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Revised Disclosure Rules.
Very truly yours,

MELCO CROWN (PHILIPPINES)
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION
(formerly Manchester International Holdings Unlimited Corporation)

NOTICE OF THE ANNUAL STOCKHOLDERS’ MEETING

TO: ALL STOCKHOLDERS

Notice is hereby given that MELCO CROWN (PHILIPPINES) RESORTS CORPORATION {formerly
Manchester International Holdings Unlimited Corporation) (the “Corporation”) will hold its Annual
Stockholders’ Meeting on 21 June 2013 at 3:00 pm at New World Makati Hotel, Esperanza Street
corner Makati Avenue, Ayala Center, Makati City, Metro Manila, at which meeting the following matters
shall be taken up:

10.
1.
12.

13.

Call to Order;
Certification of Existence of Quorum;

Approval of the Minutes of the Last Stockholders' Meetings held on 15 June
2012 and 19 February 2013;

Report of the Chairman;

Approval of the Report of the Chairman and the Audited Financial
Statements;

Election of the members of the Board of Directors:
Appointment of External Auditor;

Approval of the Amendments of the Articles of Incorporation and By-laws of the
Corporation;

Approval for the grant of security and collateral on_terms as may be required by MCE
(Philippines) Investments Limited (the "Arranger") and/or any of its affiliates as lender
(the “Lender”) to secure an intercompany loan being arranged by the Arranger to the
Corporation's indirect subsidiary, MCE Leisure (Philippines) Corporation (“MCE
Leisure"), to finance the payment of agreed costs and expenses incurred by it in
connection with the development, construction, installation, commissioning, fit-out, pre-
opening and opening of its integrated hotel, gaming, retail and entertainment resort
project, including the grant of a guarantee and a pledge or mortgage or other security
over shares held by the Corporation in MCE (Holdings) Philippines Corporation, and
approval of the obligation of the Corporation to purchase up to 151,000,000 shares of
the Corporation owned by the Lender and/or any of its affiliates as a condition to the
grant of such intercompany loan;

Approval of Amendment of Share Incentive Plan;
Ratification of Actions Taken by the Board of Directors and Officers;
Other Matters; and

Adjournment.

The record date for the determination of stockholders entitied to notice of, and to vote at, the said
meeting is fixed at the close of business hours on 8 May 2013.




All stockholders who will not attend the meeting in person, may prepare date and sign a proxy, and
submit the same to the Office of the Corporate Secretary at the 21% Floor, Philamlife Tower, 8767
Paseo de Roxas, Makati City not later than 14 June 2013. The proxies submitted shall be validated on
the same day at the office of the Corporate Secretary.

Makati City, Philippines, 21 May 2013.




SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS
INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION COPE
1. Check the appropriate box:
[ ]Preliminary Information Statement
[ ¥ ] Definitive Information Statement

2. Name of Registrant as specified inits charter MELCO CROWN (PHILIPPINES)
RESORTS CORPORATION (formerly

Manchester Infernational Holdings
Unlimited Corporation)

3. METRO MANILA, PHILIPPINES

Province, country or other jurisdiction of incorporation or organization
4, SEC ldentification Number 58648
5, BIR Tax Identification Code 000-410-840-000
6. 10™ Floor, Liberty Center, 104 H.V. de la Costa St.,

Salcedo Village, Makati City

Address of principal office Postal Code
7. Registrant's telephone number, including area code cfo (02) 555-9555
8. Date, time and place of the meeting of security holders

Date: 21 June 2013

Time: 3:00 p.m.

Place: New World Makati Hotel
Esperanza Street corner Makati Avenue
Ayala Center, Makati City, Metro Manila

9. Approximate date on which the Information Statement is first to be sent or given to security
holders; 30 May 2013

10. Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the
RSA (information on number of shares and amount of debt is applicable only to corporate
registrants):

Title of Each Ciass Number of Shares of
Common Stock Outstanding
Outstanding or Amount of Treasury Shares Common Stock
Debt Outstanding
Common 4,390,278,700 NIL 4,390,278,700
Total 4,390,278,700 NIL 4,390,278,700



12.

Are any or all of registrant's securities listed in a Stock Exchange?

Yes v No

If yes, disclose the name of such Stock Exchange and the class of securities listed therein:
Philippine Stock Exchange Common Shares

MCP MANAGEMENT IS NOT SOLICITING PROXIES FOR
THIS STOCKHOLDERS’ MEETING.
PLEASE DO NOT SEND MCP MANAGEMENT YOUR PROXY.




PART 1.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

ltem 1. Date, time and place of meeting of security holders,

The Annual Stockholders’ Meeting of Melco Crown (Philippines) Resorts Corporation (formerly
Manchester International Holdings Unlimited Corporation) (the “Corporation” or the “Company”) will be
held on 21 June 2013 at 3:00 p.m. at the New World Makati Hotel, Esperanza Street corner Makati
Avenue, Ayala Center, Makati City, Metro Manila.

THE CORPORATION HAS SET 30 MAY 2013 AS THE APPROXIMATE DATE ON WHICH THE
INFORMATION STATEMENT [S FIRST TO BE SENT OR GIVEN TO SECURITY HOLDERS.

ltem 2. Dissenters’ Right of Appraisal

Shareholders of the Company shall have appraisal right, or the right to dissent and demand payment
of the fair value of their shares in the manner provided for under Section 82 of the Corporation Code of
the Philippines, under any of the following circumstances:

* In case of any amendment to the Articles of Incorporation, which has the effect of changing or
restricting the rights of shareholders or any class of shares, or the authorizing preferences in
any respect superior to those of outstanding shares of any class, or of extending or shortening
the term of the Company's corporate existence;

e In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all of the Company's assets as provided under the Corporation Code; and

* In case of merger or consolidation of the Company with another corporation.

The appraisal right may be exercised by any stockholder who shall have voted against the proposed
corporate action, by making a written demand on the corporation within thirty (30) days after the date
on which the vote was taken for payment of the fair value of his shares: Provided, that failure to make
the demand within such period shall be deemed a waiver of the appraisal right. If the proposed
corporate action is implemented or affected, the Company shall pay to such stockholder, upon
surrender of the certificate or certificates of stock representing his shares, the fair value thereof as of
the day prior to the date on which the vote was taken, excluding any appreciation or depreciation in
anticipation of such corporate action.

If within a period of sixty (60) days from the date the corporate action was approved by the
stockholders, the withdrawing stockholder and the Company cannot agree on the fair value of the
shares, it shall be determined and appraised by three (3) disinterested persons, one of whom shall be
named by the stockholder, another by the Company, and the third by the two (2) thus chosen. The
findings of the majority of the appraisers shall be final, and their award shall be paid by the Company
within thirty (30} days after such award is made. Provided, that no payment shall be made to any
dissenting stockholder unless the Company has unrestricted retained earnings in its books to cover
such payment; and provided, further, that upon payment by the Company of the agreed or awarded
price, the stockholder shall forthwith transfer his shares to the Company.

There are no corporate actions or matters to be taken up at the Annual Stockholders' Meeting that
may give rise to the exercise by the stockholders of the right of appraisal.



Item 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon
No current director or officer of the Corporation or nominee for election as directors of the Corporation

or any associate thereof, has any substantial interest, direct or indirect, by security holdings or
otherwise, in any matter to be acted upon other than election to office.

B. CONTROL AND COMPENSATION INFORMATION

The Company has a total of 4,390,278,700 common shares outstanding as of April 30, 2013 held by a
total of 433 stockholders.

ltem 4. Voting Securities and Principal Holders Thereof

(a) Pursuant to the Resolution of the Board of Directors at a special meeting held on 23 April
2013, all stockholders at the close of business hours on 8 May 2013 shall be entitled to notice
and to vote at the Annual Stockholders' Meeting scheduled on 21 June 2013. The
stockholders will vote on matters scheduled to be taken up at the Annual Stockholders’
Meeting with each share being entitled to cast one (1) vote.

{b) For the election of directors, stockholders entitled to vote may vote such number of shares for
as many persons as there are directors to be elected, or may cumulate said shares and give
one candidate as many votes as the number of directors to be elected multiplied by the
number of their shares shall equal or may distribute them on the same principle among as
many candidates as they shall see fit.

{b) Pursuant to Article V Section 7 of the Corporation’s By-Laws, a stockholder may vote in
person or by proxy.

Security Ownership of Certain Record and Beneficial Owners and Management
a. Security Ownership of Certain Record and Beneficial Owners of more than 5%

As of April 30, 2013, the Corporation knows of no one who beneficially owns in excess of
5% of the Company's common stock except as set forth below:

TITLE NAME AND RELATIONSHIP  CITIZENSHIP NO. OF % TOTAL
ADDRESS OF TO ISSUER SHARES OUTSTANDING
RECCRD/ HELD SHARES
BENEFICIAL
OWNER

Common MCE Stockholder Filipino 173,836,868 3.96%
- {Pnhilippines)
Investments
No.2
Corporation

Common MCE Stockholder BVI 2,894,007,7222 65.92%
(Philippines)
Investments
Limited

! Including 400 common shares held by nominees.
2 Including 2,600 common shares held by nominees. Furthermore, this already reflects the number of
shares owned by MCE (Philippines) investments Limited as a result of the Piacing and Subscription
Transaction.
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b. Security Ownership of Management

The following is a summary of the aggregate shareholdings in the Corporation of the
Corporation’s directors and executive officers of the Company as of April 30, 2013;

A. Directors
Ameount and Nature of
Title Record/Beneficial Percent to Total
Common Name of Director Citizenship Ownership® Outstanding
Shares
Directors
Common Clarence Chung Yuk Man Chinese 100 NIL
Common | Jose F. Buenaventura Filipino 28,125 NIL
Common Frances T. Yuyucheng Filipino 25 NIL
Common Rena Rico-Pamfilo Fifipino 25 NIL
Common | Yvette P. Chua Filipino 25 NIL
Common | Anna Cristina Collantes-Garcia Filipino 25 NIL
Common William Todd Nisbet American 100 NIL
Common James Andrew Charles Australian 100 NIL
MacKenzie
Common Alec Yiu Wa Tsui British 100 NIL
B. Executive Officers
Amount and Nature of
Title Record/Beneficial Percent to Total
Common Name of Executive Officer Citizenship Ownership* Outstanding
Shares

Executive Officers
Common Clarence Chung Yuk Man Chinese 100 NIL
Common Frances T. Yuyucheng Filipino 25 NIL

- Gecoffrey Stuart Davis American - -

- Kevin 8im Malaysian - -

C. Voting Trust Holders of 5% or More

There are no voting trusts or similar arrangement covering the shares of stocks of the Corporation.

D. Changes in Control

% (1) Clarence Chung Yuk Man, William Todd Nisbet, James Andrew Charles MacKenzie and Alec Yiu
Wa Tsui hold the shares in trust and for the benefit of MCE Investments. On the other hand (2)
Frances T. Yuyucheng, Rena Rico-Pamfilo, Yvette P. Chua and Anna Cristina Collantes-Garcia hold
the shares in trust and for the benefit of MCE Investments No. 2. (3) Jose F. Buenaventura is the
direct and beneficial owner of the shares held by him.
4 Clarence Chung Yuk Man holds the shares in trust and for the benefit of MCE Investments, while
Frances T. Yuyucheng holds the shares in trust and for the benefit of MCE Investments No. 2.
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Prior to December 18, 2012, the Corporation was a majority-owned subsidiary of Interpharma Holdings
& Management Corporation and Pharma Industries Holdings Limited. On December 19, 2012, MCE
(Philippines) Investments No. 2 Corporation ("MCE Investments No. 2") and MCE (Philippines)
Investments Limited ("MCE Investments”) acquired 255,270,156 Class A shares and 128,211,204
Class B shares in the Company respectively, constituting 83.06% of the outstanding capital stock of
the Company through a cross sale transaction in the PSE.

On April 29, 2013, the Company and MCE Investments completed a Placing and Subscription
Transaction, under which MCE [nvestments offered and sold in a private placement to various
institutional investors of 981,183,700 shares of stock in the Company at Php 14.00 per share (the
“Offer”). In connection with the Offer, MCE Investments granted an over-allotment option of up to
117,075,000 shares fo a stabilizing agent. MCE Investments then used the proceeds of the placing
transaction to subscribe to an equivalent number of shares in MCP at the subscription price of Php
14.00 per share. Following the series of fransactions, the aggregate equity interest of MCE
Investments and MCE Investment No. 2 in MCP amount to 69.88%, subject to changes due to the
over-allotment option.

ltem 5. Directors and Executive Officers

The following are the information on the business experience of the members of the Board of
Directors and the Executive Officers of the Corporation for the last five (5) years.

The members of the Board of Directors and executive officers of the Corporation as of April 30, 2013

are:
Term of
Officeasa Period Served
Name and Director/  As A Director/ Directorship Held in Other
Position Age Citizenship Officer’® Officer Philippine Companies

Clarence Chung Chinese 1 year Since MCE Holdings (Philippines)

Yuk Man 50 December 19,  Corporation; MCE Holdings No. 2

President / 2012 {Philippines) Corporation; MCE

Chairman of the Leisure (Philippines) Corporation;

Board MCE (Philippines) Investments No.
2 Corporation

Jose F. 78 Filipino 1 year Since February 2B3C Foundation, Inc., Anric

Buenaventura 20, 2013 Holdings, Inc., Cebu Pacific Air,

Director Consolidated Coconut Corporation,
Country Club Development
Corporation, GROW, Inc., GROW
Holdings, inc., La Concha Land
Investments Corporation, Milano &
Co., Inc,, Peter Paul Philippine
Corporation, Philippine First
Insurance Co., Inc., Philam Plans,
Inc., The Country Club, Inc., The
Fashion Place, nc., Total
Consolidated Asset Management,
Inc.

Frances T. 45 Filipino 1 year Since February MCE Holdings (Philippines)

Yuyucheng 20, 2013 Corporation; MCE Holdings No. 2

Direcior / {Philippines} Corporation; MCE

Corporate Leisure (Philippines) Corporation;

Secretary / MCE (Philippines} Investments No.

Corporate 2 Corporation

Information Officer

Rena Rico-Pamfilo 37 Filipino 1 year Since February MCE Holdings (Philippines)

Director 20, 2013 Corporation; MCE Holdings No. 2

{Philippines) Corporation; MCE

¥ Director/Officer is currently serving the unexpired term until the next Annual Shareholders' Mesting to
be held on June 21, 2013.
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Anna Cristina 36 Filipino 1 year Since March None

Collantes-Garcia 01, 2013

Director

Yvette P. Chua 32 Filipino 1 year Since February None

Director/Alternate T 20,2013

Corporate

Information Officer

William Todd 45 American 1 year Since MCE Holdings (Philippines)

Nisbet December 19,  Corporation; MCE Holdings No. 2

Director 2012 (Philippines) Corporation; MCE
Leisure (Philippines) Corporation;
MCE (Philippines) Investments No.
2 Corporation

James Andrew 59 Australian 1 year Since None

Charles December 19,

MacKenzie 2012

Director

AlecYiuWaTsui 63 British 1 year Since None

Director December 19,

2012

Kevin Sim 50 Malaysian 1 year Since April 29,  None

Chief Operating 2013

Officer

Geoffrey Stuart American 1 year Since None

Davis 44 December 19,

Treasurer 2012

Maria Tara A, Filipino 1 year Since March MCE Holdings (Philippines)

Mercado 27 01, 2013 Corporation; MCE Holdings No. 2

Assistant (Philippines) Corporation; MCE

Corpcerate Leisure {Philippines) Corporation;

Secretary/Alternat MCE (Philippines) Investments No.

Leisure (Philippines)} Corporation;
MCE (Philippines) Investments No.
2 Corporation

e Corporate 2 Corporation

Information Officer
The following are the members of the committees of the Board of Directors:

Nominating Committee
Alec Yiu Wa Tsui (Chairman)
Clarence Chung Yuk Man
Willlam Todd Nisbet
James Andrew Charles MacKenzie

Audit Committee
James Andrew Charles MacKenzie (Chairman)
Clarence Chung Yuk Man
William Todd Nisbet

Compensation Commitiee
Alec Yiu Wa Tsui (Chairman)
Clarence Chung Yuk Man
William Todd Nisbet

Below are summaries of the business experience and credentials of the Directors and the Company's
key executive officers:

Clarence Chung Yuk Man - President / Chairman of the Board / Director
Mr. Chung was appointed as Chairman and President of the Company on December 19, 2012. Mr.

Chung was appointed as Director of Melco Crown Entertainment in November 2006 and has been an
10



Executive Director of Melco International since May 2008. Mr. Chung has also served as the Chairman
and Chief Executive Officer of Entertainment Gaming Asia Inc., a NASDAQ listed company, since
October 2008. Mr. Chung has more than 20 years of experience in the finance industry in various
capacities as a chief financial officer, a private equity fund manager and a merger and acquisition
specialist. Mr. Chung holds a master degree in business administration from the Kellogg School of
Management at Northwestern University and The Hong Kong University of Science and Technology;
and a bacheior degree in business administration from the Chinese University of Hong Kong. He is
also a member of the Hong Kong Institute of Certified Public Accountants and the Institute of
Chartered Accountants in England and Wales.

Jose F, Buenaventura — Direclor

Mr. Buenaventura joined Romulo Mabanta Buenaventura Sayoc & de los Angeles in 1976 and is
currently a senior pariner. He graduated from the Ateneo de Manila with a degree in Bachelor of Laws
and was admitted to the Philippine Bar in 1959. He sits in the boards of various companies, including
Cebu Pacific Air, Consolidated Coconut Corporation, Philippine First Insurance Co., Inc., Philam
Plans, Inc. and Country Club Development Corporation. He is the President of Consolidated Coconut
Corporation.

Frances Marie T. Yuyucheng — Director / Corporate Secretary / Corporate Information Officer

Ms. Yuyucheng joined Romulo Mabanta Buenaventura Sayoc & de los Angeles in 1996 and is a
currently a partner. She graduated from the Ateneo de Manila University School of Law with a degree
in Juris Doctor and was admitted to the Philippine Bar in 1995. She acts as the corporate secretary of
various companies.

Rena M. Rico-Pamfilo — Director

Ms. Rico-Pamfilo joined Romulo Mabanta Buenaventura Sayoc & de los Angeies in 2007 and is a
senior associate. She graduated from the Ateneo de Manila University School of Law with a degree in
Juris Doctor in 2000 and was admitted to the Philippine Bar in 2001. She is also qualified to practice
law in the State of New York, U.S.

Anna Cristina Collantes-Garcia — Direcfor

Ms. Collantes-Garcia joined Romulo Mabanta Buenaventura Sayoc & de los Angeles in 2008 and is
currently a senior associate. She graduated from the Ateneo de Manila University School of Law with
a degree in Juris Doctor in 2002 and was admitted to the Philippine Bar in 2003, and the New York
State Bar in 2009.

Yvette P. Chua — Direcfor / Alternate Corporate Information Officer

Ms. Chua joined Romuio Mabanta Buenaventura Saycc & de los Angeles in 2009 and is an associate.
She graduated from the University of the Philippines with a degree in Bachelor of Laws in 2005 and
was admitted to the Philippine Bar in 2006.

William Todd Nisbet — Direcfor

Mr. Nisbet, who was appointed as a director of the Company on December 18, 2012, joined the Crown
Limited team in October 2007. In his role as Executive Vice President -- Strategy & Development, Mr.
Nisbet is responsible for all project development and construction operations of Crown Limited. Mr.
Nisbet is also a Director of Melco Crown Entertainment and Studio City International Holdings Limited.
From August 2000 through to July 2007, Mr. Nisbet held the position of Executive Vice President —
Project Director for Wynn Design and Development, a development subsidiary of Wynn Resorts
Limited. Prior to joining Wynn, Mr. Nisbet was the Vice President of Operations for Marnell Corrao
Associates. During his 14 years at Marnell Corrao (1986 to 2000), Mr. Nisbet was responsible for
managing various aspects of the construction of Las Vegas properties. Mr. Nisbet holds a bachelor of
science degree in Finance from the University of Nevada, Las Vegas.

James Andrew Charles MacKenzie — Director
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Mr. MacKenzie was appeinted as an independent non-executive director of the Company on
December 19, 2012, and as an independent non-executive director of Melco Crown Entertainment on
April 24, 2008. Mr. MacKenzie has also served as chairman of Mirvac Group since 2005. Mr.
MacKenzie was appointed as a director of Yancoal Australia Limited on June 26, 2012 and serves as
the co-vice chairman. He has been a non-executive director of Pacific Brands Ltd since 2008. A
chartered accountant by profession since 1977, Mr. MacKenzie was, prior to 2005, a partner in both
the Melbourne and Hong Kong offices of an international accounting firm now part of Deloitte. He
obtained a bachelor of business (accounting and quantitative methods) degree from the Swinburne
University of Technology in 1974.

Alec Yiu Wa Tsui — Directfor

Mr. Tsui was appointed as an independent non-executive director of the Company on December 19,
2012, and as an independent non-executive director of Melco Crown Entertainment on December 18,
2006. Mr. Tsui has extensive experience in finance and administration, corporate and strategic
planning, information technology and human resources management, having served at various
international companies. Mr. Tsui graduated from the University of Tennessee with a bachelor's
degree in industrial engineering in 1975 and a master of engineering degree in 1976. He completed a
program for senior managers in government at the John F. Kennedy School of Government at Harvard
University in 1993.

Kevin Sim — Chief Operating Officer

Mr. Sim joined the Company on April 29, 2013, following his departure from Genting Malaysia Berhad
where he served as the Executive Vice President for Genting Highlands Resort, in charge of all
aspects of operations including the casino, hotels and varicus other operating divisions. Pricr to this
role, he was Senior Vice President of Casine Operations, Vice President of Slots, and Vice President
of Finance. Prior to working at Genting Malaysia Berhad, Mr. Sim was the Vice President of Finance
for Naga Resorts, a casino operator in Cambodia. Mr. Sim is a qualified Chartered Accountant and a
Member of the Institute of Chartered Accounts in England and Wales (ICAEW). He graduated from
the University of London with BSc(Hons) Mathematics and began his career as an auditor with various
Chartered Accountant firms in England and later with Coopers & Lybrand in Malaysia.

Geoffrey Stuart Davis — Treasurer

Mr. Davis, who was appointed as Treasurer of the Company on December 18, 2012, is Chief Financial
Officer of Melco Crown Entertainment and was appointed to this role in April 2011. Prior to that, he
served as Melco Crown Entertainment's Deputy Chief Financial Officer from August 2010 to March
2011 and Senior Vice President, Corporate Finance from 2007, when he joined the company. Prior to
joining Melco Crown Entertainment, Mr. Davis was a research analyst for Citigroup investment
Research, where he covered the U.S. gaming industry from 2001 to 2007. From 1996 to 2000, he was
the Vice President of Corporate Communications for Park Place Entertainment, the largest gaming
company in the worid at the time. Mr. Davis has been a CFA charter holder since 2000 and obtained a
bachelor of arts from Brown University in 1991.

Maria Tara A. Mercado — Assisfant Corporate Secretary/Alternate Corporate Information Officer
Ms. Mercado joined Romulo Mabanta Buenaventura Sayoc & de los Angeles in 2010 and is an

associate. She graduated from the Ateneo de Manila University School of Law with a Juris Doctor in
2010 and was admitted to the Philippine Bar in 2011,

Significant Employees

There is no person who is not an Executive Officer who the Company expects to make a significant
contribution to the business.

Family Relationship
There are no family relationships up to the fourth civil degree, either by consanguinity or affinity, among

directors, executive officers or persons nominated or chosen by the registrant to become directors or
executive officers.
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involvement of Directors and Officers in Certain Legal Proceedings

During the past five (5) years and until March 31, 2013, the members of the Board of Directors and the

executive officers:

a) have not filed any bankruptcy petitions or have not had bankruptcy petitions filed against
them,

b)  have not been convicted by final judgment or have any pending criminal cases;

c) have not been subject to any order, judgment or decree, or any court of competent
jurisdiction (in a civil action), not subsequently reversed or vacated limiting its involvement in
any type of business, securities, commodities or banking activities; and

d}  have not been found by a domestic or foreign court of competent jurisdiction (in a civil

action), the Securities and Exchange Commission or comparable foreign body, or a
domestic or foreign exchange or electronic marketplace or self-regulatory organization, to
have violated a securities or commodities law.

Disagreement with a Director

No director has resigned or declined to stand for re-election to the board of directors since the date of
the last annual meeting of security holders because of disagreement/s with the registrant on any
matter relating to the registrant's operations, policies or practices, and no director has furnished the
registrant a letter describing such disagreement,

Nominating Committee

The Board shall constitute a Nominating Committee, which shall have at least two (2)
Independent Directors. Action of the Nominating Committee shall be approved by a majority of
the members thereof.

The Nominating Committee shall have the authority to promulgate and issue the guidelines for
the conduct of the nominations.

Nominees to the Board of Directors (including the independent directors) shall be submitted to
the Nominating Committee for consideration by the latter prior to the annual meeting of the
stockholders or a special meeting called for the purpose of electing the Company Directors.
The Nominating Committee shall review the qualifications of the nominees for directors and
prepares a final list of candidates.

After such nomination process, the Nominating Committee shall prepare a Final List of
Candidates containing ali information about all nominees for directors, which list shall be made
available to the Securities and Exchange Commission and to all stockholders through the
Information or Proxy Statement. The name of the person or group of persons who submitted a
particular nominee’s name shall be identified in such report including any relationship with the
notninee,

The nominees for election as independent directors of the Board of Directors for 2013-2014 are as

follows:
Nominees for Independent Directors | Person Recommending Nomination | Relationship of A & B
(A) (B)
James Andrew Charles MacKenzie Clarence Chung Yuk Man None
Alec Yiu Wa Tsui Clarence Chung Yuk Man None

Information on the nominees are stated on page 10 of this Information Statement.

The Corporation has not received any written from any director of any intention to oppose any action to
be taken up at the meeting.

Directors and Executive Officers

The following have been nominated as Members of Board of Directors for the ensuing year:

Name Age Citizenship
Clarence Chung Yuk Man 50 Chinese
Jose F. Buenaventura 78 Filipino
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Frances T. Yuyucheng

Rena Rico-Pamfilo

Anna Cristina Collantes-Garcia
Yvette P. Chua

William Todd Nisbet

James Andrew Charles MacKenzig*

Alec Yiu Wa Tsui*
* As Independent Director

Certain Relationships and Related Party Transactions

Parties are considered to be related if one party has the ability to control, directly or indirectly, the other
party or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant

influence.

45 Filipino

37 Filipino
36 Filipino
32 Filipino
45 American
59 Australian
63 British

Significant transactions with related parties for the years ended December 31, 2012, 2011 and 2010

include the following:

Amount of

Category December trgnsactions Olg:;:::;ng Terms Conditions
31, during the year
Affiliates
Zuellig Pharma Corporation*
(1} Tolling and other 2012 -0 - 30days; non-  Unsecured, no
fees income 2011 12,774,168 34,064 interest bearing impairment
2010 37,456,281 15,435,157
{2} Rent expense 2012 28,378,924 - Within first 5 days Unsecured, no
2011 30,270,852 . of the month, non-  impairment
2010 29,608,574 ] interest bearing
Bridgebury Realty Corporation*
(1) Sale of vehicle 2012 - - 30 days; non- Unsecured,
2011 - 1,432,200 interest bearing  fully provided
2010 - 1,432,200 with allowance
Acette Insurance
(1) Insurance expense 2012 - - 30days; non-  Unsecured, no
2011 6,603,868 . interest bearing impairment
2010 6,604,744 -
Gel Pacific, Inc.*
(1) Tolling and other 2012 3,345,600 - 30days;non-  Unsecured, no
fees income 2011 1,315,646 361,990 interest bearing impairment
2010 2,896,101 428,720
{2) Rent income 2012 4,403,720 - 30days; non-  Unsecured, no
2011 4,542 165 956,210 interest bearing impairment
2010 3,561,320 502,920

* Under the then common ulfimate stockholders as of December 18, 2012.
** Under the then common ultimate stockholders until November 30, 2011.

ltem 6. Compensation of Directors and Executive Officers

Information as to the aggregate compensation consisting of salaries, bonuses and other annual
compensation paid or accrued during the last two fiscal years to the Company's President & General
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Manager and other four most highly compensated executive officers and other officers and directors

(as a group unnamed) are as follows:

NAME & PRINCIPAL POSITION

YEAR

SALARIES

BONUS

TOTAL

Mr. F. R. Billano
President and General Manager

Mr. Joseph G. Soliman
Vice-President for Operations

Ms. Ruth F Tan
Corporate Human Resources Manager

Ms. C. T. Francisco
Chief Financial Officer

Ms. H. F. Tanwangco
Quality Assurance Manager

v et St Syt St St St P T N

2012 {Actual)

35,486,820

11,730,209

47,217,029

Mr. F. R. Billano
President and General Manager

Ms. Ruth F. Tan
Corporate Human Resources Manager

Ms. H. F. Tanwangco
Quality Assurance Manager

Ms. C. T. Francisco
Chief Financial Officer

Mr. Joseph G. Soliman
Vice President for Operations

2011(Actual)

31,156,710

11,787,988

42,044,698

As a result of the acquisition by MCE (Philippines} Investments Limited and MCE (Philippines)
Investments No. 2 Corporation an aggregate of 93.06% of the issued share capital of the Company on
December 19, 2013, and considering that the Company is in an early stage of development and has
not yet commenced full recruitment efforts, the Company cannot accurately estimate the aggregate
remuneration to be paid to its senior executives as a group for the ensuing fiscal year. However, the
Company expects to offer competitive compensation packages fo its senior executives, on par with
other gaming resorts in the Philippines.

There have not been and currently are no standard arrangements pursuant io which Directors are
compensated, directly or indirectly, for any services provided as a Director.,

There is no compensatory plan or arrangement with respect to any of the Company's executive
officers that will result from the resignation, retirement or termination of such executive officer or from
a change of control in the Company.

Employment Contracts and Termination of Employment and Change-in-Control Arrangements

None.

Warrants and Options Qutstanding

The Company has no outstanding stock warrants or stock options.

ltem 7. Independent Public Accountants

1. External Audit Fees and Services
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For the years ended December 31, 2012 and 2011, the fees for audit work performed by Sycip
Gorres Velayo & Co. ("SGV") for the parent company and its subsidiaries were as follows:

2012 2011
External audit fees and services B1,625,864 E800,000
Tax fees - -
Qut-of-pocket expenses 98,111 104,397

a}  External audit fees were paid for the professional services rendered for the audit of the
Company's annual financial statements.

b)  Tax fees were paid for professional services rendered for tax accounting, tax compliance
audit, and advice and planning.

c}  Out-of-pocket expenses were paid for incidental costs incurred in relation to the audit.

2. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

To the best of knowledge of the undersigned Corporate Secretary, there are no disagreements on
any matter of accounting principles or practices, financial statement disclosure or accounting
scope or procedure with the Company's external auditor.

ltem 8. Compensation Plans

On 19 February 2013, the shareholders of the Corporation in its Special Shareholders' Meeting
approved a Share incentive Plan (the "Plan”) for qualified employees, directors, officers and other
qualified persons covering up to 5% of the outstanding capital stock of the Corporation at an exercise
price and vesting periods o be determined by the Compensation Committee under the terms and
conditions of the Plan.

it is proposed that the Plan be amended in order to comply with the relevant rules of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“HKLR") since
Melco Crown Entertainment Limited, an affiliate of the Corporation, is listed on The Stock Exchange of
Hong Kong Limited. The amendments include, but not limited to, additional provisions for compliance
with HKLR requirements (i) when awards are granted to “connected persons” (as such term is defined
under HKLRY); and (i) on restriction on timing of grant of awards.

C. ISSUANCE AND EXCHANGE OF SECURITIES

Item 9. Authorization or Issuance of Securities Other than for Exchange
Not applicable.

Item 10. Medification or Exchange of Securities

Not applicable.

ltem 11. Financial and Other Information

The Audited Financial Statements of the Corporation for the period ended December 31, 2012 is
hereto attached.

Representatives of the Corporation’s external auditor, SGV, are expected to be present at the Annual
Meeting, and they will have the opportunity to make a statement if they desire to do so and are
expected to be available to respond to appropriate questions from the stockholders. The Corporation
has had no material disagreement with SGV on any matter of accounting principle or practices of
disclosure in the Corporation's financial statements.

Market Price of and Dividends on Issuer's Common Equity and Related Stockholder Matters

Market Information. The foilowing table indicates the high and low trading prices of the Corporation's
shares for the fiscal years 2011 and 2012, the first quarter of 2013. As of May 10, 2013, the
Corporation’s high price is Php13.52 and low price is Php13.00.
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HIGH LOwW HIGH LOowW
2013
First Quarter 18.00 12.00 N/A® N/AT
CLASS A CLASS B
HIGH LOW HIGH LOW
2012
First Quarter 217 1.95 2.05 2.05
Second Quarter 2.60 2,32 2.55 2.52
Third Quarter 2.52 2.52 2.56 2.56
Fourth Quarter 14.00 11.00 14.00 10.52
2011
First Quarter 1.25 1.25 1.26 1.26
Second Quarter 1.50 1.50 1.50 1.50
Third Quarter 1.32 1.32 1.33 1.33
Fourth Quarter 1.39 1.38 1.38 1.37

The majority of the Board of Directors, in their special meetings held on October 9, 2002, and March
19, 2003, voted for the approval of a Share Buyback Program of the Company covering up to One
Hundred Seventy Five Million (175,000,000) shares at market price.

Dividends Per Share. No cash dividend was declared for the years 2004-2012, A twelve centavos (R
0.12) per share cash dividend was declared by the Board of Directors in its Regular Meeting held on
May 23, 2001 in favor of the stockholders of record as of June 28, 2001 and was paid last July 12,
2001.

Sale of Unregistered Securities. The Company did not sell unregistered securities in the last three (3)
years.

Stockholders. The percentage ownership of shareholders of record of the total outstanding shares as
of April 30, 2013 was 9.88% Filipino and 90.12% Foreign. The Company has a total of 4,390,278,700
shares outstanding as of April 30, 2013 and has a total of 433 stockholders.

item 12. Mergers, Consoclidations, Acquisitions and Similar Matters

There is no stockholders’ action to be taken with regard to the following: (a) the merger or
consolidation of the Corporation into or with any other person or of any other person into or with the
Corporation; (b) the acquisition by the Corporation or any of its security hoiders of securities of another
person; {c) the acquisition by the Corporation of any other going business or of the assets thereof: (d)
the sale or other transfer of all or any substantial part of the assets of the Corporation; and (e) the
liquidation or dissolution of the Corporation.

ltem 13. Acquisition or Disposition of Property

On March 20, 2013, the Company acquired all of the equity interests of MCE Investments in MCE
Holdings (Philippines) Corporation (“MCE Holdings”), consisting of 147,894,500 issued and
outstanding common share with a par value of R1.00 per share. MCE Holdings owns 100% of MCE
Holdings No. 2 (Philippines) Corporation ("MCE Holdings No. 2"), which in turn, owns 100% of MCE
Leisure (Philippines) Corporation ("MCE Leisure”). As a result of this transaction, MCE Holdings
became a direct wholly owned subsidiary of the Company, and MCE Holdings No. 2 and MCE Leisure
became wholly owned indirect subsidiaries of the Company.

On April 8, 2013, the Company issued all of its treasury shares, representing 150,435,404 common
shares to third parties.

® As of March 5, 2013, the shares comprising the existing authorized capital stock of the Corporation,
which previously consisted of Class “A” shares and Class "B" shares, have been declassified to a
single class of common shares.
7 As of March 5, 2013, the shares comprising the existing authorized capital stock of the Corporation,
which previously consisted of Class “A" shares and Class “B” shares, have been declassified to a
single class of common shares.
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ltem 14. Restatement of Accounts

There is no action o be faken with respect to the restatement of any asset, capital, or surplus account
of the Corporation.

D. OTHER MATTERS

item 15. Action with Respect to Reports

The following are included in the Agenda for the June 21, 2013 Annual Stockholders’ Meeting for the
approval of the stockholders of the Corporation:

1. Approval of the Minutes of the Last Stockholders’ Meetings held on 15 June 2012 and
19 February 2013,

2. Approval of the Audited Financial Statements for the fiscal year ended December 31,
2013;

3. Election of the members of the Board of Directors;

4. Appointment of External Auditor;

5. Approval of the Amendmenis of the Articles of Incorporation and By-laws of the
Corporation;

6. Approval for the grant of security and collateral on_terms as may be required by MCE

{Philippines) Investments Limited (the "Arranger”) and/or any of its affiliates as lender
{the “Lender”) to secure an intercompany loan being arranged by the Arranger to the
Corporation's indirect subsidiary, MCE Leisure (Philippines) Corporation (“MCE
Leisure™), to finance the payment of agreed costs and expenses incurred by it in
connection with the development, construction, installation, commissioning, fit-out, pre-
opening and opening of its integrated hotel, gaming, retail and entertainment resort
project, including the grant of a guarantee and a pledge or mortgage or other security
over shares held by the Corporation in MCE (Holdings) Philippines Corporation, and
approval of the obligation of the Corporation to purchase up to 151,000,000 shares of
the Corporation owned by the Lender andfor any of its affiliates as a condition to the
grant of such intercompany loan;

7. Approval of Amended Share Incentive Plan;

8. Ratification of Acticns Taken by the Board of Directors and Officers; and

8 Other Matters.

Ratification of All Acts, Contracts, Investmenis and Resolutions of the Board of Directors and
Management since the last Stockholders’ Meeting

As a matter of corporate policy, Managements seeks the approval and ratification by the Stockholders
of all acts, contracts, investments and resolutions of the Board of Directors and Management since 19
February 2013, the date of the last stockholders’ meeting. These are reflected in the minutes of the
meetings of the Board of Directors, in the regular reports and disclosures to the Securities and
Exchange Commission and to the Philippine Stock Exchange, and in the 2012 Annual Report and
Report of the Chairman.

lem 16. Matters Not Required to be Submitted

Not applicable.
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ltem 17. Amendment of Charter, Bylaws or Other Documents

(@)

(b)

Amendment of the Articles of Incorporation of the Corporation as follows:

Proposed Amendment

Reason / General Effect

To amend the primary purpose to remove the
reference on the ownership of land without
limitation, and to include in the primary
purpose of the Corporation the giving of a
guarantee or providing a mortgage, pledge, or
other security over all or part of its assets or
financial support or accommodation fo secure
the whole or any part of the indebtedness and
obligations of any of its subsidiaries and/or
affiliates.

Pursuant to the 1987 Philippine Constitution,
the ownership of land is limited to Philippine
citizens and corporations, the capital stock of
which is 60% owned by Filipinos.

Furthermore, the Primary Purpose will be
amended to include the giving of a guarantee
for any of its subsidiaries and/or affiliates.

To change the place where the principal office
of the Corporation is located from 10" Floor,
Liberty Center, 104 H. V. dela Costa St,
Salcedo Village, Makati City to Aseana
Boulevard cor. Roxas Boulevard, Brgy.
Tambo, Paranaque City 1701.

Change the principal office of the Corporation
to the project site.

Amendment of the By-laws of the Corporation as follows:

Proposed Amendment

Reason / General Effect

To change the corporate name as reflected in
the Bylaws to "MELCO CROWN
{PHILIPPINES) RESORTS CORPORATION".

Update the By-laws to reflect the new
corporate name,

To change the place where the principal office
of the Corporation is located from 10" Floor,
Liberty Center, 104 H. V. dela Costa St,
Salcedo Village, Makati City to Aseana
Boulevard cor. Roxas Boulevard, Brgy.
Tambo, Paranagque City 1701.

Change the principal coffice of the Corporation
to the project site.

To include provisions regarding the
independent  directors, including  their
qualifications and disqualifications.

Provide for the qualifications and

disqualifications of independent directors.

To include a provision on the disqualification
of persons from nomination or election to the
Board of Directors if hefshe is engaged in a
competing business or interest.

Provide for the disqualification of persons
from nomination or election to the Board of
Directors if he/she is engaged in a competing
business or interest.

To include the requirement that at least one
(1) independent director must be present in
order to constitute a quorum.

Provide for the requirement that at least one
(1) independent director must be present in
order to constitute a quorum.

To include a provision allowing the directors
to attend Board of Directors’ meetings by
telephone or video conference.

Allow directors to attend Board meetings by
telephone or video conference.

To change the composition of the Executive
Committee, which will be composed of 4
directors, 2 of whom shall be independent
directors.

Amend the composition of the Executive
Committee (to be composed of 4 directors, 2
of whom shall be independent directors)

To state that the compensation of directors
shall not exceed 10% of the net income
before income tax of the corporation during
the preceding vear, in accordance with
Section 30 of the Corporation Code.

Provide that the compensation of directors
shall not exceed 10% of the net income
before Income tax of the corporation during
the preceding year, in accordance with
Section 30 of the Corporation Code.

To include a provision for the safekeeping of
a tape recorder or other means of recording
the meeting of the Board of Directors where
one or some of the directors attended by
telephone or video conference.

Include provision for the safekeeping of a
tape recorder or other means of recording
the meeting of the Board of Directors (where
one or some of the directors attended by
telelvideo conferencing).
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To change the deadline for submission of
nominees tc the Board of Directors from thirty
(30) business days to twenty five (25)
husiness days.

Change the deadline for submission of
nominees to the Board of Directors to
coincide with the filing of the Preliminary
Information Statement to the SEC.,

To remove the reference fo Vice-Presidents
in the enumeration of officers of the
Corporation.

Remove the reference to Vice-Presidents in
the By-laws.

To include language that the place of the
annual stockholders’ meeting be held in the
city or municipality where the principal office
is located, and at such time to be set by the
Board of Directors.

it is a legal requirement that the place of the
stockholders’ meeting be in the city or
municipality where the principal office is
located. Furthermore, the exact time of the
annual meeting will be removed to give the
Board flexibility to set the time of the
meeting.

To change the period to provide notice of
stockholders’ meetings from from twenty (20)
days to ten (10) business days.

Amendment of notice requirement from 20
days to 10 business days, in accordance with
SEC rules.

To include in the order of business such
matiers that are usually taken up during the
annual stockholders' meeting.

Amendment to include matters usually taken
up during the annual stockholders’ meeting.

To amend the section on voting during the
annual stockholders’ meeting to remove the
procedure regarding voting in stockhoiders’
meetings.

Remove the voting procedure from the By-
laws.

To state that the validation of proxies shall be
done at least five (5) days before the day of
the meeting by the Corporate Secretary, who
shall be empowered to pass on the validity of
the proxies.

Revise proxy provision to take into account
validation of proxies.

To change the record date for the
determination of stockholders of record from
not more than sixty (60} working days nor less
than thirty (30) workings days to not more that
sixty (60) days nor less than twenty (20) days
before the date of the meeting.

Amendment of the record date to the
minimum period required by SEC rules.

To change the corporate seal of the
Corporation to reflect the new corporate
name “MELCO CROWN (PHILIPPINES)
RESORTS CORPORATION".

Amendment to reflect the new corporate seal
of MCP.

To state that the Corporation will obtain the
necessary directors’ and officers’ liability
insurance.

Include a provision on the procurement of
directors’ and officers’ liability insurance.

To delegate to the Board of Directors the
authority to amend or repeal the By-laws or to
adopt new By-laws.

Allow the delegation of the authority to
amend or repeal the By-laws or to adopt new
By-laws to the Board of Directors.

ltem 18. Other Proposed Action

Approval of the Minutes of the Last Stockholders’ Meetings held on June 15, 2012 and February 19,

2013

The Minutes of the Annual Stockholders’ Meeting of the Corporation held on June 15, 2012 and the
Special Stockholders’ Meeting held on February 19, 2013 (the “Minutes”) will be presented for approval
of the Stockholders in the Annual Stockholders’ Meeting. Such action on the part of the Stockhoiders
will not constitute approval or disapproval of the matters referred to in said Minutes since Stockholder
approval and action on those items had already been obtained in that meeting.

The Minutes and related records are available for inspection by any Stockholder at any reasonable
hour during business days. In addition, copies of the Minutes shall be posted at the meeting site, and
will be available for review by the Stockholders present in the Annual Stockholders’ Meeting.

Approval of the 2012 Audited Financial Statements
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The audited financial statements of the Corporation as of and for the year ended December 31, 2012
and the accompanying notes to the audited financial statements prepared by the Company and audited
by SGV & Co., the independent auditors appointed by the stockholders in 2012, will be submitted for
approval of the stockholders at the Annual Stockholders’ Meeting.

Approval for the Grant of Security and Collateral to Secure an Intercompany Loan

It is proposed that the grant of security and collateral on_terms as may be required by MCE
Investments (the "Arranger") and/or any of its affiliates as lender (the "Lender”) fo secure an
intercompany loan being arranged by the Arranger fo the Corporation's indirect subsidiary, MCE
Leisure, to finance the payment of agreed costs and expenses incurred by it in connection with the
development, construction, installation, commissioning, fit-out, pre-opening and opening of its
integrated hotel, gaming, retail and entertainment resort project, including the grant of a guarantee and
a pledge or mortgage or other security over shares held by the Corporation in MCE Holdings, and
approval of the obligation of the Corporation to purchase up to 151,000,000 shares of the Corporation
owned by the Lender and/or any of its affiliates, the exercise of which shall be subject to the
requirements of applicable Philippine laws, as a condition to the grant of such intercompany loan be
approved.

Item 19. Voting Procedures

The Chairman will announce each proposal to the floor, which shall be voted upon separately. In the
absence of any objection from the floor, the Chairman shall instruct the Corporate Secretary to enter a
unanimous vote of approval. If there is an objection, the Chairman will call for a division of the house.
The votes of shareholders present in person or by Proxy shall be counted by hand, and the Chairman
will announce the result of the voting, unless voting by ballots is called for. If voting by ballots is
decided, ballots will be distributed to Stockhclders present in person or by Proxy in the meeting. The
ballots- will be filled up by stockholders, and submitted to the Corporate Secretary or his duly
authorized representatives. The valid ballots will be counted by the Corporate Secretary or a
committee that the Board may organize for the purpose for the votes of the Stockholders. The
Chairman will then announce the result after the counting.

At the Stockholders’ Meeting, every stockholder shall be entitled to vote for each share of stock which
has voting power upon the matter in question, registered in his name in the books of the Corporation.
The votes of the election of Directors, and upon demand by any stockholder, the votes upon any
question before the meeting, except procedural questions which shall be determined by the Chairman
of the Meeting, shall be by ballot and shall be conducted by two inspectors of election of judges,
designated by the Chairman of the Meeting, who shall first take and subscribe an oath or affirmation,
faithfully to execute the duties of inspector or judge -at such meeting with strict impartiality and
according to the best of their ability and who shall take charge of the polls and, after the balloting, shall
make a certificate of the vote taken. No director or candidate for the office of Director shall be
appointed as an inspector or an election of Directors.

A stockholder may vote such number of shares for as many persons as there are directors to be
elected or he may cumulate said share and give one candidate as many votes as the number of
directors to be elected multiplied by the number of his share shall equal, or he may distribute them on
the same principle ameong as many candidates as he shall see fit, provided, that the total number of
votes cast by him shall not exceed the number of shares owned by him as shown in the books of the
corporation muitiplied by the whele number of directors to be elected. Provided, however, that no
delinquent stock shall be voted.

Vote Requirement

The following matters require the following votes:

Subject Matter Votes Required

Appcintment of the Company's external auditor Majority of the votes cast

Ratification of all acts, contracts, investments and resolutions of the Board | Majority of the votes cast
of Directors and Management

Approval of the Minutes of the Annual Stockholders Meeting on 15 June | Majority of the votes cast
2012 and 19 February 2012
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Approval of the 2012 Financial Statements Majority of the voies cast

Election of Directors The top nine {9) nominees
with the most number of
votes cast are elected

Approval of the Amendment of the Articles of Incorporation Two-thirds (213) of
outstanding capital stock

Approval of the Amendment of By-laws Majority of the votes cast

Approval of the delegation of the power to amend the By-laws or adopt | Two-thirds (213) of

new By-laws of the Corporation outstanding capital stock

Approval of the grant of security and collateral on terms as may be | Majority of the votes cast
required by the Lender to secure an intercompany loan being arranged by
the Arranger to the Corporation's indirect subsidiary, MCE Leisure, to
finance the payment of agreed costs and expenses incurred by it in
connection with the development, construction, installation, commissioning,
fit-out, pre-opening and opening of its integrated hotel, gaming, retail and
entertainment resort project, including the grant of a guarantee and a
pledge or mortgage or other security over shares held by the Corporation
in MCE Holdings, and approval of the obligation of the Corporation to
purchase up to 151,000,000 shares of the Corporation owned by the
Lender and/or any of its affiliates, the exercise of which shall be subject to
the requirements of applicable Philippine laws, as a condition to the grant
of such intercompany loan be approved. )

Method by which Vote will be Counted

The election is executed through balloting. Votes shall be counted by Sycip, Gorres, Velayo & Co. and
the Corporate Secretary who shall serve as members of the Committee on Elections. Candidates
receiving the highest number of votes shall be declared elected.

Discussion on Compliance with Leading Practice on Corporate Governance

The Company has adopted a Manual of Corporate Governance (*Manual”) which was filed with and
duly approved by the Securities and Exchange Commission (SEC). In accordance with the provisions
of the Manual, the Company is required to assess compliance of its Board of Directors and
Management annually. [n addition, the Compliance Officer is required to preparé an annual
certification on the Company's compliance with the provisions of the Manual explaining reasons for
any deviation. There has been no material deviation from the Company's Manual.

The Company has participated in the recent Corporate Governance Survey pursuant fo SEC
Memorandum Circular No. 2 Series of 2007, having submitted to the Securities and Exchange
Commission copy of the Company's 2012 Corporate Governance Scorecard for Publicly-listed
Companies.

The Company encourages its directors and management to attend and participate in training
programs and seminars on good corperate governance.

MANAGEMENT REPORT
Management’s Discussion and Analysis or Plan of Operation

Management's Discussion and Analysis or Plan of Operation

The following discussion and analysis of the Company's consolidated financial conditions and results
of operations should be read in combination with the consolidated financial statements of the
Company as of December 31, 2012 and 2012, and for the years December 31, 2012, 2011 and 2010,
and accompanying schedules and disclosures present elsewhere in this report.

OVERVIEW

Melco Crown (Philippines) Resorts Corporation (the "Company” or "MCP"), through its subsidiaries, is

engaged in the development, and upon opening, the operation of an integrated hotel, gaming, retail

and entertainment complex within the Bagong Nayong Pilipino-Entertainment City Manila (the
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“Project”). The Company's subsidiaries, MCE Holdings (Philippines) Corporation ("MCE Holdings”),
MCE Holdings No. 2 (Philippines) Corporation (“MCE Holdings No. 2"), and MCE Leisure (Philippines)
Corporation ("MCE Leisure”), together with SM investments Corporation (*SMIC”), Belle Corporation
{"Belle™ and PremiumLeisure Amusement, Inc. ("PLAI") are the holders of a provisional license issued
by the Philippine Amusement and Gaming Corporation ("PAGCOR") for the development of the
Project. The Company, an affiliate of Melco Crown Entertainment (“MCE”), a leading developer of
integrated gaming resorts in Macau and other parts of Asia, and its subsidiary, MCE Leisure is
responsible for the furniture, fixtures and equipment (including gaming equipment), working capital
expenses, non-real property improvements and personal property (collectively, “FF&E"), as well as the
management and operation of the Project. Belle, one of the largest conglomerates in the Philippines
with interests in retail, real estate development and banking, among others, is responsible for
construction of the principal structures and fixtures of the Project.

The Project is located on an approximately 6.2-hectare site located in Entertainment City, which is
close to Metro Manila's international airport, central business districts and the Mall of Asia, one of the
world’s largest shopping malls. As of the date hereof construction on the main building of the Project is
substantially complete, while fit-out is ongoing. The Company believes that upon its expected
completion in mid-2014, the Project will comprise a luxury integrated fourism resort and gaming
complex, offering a premium gaming experience and differentiated and innovative non-gaming
facilities and entertainment experiences to its customers in a world-class facility.

HISTORY OF THE COMPANY

Change In Structure and Ownership of MCP

On December 7, 2012, MCE, through its wholly-owned indirect subsidiaries, MCE (Philippines)
Investments Limited ("MCE Investments”) and MCE (Philippines) Investments No.2 Corporation
("MCE Investments No.2"), entered into an acquisition agreement (the “Acquisition Agreement”) with
the then major shareholders of MCP, Interpharma Holdings and Management Corporation
("Interpharma”) and Pharma Industries Holdings Limited (collectively referred to as the “Selling
Shareholders”), subject to certain conditions precedent, to acquire from the Selling Shareholders an
aggregate of 93.06% of the issued share capital of MCP (the “Acquisition”).

Simultaneously with the execution of the Acquisition Agreement on December 7, 2012, MCP entered
into i) a deed of assignment with Interpharma in respect of the sale of its ownership interest in its then
wholly-owned subsidiary, Interphil Laboratories, Inc. and ii) a deed of assignment with Mercator
Holdings and Management Corporation, in respect of the sale of its ownership interest in its then
wholly-owned subsidiary, Lancashire Realty Holding Corporation.

The Acquisition was completed on December 19, 2012, MCE, through MCE Investments No.2 and
MCE Investments acquired 265,270,156 Class A shares (61.95%) and 128,211,204 Class B shares
(31.11%) in MCP, respectively, in aggregate representing 93.06% equity shares of MCP from the
Seliing Shareholders (the “Acquisition Transaction”).

On December 27, 2012, MCE Investments sold 20,191,100 Class B shares in MCP (4.9%) to a third
party.

On February 19, 2013, the stockholders of MCP approved the declassification of the existing B900
million authorized capital stock of MCP, consisting of 60% Class A shares and 40% Class B shares to
a single class of common stock and denial of pre-emptive rights and the increase in MCP's authorized
capital stock to R5.9 billion divided into 5.9 billon shares with par value of B1 per share from
authorized capital stock of F900 million divided into 900 million shares with par value of R1 per share.

On March 5, 2013, the Philippine Securities and Exchange Commission (“SEC") approved the
declassification of the capital stock of MCP to a single class of common stock and denial of pre-
emptive rights. On April 8, 2013, the SEC also approved the increase in authorized share capital stock
of MCP.
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On March 20, 2013, MCP entered into a subscription and share sale agreement (the “Subscription and
Share Sale Agreement”) with MCE I[nvestments, which required MCE Investments to issue a
subscription notice on the same date to MCP for subscription of 2,846,585,000 common shares of
MCP at par value of P1 per share at total consideration of B2,846,595,000 {the “Share Subscription
Transaction”). The total consideration of B2 846,695,000 was fully settled -by MCE Investments to
MCP in four installments on January 30, March 22, March 25 and March 26, 2013. The amount was
shown as Deposit for future stock subscriptions amount as of March 31, 2013. The Share Subscription
Transaction which was subject to the SEC’s approval for the increase in MCP's authorized capital
. stock as mentioned above, was completed en April 8, 2013,

As of March 31, 2013 and December 31, 2012, MCE through MCE Investments and MCE Investments
No.2, held an indirect ownership in MCP of 88.16%. Details of the acquisition by MCE Investments of
all of the shares in MCE Holdings is set out on Note 1 (b) of the Company's unaudited consolidated
financial statements as of March 31, 2013.

The Company and MCE Investments recently completed a Placing and Subscription Transaction,
under which MCE Investments offered and sold in a private placement to various institutional investors
of 981,183,700 shares of stock in the Company at B14.00 per share (the "Offer"). In connection with
the Offer, MCE Investments granted an over-allotment option of up to 117,075,000 shares of the
Company to a stabilizing agent. MCE Investments then used the proceeds of the placing transaction to
subscribe to an equivalent number of shares in MCP at the subscription price of R14.00 per share.
The Offer shares were crossed through the Philippine Stock Exchange on April 24, 2013 and
settlement for the Offer shares occurred on April 29, 2013.

Subsidiaries of MCP and Group Reorganization

Before the Asset Acquisifion Transaction as described below, MCE Investments holds 8,310,000
subscriber shares with par value of R1 per share of MCE Holdings at inception date. On February 18,
2013, the SEC approved the increase in authorized capital stock of MCE Holdings to B200,000,000
divided into 200,000,000 common shares with par value of 1 per share from authorized capital stock
of R33,240,000 divided into 33,240,000 common shares with par value of B1 per share. On February
19, 2013, MCE Investments subscribed additional 139,584,500 common shares of MCE Holdings with
par value of P1 per share at total consideration of R2,845,930,703 (the “Additional Subscription
Transaction”). Immediately after the Additional Subscription Transaction, MCE Investments holds
147,894,500 issued and outstanding common shares of MCE Holdings with par value of P1 per share.

On March 20, 2013, pursuant fo the terms of the Subscription and Share Sale Agreement, MCP
entered into a deed of assignment with MCE Investments, which MCP acquired all equity interests of
MCE Investments in MCE Holdings, consisting of 147,884,500 issued and outstanding cemmon
shares with a par value of B1 per share, at a consideration of F7,198,590,000 (the "Asset Acquisition
Transaction”). MCE Holdings holds 100% direct ownership interests in MCE Holdings No.2, which in
turn holds 100% direct ownership interests in MCE Leisure (collectively referred to the "MCE Holdings
Group”). As a result of the Asset Acquisiticn Transaction, MCE Holdings Group become wholly-owned
subsidiaries of MCP.

As of March 31, 2013, MCP's wholly-owned subsidiaries included MCE Holdings, MCE Holdings No.2
and MCE Leisure. MCE Holdings, MCE Holdings No.2 and MCE Leisure were all incorporated in the
Philippines and were registered with the SEC on August 13, 2012, August 22, 2012 and August 30,
2012, respectively. The primary purpose of MCE Holdings and MCE Holdings No.2 is investment
holding and the primary purpose of MCE Leisure is to develop and operate tourist facilities, including
hotel casinc entertainment complexes with hotel, retail and amusement areas and themed
development components.

Activities of MCE Holdings Group

On July 5, 2012, MCE, through its indirect subsidiary, MPEL Projects Limited, entered into a
memorandum of agreement {the "MOA") with SMIC, SM Land, Inc., SM Hotels and Conventions
Corporation (formerly SM Hotels Corporation), SM Commercial Properties, Inc. and SM Development
Corporation (collectively, the "SM Group™), Belle and PLA] (collectively, the "Philippine Parties"} for the
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development of an integrated resort project located within Entertainment City, Manila comprising a
casino, hotel, retail and entertainment complex. Further to the MOA, on October 25, 2012, MCE
Holdings Group i) together with certain of its affiliated companies entered into a closing arrangement
agreement (the "Closing Arrangement Agreement”); and ii) entered into a cooperation agreement (the
“Cooperation Agreement”) and other related arrangements with the Philippine Parties; and MCE
Leisure entered into a lease agreement (the “Lease Agreement”) with Belle, for the Project.

On March 13, 2013, the date on which the conditions to closing under the Closing Arrangement
Agreement were fulfilled, or waived, the Cooperation Agreement and the Lease Agreement became
effective, with minor changes to the original terms. In addition, MCE Holdings Group and the Philippine
Parties entered into an operating agreement (the “Operating Agreement’) on March 13, 2013,
pursuant to which MCE Leisure has been granted the exclusive right to manage, operate and control
the Project.

Provisional License

On December 12, 2008, PAGCOR issued a provisional license (the "Provisional License”) for the
development of the Philippines Project to the SM Group and PLAI. On November 23, 2011, PAGCOR
approved the inclusion of Belle as a licensee under the Provisional License. On October 25, 2012,
further to the Cooperation Agreement as mentioned above, PAGCOR acknowledged the inclusion of,
amongst others, MCE Leisure as a co-licensee, as well as the “special purpose entity”, to take effect

as of the effective date of the Cooperation Agreement, allowing MCE Leisure to be the operator to -

operate the casino business and as representative for itself and on behalf of the other co-licensees
under the Provisional License in their dealings with PAGCOR. The Cooperation Agreement became
effective on March 13, 2013, the date on which closing under the Closing Arrangement Agreement
dated October 25, 2012 occurred. As a result, MCE Holdings Group and the Philippine Parties
together became co-licensees (the “Licensees”) under the Provisional License granted by PAGCOR
for the establishment and operation of the Project. The Provisional License, as well as any regular
license to be issued to replace it upon satisfaction of certain conditions, is concurrent with section 13
of Presidential Decree No. 1869 (the “PAGCOR Charter”), will expire on July 11, 2033.

OPERATIONS IN 2012

As discussed, the Company sold all of its ownership interest in interphil and Lancashire on December
7, 2012 and as such, the Company’s main business of toll manufacturing of pharmaceutical products
and real estate business ceased on December 7, 2012. The results of operations for the period from
January 1, 2012 to December 6, 2012 were therefore classified as discontinued operations in the
consolidated statements of comprehensive income. Prior years presentations were also restated for
comparability purposes.

Consolidated comprehensive loss for the year ended December 31, 2012 was P33.3M from
consolidated comprehensive income of B89.6M for the year ended December 31, 2011 due to loss on
sale of subsidiaries, net of the capital gains tax.

Interphil Laboratories, Inc.

Comprehensive income decreased by 86% or B77.1M to F12.3M during the period from January 1,
2012 to December 6, 2012 from R89.4M during the year ended December 31, 2011 mainly due to
increase in cost of sales and services and operating expenses.

Lancashire Realty Holding Corp

Lancashire posted revenues of R5.7M during the period from January 1, 2012 to December 6, 2012
from rental of its land.

Plan of Operations in 2013

The Group is currently developing the Project, an integrated resort located within Entertainment City,
Manila, together with Belle Corporation of the SM Group, one of the leading developers of high-end
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residential and Ieisure properties in the Philippines which, when completed, is expected to be solely
operated and managed by MCE Leisure.

The Project is expected to open in mid-2014 and plants to have approximately 1,451 slot machines
and 242 gaming tables, six hotel towers with approximately 967 rooms in aggregate, including VIP and
five-star luxury rooms and high-end boutique hotel rooms, five specialty restaurants along with a
number of bars and a multi-level car park. The Project is also expecied to feature three separate
entertainment venues, including a Family Entertainment Center, a live performance central lounge
within the casino and a night club encapsulated within the Fortune Egg, an attractive domelike
structure, which will be accented with creative external lighting and is expected to become a
centerpiece attraction of the Project. Construction has commenced on the connecting structure,
including piling works, and it is expected that construction on the connecting structure will be
completed by mid-2014.

The Group’s net contribution towards the Project up to the time of opening is estimated to be
approximately US$620 million, consisting of funds primarily for capital expenditures, working capital for
initial opening and other pre-opening expenses. However, this estimate may be revised depending on
a range of variables, including the final design and development plans, funding costs, the availability of
financing on terms acceptable to us, and prevailing market conditions. We are considering different
alternatives to finance the Project, including but not fimited to debt and equity financing. On March 20,
2013, the board of directors of the Company approved a plan to raise additional capital of up to
US$400 million through an equity offering including an over-allotment option.

The Project is currently in an early phase of development and therefore for the period after the
completion of Acquisition Transaction to December 31, 2012 the Company had no revenue and
incurred only insignificant expenses from its intended operations.

Key Performance Indicators

The Company’s consolidated key performance indicators are shown below with their relevant results
for December 31, 2012 and December 31, 2011.

. %
INCREASE December 31, December 31,
{DECREASE) 2012 2011
{Audited*) (Audited®)
INTEREST INCOME (B000) 4.7% 1,279 1,222
(LOSS) INCOME BEFORE INCOME
TAX (RO00) {5,333.4%) (44,858) 857
(LOSS) INCOME FROM
CONTINUING OPERATIONS (R0O00) (5,333.4%) (44,858) 857
NET INCOME FROM
DISCONTINUED OPERATIONS,
AFTER TAX (P000) (87.0%) 11,547 88,694
NET (L.LOSS) INCCME (R000) (137.2%) {33,311) 88,551
BASIC/DILUTED NET {LOSS)
INCOME PER SHARE FOR
CONTINUING OPERATIONS (R) {5,333.4%) {0.109) 0.002
BASIC/DILUTED NET INCOME PER
SHARE FOR DISCONTINUED
OPERATIONS (B) {87.0%) 0.028 0.215
Interphil Laboratories, Inc
%
INCREASE December 6, December 31, 2011
{DECREASE) 2012 {Audited®)
{Audited*)**

VOLUME (‘000 SPUs) (2.7%) 56,784 58,355
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REVENUES (R000) (0.1%) 1,766,139 1,767,314
GROSS INCOME (RO0OD) (6.4%) 280,231 289,495
NET INCOME (RQQ0Q) (86.2%) 12,303 89,353
TOTAL ASSETS (R0O00) 9.4% 1,418,023 1,286,173
STOCKHCOLDERS' EQUITY(R0OCO) 1.3% 944,159 931,768
Lancashire Realty Holding Corporaticn
%
INCREASE December 6, December 31,
{DECREASE) 2012 2011
{Audited*)** (Audited*)
REVENUES (R000) {6.3%) 5,666 6,044
GROSS INCOME {R000) 0.1% 5,666 5,663
NET INCOME {R00Q0) (48.1%) 125 241
TOTAL ASSETS (R000) 0.1% 114,409 114,317
STOCKHOLDERS' EQUITY (R0O00) 0.1% 114,277 114,152

* except for information on volume,
** representing results of operations of Interphil and Lancashire for the period from January 1, 2012 to
December 6, 2012.

Measures the percentage change in volume over a period of time. Volume is regularly

Measures the percentage change in revenue over a period of time. It is regularly monitored on

Measures the pricing strategy of the Company. Computed as Revenue less Cost of Goods

Measures the profitability of the company from ongoing operations before extraordinary items

Measures the profitability of the company from a disposal group that is classified as a

component of the entity, net of income tax, reported as a separate component of income

Measures how much a stockholder earns in the net income or loss of the Company. Net (Loss)

income per share is calculated by dividing net income or loss by the weighted number of

Measures the percentage change in assets over a period of time. Assets is regularly

a) Volume Growth
monitored on a per product and per client basis.
b) Revenue Growth
a per product and per client basis.
¢) Gross Income
Sold.
d) (Loss)Income Before Income Tax
Measures the profitability of the company before income tax,
e} (Loss) Income from Continuing Operations
and cumulative effects of changes in accounting principles.
f) Net Income from Discontinued QOperations, after tax
before extraordinary items and the cumulative effect of accounting changes.
g) Net(Loss}) Income
Measures the profitability of the company:
n} Net (Loss) Income Per Share
common shares issued and cuistanding during a particular period of time.
iy Total Assets Growth
monitored on a per asset class.
j) Stockholders’ Equity Growth

Measures the percentage change in stockholders' equity over a period of time.
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There were no known events that will trigger direct or cantingent financial obligation that is material to
the Company, including any default on or acceleration of an obligation.

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

Full Years 2012 vs 2011

There were certain significant changes in the Company s Consolidated Balance Sheet as of December
31, 2012 versus December 31, 2011.

In connection with the Subsidiaries Sale Transaction on December 7, 2012, the Company de-
recognized all the asseis and liabilities of Interphil and Lancashire as at December 7, 2012 and
recorded a substantial loss on the sale of subsidiaries for the year ended December 31, 2012. And as
a result, the Company did not have much operating assets remain as of December 31, 2012.

Current assets

Total cash and cash equivalents increased by 200% or R762,668,145 to R1,143,767,970 as of
December 31, 2012 from B381,099,825 as of December 31, 2011. The increase was attributed to the
proceeds from Subsidiaries Sale Transaction.

Trade and Other receivables and inventories amounted to nil due to the Subsidiaries Sale Transaction
and discontinued operations.

Advances to suppliers and other current assets decreased by 98% or R32,370,983 to B512,078 as of
Pecember 31, 2012 from R32,883,061 as of December 31, 2011 due to the Subsidiaries Sale

Transaction and discontinued operations. Balance as at December 31, 2012 was related to Input
VAT-net.

Non-current assets

No non-current assets were reported as of December 31, 2012 as compared to the R550,215,427 as
of December 31, 2011 following Subsidiaries Sale Transaction and discontinued operations.

Current Liabilities

Trade and other payables decreased by 85% or B259,493,024 to R45,838,317 as of December 31,
2012 from  P306,331,341 as of December 31, 2011 is due to the Subsidiaries Sale Transaction and
discontinued operafions. The balance includes capital gains tax payable on the Subsidiaries Sale
Transaction.

Net Output tax as of December 31, 2012, amounted to zero, 100% or B21,817,568 lower than the
December 31, 2011 level on account of Subsidiaries Sale Transaction and discontinued operations.

Non-current Liabilities

No non-current liabilities were reported as of December 31, 2012 as compared to the P44,581,540 as
of December 31, 2011 following the Subsidiaries Sale Transaction and discontinued operations.

Full Years 2011 vs 2010

There wers some significant changes in the Company's Consolidated Balance Sheet as of December
31, 2011 versus December 31, 2010.

Current assets
The Company's fotal cash and cash equivalents went up by 11% to B381,089,825 in 2011 from P

342,030,954 in 2010 because of additional income from operations. Likewise, short-ferm borrowings
were fully settled in 2010.
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Trade and Other receivables increased hy 1% to F281,815,862 from B279,555,424 as a result of
decrease in collections from client.

Inventories increased by 21% from R156,839,442 to R190,440,252 because of higher purchases of
raw and packaging materials.

Advances to suppliers and other current assets went down by 6% from B34,979,835 to B32,883,061
due to decrease in advances to suppliers of imported materials and related import and shipping
charges.

Non-current assets

Property, plant, and equipment, net of accumulated depreciation, decreased to B418,459,062 in 2011
from B437,089,720 in 2010. The decrease is due to the depreciation of R61,299,303 offset by
acquisitions of B42,668,645.

Retirement benefit asset increased to B4,534,651 due to lower accrual of retirement benefits.

Other non-current assets increased by 222% from R4,662,080 to R15,026,714, due to additional
deposit to the Manila Electric Company (MERALCO) and deposit to a third party marketing company.

Current Liabilities
Trade and other payables went down to P306,331,341 due to decrease in intercompany payables.

Net Output tax decreased by 24% to F21,817,568 from R28,696,213, mainly due to lower collections
generated in December.

Non-current Liabilities

Deferred tax liabilities — net of deferred tax assets went up to R2,610,140 on March 31, 2012 from B
5,748,891 as of December 31, 2011 mainly due to lower deferred tax assets related to the provision
for doubtful accounts and post-employment benefits,

Retirement benefit liability decreased due o lower accrual of retirement benefits.

The Company's long-term sick leave benefits liability increased by 4% to B34,971,400 from B
33,653,100 due to higher accrual of long term sick leave benefits.

Full Years 2010 vs 2009

There were some significant changes in the Company's Consclidated Balance Sheet as of December
31, 2010 versus December 31, 2008.

Current assets
Cash and Cash Equivalents is higher by 37% due fo increase in short-term investments.

Trade and Other receivables decreased by F42,839,165 as a result of increased collections and
settlement of past due accounts by a client.

Inventories decreased by 21% from B192,646,191 to P156,839,442 primarily due to better
management and control of inventory.

Advances to suppliers and other current assets registered an increase of 37%, from B25,608,857 to P
34,979,835, due to higher advances to suppliers of imported materials and related import and shipping
charges and prepaid insurance.

Non-current assets

Property, plant, and equipment totaled B437,089,720, down from P490,900,240 due to the annual
depreciation of B76,776,747 and acquisitions of F22,966,227.
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Other non-current assets increased by 7% from P4,338,635 to B4,662,080, due to higher investment
and advances in a joint veniure,

Current Liabilities

Notes payable went down to zero from R130,000,000 as outstanding bank loans were fully settled
during the year.

Trade and other payables are down by 9% to B323,712,436 as a result of decrease in purchases.
Output tax payable decreased due o lower collections in December 2010.
Non-current Liabilities

Deferred income tax liabilities — net of deferred tax assets increased by P4,894,956 compared to 2009
year-end level. The reduction in deferred tax asset is mainly due to the collection of receivables
amounting to B27 868,322 which were estimated to be doubtful for collection. Allowance was provided
in 2009.

The 24% decrease in Retirement and long-term sick leave benefits liability is attributable to the lower
provision for pension expense net of the sick leave benefits paid in 2010.

Discussion and Analysis of material event/s and uncertainties known to management that
would have address the past and would have an impact on future operations of the following
from 2009 to December 31, 2012:

a) There are no known trends, events, or uncertainties that will have material impact on the
Company’s future liquidity.

b) There are no known events that will trigger direct or indirect contingent financial obligation that
is material to the Company, including any default or acceleration of an obligation.

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

d) There are no material commitments for capital expenditures that occurred during the reporting
period.

e} There are no known trends, events, or uncertainties that are expected to have material impact
on sales/revenuesfincome from continuing operations that occurred during the reporting
period.

f) There are no significant elements of income or loss that did not arise from the Company's
continuing operations that occurred during the reporting period.

g} There are no seasonal aspects that had a material effect on the financial condition or resuits
of operations.

Results of Operations
Full Years 2012 vs 2011

As discussed above, the Company sold all of its ownership interest in Interphil and Lancashire. The
results of operation for the period from January 1, 2012 to December 6, 2012 were classified as
discontinued operations. For further details on the results of operations attributable to the
manufacturing business of Interphil and the real estate business of Lancashire and loss on the sale of
subsidiaries, piease refer to note 5 to the consolidated financial statements of the Company included in
this form 17-A.

The 5% increase in interest income for the year ended December 31, 2012 from the B1,221,593 in
2011 was due to increase in cash and cash equivalents.

The 539% increase in operating expenses to 2,328,496 for the year ended December 31, 2012 from

the R364,440 in 2011 was primarily due to the increase in professional fees, mainly pertaining
to audit fees.
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Loss from continuing operations was at R44,857,995 for the year ended December 31, 2012 from the
B857,153 income from continuing operations in 2011 is mainly due to the loss on sale of subsidiaries,
net of capital gains tax of B43,808,475.

The 87% or R77,147,242 decrease in net income from discontinued operations after tax for the year
ended December 31, 2012 from R88,694,190 in 2011 to B11,546,948, was primarily aftributable to the
combined effect of a decrease in gross margin as a result of an unfavorable product mix, an increase
in operating expenses of the subsidiaries due to promotional and marketing activities for owned
products, as well as a higher foreign exchange loss recognized during the pericd ended January 1,
2012 to December 6, 2012.

As a result of the foregoing, total comprehensive loss for the year ended December 31, 2012 was at P
33,311,047 versus the total comprehensive income of B89,551,343 in 2011.

Full Years 2011 vs 2010

Consolidated revenues decreased by 4%, mainly due to the decline in volume of the manufacturing
unit.

Consolidated cost of sales and services and operating expenses is almost the same at P
1,462,155,996 in 2011 from P1,466,576,205 in 2010, :

Consolidated net income is lower by 33% at P89,551,343 compared with B134,580,788 in 2010 due to
lower revenues and higher operating expenses.

Full Years 2010 vs 2009

The Company's registered consolidated revenues of R1,832,976,274 for the year ended December 31,
2010, down by 8% or P150,985,317 from last year's R1,983,961,591. The decrease was largely due to
decrease in volume of the manufacturing segment.

Consolidated cost of sales and services and operating expenses dropped by R108,162,527 or 6.0%
due to lower cost of materials, decrease in salaries and wages, and elimination of provision for
possible losses on creditable withholding tax.

Net income for the year 2010 is at 134,580,788 versus P112,606,723 in 2009. This is primarily due to
the impact of better negotiation from suppliers to lower cost of materials.

Liguidity and Capital Resources

The table below shows the Company’s consolidated cash flows for the years ended December 31,
2012, 2011, and 2010:

For the Year Ended December
31 % Change % Change

In Millions, except % change data 2012 2011 2010 2012 vs 2011 | 2011 vs 2010
Net cash flows from operating

activities 16.2 123.7 188.1 -87% -34%
Cash flow from an investing

activity 784.8 - - 100% -
Cash flow from a financing

activity 41.1 - - 100% -
Net increase in cash and cash

equivalents 8421 123.7 188.1 581% -34%
Net cash flow from discontinued

operations {79.4) (84.6) {95.3) 6% 11%
Cash and cash equivalents, beginning 381.1 342.0 249.3 11% 37%
Cash and cash equivalents, end 1,143.8 381.1 342.0 200% 11%
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Cash and cash equivalents increased by 200% as of December 31, 2012 from the net proceeds from
the Subsidiaries Sale Transaction of B784,824,976 and additional capital contribution from the Selling
Shareholders of MCP of B41,050,000.

In 2012, the Group registered a positive cash flow from operating activities of P16,204,489
considerably lower from last year's positive cash flow of B123,718,582. The primary reasons for the
decrease was due to a lower income from discontinued operation as a result of decrease in gross
margin and higher operating expenses as discussed above.

Cash provided by investing activities increased to RB784,824,976 for the year ended December 31,
2012 from zero in 2011 arising from the proceeds received from Subsidiaries Sale Transaction, net of
capital gains tax.

The Group has also made significant financing activities. Cash provided for the period increased by
100% to R41,050,000 from zero in 2011 mainly due to additional capital contribution from the Selling
Shareholders of the Company immediately before the completion of the Proposed Acquisition as
described in the foregoing section.

The table below shows the Group's capital resources as of December 31, 2012, 2011, and 2010;

For the Year Ended December
31 % Change % Change
In Millions, except % change data 2012 2011 2010 | 2012 vs 2011 | 2011 vs 2010
Equity 1,097.4 1,083.7 | 974.2 3% 9%
Total Capital 1,097.4 1,063.7 1 974.2 3% 9%

No debt was incurred for the past three years. Total capital grew by 3% to R1,097,441,731 as of
December 31, 2012 from B1,063,723,978 as of December 31, 2011. The increase was the result of
the release of appraisal increase of land at revalued amount to retained earnings as a result of
Subsidiaries Sale Transaction and additional capital contribution from the Selling Shareholders of the
Company immediately before the completion of the Proposed Acquisition as described in the foregoing
section,
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CAUSES FOR ANY MATERIAL CHANGES FROM PERIOD TO PERIOD OF FS WHICH SHALL
INCLUDE VERTICAL AND HORIZONTAL ANALYSES OF ANY MATERIAL ITEM (5%)

MELCO CROWN (PHILIPPINES) RESORTS CORPORATION
(Formerly Manchester International Holdings Unlimited Corp)
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

{in Millions of PhP)

VERTICAL HORIZONTAL

ANALYSIS ANALYSIS Causes of Material Changes
% to Total % of Change in g
December 31 Assets Prior Year (With 5% as a Threshold)
2012 2011 2012 2011 2012
. ASSETS
Current Assets
Increase is attributed to the
Cash and cash equivalents 1,438 3814 100% 27% 2009, Subsidiaries Sale Transaction an
additional capital contribution fron
the Selling Shareholders of MCP
. Decrease is attributed fo the
- 0, 0, - 0,
Trade and other receivables 281.8 0% 20% 100% Subsidiaries Sale Transaction
Inventories 3 190.4 0%  13% -100% Decrease is atfributed to the

Subsidiaries Sale Transaction

Decrease is attributed to the
0.5 329 0% 2% -98% Subsidiaries Sale Transaction.
Balance pertains to input tax

Advances to suppliers and other
current assets

Total Current Assets 1,144.3 886.2 100% 62% 29%
Non-current Assets

Decrease is attributed to the

. . 9, 0, - )
Property, plant and equipment 418.5 0% 29% 100% Subsidiaries Sale Transaction

Decrease is attributed fo the

- 0 o, - 0,
Land at revalued amount 1122 0% 8% 100% Subsidiaries Sale Transaction

Decrease is attributed to the

: . 0, o,
Retirement benefit asset 4.5 0% 0% Subsidiaries Sale Transaction
Other noncurrent assets - 15.0 0% 1% -100% Decr_egsc? Is atiributed to tr]e

Subsidiaries Sale Transaction
Total Non-current Assets - 550.2 0% 38% -100%
Total Assets 1,144.3 1,436.4 100% 100% -20%

Extracted from Consolidated Financial Statements
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION

{Formerly Manchester Internaticnal Holdings Unlimited Corp)

AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in Millions of PhF)

VERTICAL HORIZONTAL Causes of Material Ch
ANALYSIS  ANALYSIS es of Materlal Lhanges
% to Total % of Change in .
D;cember 31 Assets Prior Year {With 5% as a Threshold)
012
LIABILITIES AND EQUITY
Current Liabilities
Decrease is attributed to the
Subsidiaries Sale Transaction;
0, 0, o o, )
Trade and other payables 46.8 306.3 4% 21% 85% balance includes capital gains tax
payable
Decrease is attributed to the
- 9 ) -100°
Output tax payable 218 0% 2% 100% Subsidiaries Sale Transaction
Total Current Liabilities 46.8 3281 4% 23% _86%
Non-current Liabilities
I Decrease is attributed to the
D - - . 9 9 -100% e .
eferred fax liabilities - net 9.6 0% 1% 100% Subsidiaries Sale Transaction
Long-term sick leave benefit o o o, Decrease is attributed to the
liability ) 350 0% 2% -100% g psidiaries Sale Transaction
Total Non-current Liabilities - 446 0% 3% -100%
Equity
Capital stock 562.5 562.5 49% 39% 0%
increase is due to capital
Additional paid-in capital 92.7 518 8% 4% 80% contribution from the Selling
Shareholders of MCP
Revaluation increment in land - o o o, Decrease is attributed to the
net of deferred tax liability . 606 0% 4% -100% g bsidiaries Sale Transaction
Increase pertains to the release of
Retained earnings 7308 6775 64% 47% g ppraisal of increase of land at

revalued amount as a result of
Subsidiaries Sale Transaction

Cost of treasury shares held (288.5)  (288.5) -25% -20% 0%
Total Equity 1,097.5 1,063.7 06% 74% 3%
Total Liabilities and Equity 1,144.3 14364 100% 100% -20%

‘Extracted from Consolidated Financial Statements.
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MELCO CROWN (PHILIPPINES)} RESORTS CORPORATION
(Formerly Manchester International Holdings Unlimited Corporation)
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in Millions of PhP except for Basic/Diluted Net (Loss) Income per Share})

VERTICAL ANALYSIS HORIZONTAL Causes of Material

ANALYSIS Changes
Years Ended o % 0T Gnange In (With 5% as a
December 31 % to Revenues Prior Year Threshold)
2012 2011 2012 2011 2012
Increase is due to higher
INTEREST INCOME 1.3 1.2 100% 100% 5% cash and cash
equvialents
Net carrying value of the
LLOSS ON SALE OF o o subsidiaries sold is higher
SUBSIDIARIES (43.8) - -3425% 0% than the selling price, net
of capital gains tax
OPERATING EXPENSES 23) (04  -182%  -30% 5agy, Increased dus fo higher
professional fees
{LOSS) INCOME BEFORE ) o o o, L0sS due fo loss on sale
INCOME TAX (44.8) 0.8 -3507% 70% ~5333% ot subsidiaries
PROVISION FOR INCOME TAX - - 0% 0% )
(LOSS) INCOME FROM Loss due to loss on sale
CONTINUING OPERATIONS (44.8) 09  -3507% 0% -5333% of subsidiaries
NET INCOME FROM Decreased due to higher
DISCONTINUED OFPERATIONS, 115 88.7 903% 7261% -87% cost of sales & services
AFTER TAX and operating expenses
NET {LOSS) INCOME (33.3) 896  -2605% 7331% -137%
OTHER COMPREHENSIVE
INCOME - - 0% 0%
Loss due to loss on sale
TOTAL COMPREHENSIVE 0 0 ., Of subsidiaries and lower
(LOSS) INCOME (33.3) 806  -2605% 7331% “137% 1ncome from discontinued
operations
Basic/Diluted Net {Loss) Income D ddueto]
Per Share for Continuing M(0.109)  00.002 -9% 0% -5333% oo ceoed CLE 10 1058 on
Operations sale of subsidiaries
Basic/Diluted Net Income Per Decreased due to higher
Share for Discontinued 00.028  00.215 2% 18% -87% cost of sales & services
Operations and operating expenses

Extrcated from Consclidafed Financial Statements,
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FCR THE QUARTERLY PERIOD ENDED MARCH 31, 2013

The unaudited consolidated financial statements as of March 31, 2013 and for the three months ended
March 31, 2013 and the audited consolidated balance sheet as of December 31, 2012 and the related
notes to unaudited consolidated financial statements of the Company and its subsidiaries are likewise
attached hereto

The Group’s unaudited consolidated financial statements have been reviewed and approved by the
Company’s Audit Commitiee and reviewed by the Group’s external auditors in accordance with
Philippine Standard on Review Engagements (PSRE) 2410, "Review of Interim Financial Infermation
Performed by the Independent Auditor of the Entity” issued by the Auditing and Assurance Standards
Council of Philippine.

The following management’s discussion and analysis relate to the consolidated financial information
and pre-operating results of the Group and should be read in conjunction with the accompanying
unaudited consolidated financial statements and related notes of the Group as of March 31, 2013 and
for the three months ended March 31, 2013,

PRE-OPERATING RESULTS

The following will be the key performance indicators of the Group when it starts commercial operations
in mid-2014:

1. Adjusted EBITDA: Earnings before interest, taxes, depreciation, amortization, pre-opening
costs, development costs, property charges and others, share-based compensation, and other
non-operating income and expenses

2. Revenue Growth: Measures the percentage change in revenue over a period of time. It is
regularly monitored on a per product and per client basis.

3. Net Income: Measures the profitability of the company.

4. Basic Earnings Per Share: Measures how much a stockholder earns in the Net Income of the
Company. Basic Earnings per share is calculated by dividing Net Income by the weighted
number of common shares issued and outstanding during a particular period of time.

5. Rolling chip volume: the amount of non-negotiable chips wagered and lost by the rolling chip
market segment.

6. Rolling chip win rate: rolling chip table games win as a percentage of rolling chip volume.

7. Mass market table games drop: the amount of table games drop in the mass market table
games segment.

8. Mass market table games hold percentage: mass market table games win as a percentage of
mass market table games drop.

9. Table games win: the amount of wagers won net of wagers lost on gaming tables that is
retained and recorded as casino revenues.

10. Gaming machine handle (volume): the total amount wagered in gaming machines.

11. Gaming machine win rate: gaming machine win expressed as a percentage of gaming
machine handie.

These performance indicators are not applicable as of March 31, 2013 when the Company and the
Group had no commercial operations.

PRE-OPERATING RESULTS FOR THE THREE MONTHS ENDED MARCH 31, 2013

As a result of the foregoing discussion on Group Reorganization and Asset Acquisition Transaction,
the MCE Holdings Group was deemed to be the accounting acquirer for accounting purposes. The
acquisition was accounted for similar to a reverse acquisition following the guidance provided by the
standard. In a reverse acquisition, the legal parent, MCP is identified as the acquiree for accounting
purposes because based on the substance of the transaction, the legal subsidiary, MCE Holdings
Group is adjudged to be the entity that gained control over the legal parent. Accordingly, the
unaudited consolidated financial statements of MCP have been prepared as a continuation of the
financial statements of the MCE Heldings Group. The MCE Holdings Group has accounted for the
acquisition of MCP on December 19, 2012, which was the date when MCE through MCE Investments
and MCE Investments No.2 acquired contro! of MCP.
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The comparative financial information as of March 31, 2012 have not been presented in the unaudited
consolidated financial statements as all companies within the MCE Holdings Group were incorporated
on or after August 13, 2012. The financial information as of December 31, 2012 presented in the
unaudited consolidated financial statements as of March 31, 2013 are retroactively adjusted to reflect
the legal capital (i.e., the number and type of Capital stock issued, Additional paid-in capital and Cost
of treasury shares held) of MCP. The adjusiment, which is the difference between the capital
structure of the MCE Holdings Group and MCP, is recognized as part of Equity reserve in the
unaudited consolidated balance sheets.

The following table shows a summary of the pre-operating results of the Company for the three
months ended March 31, 2013 as derived from the accompanying unaudited consolidated financial
statements.

For the Three Months
Ended March 31, 2013
Operating costs and expenses {R000) (193,156)
Non-operating expenses (P000) (145,520)
Net Loss (POO0Q) (338,676)
Basic/diluted loss per share (B) (0.822)

We are currently in the development stage, and as a result there is no revenue and cash provided by
our intended operations. Accordingly, the activities refiected in our consolidated statements of
operations mainly relate to operating costs and expenses and non-operating expenses including
general and administrative expenses, amortization of contract acquisition costs, development costs,
pre-opening costs, interest income, interest expenses and foreign exchange loss, net. Consequently,
as is typical for a development stage company, we have incurred losses to date and expect these
losses to continue to increase until we commence commercial operations with the planned opening of
the Project which is expected in mid-2014.

Consolidated comprehensive loss for the three months period ended March 31, 2013 was R338.7
million primarily related to general and administrative expenses, development costs, pre-opening
costs, as well as the interest expenses as a result of continuous development of the Project.

General and administrative expenses for the period ended March 31, 2013 amounted to R66.2 million,
primarily consist of documentary stamp duty and SEC filing fee related to increase in the share capital
of the MCE Holdings Group companies as well as legal and other professional fees incurred for the
Project funding.

Amortization of contract acquisition costs for the three months period ended March 31, 2013 of P4.3
million represented the consideration paid to Belle for termination of various agreements with a third
party in accordance with the Closing Arrangement Agreement and this amount is amortized over the
term of the operating agreement. Please refer to note ¢ to the unaudited consolidated financial
statements for details.

Development costs for the three months period ended March 31, 2013 amounted to R79.9 million
primarily consist of legal and other professional fees incurred closing of the Closing Arrangement
Agreement. Please refer to note 14 to the unaudited consolidated financial statements for details.

Pre-opening costs were R42.7 million, primarily relate to project management fee charged from MCE
or its subsidiaries during the period ended March 31, 2013.

Interest expenses of R142.6 milion represented the interest on obligation under finance lease in
relation to a Lease Agreement of the building with Belle, effective from March 13, 2013. For details of
the lease agreement, please refer to note 18 to the unaudited consolidated financial statements for
details.

TRENDS, EVENTS OR UNCERTAINTIES AFFECTING RECURRING REVENUES AND PROFITS

Upon commencement of the Group's intended business and operation, the Group will be exposed to a
number of trends, events and uncertainties, which can affect its recurring revenues and profits. These
include levels of general economic activity, as well as certain cost items, such as operating cost, labor,
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fuel and power. The Group will collect revenues and pay expenses in various currencies and the
appreciation and depreciation of other major currencies against the Philippine peso, may have a
negative impact on the Group’s reported levels of revenues and profits.

FINANCIAL CONDITION AND BALANCE SHEET

There were certain significant changes in the unaudited Consolidated Balance Sheet as of March 31,
2013 versus December 31, 2012:

(i} Upon the Lease Agreement becoming effective on March 13, 2013, the Group accounted for
the lease of certain of the building structures as finance lease assets and obligation under
finance lease (current and non-current) at a total amount of B11.8 billion. In addition, the
Group also capitalized contract acquisition costs of 1.1 billion in accordance with the closing
arrangement as detailed in note 9 to the unaudited consolidated financial statements for
details.

(i) Under the provisional license granted by PAGCOR, it is a requirement that the Group to set-
up an escrow account maintaining balance of US$50 million until the Project's completion. For
details, please refer to note 8 to the unaudited consolidated financial statement.

(i) Reverse acquisition accounting as explained above upon completion of Asset Acquisition
Transaction on March 20, 2013.

Balance sheet accounts as of March 31, 2013 with variance of plus or minus 5% against December
31, 2012(#) are discussed, as follows:

In thousands Phifippine Peso, except % March 31, 2013 December 31, | Change
change dala 2012

Current assets ) 1,322,315 1,152,723 15%
Nen-current assets 16,426,346 97,709 | 15688%
Total assets 16,748,661 1,250,432 1239%
Current liabilities 6,717,301 192,780 3384%
Non-current liabilities 10,820,552 - N/A
Total liabifities 17,537,853 192,790 | 8997%
Equity {789,192) 1,057,642 -175% |.

# The financial information as of December 31, 2012 presented in the unaudited consolidated financial
statements as of March 31, 2013 are retroactively adjusted to reflect the reverse acquisition
accounting.

Current Assets
1. Cash and cash equivalents increased by B$153.2 million, which is the net result of funding
from MCE Investments, partially offset by the payments made for the Project during the period
presented;
2. Prepayments and other current assets by P16.4 million, which was mainly due to the increase
in input VAT on rental expenses paid to Belle by F11.3 million and current portion of prepaid
rent by B5.3 million.

Noncurrent Assets

1. Property and equipment increased by B12.1 billion, mainly due to the recognition of the leased
building structures as finance lease assets of R11.8 hillion as discussed in aforesaid
paragraph and additional capital expenditures mainly in construction in progress by F296.8
million incurred during the three months period ended March 31, 2013. The depreciation will
commence when the assets are ready for their intended use.

2. Contract acquisition costs increased by B1.1 billion net of amortization as discussed in
aforesaid paragraph.
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3.

Other noncurrent assets increased by R170.8 million primarily as a result of recognition non-
current portion of prepaid rent of B102.1 million and security deposit of R68.1 million under the
Lease Agreement as detailed in Note 10 to the unaudited consolidated financial statements.
Restricted cash increased by R2 billion due to the escrow account as required under
Provisional license granted by PAGCOR as mentioned above.

Current Liabilities

1.

Accrued expenses, other payables and other current liabilities increased by R236.0 million
mainly relate to increase in accruals for fit-out construction costs by P147.4 million, unpaid
portion of cbligation under finance lease of B80.0 million as well as increase in accruals for
legal and professional fee and taxes and licenses of R33.7 million.

Current portion of obligation under finance lease increased by B1 billion. It represented the
lease payments that are due within one year. For details, please refer to Note 18 to the
unaudited consolidated financial statements.

Amounts due to affiliated companies, ultimate holding companies and intermediate holding
company increased by R5.3 billion which is primarily resulted from the unpaid amount of 4.4
billion due to MCE Investments related to the Asset Acquisition Transaction and MCE
Investments’ funds advanced to MCP of BB815 million. Please refer to note 15 to the unaudited
consolidated financial statements for nature and details of the related party transactions for
the period ended March 31, 2013,

Noncurrent Liabilities

1.

Equity
1.

Non-Current portion of obligation under finance lease increased by R10.8 billion. It
represented the lease payments that are due more than one year. For details, please refer to
Note 18 to the unaudited consolidated financial statements,

Deposit for future stock subscriptions increased by R2.8 billion as a result of subscriptions of
common share by MCE Investments on March 20, 2013 which was approved by SEC
subsequent to period end. For details, please refer to Note 12 to the unaudited consolidated
financial statements for details.

Equity reserve consists of the net difference between the cost of MCP to acquire MCE
Holdings and the legal capital of the latter at the date of reverse acquisition plus the retained
earnings of MCP as of December 19, 2012, the date when MCP was acquired by MCE. For
movement during the period, please refer o Note 12 to the unaudited consolidated financial
statements.

Deficit increased by P338.7 million to R388.5 million as of March 31, 2013 from R49.8 million
as of December 31, 2012 was solely due to the net loss recognized during the period.

LIQUIDITY AND CAPITAL RESOURCES

The table below shows the Group’s unaudited consolidated cash flows for the three months ended
March 31, 2013:

For the Three
Months
Ended March 31,
2013

in thousands Philippine peso

Net csh used in operating activities (81,809)
Cash used in investing activities {6,267,046)
Net cash provided by financing activities 6,502,002
Effect of foreign exchange on cash and cash equivalents (65)
Net incease in cash and cash equivalents 163,172
Cash and cash equivalents at beginning of period 1,152,022
Cash and cash equivalents at end of peried 1,305,184
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Cash and cash equivalents increased by 13.3% as of March 31, 2013 mainly due to the net effect of
the following:

For the three months ended March 31, 2013, the Group registered a negative cash flow from
operating activities of R81.8 million with the primary reasons for the negative cash flow was due to a
continuous development of the Project as discussed aforesaid sections,

Cash used in investing activities amounted to 6,267 million for the three months period ended March
31, 2013 include: (i} cash used in reverse acquisition of F2.8 billion as detailed in Note 1(b) and 2 to
the unaudited consolidated financial statements; (i) increase in restricted cash of B2 billion for escrow
account as discussed in the foregoing; (iii) contract acquisition costs and security deposit payments to
Belle for 1.3 billion as well as (iv) capital expenditure payments of R20.3 million.

The Group has also made significant financing activities. Cash used in the period mainly represented
(i) fund transfer from MCE Investments of R811.7 million, (i) deposit for future stock subscriptions of B
2.8 billion as detailed in Note 12 to the unaudited consolidated financial statements and (iii) net
proceeds from capital stock issuance of legal subsidiary of R2.8 billion.

The table below shows the Group's unaudited capital resources as of March 31, 2013 and December
31, 2012 :

For the For the
Three Year Ended
Months December
Ended 31
March 31
% Change

In Millions, except % change data 2013 2012 2013 vs 2012
(Capital Deficiency) Equity (789.2) 1,057.6 -175%
Total (Capitai Deficiency) Capital (789.2) 1,057.6 -175%

Except for the obligations under finance lease, nc debt was incurred for the three months period
ended March 31, 2013 and December 31, 2012. Total capital dropped by 175% to a capital deficiency
of R789.2 million as of March 31, 2013 from a capital of B1,057 million as of December 31, 2012, The
decrease was the result of (i) the net loss of R338.7 million during the peried and (i) the net difference
between the cost of MCP io acquire MCE Holdings Group and the legai capital of the latter at the date
of reverse acquisition plus the retained earnings of MCP as of December 19, 2012, the date when
MCP was acquired by MCE, partially offset by the deposit for future stock subscriptions of R2.8 billion
as discussed above.

Shareholder Loan Facility

On April 12, 2013, MCE Leisure entered into a commitment letter (the “Commitment Letter”) with MCE
Investments or an affiliate, acting as the lender, for a senior secured shareholder loan facility
(“Shareholder Loan Facility”) in an aggregate amount up to US$ 342.0 million (approximately B13.9
billion) or such greater amount as may be agreed between MCE Investments and MCE Leisure, which
is denominated in US dollars. The Commitment Letter sets out the terms and conditions on which MCE
Investments are willing to act as a lender of the Shareholder Loan Facility to be provided to MCE
Leisure. These terms and conditions include the principal terms of the Shareholder Loan Facility and
conditions precedent to entering into definitive documentation of the Shareholder Loan Facility. The
proceeds of the Shareholder Loan Facility are expected to fund fit-out and other costs of the Project.

An expected condition precedent to drawdowns under the Shareholder Loan Facility is that any
indebtedness under the Shareholder Loan Facility is guaranteed by the Parent Company and its
subsidiaries (the “Guarantors”) and is secured by first pricrity security over the issued share capital of
each Guarantors and MCE Leisure (other than the Parent Company) and first priority asset security
from all Guarantors and MCE Leisure. The Shareholder Loan Facility matures on date which is seven
years after the signing date of the definitive documentation of the Shareholder Loan Facility (the
“Signing Date”) and is subject to quarter amortization payments commencing on the earlier of (i) six
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months after the opening of the Project and (ii) two years afier the Signing Date. The individual
drawdowns under the Shareholder Loan Facility are expected fo he subject to certain conditions
precedents, including certification as to uses of proposed drawdown. Borrowings under the
Shareholder Loan Facility bear interest at a fixed rate of 5% per annum, accrued prior to the first
interest payment date. The Shareholder Loan Facility is expected to include a tax gross up provision
requiring MCE Leisure to pay without any deduction or withholding for or on account of tax.

Top up placement

On April 24, 2013, MCP entered into a subscription agreement (the “Subscription Agreement") with
MCE Investments, whereas, concurrently with the execution of the Subscription Agreement, i} MCP
and MCE Investments executed a placing agreement (the "Placing Agreement”) with certain third
parties (the “Joint Lead Managers”), with respect to the offer (the "Offer”) and sale to purchasers
procured by the Joint Lead Managers of 981,183,700 common shares of MCP (the "Firm Shares”),
with par value of B1 per share, at the offer price of B14 per Offer Share (the “Offer Price™), and ii) MCE
Investments executed a greenshoe agreement (the "Greenshoe Agreement”) with respect to the grant
of an over-allotment option (the “Over-allotment Option”), which may be exercised by one of the Joint
Lead Managers as the stabilizing agent. Under the Over-allotment Option, MCE Investments may be
required to sell up to an additicnal 117,075,000 common shares of MCP, at a price equivalent to the
Offer Price per share, solely to cover over-allotments (the "Option Shares”). The Firm Shares and as
many of the Option Shares as are required to be sold are referred to as the "Offer Shares”.

MCP did not receive any proceeds directly from the Offer, but MCE Investments agreed to subscribe
for, and MCP agreed to issue, new common shares of MCP in an amount equal to the aggregate
number of Firm Shares sold by MCE Investments in the Offer (the "Subscription Shares")y and the
aggregate number of Options Shares actually sold by MCE Investments as a result of the exercise by
the stabilizing agent of its Over-allotment Optfion (the “Additional Subscription Shares”) at a price
equivalent to the aggregate Offer Price as described in the Placing Agreement.

Pursuant to the terms and conditicns of the Subscription Agreement, MCE Investments agreed fo
subscribe to the Subscription Shares and the Additional Subscription Shares, if any, out of the
authorized capital stock of MCP with par value of B1 per share, at the offer price of B14 per
Subscription Share and Additional Subscription Share. The listing of the Subscription Shares and the
Additional Subscripfion Shares, if any, will be subject fo the PSE's approval. As of April 29, 2013, MCP
received approximately B13,378 million from the sales of Subscription Shares to MCE Investments.

RISKS RELATED TO FINANCIAL INSTRUMENTS

The Group’s principal financial instruments consist mainly restricted cash of which will be used for the
Project. The Group has other financial assets and financial liabilities such as cash and cash
equivalents, security deposii, accrued expenses, other payables and other current liabilities, amounts
due to affiliated companies, amount due to ultimate holding company and amount due to intermediate
holding company which arise directly from its operations.

The main risks arising from the Group's financial instruments as of and for the three months period
ended March 31, 2013 are interest rate risk, credit risk, liquidity risk and foreign exchange risk.
Management reviews and approves policies for managing each of these risks. For detalls, please refer
to note 21 to the unaudited consolidated financial statements.
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The following are the Company's top 20 stockhclders as of May 10, 2013:

NO. OF % TO TOTAL
NAME SHARES OUTSTANDING
HELD SHARES
1 | PCD NOMINEE CORPORATION {(NON-FILIPINO) 2,918,280,334 86.47
2 | MCE (PHILIPPINS) INVESTMENTS LIMITED 981,183,700 22.36
3 | PCD NOMINEE CORPORATION (FILIPINO) 485,872,792 11.07
4 [ JOSE CUISIA 187,500 00.00
5 | VICTOR SY 187,500 00.00
6 | LEONARDO CHUA LIAN 150,000 00.00
7 | EUMEN TIADQUI 150,000 00.00
8 | ALBERTO ANGUSTIA AND/OR FRANCISCO C. GONZALEZ 135,000 00.00
9 [ JOSEPHINE T. WILLER 118,750 00.00
10 | ALEXANDER S. ARANETA 116,250 00.00
11 | JOSE MARCEL ENRIQUEZ PANLILIO . 112,500 00.00
12 | BERNARD ONG AND/OR CONCHITA ONG 100,000 00.00
13 | ELENA B. ALIKPALA 82,500 00.00
14 | ROSA T. CABRERA 75,000 00.00
156 | WILSON LIM AND/OR JUSY LIM 75,000 00.00
168 | RAFAEL UYGUANCOQO 75,000 00.00
17_| RAMON COJUANGCO, JR 71,250 00.00
18 | MARIO C. TAN 67,500 00.00
19 | VAN TAN 65,000 00.00
20 | JUDY TAN REYNOLDS 62.500
TOTAL 4,387,177.076 99.93

Dividends Per Share. No cash dividend was declared for the years 2004-2012. A twelve centavos (R
0.12) per share cash dividend was declared by the Board of Directors in its Regular Meeting held on
May 23, 2001 in favor of the stockholders of record as of June 28, 2001 and was paid last July 12,
2001.

Sale of Unregistered or Exempt Securities / Exempt Transactions. The Company's Board of
Directors on January 14, 2013, and the shareholders on February 19, 2013 approved the increase in
the Company's authorized capital stock to R5.9 billion divided into 5.2 billon shares with par value of R1
per share from authorized capital stock of R900 million divided into 900 million shares with par value of
R1 per share. Pursuant to the increase, MCE Investments subscribed to 2,846,595,000 common
shares at the subscription price per share equivalent to the par value of 21.00 per share.

The issuance of new shares in an increase in authorized capital stock is an exempt transaction under
SRC Rule Section 10.1 (i).

Furthermore pursuant to the Placing and Subscription Transaction of the Company and MCE
Investments, a total of 981,183,700 shares of stock were offered and sold by MCE Investments in a
private placement to various institutional investors, including the grant of an over-allotment option of up
to 117,075,000 shares to a stabilizing agent. MCE Investments then used the proceeds of the placing
transaction to subscribe to an equivalent number of 981,183,700 shares in the Company.

The offer and the subscription of new shares as a result of the Placing and Subscription Transaction is
an exempt transaction under SRC Rule 10.1 (k) and {I}.
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Undertaking to Provide Annual Report

The Corporation undertakes to provide without charge to each stockholder with a copy of its Annual
Report upon written request to the Registrant addressed to:

MELCO CROWN (PHILIPPINES) RESORTS CORPORATION

OFFICE OF THE CORPORATE SECRETARY
21* Floor, Philamlife Tower, 8767 Paseo de Roxas, Makati City

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, | cerfify that the information set
forth in this report is true, complete and correct. This report is signed in Makati City on this 21* day of
May 2013.

MELCO CROWN (PHILIPPINES) RESORTS
CORPORATION

By:
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Melco Crown (Philippines) Resorts Corporation is responsible for the preparation
and fair presentation of the financial statements for the years ended December 31, 2012 and 2011,
including the additional components aftached therein, in accordance with Philippine Financial
Reporting Standards. This responsibility includes designing and implementing internal controls
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or eror, selecting and applying appropriate accounting policies,
and making accounting estimates that are reasonable in the ciccumstances.

The Board of Directors reviews and approves the financial statements and submits the same to the
stockholders.

SyCip Gorres Velayo & Co., the independent auditors, appointed by the shareholders, has examined
the financial statements of the company in accordance with Philippine Standards on Auditing, and in
its report to the stockholders, has expressed its opinion on the faimess of presentation upon
completion of such examination.

YUK MAN CHUNG
President & Chiairman of the Board

GEOFFREY STUART DAVIS
Treasurer

Signed this 9" day of April 2013
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INDEPENDENT AUDITORS® REPORT

The Stockholders and the Board of Directors
Melco Crown (Philippines) Resorts Corporation
10" Floor, Liberty Center, 104 H.V. dela Costa St.
Salcedo Village, Makati City

We have audited the accompanying consolidated financial statements of Melco Crown (Philippines)
Resorts Corporation (formerly Manchester [nternational Holdings Unlimited Corporation) and
Subsidiaries, which comprise the consolidated balance sheets as at December 31, 2012 and 2011, and
the consolidated statements of comprehensive income, statements of changes in equity and statements
of cash flows for each of the three years in the period ended December 31, 2012, and a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statementis

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such infernal control
as management determines is necessary to enable the preparation of consclidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers infernal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion,

LTI R

A membar firm of Emst & Younp Globol Limited
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Meleo Crown (Philippines) Resorts Corporation (formerly Manchester
International Holdings Unlimited Corporation) and Subsidiaries as at December 31, 2012 and 2011,
and their financial performance and their cash flows for each of the three years in the period ended
December 31, 2012 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

Rat E lece

Roel E. Lucas

Partner

CPA Certificate No. 93200

SEC Accreditation No. 1079-A (Group A),
February 3, 2011, valid until February 2, 2014

Tax Identification No, 191-180-015

BIR Accreditation No. 08-001998-95-2011,
February 4, 2011, valid vuntil February 3, 2014

PTR No. 3669694, January 2, 2013, Makati City

April 9, 2013
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND

SUBSIDIARIES

(Formerly Manchester International Holdings Unlimited Corporation)

CONSOLIDATED BALANCE SHEETS

December 31,
2012 2011
ASSETS
Current Assels
Cash and cash equivalents (Notes 6, 21 and 22) £1,143,767,970 B381,099,825

Trade and other receivables (Notes 7, 16, 21 and 22) - 281,815,862
Inventories (Note 8) - 160,440,252
Advances to suppliers and other current assets (Note 9) 512,078 32,883,061
Total Current Assets 1,144,280,048 886,239,000
Noncurrent Assets
Property, plant and equipment (Note 10) - 418,459,062
Land at revalued amount (Note 11) - 112,195,000
Retirement benefit asset (Nate 18) - 4,534,651
Other noncurrent assets (Notes 12, 21 and 22) - 15,026,714
Total Noncurrent Assets — 550,215,427

£1,144,286,048

P1,436,454,427

LIABILITIES AND EQUITY

Current Liabilities

Trade and other payables (Notes 13, 21 and 22) £46,838,317 306,331,341
Qutput tax payable - 21,817,568
Total Current Liabilities 46,838,317 328,148,909
Noncurrent Liabilities
Deferred tax liabilities — net (Note 17) - 9,610,140
Long-term sick leave benefit liability (Note 18) - 34,971,400
Total Noncurrent Liabilities - 44,581,540
Equity
Capital stock (Note 14) 562,500,000 562,500,000
Additional paid-in capital (Note 14) 92,679,327 51,629,327
Revaluation increment in Jand — net of deferred tax liability (Note 11) - 60,617,200
Retained earnings (Note 14) 730,776,531 677,491,578
Cost of treasury shares held (Note 14) (288,514,127) (288,514,127)
Total Equity 1,097,441,731 1,063,723,978
£1,144,280,048  PI 436,454,427

See accompanying Notes to Consolidated Financial Statements.
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND

SUBSIDIARIES

(Formerly Manchester International Holdings Unlimited Corporation)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31,

2012 2011 2010

INTEREST INCOME (Note 6) 1,278,976 1,221,593 £1,401,231
LOSS ON SALE OF SUBSIDIARIES (Note 5) (43,808,475) - -
OPERATING EXPENSES (Note 15) {2,328,496) (364,440) (114,596)
(LOSS) INCOME BEFORE INCOME TAX (44,857,995) 857,153 1,286,635
PROVISION FOR INCOME TAX (Note 17) - - —
(L0SS) INCOME FROM CONTINUING

OPERATIONS (44,857,995) 857,153 1,286,635
NET INCOME FROM DISCONTINUED

OPERATIONS, AFTER TAX (Note 5) 11,546,948 £8,694,190 133,264,153
NET (LOSS) INCOME (33,311,047) 89,551,343 134,580,788
OTHER COMPREHENSIVE INCOME — - —
TOTAL COMPREHENSIVE (LOSS) INCOME (33,311,047) P89,551,343 P134,580,788
Basie/Diluted Net (Loss) Income Per Share for

Continuing Operations (Note 19) ®0.109) £0.002 £0.003
Basic/Diluted Net Income Per Share for

Discontinued Operations (Note 19) £0.028 B0.215 P0.323

See accompanying Netes 1o Consolidated Financial Statements,
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND

SUBSIDIARIES

(Formerly Manchester Infernational Holdings Unlimited Corporation)

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,
2012 2011 2010
(Note 5) (Note 5} {Note 5)
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) incomne before tax from continuing operations (B44,857,995) P857,153 B1,286,635
Income before tax from discontinued operations (Note 5) 15,262,583 123,188,148 186,626,938
Net (loss) income before tax (29,595,412) 124,045,301 187,913,623
Adjustments for:
Loss on sale of subsidiaries (Note 5) 43,808,475 - -
Interest income (Note 6) (1,278,%76) (1,221,593) {1,401,231)
Operating income before working capital changes 12,934,087 122,823,708 186,512,392
Changes in current assets and liabilities:
Increase in advances to suppliers and other current
assets (212,858) (149.219) (150,000)
Increase (decrease) in trade and other payables 2,204,284 (177,500) 287,500
Net cash generated from operations 14,925,513 122,496,989 186,649,892
Income tax paid - - -
Interest received 1,278,976 1,221,593 1,401,231
Net cash provided by operating activities 16,204,489 123,718,582 188,051,123
CASH FLOW FROM AN INVESTING ACTIVITY
Net proceeds from sale of investments in subsidiaries
(Note 5) 784,824,976 - —
CASH FLOW FROM A FINANCING ACTIVITY
Additional paid-in capital (Note 14) 41,050,000 — —
NET INCREASE IN CASH AND CASH
EQUIVALENTS 842,079,465 123,718,582 188,051,123
NET CASH FLOWS FROM DISCONTINUED
OPERATIONS (Note 5) {79,411,320) (84,649,711) {95,293,047)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 381,099,825 342,030,954 246,272,878
CASH AND CASH EQUIVALENTS
AT END OF YEAR 21,143,767,970  B381,090,825  B342,030,954

See accompanying Notes to Consolidated Financial Statements.
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND
SUBSIDIARIES
(Formerly Manchester International Holdings Unlimited Corporation

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Business
(a) Corporate Information

Melco Crown (Philippines) Resorts Corporation (formerly Manchester International Holdings
Unlimited Corporation (herein referred to as “MCP” or the “Parent Company™) and its
subsidiaries (collectively referred fo as the “Group™) is incorporated in the Philippines and
registered with the Philippine Securities and Exchange Commission (the “SEC”). The shares
of stock of the Parent Company are publicly traded in the Philippine Stock Exchange (the
“PSE‘”)-

The Parent Company is engaged in acquiring investments and securities, Its principal place of
business is the Philippines and its registered office address is Canlubang Industrial Estate, Bo.
Pittland, Cabuyao, Laguna.

On March 5, 2013, the SEC approved the amendments to the articles of incorporation of MCP
for change of its corporate name to Meleo Crown (Philippines) Resorts Corporation and its
registered address to 10th Floor, Liberty Center, 104 H.V. dela Costa St., Salceda Village,
Makati City, which were approved by the stockholders of MICP on February 19, 2013.

On December 19, 2012, immediately after the Acquisition Transaction as disclosed in Note
1(b), the ultimate holding company of MCP is Melco Crown Entertainment Limited (referred
to as “MCE"), a company incorporated in the Cayman Islands with its American depository
shares are fraded on the NASDAQ Global Select Market in the United States of America and
its ordinary shares are traded on the Main Board of The Stock Exchange of Hong Kong
Limited in the Hong Kong Special Administrative Region of the People’s Republic of China
(*Hong Kong™).

The accompanying consolidated financial statements were approved and authorized for issue
in accordance with a resolution by the Board of Directors (*BOD”) on April 9, 2013.

(b} Change in Structure and Ownership of MCP

On December 7, 2012, MCE, through its wholly-owned indirect subsidiaries, MCE
(Philippines) Investments Limited (“MCE Investments™) and MCE (Philippines) Investments
No. 2 Corporation (“MCE Investments No, 2”) entered info an acquisition agreement (the
“Acquisition Agreement™) with the major shareholders of MCP, Interpharma Holdings &
Management Corporation (“Interpharma™) and Pharma Industries Holdings Limited
(collectively referred to as the “Selling Shareholders™), companies incorporated under the
Philippine laws, subject to certain conditions precedent, to acquire from the Selling
Shareholders an aggregate of 93.06% of the issued share capital of MCP (the “Proposed
Acquisition™).
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On December 7, 2012, pursuant to the terms of the Acquisition Agreement, MCP entered into
a deed of assignment with Interpharma in respect of the sale of its ownership interest in its
wholly-owned subsidiary, Interphil Laboratories, Inc. (“Interphil”). On the same date, MCP
also entered into a similar deed of assignment with Mercator Holdings and Management
Corporation, in respect of the sale of its ownership interest in its wholly-owned subsidiary,
Lancashire Realty Holding Corporation (“Lancashire™) (the “Subsidiaries Sale Transaction™).

Immediately before the completion of the Proposed Acquisition on December 19, 2012,
pursuant to the terms of the Acquisition Agreement, the Selling Shareholders of MCP
transferred cash of 241,050,000 to MCP as its capital contribution.

The Proposed Acquisition was completed on December 19, 2012, MCE, through MCE
Investments No.2 and MCE Investments acquired 255,270,156 Class A shares (61.95%) and
128,211,204 Class B shares (31.11%) in MCP, respectively, in aggregate representing 93.06%
equity shares of MCP from the Selling Shareholders (the “Acquisition Transaction™).

On December 27, 2012, MCE Investments sold 20,191,100 Class B shares in MCP (4.9%) to a
third party.

As of December 31, 2012, MCE through MCE Investments and MCE Investments No.2, held
an indirect ownership in MCP of 88.16%.

2. Summary of Significant Accounting Policies

Basis of Preparation
The consolidated financial statements have been prepared on a historical cost basis, except for

land which is carried at revalued amount and available-for-sale financial asset which is carried at
fair value. The consolidated financial statements are presented in Philippine peso, the Group’s
functional and presentation currency. All values are rounded off to the nearest peso, unless
otherwise indicated.

Statement of Compliance
The Group’s consolidated financial statements have been prepared in conformity with Philippine

Financial Reporting Standards (“PFRS™). PFRS includes both standard titles PFRS and Philippine
Accounting Standards (“PAS™) and Philippine Inferpretations based on equivalent interpretations
from International Financial Reporting Interpretations Committee (“IFRIC™) as issued by the
Financial Reporting Standards Couneil (“FRSC™),

Basis of Consalidation

The consolidated financial statements comprise the financial statements of the Parent Company
and the following subsidiaries up to the period ended December 6, 2012 as a result of the
Subsidiaries Sale Transaction as disclosed in Note 1(b):

Percentage of
Effective Ownership
December 31,
Company 2012 2011  Nature of Business
Interphil - 100%  Manufacturing
Lancashire - 100%  Rezl Estate

All of the Parent Company’s subsidiaries were incorporated in the Philippines.
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The financial statements of the subsidiaries are prepared for the same reporting period as the
Parent Company, using consistent accounting policies. All intra-company balances, income and
expenses and unrealized gains and losses resulting from intra-company transactions are eliminated
in full,

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Parent
Company obtains control, and continue to be consolidated until the date that such control ceases.

Deconsolidation of subsidiaries due to loss of control is accounted for as follows:

= Derecognize the assets and liabilities of the subsidiaries

* Derecognize the revaluation increment in land, recorded in equity

* Recognize the fair value of the consideration received

* Recognize any surplus or deficit in profit or loss

* Reclassify results of operations of the subsidiaries under net income from discontinued
operations

Cash and Cash Equivalents

Cash includes cash on hand and cash in banks, Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of three
months or less from dates of acquisitions and that are subject to an insignificant risk of change in
value.

Financial Assets and Liabilities

Date of Recognition. The Group recognizes a financial asset or a financial liability in the
consolidated balance sheets when it becomes a party to the contractual provisions of the
instrument. In the case of a regular way purchase or sale of financial assets, recognition and
derecognition, as applicable, are done using trade date accounting,

Initial and Subsequent Recognition of Financial Instruments, Financial instruments are
recognized initially at fair value, which is the fair value of the consideration given (in case of an
asset) or received (in case of a liability). The initial measurement of financial instruments, except
for those at fair value through profit or loss, includes transaction cost.

The Group classifies its financial assets in the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments or available-for-sale
financial assets. Financial liabilities are classified as financial liabilities at fair value through
profit or loss or other financial liabilities. The classification depends on the purpose for which the
instruments were acquired or Habilities incurred and whether they are quoted in an active market.
Management determines the classification at initial recognition and, where allowed and
appropriate, re-evaluates this classification at every balance sheet date. The Group has no
financial assets or liabilities at fair value through profit or loss and held-to-maturity investments as
of December 31, 2012 and 2011 and has no available-for-sale financial assets as of December 31,
2012 after the Subsidiaries Sale Transaction.

Determination of Fair Value. The fair value of financial instruments traded in active markets at
balance sheet date is based on their quoted market price or dealer price quotations (bid price for
long positions and asking price for short positions), without any deduction for transaction costs.
When current bid and asking prices are not available, the price of the most recent transaction
provides evidence of the current fair value as long as there has not been a significant change in
economic circtunstances since the time of the transaction,
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For all other financial instruments not listed in an active market, the fair value is determined by
using appropriate valuation techniques. Valuation techniques include net present value
techniques, comparison to similar instruments for which observable market prices exist, options
pricing models, and other relevant valuation models.

“Day 1" Profit. Where the transaction price in a non-active market is different from the fair value
of other observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Group recognizes the
difference between the transaction price and fair value (a “Day 17 profit) in the consolidated
statements of comprehensive income unless it qualifies for recognition as some other type of asset.
In cases where unobservable data is used, the difference between the fransaction price and model
value is only recognized in the consolidated statements of comprehensive income when the inputs
become observable or when the instrument is derecognized. For each transaction, the Group
determines the appropriate method of recognizing the “Day 1” profit amount.

Loans and Receivables. Loans and receivables are nonderivative financial assets with fixed or
determinable payments and fixed maturities that are not quoted in an active market, After initial
measurement, loans and receivables are subsequently carried at amortized cost using the effective
interest method, less any allowance for impairment. Amortized cost is calculated by taking into
account any discount or premium on acquisition and includes fees and costs that are an integral
part of the effective interest. Gains and losses are recognized in the consolidated statements of
comprehensive income when the loans and receivables are derecognized or impaired, as well as
through the amortization process. Loans and receivables are included in current assets if maturity
is within 12 months from the balance sheet date, otherwise, these are classified as noncurrent
assets.

This category includes cash and cash equivalents, trade and other receivables and deposits. The
carrying values and fair values of loans and receivables are disclosed in Note 22,

Available-for-sale Financial Assets. Available-for-sale financial assets are those nonderivative
financial assets that are not classified as fair value through profit or loss, loans and receivable or
held-to-maturity investments. These are purchased and held indefinitely, and maybe sold in
response to liquidity requirements or changes in market conditions. After initial recognition,
available-for-sale financial assets are measured at fair value with unrealized gains or losses being
recognized in the “Other comprehensive income” under the consolidated statements of
comprehensive incorne. When the investment is disposed of, the cumulative gain or loss
previously recorded in other comprehensive income is recorded as part of profit or loss in the
consolidated statements of comprehensive income, Interest earned on the investments is reported
as interest income using the effective interest method. Dividends earned on investments are
recognized in the consolidated statements of comprehensive income when the right to receive
payment has been established. Available-for-sale financial assets are classified as noncurrent
assets unless the intention is fo dispose such assets within 12 months from balance sheet date.

The fair value of available-for-sale financial assets consisting of any investments that are actively
traded in organized financial markets is determined by reference to quoted market bid prices at the
close of business on the balance sheet date.

The Group classified its investment in shares of a certain country club as available-for-sale
financial asset. The carrying value and fair value of the available-for-sale financial asset, which is
presented as part of “Other noncurrent assets™ account in the consolidated balance sheet, is
disclosed in Note 22.
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Other Financial Liabilities. This category pertains to financial liabilities that are not held for
trading or not designated as at fair value through profit or loss upon the inception of the Hability.
These include liabilities arising from operations and loans and borrowings.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method, Gains and losses are recognized in the
consolidated statements of comprehensive income when the liabilities are derecognized as well as
through amortization process. Other financial Habilities are included in current liabilities if
maturity is within 12 months from the balance sheet date otherwise, these are classified as
noncurrent liabilities.

This category includes trade and other payables. The carrying values and fair values of other
financial liabilities are disclosed in Note 22,

Impairment of Financial Assets
The Company assesses at each balance sheet date whether there is any objective evidence that a

financial asset or group of financial assefs is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asset (an incurred
“loss event”) and that loss event has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Objective evidence of
impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptey or other financial reorganization and where observable
data indicate that there is a measurable decrease in the estimated future cash flows, such as
changes in arrears ot economic conditions that correlate with defaults.

Assets Carried at Amortized Cost. If there is objective evidence that an impairment loss on loans
and receivables carried at amortized cost has been incurred, the amount of loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the financial asset’s original effective interest rate. The carrying amount of
the asset shall be reduced either directly or through the use of an allowance account. The amount
of loss shall be charged to current operations. Interest income continues to be accrued on the
reduced carrying amount based on the original effective interest rate of the asset, Loans and
receivables together with the associated allowance are written-off at each balance sheet date when
there is no realistic prospect of future recovery and all collateral has been realized or has been
transferred to the Group.

The Group first assesses whether an objective evidence of impairment exists individually for
financial assets that are individually significant, or collectively for financial assets that are not
individually significant, If it is determined that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group of financial assets is
collectively assessed for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognized are not included in a collective
assessment of impairment,

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognized in the consolidated statements of comprehensive income to the extent that the carrying
value of the asset does not exceed its amortized cost at the reversal date.
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Available-for-sale Financial Assets. In the case of equity investment classified as available-for-
sale financial assets, objective evidence of impairment would include a significant or prolonged
decline in the fair valve of the investment below its cost. When a decline in the fair value of an
available-for-sale financial asset has been recognized in the other comprehensive income account
and there is objective evidence that the asset is impaired, the cumulative loss that had been
recognized in other comprehensive income account is reclassified to profitor lossas a
reclassification adjustment even though the financial asset has not been derecognized. The
amount of the cumulative loss that is reclassified from other comprehensive income to profit or
loss is the difference between the acquisition cost (net of any principal repayment and
amortization) and current fair value, less any impairment loss on that financial asset previously
recognized in profit or loss. Impairment losses recognized in profit or loss for an investment in an
equity instrument are not reversed in profit or loss. Subsequent increases in the fair value after
impairment are recognized directly in “Cther comprehensive income” account.

Derecognition of Financial Assets and Liabilifies
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or part of a
group of similar financial assets) is derecognized when:

» the rights to receive cash flows from the asset have expired;

» the Group retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a “pass-through™ arrangement;
or

»  the Group has transferred its rights to receive cash flows from the asset and either (&) has
transferred substantially all the risks and rewards of the asset, or {b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control
of the asset, the asset is recognized to the extent of the Group’s continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Financigl Liabilities. A financial liability is derecognized when the obligation under the liability
is discharged, or cancelled or has expired. Where an existing financial liability is replaced by
another from the same lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying
amounts is recognized in the consolidated statements of comprehensive income.

Offsetting of Financial Instruments

Financial assets and liabilities are offset and the net amount is reported in the consolidated balance
sheets if, and only if, there is currently enforceable legal right to offset the recognized amounts
and there is an intention to settle on a net basis, or to realize the asset and seitle the liability
simultaneously. This is generally not the case with master neiting agreements and the related
assets and labilities are presented at gross amounts in the consolidated balance sheets.
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Inventories
Inventories are carried at the lower of cost and net realizable value. Costs incurred in bringing
gach product to its present location and condition is accounted for as follows:

Goods in process - costincludes direct materials and labor, determined
using the specific identification method, and a
proportion of manufacturing overhead costs based
on normal operating capacity byt excluding
borrowing costs; and

Finished goods, raw and packaging
materials and supplies - cost determined on a first-in, first-out basis.

Net realizable value of goods in process is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and the estimated costs necessary to make the
sale. Net realizable value of finished goods, raw and packaging materials and supplies is the
current replacement cost,

Property, Plant and Equipment and Land at Revalued Amount

Property, plant and equipment, except land (presented as “Land at revalued amount” account in
the consolidated balance sheets), are stated at cost, excluding the costs of day-to-day servicing,
less accumulated depreciation, amortization and any impairment in value. Revaluation of the land
is generally made every three to five years, depending on the movement of the fair value, Any
increase in the carrying amount of the land as a result of the revaluation is recognized in other
comprehensive income and accumulated in equity under the heading “Revaluation increment in
land”, net of the related deferred tax lability.,

The initial cost of property, plant and equipment consists of its purchase price and any directly
attributable costs in bringing the asset to its working condition and location for its intended use,
Such cost includes the cost of replacing part of such property, plant and equipment when that cost
is incurred and the recognition criteria are met. The cost of buildings and leasehold improvements
is inclusive of capitalized borrowing costs incurred in connection with the construction. Property,
plant and equipment also includes, if any, costs of dismantlement, removal or restoration, the
obligation for which the entity incurs when it installs or uses the assets.

Depreciation and amortization are computed using the straight-line basis over the following
estimated useful lives of the assets:

Classification Estimated Useful Life

Buildings 30 years

Leasehold improvements 5 years or term of lease, whichever is shorter
Machinery and equipment 3—7 years

Office furniture, fixtures and equipment 3 years

The assets’ residual values, useful lives and depreciation and amortization method are reviewed,
and adjusted if appropriate, at each balance sheet date, fo ensure that the periods and method of
depreciation and amortization are consistent with the expected pattern of economic benefits from
the items of property, plant and equipment.

When each major inspection is performed, its cost is recognized in the carrying amount of the
property, plant and equipment as a replacement, if the recognition criteria are satisfied,
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When assets are retired or otherwise disposed of, the cost and the related accumulated
depreciation, amortization and any impairment in value are removed from the accounts and any
resulting gain or loss is credited or charged to the consolidated statements of comprehensive
income,

Fully depreciated assets are retained in the accounts until they are no longer in use and no further
depreciation is charged to current operations.

Construction in progress represents structures under construction and is stated at cost. This
includes cost of construction, equipment and other direct costs. Construction in progress is not
depreciated until such time that the relevant assets are completed and put into operational use.

Investment in Gel Pacific, Inc. (*GPI”) (included under “Other noncurrent assets” account)

Interphil has a 33.33% ownership interest in GPJ, a joint venture company. A joint venture is a
confractual arrangement whereby two or more parties undertake an economic activity that is
subject to joint control. The Group recognized its interest in GPI using the equity method. Under
the equity method, the investment in joint venture was carried in the consolidated balance sheets at
cost adjusted for post-acquisition changes in the Group’s share in net assets of the joint venture,
less any impairment in value. The consolidated statements of comprehensive income reflected the
Group’s share in the results of operations of the joint venture. Unrealized gains arising from
transactions with the joint venture were eliminated to the extent of the Group’s inferest in the joint
venture against the related investment. Unrealized losses were eliminated similarly but only to the
extent that there was no evidence of impairment of the asset transferred.

The Group discontinued recognizing its share of further losses when its share equals or exceeds its
interest in the joint venture. The Group’s interest was the carrying amount of the investment in
the joint venture together with any long-term interests that, in substance, form part of the Group’s
net investment. Losses recognized under the equity method in excess of the Group’s investment
in ordinary shares were applied to the other components of the Group’s interest in the reverse
order of their seniority (i.e. priority in liquidation).

The financial statements of GPI were prepared for the same reporting period as the Group, using
consistent accounting policies.

Impairment of Nonfinancial Assets

The carrying values of nonfinancial assets (e.g., property, plant and equipment and investment in
GPT) are reviewed for impairment whenever events or changes in ¢circumstances indicate that the
carrying values may not be recoverable. If any such indication exists and where the carrying
values exceed the estimated recoverable amounts, the assets or cash-generating units are written
down to their recoverable amounts, The recoverable amount of the asset is the greater of fair
value less costs to sell or vatue in use. The fair value is the amount obtainable from the sale of an
asset in an arm’s length fransaction between knowledgeable and willing parties. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pretax
discount rate that reflects current market assessment of the time value of money and the risks
specific to the asset, For an assef that does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset belongs.
Impairment loss, if any, is recognized in the consolidated statements of comprehensive income in
those expense categories consistent with the function of the impaired asset, except for land carried
at revalued amount where the revaluation was taken to other comprehensive income. In this case,
the impairment is also recognized in other comprehensive income up to the amount of any
previous revaluation.
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An assessment is made at each balance sheet date as to whether there is any indication that
previously recognized impairment losses, if any, may no longer exist or may have decreased, If
such indication exists, the recoverable amount is estimated. A previously recognized impairment
loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognized. If that is the case, the canrying
amount of the asset is increased fo its recoverable amount. That increased amount cannot exceed
the carrying amount that would have been determined, net of depreciation and amortization (in
case of property, plant and equipment), had no impairment loss been recognized for the asset in
prior years. Such reversal is recognized in the consolidated statements of comprehensive income
except for land carried at revalued amount, in which case the reversal is treated as a revaluation
increase. After such a reversal, the depreciation and amortization charges are adjusted in future
periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic
basis over its remaining useful life,

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation, If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessment
of the time value of money and, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as an
interest expense.

Capital Stock
Capital stock is measured at par value for all shares issued. Incremental costs incurred that are

directly attributable to the issuance of new shares are shown in equity as a deduction from
proceeds, net of tax. Proceeds and/or fair value of consideration received in excess of par value, if
any, are recognized as additional paid-in capital.

Retained Earnings
Retained earnings represent the Group’s net accurnulated earnings less cumulative dividends

declared. Retained earnings may also include effect of changes in accounting policy as may be
required by the standards’ transitional provisions or amendments to the standards.

Treasury Shares
The Parent Company’s equity instruments which are reacquired are classified as treasury shares,

and are deducted from equity at acquisition cost. No gain or loss is recognized in the consolidated
statements of comprehensive income on the purchase, sale, issue or cancellation of the Parent
Company’s equity instruments,

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits associated with

the transaction will flow to the Group and the amount of the revenue can be measured reliably.
The Group assesses its revenue arrangements against specific criteria in order to determine if it is
acting as principal or agent. The Group has concluded that it is acting as a principal in all its
revenue arrangements,
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The following specific recognition criteria must also be met before revenue is recognized:

*  Revenues from rendering tolling, planning, materials procurement and other technical and
quality control services are recognized by reference to the completion of physical units of a
cortract,

» Revenue from sale of goods are recognized at fair value of the consideration received when
the rewards of ownership of the goods have passed to the buyer upon delivery.

* Rent income (shown as part of “Other income™) is recognized on straight-line basis over the
lease term. For income tax reporting purposes, rent revenue under operating lease
arrangements are treated as taxable income in conformity with the terms of the Iease
agreements or upon receipt of payment, whichever comes first.

= Interest income is recognized on a time proportionate basis that reflects the effective yield on
the asset.

Discontinuved Operations

In the consolidated statements of comprehensive income of the reporting period, and of the
comparable period of the previous years, income and expenses from discontinued operations are
reported separately from income and expenses from continuing operations, down to the level of
profit after taxes.

Expenses Recognition
Expenses are decreases in economic benefits during the accounting period in the form of outflows

or decrease of assets or incurrence of liabilities that result in decreases in equity, other than those
relating to distributions to equity participants. Expenses are recognized in the consolidated
statements of comprehensive income in the period these are incurred.

Retirement Benefits

Interphil has a funded, defined noncontributory retirement plan covering all regular full-time
employees, which is administered by a Board of Trustees. Retirement expense is determined
using the projected unit credit actuarial valuation method, Actuarial gains and losses are
recognized as income or expense when the net cumulative unrecognized actuarial gains and losses
for the plan at the end of the previous reporting year exceeded 10% of the higher of the defined
benefit obligation and the fair value of plan assets at that date. These gains or losses are
recognized over the expected average remaining working lives of the employees participating in
the plan.

The past service cost, if any, is recognized as an expense on a straight-line basis over the average
period until the benefits become vested. If the benefits immediately vest following the
introduction of, or changes to, a pension plan, past service cost is recognized immediately.

The retirement benefits liability is the aggregate of the present value of the defined benefit
obligation and net actuarial gains and losses not recognized, reduced by past service cost not yet
recognized and the fair value of plan assets out of which the obligations are to be settled directly.
If such aggrepate is negative, the asset is measured at the lower of such aggregate or the aggregate
of cumulative unrecognized net actuarial losses and past service cost and the present value of any
economic benefits available in the form of refunds from the plan or reductions in the future
contributions to the plan,
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If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past
service cost and the present value of any economic benefits available in the form of refunds from
the plan or reductions in the future contributions to the plan, net actuarial losses of the current
period and past service cost of the current period are recognized immediately fo the extent that
these exceed any reduction in the present value of those economic benefits, If there is no change
or an increase in the present value of the economic benefits, the entire net actuarial losses of the
current period and past service cost of the current period are recognized immediately. Similarly,
net actuarial gains of the current period after the deduction of past service cost of the current
period exceeding any increase in the present value of the economic benefits stated above are
recognized immediately if the asset is measured at the aggregate of cumulative unrecognized net
actuarial losses and past service cost and the present value of any economic benefits available in
the form of refunds from the plan or reductions in the future contributions to the plan. Ifthere is
no change or a decrease in the present value of the economic benefits, the entire net actuarial gains
of the current period after the deduction of past service cost of the current period are recognized
immediately.

Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of
the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset. A reassessment is made after inception of the lease only if one of the following applies:

(a) There is a change in confractual terms, other than a renewal or extension of the arrangement;

(b) A renewal option is exercised or extension granted, unless the term of the renewal or
extension was initially included in the lease term;

{c) There is a change in the determination of whether fulfillment is dependent on a specified asset;
or

{d) There is a substantial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios (a), (c) or {d) and at the date of
renewal or extension period for scenario (b).

As a lessor. Leases where the Group does not transfer substantially all the risks and benefits
incidental to ownership of the leased asset are classified as operating leases. Initial direct costs
incurred in negotiating an operating lease are added to the carrying amount of the leased asset and
recognized over the lease term on the same bases as rent income. Contingent rents are recognized
as revenue in the period in which they are earned.

As alessee. Operating lease payments are recognized as an expense in the consolidated statements
of comprehensive income on a straight-line basis over the lease term.

For income tax reporting purposes, expenses under operating lease arrangements are treated as
deductible expenses in conformity with the terms of the lease agreements,
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Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that

necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective assets. All other borrowing costs are expensed in
the period they are incurred, Borrowing costs consist of interest and other costs that an entity
incurs in connection with the borrowing of funds. For income tax reporting purposes, borrowing
costs are treated as deductible expense in the year such are incurred.

Foreign Currency Transactions

The Group’s financial statements are presented in the Philippine peso, the functional currency of
the Group, Transactions in foreign currencies are initially recorded at the functional currency rate
at the date of the transaction. Monetary assets and Jiabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange at the balance sheet date. All differences
are taken to the consolidated statements of comprehensive income. All exchange rate differences
including those arising on the setflement of monetary items at rates different from those at which
these were recorded are recognized in the consolidated statements of comprehensive income in the
year in which the differences arise.

For income tax reporting purposes, exchange gains or losses are treated as taxable income or
deductible expense in the year these are realized.

Income Tax

Current Toxe. Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the tax authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted as of the balance
sheet date.

Deferred Tax. Deferred tax is provided using the liability method on temporary differences at the
balance shest date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes. Deferred tax liabilities are recognized for all taxable temporary
differences, except:

* where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

* inrespect of taxable temporary differences associated with investments in subsidiaries and
interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable
future,

Deferred tax assets are recognized for all deductible temporary differences, carryforward benefits
of unused excess of minimum corporate income tax (“MCIT”) over regular corporate income tax
(“RCIT”) and net operating loss carryover (“NOLCO™), to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the
carryforward benefits of unused excess of MCIT over RCIT and NOLCO can be utilized, except:

*  where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and
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* in respect of deductible temporary differences associated with investments in subsidiaries and
interests in joint ventures, deferred tax assets are recognized only to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilized,

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow ali or
part of the deferred tax asset to be utilized,

Unrecognized deferred tax assets are reassessed af each balance sheet date and are recognized to
the extent that it has become probable that future taxable profit will allow the deferred tax assets to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the assets are realized or the liabilities are settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the balance sheet date.

Deferred tax relating to items recognized outside profit or loss is recognized in correlation to the
underlying transaction either in other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to
offset current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same tax authority.

Value-Added Tax (“VAT”). Revenue, expenses and assets are recognized net of the amount of
value-added tax except:

* where the VAT incurred on a purchase of assets or services is not recoverable from the tax
authority, in which case the VAT is recognized as part of the cost of acquisition of the asset or
as part of the expense item as applicable; and

= receivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the tax authority is included under
“Advances to suppliers and other current assets” or “Output tax payable® accounts, respectively, in
the consolidated balance sheets.

Net (Loss) Income Per Share

Basic net (loss) income per share is determined by dividing net (loss) income by the weighted
average number of common shares issued and outstanding during the year. Diluted net (loss)
income per share is computed in the same manner, adjusted for the dilutive effect of any potential
common shares.

Since the Group has no potential dilutive common shares, basic and diluted net (loss) income per
share are stated at the same amount.
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Segment Reporting

A segment is a distinguishable component of the Group that is engaged either in providing
produets or services within a particular economic environment subject to risks and rewards that are
different from those of other segments, which operating resuits are regularly reviewed by the chief
operating decision maker to make decisions about how resources are to be allocated to each of the
segments and to assess their performances, and for which discrete financial information is
available,

Immediately before the Subsidiaries Sale Transaction on December 7, 2012, for management
purposes, the Group is organized and managed under a single business segment, the
manufacturing business, which is the basis upon which the Group reports its segment information.
Revenue from sales and cost of sales and services are presented in the consolidated statements of
comprehensive income.

After the Subsidiaries Sale Transaction, the Group did not present the segment reporting as the
Group had no revenue and incurred insignificant expenses for the period from December 7, 2012
to December 31, 2012.

Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. These are

disclosed in the notes to consolidated financial statements unless the possibility of an outflow of
resources embodying economic benefits is remote. Contingent assets are not recognized in the
consolidated financial statements but are disclosed in the notes to consolidated financial
statements when an inflow of economic benefits is probable.

Subsequent Events
Post year-end events that provide additional information about the Group’s financial position at

the balance sheet date (adjusting events) are reflected in the consolidated financial statements.
Post year-end events that are not adjusting events are disclosed in the notes to consolidated
financial statements when material.

Accounting Policies Effective During the Year and Future Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year, except for
adoption of the following armendments to existing PFRS and PAS as of January 1, 2012, The
adoption of these amended PFRS and PAS had no significant impact on the consolidated financial
statements:

* PFRS 7, Financial Instruments: Disclosures - Transfers of Financial Assets (Amendments)
» PAS 12, Income Taxes - Deferred Tux: Recovery of Underlying Assets (Amendments)

Standards Issued But Not Yet Effective

Standards issued but not yet effective up to the date of issuance of the consolidated financial
statements are listed below. This listing of standards and interpretations issued are those that the
Group reasonably expects to have an impact on disclosures, financial position or performance
when applied at a future date. The Group intends to adopt these standards when they become
effective. Except as otherwise indicated, the Group does not expect the adoption of these new and
amended PFRS and Philippine Interpretations to have significant impact on the Group’s financial
position or performance,
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YPAS 1, Presentation of Financial Statements - Presentation of Items of Other
Comprehensive Income or OCI (Amendments)

The amendments to PAS 1 change the grouping of items presented in OCL Items that can be
reclassified (or “recycied”) to profit or loss at a future point in time (for example, upon
derecognition or settlement) will be presented separately from items that will never be
recycled. The amendments affect presentation only and have no impact on the Group’s
financial position or performance,

The amendment becomes effective for annual periods beginning on or after July 1, 2012,

PERS 7, Financial instruments: Disclosures ~ Offsetting Financial Assets and Financial
Liabilities (Amendments)

These amendments require an entity to disclose information about rights of set-off and related
arrangements (such as collateral agreements). The new disclosures are required for all
recognized financial instruments that are set off in accordance with PAS 32, Financial
Instruments: Presentation ~ Qffsetting Financial Assets and Financial Liabilities. These
disclosures also apply to recognized financial instruments that are subject to an enforceable
master netting arrangement or ‘similar agreement’, irrespective of whether they are set-off in
accordance with PAS 32. The amendments require entities to disclose, in a tabular format
unless another format is more appropriate, the following minimum quantitative information.
This is presented separately for financial assets and financial liabilities recognized at the end
of the reporting period:

a) The gross amounts of those recognized financial assets and recognized financial liabilities;
b) The amounts that are set off in accordance with the criteria in PAS 32 when determining
the net amounts presented in the consolidated balance sheet;
¢) The net amounts presented in the consolidated balance sheet;
d) The amounts subject to an enforceable master netting arrangement or similar agreement
that are not otherwise included in (b) above, including;
i, Amounts related to recognized financial instruments that do not meet some or all of the
offsetting criteria in PAS 32; and
fi. Amounts related to financial collateral (including cash collateral); and
e) The net amount after deducting the amounts in (d) from the amounts in (c) above.

The amendments to PFRS 7 are to be retrospectively applied and are effective for annual
periods beginning on or after January 1, 2013, The amendments affect disclosures only and
will have no impact on the Group’s financial position or performance.

PERS 10, Firancial Statements

PFRS 10 replaces the portion of PAS 27, and Separate Financial Statements, that addresses
the accounting for financial statements. It also includes the issues raised in SIC 12,
Consolidation - Special Purpose Entities, PERS 10 establishes a single control model that
applies to all entities including special purpose entities. The changes introduced by PFRS 10
will require management to exercise significant judgment to determine which entities are
controlled, and therefore, are required fo be by a parent, compared with the requirements that
were in PAS 27, The standard becomes effective for annual periods beginning on or after
January 1, 2013.
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The adoption of this standard will have no impact on the Group’s financial position or
performance.

PFRS 11, Joint Arrangements

PFRS 11 replaces PAS 31, Inferests in Joint Ventures, and SIC 13, Jointly Controlled Entities
- Non-Monetary Contributions by Venturers. PFRS 11 removes the option to account for
Jointly controiled entities using proportionate consolidation, Instead, jointly controlled entities
that meet the definition of a joint venture must be accounted for using the equity method. The
standard becomes effective for annual periods beginning on or after Januvary 1, 2013.

The adoption of this standard will have no impact on the Group’s financial position or
performance.

PFRS 12, Disclosure of Interests in Other Entities

PFRS 12 includes all of the disclosures related to financial statements that were previously in
PAS 27, Separate Financial Statements as well as all the disclosures that were previously
included in PAS 31, Interests in Joint Ventures and PAS 28, Investments in Associates. These
disclosures relate to an entity’s interests in subsidiaries, joint arangements, associates and
structured entities. A number of new disclosures are also required. The standard becomes
effective for annual periods beginning on or after January 1, 2013.

The adoption of this standard will affect disclosures only and will have no impact on the
Group’s financial position or performance.

PFRS 13, Fair Value Measurement

PFRS 13 establishes a single source of guidance under PFRSs for all fair value measurements.
PFRS 13 does not change when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under PFRS when fair value is required or permitted.
This standard should be applied prospectively as of the beginning of the annual period in
which it is initially applied. Its disclosure requirements need not be applied in comparative
information provided for periods before initial application of PFRS 13. The standard becomes
effective for annual periods beginning on or after January 1, 2013.

The Group does not anticipate that the adoption of this standard will have a significant impact
on its financial position or performance.

PAS 19, Employee Benefits (Revised)

Amendments to PAS 19 range from fundamental changes such as removing the corridor
mechanism and the concept of expected returns on plan assets to simple clarifications and
rewording, The revised standard also requires new disclosures such as, among others, a
sensitivity analysis for each significant actuarial assumption, information on asset-liability
matching strategies, duration of the defined benefit obligation, and disaggregation of plan
assets by nature and risk. The amendments become effective for annual periods beginning on
or after January 1, 2013.

The adoption of'this standard will have no impact on the Group’s financial position or
performance.
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PAS 27, Separate Financial Statements (as revised in 2011)

As a consequence of the issuance of the new PFRS 10, Financial Statements, and PFRS 12,
Disclosure of Interests in Other Entities, what remains of PAS 27 is limited to accounting for
subsidiaries, jointly controlled entities, and associates in the separate financial statements.
The amendment becomes effective for annual periods beginning on or after Janvary 1, 2013,

The adoption of this standard will have no impact on the Group’s financial position or
performance,

PAS 28, Investments in Associates and Joint Ventures (as revised in 2011)

As a consequence of the issuance of the new PFRS 11, Joint Arvangements, and PFRS 12,
Disclosure of Interests in Other Entities, PAS 28, Investments in Associates has been renamed
PAS 28, Investments in Associates and Joint Ventures, and describes the application of the
equity method to investments in joint ventures in addition fo associates. The amendment
becomes effective for annual periods beginning on or after Januvary 1, 2013,

The amendment will have no impact on the Group’s financial position or performance,

Philippine Interpretation IFRIC 20, Stripping Costs in the Production Phase of a Surface
Mine

This interpretation applies to waste removal (stripping) costs incurred in surface mining
activity, during the production phase of the mine. The interpretation addresses the accounting
for the benefit from the stripping activity. The interpretation is effective for annual periods
beginning on or after January 1, 2013.

This new interpretation is not relevant to the Group.

PAS 32, Financial Instruments: Presentation - Offsetling Financial Assets and Financial
Liabilities (Amendments)

The amendments clarify the meaning of “currently has a legally enforceable right to set-off”
and also clarify the application of the PAS 32 offsetting criteria to settlement systems (such as
central clearing house systems) which apply gross settlement mechanisms that are not
simultaneous. The amendments to PAS 32 are fo be retrospectively applied for annual periods
beginning on or after January 1, 2014,

The amendments affect presentation only and will have no impact on the Group’s financial
position or performance.
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PF¥RS 9, Financial Insiruments

PFRS 9, as issued, reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39,
Financial Instruments: Recognition and Measurement. Work on impairment of financial
instruments and hedge accounting is still ongoing, with a view to replacing PAS 39 in its
entirety. PFRS 9 requires all financial assets to be measured at fair value at initial recognition.
A debt financial asset may, if the fair value option (“FVO”) is not invoked, be subsequently
measured at amortized cost if it is held within a business model that has the objective to hold
the assets to collect the contractual cash flows and its contractual terms give rise, on specified
dates, to cash flows that are solely payments of principal and interest on the principal
outstanding. All other debt instruments are subsequently measured at fair value through profit
or Joss. All equity financial assets are measured at fair value either through other
comprehensive income (“OCI”) or profit or loss. Equity financial assets held for trading must
be measured at fair value through profit or loss. For FVO liabilities, the amount of change in
the fair value of a liability that is attributable fo changes in credit risk must be presented in
OCl. The remainder of the change in fair value is presented in profit or loss, unless
presentation of the fair value change in respect of the liability’s credit risk in OCI would
create or enlarge an accounting mismatch in profit or loss, All other PAS 39 classification and
measurement requirements for financial liabilities have been carried forward into PFRS 9,
including the embedded derivative separation rules and the criteria for using the FVO. The
standard becomes effective for annual periods beginning on or after January 1, 2015,

The adoption of the first phase of this standard will have no impact on the Group’s financial
position or performance,

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The SEC and the
FRSC have deferred the effectivity of this interpretation until the final Revenue standard is
issued by the International Accounting Standards Board (“1ASB”) and an evaluation of the
requirements of the final Revenue standard against the practices of the Philippine real estate
industry is completed.

The adoption of the interpretation when it becomes effective will have no impact on the
Group’s financial pesition or performance.

Annual Improvements to PFRSs (2009-2011 ¢ycle)
The Annual Improvements to PFRSs (2009-2011 cycle) contain non-urgent but necessary

amendments to PERSs. The amendments are effective for annual periods beginning on or after
January 1, 2013 and are applied refrospectively. Earlier application is permiited.

P¥RS 1, First-time Adoption of PFRS — Borrowing Costs

The amendment clarifies that, upon adoption of PFRS, an entity that capitalized borrowing
costs in accordance with its previous generally accepted accounting principles, may carry
forward, without any adjustment, the amount previously capitalized in its opening
consolidated balance sheet at the date of transition. Subsequent to the adoption of PFRS,
borrowing costs are recognized in accordance with PAS 23, Borrowing Cosis.

The amendment does not apply to the Group as it is not a first-time adopter of PFRS.
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PAS 1, Presentation of Financial Statements - Clarification of the requirements for
comparative information

The amendments clarify the requirements for comparative information that are disclosed
voluntarily and those that are mandatory due to retrospective application of an accounting
policy, or retrospective restatement or reclassification of items in the financial statements. An
entity must include comparative information in the related notes to the financial statements
when it voluntarily provides comparative information beyond the minimum required
comparative period. The additional comparative period does not need to contain a complete
set of financial statements. On the other hand, supporting notes for the third balance sheet
(mandatory when there is a retrospective application of an accounting policy, or retrospective
restatement or reclassification of items in the financial statements) are not required.

The amendments affect disclosures only and will have no impact on the Group’s financial
position or performance.

PAS 16, Property, Plant and Equipment - Classification of servicing equipment

The amendment clarifies that spare parts, stand-by equipment and servicing equipment should
be recognized as property, plant and equipment when they meet the definition of property,
plant and equipment and should be recognized as inventory if otherwise.

The amendment will not have any significant impact on the Group’s financial position or
performance.

PAS 32, Financial Instrumenis: Presentation - Tax effect of distribution to holders of
equity instruments

The amendment clarifies that income taxes relating to distributions to equity holders and to
transaction costs of an equity transaction are accounted for in accordance with PAS 12,
Income Taxes.

The Group expects that this amendment will not have any impact on its financial position or
performance.

PAS 34, Interim Financial Reporting - Interim financial reporting and segment
information for total assets and liabililies

The amendment clarifies that the total assets and liabilities for a particular reportable segment
need to be disclosed only when the amounts are regularly provided to the chief operating
decision maker and there has been a material change from the amount disclosed in the entity’s
previous annual financial statements for that reportable segment.

The amendment affects disclosures only and will have no impact on the Group’s financial
position or performance.
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4. Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Group’s consolidated financial statements requires management to make
judgments, estimates and assumptions. The estimates and assumptions used in the consolidated
financial statements are based upon management’s evaluation of relevant facts and circumstances
as of the date of the consolidated financial statements. Actual results could differ from such
estimates.

Judgments

In the process of applying the Group’s policies, management has made the following judgments
which have the most significant effect on the amounts recognized in the consolidated financial
statements.

Contingencies. Interphil is a defendant in certain legal cases still pending with the courts.
Management believes that the ultimate resolution of these cases will not have a material effect on
the consolidated financial statements immediately before the Subsidiaries Sale Transaction (see
Note 20).

Discontinued Operations. The Group classified Interphil and Lancashire’s results of operations
until December 6, 2012 in the consolidated statements of comprehensive income as discontinued
operations, The comparative consolidated statements of comprehensive income and consolidated
statements of cash flows were restated, as if the operation had been discontinued from the start of
the comparative periods, so as to provide some form of comparability with the new presentation
(see Note 5),

Impairment of Available-for-sale Financial Asset. The Group treats available-for-sale equity
investments as impaired when there has been a significant and prolonged decline in the fair value
below its cost or where other objective evidence of impairment exists. The determination of what
is “significant” or “prolonged” requires judgment. The Group treats “significant” generally as
20% or more and “prolonged” as greater than six months for quoted equity securities.

The carrying value of available-for-sale financial asset amounted to nil and £0.3 million as of
December 31, 2012 and 2011 (see Note 12). No impairment losses were recognized in 2012, 2011
and 2010.

Estimates and Assumptions

The key estimates and assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date that may have a significant risk of causing material
adjustments to the carrying amounts of assets and liabilities within the next financial year are
discussed below,

Estimating Allowances for Doubiful Accounts. Provisions are made for specific and groups of
accounts where objective evidence of impairment exists. The Group evaluates these accounts,
based on available facts and circumstances that affect the collectibility of the accounts, The
review is accomplished using a combination of specific and collective assessments. The Group
considers factors such as the age of the receivable, payment status and collection experience in
determining individually impaired financial assets. For the purpose of collective assessment of
impairment, financial assets are group on the basis of such credit risk characteristics as the length
of the Group’s relationship with customers, customers’ current credit status based on third party
credit reports and known market forces, average age of accounts, collection experience and
historical loss experience. The amounts and timing of recorded provision for doubtful accounts
for any period would differ if the Group made different assumptions or utilized different estimates.
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The allowance is established by charges to income in the form of provision for doubtful accounts,
An increase in the allowance for doubtful accounts would increase the recorded operating
expenses and decrease current assets. As a result of the Subsidiaries Sale Transaction, the
movement of the allowance for doubtful accounts is recognized under discontinued operations in
the consolidated statements of comprehensive income.

Trade and other receivables, net of allowance for doubtful accounts, amounted to nil and B281.8
million as of December 31, 2012 and 2011, respectively (see Note 7).

Estimating Net Realizable Values of Inventories. The Group carries its inventories at net
realizable value when these become lower than cost due to damage, physical deterioration,
obsolescence, changes in price levels or other causes. The lower of cost and net realizable value
of inventories is reviewed on a monthly basis to reflect the accurate valuation in the financial
records. There were no provision for inventory obsolescence in 2012, 2011 and 2010.

The carrying value of inventories amounted to nil and £190.4 million as of December 31, 2012
and 2011, respectively (see Note 8).

Estimating Useful Lives of Property, Plant and Equipment. The Group estimates the useful lives
of property, plant and equipment based on the period over which the assets are expected to be
available for operational use. The estimated useful lives of property, plant and equipment are
reviewed periodically and are updated if expectations differ from previous estimates due to
physical wear and tear, technical or commercial obsolescence and legal or other limits on the use
of the assets. In addition, estimation of the useful lives of property, plant and equipment is based
on collective assessment of industry practice, internal fechnical evaluation and experience with
similar assets. It is possible, however, that future results of operations could be materially affected
by changes in estimates brought about by changes in factors mentioned above. A reduction in the
estimated useful life of property, plant and equipment would increase the recorded expenses and
decrease noncurrent assets,

There were no changes made in the estimated useful lives of the Group’s property, plant and
equipment, The carrying values of property, plant and equipment amounted to nil and
£418.5 million as of December 31, 2012 and 2011, respectively (see Note 10).

Impairment of Property, Plant and Equipment and Investment in GPI. PFRS requires that an
impairment review be performed when certain impairment indicators are present. An impairment
exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less cost to sell and its value in use. The fair value less costs to
sell calculation is based on available data from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices less incremental costs for disposing of the
asset, The value in use calculation is based on a discounted cash flow model. Determining the
value of property, plant and equipment and investment in GPI, which requires the determination of
future cash flows expected to be generated from the continued use and ultimate disposition of such
assets, requires the Group to make estimates and assumptions that can materially affect the
consolidated financial statements. Future events could cause the Group to conclude that such
assets ar¢ impaired. Any resulting impairment could have a material impact on the financial
condition and resuits of operations of the Group.

The preparation of the estimated future cash flows involves judgment and estimations. While the
Group believes that its assumptions are appropriate and reasonable, significant changes in these
assumptions may materially affect the Group’s assessment of recoverable values and may lead to
future additional impairment charges under PFRS,
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The carrying values of property, plant and equipment amounted to nil and £418.5 million as of
December 31,2012 and 2011, respectively (see Note 10). The carrying values of investment and
advances amounted to nil and £6.0 million as of December 31, 2012 and 2011, respectively (see
Note 12), No impairment losses were recognized in 2012, 2011 and 2010.

Estimating Fair Value of Land. The Group used the services of an independent professional
appraiser in estimating the fair value of land. The fair value is determined based on recent prices
of similar properties with adjustments to reflect any changes in economic conditions since the date
of the transaction. The amount and timing of recorded changes in fair value for any period would
differ if the Group made a different judgment and estimate or utilized a different basis for
determining fair value, Management has determined that there is no significant movement in the
fair value of the land since its last appraisal.

The fair value of the land amounted to nil and 2112.2 million as of December 31, 2012 and 2011,
respectively (see Note 11).

Estimating Realizability of Deferved Tax Assets and Creditable Withholding Tax. The Group
reviews its deferred tax assets and creditable withholding tax at each balance sheet date and
reduces the carrying amount to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the deferred tax assets or creditable withholding tax to be
utilized (see Note 17). The Group’s assessment on the recognition of deferred tax assets on
deductible temporary differences is based on forecasted taxable income of the subsequent
reporting period. The forecast is based on past results and future expectations on revenues and
expenses. However, there is no assurance that the Group will generate sufficient taxable profit to
allow all part of its deferved tax assets to be utilized in the future.

The carrying value of deferred tax assets amounted to nil and £29.4 million as of December 31,
2012 and 2011, respectively (see Note 17). The carrying value of creditable withholding tax
amounted to nil as of December 31, 2012 and 2011.

The Group also has unrecognized deferred tax assets arising from NOLCO and certain provisions
amounting to £1.8 million and 5.3 million as of December 31, 2012 and 2011, respectively (see
Note 17).

Retirement and Long-term Sick Leave Benefits. The determination of the Group’s obligation and
cost for retirement and long-term sick leave benefits is dependent on the selection of certain
assumptions used by actuaries in calculating such amounts. The assumptions described in Note 18
to the consolidated financial statements include among others, discount rates, expected rates of
return on plan assets and rates of salary increase. In conformity with PFRS, actual results that
differ from the assumptions are accumulated and amortized over future periods and therefore,
generally affect the recognized expense and recorded obligation in such future periods,

As aresult of the Subsidiaries Sale Transaction, the Group has no retirement benefits liability and
long-term sick-leave benefits liability as of December 31, 2012. As of December 31, 2011, the
retirement benefits asset and long-term sick leave benefits liability amounted to £4.5 million and
£35.0 million, respectively (see Note 18),
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5. Discontinued Operations

On December 7, 2012, the Parent Company sold its ownership interests in its wholly-owned
subsidiaries, Interphil and Lancashire, as disclosed under the Subsidiaries Sale Transaction in
Note 1(b). The results of operations for the period from January 1, 2012 to December 6, 2012
were classified as discontinued operations. Prior years presentations were also restated for
comparability purposes. The results of operations attributable to the manufacturing business of
Interphil and the real estate business of Lancashire are as follows;

For the years ended December 31,

2012* 2011 2010
Revenues £1,766,139,478 R1,767,314,256 R1,832,976,274
Cost of sales and services (1,485,908,894) (1,462,155,996) (1,466,576,205)
Gross income 280,230,584 305,158,260 366,400,069
Operating expenses (Note 15) (263,989,253) (203,507,352) (186,943,967)
Foreign exchange loss - net (Note 21) (19,161,103) (4,307,517) (14,570,183)
Interest income (Note 6) 3,772,350 3,522,137 1,808,399
Equity in net income of a joint venture
(Note 12) 13,820 3,549,881 7,709,043
Interest expense - - (4,966,992)
Other income - net 14,396,185 18,772,739 17,190,619
Income before income tax 15,262,583 123,188,148 186,626,988
Provision for income tax
Current (6,159,412)  (30,632,709) (48,337,879)
Deferred 2,443,777 (3,861,249) (4,994,956)

{3,715,635)  (34,493,958) (53,332,835)
Net income from discontinued operations 211,546,948 £88,694,190 £133,294,153

Basic/diluted net income per share from
discontinued operations 20.628 R0.215 £(.323

*Representing operations of Interphil and Lancashire Jor the period from January 1, 2012 to December 6, 2012,

The net cash flows attributable to discontinued operations are as follows:

For the years ended December 31,

2012% 2011 2010
Cash flows (used in) provided by:
Operating activities ®62,142,778) (®35,758,524) R54,435,965
Investing activities (17,466,017)  (49,290,094) (14,945,813)
Financing activities - - (134,966,992)

Effect of exchange rate changes on cash
and cash equivalents 197,475 358,907 183,793

Net decrease in cash and cash equivalents  (R79,411,320) (284,649,711) (895,293,047)
*Representing operations of Interphil and Lancashire for the period from January 1, 2012 to December 6, 2012,
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Loss on the sale of subsidiaries is derived as foilows:

Selling price - net of transaction cost P£1,014,540,243
Major classes of assets and liabilities of Interphil
and Lancashire as of December 7, 2012:

Cash and cash equivalents 274,239,300
Trade and other receivables 372,724,217
Advances to suppliers and other current assets 91,282,934
Inventories 259,396,170
Property, plant and equipment 377,707,209
Land at revalued amount 112,195,000
Retirement benefit asset 8,091,972
Deferred tax assets ~ net 18,812,436
Other noncurrent assets 17,559,565
Trade and other payables (394,175,198)
Qutput tax payable (44,537,052)
Long-term sick leave benefit liability (34,947,835)
Net carrying value of Interphil and Lancashire as of
December 7, 2012 1,058,348,718
£43,808,475

Selling price is net of capital gains tax amounting to £44,524,033.

Cash and Cash Equivalents

December 31,

2012 2011
Cash on hand and in banks P1,143,767,970 101,603,553
Cash equivalents - 279,496,272

P1,143,767,970  £381,099,825

Cash in banks earn interest at the respective bank deposit rates. Cash equivalents are short-term
investments, which are made for varying periods of up to three months depending on the
immediate cash requirements of the Group, and earn interest at the respective short-term
investment rates.

The Parent Company’s interest income from bank deposits amounted to 1.3 million, £1.2 million
and B1.4 million in 2012, 2011 and 2010, respectively, and the interest income from bank deposits
and short term investments for the discontinued operations amounted to £3.8 million, 3.5 million
and 21,8 million in 2012, 2011 and 2010, respectively, are disclosed under discontinued
operations in the consolidated statements of comprehensive income (see Note 5).
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7. Trade and Other Receivables

As of December 31, 2012, there were no trade and other receivables in the Parent Company’s
balance sheet subsequent to the deconsolidation as mentioned in Note 5.

As of December 31, 2011, this account consists of?:

Trade P260,222,076
Receivables from related parties (see Note 16) 2,784,464
Others 25,005,005
288,011,545
Less: allowance for doubtfal accounts - (6,195,683)
$£281,815,862

Trade and other receivables are noninterest-bearing and are generally on 1 to 30 days’ terms.

Movements of allowance for doubtful accounts pertaining to specifically impaired receivables are
as follow:

’ Receivable from a
Trade Receivables Related Party

December 31,

2012 2011 2012 2011

Balance at beginning of year £4,763,483 Pl14,149,814 P1,432,200 P1,432,200

Provision 4,594,587 4,196,752 - -

Recovery of prior year allowance (1,515,686) (452,875) - -

Write-off (2,147,237) (13,130,208) - -
Effect of deconsolidation

{see Note 5) (5,695,147) - (1,432,200) —

Balance at end of year S 4,763,483 1,432,200

No collective impairment was provided in 2012 and 2011,

8. Inventories

As of December 31, 2012, there was no inventory in the Group’s consolidated balance sheet
subsequent to the deconsolidation as mentioned in Note 5.

As of December 31, 2011, this account consists of*

At net realizable value -

Raw and packaging materials 160,843,796

At cost:
Goods in process 27,000,941
Supplies 2,595,515
£190,440,252

The cost of raw and packaging materials amounted to £164.3 million as of December 31, 2011,

AR RO e



-26 -

Advances to Suppliers and Other Current Assets

December 31,
2012 2011
Input VAT —net P465,878 P
Deferred input VAT 46,200 -
Prepaid insurance - 11,820,832
Advances to suppliers - 10,234,675
Other prepaid expenses — 10,827,554
512,078 £32,883,061
10. Property, Plant and Equipment
December 31, 2012
Office
Buildings and Machinery Furniture,
Leasehold and Fixturesand Censtruction
Improvements Equipment Equipment in Progress Total
Cost;
Balance at beginning of year BR01,760,558 P600,508,656 B85363,327 R11,062,106 $1,498,694,647
Additions 5,483,825 18,703,117 550,491 - 24,737,433
Disposals - (14,170,755 - - (14,370,755)
Reclassification - 11,062,106 - (11,062,106) -
Effect of deconsolidation
(see Note 5) (807,244,383) (616,103,124) (85,913,818) - (1,509,261,325)
Balance at end of year - - - - -
Accumulated depreciation
and amortization;
Balance at beginning of year  (473,624,711)  (525,867,250)  (80,743,624) — (1,080,235,585)
Depreciation and amortization  (25,942,799)  (26,168,776) (3,587,265) —-  (55,698,840)
Disposals - 4,380,309 - - 4,380,309
Effect of deconsolidation
{see Note 5) 499,567,510 547,655,717 84,330,859 - 1,131,554,116
Balance at end of year -~ - — - -
Net book value P B- 2 f s
December 31, 2011
Office
Buildings and Machinery Furmiture,
Leasehold and  Fixturesand  Construction
Improvements Equipment Equipment in Progress Total
Cost:
Balance at beginning of year ~ 8801,760,558 8572,593,248 883,057,196 P~ B1,458,311,002
Additions - 30,080,408 1,526,131 11,062,106 42,668,645
Disposals - {2,165,000) {120,000} - (2,285,000)
Balance at end of year 801,760,558 600,508,656 85,363,327 11,062,106 1,498,694,647
Accumulated depreciation
and amortization:
Balance at beginning of year {446,684,457) (500,492,896)  (74,043,929) - (1,021,221,282)
Depreciation and amortization  (26,940,254)  (27,539,354) (6,819,695) -~ (61,299,303)
Disposals — 2,165,000 120,000 = 2,285,000
Balance at end of year {473,624,711) " (525,867,250)  (30,743,624) — {1,080,235,585)
Net book value £328,135,847 £74,641,406 P4,619,703  #11,062,106 418,459,062
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Amortization of capitalized borrowing cost amounted to 5.3 million in 2012, and B5.6 million in
2011 and 2010, respectively are included in discontinued operations in the consolidated statements
of comprehensive income (see Note 5). There were no borrowing costs capitalized in 2012, 2011
and 2010,

1.

Land at Revalued Amount

As of December 31, 2011, this account consists of:

Land - at cost $£25,599,000
Appraisal increase 86,596,000
£112,195,000

The appraised value of the land, which is held by Lancashire, was determined by an independent
firm of appraisers as of December 31, 2008, The appraised value of the land was estimated based
on sales and listings of comparable property registered within the vicinity.

As aresnlt of the Subsidiaries Sale Transaction, the account was deconsolidated on December 7,
2012 and the related appraisal increase was closed to retained earnings.

12,

Other Noncarrent Assets

As of December 31, 2012, there were no other noncurrent assets in the Group’s balance sheet
subsequent to the deconsolidation as mentioned in Note 5.

As of December 31, 2011, this account consists oft

Investment in GPI - net £6,028,754
Deposits 3,214,262
Available-for-sale financial asset 330,000
Others 5,453,698

£15,026,714

On February 20, 1997, Interphil, Active Research and Management Corporation and Mercury
Group of Companies established GPI, a joint venture, to manufacture and sell softgel products in
the Philippines. Each company has a 33.33% interest in the joint venture.
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As of December 31, 2012 and 2011, the details and movements of the investment in GPI are as

follows:
December 31,
2012 2011
Acaquisition cost $25,000,000 $25,000,000
Effect of deconsolidation (see Note 5) (25,000,000) -
- 25,000,000
Accumulated equity in net loss:
Balance at beginning of period 18,971,246 22,521,127
Equity in net income (13,826) (3,549,881)
Effect of deconsolidation (see Note 5) (18,957,426) —
Balance at end of period - 18,971,246

26,028,754

Interphil’s proportionate share in the assets, liabilities, revenues and net income of GPI as of
December 7, 2012, December 31, 2011 and 2010 and for the period/year then ended is as follows:

December 7, December 31, December 31,

2012 2011 2010

Current assets P16,091,873 211,713,918 £4,802,732
Noncurrent assets 9,344,253 11,188,974 12,811,412
Current liabilities 5,231,349 2,711,935 973,067
Revenue 13,417,409 15,487,769 16,007,230
Net income 13,820 3,549,881 7,709,043

Deposits, available-for-sale financial asset and other noncurrent assets were also deconsolidated
on December 7, 2012 as a result of Subsidiaries Sale Transaction.

13, Trade and Other Payables

December 31,

2012 2011

Trade B~ B229,441,385

Nontrade v 379,114 5,504,377

Capital gains tax payable (see Note 5) 44,524,033 -
Accruals for;

Personnel costs - 54,296,169

Others 1,926,731 6,916,987

Withholding tax payable 8,439 2,098,754

Others - 8,073,669

246,838,317  £306,331,341

Trade and other payables are non-interest bearing and are due for payment within 12 months.
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14. Equity

(a) The two classes of common stock are identical in all respects except that Class A shares are
restricted in ownership to Philippine nationals, Both common stocks have £1 par value.

(b) The following is a summary of the movement of the Parent Company’s authorized capital
stock with the related issue price and date of approval of registration by the SEC:

Shares Registered Issue Price
Common Common
Class A Class B Class A Class B Date of SEC Approval
90,000,000 60,000,000 R3.20 B3.40 February 14, 1991
180,000,000 120,000,000 1.00 1,00 August 9, 1993
270,000,000 180,000,000 1.00 1.00 October 21, 1997

540,000,000 360,000,000

(¢) The Parent Company’s issued and fully paid shares are as follows:

Class A 337,500,000
Class B 225,000,000

(d) Treasury shares held totaled 150,435,404 shares as of December 31, 2012 and 2011.

(e) The retained earnings balance as of December 31, 2012 and 2011 is restricted for dividend
declaration for the cost of shares held in treasury.

(f) On December 19, 2012, pursuant to the terms of the Acquisition Agreement, the Selling
Shareholders of MCP transferred cash of 41,050,000 to MCP as its capital contribution as
disclosed in Note I{(b).

(g) As of December 31, 2012, the Parent Company has 471 stockholders.

15. Operating Expenses

For the vears ended December 31,

2012 2011 2010

Professional fees £2,289,002 364,440 £100,000

Taxes and licenses 39,094 - —

Others 400 - 14,596

From continuing operations 2,328,496 364,440 114,596
From discontinued operations

(see Note 5) 263,989,253 203,507,352 186,943,967

$266,317,749 £203,871,792  P187,058,563
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16. Related Party Transactions

Parties are considered to be related if one party has the ability to control, directly or indirectly, the
other party or exercise significant influence qver the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to commeon control or

common significant influence. Significant transactions with related parties include the following:

Amount
December of transactions  Qutstanding
Category 31,  during the year balance  Terms Conditions
Affiliates
Zucllig Pharma Corporation”
(1)Tolling and other service 2012 = ¥- 30 days; non-interest Unsecured, ne
fees income 2011 12,774,168 34,064 bearing impairment
2010 37,456,281 15,435,157
(2}Rent expense 2012 28,378,924 —  Within first five days Unsecured, no
2011 30,270,852 - of the month; non- impairment
2010 29,608,574 - interest bearing
Bridgebury Realty Corporation
Unsecured,
(t)Sale of vehicle 2012 - —~ 30 days; non-interest fully
2011 - 1,432,200 bearing provided with
2010 - 1,432,200 allowance
Acette Insurance Brokerage™
(1)Insurance expense 2012 - ~ 30 days; non-interest Unsecured, no
2011 6,603,868 - bearing impairment
2010 6,604,744 -
GPI'
(1)Tolling and other service 2012 3,345,600 — 30 days; non-interest Unsecured, no
fees income 2011 1,315,646 361,950 bearing impairment
2010 2,856,101 428,720
(2)Rent income 2012 4,403,720 — 30 days; non-inferest Unsecured, no
2011 4,542,165 956,210 bearing impairment
2010 3,561,320 502,920

*  Under the then common ultimare stockholders as of December 18, 2012,
*¥ Under the then common ultimate siockholders until November 30, 2011,

Compensation of Key Management Personnel
Before the change in ownership of the Parent Company, the compensation of key management
personnel of the Group are as follows:

For the years ended December 31,

2012 2011 2010

Short-term employee benefits £90,850,208 P78,061,746 70,657,037
Post-employment benefits:

Retirement benefits 910,844 765,077 873,237

Long-term sick leave benefits 744,375 714,100 589,541

202,505,427 279,540,923 Rr72,119,815

After the change in ownership of the Parent Company, the remuneration of the key management
personnel of the Group is borne by MCE.
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17. Income Tax

No provision for current income tax from continuing operations has been recognized in 2012 since
the Group is in a tax loss position. Provision for current income tax from discontinued operations
represents RCIT. The following are the components of the Group’s provision for current income
tax:

For the years ended December 31,

2012 2011 2010
From continuing operations , P— P P
From discontinued operations
(see Note 5) 6,159,412 30,632,709 48,337,879
$£6,159,412 $30,632,709 P£48,337,879
As of December 31, 2011, the components of the Group’s net deferred tax liabilities pertain to the
tax effects of the following;
Deferred tax liabilities:
Revaluation increment in Jand £25,978,800
Unamortized portion of capitalized interest 12,877,870
Unrealized foreign exchange gain - net 119,672
38,976,342
Deferred tax assets:
Accrued personnel expenses 21,929,867
Allowance for:
Doubiful accounts 1,858,705
Excess of cost of inventories over the net
realizable value 1,023,694
Unamortized past service costs on contributions 4,553,936
29,366,202
Deferred tax liabilities — net £9,610,140

As a result of the Subsidiaries Sale Transaction, the Group’s net deferred tax liabilities were
deconsolidated on December 7, 2012,

The Parent Company’s unrecognized deferred tax asset on NOLCO amounting to 1.8 million and
B0.8 million as of December 31, 2012 and 2011, respectively, Management believes that it is not
yet probable that there will be future taxable profit prior to the expiration of the carryforward
benefits of NOLCOQ.

In 2011, Interphil also has unrecognized deferred tax assets on certain provisions amounting to
P4.5 million.

Details of NOLCO which can be claimed as deduction from regular taxable income are as follows:

Year Incurred Expiry Year Amount
2010 2013 P1,364,596
2011 2014 1,264,440
2012 2015 3,209,751

25,838,787
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A reconeiliation of provision for (benefit from) income tax expense computed at the statutory tax
rates to provision for income tax for the years ended December 31 is as follows;

For the years ended December 31,
2012 2011 2010

Provision for (benefit from) income tax

on continuing operations computed at

statutory rates ®13,457,399) P257,146 385,991
Income tax effects of:

Loss on sale of subsidiaries subjected

to capital gains tax 13,142,543 - -

Changes in unrecognized deferred tax
assets 962,925 379,332 409,379
Interest income subjected to final tax (383,693) (366,478) (420,369)
Others (264,376) (270,000) (375,001)
P- P

18. Retirement and Long-term Sick Leave Benefits

Interphil has a defined benefit, noncontributory retirement plan covering all of regular full-time
employees which require contribution to be made to the administered fund.

The following tables summarize the components of net retirement benefit expense recognized
under discontinued operations in the consolidated statements of comprehensive income and the
unfunded status and amounts recognized in the consolidated balance sheets for the plan:

Net retirement benefit expense consists of:

For the years ended December 31,

2012% 2011 2010
Current service cost R13,187,455 £11,940,000 £11,881,000
Interest cost 13,949,975 16,188,229 17,802,497
Expected return on plan assets (22,527,058) (21,684,214) (14,899,438)
Net actuarial gain recognized (166,173) (1,666,925) (2,586,234)
Amortization for non-vested past
service cost 371,200 371.200 -
Net retirement benefit expense P4,815,399 B5,148,290 B12,197.825

*Representing amounts of Interphil for the period from January 1, 2012 to December 6, 2012.

Details of retirement benefit asset are as follows:

December 31,

2012 2011
Fair value of plan assets £320,425,678 R293,991,380
Present value of defined benefit obligation (263,535,055)  (263,963,900)
Funded status 56,890,623 30,027,480
Net cumulative unrecognized actuarial gain (53,995,451) (31,060,829)
Unrecognized past service cost 5,196,8¢0 5,568,000
Effect of deconsolidation (see Note 5) (8,091,972) —
Retirement benefit asset - 84,534,651
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Changes in the present value of defined benefits obligation are as follow:

For the years ended December 31,

2012* 2011 2010
Balance at beginning of year $263,963,900 £228.,647,300 £204,626,400
Current service cost 13,187,455 11,940,000 11,881,000
Interest cost 13,949,975 16,188,229 17,802,497
Past service cost - non-vested - 5,939,200 -
Actuarial loss (gain) (404,691) 14,385,657 34,353,205
Benefits paid (27,161,584) (13,136,486) (40,015,302)
Effect of deconsolidation
(seec Note 5) (263,535,055) - —
Balance at end of year P~ £263,963,900 R228,647.300

*Representing amounts of Interphil for the period from January 1, 2012 to December 6, 20i2.

Changes in the fair value of plan assets are as follows:

For the years ended December 31,

2012% 2011 2010
Balance at beginning of year 293,991,380  B271,052,673 £248,323,966
Expected return on plan assets 22,527,058 21,684,214 14,899,438
Benefits paid (27,161,584) (13,136,486) (40,015,302)
Contributions 8,372,720 11,052,121 17,825,816
Actuarial gain 22,696,104 3,338,858 30,019,255
Effect of deconsolidation
(see Note 5) {320,425,678) - -
Balance at end of year o £293.991.380 £271,052,673
Actual return on plan assets £45,223,162 $25,023,072 P44,918,693

*Representing amounts of Interphil for the period from Jannary 1, 2012 o December 6, 2012,
Plan assets are composed of equity securities,

Movements of retirement benefits asset (liability) are as follows:

December 31,

2012 2011
Balance at beginning of year 4,534,651 (#1,369,180)
Net retirement benefit (4,815,399 (5,148,290)
Actoal contributions 8,372,720 11,052,121
Effect of deconsolidation (see Note 5) (8,091,972)

Balance at end of year | B4,534,651
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The principal assumptions used in determining retirement benefit obligations of the Group’s plan

are shown below:
For the years ended December 31,

2012 2011 2010

Discount rate 5.61% 5.65% 7.08%
Expected rate of return on plan

assets 8.00% 8.00% 8.00%

Rate of salary increase 5.00% 6.00% 6.00%

The averall expected rate of return on plan assets is determined based on the market prices
prevailing on that date, applicable to the period over which the obligation is to be seftled.

Amounts for the current and previous period are as follows:

2012 2011 2010 2009 2008

Present value of defined benefit

obligation P-  $203,963,900 P228,647,300 204,626,400 P102,050,700
Fair value of plan assets -~ 293991380 271,052,673 248,323,966 202,373,242
Experience adjustment on defined

benefit obligation 5,144,209 (2,401,543} 8,055,505  (15,757,668) 1,569,884
Experience adjustment on plan

assets 22,636,104 3,333,858 30,019,255 21,674,727  (37,201,265)

The Group’s policy provides that unused sick leave credits equivalent to 60 to 90 days is
accumulated and the cash equivalent is payable upon separation of the employee. The Group
recognized the related long-term sick leave benefits expense of 25.2 million in 2012, £3.5 million
in 2011 and income of 80.6 million in 2010 under discontinued operations in the consolidated
statements of comprehensive income.

Movements of long-term sick leave benefits liability are as follows:

December 31,

2012 2011
Balance at beginning of year £34,971,400 £33,653,100
Long-term sick leave benefits expense 6,102,739 3,470,038
Benefits paid (6,126,304) (2,151,738)
Effect of deconsolidation (34,947.835) -
Balance at end of year £34,971,400

The principal assumptions used in determining sick leave benefits liability of the Group are shown
below:

For the years ended December 31,

2012 2011 2010
Discount rate 5.61% 5.65% 7.08%
Rate of salary increase 5.00% 6.00% 6.00%
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19. Basic/Diluted Net (Loss) Income Per Share

For the years ended December 31,

2012 2011 2010

Net (loss) income from;

Continuing operations (a) (R44,857,995) 857,153 P1,286,635

Discontinued operations (b) 11,546,948 88,694,190 133,294,153
Weighted average number of

shares outstanding (c) 412,064,596 412,064,596 412,064,596
Basic/diluted net (loss) income

per share for:

Continuing operations (a/c) (®0.109) £0.002 £0.003

Discontinued operations (b/c) £0.028 20,215 £(0.323

There are no common stock equivalents that would have a dilutive effect on basic net {loss)

income per share.

20. Commitment and Contingencies

Subsequent to the Subsidiaries Sale Transaction, the Parent Company has no operating, capital

commitment nor be a party of legal proceeding as of December 31, 2012.

As of December 31, 2011, the Group has the following commitments and contingencies;

(a) As of December 31, 2011, the Group has a lease agreement with Novartis Healthcare

Phitippines, Inc. (“Novartis”) covering the manufacturing facilities in Canlubang for an annual
rental of #10.0 million, inclusive of VAT, The lease agreement was renewed annually and the

lease is accounted for as operating lease. Rental expense on this lease contract amounted to
£9.2 million in 2012, and £8.9 million on 2011 and 2010 are recognized under discontinued

operations in the consolidated statements of comprehensive income.

The Group has also entered into various lease agreements for one year renewable every year

covering various warehouse, and machineries and equipment, Rental expense on these lease
agreements amounted to £3.1 million in 2012, £3.8 million on 2011 and £2.1 million on 2010
are recognized under discontinued operations in the consolidated statements of comprehensive

income.

(b) Interphil is a defendant in certain legal cases still pending with the courts, Management is of

the opinion that the ultimate resolution of such cases will not have a material effect on the

consolidated financial statements.
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21. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise cash and cash equivalents, The main
purpose of this financial instrument is to finance the Group’s operations. Immediately before the
Subsidiaries Sale Transaction, the Group has various other financial assets and liabilities such as
trade and other receivables, deposits, available-for-sale financial asset and trade and other
payables which arise directly from its operations,

Before the change of ownership of the Parent Company, the main risks arising from the Group’s
financial instruments are credit risk, liquidity risk and foreign exchange risk, the Group’s overall
risk management program was carried out by former management under policies approved by the
former BOD, to identify and evaluate financial risks in coordination with the Group’s operating
units and to minimize these risks on the Group’s financial performance.

After the change of ownership of the Parent Company, the main risks arising from the Group’s
financial instruments are interest rate risk, credit risk, liquidity risk and foreign exchange risk. The
new management reviews and approves policies for managing each of these risks.

Interest Rate Risk

After the change in ownership of the Parent Company, other than the bank balances which carry
interest at market rates, the Group has no other significant interest-bearing assets and liabilities
and its operating cash flows are substantially independent of changes in market interest rates,
Accordingly, the management is of the opinion that the Group does not have significant interest
rate risk and no sensitivity analysis is performed.

Credit Rigk
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Group.

Immediately before the Subsidiaries Sale Transaction, the Group former management manages
credit risk by following strict credit policies and procedures in granting of credit to customers and
monitoring of schedule of aged receivables.

The Group trades only with recognized and creditworthy third parties. It is the policy of the
Group that all customers who wish to trade on credit terms are subjected to credit verification
procedures. Receivables from customers are usually settled after approved credit terms. Trade
and other receivables and other current assets are monitored on an on-going basis with the result
that the exposure of the Group to bad debts is not significant. The Group does not offer credit
terms to third parties, without the specific approval of management.

With respect to credit risk from other financial assets of the Group, which mainly composed of
cash and cash equivalents and receivables from related parties, the exposure of the Group to credit
risk arises from the default of the counterparty, with a maximum exposure equal to the carrying
amount of these instruments. There is no significant concentration of credit risk in the Group.

Credit Risk Exposures, The carrying values of the Group’s financial assets represent the
maximum exposure to credit risk since the financial assets have no collateral or credit
enhancements as of December 31, 2012 and 2011.

Credit Quality per Class of Financial Assets. As of December 31, 2012, the Group s financial

assets consist of cash in bank amounting to 21,143.8 million, which is considered as high grade by
class of credit quality, as this pertains to deposit made to reputable banks in the Philippines.
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The table below shows the credit quality by class of financial asset as of December 3 1,2011:

December 31, 2011

Neither Past Due nor Impaired Past Due
High Stendard but not
Grade Grade Impaired Impaired Total
Cash and cash equivalents* £381,004,825 P B P~ B381,004,825
Trade and other receivables:
Trade 57,584,813 53,352,381 144,521,399 4,763,483 260,222,076
Receivables from
related parties 1,320,126 - 32,138 1,432,260 2,784,464
Others 10,581,394 6,818,598 7,605,013 - 25,005,005
Deposits** 3,214,262 - - - 3,214,262
Available-for-sale financial asset** 330,000 - - - 330,000
P454,035,420  P60,170,979  ®152,138,550 P6,195,683  P672,560,632
-—*Excludfng cash on hand

**Included as part of “Other noncurrent assets™

High grade trade and other receivables represent good paying customer accounts with no history
of default and are normally settled before the due date. Standard grade trade and other receivables
include average paying customer accounts with no history of default and are normally settled on
the due date. Cash and cash equivalents are considered as high grade and include deposits or
placements made to top 10 banks in the Philippines. Available-for-sale financial asset pertains to
quoted club membership shares traded in an active market and is considered as high grade,
Deposits are also classified as high grade since these include deposits to reputable companies with
positive financial performance,

The table below shows the aging analysis of past due but not impaired loans and receivables per
class that the Group held as of December 31, 2011. A financial asset is past due when a
counterparty has failed to make a payment when.contractually due,

December 31, 2011

31t 610 More than

1 to 30 Days 60 Days 90 Days 90 Days Total

Trade and Other Receivables:
Trade BB, 942,486  B24,296,752 B7,661,370  B22,620,791 $144,521,399

Receivables from related
parties 4,480 - - 27,658 32,138
Others 1,290,777 2,359,882 220,084 3,734,270 7,605,013
B01,237,743  B26,656,634 7,881,454 R26,382,719 P152,158,550

Liquidity Risk

Liquidity risk is the potential of not meeting obligations as they become due because of an
inability to liquidate assets or obtain adequate funding or is the risk that the Group will not be able
to meet its obligations associated with financial difficulties.

Before the change of ownership of the Parent Company, the objective of the Group was to
maintain a balance between continuity of funding and flexibility through the use of credit lines
available from local banks. The Group former management managed ifs liquid funds through cash
planning on a monthly basis. ‘The Group used historical data and forecasts from its collection and
disbursement. The Group also placed funds in the money market only when exceeding the
Group’s cash requirements. Placements are strictly made based on cash planning assumptions and
covers only a short period of time,
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After the change of ownership of the Parent Company, the Parent Company obtains funding from
uitimate holding company and intermediate holding company and manages its liquid funds
through cash planning on a monthly basis. The Parent Company uses historical data and forecasts
from its collection and disbursement.

The table below summarizes the maturity profile of the Group’s financial assets held for liquidity
purposes and financial liabilities as of December 31, 2012 and 2011 based on undiscounted
contractual cash flows.

December 31,2012
Due and Less than 3012
Demandable 3 Months Monihs Total
Financial Assets
Cash and cash equivalents R1,143,767,970 P- P1,143,767,970
Financial Liability
Trade and other payables* R2,305,845 B P- 22,305,845
December 31, 2011
Due and Less than 3to 12
Demandable 3 Months Months Total
Financial Assets
Cash and cash equivalents R381,099,825 P B~ B381,099,825
Trade and other receivables 129,657,312 125,775,831 26,382,719 281,815,862

B510,757,137  RI125,775,831 B26,382,719  P662,915,687

Financial Liability
Trade and other payables* P- PI124,365,104 $172,556,197 £296,921,301
*Excluding government and statutory liabilities

Foreign Exchange Risk
Foreign exchange risk is the risk that the value of financial instruments will fluctuate due to
changes in foreign exchange rates.

Immediately before the Subsidiaries Sale Transaction, the Group has transactional currency
exposures arising from sales or purchases in foreign currencies. Foreign exchange risks are
considered minimal. The Group’s former management decided not to hedge these immaterial
currency exposures considering the cost of hedging being higher than the currency exposure.

As of December 31, 2012, the Parent Company has no foreign currency~denominated financial
assets and liabilities, hence not subject to foreign currency risk.
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The following table shows the Group’s foreign currency-denominated financial assets and

liabilities and their peso equivalents as of December 31, 2011:

Foreign Philippine
Cuirency Peso

Current Financial Asset
Cash and cash equivalents

US$5,360,118  $234,987,583

Current Financial Liabilities
Trade and other payables:

United States dollar (“US$™) US§17,023 746,288
Swiss franc (“CHF™) CHF 7418 369,639
1,115,927

Net Foreign Currency-denominated Financial Assets 233,871,656

In translating the foreign currency-denominated financial assets and Liabilities into peso amounts,
the Group used the following rates of exchange as of December 3 1,2011:

Philippine Peso to 1 unit of foreign currency:
Us$
CHF

43.84
49.83

The Group recognized net foreign exchange loss of 19.2 million in 2012, B4.3 million in 2011
and £14.6 million in 2010. The amounts are recognized under discontinued operations in the

consolidated statements of comprehensive income (see Note 5).

The following table demonstrates the sensitivity to a reasonably possible change in foreign
exchange rates, with all other variables held constant, of the Group’s income before income tax as
of December 31, 2011, There is no other impact on the Group’s equity other than those already

affecting the profit and loss.

% Change Effect on

Currency Income

Rate Before Tax
USS +0.09% (R211,489)
(0.09%) 211,489

CHF +12.61% 46,611
(12.61%) (46,611)

The change in currency rate is based on the Group’s best estimate of expected change considering

historical trends and experiences.

Positive change in currency rate reflects a stronger peso against foreign currency. On the other
hand, a negative change in currency rate reflects a weaker peso against foreign currency.

Capital Risk Management, The primary objective of the Group’s capital management is to ensure
an adequate return to its shareholders and to maximize shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in
economic conditions. The Group manages and maintains its capital structure by adjusting
dividend payment to sharcholders, returning capital to shareholders or issuing new shares. Capital
includes equity attributable to the equity holders of the Group.
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22. Financial Instruments

Fair Yalue of Financial Instruments

Set out below is a comparison by category of carrying amounts and fair values of all of the

Group’s financial instruments as of December 31:

December 31, 2012 December 31, 2011
Carrying Carrying
Amount Fair Valne Amount Fair Value

Financial Assets
Loans and receivables:

Cash and cash equivalents P1,143,767,970 $1,143,767,970 £381,099,825  £381,099,825
Trade and other receivables:
Trade - - 255,458,593 255,458,593
Receivables from related
parties - -~ 1,352,264 1,352,264
Others - - 25,005,005 25,005,005
Deposits* - - 3,214,262 3,214,262
1,143,767,970  1,143,767,970 666,129,949 666,129,949
Available-for-sale financial asset* - - 330,000 330,000
P1,143,767,970 $1,143,767,970  P666,459,949  B666,459,949
Financial Liabilities
Other financial liability:
Trade and other payables** $2,305,345 B2,305,845 P296,521301  P296,921,301

*neluded as part of “Other noncurrent assets”
** Excluding government and statutory liabilities

Cash and Cash Equivalents, Trade and Other Receivables and Trade and Other Payables. The
fair values approximate their carrying values due to the relatively short-term maturities of these
financial instruments.

Deposits, Carrying amounts are deemed to approximate fair values since the fair values of certain
deposits cannot be reasonably and reliably estimated.

Available-for-sale Financial Asset. The fair value of the financial asset is based on its quoted
market price at balance sheet date.

Fair Value Hierarchy
The Group uses the following hierarchy for determining and diselosing the fair value of financial

instruments by valuation technique:
Leve] 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair
value are observable, either directly or indirectly.

Level 3: Techniques which use inputs which have a significant effect on the recorded fair value
that are not based on observable market data.
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As of December 31, 2012, the Group has no financial instrument which is measured at fair value.
As of December 31, 2011, the only financial instrument of the Group measured at fair value is its
available-for-sale financial asset. This is classified under Level 1,

During the years ended December 31, 2012 and 2011, there were no transfers between Level 1 and
Level 2 fair value measurements, and no transfers into and out of Level 3 fair value measurement.

23.

Subsequent Events

(a) On March 5, 2013, other than the amendments of the articles of incorporation of MCP for
change of its corporate name and registered office address as disclosed in Note 1(a), the SEC
also approved the following:-

(1) a share incentive plan (the “Share Incentive Plan”) which was adopted by MCP on
February 19, 2013 and became effective upon SEC’s approval, Under the Share Incentive
Plan, MCP may grant various share based awards to individuals including members of the
Board, employees and consultants of the Group. The term of such awards shall not exceed
10 years from the date of grant. The maximum aggregate number of shares which may be
issued pursuant to all awards under the Share Incentive Plan is 5% of the issued capital
stock of MCP from time to time over 10 years; and

(i) the declassification of the existing 8900 million authorized capital stock of MCP,
consisting of 60% Class A shares and 40% Class B shares to a single class of common
stock and denial of pre-emptive rights, which was approved by the stockholders of MCP
on February 19, 2013,

(b) On March 20, 2013, MCP entered into a subscription and share sale agreement (the
“Subscription and Share Sale Agreement”) with MCE Investments, which required MCE
Investments to issue a subscription notice on the same date to MCP for subscription of
2,846,595,000 common shares of MCP at par value of B1 per share at total consideration of
$2,846,595,000 (the “Share Subscription Transaction™). On January 30, 2013, MCE
Investments paid 711,648,943 to MCP as initial subscription amount, with the remaining
outstanding subscription amount of B2,134,946,057 which has been fully settled in three
instalments on March 22, March 25 and March 26, 2013 by MCE Investments to MCP in
respect of the Share Subscription Transaction, The Share Subscription Transaction which was
subject to the SEC’s approval for the increase in MCP’s authorized capital stock as disclosed
in item (e) below, was completed on April 8, 2013.

(¢) On March 20, 2013, pursuant to the terms of the Subscription and Share Sale Agreement,
MCP entered into a deed of assignment with MCE Investments, which MCP acquired all
equity interests of MCE Investments in MCE Holdings (Philippines) Corporation (herein
referred to as “MCE Holdings™), consisting of 147,894,500 issued and outstanding common
shares with a par value of 21 per share, at a consideration of 7,198,590,000 (the “Asset
Acquisition Transaction”). MCE Holdings holds 100% direct ownership interests in MCE
Holdings No.2 (Philippines) Corporation (herein referred to as “MCE Holdings No.2™), which
in turn holds 100% direct ownership interests in MCE Leisure (Philippines) Corporation
(herein referred to as “MCE Leisure”) (collectively referred to the “MCE Holdings Group™).
As a result of the Asset Acquisition Transaction, MCE Holdings Group become wholly-
owned subsidiaries of MCP.
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MCE Holdings Group companies were all incorporated in the Philippines. Before the Asset
Acquisition Transaction, MCE Holdings Group entered into a closing arrangement agreement,
a cooperation agreement and a lease agreement {both of which became effective on March 13,
2013) and other related arrangements with certain Philippine third parties (the “Philippine
Parties”) for the development of an integrated resort project located within Entertainment City,
Manila comprising a casino, hotel, retail and entertainment complex (the “Philippines
Project”). On March 13, 2013, MCE Holdings Group and the Philippine Parties together
became co-licensees under a provisional license (the “Provisional License”) granted by the
Philippine Amusement and Gaming Corporation (the “PAGCOR?) for the establishment and
operation of the Philippines Project. PAGCOR had pursuant to a letter dated October 25,
2012, acknowledged, amongst other things, MCE Leisure as the operator to operate the casino
business and as representative for itself and on behalf of the other co-licensees under the
Provisional License in their dealings, which took effect on March 13, 2013. The Provisional
License, as well as any regular license to be issued to replace it upon satisfaction of certain
conditions, will expire on July 11, 2033.

(d) On April 3, 2013, the BOD of MCP, subject to the SEC approval for the increase in MCP’s

(e)

®

authorized capital stock on April 8, 2013 as disclosed in item (¢) below, approved the
maximum no. of share options and restricted shares of 131,578,947 common shares with
maximum equity value of USD25.0 million (equivalent to £1,022.6 million) to be granted to
the eligible employees under the Share Incentive Plan upon successful listing and offering of
new shares of MCP,

On April 8, 2013, the SEC approved the increase in MCP’s authorized capital stock to 5.9
billion divided into 5.9 billon shares with par value of B1 per share from authorized capital
stock of 900 million divided into 900 million shares with par value of B1 per share, which
was approved by the stockholders of MCE on February 19, 2013,

On April 8, 2013, MCP issued all of its treasury shares, representing 150,435,404 common
shares to third parties at £14.2 per share and on the same date, MCE Investments and MCE
Investments No.2 also sold 60,607,382 common shares and 81,435,888 common shares of

MCP, respectively, to the aforesaid third parties,

Following the series of transactions as mentioned above (including the impact on the Share
Subscription Transaction) on April 8, 2013, MCE through MCE Investments and MCE
Investments No.2, keld an indirect ownership in MCP increased from 88.16% to 89.99%.
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X
Amendments to Philippine Interpretation X
IFRIC-9 and PAS 39: Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment X
IFRIC 11 PFRS 2- Group and Treasury Share
Transactions
IFRIC 12 Service Concession Arrangements X
IFRIC 13 Customer Loyalty Programmes X
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction
Amendments to Philippine Interpretations
IFRIC- 14, Prepayments of a Minimum X
Funding Requirement
IFRIC 15 Agreements for the Construction of Real
Estate
IFRIC 16 Hedges of a Net Investment in a Foreign X
Operation
IFRIC 17 Distributions of Non-cash Assets to Owners X
IFRIC 18 Transfers of Assets from Customers X
IFRIC 19 Extinguishing Financial Liabilities with Equity X
Instruments
IFRIC 20 Stripping Costs in the Production Phase of a
Surface Mine
SIC-7 Introduction of the Euro X
SIC-10 Government Assistance - No Specific Relation X
to Operating Activities
Sic-12 Congolidation - Special Purpose Entities
Amendment to SIC - 12: Scope of SIC 12
SIC-13 Jointly Contralled Entities - Non-Monetary X
Contributions by Venturers
SIC-15 Operating Leases - Incentives X
Sic-21 Income Taxes - Recovery of Revalued Non- X
Depreciable Assets
SIC-25 Income Taxes - Changes in the Tax Status of X
an Entity or its Shareholders
SIc-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease
SIc-29 Service Concession Arrangements: X
Disclosures,
SIC-31 Revenue - Barter Transactions [nvolving X




L

Advertising Services

Sic-32

Intangible Asseis - Web Site Costs
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RECONCILIATION OF RETAINED EARNINGS

As of December 31, 2012

MELCO CROWN (PHILIPPINES) RESORTS CORPORATION

(formerly MANCHESTER INTERNATIONAL HOLDINGS UNLIMITED CORPORATION)

10" floor, Liberty Center, 104 H.V. dela Costa St,

Salcedo Viliage, Makati City

Unappropriated Retained Earnings per financial statements, beginning
Adjustments: Cost of treasury shares held

Unappropriated Retained Earnings
as adjusted to available for dividend declaration, beginning

Net Income based on the face of AFS

Less: Non-actual/unrealized income net of tax

Equity in net income of associatefjoint venture

Unrealized foreign exchange gain - net (except those attributable to
Cash and Cash Equivalents) Unrealized actuarial gain

Fair Value adjustment (M2M gains)

Fair Value adjustment of Investment Property resulting to gain

Adjustment due to deviation from PFRS/GAAP-gain )

Other unrealized gains or adjustments to the retained earnings
as a result of certain transactions accounted for under the PFRS

Add: Non-actual Josses
Depreciation on revalution increment (after tax)
Adjustment due to deviation from PFRS/GAAP - loss
Loss on fair value adjustment of Investment property (after tax)

Net Income Actual/Realized

UNAPPROPRIATED RETAINED EARNINGS
AVAILABLE FOR PIVIDEND DECLARATION, AS ADJUSTED, ENDING

331,891,010

(288,514,127)

43,376,883

312,289,521

£6,596,000

442,262,404

442,262,404




MELCO CROWN (PHILIPPINES) RESORTS CORPORATION

(formerly MANCHESTER INTERNATIONAL HOLDINGS UNLIMITED CORP)
Key Performance Indicators

For the years ended December 31, 2012 and 2011

i 2012)] 2011
Current ratio (_Jur!' en t assets over current 24.43“ 2.70
liabilities
Deht-to-equity ratio 'El'o:tj?ttvhabllmes over total 0.04I| 0.35
, , Total assets over total
Asset to equity ratio Hggy__itv 1 .04“ 1.35

Earnings before interest
Interest rate coverage
N expense and taxes over - -
ratio X
interest expen
Net income over total
Return on assefs -2.919 6.23%
assets # %

Return on equity iNet income over total equity -3.04%11 8.42%




MELCO CROWN (PHILIPPINES) RESORTS CORPORATION
(formerly MANCHESTER INTERNATIONAL HOLDINGS UNLIMITED CORPORATION

Mapping of relationships between and among the company and its ultimate
parent company, middle parent, subsidiaries or co-subsidiaries, and

associates

As of December 6, 2012

MELCO CROWN (PHILIPPINES)
RESORTS CORPORATION
(MCP, Parent)

(formerly MANCHESTER
INTERNATIONAL HOLDINGS
UNLIMITED CORPORATION)

{MIHUC, Parent)

INTERPHIL LABORATORIES, INC.
(ILI, 100% owned by MIHUC)

LANCASHIRE REALTY HOLDING
CORPORATION
(LRH, 100% owned by MIHUC)

As of December 31, 2012

MELCO CROWN (PHILIPPINES)
RESORTS CORPORATION
{MCP, Parent)

(formerly MANCHESTER
INTERNATIONAL HOLDINGS
UNLIMITED CORPORATION})

(MIHUC, Parent)




Melco Crown (Philippines) Resorts Corporation and
Subsidiaries (Formerly Manchester nternational Holdings
Unlimited Corporation)

Consolidated Financtal Statements
March 31, 2013 (Unaudited) and December 31, 2012
and For The Three Months Ended Mareh 31, 2013 {(Unaudited)



MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND
SUBSIDIARIES
(Formerly Manchester International Holdings Unlimited Corporation)

CONSOLIDATED BALANCE SHEETS
MARCH 31, 2013 AND DECEMBER 31, 2012

March 31, Becember 31,
2013 2012
(Unnudited) (Auditecd)
(Note 2) {Note 2)
ASSETS
Current Assets
Cash and cash equivalents (Notes 5, 21 and 22) £1,305,193,913 £1,152,021,960
Prepayments and other current assets (Note 6) 17,121,225 701,512
Total Current Assets 1,322,315,138 1,152,723,472
Noncurrent Assets
Property and equipment (Note 7) 12,165,531,347 39,282,296
Contract acquisition costs (Note 9} 1,059,220,198 58,426,475
Other noncurrent assets (Note 10) 170,794,214 -
Restricted cash (Notes 8, 20(c), 21 and 22) 2,030,800,000 —
Total Noncurrent Assets 15,426,345,759 97,708,771
P16,748,660,897 B1,250,432,243
LIABILITIES ARD (CAPITAL DEFICIENCY) EQUITY
Current Liabilities
Accrued expenses, other payables and other current liabilities (Notes 11,

2] and 22) B316,408,857 £80,453,170
Current portion of obligation under finance lease (Notes 18, 21 and 22) 1,006,345,982 -
Amounts due to affiliated companies (Notes 13, 21 and 22) 126,604,266 21,902,555
Amount due to ultimate holding company (Notes 15, 21 and 22) 106,860,493 90,434,179
Amount due to intermediate holding company (Notes 15, 21 and 22) 5,167,081,225 -

Total Current Liabilities 6,717,300,823 192,789,904
Noneuorrent Liability
MNoncurrent portion of obligation under finance lease (Notes 18, 21 and 22)  10,820,551,658 -
(Capital Deficiency) Equity
Capital stock (Note 12} 562,500,000 562,500,000
Additional paid-in capital 92,679,327 92,679,327
Deposit for future stock subscriptions (Note 12) 2,846,595,000 -
Equity reserve (Notes 2 and 12) (3,613,990,097) 740,762,969
Deficit (388,161,687) (49,785,830)
Cost of ireasury shares held (Note 12} (288,514,127) (288.514,127)
Total (Capital Deficiency) Equity (789,191,584) 1,057,642,339
P16,748,660,897 £1,250,432,243

See accompanying Notes to Unandited Consolidated Financial Statements.



MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND

SUBSIDIARIES

(Formerly Manchester International Holdings Unlimited Corporation)

UNAUDITED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS ENDED MARCH 31, 2013

For the Three

Months Ended
March 31, 2013
{Note 2)
OPERATING COSTS AND EXPENSES
General and administrative expenses (Note 13) (#06,170,408)
Amortization of coniract acquisition costs (Note 9} (4,341,066)
Development costs (Note 14) (79,900,169)
Pre-opening costs (42,744,520)
Total Operating Costs and Expenses (193,156,163)
NON-OPERATING INCOME (EXPENSES)
Interest income 1,314,393
Interest expenses (142,623,505)
Foreign exchange loss — net (4,210,532)
Total Non-operating Expenses (145,519,694)
NET LOSS (338,675,857)
OTHER COMPREHENSIVE INCOME -
TOTAL COMPREHENSIVE LOSS (B338,675,857)
Basic/Diluted Loss Per Share (Note 16) (B0.322)

See accompanying Notes to Unaudited Consolidated Financial Statenents.
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MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND
SUBSIDIARIES

(Formerly Manchester International Holdings Unlimited Corporation)
UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE THREE MONTHS ENDED MARCH 31, 2013

For the Three
Menths Ended
March 31, 2013
(Note 2)
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss (£338,675,857)
Adjustments for:
Interest income (1,314,393)
Interest expenses 142,623,505
Amortization of contract acquisition costs 4,341,066
Ammortization of prepaid rent 440,797
Contract acquisition costs wrilten off to development costs (Note 9) 64,720,977
Unrealized foreign exchange loss — net 2,677,132
Operating loss before working capital changes (125,186,773)
Changes in current assets and Habilities:
Increase in prepayments and other current assets (11,130,490)
Decrease in acerued expenses, other payables and other current
liabilities (2,170,326)
Increase in amounts due to affiliated companies 38,474,350
Increase in amount due to ultimate holding company 17,159,115
Net cash used in operations (82,854,124)
Interest received 1,045,352

Net cash used in operating activities

(81,808,772)

CASH FLOWS FROM INVESTING ACTIVITIES

Cash used in reverse acquisition (Notes 1(b) and 2) (2,846,595,000)
Increase in restricted cash (2,030,800,000)
Increase in contract acquisition costs (1,123,068,504)
Increase in security deposit (175,599,470)
Acquisitions of property and equipment (90,327,098)
Increase in deposit for acquisition of property and equipment {655,723)
Cash used in invegting, activities (6,267,045,7795)
CASH FLOWS FROM FINANCING ACTIVITIES
Deposit for future stock subscriplions (Note 12) 2,846,595,000
Net proceeds from capital stock issuance of legal subsidiary 2,843,836,934
Amount due to intermediate holding company 811,652,686
Net cash provided by financing activities 6.502,091,620
EFFECT OF FOREIGN EXCHANGE ON CASH ANP CASH

EQUIVALENTS (65,100)
NET INCREASE IN CASH AND CASH EQUIVALENTS 153,171,953
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 1,152,021,960
CASH AND CASH EQUIVALENTS AT END OF PERIOD P1,305,193,213

Sece accompeanying Notes to Unandited Consolidated Financial Statements.,



MELCO CROWN (PHILIPPINES) RESORTS CORPORATION AND
SUBSIDIARIES
(Formerly Manchester International Holdings Unlimited Corporation)

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Business
() Corporate Information

Melco Crown (Philippines) Resorts Corporation (formerly Manchester International Holdings
Unlimited Corporation) (herein referred to as “MCP” or the “Parent Company”) is incorporated in
the Philippines and registered with the Philippine Securities and Exchange Commission (the
“SEC”). The shares of stock of the Parent Company are publicly traded in the Philippine Stock
Exchange (the “PSE”).

The Parent Company is engaged in acquiring investments and securities, Its principal place of
business is the Philippines and its registered office address is Canlubang Industrial Estate, Bo.
Pittland, Cabuyao, Laguna.

On March 5, 2013, the SEC approved the amendments to the articles of incorporation of the
Parent Company for change of its corporate name to Melco Crown (Philippines) Resorts
Corporation and its registered office address to 10th Floor, Liberty Center, 104 H.V. dela Costa
St., Saleedo Village, Makati City, which were approved by the stockholders of MCP on February
19, 2013.

On December 19, 2012, inmediately after the Acquisition Transaction as disclosed in Note 1(b),
the ultimate holding company of the Parent Company is Melco Crown Entertainment Limited
{referred to as “MCE"), a company incorporated in the Cayman Islands with its American
depository shares are traded on the NASDAQ Global Select Market in the United States of
America and its ordinary shares are traded on the Main Board of The Stock Exchange of Hong
Kong Limited in the Hong Kong Special Administrative Region of the People’s Republic of
China (“Hong Kong™).

(b) Change in Structure and Ownership of MCP

On December 7, 2012, MCE, through its wholly-owned indirect subsidiaries, MCE (Philippines)
Investments Limited (“MCE Investments™) and MCE (Philippines) Investments No.2 Corporation
(“MCE Investments No.2™), entered into an acquisition agreement (the “Acquisition Agreement”)
with the then major shareholders of MCP, Interpharma Holdings and Management Corporation
(“Interpharma™) and Pharma Industries Holdings Limited (collectively referred to as the “Selling
Shareholders™), subject to certain conditions precedent, to acquire from the Selling Shareholders
an aggregate of 93.06% of the issued share capital of MCP (the *Acquisition™).

Simultaneously with the execution of the Acquisition Agreement on December 7, 2012, MCP
entered into i) a deed of assignment with Interpharima in respect of the sale of its ownership
interest in its then wholly-owned subsidiary, Interphil Laboratories, Inc. and ii) a deed of
assignment with Mercator Holdings and Management Corporation, in respect of the sale of its
ownership interest in its then wholly-owned subsidiary, Lancashire Realty Holding Corporation.

The Acquisition was completed on December 19, 2012, MCE, through MCE Investments No.2
and MCE Investments acquired 255,270,156 Class A shares (61.95%) and 128,211,204 Class B
shares (31.11%) in MCP, respectively, in aggregate representing 93.06% equity shares of MCP
from the Selling Sharcholders (the “Acquisition Transaction™).
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On December 27, 2012, MCE Investments sold 20,191,100 Class B shares in MCP (4.9%) ta a
third party.

On February 19, 2013, the stockholders of MCP approved the declassification of the existing
900 million authorized capital stock of MCP, consisting of 60% Class A shares and 40% Class B
shares to a single class of common stock and denial of pre-emptive rights and the increase in
MCP’s anthorized capital stock to 5.9 billion divided into 5.9 billon shares with par value of B1
per share from authorized capital stock of 8900 million divided into 900 million shares with par
value of 1 per share.

On March 3, 2013, the SEC approved the declassification of the capital stock of MCP {0 a single
class of common stock and denial of pre-emptive rights. On April 8, 2013, the SEC also approved
the increase in authorized share capital stock of MCP.

On March 20, 2013, MCP entered into a subscription and share sale agreement (the “Subscription
and Share Sale Agreement™) with MCE Investments, which required MCE Investments to issue a
subseription notice on the same date to MCP for subscription of 2,846,595,000 common shares of
MCP at par value of B1 per share at total consideration of £2,846,595,000 (the “Share
Subscription Transaction™). The total consideration of £2,346,595,000 in respect of the Share
Subscription Transaction was fully settled by MCE Investments to MCP in four instalments on
January 30, March 22, March 25 and March 26, 2013, The amount was shown as Deposit for
future stock subscriptions in the unaudited consolidated balance sheet as of March 31, 2013, The
Share Subscription Transaction which was subject to the SEC’s approval for the increase in
MCP’s authorized capital stock as mentioned above, was completed on April 8, 2013,

As of March 31, 2013 and December 31, 2012, MCE through MCE Investments and MCE
Investments No.2, held an indirect ownership in MCP of 88.16%.

Subsidiaries of MCP and Group Reorganization

Before the Asset Acquisition Transaction as described below, MCE Investments holds 8,310,000
subscriber shares with par value of 21 per share of MCE Holdings (Philippines) Corporation
(herein referred to as “MCE Holdings™) at inception date. On February 18, 2013, the SEC
approved the increase in authorized capital stock of MCE Holdings 1o £200,000,000 divided into
200,000,000 common shares with par valve of 21 per share from authorized capital stock of
P33,240,000 divided into 33,240,000 common shares with par value of B1 per share. On February
19, 2013, MCE Investments subscribed additional 139,584,500 common shares of MCE Holdings
with par value of B1 per share at total consideration of £2,845,930,703 (the “Additional
Subscription Transaction”). Immediately after the Additional Subscription Transaction, MCE
Investments holds 147,894,500 issued and outstanding common shares of MCE Holdings with par
value of 21 per share.
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On March 20, 2013, pursuant to the terms of the Subscription and Share Sale Agreement, MCP
entered into a deed of assignment with MCE Investments, which MCP acquired all equity
interests of MCE Investments in MCE Holdings, consisting of 147,894,500 issued and
outstanding common shares with a par value of 21 per share, at a consideration of £7,198,590,000
(the “Asset Acquisition Transaction”). MCE Holdings holds 100% direct ownership interests in
MCE Holdings No.2 (Philippines) Corporation (herein referred to as “MCE Holdings No.2™),
which in turn holds 100% direct ownership interests in MCE Leisure (Philippines) Corporation
(herein referred to as “MCE Leisure™) (collectively referred to the “MCE Holdings Group™). Asa
result of the Asset Acquisition Transaction, MCE Holdings Group become wholly-owned
subsidiaries of MCP.

As of March 31, 2013, MCP’s wholly-owned subsidiaries included MCE Holdings, MCE
Holdings No.2 and MCE Leisure (together with MCP collectively referred to as the “Group™).
MCE Holdings, MCE Holdings No.2 and MCE Leisure were all incorporated in the Philippines
and were registered with the SEC on August 13, 2012, August 22, 2012 and August 30, 2012,
respectively. The primary purpose of MCE Holdings and MCE Holdings No.2 is investment
holding and the primary purpose of MCE Leisure is to develop and operate tourist facilities,
including hotel casino entertainment complexes with hotel, retail and ammsement areas and
themed development components.

(d) Activities of MCE Holdings Group

On July 5, 2012, MCE, through its indirect subsidiary, MPEL Projects Limited, entered into a
memorandum of agreement (the “MOA™) with SM Investments Corporation, SM Land, Inc., SM
Hotels and Conventions Corporation (formerly SM Hotels Corporation), SM Commercial
Properties, Inc. and SM Development Corporation (collectively, the “SM Group®), Belle
Corporation (“Belle™) and PremiumLeisure and Amusement, Inc. (“PLAI”) (collectively, the
“Philippine Parties™) for the development of an integrated resort project located within
Entertainment City, Manila comprising a casino, hotel, retail and entertainment complex (the
“Philippines Project”). Further to the MOA, on October 25, 2012, MCE Holdings Group 1)
together with certain of its affiliated companies entered into a closing arrangement agreement (the
“Closing Arrangement Agreement”); and ii) entered into a cooperation agreement (the
“Cooperation Agreement”) and other related arrangements with the Philippine Parties; and MCE
Leisure entered into a lease agreement (the “Lease Agreement™) with Belle, for the Philippines
Project. On March 13, 2013, the date on which the conditions to closing under the Closing
Arrangement Agreement were fulfilled, or waived, the Cooperation Agreement and the Lease
Agreement became effective, with minor changes {o the original terms. In addition, MCE
Holdings Group and the Philippine Parties enfered into an operating agreement (the “Operating
Agreement™) on March 13, 2013, pursuant to which MCE ILeisure has been granted the exclusive
right to manage, operate and control the Philippines Project. Details of these agreements are
further discussed in Note 19.
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Provisional License

On December 12, 2008, the Philippine Amusement and Gaming Corporation (“PAGCOR™) issued
a provisional license (the “Provisional License™) for the development of the Philippines Project to
the SM Group and PLAL On November 23, 2011, PAGCOR approved the inclusion of Belle as a
licensee under the Provisional License. On October 25, 2012, further to the Cooperation
Agreement as mentioned above, PAGCOR acknowledged the inclusion of, amongst others, MCE
Leisure as a co-licensee, as well as the “special purpose entity”, to take effect as of the effective
date of the Cooperation Agreement, allowing MCE Leisure to be the operator to operate the
casino business and as representative for itself and on behalf of the other co-licensees under the
Provisional License in their dealings with PAGCOR. The Cooperation Agreement became
effective on March 13, 2013, the date on which closing under the Closing Arrangement
Agreement dated October 25, 2012 occurred. As a result, MCE Holdings Group and the
Philippine Parties together became co-licensees (the “Licensees™) under the Provisional License
granted by PAGCOR for the establishment and operation of the Philippines Project. The
Provisional License, as well as any regular license to be issued to replace it upon satisfaction of
certain conditions, is concurrent with section 13 of Presidential Decree No. 1869 (the “PAGCOR
Charter™), will expire on July 11, 2033, Further details of the terms and conumitments under the
Provisional License are included in Note 20(c).

Status of Operations for the Philippines Project

The Group and the Philippine Parties are the joint developers of the Philippines Proiect. MCE
Leisure is responsible for the management and operation, as well as for the project’s fit-out,
furniture, fixtures and equipment (including gaming equipment), working capital expenses, non-
real property improvements and personal property of the Philippines Project, and Belle is
responsible for construction of the building structures of the Philippines Project.

The Philippines Project is located on an approximately 6.2-hectare site in Entertainment City. As
of March 31, 2013, the construction on the main building structutes of the Philippines Project is
substantially completed, while the construction of the counecting structures and the fit-out
construction of 1he Philippines Project are ongoing.

2

Summary of Significant Accounting Policies

Basis of Preparation
The unaudited consolidated financial statements have been prepared under the historical cost basis.

Historical cost is generally based on the fair value of the consideration given in exchange for assets.
The unaudited consolidated financial statements are presented in Philippine peso, the functional and
presentation currency of the Parent Company and its subsidiaries. All values are rounded off to the
nearest peso, unless otherwise indicated.

For statutory reporting purposes, the Parent Company prepares consolidated financial statements
every 31st of December.



On March 20, 2013, MCP completed the Asset Acquisition Transaction for acquiring 100%
ownership interests in MCE Holdings Group with net assets value of £2,609,588,776 from MCE
Investments for a consideration of £7,198,590,000 (see Note 1{c)). Because MCP does not meet the
definition of a business, the MCE Holdings Group was deemed to be the accounting acquirer for
accounting purposes. The acquisition was accounted for similar to a reverse acquisition following the
guidance provided by the standard. In a reverse acquisition, the legal parent, MCP is identified as the
acquiree for accounting purposes because based on the substance of the transaction, the legal
subsidiary, MCE Holdings Group is adjudged to be the entity that gained control over the legal parent.
Accordingly, the unaudited consolidated financial statements of MCP have been prepared as a
continuation of the financial statements of the MCE Holdings Group. The MCE Holdings Group has
accounted for the acquisition of MCP on December 19, 2012, which was the date when MCE (hrough
MCE Investments and MCE Investments No.2 acquired control of MCP (see the Acquisition
Transaction in Note 1(b)).

The comparative financial information as of March 31, 2012 has not been presented in the unandited
consolidated financial statements as all companies within the MCE Holdings Group were
incorporated on or after August 13, 2012. The audited consolidated balance sheet as of Decermber 31,
2012 presented in the unaudited consolidated financial statements as of March 31, 2013, for
comparative purposes, are retroactively adjusted to reflect the legal capital (i.e., the number and type
of Capital stock issued, Additional paid-in capital and Cost of treasury shares held) of MCP. The
adjustment, which is the difference between the capital structure of the MCE Holdings Group and
MCP, is recognized as part of Equity reserve in the unaudited and audited consolidated balance sheets
as of March 31, 2013 and December 31, 2012, respectively.

Because the unaudited consolidated financial statements represent a continuation of the financial
statemnents of the MCE Holdings Group, except for its capital structure, the consolidation reflects:

(a) the consolidated assets and liabilities of the MCE Holdings Group (legal subsidiary/accounting
acquirer) recognized and measured at their pre-combination carrying amounts, not at their
acquisition-date fair values and the assets and liabilities of MCP (legal parent/accounting
acquiree) recognized and measured at their acquisition-date fair values (Cash and cash equivalents
- £1,143,864,492; Prepayments and other current assets - 530,154 and Accrued expenses and
other current liabilitfes - 45,276,477);

(b) the combined deficit of the MCE Holdings Group for full period together with the post-
combination results of MCP from December 19, 2012, the date when MCP was acquired by MCE
(i.e., not those of MCP);

(c) the total capital deficiency is that of the MCE Holdings Group and MCP, but the legal capital
would be that of MCP;

(d) any difference between (1) the consolidated net assets of the MCE Holdings Group and the net
assets (liabilities) of MCP, and (2) the combined deficit of the MCE Holdings Group for full
period together with the post-combination results of MCP from December 19, 2012 and the sum
of legal capital of MCP and the consideration of the Assets Acquisition Transaction, shall be
accounted for as Equily reserve in the unaudited and audited consolidated balance sheets as of
March 31, 2013 and December 31, 2012, respectively; and

(¢) the unaudited consolidated statement of comprehensive income for the three months ended March
31, 2013 reflects that of MCE Holdings Group together with MCP for the full period.
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Reverse acquisition applies only to the consolidated finaneial statements of MCP, The Parent
Company financial statements will continue to represent MCP as a stand-alone entity as at March 31,
2013 and December 31, 2012,

Statement of Compliance
The Group’s unaudited consolidated financial statements have been prepared in conformity with

PFRS. PFRS includes both standard titles PFRS and Philippine Accounting Standards (“PAS™) and
Philippine Interpretations based on equivalent interpretations from International Finaneial Reporting
Interpretations Committee (“IFRIC™) as issued by the Financial Reporting Standards Council
(“FRSC?).

Cash and cash eqnivalents
Cash and cash equivalents consist of cash on hand and cash in banks which are unvestricted as to
withdrawal and use.

Restricted Cash
Restricted cash represents cash in escrow account as required in the Provisional License issued by
PAGCOR for the development of the Philippines Project.

Financial Assets and Liabilities

Dare of Recognition. The Group recognizes a financial asset or a financial liability in the unaudited
and audited consolidated balance sheets when it becomes a parfy to the contractual provisions of the
instrument. In the case of a regular way purchase or sale of financial assets, recognition and
derecognition, as applicable, are done using trade date accounting.

Initial and Subsequent Recognition of Financial Inseruments. Financial instruments are recognized
initially at fair value, which is the fair value of the consideration given {in case of an asset) or
received (in case of a liability). The initial measurement of financial instruments, except for those at
fair value through profit or loss, includes transaction cost.

The Group classifies its financial assets in the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-1o-maturity investments and available-for-sale
financial assets. Financial liabilities are classified as financial liabilities at fair value through profit or
loss or other financial liabilities. The classification depends on the purpose for which the instruments
were acquired or liabilities incurred and whether they are quoted in an active market, Management
determines the classification at initial recognition. and, where allowed-and appropriate, re-gvaluates
this classification at every balance sheet date. The Group has no financial assets or liabilities at fair
vahue through profit or loss, held-to-maturity invesiments and available-for-sale financial assets as of
March 31, 2013 and December 31, 2012,

Determination of Feir Value. The fair value of financial instruments traded in active markets at the
balance sheel date is based on their quoted market price or dealer price quotations (bid price for long
positions and asking price for short positions}, without any deduction for transaction costs, When
current bid and asking prices are not available, the price of the most recent transaction provides
evidence of the current fair value as long as there has not been a significant change in economic
circumstances since (he lime of the transaction.

For all other financial instraments not listed in an active market, the fair value is determined by using
appropriate valuation techniques. Valuation techniques include net present value techniques,
comparison to similar instruments for which market observable prices exist, options pricing models,
and other relevant valuation models.
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“Day 1" Profit. Where the transaction price in a non-active market is different from the fair value of
other observable current market transactions in the same instrument or based on a valuation technique
whose vatiables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value (a “Day 1” profit) in the unaudited consolidated statement
of comprehensive income unless it qualifies for recognition as some other type of asset. In cases
where unobservable data is used, the difference between the transaction price and model value is only
recognized in the unaudited consolidated statement of comprehensive income when the inputs become
observable or when the instrument is derecognized. For each transaction, the Group determines the
appropriate method of recognizing the “Day 1” profit amount.

Loans and Receivables. Loans and receivables are nonderivative financial assets with fixed or
determinable payments and fixed maturities that are not quoted in an active market. After initial
measurement, loans and receivables are subsequently carried at amortized cost using the effective
interest method, less any allowance for impairment. Amortized cost is calculated by taking into
account any discount or premium on acquisition and includes fees and costs that are an integral part of
the effective intcrest. Gains and losses are recognized in the unaudited consoclidated slatement of
comprehensive income when the loans and receivables are derecognized or impaired, as weil as
through the amortization process. Loans and receivables are included in current assets if magurity is
within 12 months from the balance sheet date, otherwise, these are classified as noncurrent assets.

This category includes cash and cash equivalents, restricted cash and security deposit included under
other noncurrent assets (see Note 10). The carrying values and fair values of loans and receivables
are disclosed in Note 22,

Other Financial Liabilities. This category pertains to financial liabilities that are not held for trading
or not designated as at fair value through profit or loss upon the inception of the Hability. These
include liabilities arising from operations and loans and borrowings.

Afier initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method. Gains and losses are recognized in the unaudited
consolidated statement of comprehensive income when the liabilities are derecognized, as well as
through the amortization process. Other financial Liabilities are included in current liabilities if
maturity is within 12 months from the balance sheet date, otherwise, these are classified as noncurrent
liabilities.

This category includes accrued expenses, other payables and other current liabilities (see Note 11),
current and noncurrent portion of obligation under finance lease (see Note 18), amounts due to
affiliated companies, ultimate holding company and intermediate holding company (see Note 15).
The carrying values and fair values of other financial liabilities are disclosed in Note 22.

Impairment of Financial Assets

The Group assesses at each balance sheet date whether there is any objective evidence that a financial
asset or group of financial assets is impaired. A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or
more events that has occurred after the initiaf recognition of the asset (an incurred “loss event”) and
that loss event has an impact on the estimated fature cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Objective evidence of impairment may include
indications that the debtors or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter
bankruptey or other financial reorganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.
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Assets Carried at Amortized Cost. 1f there is objective evidence that an impairment loss on loans and
receivables carried at amortized cost has been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset
shall be reduced cither directly or through the use of an allowance account. The amount of loss shall
be charged to current operations. Interest income coniinues to be accrued on the reduced carrying
amount based on the original effective interest rate of the asset. Loans and receivables together with
the associated allowance are written-off at each balance sheet date when there is no realistic prospect
of future recovery and all collateral has been realized or has been transferred to the Group.

The Group first assesses whether an objective evidence of impairment exists individually for financial
assets that arc individually significant, or collectively for financial assets that are not individually
significant. Ifit is determined that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, the asset is included in a group of financial assets
with similar credit risk characteristics and that group of financial assels is collectively assessed for
impairment. Assects that are individually assessed for impairment and for which an impainnent loss is
or continues to be recognized are not included in a collective assessment of impairment,

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is recognized
in the unaudited consolidated statement of comprehensive income to the extent that the carrying value
of the asset does not exceed its amortized cost at the reversal date.

Derecognition of Financial Assets and Iiabilities

Financial Assets. A financial asset (or, where applicable, a part of a financial asset or part of a group
of similar financial assets) is derecognized when:

= the rights to receive cash flows from the asset have expired;

* the Group retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a “pass-through” arrangement; or

* the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognized to the extent of the Group’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

Financial Liabilities. A financial lability is derecognized when the obligation under the liability is
discharged, cancelled or expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or medification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is recognized
in the unaudited consolidated statement of comprehensive income.



Offsetting of Financial Instruments
Financial assets and liabilities are offset and the net amount is reported in the unaudited and audited

consolidated balance sheets if, and only if, there is currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and settle
the liability simultancously. This is generally not the case with master netting agreements and the
related assets and liabilities are presented at gross amounts in the unaudited and audited consolidated
balance sheets.

Property and BEquipment

Property and equipment including buildings (classified as finance lease) held for use in the production
or supply of goods and services, or for adminisirative purposes, is stated at cost, excluding the costs of
day-to-day servicing, less accumulated depreciation, amortization and any impairment in value,
Property and equipment under construction are carried at cost less any recognized impairment losses,
if any.

The initial cost of property and equipment consists of its purchase price and any directly atiributable
costs in bringing the assel to its working condition and location for its intended use, Such cost
includes the cost of replacing part of such property and equipment when that cost is incurred and the
recognition criteria are met. Property and equipment also includes, if any, costs of dismantlement,
removal or restoration, the obligation for which the entity incurs when it installs or uses the assets.

Property and equipment with a finite useful life is depreciated on a straight-line basis over the asset’s
estimaled useful life. Estimated useful lives are as follows:

Classification Estimated Useful Life

Building under finance lease 23 years or over the term of the lease agreement,
whichever is shorter

Motor vehicle 5 years

Office equipment 3 to 4 years

The assets’ residual values, useful lives and depreciation and amortization method are reviewed, and
adjusted if appropriate, at cach balance sheet date, to ensure that the periods and method of
depreciation and amortization are consistent with the expected pattern of economic benefits from the
items of property and equipment,

When each major inspection is performed, its cost is recognized in the carrying amount of the
property and equipment as a replacement, if the recognition criteria are satisfied,

When assets are retired or otherwise disposed of, the cost and the related accummlated depreciation,
amortization and any impairment in value are removed from the accounts and any resulting gain or
loss is credited or charged to the imaudited consolidated statement of comprehensive income.

Fully depreciated asscts are retained in the accounts until they are no longer in use and no forther
depreciation and amortization is charged to current operations.
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During the process of design and construction of the Philippines Project’s fit-out under the
Cooperation Agreement, dircet and incremental costs related to the design and construction of the
project’s fit-out, including costs under the design and construction contracts, duties and tariffs,
equipment jnstallation, shipping costs, payroll and payroll-benefit related costs and applicable portion
of finance interest cost are capitalized to appropriate categories of property and equipment. The
capitalization of such costs begins when the design and construction of the project’s fit-out starts and
ceases once it is substantially conipleted or design and constraction activity of the project’s fit-out is
suspended for more than a brief period.

Depreciation expense related to capitalized cost of the project’s fit-out is recognized from the time
each asset is placed in service and it will be depreciated over the term of the Operating Asreement or
estimated wseful life of the asset, whichever is shorter and tested for impairment if there is an
indication that the asset may be impaired. This may occur at different stages as hotel casino
entertainment complex are completed and opened.

Assets held under finance leases are depreciated when the assel is ready for intended use over their
expected useful lives on the same basis as owned assets, However, when there is no reasonable
certainty than ownership will be obfained by the end of the lease ferim, assets are depreciated over the
shorter of the lcase term and their useful lives.

Intangible Assets

Contract Acquisition Costs

Certain cosis incurred by MCE Leisure to obtain various agreements in its capacity as the sole and
exclusive operator and manager of the casine project bave been capitalized as contract acquisition
costs. These costs include considerations paid to Belle for termination of various agreements with a
third party upon completion of the Closing Arrangement Agreement on March 13, 2013 and the
amounts paid {o third parties and other directly attributable costs in obtaining the contracts such as
legal fees, documentary stamps tax on the agreements and olher professional fees incurred in the
contract negotiations.

Upon completion of the Closing Arrangement Agreement and the effective of the Lease Agreement
on March 13, 2013, the portion of the contract acquisition costs incurred in relation to the coniract
negotiations classified as operating lease is immediately written off to the Development costs (see
Note 14), with the remaining portion incurred in relation to the contract negotiations classified as
building under finance lease is capitalized to the finance lease asset, As of Marcl 31, 2013, the
contract acquisition costs, which represents the consideration paid to Belle for termination of various
agreements as mentioned above, is amortized over the tenn of the Operating Agreement and tested for
impairment if there is an indication that the asset may be impaired.
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Impairment of Non-financial Assets
The carrying values of non-financial assets, including property and equipment and contract

acquisition costs, are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying values may not be recoverable. If any such indication exists and where the carrying
values exceed the estimated recoverable amounts, the assets or cash-generating units are written down
to their recoverable amounts. The recoverable amount of the asset is the greater of fair value less
costs to sell or value in use. The fair value is the amount obtainable from the sale of an asset in an
arm’s length transaction between knowledgeable and willing parties. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pretax discount rate that
reflects current market assessment of the time value of money and the risks specific to the asset. For
an asset that does not generate largely independent cash inflows, the recoverable amount is
determined for the cash-generating unit to which the asset belongs. Impairment loss, if any, is
recognized in the unaudited consolidated statement of comprehensive income in {hose expense
calegories consistent with the funetion of the impaired asset.

An assessment is made at each balance sheet date as to whether there is any indication that previously
recognized impairment losses, if any, may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognized impairment loss is reversed only
if there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognized. If that is the case, the carrying amount of the asse js increased
to its recoverable amount. That increased amount cannot exceed the carrying amount that would have
been determined, net of depreciation and amortization, had no impairment loss been recognized for
the asset in prior years, Such reversal is recognized in the unaudited consolidated statement of
comprehensive income. After such a reversal, the depreciation and amortization charges are adjusted
in future periods to allocate the asset’s revised carrying amount, less any residual value, on a
systematic basis over its remaining useful life.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
If the effect of the time value of money is material, provisions are deternined by discounting the
expected future cash flows at a pretax rate that reflects current market assessment of the time value of
money and, where appropriate, the risks specific to the liability,. Where discounting is used, the
increase in the provision due to the passage of time is recognized as an interest expense.

Capital Stock
Capital stock is measured at par value for all shares issued. Incremental costs incurred that are

directly attributable to the issuance of new shares are shown in equity as a deduction from proceeds,
net of tax. Proceeds and/or fair value of considerations received in excess of par value, if any, are
recognized as additional paid-in capital.

Deposit for Future Stock Subsetiption

Deposit for future stock subscriptions represents the additional capital invested by the stockholders
that will be credited to capital stock upon approval by the SEC of the Parent Company’s application
for increase in its authorized capital stock, which was subsequently approved by the SEC on April 8,
2013.

Equity Reserve
Equity reserve account pertains to the effect of the reverse acquisition discussed in Nate 2 under Basis

of preparation, The analysis of the equity reserve account is presented in Note 12.
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Deficit

Deficit represents the Group’s cumulative net losses. Deficit may also include effect of changes in
accounting policy as may be required by the standards® transitional provisions or amendments to the
standards.

Treasury Shares
The Parent Company’s equity instruments which are reacquired are classified as treasury shares, and

are deducted from equity at acquisition cost. No gain or loss is recognized in the unaudited
consolidated statement of comprehensive income on the purchase, sale, issue or cancellation of the
Parent Company’s equity instruments.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits associated with the
transaction will flow to the Group and the amount of the revenue can be measured reliably.

The following specific recognition criteria must also be met before revenue is recognized:

Interest Income. Interest income is recognized on a time proportionate basis that reflects as the
effective yield on the asset,

Expenses Recognition

Expenses are decreases in economic benefits during the accounting period in the form of outflows or
decrease of assets or incurrence of liabilities that result in decreases in equity, other than those relating
to distributions to equity participants, Expenses are recognized in the unaudited consolidated
statement of comprehensive income in the period these are incurred.

Development Costs
Development costs include costs associated with the Group’s evaluation and pursuit of new business

opportunjties, which are expensed as tncurred.

Pre-opening Costs
Pre-opening costs, consists primarily of expenses related to new or start-up operation, are expensed as
incurred.

Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfillment of the arrangement is dependent on
the use of a specific asset or assets and the arrangement conveys a right to use the asset. A
reassessment is made after inception of the lease only if one of the following applies:

{a) There is a change in contractual terms, other than a renewal or extension of the arrangement;

(b) A renewal option is exercised or extension granted, unless the term of the renewal or extension
was initially included in the lease term;

(c) There is a change in the detenmination of whether fulfillment is dependent on a specified assel; or
{d) There is a substantial change to the asset.
Wlhere a reassessment is made, lease accounting shall commence or cease from the dafe when the

change In circumstances gave rise to the reassessment for scenarios (a), (¢} or (d) and at the date of
renewal or exlension period for scenario (b).
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As a lessee. Finance leases that transfer substantially all the risks and benefits incidental to ownership
of the leased asset to the Group, are capitalized at the commencement of the lease at the fair value of
the leased property or, if lower, at the present value of the minimum lease payments. Lease payments
are apportioned between finance charges and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are recognized in
finance costs in the unaudited consolidated statement of comprehensive income.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the lease term.

Operating lease payments are recognized as an operating expense in the unaudited consolidated
statement of comprehensive income on a straight-line basis over the lease term.

For income tax reporting purposes, expenses under operating lease arrangements are treated as
deductible expenses in conformity with the terms of the lease agreements.

Foreign Currency Transactiong
The Group’s financial statements are presented in the Philippine peso, the functional currency of the

Group. Transactions in foreign currencies are initially recorded at the functional currency rate at the
date of the transaction. Monetary assets and liabilitics denominated in foreign currencies are
retranslated at the functional currency rate of exchange at the balance sheet date. All differences are
taken to the unaudited consolidated statement of comprehensive income. All exchauge rate
differences including those arising on the settlement of monetary items at rates different from those at
which these were recorded are recognized in the unaudited consolidated statement of comprehensive
income in the period in which the differences arise,

For income tax reporting purposes, exchange gains or losses are treated as faxable income or
deductible expense in the period these are realized.

Income Tax

Current Tax, Current tax assets and liabilities for the current and prior periods are measured at the
amount expected 1o be recovered from or paid (o the tax authorities. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted as of the balance sheet date.

Deferred Tax. Deferred tax is provided using the Hability method on temporary differences at the
balance sheet date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes. Deferred tax liabilities are recognized for all taxable temporary
differences, except:

* where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

* inrespect of taxable temporary differences associated with investments in subsidiaries, where the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse In the foreseeable future.
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Deferred tax assets are recognized for all deductible temporary differences, carryforward benefits of
unused tax credit and unused tax losses to the exfent that it is probable that taxable profit will be
available against which the deductible temporary differences can be utilized, except:

= where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

= inrespect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and faxable profit will be available against which
the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilized.

Unrecognized deferred tax assets are reassessed at each balance sheet date and are recopnized to the
extent that it has become probable that future taxable profit will allow the deferred tax assets to be
recovered,

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the assets are realized or the liabilities are settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.

Deferred tax relating to items recognized outside profit or loss is recognized in correlation to the
underlying fransaction either in other comprehensive loss or directly in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to offset
cwrrent 1ax assets against current tax liabilities and the deferred taxes relate to the same taxable entity
and the same tax authority,

Valie-ddded Tax (“VAT”). Revenue, expenses and assels are recognized net of the amount of
value-added fax, except:

» where the VAT incurred on a purchase of assets or services is not recoverable from ilie tax
authority, in which case the VAT is recognized as part of the cost of acquisition of the asset or as
part of the expense item as applicable; and

* receivables and payables that are stated with the amount of VAT inclunded.

The net amount of VAT recoverable from the tax authority is included under Prepayments and other
current assets in the unaudited and audited consolidated balance sheets.

Loss Per Share
The Group presents basic and diluted loss per share for its common shares,

Basic loss per share is detennined by dividing net loss for the period by the weighled average number
of common shares issued and outstanding during the period. Diluted loss per share is coraputed in the
same manner, adjusted for the ditutive effect of any polential common shares.

Sinee the Parent Company has no potential dilutive common shares, basic and dihrted loss per share
are stated at the same amount.



Contingencies

Contingent liabilities are not recognized in the unaudited consolidated financial statements. These are
disclosed in the notes to unaudited consolidated financial statements unless the possibility of an
outflow of resources embodying econormic benefits is remote. Contingent assets are not recognized in
the unaudited consolidated financial statements but are disclosed in the notes to unaudited
consolidated financial statements when an inflow of economic benefits is probable.

Segment Reporting
A segment is a distinguishable coinponent of the Group that is engaged either in providing products or

services within a particular economic environment subject to risks and rewards that are different from
those of other segments, which operating results are regularly reviewed by the chief operating
decision maker to make decisions about how resources are to be allocated to each of the segments and
to assess their performances, and for which discrete financial information is available. As of March
31, 2013 and December 31, 2012, the Group did not present the segment reporting as the Group’s
Philippines Project which is currently in an early phase of development, had no revenue and meurred
insignificant expenses for the three months ended March 31, 2013.

Subsequent BEvents

Post period-end events that provide additional information about the Group’s financial position at the
balance sheet date (adjusting events) are reflected in the unandited consalidated financial statements.
Post period-end events that are not adjusting events are disclosed in the notes to unaudited
consolidated financial statements when material,

Accounting Policies Effective During the Perjed and Fature Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial period except for
adoption of the following new and amended PFRS as at January 1, 2013. The adoption of these new
and amended PFRS and Philippine Interpretations had no significant impact on the unaudited
consolidated financial statements:

* PAS 1, Presentation of Financial Statements - Presentation of Items of Qther Comprehensive
Income or OCI (Amendments)

® PAS 19, Employee Benefits (Revised)

* YFRS 7, Financial instruments: Disclosures — Offsetting Financial Assets and Finaneial
Liabifities (Amendments)

PERS 10, Consolidated Financial Statements

PFRS 13, Fair Value Measurement

PAS 27, Separate Financial Statements (as revised in 2011)

Annual Improvements to PFRSs (2009-2011 cycle)

Amendments to PRFS 10, PFRS11 and PFRS12 on transitional guidance

"= m ® K =
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| Standards Issued But Not Yet Effective

Standards issued but not yet effective up to the date of issuance of the unaudited consolidated
financial statements which are relevant to the Group are listed below. This listing of standards and
interpretations issued are those that the Group reasonably expects (o have an impact on disclosures,
financial position or performance when applied at a future date. The Group intends to adopt these
standards when they become effective. Except as otherwise indicated, the Group does not expect the
adoption of these new and amended PFRS and Philippine Interpretations to have significant impact on
the Group’s financial position or performance.

PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)

The amendments clarify the meaning of “currently has a legally enforceable right to set-off” and
alse clarify the application of the PAS 32 offseiting criteria to settlement systems (such as central
clearing house systems) which apply gross settlement mechanisms that are not simultaneous. The
amendments to PAS 32 are to be retrospectively applied for annual periods beginning on or after
January 1, 2014.

PY¥RS 9, Financial Instrinrents

PFRS 9, as issued, reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39, Financial
Instruments: Recognition and Measurement. Work on impairment of financial instruments and
hedge accounting is still ongoing, with a view to replacing PAS 39 in its entirety. PFRS 9
requires all financial assets to be measured at fair value at initial recognition. A debt financial
asset may, if the fair value option (“FVO”} is not invoked, be subsequently measured at amortized
cost ifil is held within a business model that has the objective to hold the assets to collect the
contractual cash flows and its contractual terms give rise, on specified dates, to cash flows that are
solely payments of principal and interest on the principal outstanding. All other debt instruments
are subsequently measured at fair value through profit or loss. All equity financial assets are
measured at fair value either through other compreliensive income (“OCI”) or profil or loss.
Equity financial assets held for trading must be measured at fair value through profil or loss. For
FVO liabilides, the amount of change in the fair valve of a liability that is attributable to changes
in credit risk must be presented in OCL The remainder of the change in fair value is presented in
profit or loss, unless presentation of the fair value change in respect of the liability’s credit risk in
OCT would create or enlarge an accounting mismatch in profit or loss. All other PAS 39
classification and measurement requirements for finaneial liabilities have been carried forward
inta PFRS 9, including the embedded derivative separation rules and the criteria for using the
FVO. The standard becomes effective for annual periods beginning on or after January 1, 2015,

Philippine Interpretation IFRIC 15, Agrecments for the Construction of Reaf Estate

This inferpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estale directly or through subcontractors. The SEC and the
FRSC have deferred the effectivity of this interpretation until the final Revenue standard is issued
by the International Accounting Standards Board (“IASB) and an evaluation of the requirements
of the final Revenue standard against the practices of the Philippine real estate industry is
completed.
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* PFRS 7 and PFRSS, Mandatory Effective Date of PFRS 9 and Transitional Disclosure
{Amendment)

Following the FASBE’s decision in December 2011 to defer the effective date of International
Financial Reporting Standard (“IFRS™) 9, the standard is effective for annual petiods beginning
on or after 1 January 2015 with early adoption permitted. IASB issued IFRS 9 and IFRS 7
(Amendments) — “Mandatory Effective Date of IFRS 9 and Transitional Disclosure”.

Accordingly, FRSC adopted this amendment as PFRS 9 and PFRS 7 {Amendments) - “Mandatory
Effective Date of PFRS 9 and Transitional Disclosure™.

4,

Significant Accounting Judgments, Estimates and Assumptions

The preparation. of the Group's unaudited consalidated financial statements requires management to
make judgments, estimates and assumptions. The estimates and assumptions used in the unaudited
consolidated financial statements are based upon management’s evaluation of relevant facts and
circumstances as of the date of the unaudited consolidated financial statements. Actual results could
differ from such estimates.

Judgments

In the process of applying the Group’s policies, management has made the following judziments
which have the most significant effect on the amounts recognized in the unaudited consolidated
financial statements.

Functional Curvency. Based on the economic substance of underlying circumstances relevant to the
Group, the functional currency of the Parent Company and its subsidiaries has been determined 10 be
the Philippine peso. The Philippine peso is the currency of the primary economic environment in
which the Parent Company and its subsidiaries operate and it is the currency that mainly influences
the revenue and expenses for management and operation of the Philippines Project.

Evafuating Lease Agreement. The Group has entered into the Lease Agreement with Belle for the
Philippines Project which became effective on March 13, 2013. The determination of whether a lease
agreement has to be accounted for as operating or finance lease requires significant judgment. The
result of this determination can be significant to the Group’s financial position or performance as the
classification of the amounts of property and equipment and lease obligation depends on this
assessment.

The Group, at inception of the Lease Agreement on March 13, 2013, has determined based on an
evaluation of the terms and conditions of the arrangements, that the lessor transfers substantially all
the risks and benefits incidental to ownership of the building to the Group. The present valve of the
minimum lease payments is significantly higher than the fair value of the building at the lease
inception date. Management considered this factor as key in assessing whether the risks and rewards
of incidental to ownership of the building had effectively been transferred to the Group., Meanwhile,
the lease on the land is consjdered as operating lease because Belle retains all the significant risks and
rewards of ownership on the land at the end of the lease term and does not provide the Group with a
bargain purchase option over the leased asset (see Note 19(c)).

Estimates and Assumptions

The key estimates and assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date that may have a significant risk of causing material adjustments
to the carrying amounts of assets and liabilities within the next financial year are discussed below.
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Estimating Useful Lives of Property and Equipment. The Group estimates the useful lives of property

" and equipment based on the period over which the assets are expected to be available for operational
use. The estimated useful lives of property and equipment are reviewed periodically and are updated
if expectations differ from previous estimates due to physical wear and tear, technical or commereial
obsolescence and legal or other limits on the use of the assets. In addition, estimation of the useful
lives of property and equipment is based on collective assessment of indusiry practice, internal
technical evaluation and experience with similar assets. It is possible, however, that future resuits of
operations could be materially affected by changes in estimates brought about by changes in factors
mentioned above. A reduction in the estimated useful life of property and equipment would increase
the recorded expenses and decrease noncurent assels.

There were no changes made in the estimated useful fives of the Group’s property and equipment.
The carrying values of property and equipment amowsted to #12.17 billion and ®39.3 million as of
March 31, 2013 and December 31, 2012, respectively (see Note 7).

Tmpairment of Non-financial Assets. PFRS requires that an impainnent review be performed when
certain impairment indicators are present. Determining the value of property and equipment and
contract acquisition costs, which requires the detenmination of future cash flows expected to be
generated from the continued use and ultimate disposition of such assets, requires the Group to make
estimates and assuniptions that can materially affect the unaudited consolidated financial statements.
Future events could cause the Group to conclude that such assets are impaired. Any resuliing
impairment could have a material impact on the financial condition and results of operation of the
Group.

The preparation of the estimated future cash flows involves judgment and estimations. ‘While the
Group believes that its assumptions are appropriate and reasonable, significant changes in these
assumptions may materially affect the Group’s assessment of recoverable values and may lead to
future additional impairment charges under PFRS.

No impainment loss was recognized for the three months ended March 31, 2013, The carrying values
of property and equipment amounted to B12.17 billion and £39.3 million as of March 31, 2013 and
December 31, 2012, respectively (see Note 7), while the carrying values of contract acquisition costs
amounied to 1,06 billion and £58.4 million as of March 31, 2013 and December 31, 2012,
respectively (see Note 9).

Recognition of Deferred Tax Assets. The Group reviews the carrying amounts at the end of each
reporting period and reduced these to the extent that it is no longer probable that sufficient taxable
income will be available to allow all or part of the deferred tax assets to be utilized. The Group’s
assessment on the recognition of deferred tax assets on deductible temporary differences is based on
the level and timing of forecasted taxable income of the subsequent reporting periods. The forecast is
based on past results and fature expectations on revenues and expenses as well as future tax planning
strategies. However, there is no assurance that the Group will generate sufficient taxable income to
allow all or part of its deferred income tax asseis to be utilized.

Management believes that the tax benefits granted to PAGCOR under its charter inure to the benefit
of, and extend to the Group in accordance with the PAGCOR Charter as of March 31, 2013 and
December 31, 2012 (see Note 17).

Deferred tax assets were not recognized because management believes that future taxable profit will
not be available against which the deferred tax assets can be utitized.

Unrecognized deferred tax assets amounted to 2116.9 million and £15.0 million as of March 31, 2013
and December 31, 2012, respectively (see Note 17).
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5. Cash and Cash Equivalents

This account consists of:
March 31, December 31,

2013 2012

{Unaudited) {Audited)

Cash on hand P205,228 P-
Cash in banks 1,304,988,685  1,152,021,960

P1,305,193,913  R1,152,021,960

Cash in banks earn interest at the respective bank deposit rates. Interest income from bark deposits
amounted to 21,045,352 for the three months ended March 31, 2013,

6. Prepayments and Other Current Assets

This account consists oft
March 31, December 31,

y 2013 2012

{(Unaudited) (Audited)

Input VAT —net P11,785,302 P465,878
Current portion of prepaid rent (Note 10) 5,289,223 -
Deferred input VAT 46,200 46,200
Prepayment of legal and professional fees - 189,434
Others - -
P17,121,225 ?701,512

7. Property and Equipment

March 31, 2013 (Unaudited)

Building under Maotor Office  Construction in
Finance Lease Vcehicle Equipment Progress Tatal
Cost:
Balance at beginning of period P P~ £423,076 $38,859,220 £39,282,296
Additions 11,820,438,760 7,275,000 1,743,872 296,790,419  12,126,249,051
Capitalization of depreciation
of office equipment - - - 55,762 55,762
Balance at end of period 11,820,433,760 7,275,600 2,166,948 335,705,401 12,165,587,109
Accumulated Depreciation:
Balance at beginning of period - - - - -
Depreciation - - {55,762) - (55,762)
Balance af end of period — - (55,762) - {55,762)
Net Book Value £11,820,439,760 £7.275,000 $2,111,186 £335,705401  $12,165,531,347
December 31, 2012 (Audited)
Building under Motor Office  Construction in
Finance Lease Vehicle Equipment Propress Total
Cost:
Balance at beginuing of period P P B = B
Additions - - 423,076 38.859.22 39,282,296
Balance at end of period - — 423076 38,859,220 39,282 296

Accumulated Depreciation: — - - — -
Net Book Value P- P £423,076 138,859,220 £39,282,296
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On October 25, 2012, Belle and MCE Leisure entered into the Lease Agreement, which Belle agreed
to lease to MCE Leisure the [and and certain of the building structures to be used in the Philippines
Project (see Note 19(c)). Upon the Lease Agreement becoming effective on March 13, 2013,
management made an assessment at inception of the lease and recorded the portion related to the lease
of certain of the building structures as finance lease and capitalized the fair value based on valuation
by independent external valuer at inception date on the leased property (see Note 18 being the lower
of the fair value and present value of the minimum lease payments} as well as capitalized the portion
of the contract acquisition costs of £64,720,977 to building under finance lease incurred in relation to
the contract negotiations classified as building under finance lease (see Note 9).

Construction in progress represents the design and development cost for fit-out of the Philippines

Project which included direct incidental costs capitalized (representing travelling expenses, salaries

and wages, infercompany reanagement fee incurred, depreciation of equipment and applicable interest i
cost).

Restricted Cash

Under the Provisional License granted by PAGCOR, it is a requirement that the Licensees set-up an
escrow account with an amount of US$100 million with a universal bank mutually agreed by
PAGCOR and the Licensees. All funds for the development of the casino project shall pass through
the escrow account and all drawdowns of funds from the said escrow account nust be applied to the
Philippines Project. The escrow account should have a maintaining balance of US$50 million until the
Philippines Project’s completion. During the three months ended March 31, 2013, MCE Leisure, as
one of the Licensees, established a new escrow account replacing the existing escrow account and
deposited £2,030,800,000 (equivalent to USS$30 million) to the new escrow account. The escrow
account will be closed at completion of the Philippines Project (which is scheduled to complete in
mid-2014) and funds held in the escrow account will be released to MCE Leisure (see Note 20(c)).

Contract Acquisition Costs

This account consists oft
March 31,  December 31,

2013 2012

(Unaudited) (Audited)

Balance at beginning of period P58,426,475 P
Additions 1,134,576,743 58,426,475
Amortization (4,341,066) -
Capitalized to building under finance lease (Note 7) (04,720,977) -
Written off to development costs (Note 14) (64,720,977) -

Balance at end of period P1,059,220,198 B58,426,475
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As of March 13, 2013 and December 31, 2012, this account consists of legal and other professional
fees, documentary stamps tax and other directly attributable costs incurred by the Group in
negotiating its lease agreement and management contracts for the Philippines Project amousnting to
P129,441,954 and 58,426,475, respectively. Upon the Lease Agreement becoming effective on
March 13, 2013, the Group had wriiten off the portion of the contract acquisition costs amounting to
64,720,977 incurred in relation to the contract negotiations classified as operating lease to
Development costs (Note 14), while the remaining portion amounting to 264,720,977 incurred in
relation to the contract negotiations classified as building under finance lease is capitalized to building
under finance lease (Note 7). On the same date, the Group paid £1,063,561,264 to Belle as
consideration for termination of various agreements with a third party in accordance with the Closing
Arrangement Agreement and this amount is amortized over the lease term.

10. Other Noncuxrent Asseis

This account consists of:
March 31, December 31,

2013 2012

{Unandited) {Audited)

Noncurrent portion of prepaid rent £102,064,339 B
Security deposit (Notes 21 and 22) 68,074,152 -
Deposit for acquisition of property and equipment 655,723 -
£170,794,214 P

Upon the Lease Agreement becoming effective on March 13, 2013, a security deposit with carrying
amount of £175,599,470 was paid to Belle. As of March 31, 2013, prepaid rent represented the
excess of principal amount of the security deposit paid pursuant to the Lease Agreement over its fair
value at inception, and amortized on a straight-line basis over the lease term, The cutrent portion of
prepaid rent of 85,289,223 is included in Prepayments and other current assets (see Note 6).

11. Accrued Expenses, Other Payables and Other Current Liabilities

The amount consists oft
March 31, December 31,

2013 2012
(Unaudited) {Audited)

Accruals for:
Fit-out construction costs P152,996,769 5,594,451
Unpaid portion of obligation under finance lease 306,031,835 -
Legal and other professional fees 52,735,061 28,251,084
Rental expenses (including VAT) 13,913,914 -
Taxes and licenses $,772,569 383,271
Others 768,235 1,491,893
Withholding tax payable 6,190,474 3,438
Capital gains tax payable - 44,524.033
P316,408,857 £80,453,170

Accrued expenses, other payables and other current liabilities are due for payment within the next

financial year.



12, Equity

Capital Stock

The following is a summary of the movement of the Parent Company’s authorized capital stock
with the related issue price and date of approval of registration by the SEC:

Share Registered Issue Price
Common Common Common  Date of SEC
Class A ClassB  Common share Class A Class B share  Approval
90,000,000 60,000,000 - B320 P340 - February 14, 1991
180,000,000 120,000,000 - 1.00 1.00 - August 9, 1993
270,000,000 180,000,000 - 1.00 1.00 - October 21, 1997
(540,000,000) (360,000,000} 900,000,000 - - £1.00 March 5, 2013¥
- - 900,000,000 - - £1.00

*Declassification of Class 4 and Class 8 shares tv a single class of common shares and denial of pre-emptive rights

As of December 31, 2012, the two classes of common stock, Class A shares and Class B shares,
are identical in all respects except that Class A shares are restricted in ownership to Philippine
nationals. Both common stocks have 21 par value per share.

On February 19, 2013, the stockholders of MCP approved the declassification of the existing
P00 million authorized capital stock of MCP, consisting of 60% Class A shares and 40% Class B
shares to a single class of common stock and denial of pre-emptive rights and the increase in
MCP’s authorized capital stock to B5.9 billion divided into 5.9 billion shares with par value of 21
per share from authorized capital stock of R900 million divided into 900 million shares with par
value of P1 per share.

On March 5, 2013, the SEC approved the declassification of the capital stock of MCP to a single
class of common stock and denial of pre-emptive rights. On April 8, 2013, the SEC also
appraved the increase in authorized share capital stock of MCP,

The Parent Company’s issued shares as of March 31, 2013 and December 31, 2012 are as follows:

Marxch 31, December 31,

2013 2012

{(Unaudited) {Audited)

Class A —issued - 337,500,000
Class B —issued - 225,000,000
Common share — issued 562,500,000 -

Deposit for Future Stock Subseriptions

On March 20, 2013, pursuant to the Subscription and Share Sale Agreement, MCE Investments
agreed to subscribe 10 2,846,595,000 common shares of MCP at par value of B1 per share fora
total consideration of 2,846,595,000. As of March 31, 2013, MCP received the total
consideration of #2,846,595,000 in four instalments on Janvary 30, March 22, March 25 and
Mareh 26, 2013 from MCE investments as deposit for futare stock sabscription in respect of the
Share Subscription Transaction. The Share Subscription Transaction was completed upon SEC's
approval of the increase in MCP’s autharized capital stock on April 8, 2013,
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Treasury Shares

As of December 31, 2012, the total number of treasury shares held by the Parent Company was

150,435,404 shares, representing 64,803,449 Class A shares and 85,631,955 Class B shares, and
the total cost of treasury shares in aggregate was #288,514,127. The declassification of Class A

and Class B treasury shares to a single class of common stock treasury share were approved by

the SEC on March 5, 2013. As of March 31, 2013, the total number of treasury shares held by the

Parent Company was 150,435,404 common shares,

Equity Reserve

The amount of equity reserve consists of the net difference between the cost of MCP to acquire

MCE Holdings Group and the legal capital of the latter (i.e., common stock and additional paid-in

capital) at the date of reverse acquisition plus the relained carnings of MCF as of December 19,
2012, the date when MCP was acquired by MCE.

The equity reserve is accounted for as follows:

March 31, December 31,
2013 2012
(Unaudited) (Audited)
Retained earnings of MCP as of December 19, 2012 (B732,452,969) (R732,452,969)
Consideration to MCP for the acquisition of MCE

Holdings Group 7,198,590,000 -
Legal capital of MCE Holdings Group:

As of March 20, 2013 (2,852,146,934) -

As of December 31, 2012 — (8,310,000)

$3,013,990,097  (B740,762,969)

*  Ineluding share issuance costs of R2,093,769

As of March 31, 2013 and December 31, 2012, the Parent Company has 437 and 471 stockliolders,
respectively.

13.

General and Administrative Expenses
For the Three
Months Ended
March 31, 2013
(Unaudited)
Taxes and licenses $34,093,822
Legal and other professional fees 18,677,250
Rental expenses 8,208,736
Management fee expenses 3,842,246
Travel and entertainment 852,627
Bank service fees 154,100
Otlers 342,227

£66,170,408
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14, Development Costs

For the Three
Months Ended
March 31, 2013
(Unaudited)

Written off from contract acquisition costs (Note 9)

Legal and other professional fees

P64,720,977
15,179,192

£79,900,169

13, Related Party Transactions

Parties are considered to be related if one party has the ability to control, directly or indirectly, the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or common

significant influence.

The Group entered into the following significant related party transactions:

Amount of
transactions
during the Quistanding
Category period balance Terms Conditions
Armrounts due to affifiated companics
MCE’s subsidiaries
For the Three Months Project management fee  B35,179,626  B56,522,682 Repayable Unsecured
Ended March 31, 2013 capifalized in on demand;
(Unaudited) construction in progress non-interest
bearing
Project management fee 27,032,715 27,032,715
recognized as pre-
opening cosis
Management fee 3,842,246 3,842,246
recognized as general
and administrative
expenses
Settiement of payables 37,753,798 38,313,297
on behalf of MCP
Balance as of
March 31, 2013
(Unaudited) £125,710,940
Melco International Developments
Limited (~Meleo™) and
its subsidiary
For the Three Months Settiement of P3893,326 £893,326 Repayable Unsecured
Ended March 31, 2013 payables on behalf of on demand;
(Unaudited) MCPr non-interest

Balance a5 of
March 31, 2013
{Unaudited)

P893,324

bearing
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Amount of
transactions  Outstanding
Category during the period balance Terms Conditions

Amounts due to uftimate holding company
MCE

For the Three Months Project management fee  P15,717,008 F15,717,008 Repayable Unsecured
Ended March 31, 2013 recognized as pre- on demand;
{Unaudited) opening costs non-interest
bearing
Settlement of payables 709,306 91,143,485
on behalf of MCP
Balance as of
Mareh 31, 2013
(Unaudited) £1046,360,493
Amount due to intermediate holding company
MCE Investments
For the Threc Months Unpaid Amount £4,351,895,000  P4,351,995,000 Repayable Unsecured
Ended March 31, 2013 Related to Asset on demand;
(Unaudited) Acquisition Transaction non-interest
bearing
Fands advance to MCP 815,086,225 815,086,225
Balance as of
Mareh 31,2013
{Unaudited) #5,167,081,225
Note:

(1) Meleo is one of the major shareliolders of MCE.
Compensation of Key Management Persounnel

For the three months ended March 31, 2013, the remuneration of the Group’s key management was
bome by MCE.

16. Basic/Diluted Loss Per Share

For the Three
Months Ended
March 31, 2013
(Unaudited)
Net loss (a) (R338,675,857)
Weighted average number of shares
outsianding of legal parent (b) 412,064,526
Basic/Diluied loss per share
(2)/(b) (£0.822)

There are no common stock equivalents that would have a dilutive effect on basic loss per share.
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17. Income Tax

No provision for current income tax for the three months ended March 31, 2013 was provided as the
Group incurred tax losses for the period.

Deferred tax assets amounting to 2116,885,757 as of March 31, 2013, pertain to net operating loss
carryover which were not recognized as management believes that the Group may not be able to
realize the benefits from these defetred tax assets in the future.

A reconciliation of benefit for income tax computed at statutory income tax rate to provision for
income tax at effective income tax rate is as follows:

For the Three
Months Ended
March 31, 2013
{(Unaudited)
Income tax benefit computed at statutary
income tax rate (®101,602,75T)
Income tax effects of
Change in unrecognized deferred tax assets 101,916,362
Intersst income subject to final tax {313,605)
B

Section 13(2)(a) of the PAGCOR Charter grants PAGCOR an exemption for tax, income or otherwise
as well as exemption from any form of charges, fees, levies, except a 5% franchise tax on the gross
reveime or eamings derived by PAGCOR on its operations. Management believes fhat the tax benefits
granted to PAGCOR under its charter inure to the benefit of, and extend to corporations, associations
and agencies, individuals with whom PAGCOR has any contractual agreement in accordauce with
Section 13(2)(b) of the PAGCOR Charter which provides that the exemptions granted for earnings
derived from the operations conducted under the franchise specifically from the payment of any tax,
incomne or otherwise, as well as any form of charges, fees or levies, shall inure to the benefit of and
extend to the corporations, associations, agencies or individeals with whom PAGCOR, or operator has
any contractual relationship in connection with the operations of the casino authorized to be conducted
under this franchise and to those receiving compensation of other remuneration from PAGCOR or
operafor as a result of essential facilities fumished and/or technical services rendered to PAGCOR or
operator as of March 31, 2013 and December 31, 2012,

H

The Bureau of Internal Revenue however issued last April 17, 2013 Revenue Memorandum Circular
(“RMC™) No. 33-2013. The RMC clarifies that PAGCOR is no longer exempt from corporate income
tax and is thus subject to corporate income tax under the National Internal Revenue Code (the “Tax
Code™) on its operations of gambling, casinos, gaming clubs and other similar recreation or
amusement places, gaming pools and other related operations as well as on oflier income. The RMC
further provided that PAGCOR s licensees and contractees, which are entities duly authorized and
licensed by PAGCOR. to perform gambling casinos, gaming clubs and other similar recreation or
amuscment places, and gaming pools, are likewise subject 1o income tax under the Tax

Code. Management is currently evaluating the impact of the said RMC.
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18. Obligation Under Finance Lease

On October 25, 2012, Belle and MCE Leisure entered into the Lease Agreement, where Belle agreed
1o Jease to MCE Leisure the land and certain of the building stractures o be used in the Philippines
Project for the period from March 13, 2013 (i.e. the date when relevant obligations and other
conditions to give effect to the Lease Agreement were satisfied) until the termination of the operatin g
agreement (unless terminated earlier in accordance with its terms) (currently expected to be on July
11, 2033) (see Note 19(b) and (c)). The Group made an assessment at inception of (he lease and
recorded the portion related to the lease of certain of the building structures under finance lease.
Interest rate underlying the obligation under finance lease is fixed at 14.92% per annum,

Lease payments that are due within one year were presented as Current portion of obligation under
finance lease under current liabilities while the noncurent portions were presented as Noncurrent
portion of obligation under finance lease separately under noncurrent labilities in the unaudited and
audited consolidated balance sheets.

As of March 31, 2013, the minfmum lease payments and present value of minimum lease payments
on obligation under finance lease of the Group were as follows:

Present value of

Minimwum lease

miinimun lease

payments payments
(Unaudited) (Unaudited)
Amounts payable under finance lease:
Within one year P1,089,402,202 £1,000,345,982
In more than one year and not more than five years 6,262,858,782 3,987.,166,202
In more than five years 38,149,647,713 6,833,385,456
45,501,208,697 11,820,897,640
Less: finance charges (33,681,011,057) -
Present value of lease obligations £11,820,897,640 £11,820,897,640
Less: Current portion of obligation under
finance lease : (1,000,345,982)

Noncurrent portion of obligation under finance lease P106,826,551,658

19.

Cooperation Agrecment, Operating Agrecement and Lease Agreement

On October 25, 2012, MCE Holdings Group and certain of its affiliated companies and the Philippine
Parties entered into the Closing Arrangement Agreement; and MCE Holdings Group and the
Philippine Parties entered into the Cooperation Agreement. The Closing Arrangenient Agreenient,
whereby the Licensees agreed on the procedure, requirernents and mechanies with respect to the
Closing. The Cooperation Agreement became effective on March 13, 2013 {except for certain
provisions which were effective on signing), the date on which all of the closing conditions were
satisfied or waived.
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(a) Cooperation Agreement

The Cooperation Agreement governs the relationship and the rights and obligations of the
Licensees. Under the Cooperation Agreement, MCE Leisure has been designated as the operator
1o operate the Philippines Project and appointed as the sole and exclusive representative of the
Licensees in connection with the Provisional License and the operation and management of the
Philippines Project until the expiry of the Provisional License (currently expected to be on July
11, 2033) (unless terminated earlier in accordance with its terms).

The Cooperation Agreement includes terms as follows, which:

i} prohibit against assignment of rights and interests in the Provisional License by the
Licensees except in certain circumstances, to an affiliate of that Licensee unless with prior
written consent from other Licensees and prior written approval of PAGCOR;

if)  setoutthe Licensees® contributions to the investment commitment required by PAGCOR,
details were disclosed in Note 20(c);

iif}  set out the right of first refusal and non-compete as agreed between the Licensees during the
period commencing October 25, 2012 and ending on the date five years afier the date of
termination of the Cooperation Agrecment, be involved in a similar business to the
Philippines Project, including any integrated resort comprising gaming or casino operations,
a hotel and entertainment venue in the Philippines;

iv}  none of the Licensees (other than, or with the consent of, MCE Leisure), may on behalf of
aity or all of the Licensees enter into any arrangement, agreement, make any commitment,
or incur any obligation or liability to any persen (including to any Government authority) in
connection with the Provisional Licenss;

v}  Belle will not, without the prior written consent of the MCE Holdings Group, sell, assign,
trapsfer or convey any part of the land, building structures or land leased to MCE Leisure or
terminate, novate or amend the lease agreement between Belle and the Government’s Social
Security System (the “SSS Lease Contiract™) as disclosed in Note 19(c);

vi)  ifany of the Philippines Project’s land or building structures are or are proposed to be
levied upon, gamished, foreclosed or attached by any Government authority, MCE Leisure
may advance any sum or make any payment to prevent such action and charge the
Philippine Parties for such payment plus a fee of 25% of the amount advanced, plus 15%
interest per year of the aggregate amount paid by MCE Leisure;

vii} Registration with Philippine Economic Zone Authority and/or Philippine Tourism
Infrastructure and Enterprise Zone must be maintained by Belle and MCE Lejsure at all
times;

viif) restriction on change of control of the Licensees;

ix)  respective parties contribution in relation to the Philippines Project, including MCE Leisure
responsibility for the fit-out, operation and mana gement of the Philippines Project, and the
Philippine Parties’ responsibility for the design and construciion of the buildings for the
Philippines Project (through Belle); and

%)  theindemnity of the Licensees, details was di sclosed in Note 20(c).
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(b} Operating Agreement

On March 13, 2013 the Licensees entered into the Operating Agreement which governs the
operation and management of the Philippines Project by MCE Leisure. The Operating Agreement
was effective as at March 13, 2013 and ends on the date of expiry of the Provisional License (as
that License is extended, restored or renewed), unless terminated earlier in accordance with the
terms of the Operating Agreement. The Provisional License is currently scheduled to expire on
July 11, 2033, Under the Operating Agreement, MCE Leisure is appointed as the sole and
exclusive operator and manager of the Philippines Project, and is responsible for, and has sole
discretion (subject to certain exceptions) and control over, all matters relating to the management
and operation of the Philippines Project (including the casino and gaming operations, hotel and
retail components and all other activities necessary, desirable or incidental for the management
and operation of the Philippines Project). The Operating Agreement also included terms of certain
payments to be payable to PLAT upon commencement of operations of the Philippines Project, in
particular, PLAT has the right to recsive monthly payments from MCE Leisure, based on the
performance of gaming operations of the Ph ilippines Project, and MCE Leisure has the ri ght Lo
retain all revenues from non-gaming operations of the Philippines Project.

(c) Lease Agreement

On Qctober 25, 2012, Belle and MCE Leisure entered into the Lease Agreement (ses Notes 7 and
18}, which Belle agreed to lease to MCE Leisure the land and certain of the building structures to
be used in the Philippines Project. Belle has constructed on the land the phase | building (the
“Phase | Building”) and will construct the phase 2 building (the “Phase 2 Building”) including
future buildings and stuctures that may be constructed on the fand intended for use in the
Philippines Project. Part of the land leased by Belte to MCE Leisure is leased by Belle from the
Government’s Social Security System under the §SS Lease Contract.

The Lease Agreement became effective on March 13, 2013 with minor changes to the original
terms under a closing side letter (the “Closing Side Letter™) signed by MCE Holdings Group and
certain of its affiliated companies and the Philippine Parties on the same date, of which the lease
of land and the Phase 1 Building commenced on March 13, 2013, with the lease of the remaining
building structures of the Phase 2 Building to be commenced as those parts of the building
structures are constructed in accordance with the terms of the Lease Agreement. The lease
continues until termination of the Operating Agreement (unless terminated earlier in accordance
with its terms) (currently expected to be on J uly 11, 2033). The leased property will be used by
MCE Leisure and any of its affiliates exclusively as a hotel, casino, and resort complex, with
retail, entertainment, convention, exhibition, food and beverages services as well as other
activities ancillary, related or incidental to the operation of the any of the preceding uses.

Under the Closing Side Letter signed on March 13, 2013 in relation o the Lease Agreement,
MCE Leisure agreed to make monthly payments under the Lease Agreement beginning from
March 1, 2013.

20. Commitments and Contingencies
(a) Capital commitments

As of March 31, 2013, the Group had capital commitments mainly for the fit-out of the
Philippines Project totaling R386.3 million.
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(b} Operating lease commitment

{c)

MCE Leisure leases the portion of land to be used in the Philippines Project under non-
cancellable operating lease agreement that wiil expire on July 11, 2033 (see Note 1 9(c)). The
lease agreement provide for periodic rental increases based on both contractually agreed
incremental rates and on the general inflation rate once agreed by MCE Leisure and Beile.
During the three months ended March 31, 2013, MCE Leisure incurred rental expenses |
amounting to 27,767,939,

As of March 31, 2013, minimum lease payments under non-cancellable lease are as follows:

March 31,
2013
{Unaudited)

Year ending December 31
2013 B69,911,676
2014 97,876,347
2015 104,727,691
2016 112,058,630
2017 123,264,493
Over 2017 2,719,739,610
$3,227,578, 447

Other Commitments
Provisional License

Under the terms of the Provisional License, PAGCOR requires, amongst other things, the
Licensees to make a total investment of US$1 bilkion for the entire Philippines Project (the
“Investment Commitment”) with a minimum investment of US$650.0 million to be made prior to
the opening of the Philippines Project. Under the terms of the Cooperation Agreement, the
Licensees® Investment Commiiment of USS$1 billion will be satisfied as follows:

(i)  For the amount of US$650.0 million: (a) in the case of the Philippine Parties, the land and
building structures having an a ggregate value as determined by PAGCOR of not less than
US$325.0 wmillion, and {b) in the case of MCE Leisure, the fit-out and furniture, gaming
equipment, additional improvements, inventory and supplies as well as intangible property
and entertainment facilities inside or outside of the building structures, having an aggregate
value as determined by PAGCOR of not less than US$325.0 million.

(1)  For the remaining US$350.0 million, the Philippine Parties and MCE Leisure shall make
equal contributions of USS175.0 million to the Philippines Project. The Licensees agree to
contribute such amounts and for such purposes as notified by MCE Leisure (or in certain
circumstances the Philippine Parties) to PAGCOR (subject to any recommendations
PAGCOR may make),
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Other commitments required by PAGCOR under the Provisional License are as follows:

(i)  Within 30 days from getting approval by PACGOR of the project implementation plan, to
submit a bank guarantee, letter of credit or surety bond in the amount of 2100 milkion to
guarantee the Licensees’ completion of the Philippines Project and in subject to forfeiture in
case of delay in construction which delay exceeds 50% of the schedule, of which SM Group
had submitted a surety bond of 100 million to PACGOR on F ebruary 17, 2012.

(i) Seven days prior to commencement of operation of the casino, to secure a surety bond in
favor of PAGCOR in the amount of £100 million to ensure prompt and punctual
remittance/payment of all license fees.

(i) The Licensees are required to maintain an escrow account into which all funds for
development of the Philippines Project must be deposited and all funds withdrawn from tlis
account must be used only for such development and to deposit US$100 million in the
escrow account and maintain a balance of US$50 million until the Philippines Project
completion.

{iv) License fees must be remitted on a monthly basis, in lieu of all taxes with reference to the
income component of the gross gaming revenues: (a) 15% high rolier tables; (b) 25% non-
high roller tables; (¢) 25% slot machines and electronic gaming machines; and (d) 15%
Jjunket operation,

(v) Inaddition to the above license fees, the Licensees is required to remit 2% of casino
revenues generated from non-junket operation tables to a foundation devoted to the
restoration of Philippine cultural heritage, as selected by Licensees and approved by
PAGCOR.

(vi) PAGCOR may collect a 5% fee of non-gaming revenue received from food and beverage,
retail and entertainment outlets. All revenues of hotel operations should not be subject to
the 5% except rental income received from retail concessionaires.

Grounds for revocation of the license, among others, are as follows: (a) failure to comply with
material provision of this license; (b) failure to remit license fees within 30 days from receipt of
notice of default; (¢) has become bankrupt, insolvent; {d) delay in construction of more than 50%
of the schedule; and (e) if debt-to-equity ratio is more than 70:30. As of March 31,2013, MCE
Holdings Group as one of the parties as Licensees has complied with the required debt-to-equity
ratio.

Cooperation Agreement

Under the terms of the Cooperation Agreement, the Licensees are Jjointly and severally liable to
PAGCOR under the Provisional License and each Licensee (indemni fying Licensee) must
indemmify the other Licensees for any loss suffered or incurred by that Licensee arising out of, or
in connection with, any breach by the indemnifying Licensee of the Provisional License. Also,
each of the Philippine Parties and MCE Leisure agree to indemni fy the non-breaching parly for
any loss suffered or incurred as a result of a breach of any warranty.
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Lease Agreement

Under the terms of the Lease Agreement, MCE Leisure shall indernnify and keep Belle fully
indemnified against all claims, actions, demands, actions and proceedings made against Belle hy
any person arising as a result of or in connection with any loss, damage or injury from MCE
Leisure’s use and operation of business on the leased property.

{d) Guarantees

Under the Cooperation Agreement, Belle has irrevocably and unconditionally guaranteed to MCE
Holdings Group the due and punctual observance, performance and discharge of all obligations of
PLAI and each SM Group’s company, and indemnified MCE Holdings Group against any and all
loss incurred in connection with any default by the Philippine Parties under the Cooperation
Agreement. MCE Leisure has likewise irrevocably and unconditionally guaranteed to each of the
Philippine Parties the due and punciual observance, performance and discharge of all obligations
of MCE Holdings Group, and indemnified the Philippine Parties against any and all loss incurred
in connection with any default by MCE Holdings Group under the Cooperation Agreement.

21. Financial Risk Management Objectives and Policies

"The Group’s principal financial instruments consist mainly restricted cash of which will be used for
the Philippines Project. The Group has other financial assets and financial liabilities such as cash and
cash equivalents, security deposit, accrued expenses, other payables and other current liabilities,
amounts due to affiliated companies, amount due to ultimate holding company and amount due to
intennediate holding company which arise dircetly from its operations.

The main risks arising from the Group’s financial instroments are interest rate risk, credit risk, liquidity
risk and foreign exchange risk. Management reviews and approves policies for managing each of these
risks and they are summarized below.

Interest Rate Risk

Other than the bank balances which carty interest at market rates, the Group has no other significant
interest-bearing assets and liabilities and its operating cash flows are substantially independent of
changes in market interest rates. Accord ingly, management are of the opinion that the Group does not
have significant interest rate risk and no sensitivity analysis is performed.

Credit Risk
Credit risk refers to the risk that counterparty will defavlt on its contractual obligations resulting in
financial loss to the Group.

The Group trades only with recognized and creditworthy third parties. It is the policy of the Group
that all third parties who wish to trade on credit terms are subjected {0 credit verification procedures.
Other current aud noneurrent assets are monitored on an on-going basis with the result that the
exposure of the Group to bad debts is not significant. The Group does not offer credit terms to third
parties, without the specific approval of management.
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With respect to credit risk from the financial assets of the Group, which composed of cash and cash
equivalents, restricted cash and security depasit, the exposure of the Group to credit risk arises from
the default of bank where the Group’s cash and cash equivalents and restricted cash were deposited
and the default of the counterparty of which the security deposit were held, with a maxinum €xposure
equal to the carrying amount of these instruments, There is no significant concentration of credit risk
in the Group.

Credit Risk Exposures. The carrying values of the Group’s financial assets represent the maximum
exposure to credit risk since the financial assets have no collateral or credit enhancements as of March
31,2013 and December 31, 2012,

Credit Quality per Class of Financial Assets. Cash and cash equivalents and restricted cash are
considered as high grade and include deposits made to reputable banks in the Philippines. Security
deposit is also classified as high grade since the security deposit is placed with Belle, a company
listed in the PSE with positive financial performance.

March 31, 2013 (Unaudited)
Neither Past Due nor Impaired

High Standard Past Due but not
Grade Grade Impaired Impaired Total
Financial Assets
Cash and cash equivalents P1,305,193,913 E P - P1,305,193,013
Restricted cash 2,030,800,000 - - - 2,030,800,000
Security deposit 638,074,152 — — — 68,074,152
£3,404,068,065 B P B- P3,404,068,065
December 31, 2012 (Audited)
Neither Past Due nor Impaired
High Standard Past Due but not
Grade Grade Impaired Lmpaired Total
Financial Asset
Cash and cash equivalents P1,152,021.960 B B B P21,152,021,960

Liguidity Risk

Liquidity risk is the potential of not meeting obligations as they become due because of an inability to
liquidate assets or obtain adequate funding or is the risk that the Group will not be able to meet its
obligations associated with financial difficulties,

The Group obtains funding from ultimate holding company and intermediate holding company and
manages its liquid funds through cash planning on a mounthly basis. The Group uses historical data
and forecasts from ils collection and disbursement.
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The table below summarizes the maturity profile of the Group’s financial assets held for liquidity
purposes and financial liabilities as of March 31, 2013 and December 31, 2012 based on undiscounted

contrachual cash flows.,

March 31, 2013 (Unaudited)

1-3 35 Over
Within 1 Year Years Years 5 Years Total

Financial Assets
Cash and cash equivalents P1,305,193,213 P P | 8 P£1,305,193,913
Restricted cash - 2,030,800,000 - - 2,030,800,000
Security deposit - - - 68,074,152 68,074,152
Financial Liabilities
Accrued expenses, other payables

and other current labilities* £300,445,814 - - B $300,445,814
Amounts duoe to affiliated companies 126,604,266 - - - 126,604,266
Amount due 1o ultimate holding

company 106,860,493 - - - 196,860,493
Amount due to intermediate holding

comnpany 5,167,081,225 - - - 5,167,081,225
Current portion of obligation under

finance lease 1,089,102,202 - - - 1,089,402,202
Noncurrent portion of obligation

under tinance lease ~ 2,896,192,888 3.366,6653%4 38,149,647,713 44,412,306,495

December 31, 2012 (Audited)
13 35 Over
Within 1 Year Years Years 5 Years Toial

Financiai Asset
Cash and cash equivalents PLE152.021.960 P~ - R-- £1,152,021.960
Finaucial Liabilities
Accrued expenses, other payables

and other curreat liabilities¥ P35,337,428 P P B £35,237,428
Amounts due to affiliated companies 21,902,555 - - - 21,902,555
Amount duc to ultimate holding

company 90434179 - — - 90,434,179

*Excheding gevermmment and statutory liabilities

Foreign Exchange Rigk

Foreign exchange risk is the risk that the value of financial instruments will fluctuate due to changes in

foreign exchange rates.

The Group has transactional cwirency exposures arising from transactions denominated in foreign
cuirencies, mainly Hong Kong doflars, United States dollars, Macau Patacas and Australian dollars.
Foreign exchange risks of the Group are regularly reviewed by the management and appropriate

processes are in place to monitor and niitigate said risks. Management decides not to hedge the
currency exposures considering the cost of hedging being higher than the cumrency exposure.
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The following table shows the Group’s foreign currency-denominated monetary assets and liabilities
and their peso equivalents:

March 31,2013 December 31, 2012
(Unaudited) (Audijted)
Foreign Philippine Foreign Philippine
Currency Peso Currency Peso
Financial Asset
Cash and cash equivalents:
US doilar (“USS$”) 85200,311 8,193,565 US5200,196 8,253,990
8,193,565 8,253,990
Foreign Currency-denominated
Financial Asset 8,193,565 8,253,990
Financial Liabilities
Accrued expenses, other payables
and other current liabilities:
Hong Kong dolfar (“HK$™) HX$1,172.600 6,165,089 HK$163,088 874,870
Uss US$2,858 116,905 - —
6,281,994 874,870
Amounts due to affiliated
companies:
Australian dollar (*AUD™) AUD7,439 317,302 - -
HKS HKS$9,649,216 50,731,944 HK$26,818 513,080
Macau Patacas (“MOP™) MOP13,434,908 68,578,339 MOP4,157,280 21,389,475
Us$ US3170,561 6,976,681 — -
126,604,266 21,902,555
Amount due (o ultimate holding
company:
HKS§ HK$2,634,522 13,851,325 HK$2,593412 13,743,574
MOP MOP3,098,525 15,816,388 MOP22,563 116,090
Uss US$1,879,012 76,859,675 US$1,849,197 76,241,410
106,527,388 90,101,074
Amount due to intermediate hotding
company:
HKS HK$155,600,000 818,086,225 - -
818,386,225 -
Foreign Currency-denominated
Financial Liabilities 1,057,499,873 112,878,499

In translating the foreign currency-denominated monetary assets and liabilities into peso amounts, the
Group used the following rates of exchange as of March 31, 2013 and December 31, 2012

March 31, December 31,

2013 2m2
(Unaudited) (Audited)

Philippine peso to 1 unit of foreign cumrency:
AUD 42.66 N/A
HKS$§ 5.26 330
MOP 5.10 5.15

USS 40.90 41.23
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The Group recognized net foreign exchange loss of 4.2 million for the three months ended March
31,2013,

'The following table demonstrates the sensitivity to a reasonably possible change in foreign exchange
rates, with all other variables held constant, of the Group’s loss before income tax. There is no other
impact on the Group’s equity other than those already affecting the total comprehensive loss.

March 31, 2013 December 31, 2012
{Unaudited) (Audited)
% Change Effect on % Change Effect on
Currency Loss Cuwrrency Loss
Rate Before Tax Rate Before Tax
AUD +1.1% £3,49{) N/A BN/A
=1.1% (3,499) N/A N/A
HKS$ +0.6% 5,333,007 +0.7% 105,921
-0.6% (5,333,007) 0.7% {105,921)
MOP +0.6% 506,368 +0.7% 150,539
-0.6% (506,368) -0.7% (150,539
Uss +0.6% 454,558 +0.7% 475,912
-0.6% (454,558} 0.7% {475,912)

The change in currency rate is based on the Group's best estimate of expected change considering
historical trends and experiences.

Positive change in currency rate reflects a stronger peso against foreign currency. On tle other hand,
a negative change in currency rate reflects a weaker peso against foreign currency.

Capital Risk Management

The primary objective of the Group’s capital mana gement is to ensure that the Group has sufficient
funds in order to support its business, pay existing obligations and maximize shareholder value. The
Group manages its capital structure and makes adjustments to it in light of changes in economic
canditions. To manage or adjust the capital structure, the Group may obtain advances from
shareholders, ultimate holding company, intermediate holding company or issue new shares.

The Group considers total equity as its capital which amounted to a capital deficiency of
B789,191,584 and an equity of £1,057,642,339 as of March 31, 2013 and December 31, 2012,

respectively.

The Group monitors capital on the basis of debt-to-equity ratio. Debt-to-equity ratio is caleulated as
long-term debt over total equity.

The Group’s strategy was to maintain a sustainable debi-to-equity ratio. The debt-to-equity ratios as
of March 31, 2013 and December 31, 2012, computed based on the separate financial statements of
MCP and its subsidiaries, were zero as there were no long-term debt incurred for MCP and each of its
subsidiaries as of March 31, 2013 and December 3 1, 2012. Under the terms of the Provisjonal
License, it requires the Licensees to maintain a debt to equity ratio of not more than 70:30 (see Note
20(c)). As of March 31, 2013, the debt-to-equity ratio was zero for MCE Holdings Group as it did not
incur any long-term debt and MCE Holdings Group was in compliance with the requirement.
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22. Financial Instruments

Fair Value of Financial Instruments

Set out below is a comparison by category of carrying values and fair values of all of the Grou p’s
financial instruments as of March 31, 2013 and December 31, 2012;

March 31, 2013

December 31, 2012

{Unzudited) (Audited)
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial Assets
Loan and receivables:
Cash and cash equivalents £1,305,193,913  P1,305,193,913 BL152,021.960 £1,152,021,960
Restricted cash 2,030,800,000 2,030,800,000 - -
Security deposit 68,074,152 68,074,152 - -
£3,404,068,065  £3,404,068,065 P1,152,021,960 #£1,152,021,560
Financial Liabilities
Other financial liabilities;
Accrmed expenses, other payables and
other current liabilities P316,408,857 P316,408,357 B30,453,170 B80,453,170
Amounts due to affiliated companies 126,604,266 126,604,266 21,902,555 21,902,555
Amount due to ultimate holding
company 106,860,493 106,860,493 90,434,179 90,434,179
Amount due to intermediate holding
company 5,167,081,225 5,167,081,225 - -
Current portion of obligation under
finance lease 1,600,345,982 1,000,345,982 - -
Noncurrent portion of ob) igation under
finance lease 10,820,551,658  10,820,552,658 - -
P17,537,852,481  $17,537,852 481 P192,785,904 192,789,904

Cash and cash equivalents, Restricied cash, Accrued expenses, other payables and other current
liabilities, amounts due to affiliated companies, amownt due to ultimate holding company and amount

due to intermediate holding company. The carrying values approximate their fair valu

date due to the relatively short-term maturities of the transactions.

es at reporling

Security deposit and current and noncurrent portion of obligation under finance lease. The fair value
is the estimated future cash flows, discounted to present value using a credit-adjusted discount rate.

Fair Value Hierarchy

The Group uses the following hierarchy for determining and disclosing the fair values of financial

instruments by valuation technique:

Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2: Other technigues for which all inputs which have a signifi
value are observable, eilher directly or indirectly.

cant effect on the recorded fair

Level 3: Techniques which use inputs which have a significant effect on the recorded fair value that

are not based on observable market data.




.38

As of March 31, 2013, and December 31 ; 2012, the Group does not have financial instruments that are
carried and measured at fair vaiue, During the three months ended March 31 » 2013, there were no
transfers between Level | and Level 2 fair value measurements, and no transfers into and out of Leve]
3 fair value measurements,

23. Note to Upaudited Consolidated Statement of Cash Flows

(a) During the three months ended March 31, 2013, the Group acquired building under fipance lease,
with amount of £11,755,718,783 was funded through Obligation under finance lease as of March
31, 2013,

(b) During the three months ended March 31, 2013, contract acquisition costs of 10,696,721 and
811,518 were funded through Accrued expenses, other payables and other current labilities and
Amounts due to affiliated companies, respectively.

(¢) During the three months ended March 31, 2013, fit-out construction costs and cost of property
and equipment in total of ] 47,396,077 and B65,498,929 were funded through Accrued expenses,
other payables and other current liabilities and Amounts due to affiliated companies, respectively,

(d) During the three months ended March 31,2013, part of the consideration for the Asset
Acquisition Transaction of B4,35 1,995,000 was funded throu gh amount due to intermediate
holding company as of March 3 1, 2013,

24, Share Incentive Pian

On February 19, 2013, the Group adopted a share incenlive plan (“Share Incentive Plan”} to promote
the success and enhance the value of the Group by linking personal interests of members of the Board,
employees and consultants to those of the stockholders and by providing such individuals with an
incentive for oulstanding performance to generate superior returns fo the stockhiolders which was
approved by the SEC and became effective on March 5,2013. Under the Share Incentive Plan, the
Group may grant various share based awards, including but not limited to, oplions to purchase the
Parent Company’s shares, restricted shares, share appreciation rights and other types of awards. The
term of such awards shat! not exceed 10 years from the date of grant, The maximum aggregale
number of shares which may be issued pursuant to all awards under the Share Incentive Plan is 5% of
the issued capital stock of the Parent Company from time to time over 10 years. As of March 31,
2013, no award had been granted or agreed to be granted under the Share Icentive Plan.

25. Subsequent Events

(@) On April 3, 2013, the Board of Directors of MCP, subject to the SEC approval for the increase in
MCP’s authorized capital stock on April 8, 2013 as disclosed in item (1) below, approved the
raximum no. of share options and restricted shares of 131,578,947 common shares with
maximum equity value of USD25.0 million {equivalent to £1,022.6 million) to be granted to the
eligible employees under the Share Incentive Plan upon successtul listing and offering of new
shares of MCP,
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(b) On April 8, 2013, the SEC approved the increase in MCP's authorized capital stock to B5.9
billion divided into 5.9 billon shares with par value of R1 per share from authorized capital stock
of B900 million divided into 900 million shares with par value of BI per share, which was
approved by the stockhoiders of MCE on February 19, 2013, and the Share Subscription
Transaction as disclosed in Note 1(b) to increase 2,846,595,000 common shares with par value of
I per share of MCP being held by MCE Investments.

(c) On April 8, 2013, MCP sold all of its treasury shares, representing 150,435,404 common shares to
third parties at 214.2 per share by crossing through the Philippine Stock Exchange.

(d) On April 12, 2013, MCE Leisure entered into a commitment letter (the “Commitment Letter™)
with MCE Investments or an affiliate, acting as the lender, for a senior secured shareholder loan
facility (“Shareholder Loan Facility”) in an aggregate amount of up to US$ 342.0 million
(approximately 13.9 billion) or such greater amount as may be agreed between MCE
Investments and MCE Leisure, which is denominated in US dollars. The Commitment Letter sets
out the terms and conditions on which MCE Investments are willing to act as a lender of the
Shareholder Loan Facility to be provided to MCE Leisure. These terms and conditions include the
principal terms of the Shareholder Loan Facility and conditions precedent to entering into
definitive documentation of the Shareholder Loan Facility, The proceeds of the Shareholder Loan
Facility are expected to fund fit-out and other costs of the Project,

An expected condition precedent to drawdowns under the Shareholder Loan Facility is that any
indebtedness under the Shareholder Loan Facility is guaranteed by the Parent Company and its
subsidiaries (the “Guarantors”) and is secured by first priority security over the issued share
capital of each Guarantors and MCE Leisure (other than the Parent Company) and first priority
asset security from all Guarantors and MCE Leisure. The Shareholder Loan Facility matures on
date which is seven years after the signing date of the definitive documentation of the Shareholder
Loan Facility (the “Signing Date”) and is subject to quarter amortization payments commencing
on the earlier of (i) six months after the opening of the Project and (ii) two years after the Signing
Date. The individual drawdowns under the Shareholder Loan Facility are expected to be subject
to certain conditions precedents, including certification as to uses of proposed drawdown,
Borrowings under the Shareholder Loan Facility bear interest at a fixed rate of 5% per annum,
accrued prior to the first interest payment date, The Shareholder Loan Facility is expected to
include a tax gross up provision requiring MCE Leisure to pay without any deduction or
withholding for or on account of tax.

(2} On April 24, 2013, MCP entered into a subscription agreement (the “Subscription Agreement”)
with MCE Investments, whereas, concurrently with the execution of the Subscription Agreement,
1) MCP and MCE Investments executed a placing agreement (the “Placing Agreement™) with
certain third parties (the “Joint Lead Managers”), with respect to the offer (the “Offer™) and sale
to purchasers procured by the Joint Lead Managers of 981,183,700 common shares of MCP (the
“Firm Shares™), with par value of 21 per share, at the offer price of B14 per Offer Share (the
“Offer Price”), and ii) MCE Investments executed a greenshoe agreement (the “Greenshoe
Agreement”) with respect to the grant of an over-allotment option (the “Over-allotment Option™),
which may be exercised by one of the Joint Lead Managers as the stabilizing agent. Under the
Over-allotment Option, MCE Investments may be required to sell up to an additional 117,075,000
common shares of MCP, at a price equivalent to the Offer Price per share, solely to cover over-
allotments (thé “Option Shares™). The Firm Shares and as many of the Option Shares as are
required to be sold are referred to as the “Offer Shares”.
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MCP did not receive any proceeds directly from the Offer, but MCE Investments agreed to
subscribe for, and MCP agrecd to issue, new common shares of MCP in an amount equal to the
aggregate number of Firm Shares soid by MCE Investments in the Offer (the “Subscription
Shares”) and the aggregate number of Options Shares actually sold by MCE Investments as a
result of the exercise by the stabilizing agent of its Over-allotment Option (the “Additional
Subscription Shares™) at a price equivalent to the aggregate Offer Price as described in the Placing
Agreement,

Pursuant to the terms and conditions of the Subscription Agreement, MCE Investments agreed to
subscribe to the Subscription Shares and the Additional Subscription Shares, if any, out of the
authorized capital stock of MCP with par value of Bl per share, at the offer price of P14 per
Subscription Share and Additional Subscription Share, The listing of the Subscription Shares and
the Additional Subscription Shares, if any, will be subject to the PSE’s approval.

26. Other Matter

As described in Note 2, the business combination had been accounted for similar to a reverse
acquisition and the unaudited consolidated financial statements represent a continuation of the
financial statements of the MCE Holdings Group and not of MCP. No comparative information
for the three months ended March 31, 2012 were presented in the unaudited consolidated
statement of comprehensive income, unaudited consolidated statement of changes in equity and
unaudited consolidated statement of cash flows because MCE Holdings Group, the accounting
acquirer, was only incorporated in August 2012,

In compliance with the requested information of the SEC, the following are the condensed
information relating to the three months ended March 31, 2012 of MCP before the application of
the reverse acquisition discussed in Note 2. These information pertain to the previous business of

MCP.
For the Three
Months Ended
March 31, 2012
(Unaudited)
B’000
Revenues 378,308
Cost of sales 346,584
Gross income 31,314
Loss before tax (31,788)
Net loss (31,788)
Total comprehensive loss (31,788)
Cash used in operating activities (43,77D) '

Cash used in investing activities (20,816)
Cash flows from financing activities -




