactions
which is 25.1% higher compared to R152.2 billion value traded it posted during the
preceding year.

Partly offsetting the strong performance of COL’s Philippine operations was the weak
performance of its HK operations as investors continued to favour investing in the
Philippines over HK in light of the former’s more attractive fundamentals. Although, the
value turnover of the HK Subsidiary in 2013 was generally flat, having registered
HKD5.126 billion worth of transactions against the HKD5.164 billion value traded it
booked in 2012, commission revenues fell by 21.7% to 244.6 million due to a reduction in
the commission rate for several high turnover clients to better align the rate with a
wholesale pricing model.

Meanwhile, Interest income, mostly from margin financing, grew by 7.9% to 2198.7
million. Interest earned on margin grew by 26.7% to 2156.8 million as more clients
utilized COL’s margin facility. This more than offset the 30.6% drop in interest income
from bank placements which was largely brought about by the drop in interest rates.
Average margin availment per month expanded by 29.3% from 2952.1 million to R1.2
billion. Margin utilization rate in terms of the number of local customers availing of the
margin facility, likewise, increased to 37.1% as compared to the 31.4% recorded as at
close of 2012.

Meanwhile, the increase in the Parent Company’s cash position as a natural consequence
of the rapid and steady growth in its customer base tempered the effect of lower interest
rates. Average monthly placement increased by 38.0% to 2.8 billion while interest rate
dropped by more than 100% from 3.3% net to 1.0% net. In spite of this, the management
of COL continued to exercise prudence in handling its unused cash. Idle funds were
invested in a manner that would ensure the safety and preservation of the principal and the
liquidity of the invested funds to meet the daily operating requirements through continuous
forecasting while at the same time attaining the best yield or rate of return allowed. As a
result, its working capital requirements were serviced in a timely manner without incurring
any penalty.

The increase in Cost of Services was driven primarily by the increase in the amount of
Commissions paid to the Equity Advisory Group (EAG) handling the high net worth and
institutional accounts, and the incentives given to the sales team for facilitating the
opening of new accounts. Commission expense went up by 222.7 million 25.5% to
R111.69 million from £88.9 million in 2012. In 2013, EAG’s total value turnover
increased by 27.7% year-on-year to 261.1 billion.
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Other expenses which are directly linked to the trading activities of the Group like Stock
exchange dues and fees and central depository fees which are fixed percentages of the
trading value also went up 13.4% and 47.1% to £12.3 million and £8.3 million,
respectively, as a direct result of the increase in the value traded recorded by the Parent
Company.

The increase in operating expenses was largely due to the ramping up of Advertising and
marketing expenses which more than doubled to 210.1 million from 24.8 million. In
2013, COL continued to spend on its advocacy of creating awareness about investing in the
stock market. It also continued to spend on creating awareness about the change in its
corporate name. However, higher spending on the said items paid off as we saw a
significant increase in our client base during the reporting period.

Personnel costs and Professional fees, which account for the bulk of operating expenses,
increased by only 3.6% to 2128.7 million. This was largely due to steps taken to reduce
expenses in HK.

Bank charges doubled from R1.8 million to 3.5 million as more customers added funds
to their accounts thru the payment channels of COL’s partner banks. Although bank
charges is becoming a significant expense already, it is still the most prudent and cheaper
way of providing the best, the safest and the fastest service to the local customers as
compared to hiring or outsourcing the collection of deposits. With these online banking
arrangements in place, complemented by COL’s highly capable internal processing
systems, deposits were credited to the customer ledgers at the shortest possible time, thus,
giving COL accountholders the necessary buying power to post an order when a trading
opportunity comes.

The double digit growth in revenues coupled with the controlled increase in expenses
allowed COL’s operating profits to grow by 13.8% to 2386.0 million. However, net profits
fell slightly as Provision for income taxes more than doubled from R33.3 million to R82.4
million. Recall that in 2012, the exercise of stock options valued at B177.7 million during
the said year significantly reduced the Parent Company’s income tax provision by around
B53.3 million. As a result, COL’s effective tax rate was only 9.8% in 2012. Due to the very
small number of stock options exercised in 2013, the effective tax rate normalized to
around 21.3% while provision for income tax reached 282.4 million.

2012 vs 2011

The Group’s Consolidated Revenue was slightly down £7.8 million or 1.2% to 2650.9
million year-on-year. Although locally it managed to book an 8.4% increase in revenues at
the back of higher commissions, it is not enough to cover the steep decline in the HK
Subsidiary’s revenues which only recorded half of the revenues it generated in 2011. Cost
of Services grew by 242.9 million or 29.5% from R145.2 million to 2188.2 million
because of the increase in associated direct costs which are mostly variable in nature and
are directly proportional to the movement in the trading volume which is the core line of
business of the Group. Operating Expenses increased by 211.9 million or 10.6% from
R111.7 million to R123.6 million. Provision for income tax, on the other hand, dropped
by R33.6 million from £66.9 million to 233.3 million. As a result of the foregoing
movements, Net Income went down B28.9 million or 8.6% from 2334.8 million to
R305.8 million year-on-year.
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The mixed performance of the Philippine and HK markets was evident in COL Financial’s
earnings results in 2012. Commission revenues grew slightly by 4.2% to 2463.3 million.
Although commission revenues from the Philippines jumped by 24.2% to 2406.5 million,
this was pulled down by the steep decline in the commission revenues from the HK
Subsidiary which went down by 51.6% to 256.8 million.

Total turnover value in the local market grew by 24.0% year-on-year to 2152.2 billion, the
commission generated, therefrom, now accounts for 87.7% of the total revenues of the
Group compared to last year’s 73.6%. The growth in the turnover value was driven by the
significant increase in the value traded by the customers under the Parent Company’s
Equity Advisory Group (EAG) having contributed 56.7% or 216.8 billion additional
trading business. Coming from a low base, EAG’s average daily turnover increased by
57.1% from R124.9 million to £196.2 million outpacing the growth in COL’s regular
accounts, which increased by 14.0% from R367.6 million to 2419.0 million. As of end of
2012, the share of EAG already comprises 31.5% of the commission revenues of the
Parent Company. Daily average turnover combined increased 26.7% to 2623.8 million this
year against 2492.5 million last year.

The increase in the Parent Company’s commissions, however, failed to offset the slump in
the HK business. Hong Kong commissions further weakened 50.6% year-on-year from
HKD21.1 million in 2011 to HKD10.4 million in 2012 as its turn-over value during the
year was slashed by more than half from HKD10.5 billion to HKD5.2 billion. The market
environment remained unfavorable as an overheating Hong Kong property market and
uncertainty over government policies that were used in an attempt to cool it down
dampened investor enthusiasm in the stock market. The particularly weak China stock
market muted the gains on the Hang Seng Index which is a general barometer of investor
sentiment. As a result, the Hong Kong Exchange reported a drop of 22.0% decline in
turnover of the overall market. Average daily turnover was HKD20.9 million versus
HKD42.5 million in 2011, ending the year with HKD5.16 billion value turnover versus
last year's HKD10.474 billion.

In spite of this downturn, COL remains cautiously optimistic and hopes that the Hong
Kong investor sentiment has bottomed and that the Orion technology platform from the
Hong Kong Exchange moving forward will reignite the turnover figures by providing an
innovative platform that allows for even faster execution and attract even more
institutional investors to Hong Kong market.

Another major source of revenues of the Group is the Interest income, mostly from
margin financing. Interest earned on margin fell 15.5% to R123.7 million year-on-year.
The interest on the placement of idle funds which more than doubled, however, helped
offset the negative impact of lower margin line utilization during the year. Customers
utilized less of their margin facility, as the market rose steadily from the October 2011
lows making it difficult to build a substantial position without having to chase prices. As a
result, average monthly margin utilization declined from 1.1 billion to 2952.1 million or
a decrease of 13.6% year-on-year.

The increase in the Cost of Services was driven primarily by the increase in the amount of
Commissions paid to the Equity Advisory Group (EAG) handling the high net worth and
institutional accounts and the incentives given to the sales team for facilitating the opening
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of new accounts. Commission and referral fees went up by 31.7 million 55.3% to £88.9
million in 2012 from R57.2 million in 2011. The EAG recorded a total turn-over value of
R47.9 billion, up 53.9% from R31.9 billion, thus, increasing its market share from 25.4%
to 31.5%, and consequently, the amount of rebates paid. On the other hand, while the
number of new accounts shoot up by 65.5% to 46,444 or an addition of 18,377 customers,
the fees given to the sales team only increased by 11.3%. This reduction in effective per
capita acquisition cost from 2343.0 in 2011 to P264.0 in 2012 is owed to the hiring of new
accounts officers handling the processing of account openings of walk-in customers.

Moreover, Communications increased by 36.9% to 219.5 million this year against last
year’s R14.3 million due to subscription to additional leased lines and increase in
bandwidth intended to complement the requirements of an increasing number of local
customers and in preparation for the provision of real-time streaming data. The Parent
Company’s ISP bandwidth increased from 60mbps as of year-end 2011 to 80mbps as of
end of 2012. This capacity building will ensure the delivery of efficient service to the
Parent Company’s growing clientele. Leased line capacity was also beefed up from
20mbps to 50mbps between the Parent Company’s Pasig and Makati offices and the PSE
to support the relocation of the main data centre to Ayala, Makati and the increased
communication requirement between COL and the PSE trading system. This upgrade is
also in anticipation of the increased inter-office communication between data centres and
office users. COL also invested on the switch over of analogue to digital trunk lines and
telephone lines to be able to service the expanding customers’ user support requirements.

Personnel costs of personnel directly involved in operations likewise increased by 3.4% to
B57.3 million from R55.3 million as more people were added to support the manpower
requirements of a growing local operation and as salaries were aligned to market.

Likewise, Operating Expenses increased by 10.6% or 211.9 million to R123.6 million, still
within the planned levels.

Personnel costs of administrative staff and Management bonus combined increased by
11.3% or R4.5 million to £16.5 million due to the across-the-board salary adjustments
made.

Professional fees also posted a 6.7% increase or R1.4 million to R22.8 million. The
Parent Company incurred an additional 5.5 million expense due to the engagement of the
services of an IT consultant for the web and client side program and systems analysis,
design, development and maintenance and a consultant to bump up the services being
provided to institutional accounts. This was, however, offset by the reduction in the fees
being paid by the HK Subsidiary due to the revision of the terms of the contract with an
affiliate for the provision of financial advisory services from a fixed monthly fee to a
flexible compensation structure that is based on the trading revenue it generates.

Rentals, likewise, increased by 21.6 million or 18.7% to 210.0 million due to the
expansion of COL’s business and training centers in its Pasig offices and the relocation of
the main data center in the Makati area to ensure non-disruption of its trading operations.

Advertising and marketing expenses also went up by 21.0 million or 27.% to 4.8
million attributable to COL rebranding activities during the third quarter of 2012 due to its
change in corporate name.
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Depreciation expense went up 40.4% or 24.1 million to 214.3 million as the cost of
leasehold improvements and the capital expenditures related to the continuous
improvement of COL’s IT infrastructures were charged to operations. The Parent
Company invested in new top-of-the line servers to further increase the capacity and
efficiency of the local trading system to complement its increasing local customer base.

Given the rise in expenses and the subdued growth in revenues, Income before income tax
was only 2339.2 million down by 15.6% year-on-year. However, the exercise of stock
options valued at £177.7 million in 2012 significantly reduced the Parent Company’s
income tax provision by around 253.3 million, thus providing the cushion needed to end
the year with a consolidated net income lower by only 8.6% year-on-year. At the end of
2012, the Parent Company recorded a net income of 2278.2 million, up 7.2% from R259.6
million while the HK Subsidiary booked a net income of 227.5 million, down 63.2% from
BR75.2 million.

Other Matters

a. We are not aware of any known trends, demands, commitments, events or
uncertainties that will have a material impact on the Group’s liquidity. The Group
has not defaulted in paying its obligations which arise mostly from withdrawals
made by customers. In addition, obligations of the Company are fully funded in
compliance with the Securities Regulation Code (SRC) Rule 49.2 while COLHK
Subsidiary maintains a fund for the exclusive benefit of its customers in
compliance with the regulations of the Securities and Futures Commission of Hong
Kong.

b. We are not aware of any events that will trigger direct or contingent financial
obligation that is material to the Group, including any default or acceleration of an
obligation.

c. We are not aware of any material off-balance sheet transactions, arrangements,
obligations (including contingent obligations) and other relationships of the Group
with other persons created during the reporting period.

d. We are not aware of any material commitments for capital expenditures.

e. We are not aware of any known trends, events or uncertainties that have had or that
are reasonably expected to have a material favorable or unfavorable impact on net

sales or revenues or income from continuing operations of the Group.

f. We are not aware of any significant elements of income or loss that did not arise
from the Group’s continuing operations.

g. We are not aware of any seasonal aspects that had a material effect on the financial
condition or results of operations of the Group.

Prospects for the future

Near-Term Prospects: We expect the activity in the Philippine stock market for 2014 to
remain subdued for most part of the year as funds flow favor developed market. That said,
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we remain optimistic about the Philippine economy as the macro backdrop remains very
solid. The Philippines' current-account surplus should continue in the coming years given
the recurring and growing nature of the overseas Filipino worker (OFW) remittance and
business process outsourcing (BPO) revenue.

With local interest rates expected to remain low, COL is well positioned to capitalize on
the growing need of the retail investor for alternative investment that potentially offer
better returns over the long term. COL recently concluded its capacity expansion program
and is exploring the possibility of making various professionally managed funds available
through its platform. This is part of COL's plan to expand its products and services to
better address the needs of Filipino investors.

Meanwhile, COL’s HK operations will most likely remain a small contributor to its total
revenue in 2014. Although we have most likely seen the worst in 2013 as far as the
Chinese economy and the HK market are concerned, we believe prospects in the
Philippines will continue to remain attractive thereby the incentive to invest overseas will
remain low.

Medium to Long Term Prospects: The medium to long term outlook of the Philippine
market is very attractive. The economy is expected to maintain its above average growth
pace, driven by the country’s favorable demographics, the resilience of OFW remittances
and BPO revenues to external shocks, the expected rebound in investment spending, and
the continuous growth in government spending. Interest rates will also most likely remain
low, thanks to the structural improvement in government’s finances. Finally, the
penetration rate of retail investors in the stock market remains very low at less than 1%,
implying a substantial room for growth. The said factors should bode well for the
performance of the Philippine stock market and for COL.

Item 7. Financial Statements

Please refer to the attached Consolidated Audited Financial Statements for the years ended
December 31, 2013 and 2012.

Item 8. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

COL has not changed its accountants for the last three (3) years and has not had any disagreements
on accounting and financial disclosures with its current accounts for the last three (3) years.

Item 9. Audit and Audit-Related Fees

The following table sets out the aggregate fees billed for each of the last two fiscal years for
professional services rendered by SyCip Gorres Velayo & Co.

Years Ended December 31

2013 2012
Audit and Audit-Related Fees in connection with the P1,135,000 945,000
annual review of the Group’s financial statements
Tax Fees none none
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Appointment of COL’s external auditor and its audit fees are upon recommendation of the Audit
Committee (AuditCom). All services rendered by SGV have prior approval of the President as
recommended by the AuditCom. Actual work by SGV proceeds thereafter. The Audit Committee
is chaired by Mr. Manuel S. Estacion with Mr. Raymond C. Yu and Mr. Hernan G. Lim as
members.

PART 111 - CONTROL AND COMPENSATION INFORMATION
Item 10. Directors and Executive Officers of the Issuer
Board of Directors

The Directors of COL as of December 31, 2013 are as follows:

Name Position
Edward K. Lee Chairman
Alexander C. Yu Vice Chairman
Hernan G. Lim Member
Raymond C. Yu Member
Conrado F. Bate Member
Paulwell Hann Member
Catherine L. Ong Member
Wellington C. Yu Member
Kho Boo Boon Member
Manuel S. Estacion Member
Joel Litman Member

Following are descriptions of the business experience of each of the Directors of COL covering
the past five years:

Edward K. Lee, 58, Filipino, is concurrently the Chairman of the Board of COL since 1999 and
up to the present; Chairman of the Board of CSI since 1986 and Chairman of the Board of
COLHK since 2001. He served as Nominee of CSI to Manila Stock Exchange (MSE) and the
PSE. In addition, he is the Chairman and Chief Executive Officer of the CWC Group of
Companies which includes CWC Development, Inc., Barrington Carpets, Inc., Citimex, Inc. and
CWC International, Inc for 31 years now. Mr. Lee previously served as a Governor of the PSE
and was the Chairman of the Computerization Committee of the MSE and PSE in 1994. He went
on to become a member of the Board of Directors of A. Soriano Corporation (Anscor) serving for
two terms. Mr. Lee was also a finalist to the 2007 Entrepreneur of the Year Philippines by Ernst &
Young.

Alexander C. Yu, 58, Filipino, is the Vice-Chairman of COL since its incorporation in 1999. He
is concurrently the Vice-Chairman and Treasurer of CTS. He is also a Director of COLHK since
2001 and of Winner Industrial Corporation for more than 10 years now. He is the proprietor of
Trans-Asia General Merchandise and has also served as a Director of Anscor.

Conrado F. Bate, 51, Filipino, is currently the President and Chief Executive Officer of COL. He
has extensive experience in the Philippine stock brokerage and fund management industry. Prior
positions that he held include: Vice President of JP Morgan Philippines in 2002; President and
CEO of Abacus Securities Corporation from 1995-1997; and Vice President of Fund Management
Division of Philamlife Insurance Company from 1990 to 1995. Mr. Bate was a member of the
Board of Directors of the PSE (2005-2006) and served as Chairman of its Investor Education
Committee and Member of the Legislative Committee. He was an independent director of the
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ATR Kim Eng Asset Management from 2005 to 2010 and serves in the same capacity for Corston-
Smith Asset Management Sdn. Bhd. from February 2009 to present.

Catherine L. Ong, 61, Filipino, is currently the Chief Financial Officer of COL. She has served
as Member of the Board of Directors of COL from 1999 to 2005 and was reelected in 2007. She
is concurrently a Director of COLHK, the President of CSI and Executive Vice President and
Treasurer of the CWC Group of Companies for more than10 years now. She has extensive
experience in banking, having held various positions in Metropolitan Bank and Trust Company
(Metrobank). She was an Assistant Vice President and Area Supervisor of Metrobank and served
as a Director of Metrobank’s subsidiary, Pan Philippines Life Insurance Corp. (now known as
Philippine Axa Life). Ms. Ong graduated from the Philippine Women’s University with a
Bachelor of Science Degree in Business Administration, Major in Accounting.

Khoo Boo Boon, 55, Malaysian, is a Member of the Board of Directors of COL since March
2001. Mr. Khoo has extensive experience in international trading, advertising, market research
and corporate management. He finished his degree in Psychology and Political Science (summa
cum laude) as a state scholar at the National University of Malaysia and a Masters Degree in
Management from the Asian Institute of Management. He was the General Manager and
Treasurer Designate of the Waterfront Group and spearheaded its efforts in two casino-hotel
projects in Cebu City. In 1995, Waterfront was listed on the PSE. Mr. Khoo became the
Managing Director and Chief Operating Officer of the said company until the Malaysian group’s
divestment from Waterfront Philippines, Inc. He is currently the President and Chief Executive
Officer of GTF Worlwide Philippines, Inc.. He is also a shareholder and sits on the Board of
Directors of GEKA Property Holdings Inc., an investment holding company. From August 5,
2002 to February 2007, he serves as the Executive Director and Chief Executive Officer of Legend
International Resorts Limited, a gaming and hospitality company.

Manuel S. Estacion, 68, Filipino, has served as a Member of the Board of Directors of COL since
his election in March 2001. Mr. Estacion is a Bachelor of Science in Commerce graduate of San
Beda College. He is presently engaged by the Hongkong and Shanghai Banking Corporation
Limited (HSBC) as the Bank Representative in the remaining labor related cases pending in court.
He previously served HSBC in various capacities and was the Vice President Human Resources
from 1996 to 1999 after which he acted as a Consultant to HSBC prior to his present engagement.
He is the Proprietor of MSE Building Maintenance Services. Mr. Estacion is a Charter Member
and a Director of the Rotary Club of Ortigas Center for the Rotary Year 2011-2012.

Wellington C. Yu, 70, Filipino, was elected as Member of the Board of Directors of COL in
March 2001. Mr. Yu finished his BS Chemical Engineering at De La Salle University in 1965 and
his MBA and MS Chemical Engineering from the University of Pittsburgh. From 1973 to 1985 he
was the Dean of the College of Business and Economics of De La Salle University and of the
Graduate School of Business from 1981 to 1984. He was conferred the title of Dean Emeritus in
the College of Business and Economics. He was the Senior Vice President of Tropical Rent-A-
Car in Hawaii from 1986 to 1990 and the President of Sunstrips, Inc. of San Jose, California from
1990 to 1997.

Raymond C. Yu, 59, Filipino, became a Member of the Board of Directors of COL in March
2005. He is concurrently a Director of CSI. Mr. Yu is a Bachelor of Science in Commerce
graduate of De La Salle University in 1974 and a Certified Public Accountant. He is currently the
President of Winner Industrial Corporation and a Director for more than 16 years of the CWC
Group of Companies.

Hernan G. Lim, 60, Filipino, was elected as Member of the Board of Directors of COL in March
2005. He is also a Director of CSI. Mr. Lim is currently the President of Hoc Po Feeds
Corporation and the Executive Vice President of Philstar Marketing & Development Corporation
and HGL Development Corporation. He is also a Director CWC Group of Companies. He holds a
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degree in Bachelor of Science in Electronic and Communication Engineering at the University of
Sto. Tomas. He also took the Basic Management Course at the Asian Institute of Management.

Paulwell Han, 54, Chinese, was elected as Director of COL on November 11, 2010. He isa
graduate of Business Finance at San Francisco State University, USA. He is currently a Director
and General Manager of different corporations located in Hong Kong namely: Dai Heng
Pharmaceutical Co., Ltd., Yee Ting Tong Company Limited, Tecworld Investment Co., Ltd.,
Silver Jubilee Co., Ltd., Sunning Restaurant and Etta Trading Company Limited.

Joel Litman

Joel Litman, 43, American, was elected as Director of COL on August 12, 2011. He is currently
the Chief Investment Strategist and Managing Director of Valens Securities, Inc. headquartered in
New York City. He serves as Chairman and CEO of Valens Credit LLC, Valens Equities, and the
Institute of Strategy & Valuation. Previously, he held Director/Manager positions at Credit Suisse
First Boston, Deloitte Consulting, and American Express. He is co-author of the book, DRIVEN:
Business Strategy, Human Actions, and the Creation of Wealth and has published in Harvard
Business Review. Professor Litman is on faculty at Hult International Business School and has
lectured at Harvard and other MBA programs. He is Chairman of the Foundation for
Socioeconomic Advancement focused on philanthropic efforts, particularly in the Philippines. He
is a Certified Public Accountant in the United States, a member of the Global CFA Institute,
received his B.S. Accountancy at DePaul University and his MBA/MM from the Kellogg
Graduate School of Management at Northwestern University.

Messrs. Khoo and Estacion are the Independent Directors of COL.
Management Team
The members of the management team, aside from those above mentioned are as follows:

Caesar A. Guerzon
SVP, Corporate Secretary and Head of Legal Department and Human Resource and
Administration Department

Caesar A. Guerzon, 63, Filipino, is concurrently a Director of COLHK and the Corporate
Secretary of Citisecurities, Inc. and the CWC Group of Companies. He was elected as Director of
COL from March 31, 2011 to August 12, 2011. Presently, he serves as the Chairman of the Board
of Rural Bank of Sta. Maria, llocos Sur, Inc., a member of the Board of Trustees of COG - Makati,
Inc. and Secretary to the Sangguniang Barangay of Bel-Air, Makati City. He served as a board
member of listed companies Omico Mining Corporation and Vulcan Mining Corporation and as a
member of the Governance Committee of the PSE and the Legislative Committee of the Philippine
Association of Securities Brokers & Dealers, Inc. Atty. Guerzon is a Certified Securities
Representative and a member of the Integrated Bar of the Philippines.

Juan G. Barredo
Vice President for Sales and Sales Support Services

Juan “Juanis” G. Barredo, 46, Filipino, manages the day-to-day operations of COL's Business
Center, its Sales division as well as its Customer Service division. He also spearheads the COL
Investor Seminar Series, the flagship investor education program of the Company, geared to
empower COL customers and the investing public to build their knowledge base through a series
of progressive stock market training sessions so that they can confidently invest in the Philippine
Stock Market. He has addressed an audience of over 30,000 people in the last five years
nationwide with topics ranging from the basics of stock market investing to introductory and
advance technical analysis seminars. Mr. Barredo holds a Bachelor of Arts degree in Philosophy
from De La Salle University in 1990 and is a Certified Securities Representative.
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Nikos J. Bautista
Vice President and Chief Technology Officer

Nikos J. Bautista, 44, Filipino, is the Chief Technology Officer of COL. He is also a consultant
and a committee member for the New Trading System Project of the PSE which was launched
successfully mid 2010 and for various projects of the PDEX. He was with the I.T. Department of
the PSE as manager, in charge of all the I.T.-related activities of the Exchange from 1993-1997.
In 1997, he joined Computershare, an Australian-based software development company
specializing in trading systems wherein he took charge of all technical aspects of the business. In
2000, he put up a software development company, FINATECHS, INC., where he served as its
President and Chief Executive Officer until 2003. Mr. Bautista is a graduate of De La Salle
University with a Bachelor of Computer Science Degree and Masteral Courses in Computer
Science.

Lorena E. Velarde
Vice President and Financial Controller

Lorena E. Velarde, 43, Filipino, was appointed as Financial Controller of COL in 2010

after having served as the Company's Head of Accounting from 2001 to 2009. She is
concurrently the Compliance Officer of Citisecurities, Inc. Before that, she was a Senior Associate
in-charge at SyCip Gorres Velayo & Co. which provided her extensive training in tax,

accounting and financial reporting. Ms. Velarde graduated from the University of Santo Tomas
with a Bachelor of Science Degree in Commerce Major in Accounting in 1991 and became a
Certified Public Accountant on the same year.

April Lynn C. Lee-Tan
Vice President and Head of Research Department

April Lynn C. Lee-Tan, 37, Filipino, heads the Research Team of COL from 2003 to present. She
joined CSI’s Research group in 1996. Ms. Tan holds a Bachelor of Science Degree in
Management Engineering from the Ateneo de Manila University. She is a Certified Securities
Representative and is a Chartered Financial Analyst (CFA). She earned the right to use the CFA
designation in 2000. She is currently the President of the CFA Society of the Philippines and
Chair of its Investment Research Challenge committee.

Melissa O. Ng
Assistant Vice President and Head of Operations Department

Melissa O. Ng, 41, Chinese, graduated with a degree of Bachelor of Science Degree in Applied
Economics and a Bachelor of Science Degree in Business Management from De La Salle
University. She earned her MBA (Silver Medalist) from De La Salle University in 2000. She has
been with COL since 2007 and has previous banking experience from Security Bank and Union
Bank of the Philippines.

Term of Office

Pursuant to the By-Laws of COL, the directors are elected at each annual stockholders’ meeting by
stockholders entitled to vote. Each director holds office until the next annual election and his
successor is duly elected, unless he resigns, dies or is removed prior to such election.

Resignation/Retirement of Directors and Executive Officers as of December 31, 2013

None
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Significant Employees

No single person is expected to make a significant contribution to the business since COL
considers the collective efforts of all its employees as instrumental to its overall success.

Family Relationships

With the exception of Mr. Alexander C. Yu and Mr. Raymond C. Yu and Mr. Edward K. Lee and
Ms. Catherine L. Ong, who are siblings, there are no other family relationships either by
consanguinity or affinity up to the fourth (4") civil degree among its Directors and Executive
Officers.

Involvement in Certain Legal Proceeding