PETRON

September 9, 2011

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 Final Progress Report for the month Ended July 31, 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,

O

JOSE ANGELO C. CRUZ
AVP - General Counsel &
Corporate Secretary
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Mr. Emmanuc] E. Erafia
Chief Finance Officer/
Chief Information CHficer
Petron Corporaton

SiIC Head Office Complex
A0 San Mizuel Avenue
1550 Mandalivong City

Tmtradduciron

We have meviewed the accompanying Fioal Beport of Petron Corporation

(the Company) for the month ended July 31, 2011, and accompanying explanamory
fotes with respect to the Company’s use of the proceeds foom its public offering of
Preferred Shases (the PPREF Proceeds) on bMarch 5, 2010, Management is
respomsible for the preparadon of such repost and the fair presentation of the Final
Report in wccordance with he planned use of the PPREF Proceeds as presented in
the Offenng Prospectus of the Company echited o the PPREF, Owr responsihility is
to issuc 8 report on the Fingl Report based oo our reviea

Feape of Henew

We conducted our review in accondance with the applicable Philippine Standard on
Review Engagements, Thi: Standard requires that we plan and perfoem the review o
obtain moderate assurance s 10 whether the financial mformston are free of material
misstaternent. A peview is bmited primarnly to inguities of Company personnel and
analyticul procedures appliad to financal dat and thus provides less assurance than
an awdit. We have not performed an aodir and, nccordingly, we do not express an
ancht opnken,
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Based on our review, nothing has come to our attenton that causes us o believe that
the accompanying Final Report of Petron Corporation does not present fuiry, inoall
marerial respects, the information on the use of the PPREF Proceeds for the month
ended July 31, 2011, in accordance with the planned use of such proceeds s
summarized in the Offedng Prospectus of the Company.
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August 22, 2011

THE DISCLOSURE DEPARTMENT

THE FHILIFPINE 3TOCK EXCHANGE, IMC.
Philippine Stock Exchange Canter
Exchange Road. Ortigas Complex

Pasig City, Metro Manila

Affention T M5 MARSHA M. RFSIIRRFCCHIN
Head, Issuer Regulation Division

Re - Final Report for the
manth & July 3 1

Crear Sir:

Please be advised that as of July 31. 2011, the proceeds from the offering of Petron
Preferred Shares ("PPREF") have already been fully used wp. Jo:m‘dlml . 35 advised by your
office, we are ssning our Final Report on the full utilization of the P E'fF Offening pracesds.
The details of the disbursements for the month ended July 31, 2011 dncludng the
arcmmudated dishorsements in presdows periods made fram the PPREF Offering procoods of
TEH BILLMDN PESOS (810,000,000, 000) are as follaws:

[FFREF Frocesds Fhp 14,000, D00, T00, O
Lage dichurcamanta®:

Far the year ended Decamber 31, 2010
as previsusly reported an

1a y Bk, 2011 P 6,917, 877, 164,57
For the period ended June 30, 2011 as
previousty reported on the first and
secued quariers of 20011 an

Apcil 13, 2001 and July 7, 3071, 2,821._083 79839 P,738,081,150.04
respectively
{Eaiance of PPREF Procesds as of
une 30, 204 1 241,000,040, 04

Less disbursaments for the month snded
Iy 31, TOEI.

Power plant project Php  3&0,837 JEC0.04
PPFREF-related cishursements 201 260 00 2&1_1]-]1,3‘0,{!_4_

o of PPFREF Proceseds as af
T1, 21 Bhp 0. 00

*snzludirg sccumulates FRREF-ralated dhisuremend: of B160. 1 méticn ([B155.6 milion and B0.5 millian for
thas ymar sndnd Marserier 71, T80 Gl pasbed sncded Juna 10, 2001, reapsativaby)
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PETRON CORPORATION
MOTES TO FINAL REPORT
FOR THE MONTH EHDED JULY 31, 2011

1. BACKGROUMD

Early in 2009, the Board of Directors (the Board) of Petron Corpotation (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 subsequently ratified by the Company’s stockhelders durirg 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 64,895,503 unissued
common shares to preferred shares with a par value of B1.00 per share. The said
amendment was approved by a written assert of the stockholders or January 6, 2010 and
the features of the preferred shares were approved by the Board Executive Committee on
MNovember 75, 2009.

In Movember 2009, the reguirements for the registratisn statement of the Company's
preferred shares, the Preliminary Prospectus, were submitted to the Securities and
Exchange Commission (SEC). The applicatian for listing of preferred shares was
subsequently filed with the Philippine Stock Exchangs (PSE). In the meantims, on
January 21, 2010, the SEC approved the amendment to the Cempany'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
Issue Management and Underwriting Agreement. On March 5, 2010, the preferred shares
became officially listed and traded at the PSE,

As reguired in the Hotice of Approval of the Company's public cffering of Preferred
Shares (the Notice) issued by the PSE, the Company is required to submit to the PSE wvia
the Cnline Disclosure System the following disclosures:

- amy disburserment made in connecticn with the planned use of proceeds from the
Freferred Shares Offerirg (the PPRE® Proceeds);

- Guarterly Progress Report on the apolication of the PPREF Proceeds on or before
15 day=s of the fallowing gquarter;

- dnnual Summarny of Application of Procesds ocn or before January 31 of the
Following wear; and,

. approval by the Board of any realloation on the planned use of proceeds.

In July 2011, the balance of the PPREF Proceeds remaining as of June 30, 2011 was fully
utilized and in an inguiry made with the PSE, the Company was adwvised that it can
already submit the Ffinal Report on the use of the PPREF Proceeds. Accordingly, on
August 27, 2011, the Company istued its Final Report for the month ended July 37, 2011,
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Z, RELEWANT INFORMATION

Expenditures from the PFREF Proceeds are discussed below,

fa) Nature 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 classificatiors of
expenditures from the PPREF Proceeds:

(i)

1)

(v

Power Plant Project (PPP)

The Refinery's power generation system is being upgraded to a more effident
technology., This will improve the reliability, sourcineg flexibility and cost
efficiency of the Refinery’s system to meet its growing steam and power
requirements. The power plant is being constructed within the Company's
Refinery compcund in Limay, Bataan. The project cost is estimated at
US5200 million, or about B10.0 billion over a period of three years (2012 to
2012) and of which B5.0 billion will be funded from the PPREF Proceeds.

As af July 31, 2011, the amount of PPREF proceeds set aside for PPP has already
been fully used wp.

Marketing Retall Expansian (MRE)

To protect its leadership in the domestic il industry, the Campany is continuing
its service staticn network expansion. Abaut B1.0 billion a vear is programmed
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 shomt-term credit lings available to the Company for its worsing
capital requirements, particularly for importation of crude oil supply and
petroleumn products, the Company is repaying certain short-term debts from the
PPREF Proceeds; earmarked for this purpose is £3.9 billion.

As of June 30, 2010, the amount of PPREF proceeds set aside for RSD has already
bEeen fully used up.

PPREF-Related Disbursements

These are actua. payments related to the listing and issuance of the Prefemed
Shares,



)

Summory of Expenses Incurred
Yaar Ended First Qarter Swcond Guartar
Docembsyr 37, 2010 211 R - .|
Poweor plant
prrojses PABSEZETRIRIT. P oaldide d00.00 FIH03,982047.0% F IBLHA/ 8008 P 4,939 739 575 57
Marketing retail
expansian 1,000,000, 00, 00 - . . 1, W, 000, (00, 0




