PETRON

July 13, 2011
Petron Corporation's Disclosure

PHILIPPINE STOCK EXCHANGE, INC. (PSE)
Philippine Stock Exchange Center
Exchange Road, Ortigas Center

Pasig, Metro Manila

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

Subject: Quarterly Progress Report
Dear Ms. Encarnacion:

Please find attached our Quarterly Progress Report for the Quarter Ended June 30, 2011 in relation to
Petron’s use of the proceeds from its public offering of Preferred Shares on March 5, 2010.

We hope we have sufficiently complied with your disclosure requirements.

Very truly yours,

() : ;"l?f -

JOSE ANGELO C. CRUZ
AVP - General Counsel &
Corporate Secretary
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Tatraalcrion

We have reviewred the accompanying Guarterly Progress Report (the Report) of
Petson Corporation (the Company) for the quarter ended June 30, 2011, and
aceompanying explinatory notes with respect g0 the Company’s use of the proceeds
from its public offering of Preferred Shares (the PPREF Proceeds) on March 5, 2010,
Manzgerent is responsible for the prepamation of such report and ghe fair
presentation of the Report in accordance with the planned use of the PPREF
Proceeds as presented in the Offcring Prospectus of the Company related to the
PPREF. Chur responsibility is to issue a report on the Quarterly Progress Report
based on our review.

Nepe of Repgen

We conducted our review in accordance with the applicable Philippine Smndard on
Review Engagements. This Standard requires that we plan and perform the review to
obtain moderate assurance as to whether the finuncial information are free of maerial
misstatement. A teview is imited primarily o inquitcs of Company personnel and
analydical procecures applied to Anancial data and thus provides less assurance than
an audhic We have not performed an audit and, accordingly, we do not express an
audic cipenion
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Based on owr review, nothing has come to owr attention that canses us to believe that
the sccompanying Quarterly Progress Repart of Petron Corporation does not present
fairly, 1 all materal respects, the mfomaanon on the use of the PPREF Proceeds for
the quarter ended June 30, 2011, i sccordance with the planmed use of such proceeds
a5 summatized in the Offedng Prospectus of the Company.
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July T, 2011

THE DISCLOSURE DEPARTMENT

THE PHILIPPINE STOCK EXCHANGE, INC,
Phflippine Stock Exchange Center
Exchange Rpad, Ortigas Complex

Pasig City, Metro Manila

Allentian : ATTY. ROEL A. REFRAN
Head, Bsuer Regulation Division

Re : Progress Report for Quarter Ended
Jung 30, 2011

Dear Sir:

Please be advised that as of June 30, 2011, the remaining balance of the procesds fram the
offering of Petron Preferred Sharss (“PPREF") amownts to TWO HUMNDRED SIXTt-ONE
MILLION THIRTY-EIGHT THOUSAND EIGHT HUNDRED FORTY AND FOUR CEMTAVOS
(H261,038,840.04). The details of the disbursements for the guarter ended June 30, 2011
made fram the PPREF Offering preceeds of TEN BILLION PESOS (R10,000,000,000) that
resulted in the above mentionsd remaining amousnt are as follows:

[FFREF Procesds Fhp 10,000,000,000,00
disbursements®;
For the year ended December 311, 2010
a5 previously reported on Phip 8,917,877, 364,57
January 26, 2011
For the quarter ended March 31, 1011
a5 previously reported on
April 13, 2011 405, 897, 581,26 7,324, 774,945.83
of P Proceeds as of
chi 31, 2011 2,675,215,054,17

¢ Desburspments for the quarter enced
June 30, 2041

Power plant project Php 2,41 3,962,641.25 -
FEREF-related dishursemants 103, 5T28E | T414.786 31413

ance of PFREF Procesds as of
une 30, 2041 Php 261,038, 840,04

“including sccumulated FPRET related dabursememts of §159.9 mition [B159.6 milen srd &0, 3 million for
the year ended brcembser 11, 2090 anid guarter seded barch 11, 044, rERpECT vy
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PETRON CORPORATION
MOTES TO QUARTERLY PROGRESS REPORT
FOR THE QUARTER ENDED JUNE 30, 2041

1. BACKGROUMD

Early in 2009, the Board of Directors (the Board) of Petron Corporation (the Company)
approved the issuance of preferred shares to rafse funds for capital expenditures related
o expansion programs, and possibly, to reduce some of the Compamy’s debts, which act
was subseguently ratified by the Company's stockholders during the stockholders’
meeting held on May 12, 2009, On Qctober 21, 2009, the Board approved the amendment
of the Company's Articles of Incorporation to reclassify a total of 624,895,503 unissued
commeon shares to preferred shares with a par value of 81.00 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 November 2009, the requirements for the registration statement of the Company's
preferred shares, the Preliminary Prospectus, were submitted to the Securities and
Exchange Coenmissicn (SEC). The application for listing of preferred shares was
subsequently filed with the Philippine Stock Exchamge (PSE). 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 Japueary 77, 20010, the SEC fawvorably 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 P5E.

As required in the Motice of Approval of the Company's public offering of Preferred
Shares (the Notice) issued by the PSE, the Company is reguired to submit to the PSE via
the Onlime Disclosure Systern the following disclosures:

- any disbursement 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 Proceeds on or before
15 days of the following guarter,

- annual Summary of application of Proceeds on or before lanuary 31 of ithe
following yoar; and,

- approval by the Baard af any reallocation on the planned use of procesds.



2. RELEVANT INFORMATION

Expenditures from the PPREF Proceeds are discussed below,

{a) Mature of Expenditures

The PPREF Proceeds are being used to support the investment requirements of the
Company, 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)

1)

(i)

{iv)

Power Plant Project (PPF)

The Refinery’s power generation system is being upgraded to a more efficient
technology. This will improve the reliability, sourcing flexibility and cost
efficiency of the Refinery's system to meet its growing steam and power
requirements.  The power plast is being constructed within the Company’s
Refinery compound n Limay, Bataan. The project cost is estimated ab US5200
millicn, or about R10.0 billion over a peried of three years (2010 to 2012) and of
which 5.0 billion will be funded from the PPREF Proceeds.

Marketing Retail Expansion (MRE)

To protect its leadership in the domestic ol industry, the Company is continuing
its service station network expansion. About 81,0 billion a year is programmed
far 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 (RSO

To free wp short-term credit lines available to the Company for its working
capital requirements, particularly for impeortation of crude oil supply and
petrobeum products, the Company is repaying certain short-term debts from the
PPREF Proceeds: earmarked for this purpose is 83.9 billion.

As of June 30, 2010, the amount 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 {ssuance of the Preferred
Shares.

The balance of PPREF proceeds of B261.0 million as of June 30, 2011 i5 expected to be
fully expended on the PPP (with a minimal amount expected to be expended on the
remaining PPREF-related disbursements) within the succeeding guarters.



(b) Summary of Expenses Incurred

Yaar Ended First Qusries Second Quiarter
Peceimiber 31, 2010 At Zon Tatal

Povar plantpm}ec‘t P O1H58267.213.97 P 4D6A44, 32006 P 2413 98264175 P 4.078.894.196.44
Marketing retail

EpanEion 1,040,000, 500, O - - R
Repayment. of

thort-cerm debits 3,500,000, 040,00 : : 3,500, 0O, D00, 00
F'Plligi-relil.e-d

205572 b 161,066 963 48
Total B_ &SP 7736457 P ADRES7SEL26 F FAi4 18630410 B 9. T30 361,100 96




