PETRON

January 28, 2011
Petron Corporation's Disclosure

PHILIPPINE STOCK EXCHANGE, INC. (PSE)
Disclosure Department

3" Floor, Philippine Stock Exchange Center
Ayala Triangle, Ayala Avenue

Makati City

Attention: MS. JANET A. ENCARNACION
Head, Disclosure Department

Dear Ms. Encarnacion:

Please find attached Petron’s Annual Progress Report for the Year Ended December 31, 2010
in relation to Petron’s use of the proceeds from its public offering of Preferred Shares on
March 5, 2010.

Thank you.

Very truly yours,

. _}hw,_;_

JOSE ANGELO C. CRUZ
AVP - General Counsel &
Corporate Secretary
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Mir. Emmanuel E. Erafia
Chief Finamce Officer/
Chief Information Officer
Petron Corporation

EMC Head Office Complex

A0 Sun Magoel Avenue
1550 Manda]u?'o ng City

Trsirvehaciine

We have reviewed the accompanying Anmual Summaty of Application of Proceeds
ithe Annual Summary) of Petron Carpotation (the Company) for the vear ended
Diecember 31, 2010, and sccompanying explaratory notes with reepect to the
Company's use of the proceeds from its public offering of Prefemed Shares

(the PPREL Proceeds) on March 3, 2010, Management 35 responsible for the
preparation and fair preseneaton of the Annuel Suwnmary 10 sccordance with the
planned use of the PPREF Proceeds: as presented i the Offexing Prospectus of the
Company related to the PPREF. Our responsibility is to fssue a report on the Annual
Summiary based on our rewicw.

Soope of Rerdew

Wi roanelimte] geer review 0 ancoedenes with the n[\[ﬂiral‘ﬂr T’]ﬂ“i‘[&l‘l‘iﬁn Standiard on
Review Engagemnents. This Standard requires that we plan and perform the review to
obitain moderate sssumnce 25 10 whether the financial informaton are free of materal
misstatement. A feview is limited primarily to inquites of Company personne] and
analytical procedures applied to financial data and thos provides less assurance than
an zucht, We have not performed an audit and, accordingly, we do not express an
audit opinion,
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2.
Clonclwrion

Bascd on our review, nothing has come to our attention that causes us 10 belicve that
the sccompanying Anmual Summary of Petron Corporation does not presenit fairly, in
all material sespects, the information on the use of the PPREF Proceeds for the year
ended December 31, 2010, in accordance with the planned use of such proceeds as
summarized in the Offermy Prospectus of the Compansy,
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THE DISCLOSURE DEPARTMENT

THE PHILIPPIME STOCK EXCHANGE,

Philippine Stock Exchange Center
Exchange Road, Ortigas Complex
Pasig City, Metro Manila

ATTY.
Head,

Attention

PETRON

January 26, 2011

IMC,

ROEL A. REFRAN
Issuer Regulation Division

Re : Annuwal Summary of Application of Proceeds
Fur Ue Tea Evued Decemlin 30, 2010

Dear 5ir:

Please be advised that as of December 31, 2010, the remaining balance of the proceeds from
the offering of Petron Preferred Shares (“PPREF”) amounts to THREE BILLIOM FIGHTY-TWOQ
MILLION ONE HUNDRED TWENTY-TWO THOUSAND 51X HUNDRED THIRTY-FIVE PESOS AMD FORTY

THREE CENTAVOS. (R3,082,122,635.43).

The details of the disbursements for the period

January 1 to December 31, 2010 made from the PPREF Offering proceeds of TEN BILLION
PESOS (B10,000,000,000) that resulted in the above mentioned remaining amount sre as

follows:

PPREF Proceeds

Php 10,000,000,000.00 |

Less: Disbursements for the four
quarters of 2010;

1. Repayment of short-term debt

Php  3,%00,000,000,00

2. Power plant project

1,85E,367,233.97

3. Marketing retail expansion

1,000,000, 000,00

A, PPREF-related disbursements 159,610,130,60 £,917,877,364.57
Balance of PPREF Proceads as of il
December 31, 2010 | Php 3,082,121,635.43
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PETRON CORPORATION
NOTES TO AMNUAL SUMMARY OF APPLICATION OF PROCEEDS
FOR THE YEAR ENDED DECEMBER 31, 2010

1. BACKGROUND

Early in 2009, the Board of Directors {the Board) of Petron Corporation (the Company)
approved the issuance of preferred shares to raise funds for capital expenditures related
to expansion programs, and possibly, to reduce some of the Company’s debts, which act
was subseguently ratified by the Company’s stockholders during the stockholders'
meeting held on May 12, 2009. On October 21, 2009, the Board approved the amendment
of the Company's Articles of Incorporation to reclassify a total of 624,895,503 unissued
common shares to preferred shares with a par value of £1.00 per share, The said
amendment was approved by a written assent of the stockholders on January 6, 2010 and
the features of the preferred shares were approved by the Board Executive Committee on
Hovember 25, 2009,

In Movember 2009, the recuirements for the Fagierration statement of e Conipdiny’s
preferred shares, the Preliminary Prospectus, were submitted to the Securities and
Exchange Commission (SEC). The application for 0sting of preferred shares was
subsequently filed with the Philippine Stock Exchange (FSE). In the meantime, on
January 21, 2010, the SEC approved the amendment to the Company's Articles of
Incorporation to include preferred shares in the composition of its authorized capital
stock. ©On January 22, 2010, the SEC favorably considered the Final Prospectus and the
lssue Management and Underwriting Agreement. On March 5, 2010, the preferred shares
became officially listed and traded at the PSE,

As required in the Motice of Approval of the Company's public offering of Preferred
Shares (the Notice) lssued by the PSE, the Company is required to submit to the PSE via
the Online Msciosure System the following disclosures:

s any disbursernent made in connection with the planned use of proceeds from the
Preferred Shares Offering (the PPREF Proceeds);

«  Quarterly Progress Report on the application of the PPREF Procseds on or before
15 days of the following quarter;

= Annual Summary of Application of Proceeds on or before Jamuary 31 of the
fallowing year; and,

»  approval by the Board of any reallocation on the planned use of proceeds.



2, RELEVAMT INFORMATION

Expenditures from the PPREF Proceeds are discussed below.,

fa) Mature of Expenditures

The

FPREF Proceeds are being used to support the investment requirements of the

Compary, particularly for its refinery and marketing operations, as well as for
general corporate purposes. The following are the three major classifications of
expenditures from the PPREF Proceeds:

i)

Fower Plant Project (PPP)

The Refinery’s power generation system is being upgraded to & more efficient
technology, This will improve the reliability, sourcing flexibility and cost
efficiency of the Refinery's tystem to mesl ile growing steam and PEwer
requirements. The power plant is being constructed within the Company's
Refinery compound in Limay, Bataan. The project cost s estimated at
Us5200 million, or about £10.0 billien over a period of three years (2010 to

2012} and of which £5.0 billion will be funded from the PPREF Proceeds,

ili) Marketing Retail Expansion (MRE)

(1)

(iv)

To protect its leadership in the domestic il industry, the Company is continuing
its service station network expansion. About £1.0 billion a year is programimed
for this project over the next five years,

As of December 31, 2010, the amount of PPREF proceeds set aside for MRE has
already been fully used up.

Repayment of Short-term Debts (RSD)
To free up short-term credit lines available to the Company for its working

capital requirements, particularly for importation of crude ol supply and
petroleum products, the Company is repaying certain short-term debts from the

PPREF Proceeds; earmarked for this purpose is about B39 billion.

Ac of June 30, 2010, the smount of PPREF proceeds set aside for RS0 has already
been fully used up,

PPREF-Related Disbursements

These are actual payments related to the listing and issuance of the Preferred
Shares,

(b) Summary of Expenses hcurred

First Sacond Third Fourth

Cuarter Quarter Quartes Cluartar _ Tatal

Perwar plant

profect F1.541,433, 680,00 BYS, 7651 64,80 104, 19%, (25,00 F120,995,104.97  P4.BSE, 267,213, 87
fAnreking rotail

EXpArTian 215,705, %6111 6897, F12.49 41,506, 16551 125,870 560,88 1,000, 800,000, 00
Repayment af

Short-tenm

debiis 3,540,791,708, 34 155, 206, T E4 - . 3,900,000, 000, 00
PPREF-retated

disbursemsents 155,672 754,45 3,115, 40641 424,371.53 TRE BT 159,660,130, &0
Total F5, 451,995, 3310 BTG, 360,575 14 F342,099, 621.05 FR6.993,532.25 B, 7 87T, 164,57
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ft) Application of Remaining Balance of PBREF Proceeds

The remaining balance of the PPREF Proceeds amounting to 83,082,122,.635.43 as of
December 31, 2010 is applicable to the remaining unserved amount alleeated to the

power plant project and any of the remaining PPREP-related disbursements such as
external auditors' fee and other related disbursements,



