JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Change
Mar 2012 Dec 2011
(Unaudited) (Audited’ Amount Pct
(in PHP)
ASSETS
Current Assets
Cash and cash equivalents (Notes 6, 30 and 31) 7,471,980,608 6,655,312,875 816,667,733 12.3
Receivables (Notes 7, 30 and 31) 2,302,733,713 2,388,617,052 (85,883,339) (3.6)
Inventories (Note 8) 2,602,866,670 2,860,103,279  (257,236,609) (9.0
Other current assets (Notes 9, 30 and 31) 1,533,817,801 1,354,914,695 178,903,106 13.2
Total Current Assets 13,911,398,792  13,258,947,901 652,450,891 4.9
Noncurrent Assets
Available-for-sale financial assets (Notes 10, 80 31) 128,149,438 120,649,438 7,500,000 6.2
Interest in and advances to joint ventures (Noje 11 2,852,820,590 3,188,515 2,849,632,075 89,371.8
Property, plant and equipment (Note 12) 10,667,490,108 10,557,401,796 110,088,312 1.0
Investment properties (Note 13) 747,372,593 772,468,616 (25,096,023) 3.2)
Goodwill and other intangible assets (Notes 14) 8,754,483,640 8,584,085,504 170,398,136 2.0
Operating lease receivables (Note 29) 25,209,671 26,838,873 (1,629,202) (6.1)
Deferred tax assets (Note 24) 1,017,587,240 967,614,484 49,972,756 5.2
Other noncurrent assets (Notes 15, 30 and 31) 1,619,314,677 4,617,032,092 (2,997,717,415) (64.9)
Total Noncurrent Assets 25,812,427,957  25,649,279,318 163,148,639 0.6
39,723,826,749 38,908,227,219 815,599,530 2.1
LIABILITIES AND EQUITY
Current Liabilities
Trade payables and other current liabilties (Nd€s30 and 31) 9,343,518,834  10,165,594,869  (822,076,035) (8.1)
Income tax payable 191,815,944 154,717,083 37,098,861 24.0
Short-term debt (Notes 18, 30 and 31) 900,000,000 900,000,000 - -
Current portion of:
Long-term debt (Notes 18, 30 and 31) 766,262,551 777,301,991 (11,039,440) (1.4)
Liability for acquisition of businesses (Notes 30,and 31) 164,853,965 104,763,179 60,090,786 57.4
Total Current Liabilties 11,366,451,294 12,102,377,122  (735,925,828) (6.1
Noncurrent Liabilities
Provisions (Note 17) 30,500,639 30,500,639 - -
Noncurrent portion of:
Long-term debt (Notes 18, 30 and 31) 4,743,438,993 3,942,742,029 800,696,964 20.3
Liability for acquisition of businesses (Notes 3@,and 31) 209,390,110 212,334,110 (2,944,000) (1.4)
Pension liability (Note 25) 311,432,937 278,674,514 32,758,423 11.8
Operating lease payables (Note 29) 1,357,193,627 1,343,261,889 13,931,738 1.0
Deferred tax liabilties (Note 24) 770,568,404 775,883,149 (5,314,745) (0.7)
Total Noncurrent Liabilties 7,422,524,710 6,583,396,330 839,128,380 12.7
Total Liabilties 18,788,976,004 18,685,773452 103,202,552 0.6
Equity Attributable to Equity Holders of the Parent Company (Note 30
Capital stock (Note 19) 1,057,305,925 1,054,953,233 2,352,692 0.2
Subscriptions receivable (17,177,884) (17,177,884) - -
Additional paid-in capital (Note 26) 2,998,822,456 2,914,463,925 84,358,531 2.9
Cumulative translation adjustments of foreign sliages (263,399,354) (187,186,852) (76,212,502) 40.7
Unrealized gain on available-for-sale financialeis{Note 10) 102,626,829 102,626,829 - -
Excess of cost over the carrying value of non-atinty
interests acquired (Note 19) (542,764,486) (542,764,486) - -
Retained earnings (Notes 19 and 32):
Appropriated for future expansion 5,000,000,000 1,200,000,000 3,800,000,000 316.7
Unappropriated 12,046,824,454  15,174,359,248 (3,127,534,794) (20.6)
20,382,237,940 19,699,274,013 682,963,927 35
Less cost of common stock held in treasury (Noje 19 180,511,491 180,511,491 - -
20,201,726,449 19518,762,522 682,963,927 35
Non-controlling Interests (Note 11 733,124,296 703,691,24 29,433,05 4.z
Total Equity 20,934,850,745 20,222,453,767 712,396,978 35
39,723,826,749 38,908,227,219 815,599,530 2.1

See accompanying Notes to Unaudited ConsolidatezhEial Statements.



JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE

Quarters Ended March 31 Change
2017 2011 2011 to 201
Peso: Pct Peso Pct Amouni Pci
REVENUES
Net sales 15,657,359,557 95.0% 13,199,540,765 94.5% 2,457,818,792 18.6%

Royalty, franchise fees and others (Note 20)

829,049,953 5.0%

770,247,136 5.5%

58,802,817  7.6%

16,486,409,510100.0%

13,969,787,901 100.0%

2,516,621,609 18.0%

COST OF SALES (Note 21)
Cost of inventories
Store and manufacturing costs

7,975,754,867 48.4%
5,833,232,110 35.4%

6,616,009,839 47.4%
4,860,780,753 34.8%

1,359,745,028 20.6%
972,451,357 20.0%

13,808,986,977 83.8%

11,476,790,592 82.2%

2,332,196,385  20.3%

GROSS PROFIT

EXPENSES
General and administrative expenses (Note 22)
Advertising and promotions

2,677,422,533 16.2%

(1,522,751,553) -9.2%
(269,711,878) -1.6%

2,492,997,309 17.8%

(1,350,734,655) -9.7%
(285,822,507) -2.0%

184,425,224  7.4%

172,016,898 12.7%
16,110,629  5.6%

(1,792,463,431)-10.9%

(1,636,557,162)-11.7%

155,906,269  9.5%

OPERATING INCOME

INTEREST INCOME (EXPENSE) (Note 23)
Interest income
Interest expense

884,959,102 5.4%

53,271,722 0.3%
(46,645,781) -0.3%

856,440,147  6.1%

23,827,296  0.2%
(65.468,815) -0.5%

28518955  3.3%

20444426 123.6%
(18,823,034) -28.8%

6,625,941  0.0%

(41,641,519) -0.3%

48,267,460 -115.9%

EQUITY IN NET LOSS OF A JOINT VENTURE (Note 11)
OTHER INCOME (Note 23)

(23,131,186) -0.1%
34,995279  0.2%

- 0.0%
46,425,610  0.3%

(23,131,186)-100.0%
(11,430,331) -24.6%

INCOME BEFORE INCOME TAX

903,449,136 5.5%

861,224,238  6.2%

42,224,898  4.9%

PROVISION FOR INCOME TAX (Note 24)
Current
Deferred

281,234,220 1.7%
(60,213,180) -0.4%

230,595,958 1.7%
- 0.0%

50,638,262  22.0%
(60,213,180)-100.0%

221,021,040 1.3%

230,595,958 1.7%

(9574,918) -4.2%

NET INCOME

682,428,096  4.1%

630,628,280  4.5%

51,799,816 8.2%

OTHER COMPREHENSIVE LOSS
Translation adjustments

(76,212,502) -0.5%

(41,348,704) -0.3%

34,863,798  84.3%

TOTAL COMPREHENSIVE INCOME

606,215,594 3.7%

589,279576 4.2%

16,936,018  2.9%

Net Income Attributable to:
Equity holders of the Parent Company (Note 28)
Non-controling interests

672,465,206 4.1%
9,962,890 0.1%

621,880,367 4.5%
8,747913 0.1%

50,584,839  8.1%
1214977  13.9%

682,428,096  4.1%

630,628,280 4.5%

51,799,816  8.2%

Total Comprehensive Income Attributable to:
Equity holders of the Parent Company
Non-controling interests

597,678,056  3.6%
8,537,538  0.1%

580,531,663 4.2%
8,747,913  0.1%

17146393  3.0%
(210375)  -2.4%

606,215,594  3.7%

589,279,576  4.2%

16,936,018 2.9%

Earnings Per Share for Net Income Attributable to
Equity Holders of the Parent Company(Note 28)

Basic

Diluted

0.649
0.645

0.604
0.603

0.045 7.5%
0.042 7.0%

See accompanying Notes to Unaudited ConsolidateahEial Statements.



JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN EQU ITY
FOR THE QUARTERS ENDED MARCH 31, 2012 AND 2011

Equity Attributable to Equity Holders of the Parent Company

Balances at January 1, 2012

Cumulative Unrealized Gain Excess of Cost ove Cost ol
Translation on Available-for- the Camying Value Retained Earmnings (Note 19) Common Stock Non-
Additional  Adjustments Sale Financia  of Non-controlling Appropriated for Held in controlling
Capital Stock Subscriptions Paid-in Capital of Foreign Assets Interests Acquired Future Treasury Interests
(Note 19) Receivable (Note 26) Subsidiaries (Note 10) (Note 19) Expansion Unappropriated (Note 19) Total (Note 11) Total Equity
(In PHP)

1,054,953,233(17,177,884) 2,914,463,925 (187,186,852) 102,626,829

(542,764,486) 1,200,000,000 15,174,359,248 (180,511,491) 19,518,762,522 703,691,245 20,222,453,767

Net income
Other comprehensive loss
Translation adjustments

- - - (76,212,502) -

672,465,206

672,465,206

9,962,891

(76,212,502) (1,425,352)

682,428,097

(77,637,854)

Total comprehensive income (loss)

- - - (76,212,502) -

672,465,206

- - - 596,252,704 8,537,539 604,790,243
Movements in other e quity accounts
Issuances of and subscriptions to capital stock 2,3%92 - 63,856,818 - - - - - - 66,209,510 - 66,209,510
Cost of stock options granted - - 20,501,713 - - - - - - 20,501,713 - 20,501,713
Arising from business combination - - - - - - - - - - 20,895,512 20,895,512
Additional appropriation during the period - - - - - - 3,800,000,000 (3,800,000,000) - - -
2,352,692 - 84,358,531 - - - 3,800,000,000 (3,800,000,000) - 86,711,223 20,895,512 107,606,735
Balances at March 31, 2012

1,057,305,925(17,177,884) 2,998,822,456 (263,399,354) 102,626,829

(542,764,486)

5,000,000,000 12,046,824,454 (180,511,491) 20,201,726,449 733,124,296 20,934,850,745

Balances at January 1, 2011

1,053,438,818(17,177,884)  2,773,682,164  (317,022,645) 107,164,577 (542,764,486) 1,200,000,000 13,042,709,169  (180,511,491) 17,119,518,222 141,030,798  17,260,549,020
Net income - - - - - - - 621,880,366 - 621,880,366 8,747,913 630,628,279
Other comprehensive loss
Translation adjustments - - - (41,348,704) - - - - - (41,348,704) - (41,348,704)
Total comprehensive income (loss) -7 -7 - 7 (41,348,704) -7 -7 - 621,880,366 - 580,531,662 8,747,913 589,279,575
Movements in other equity accounts
Issuances of and subscriptions to capital stock 669,1 - 1,884,154 - - - - - - 1,983,320 - 1,983,320
Cost of stock options granted - - 16,296,377 - - - - - - 16,296,377 - 16,296,377
99,166 - 18,180,531 - - - - - - 18,279,697 - 18,279,697
Balances at March 31, 2011 1,053,537,984(17,177,884)  2,791,862,695  (358,371,349) 107,164,577 (542,764,486)  1,200,000,000 13,664,589,535  (180,511,491) 17,718,329,581 149,778,711  17,868,108,292




JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

Quarters Ended March 31

2012 2011
(In PHP)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax 903,449,137 861,224,237
Adjustments fo
Depreciation and amortization (Notes 12, 13, 212#)d 652,197,443 545,953,741
Loss on disposals and retirements of property and
equipment - net (Note 12) 51,772,794 46,152,588
Interest expense (Note 23) 46,645,781 65,468,815
Pension expense (Note 25) 33,618,434 34,873,212
Equity in net loss of a joint venture (Note 11) 23,131,186 -
Impairment losses on investment properties (Noje 13 21,177,361 -
Stock options expense (Note 26) 20,501,713 16,296,377
Deferred rent amortization - net (Note 29) 12,302,536 14,507,666
Net unrealized foreign exchange loss - 2,662,718
Interest income (Note 23) (53,271,722) (23,827,296)
Income before working capital changes 1,711,524,663 1,563,312,058
Decreases (increases) in:
Receivables 69,377,325 213,361,686
Inventories 257,236,609 (107,475,295)
Other current assets (162,920,728) (485,174,041)
Decrease in trade payables and other currenttitieshil (898,946,508) (595,905,491)
Net cash generated from operations 976,271,361 588,118,917
Interest received 37,182,189 27,970,509
Income taxes paid (183,922,178) (189,092,851)
Net cash provided by operating activities 829,531,372 426,996,575
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property, plant and equipment (Note 12) (835,212,579) (721,311,153)
Subsidiaries - net of cash acquired (Note 11) (184,864,516) -
Available-for-sale financial assets (Note 10) (7,500,000) -
Investment properties (Note 13) - (3,079,081)
Proceeds from disposals of property and equipment 25,551,743 2,758,400
Advances to a co-venturer - (4,863,163)
Decrease (increase) in other noncurrent assets 74,684,062 (119,256,305)

Net cash used in investing activities

(927,341,290)

(845,751,302)




Quarters Ended March 31

2012 2011

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:

Long-term debt (Note 18)

Short-term debt (Note 18)

Cash dividends
Proceeds from:

Long-term debt (Note 18)

Issuances of and subscriptions to capital stock
Contributions from non-controlling interests
Interest paid

(In PHP)

(4,391,328)  (11,200,198)
- (39,749,400)
(2,894,441)  (68,388,368)

858,400,000 -
66,209,510 1,983,320
19,470,160 -

(19,594,976) (99,105,900)

Net cash provided by (used in) financing activities

917,198,925  (216,461,046)

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

EFFECT OF EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF PERIOD

819,389,007  (635,215,773)

(2,721,274) (3,679,558)

6,655,312,875 8,170,489,301

CASH AND CASH EQUIVALENTS AT END
OF PERIOD (Note 6)

7,471,980,608 7,531,593,970

See accompanying Notes to Unaudited ConsolidateahEial Statements.



JOLLIBEE FOODS CORPORATION AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S

1. Corporate Information

Jollibee Foods Corporation (the Parent Company)im@sporated in the Philippines. The Parent
Company and its subsidiaries (collectively referti@ds “the Jollibee Group”) are involved
primarily in the development, operation and frasiig of Quick Service Restaurants (QSR)
under the trade names “Jollibee”, “Chowking”, “Gmeéch”, “Red Ribbon”, “Yong He King”,
“Hong Zhuang Yuan”, “Mang Inasal”, “Burger King” drfSan Pin Wang”. The other activities

of the Jollibee Group include manufacturing andpprty leasing in support of the QSR systems
and other business activities (see Notes 2 and 5).

The common shares of the Parent Company were bstédhave been traded in the Philippine
Stock Exchange (PSE) beginning July 14, 1993.

The registered office address of the Parent Comjzai@th Floor, Jollibee Plaza Building, No. 10
Emerald Avenue, Ortigas Centre, Pasig City.

The consolidated financial statements as of Madgl2812 and December 31, 2011 and for the
three months ended March 31, 2012 and 2011 werewed and recommended for approval by
the Audit Committee on May 11, 2012. The same alisited financial statements were also
approved and authorized for issuance by the Boibdrectors (BOD) on May 11, 2012.

2. Basis of Preparation, Statement of Compliance, Chayes in Accounting Policies,
Restatement of 2010 Comparative Financial Statemesmtand Basis of Consolidation

Basis of Preparation

The consolidated financial statements of the JadliGroup have been prepared on the historical
cost basis, except for certain available-for-sAleS) financial assets, which are measured at fair
value. The consolidated financial statements egegmted in Philippine peso, which is the Parent
Company’s functional and presentation currency uRdidippine Financial Reporting Standards
(PFRS). All values are rounded to the nearest, a@pt when otherwise indicated.

Statement of Compliance

The accompanying consolidated financial statemieste been prepared in accordance with
PFRS. PFRS also includes Philippine Accounting&teds (PAS) and Philippine Interpretations
from International Financial Reporting Interpretats Committee (IFRIC) issued by the
Philippine Financial Reporting Standards Cound@e).

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent thidhe of the previous financial year, except for
the adoption of the following new, amended and owpd PFRS and Philippine Interpretations
that the Jollibee Group adopted starting Janua?p11.

New Interpretation

= Philippine Interpretation IFRIC 1&xtinguishing Financial Liabilities with Equity
Instrumentseffective for annual periods beginning on orafidy 1, 2010
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Amendments to Standards and Interpretation

= PAS 24 (AmendedRelated Party Disclosuregffective for annual periods beginning on or
after January 1, 2011

= PAS 32 (Amendmentkinancial Instruments: Presentation - Classificatiof Rights Issues
effective for annual periods beginning on or akebruary 1, 2010

= Philippine Interpretation IFRIC 1#£repayments of a Minimum Funding Requirement
(Amendment), effective for annual periods beginrongor after January 1, 2011

Improvements to PFRS (Effective 2011)

» PFRS 3Business CombinationrdVleasurement options available for non-contrgliinterest

» PFRS 3Business CombinationgContingent consideration arising from businesslgination
prior to adoption of PFRS 3 (as revised in 2008)

» PFRS 3Business CombinationdJn-replaced and voluntarily replaced share-basgtnent

awards, applicable for annual periods beginningroafter July 1, 2010

PFRS 7 Financial Instruments - Disclosures

PAS 1,Presentation of Financial Statements

PAS 27,Consolidated and Separate Financial Statements

PAS 34 Interim Financial Statements

Philippine Interpretation IFRIC 1&ustomer Loyalty Programmesletermining the fair

value of award credits

The adoption of these new and amended standardstengretations did not have a significant
impact on the Jollibee Group’s consolidated finahsiatements.

Future Changes in Accounting Policies

The Jollibee Group will adopt the following standmeand Philippine interpretations when these
become effective. Except as otherwise indicatesl Jollibee Group does not expect the adoption
of these new and amended standards to have satifimpact on its consolidated financial
statements.

New Standards and Amendments

= PFRS 9Financial Instruments: Classification and Measussthwill become effective for
annual periods beginning on or after January 152@FRS 9 reflects the first phase on the
replacement of PAS 3&jnancial Instruments: Recognition and Measurenait applies to
classification and measurement of financial assedisfinancial liabilities as defined in
PAS 39. In subsequent phases, hedge accountinghpadment of financial assets will be
addressed with the completion of this project etguton the first half of 2012. The adoption
of the first phase of PFRS 9 will have an effectlonclassification and measurement of the
Jollibee Group’s financial assets, but will potatyi have no impact on classification and
measurements of financial liabilities. The Jolél@roup will quantify the effect in
conjunction with the other phases, when issuedréeent a comprehensive picture.
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PFRS 10Consolidated Financial Statementsill become effective for annual periods
beginning on or after January 1, 2013. PFRS 1lcep the portion of PAS 2Zonsolidated
and Separate Financial Statemetitat addresses the accounting for consolidateahdial
statements. It also includes the issues rais&tanding Interpretations Committee (SIC) 12,
Consolidation - Special Purpose EntitieBFRS 10 establishes a single control model that
applies to all entities including special purposétes. The changes introduced by PFRS 10
will require management to exercise significanginent to determine which entities are
controlled, and therefore, are required to be dafesed by a parent, compared with the
requirements that were in PAS 27.

PFRS 11 Joint Arrangementswill become effective for annual periods begimgnan or after
January 1, 2013. PFRS 11 replaces PASrérests in Joint Venturesnd SIC-13,
Jointly-controlled Entities - Non-monetary Contrilmns by VenturetsPFRS 11 removes the
option to account for jointly controlled entitie¥JESs) using proportionate consolidation.
Instead, JCEs that meet the definition of a joeriture must be accounted for using the equity
method. The application of this new standard halve no impact on the financial position of
the Jollibee Group as it accounts for its JCEsguie equity method.

PFRS 12Disclosure of Interests in Other Entitjesill become effective for annual periods
beginning on or after January 1, 2013. PFRS 12des all of the disclosures that were
previously in PAS 27 related to consolidated finahstatements, as well as all of the
disclosures that were previously included in PASBd PAS 28Investments in Associates
These disclosures relate to an entity’s intere@stibsidiaries, joint arrangements, associates
and structured entities. A number of new disclesware also required.

PFRS 13Fair Value Measurementvill become effective for annual periods begimgnon or
after January 1, 201FPFRS 13 establishes a single source of guidancar B#RS for all fair
value measurements. PFRS 13 does not change whestiity is required to use fair value,
but rather provides guidance on how to measurevédire under PFRS when fair value is
required or permitted.

Philippine Interpretation IFRIC 1&greements for the Construction of Real Esteteers
accounting for revenue and associated expenseastip® that undertake the construction of
real estate directly or through subcontractorse ifiterpretation requires that revenue on
construction of real estate be recognized only wgmmmpletion, except when such contract
gualifies as construction contract to be accoufagednder PAS 11Construction Contractsor
involves rendering of services in which case reeaesuecognized based on stage of
completion. Contracts involving provision of s&es with the construction materials and
where the risks and reward of ownership are traresfe¢o the buyer on a continuous basis will
also be accounted for based on stage of complefibe. SEC and the FRSC have deferred the
effectivity of this interpretation until the finabvenue standard is issued by International
Accounting Standards Board (IASB) and an evaluatifoiihe requirements of the final revenue
standard against the practices of the Philippiaéestate industry is completed.

Philippine Interpretation IFRIC 2&tripping Costs in the Production Phase of a Swfisking
will become effective for annual periods beginnargor after January 1, 2013. IFRIC 20
applies to waste removal costs that are incurrediiface mining activity during the
production phase of the mine (“production strippoogts”) and provides guidance on the
recognition of production stripping costs as areiaad measurement of the stripping activity
asset.
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Amendments to Standards and Interpretation

= PAS 1,Presentation of Financial Statemg@mendment) Presentation of Items of Other
Comprehensive Incomwill become effective for annual periods begimmnon or after
July 1, 2012. The amendments to PAS 1 changerthuping of items presented in other
comprehensive income. Items that could be redlegdior “recycled”) to profit or loss at a
future point in time (for example, upon derecogmitor settlement) would be presented
separately from items that will never be reclassdlifi The Jollibee Group is in the process of
assessing the impact of this amendment on its tidaged financial statements.

= PAS 12,Income Taxe6Amendment) Deferred Tax: Recovery of Underlying Assetd
become effective for annual periods beginning oaftar January 1, 2012. It provides a
practical solution to the problem of assessing tietecovery of an asset will be through use
or sale. Itintroduces a presumption that recoeéthe carrying amount of an asset will
normally be through sale.

= PAS 19,Employee Benefifdmendment), will become effective for annual pdadoeginning
on or after January 1, 2013. Amendment include®ung the corridor mechanism and the
concept of expected returns on plan assets to siatgfifications and re-wording. The
Jollibee Group is in the process of assessingtipact of this amendment on its consolidated
financial statements.

= PAS 27,Separate Financial Statemerfsmendment), as revised in 2011 will become
effective for annual periods beginning on or afi@nuary 1, 2013. As a consequence of the
new PFRS 10 and PFRS 12, what remains of PAS Ifiited to accounting for subsidiaries,
JCEs, and associates in separate financial statemen

= PAS 28,Investments in Associates and Joint Vent(assevised in 201 Will become
effective for annual periods beginning on or afi@nuary 1, 2013As a consequence of the
new PFRS 11 and PFRS 12, PAS 28 has been renan&a@&Wvestments in Associates and
Joint Venturesand describes the application of the equity methanvestments in joint
ventures in addition to associates. The Jollibemi@is in the process of assessing the impact
of this amendment on its consolidated financiakestents.

= PAS 32/Financial Instruments: Presentatigdmendment) Offsetting Financial Assets and
Financial Liabilities will become effective for annual periods begimnon or after
January 1, 2014, with retrospective applicatiohede amendments to PAS 32 clarify the
meaning of “currently has a legally enforceablétig offset” and also clarify the application
of the PAS 32 offsetting criteria to settlementteyss (such as central clearing house systems)
which apply gross settlement mechanisms that arsimultaneous.

» PFRS 7Financial Instruments: Disclosurdémendment) Enhanced Derecognition
Disclosure Requirementwill become effective for annual periods begimmnan or after
July 1, 2011. The amendment requires additiorslasure about financial assets that have
been transferred but not derecognized to enablediieof the Jollibee Group’s financial
statements to understand the relationship withetlagsets that have not been derecognized
and their associated liabilities. In addition, #mendment requires disclosures about
continuing involvement in derecognized assets sbknthe user to evaluate the nature of, and
risks associated with, the entity’s continuing ilvemnent in those derecognized assets.
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» PFRS 7Financial Instruments: Disclosurdémendment) Offsetting Financial Assets and
Financial Liabilities are to be retrospectively applied for annualquibeginning on or after
January 1, 2013. The amendment requires an ¢atitisclose information about rights of
set-off and related arrangements (such as collaigraements). The new disclosures are
required for all recognized financial instrumetattare set-off in accordance with PAS 32.
These disclosures also apply to recognized finbimstruments that are subject to an
enforceable master netting arrangement or ‘simaigmeement’, irrespective of whether they
are set-off in accordance with PAS 32. The amemdsmequire entities to disclose, in a
tabular format unless another format is more apjatg the following minimum quantitative
information. This is presented separately forrizial assets and financial liabilities
recognized at the end of the reporting period:

(a) the gross amounts of those recognized financiatassd recognized financial liabilities;
(b) the amounts that are set-off in accordance witfcthieria in PAS 32 when determining
the net amounts presented in the statement ofdialgposition;
(c) the net amounts presented in the statement ofdialgposition;
(d) the amounts subject to an enforceable master geitiangement or similar agreement
that are not otherwise included in (b) above, idrig:
i. amounts related to recognized financial instrum#rdasdo not meet some or all of the
offsetting criteria in PAS 32; and
ii. amounts related to financial collateral (includoash collateral); and
(e) the net amount after deducting the amounts inr@h the amounts in (c) above.

The Jollibee Group is in the process of asseshm@nipact of these amendments on its
consolidated financial statements.

Restatement of Comparative 2010 Financial Statesnent

On November 22, 2010, the Jollibee Group, throtgParent Company, acquired 70% of the
issued and outstanding shares of Mang Inasal frgap Investments, Inc. (the seller), owner and
operator of Mang Inasal restaurant business ifPthippines, for a total acquisition cost of
B2,976.2 million. Goodwill, amounting to B2,844nillion was recognized provisionally in 2010.

In 2011, the valuation of the assets of Mang InB&dlippines Inc. (Mang Inasal) was completed
resulting to the recognition of a trademark andm@esponding reduction in the amount of
goodwill provisionally recognized of B2,004.3 naili and B1,033.1 million, respectively. In
accordance with PFRS 3, the Jollibee Group reste@mmparative 2010 financial statements to
reflect the results of the valuation of the asast# the information existed as of the acquisition
date. Consequently, the balances of goodwill ahdrantangible assets, deferred tax liabilities
and non-controlling interests were restated teeo¢fthis information.

Basis of Consolidation from January 1, 2010
The consolidated financial statements comprisédittaacial statements of the Parent Company
and its subsidiaries as at December 31, 2011.

Subsidiaries are fully consolidated from the ddtaaguisition, being the date on which the
Jollibee Group obtains control, and continue tedesolidated until the date when such control
ceases. The financial statements of the subsdiare prepared for the same reporting period as
the Parent Company, using consistent accountirigigel All intra-group balances, transactions,
unrealized gains and losses resulting from intcaygrtransactions and dividends are eliminated in
full.
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Non-controlling interests represent the portiocaiprehensive income and net assets not held
by the Jollibee Group and are presented sepaiiatttg consolidated statements of
comprehensive income and within equity in the cbdated statements of financial position,
separately from equity attributable to equity hoddef the Parent Company. Acquisition of
non-controlling interests is accounted for using ¢intity concept method, whereby the difference
between the cost of acquisition and the carryirigevaf the share of the net assets acquired is
recognized as a direct deduction from the equityi@e of the consolidated statements of financial
position as “Excess of cost over the carrying valfigon-controlling interests acquired”.

Losses within a subsidiary are attributed to the-omntrolling interest even if these result in a
deficit balance.

A change in the ownership interest of a subsidiaithout loss of control, is accounted for as an
equity transaction. If the Jollibee Group losestad over a subsidiary, it:

= derecognizes the assets (including goodwill) aaldilities of the subsidiary;

= derecognizes the carrying amount of any non-cdirgpinterest;

= derecognizes the cumulative translation differenmeorded in equity;

= recognizes the fair value of the considerationixect

= recognizes the fair value of any investment retdine

» recognizes any surplus or deficit in profit or loss

» reclassifies the Parent Company’s share of compsmeaviously recognized in other
comprehensive income to profit or loss or retaieaxhings, as appropriate.

Basis of Consolidation Prior to January 1, 2010

Some of the above-mentioned requirements wereeapph a prospective basis. The following
differences, however, are carried forward in cartastances from the previous basis of
consolidation:

= Losses applicable to the non-controlling interast consolidated subsidiary may exceed the
non-controlling interest in the subsidiary’s equifijhe excess, and any further losses
applicable to the non-controlling interest, are@dited against the controlling interest except
to the extent that the non-controlling interest &dsnding obligation and is able to make an
additional investment to cover the losses. Ifghiesidiary subsequently reports profits, such
profits are allocated to the controlling interestilthe non-controlling interest’s share of
losses previously absorbed by the controlling agehas been recovered. There were no
losses prior to January 1, 2010 that requires ailog between non-controlling interests and
equity holders of the Parent Company.

= The income and expenses of a subsidiary are ingludihe consolidated financial statements
until the date on which the Jollibee Group cease®htrol the subsidiary. The difference
between the proceeds from the disposal of the dialpgiand its carrying amount as of the date
of disposal, including the cumulative amount of axghange differences that relate to the
subsidiary recognized in equity, is recognizechimdonsolidated statements of comprehensive
income as the gain or loss on the disposal of ubsidiary.
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The consolidated financial statements include toeants of the Parent Company and the
following wholly-owned and majority-owned subsidés:

Percentage
Country of of Ownership
Incorporation Principal Activities 2012 2011 2010
Fresh N’ Famous Foods, Inc. (Fresh N’ Famous) - lippimes Food service 100 100 100
= Chowking Food Corporation USA United States of
America (USA) Holding company 100 100 100
Zenith Foods Corporation (Zenith) Philippines Foedvice 100 100 100
Freemont Foods Corporation Philippines Food service 100 100 100
RRB Holdings, Inc. (RRBHI): Philippines Holding cpamy 100 100 100
= Red Ribbon Bakeshop, Inc. (RRBI) Philippines Feed/ice 100 100 100
= Red Ribbon Bakeshop, Inc. USA (RRBI USA) USA Foedvice 100 100 100
Mang Inasal Philippines Inc. (Mang Inasal) Philipgs Food service 70 70 70
Grandworth Resources Corporation (Grandworth): iBines Leasing 100 100 100
= Adgraphix, Inc. (Adgraphix) Philippines Digitalipting 100 100 100
= IConnect Multimedia Network, Inc. (IConnect) Pppines Advertising 60 60 60
Honeybee Foods Corporation (Honeybee) - USA Feodce 100 100 100
= Tokyo Teriyaki Corporation (TTC) USA Food service 100 100 100
Jollibee Worldwide Pte. Ltd. (JWPL): Singapore Hotfcompany 100 100 100
= Regional Operating Headquarters of JWPL (JWS) ipfifles Accounting service 100 100 100
= Golden Plate Pte. Ltd. (GPPL) Singapore Holdioggany 100 100 100
= Beijing New Hongzhuangyuan Food and Beverage
Management Co., LtdHong Zhuang Yuan) Peoples’ Republic
of China (PRC) Food service 100 100 100
= Southsea Binaries Ltd. (Southsea) British Virgin
Island (BVI) Holding company 100 100 100
= Shanghai Yong He King Food & Beverage Co., Ltd. CPR Food service 100 100 100
= Beijing Yong He King Food and Beverage Co., Ltd. R® Food service 100 100 100
= Shenzhen Yong He King Food and Beverage Co., Ltd. PRC Food service 100 100 100
= Hangzhou Yongtong Food and Beverage Co., Ltd. PRC Food service 100 100 100
= Hangzhou Yonghe Food & Beverage Co., Ltd. PRC Fmodice 100 100 100
= Wuhan Yonghe Food and Beverage Co., Ltd. PRC Beodce 100 100 100
= Tianjin Yong He King Food and Beverage Co., Ltd. R® Food service 100 100 100
= Jollibee Foods Processing Pte. Ltd. (JFRPL) Singapore Holding company 70 70 70
s Jollibee Foods Processing Co. Ltd. (Anhui) PRC dFeervice 100 100 100
= Kuai Le Feng Food & Beverage (Shenzhen) Co., Ltd. PRC Dormant 100 100 100
= Guangxi San Pin Wang Food and Beverage
Management Company Limited (San Pin Wang) PRC BSeodce 55 - -
= JSF Investments, Pte. Ltd. (JSF) Singapore Holdamgpany 99 929 -
= Chow Fun Holdings LLC (Chow Fun) USA Food service 81 81 14
= Beijing Shang Shi Lin Food & Beverage
Management Company Ltd. PRC Holding company 100 100 -
= Shanghai Chunlv Co. Ltd. PRC Management
company 100 100 100
= Jollibee International (BVI) Ltd. (JIBL): BVI Holdg company 100 100 100
s Jollibee Vietnam Corporation Ltd. Vietnam Foodvees 100 100 100
s PT Chowking Indonesia Indonesia Food service 100 100 100
s PT Jollibee Indonesia Indonesia Dormant 100 100 100
s Jollibee (Hong Kong) Limited - Hong Kong Dormant 85 85 85
* Hanover Holdings Limited (Hanover) Hong Kong Domha 100 100 100
s Belmont Enterprises Ventures Limited (Belmont): BV Holding company 100 100 100
* Shanghai Belmont Enterprises Management and
Adviser Co., Ltd. (SBEMAC) PRC Business
management
service 100 100 100
* Yong He Holdings Co., Ltd.: BVI Holding company 100 100 100
Centenary Ventures Limited BVI Holding company 100 100 100
Colossus Global Limited BVI Holding company 100 100 100
Granite Management Limited BVI Holding company 100 100 100
Cosmic Resources Limited BVI Holding company 100 100 100
* All Great Resources Limited: BVI Holding company 100 100 100
Eastpower Resources Limited BVI Holding company 100 100 100
o Shanghai Yongjue Foods & Beverage Co., Ltd PRC didglcompany 100 100 100
Eaglerock Development Limited BVI Holding company 100 100 100

(Forward)



Percentage

Country of of Ownership
Incorporation Principal Activities 2012 2011 2010
Chanceu, Inc. - Philippines Holding company 100 100 -
= BKTitans, Inc. - Philippines Holding company 54 54 -
s PFN Holdings, Corp. - Philippines Holding company 99 99 -
 Perf Restaurants, In@. Philippines Food Service 100 100 -
Donut Magic Phils., Inc. (Donut Mag(®) Philippines Dormant 100 100 100
Ice Cream Copenhagen Phils., Inc. (ICEP) Philippines Dormant 100 100 100
Mary's Foods Corporation (Mary’$) Philippines Dormant 100 100 100
QSR Builders, Inc. Philippines Inactive 100 100 100
Jollibee USA USA Dormant 100 100 100

(a) Perf Restaurants, Inc. also holds shares in PERROa and PERF MOA.
(b) On June 18, 2004, the stockholders of the Jolliberip approved the Plan of Merger of the three damhtompanies. The
application is pending approval from the SEC aspfil 12, 2012.

Summary of Significant Accounting Policies

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Castadeptis are short-term, highly liquid
investments that are readily convertible to knowroants of cash with original maturities of three
months or less from the date of acquisition andsalgect to an insignificant risk of change in
value.

Financial Instruments

Date of RecognitionThe Jollibee Group recognizes a financial assatfmancial liability in the
consolidated statements of financial position witde@comes a party to the contractual provisions
of an instrument. In the case of a regular waglpase or sale of financial assets, recognition and
derecognition, as applicable, is done using trade dccounting. A regular way purchase or sale
is a purchase or sale of a financial asset undenttact whose terms require delivery of the asset
within the time frame established generally by tation or convention in the market place
concerned.

Financial instruments are classified as liabilityequity in accordance with the substance of the
contractual arrangement. Interest, dividends,ggairlosses relating to financial instruments or a
component that is financial liability are reporesiexpense or income. Distribution to holders of
financial instruments classified as equity is cledrdirectly to equity, net of any related income
tax benefits.

Initial Recognition and Measuremerfinancial instruments are recognized initiallyait ¥/alue,
which is the fair value of the consideration gifancase of an asset) or received (in case of a
liability). Transaction costs that are directlyriutable to the acquisition or issue of the ficiah
instruments are included in the initial measurenadia! financial assets and liabilities, except fo
financial assets and liabilities measured at falue through profit or loss (FVPL).

Subsequent to initial recognition, the Jollibee @ralassifies its financial instruments in the
following categories: financial assets and finahigailities at FVPL, loans and receivables, held-
to-maturity (HTM) investments, AFS financial assatsl other financial liabilities. The
classification depends on the purpose for whichinbguments are acquired and as liabilities were
incurred whether they are quoted in an active marklanagement determines the classification
of its financial instruments at initial recognitiand, where allowed and appropriate, re-evaluates
this classification at every reporting date.
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Determination of Fair Value The fair value of financial instruments tradedctive markets at
reporting date is based on their quoted markeemiadealer price quotations (bid price for long
positions and ask price for short positions), withany deduction for transaction costs. When
current bid and asking prices are not availabke pitice of the most recent transaction provides
evidence of the current fair value as long as thasenot been a significant change in economic
circumstances since the time of the transaction.

For all other financial instruments not traded maative market, the fair value is determined by
using appropriate valuation techniques. Valuatémhniques include net present value
techniques, comparison to similar instruments forclv observable market prices exist, option
pricing models and other relevant valuation models.

Determination of Amortized Costhe amortized cost of financial instruments is cated using
the effective interest method less any allowancénfipairment. The calculation takes into
account any premium or discount on acquisitionianllides transaction costs and fees that are
integral part of the effective interest.

“Day 1" Difference. Where the transaction price in a non-active maskdifferent from the fair
value of other observable current market transastio the same instrument or based on a
valuation technique whose variables include onta @l@m observable market, the Jollibee Group
recognizes the difference between the transactior pnd fair value (a “Day 1" difference) in
profit or loss unless it qualifies for recognitiaa some other type of asset or liability. In cases
where unobservable data is used, the differencedeet the transaction price and model value is
only recognized in profit or loss when the inputedime observable or when the instrument is
derecognized. For each transaction, the Jollibeegsdetermines the appropriate method of
recognizing the “Day 1” difference amount.

Financial Assets

Financial Assets at FVRLFinancial assets at FVPL include financial asketd-for-trading and
financial assets designated as at FVPL upon img@gnition.

Financial assets are classified as held-for-traditigey are acquired for the purpose of selling in
the near term. Gains or losses on investmentsfoeltiading are recognized in profit or loss.

Financial assets may be designated as at FVPlitiat necognition if the following criteria are
met:

= the designation eliminates or significantly redutesinconsistent treatment that would
otherwise arise from measuring the assets or ré&ziogrgains or losses on them on a
different basis;

= the assets are part of a group of financial asgeitsh are managed and their performance
evaluated on a fair value basis, in accordance avilbcumented risk management strategy; or

= the financial asset contains an embedded derivatiless the embedded derivative does not
significantly modify the cash flows or it is cleavith little or no analysis, that it would not be
separately recorded.

The Jollibee Group has no financial assets at F&$af March 31, 2012 and December 31, 2011.
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Loans and Receivabled.oans and receivables are non-derivative firdragsets with fixed or
determinable payments that are not quoted in aveactarket. They are not entered into with the
intention of immediate or short-term resale andratedesignated as AFS financial assets or
financial assets at FVPL. After initial measureimsnch financial assets are subsequently
measured at amortized cost using the effectivedatanethod, less any impairment in value.
Gains and losses are recognized in profit or Idssnithe loans and receivables are derecognized
or impaired, as well as through the amortizatiarcpss.

Loans and receivables are classified as curreatsaaéen the Jollibee Group expects to realize or
collect the asset within 12 months from the repgrtate. Otherwise, these are classified as
noncurrent assets.

The Jollibee Group’s cash and cash equivalentsjvales, long-term loan receivable and
security and other deposits are classified undsrctitegory.

HTM Investments Non-derivative financial assets with fixed oteteninable payments and fixed
maturity are classified as HTM when there is afpasintention and ability to hold to maturity.
Financial assets intended to be held for an undéfperiod are not included in this category.
HTM investments are subsequently measured at aredrtiost. This cost is computed as the
amount initially recognized minus principal repayn® plus or minus the cumulative
amortization using the effective interest methodmy difference between the initially recognized
amount and the maturity amount less allowancenfigmirment. Gains and losses are recognized
in profit or loss when the financial assets aredegnized or impaired, as well as through the
amortization process. Assets under this categerglassified as current assets if maturity is
within 12 months from reporting date and as norenirassets if maturity date is more than a year
from reporting date.

The Jollibee Group has no HTM investments as ofchl&d1, 2012 and December 31, 2011.

AFS Financial AssetsAFS financial assets are nonderivative finanasalets that are designated
in this category or are not classified in any & ¢@ther categories. AFS financial assets include
equity and debt securities. Equity investmentssifeed as AFS are those which are intended to
be held for an indefinite period of time and arahe classified as held-for-trading nor designated
as at FVPL. Debt securities are those which @ended to be held for an indefinite period of
time and which may be sold in response to neetiguwdlity or in response to changes in market
conditions.

After initial measurement, AFS financial assetssaaresequently measured at fair value with
unrealized gains or losses recognized as “Unrehfiaén (loss) on available-for-sale financial
assets - net” account in other comprehensive inaamtiethe financial asset is derecognized or
determined to be impaired at which time the accatedl gains or losses previously reported in
other comprehensive income are included in profibss. If the fair value cannot be measured
reliably, AFS financial assets are measured at begtg the fair value of the consideration paid
for the acquisition of the investment, less anyaimpent in value. All transaction costs directly
attributable to the acquisition are also includethie cost of investment.

Assets under this category are classified as cuassets if expected to be realized within
12 months from reporting date and as noncurretsis©therwise, these are classified as
non-current assets.

The Jollibee Group’s investments in club sharessirades of public utility companies are
classified under this category as of March 31, 2@ December 31, 2011.
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Financial Liabilities

Financial Liabilities at FVPL.Financial liabilities at FVPL include financial bdities that are
held-for-trading and financial liabilities desigaedtas at FVPL upon initial recognition.

Financial liabilities are classified as held-faading if acquired for the purpose of repurchasing i
the near term. Gains or losses on liabilities tietedrading are recognized in profit or loss.

The Jollibee Group has no financial liability clifiesl under this category as of March 31, 2012
and December 31, 2011.

Other Financial Liabilities. This category pertains to financial liabilities tlaae not

held-for- trading or not designated as at FVPL ug@ninception of the liability where the
substance of the contractual arrangements resulteiJollibee Group having an obligation either
to deliver cash or another financial asset to thlddr, or to exchange financial assets or financial
liabilities with the holder under conditions tha¢ gotentially unfavorable to the Jollibee Group.
These include liabilities arising from operatiom$orrowings.

Other financial liabilities are recognized initialit fair value and are subsequently carried at
amortized cost, taking into account the impactpgfiging the effective interest method of
amortization (or accretion) for any related premigiiscount and any directly attributable
transaction costs. Gains and losses are recogmzedfit or loss when the liabilities are
derecognized, as well as through the amortizationgss.

This category includes short-term debt, long-teghtdincluding current portion), liability for
acquisition of businesses (including current paortiand trade payables and other current
liabilities (excluding local and other taxes an@amed revenue from gift certificates).

The components of issued financial instrumentsabatain both liability and equity elements are
accounted for separately, with the equity compobeitg assigned the residual amount after
deducting from the instrument as a whole the amsepérately determined as the fair value of the
liability component on the date of issue.

Debt Issue Costs
Debt issue costs are deducted against long-teraselare amortized over the terms of the
related borrowings using the effective interesthudt

Impairment of Financial Assets

The Jollibee Group assesses at each reportinguihetder a financial asset or a group of financial
assets is impaired. A financial asset or a grddimancial assets is deemed to be impaired if
there is objective evidence of impairment as alt@wne or more events that occurred after the
initial recognition of the asset (an incurred lesent) and that the loss event has an impact on the
estimated future cash flows of the financial asset group of financial assets that can be reliably
estimated. Objective evidence of impairment majuide indications that the borrower or a group
of borrowers is experiencing significant finanda#ficulty, default or delinquency in interest or
principal payments, the probability that they weititer bankruptcy or other financial
reorganization and where observable data inditatiethere is measurable decrease in the
estimated future cash flows, such as changeséarmror economic conditions that correlate with
defaults.
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Loans and Receivable3he Jollibee Group first assesses whether objeetiidence of
impairment exists individually for financial assétat are individually significant or collectively
for financial assets that are not individually sfgant. If it is determined that no objective
evidence of impairment exists for an individualgsassed financial asset, whether significant or
not, the asset is included in a group of finanagaets with similar credit risk characteristics and
that group of financial assets is collectively assel for impairment. Factors considered in
individual assessment are payment history, passthias and term, development affecting
companies and specific issues with respect todbeumts. The collective assessment would
require the Jollibee Group to group its receivabigsed on the credit risk characteristics
(customer type, payment history, past-due statdgemm) of the customers. Changes in
circumstances may cause future assessment of aeddib be materially different from current
assessments, which could require an increase ceatexin the allowance account. The Jollibee
Group also considers factors, such as, the tyjsssts, the financial condition or near term
prospect of the related company or account, anthtbat and ability to hold on the assets long
enough to allow any anticipated recovery. Asdws are individually assessed for impairment
and for which an impairment loss is, or continuebé recognized, are not included in the
collective assessment of impairment.

If there is objective evidence that an impairmesslon loans and receivables has been incurred,
the amount of loss is measured as the differentveclea the asset’s carrying amount and the
present value of estimated future cash flows (eolyfuture credit losses that have not been
incurred) discounted at the financial asset’s aabeffective interest rate (i.e., the effective
interest rate computed at initial recognition).alfiban has a variable interest rate, the discamiat
for measuring any impairment loss is the currefeative interest rate. The carrying amount of
the asset is reduced through the use of an allevacwount and the amount of loss is recognized
in profit or loss under “General and administratgenses” account. Interest income continues
to be recognized based on the original effectiterast rate of the asset. Loans and receivables,
together with the associated allowance, are writf€mwhen there is no realistic prospect of future
recovery.

If, in a subsequent year, the amount of the estichathpairment loss decreases because an event
occurring after the impairment was recognized piteviously recognized impairment loss is
reversed. Any subsequent reversal of an impairtosstis recognized in profit or loss, to the
extent that carrying value of asset does not exiteenortized cost at the reversal date.

Quoted AFS Equity Investmenta.the case of equity investments classified as Afhcial

assets, an objective evidence of impairment wowtlide a significant or prolonged decline in the
fair value of the investments below its cost. tiigant’ is to be evaluated against the original
cost of the investment and ‘prolonged’ againstgéeod in which the fair value has been below
its original cost. When there is evidence of imp&int, the cumulative loss which is measured as
the difference between the acquisition cost andtineent fair value, less any impairment loss on
that financial asset previously recognized in ottenprehensive income under “Unrealized gain
(loss) on available-for-sale financial assetsteimoved from equity and recognized in the profit
or loss. Impairment losses on equity investmergsat reversed through profit or loss; increases
in fair value after impairment are recognized diseas other comprehensive income.

Unquoted AFS Equity Investmentbthere is objective evidence that an impairmesslhas been
incurred in an unquoted equity instrument thatasaarried at fair value because its fair value
cannot be reliably measured, or on a derivativetdhat is linked to and must be settled by
delivery of such an unquoted equity instrument,am®unt of loss is measured as the difference
between the asset’s carrying amount and the preatre of estimated future cash flows
discounted at the current market rate of returrafsimilar financial asset.
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Derecognition of Financial Assets and Liabilities

Financial Assets A financial asset (or, where applicable a pa# financial asset or part of a
group of similar financial assets) is derecognten:

(a) the rights to receive cash flows from the asseé lexpired;

(b) the Jollibee Group retains the right to receivendmvs from the asset, but has assumed an
obligation to pay them in full without material dglto a third party under a “pass-through”
arrangement; or

(c) the Jollibee Group has transferred its rights teiree cash flows from the asset and either
(i) has transferred substantially all the risks eswlards of the asset, or (ii) has neither
transferred nor retained substantially all thegiakd rewards of the asset, but has transferred
control of the asset.

When the Jollibee Group has transferred its rightgceive cash flows from the asset or has
entered into a “pass-through” arrangement, andeeitansferred nor retained substantially all

the risks and rewards of the asset nor transfewattol of the asset, the asset is recognizedeo th
extent of the Jollibee Group’s continuing involverhin the asset. In that case, the Jollibee Group
also recognizes an associated liability. The feansd asset and the associated liability are
measured on a basis that reflects the rights aligatibns that the Jollibee Group has retained.

Continuing involvement that takes the form of argnéee over the transferred asset is measured
at the lower of the original carrying amount of #sset and the maximum amount of the
consideration that the Jollibee Group could beireduo pay.

Financial Liabilities A financial liability is derecognized when thieligation under the liability
is discharged, cancelled or has expired.

When an existing financial liability is replaced @yother from the same lender on substantially
different terms, or the terms of an existing lidpiare substantially modified, such an exchange or
modification is treated as a derecognition of thiginal liability and the recognition of a new
liability, and the difference in the respectivergarg amounts is recognized in profit or loss.

Offsetting Financial Instruments

Financial assets and financial liabilities are efffand the net amount is reported in the
consolidated statements of financial positionrifd @nly if, there is a currently enforceable legal
right to offset the recognized amounts and theemigtention to settle on a net basis, or to zeali
the asset and settle the liability simultaneously.

Inventories
Inventories are valued at the lower of cost andealizable value. Costs are accounted for as
follows:

Processed inventories - First-in, first-out bagiast includes direct
materials, labor and a proportion of
manufacturing overhead costs based on normal
operating capacity.

Food supplies, packaging, store and Purchase cost on a first-in, first-out basis.
other supplies, and novelty items
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Net realizable value of processed inventoriesesetimated selling price in the ordinary course
of business, less estimated costs of completiortradstimated costs necessary to make the sale.

Net realizable value of food supplies, packagingresand other supplies is the current
replacement cost.

Net realizable value of novelty items is the estadaselling price in the ordinary course of
business, less the estimated costs necessary wthekale.

Property, Plant and Equipment

Property, plant and equipment, except land, atedtat cost less accumulated depreciation and
amortization and any accumulated impairment ine&alBuch cost includes the cost of replacing
part of property, plant and equipment at the tiha tost is incurred, if the recognition criterra a
met, and excludes the costs of day-to-day servicirand is stated at cost less any impairment in
value.

The initial cost of property, plant and equipmeonsists of its purchase price, including import
duties and taxes and any other costs directhpatable in bringing the asset to its working
condition and location for its intended use. Exjirmes incurred after the property, plant and
equipment have been put into operation, such asrsepnd maintenance, are normally charged to
income in the year in which the costs are incurredsituations where it can be clearly
demonstrated that the expenditures have resultad increase in the future economic benefits
expected to be obtained from the use of an itepragerty, plant and equipment beyond its
originally assessed standard of performance, thereditures are capitalized as additional costs of
property, plant and equipment.

Depreciation and amortization are calculated omaght-line basis over the following estimated
useful lives of the assets:

Land improvements 5 years

Plant, buildings, condominium units and improversent 5—40 years

Leasehold rights and improvements 2-10 yearsmon & the lease,
whichever is shorter

Office, store and food processing equipment 2y

Furniture and fixtures 3-5 years

Transportation equipment 3-5 years

An item of property, plant and equipment is deredingd upon disposal or when no future
economic benefits are expected from its use odep Any gain or loss arising on derecognition
of the asset (calculated as the difference betwhezdisposal proceeds and the carrying amount of
the asset) is included in profit or loss in theigethe asset is derecognized.

The residual values, if any, useful lives and dejpteon and amortization method of the assets are
reviewed and adjusted, if appropriate, at eachfiiz period.

When each major inspection is performed, its st¢ognized in the carrying amount of the
property, plant and equipment as a replacemehgeifécognition criteria are satisfied.

The carrying values of property, plant and equipnaee reviewed for impairment when events or
changes in circumstances indicate that the carmyahge may not be recoverable. Fully
depreciated assets are retained in the accouritshéytare no longer in use and no further
depreciation is credited or charged to profit @slo



-15 -

Construction in progress represents structuresrwmestruction and is stated at cost less any
impairment in value. This includes the cost ofstaiction and other direct costs. Cost also
includes interest on borrowed funds incurred dutirggconstruction period. Construction in
progress is not depreciated until such time thatrd¢fevant assets are completed and put into
operational use.

Investment Properties

Investment properties consist of land and land anwpments, and buildings and building
improvements held by the Jollibee Group for cagtgreciation and rental purposes. Investment
properties, except land, are carried at cost, dictutransaction costs, less accumulated
depreciation and amortization and any impairmeniaine. Cost also includes the cost of
replacing part of an existing investment propettiha time that cost is incurred if the recognition
criteria are met; and excludes the costs of dajatpservicing of an investment property. Land is
carried at cost less any impairment in value.

The depreciation of land improvements and buildisggd building improvements are calculated
on a straight-line basis over the estimated udiekes of the assets which are five (5) to
twenty (20) years.

The residual values, if any, useful lives and metbbdepreciation and amortization of the assets
are reviewed and adjusted, if appropriate, at éaahcial year-end.

Investment property is derecognized when eithkeastbeen disposed of or when the investment
property is permanently withdrawn from use andutare economic benefit is expected from its
disposal. Any gains or losses on the retirementisposal of an investment property are
recognized in profit or loss in the year of retimmor disposal.

Transfers are made to investment property only where is a change in use, evidenced by
ending of owner-occupation, or commencement ofp@rating lease to another party. Transfers
are made from investment property only when thegedhange in use, evidenced by
commencement of owner-occupation or commencemede\elopment with a view to sell.

Business Combinations

Business Combinations from January 1, 20B@isiness combinations are accounted for using the
acquisition method. Applying the acquisition meathiequires the (a) determination whether the
Jollibee Group will be identified as the acquii), determination of the acquisition-date,

(c) recognition and measurement of the identifi@sgets acquired, liabilities assumed and any
non-controlling interest in the acquiree and (dpgmition and measurement of goodwill or a gain
from a bargain purchase.

The cost of an acquisition is measured as the ggtpe®f the (a) consideration transferred by the
Jollibee Group, measured at acquisition-date falney, (b) amount of any non-controlling interest
in the acquiree and (c) acquisition-date fair vadtithe Jollibee Group’s previously held equity
interest in the acquiree in a business combinaatmeved in stages. Acquisition costs incurred
are expensed and included in “General and admatiigtrexpenses” account in the consolidated
statement of comprehensive income.

Initial Measurement of Non-controlling Interedtor each business combination, the Jollibee
Group measures the non-controlling interest iraitguiree using the proportionate share of the
acquiree’s identifiable net assets.



-16 -

Business Combination Achieved in Stagkesa business combination achieved in stages, th
Jollibee Group remeasures its previously held gqoierests in the acquiree at its acquisition-date
fair value and recognizes the resulting gain os,ldsany, in profit or loss.

Contingent ConsiderationAny contingent consideration to be transferredhe Jollibee Group

will be recognized at fair value at the acquisitttate. Subsequent changes to the fair value of the
contingent consideration which is deemed to besantaor liability, will be recognized either in
profit or loss or as a change to other compreherismome. If the contingent consideration is
classified as equity, it should not be remeasurgilitiis finally settled within equity.

Business Combinations prior to January 1, 20Bisiness combinations were accounted for
using the purchase method. For purchase methadcolnting, the cost of acquisition is the
aggregate of the fair values, at the date of exghaof assets given, liabilities incurred or
assumed, and equity instruments issued by the reeqini exchange for control over the net assets
of the acquired entity. Transaction costs direattyibutable to the acquisition formed part of the
acquisition costs. The non-controlling interesswaeasured at the proportionate share of the
acquiree’s identifiable net assets. The identifiassets, liabilities and contingent liabilitibatt
satisfy certain recognition criteria have to be sugad initially at their fair values at
acquisition-date, irrespective of the extent of ang-controlling interest.

Business combinations achieved in stages were ataxfor as separate steps. Any additional
acquired share of interest does not affect preljaesognized goodwill.

Contingent consideration was recognized if, angt dnthe Jollibee Group had a present
obligation, the economic outflow was more likehathnot and a reliable estimate was
determinable. Subsequent adjustments to the gamtirconsideration were recognized as part of
goodwiill.

Goodwill

Initial Measurement of Goodwill or Gain on a Bargd?urchase Goodwill is initially measured

by the Jollibee Group at cost being the excesseohggregate of the consideration transferred and
the amount recognized for non-controlling inte@str the net identifiable assets acquired and
liabilities assumed. If this consideration is lovilean the fair value of the net assets of the
subsidiary acquired, the difference is recognizeplrofit or loss as gain on a bargain purchase.
Before recognizing a gain on a bargain purchase)ohibee Group determines whether it has
correctly identified all of the assets acquired ahaf the liabilities assumed and recognize any
additional assets or liabilities that are identlfia that review.

Subsequent Measurement of Goodwiibllowing initial recognition, goodwill is measd at cost
less any accumulated impairment losses.

Impairment Testing of GoodwillFor the purpose of impairment testing, goodadifjuired in a
business combination is, from the acquisition-dallecated to each of the Jollibee Group’s
cash-generating units (CGU), or groups of CGUY, dha expected to benefit from the synergies
of the combination, irrespective of whether oth&seds or liabilities of the acquiree are assigned
to those units or groups of units. Each unit @ugrof units to which the goodwill is allocated:

= represents the lowest level within the Jollibeeuprat which the goodwill is monitored for
internal management purposes; and

* is not larger than an operating segment as defimP&RS 80Operating Segmentbefore
aggregation.
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Frequency of Impairment Testindrrespective of whether there is any indicatidimpairment,
the Jollibee Group tests goodwill acquired in aitess combination for impairment annually.

Allocation of Impairment LossAn impairment loss is recognized for a CGU # tiecoverable
amount of the unit or group of units is less tHaam¢arrying amount of the unit or group of units.
The impairment loss is allocated to reduce theyagagramount of the assets of the unit or group of
units first to reduce the carrying amount of godbaliocated to the CGU or group of units and
then to the other assets of the unit or group dkyamo rata on the basis of the carrying amount of
each asset in the unit or group of units.

Measurement Periodlf the initial accounting for a business comibioia is incomplete by the end
of the reporting period in which the combinatiorcacs, the Jollibee Group reports in its
consolidated financial statements provisional an®tor the items for which the accounting is
incomplete. The measurement period ends as sabe dsllibee Group receives the information
it was seeking about facts and circumstances Histed as of the acquisition-date or learns that
more information is not obtainable. The measurdmeriod does not exceed one year from the
acquisition-date.

Goodwill Included in a Disposal Group Classifiedsld for Sale Where goodwill forms part of
a CGU and part of the operation within the undigposed of, the goodwill associated with the
operation disposed of is included in the carryingant of the operation when determining the
gain or loss on disposal of the operation. Goddiigiposed of in this circumstance is measured
based on the relative values of the operation dspof and the portion of the CGU retained.

When subsidiaries are sold, the difference betwleeselling price and the net assets plus
cumulative translation adjustments and goodwitkizognized in profit or loss.

Intangible Assets

The cost of trademarks and brand names acquiradirsiness combination is the fair value as at
the date of acquisition. The Jollibee Group asxktwe useful life of the trademarks and brand
names to be indefinite because based on an anafyalisof the relevant factors; there is no
foreseeable limit to the period over which the assexpected to generate cash inflows for the
Jollibee Group.

Trademarks and brand names with indefinite usefeslare not amortized but are tested for
impairment annually either individually or at thest generating unit level. The useful life of an
intangible asset is assessed as indefinite ifdkjgected to contribute net cash inflows indeflgite
and is reviewed annually to determine whetherindefinite life assessment continues to be
supportable. If not, the change in the usefulddsessment from indefinite to finite is madeaon
prospective basis.

Gains or losses arising from derecognition of darigible asset are measured as the difference
between the net disposal proceeds and the carayimayint of the asset and are recognized in the
consolidated statements of comprehensive income Wieeasset is derecognized.

Common Control Business Combinations

A business combination involving entities or busses under common control is a business
combination in which all of the combining entiti@sbusinesses are ultimately controlled by the
same party or parties both before and after thanbss combination, and that control is not
transitory. The Jollibee Group accounts for atess combination between entities under
common control by applying the pooling of interasisthod. Under this method, the assets,
liabilities and equity of the acquired companieasthe reporting period in which the common
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control business combinations occur, and for amgparative periods presented, are included in
the consolidated financial statements at theiryiragramounts as if the combinations had occurred
from the date when the acquired companies firsafmecunder the control of the Jollibee Group.

Interest in and Advances to a Joint Venture.
This account consists of interest in and advarzegadint venture.

A joint venture is a contractual arrangement whgtelm or more parties (venturers) undertake an
economic activity that is subject to joint contrdoint control exists only when the strategic
financial and operating decisions relating to tbivély require the unanimous consent of the
venturers. A jointly controlled entity is a joiménture that involves the establishment of a
company, partnership or other entity to engageanemic activity that the Jollibee Group jointly
controls with its fellow venturer.

The Jollibee Group has interest in a joint ventungch is a jointly controlled entity. The Jollibee
Group’s interest in a joint venture is accountauuiging the equity method based on the
percentage share of capitalization in accordante the joint venture agreements. Under the
equity method, the interest in joint venture igrieat in the consolidated statements of financial
position at cost plus the Jollibee Group’s shangast-acquisition changes in the net assets of the
joint venture, less any impairment in value. Tbasolidated statements of comprehensive
income include the Jollibee Group’s share in ttseilte of operations of the joint venture.

When the Jollibee Group’s share of losses in th y@nture equals or exceeds its interest in the
joint venture, including any other unsecured regeles, the Jollibee Group does not recognize
further losses, unless it has incurred obligatomsiade payments on behalf of the joint venture.
Where there has been a change recognized diradtheiequity of the joint venture, the Jollibee
Group recognizes its share in any changes anddeskhis, when applicable, in the consolidated
statements of changes in equity.

The reporting dates of the joint venture and theiaCompany are identical and the joint
venture’s accounting policies conform to those usethe Parent Company for like transactions
and events in similar circumstances. Unrealizedsgarising from transactions with the joint
ventures are eliminated to the extent of the JadliGroup’s interests in the joint ventures against
the related investments. Unrealized losses améredted similarly but only to the extent that there
is no evidence of impairment in the asset transterr

The Jollibee Group ceases to use the equity mathadcounting on the date from which it no
longer has joint control, or significant influenicethe joint venture or when the interest becomes
held for sale.

Upon loss of joint control, the Jollibee Group meas and recognizes its remaining investment at
its fair value. Any difference between the cargyamount of the former joint controlled entity
upon loss of joint control and the fair value of tliemaining investment and proceeds from
disposal is recognized in profit or loss. Whenrémaining investment constitutes significant
influence, it is accounted for as investment iraasociate.

Impairment of Nonfinancial Assets

The carrying values of interests in a joint ventym@perty, plant and equipment, investment
properties, goodwill and other intangible assetsraviewed for impairment when events or
changes in circumstances indicate that the carmahge may not be recoverable. If any such
indication exists, and if the carrying value excethee estimated recoverable amount, the assets or
CGU are written down to their recoverable amouiitise recoverable amount of the asset is the
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greater of fair value less costs to sell or vatuade. The fair value less costs to sell is theuarh
obtainable from the sale of an asset in an arnmgtletransaction between knowledgeable, willing
parties, less costs of disposal. In assessing\valuse, the estimated future cash flows are
discounted to their present value using a pre-iscodnt rate that reflects current market
assessments of the time value of money and the sjscific to the asset. For an asset that does
not generate largely independent cash inflowsreheverable amount is determined for the CGU
to which the asset belongs. Impairment lossessg@nized in profit or loss in those expense
categories consistent with the function of the imgzhasset.

For nonfinancial assets, excluding goodwill, areasment is made at each reporting date as to
whether there is any indication that previouslyogrized impairment losses may no longer exist
or may have decreased. If such indication exisésrecoverable amount is estimated. A
previously recognized impairment loss is reversdg if there has been a change in the estimates
used to determine the asset’s recoverable amauws# the last impairment loss was recognized.

If that is the case, the carrying amount of thetissincreased to its recoverable amount. That
increased amount cannot exceed the carrying antbainivould have been determined, net of
depreciation and amortization, had no impairmess leeen recognized for the asset in prior years.

Such reversal is recognized in profit or loss.eARuch a reversal, the depreciation charge is
adjusted in future periods to allocate the asset/ised carrying amount, less any residual value
on a systematic basis over its remaining usefel lif

Equity

Capital Stock and Additional Paid-in CapitaCapital stock is measured at par value for atash
issued. Incremental costs incurred directly aftdble to the issuance of new shares are shown in
equity as a deduction from proceeds, net of taxcd&ds and/or fair value of considerations
received in excess of par value, if any, are reizeghas additional paid-in capital.

Retained Earnings and Dividend on Capital StocthefParent CompanyThe amount included

in retained earnings includes profit attributaldléhte Parent Company’s equity holders and
reduced by dividends on capital stock. Dividendgapital stock are recognized as a liability and
deducted from equity when they are approved bltaeeholders of the Parent Company and its
subsidiaries. Dividends for the year that are aypgul after the financial reporting date are dealt
with as an event after the reporting period.

Treasury SharesAcquisitions of treasury shares are recorded dt chse total cost of treasury
shares is shown in the consolidated statementaaridial position as a deduction from the total
equity. Upon re-issuance or resale of the treasliayes, cost of common stock held in treasury
account is credited for the cost of the treasuareshdetermined using the simple average method.
Gain on sale is credited to additional paid-in talpiLosses are charged against additional paid-in
capital but only to the extent of previous gaimiroriginal issuance, sale or retirement for the
same class of stock. Otherwise, losses are chéwgethined earnings.

Revenue

Revenue is recognized to the extent that it is gotébthat the economic benefits associated with
the transaction will flow to the Jollibee Group ahd amount of revenue can be reliably
measured. Revenue is measured at the fair valiie @fonsideration received, excluding
discounts, rebates, sales taxes and duties. Tiimeddsroup assesses its revenue arrangements
against specific criteria in order to determing i§ acting as principal or agent. The Jollibee
Group has concluded that it is acting as a pririarpall of its revenue arrangements.
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The following specific recognition criteria mussalbe met before revenue is recognized:

Sale of GoodsRevenue from sale of goods is recognized whesigreficant risks and rewards
of ownership of the goods have passed to the cesgmwhich is normally upon delivery. Sales
returns and sales discounts are deducted fromtsadgsve at net sales shown in profit or loss.

Royalty Fees.Revenue from royalty fees is recognized as thaltpaccrues based on certain
percentages of the franchisees’ net sales.

Franchise FeesRevenue from franchise fees is recognized wHhesealices or conditions
relating to a transaction have been substantiaiffopmed.

Service FeesRevenue is recognized in the period in which threise has been rendered.

Dividend Income.Dividend income is recognized when the Jollibeeup’s right as a
shareholder to receive the payment is established.

Rent Income Rent income from operating leases is recognizred straight-line basis over the
lease terms. For income tax reporting, rent incae@ntinued to be recognized on the basis of
the terms of the lease agreements.

Interest Income.Interest income is recognized as the interesuasgtaking into account the
effective yield on the asset.

Cost and Expenses

Cost and expenses are decreases in economic bahefitg the accounting period in the form of
outflows or decrease of assets or incurrence bilitias that result in decreases in equity, other
than those relating to distributions to equity ggrants. Cost and expenses included under “Cost
of sales” and “General and administrative expensetiie consolidated statement of
comprehensive income are recognized as incurred.

Pension Benefits

The Jollibee Group has a number of funded, nonrtriory pension plans, administered by
trustees, covering the permanent employees ofahenPCompany and its Philippine-based
subsidiaries. The cost of providing benefits uritlerdefined benefit plans is determined using
the projected unit credit actuarial valuation methéctuarial gains and losses are recognized as
income or expense when the net cumulative unrezedractuarial gains and losses for the plans
at the end of the previous reporting year exce@#s df the higher of the defined benefit
obligation and the fair value of plan assets atdlade. These gains or losses are recognized over
the expected average remaining working lives oftingloyees patrticipating in the plans.

Past service cost, if any, is recognized as expamsestraight-line basis over the average period
until the benefits become vested. If the benefiesalready vested immediately following the
introduction of, or changes to, a pension plant pasvice cost is recognized immediately.

Pension liability is the aggregate of the presahte of the defined benefit obligation and
actuarial gains and losses not recognized, andegldoy past service cost not yet recognized and
the fair value of plan assets out of which thegdiions are to be settled directly. If such
aggregate is negative, the asset is measured lawtbe of such aggregate or the aggregate of
cumulative unrecognized net actuarial losses astiggavice cost and the present value of any
economic benefits available in the form of refufrdsn the plans or reductions in the future
contributions to the plans.
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If the asset is measured at the aggregate of ctireilanrecognized net actuarial losses and past
service cost and the present value of any econbariefits available in the form of refunds from
the plan or reductions in the future contributiems$he plan, net actuarial losses of the current
period and past service cost of the current paiedecognized immediately to the extent that
they exceed any reduction in the present valubasfe economic benefits. If there is no change or
an increase in the present value of the econonmeflig, the entire net actuarial loss of the curren
period and past service cost of the current paredecognized immediately. Similarly, net
actuarial gain of the current period after the dtidn of past service cost of the current period
exceeding any increase in the present value ad¢baomic benefits stated above are recognized
immediately if the asset is measured at the agtgerfaumulative unrecognized net actuarial
losses and past service cost and the present ebéugy economic benefits available in the form of
refunds from the plans or reductions in the futoetributions to the plans. If there is no change
or a decrease in the present value of the econloemefits, the entire net actuarial gain of the
current period after the deduction of past serg@s of the current period are recognized
immediately.

The Jollibee Group also participates in variousegoment defined contribution schemes for the
PRC-based and USA-based subsidiaries. Under sicesenes, pension benefits of existing and
retired employees are guaranteed by the local pefsinefit plan, and each subsidiary has no
further obligations beyond the annual contribution.

Share-based Payments

The Jollibee Group has stock option plans grart;himanagement and employees an option to
purchase a fixed number of shares of stock attadstaice during a specified period (“equity-
settled transactions”).

The cost of the options granted to the Jollibeeu@®management and employees that becomes
vested is recognized in profit or loss over thaqukin which the performance and/or service
conditions are fulfilled, ending on the date on ethihe relevant management and employees
become fully entitled to the award (“vesting date”)

The fair value is determined using the Black-Sch@tion Pricing Model. The cumulative
expense recognized for the share-based transaeti@ash reporting date until the vesting date
reflects the extent to which the vesting period éqgsired and the Jollibee Group’s best estimate
of the number of equity instruments that will uléitaly vest. The charge or credit in profit or loss
or the investment account for a period represémsriovement in cumulative expense recognized
as of the beginning and end of that period.

No expense is recognized for awards that do nohalely vest, except for awards where vesting
is conditional upon a market condition, which aeated as vested irrespective of whether or not
the market condition is satisfied, provided thabgher performance conditions are satisfied.

Where the terms of a share-based award are modifse@l minimum, an expense is recognized as
if the terms had not been modified. In additiomgapense is recognized for any modification,
which increases the total fair value of the shasedl payment agreement, or is otherwise
beneficial to the management and employee as nezhatithe date of modification.

Where a share-based award is cancelled, it it if it had vested on the date of cancellation,
and any expense not yet recognized for the awamtegnized immediately. However, if a new
award is substituted for the cancelled award, @sipthated as a replacement award on the date
that it is granted, the cancelled and new awarel$raated as if there were a modification of the
original award.
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Research and Development Costs

Research costs are expensed as incurred. Devailbpost incurred on an individual project is
capitalized when its future recoverability can meebly be regarded as assured. Any expenditure
capitalized is amortized in line with the expechaire sales from the related project.

Leases

The determination of whether an arrangement ispatains a lease is based on the substance of
the agreement at inception date of whether thédlfoént of the arrangement is dependent on the
use of a specific asset or assets or the arrangameveys a right to use the asset.

Jollibee Group as Lessed eases which do not transfer to the Jollibeeu@raubstantially all the
risks and benefits of ownership of the asset assdied as operating leases. Operating lease
payments are recognized as expense in profit erdosa straight-line basis over the lease term.
Associated costs, such as maintenance and insyi@ecexpensed as incurred.

Jollibee Group as LessoiLeases which do not transfer to the lessee antsily all the risks and
benefits of ownership of the asset are classifeedperating leases. Rent income from operating
leases is recognized as income in profit or losa straight-line basis over the lease term. lInitia
direct costs incurred in negotiating an operateasé are added to the carrying amount of the
leased asset and recognized over the lease tetine @ame bases as rent income. Contingent
rents are recognized as revenue in the period iohvthey are earned.

Provisions

Provisions are recognized when the Jollibee Gragpahpresent obligation (legal or constructive)
as a result of a past event, it is probable thatuafiow of resources embodying economic benefits
will be required to settle the obligation and aafgle estimate can be made of the amount of the
obligation. If the effect of the time value of neynis material, provisions are determined by
discounting the expected future cash flows at egxeate that reflects current market assessment
of the time value of money and, where appropridie risks specific to the liability. Where
discounting is used, the increase in the provideato the passage of time is recognized as
interest expense.

Foreign Currency Transactions and Translations

The consolidated financial statements are preséntetilippine peso, which is the Parent
Company’s functional and presentation currencychitity in the Jollibee Group determines its
own functional currency and items included in timaficial statements of each entity are measured
using that functional currency. Transactions irefign currencies are recorded in Philippine peso
using the exchange rate at the date of the trdneadvlonetary assets and liabilities denominated
in foreign currencies are restated using the cfpgate of exchange at reporting date. All
differences are recognized in profit or loss. Nooretary items that are measured in terms of
historical cost in a foreign currency are translaising the exchange rates as at the dates of the
initial transactions.

The functional currencies of the Jollibee Group'efgn operations are US dollar (USD), PRC
renminbi (RMB), Indonesia rupiah, Vietham dong &twhg Kong dollar. As of the reporting

date, the assets and liabilities of foreign sulbsies are translated into the presentation currency
of the Parent Company at the rate of exchangegalirthe reporting date while the income and
expense accounts are translated at the weightedgevexchange rates for the year. The resulting
translation differences are included in the constéd statements of changes in equity under the
account “Cumulative translation adjustments of ifgmesubsidiaries” and in other comprehensive
income. On disposal of a foreign subsidiary, tbeumulated exchange differences are recognized
in profit or loss as a component of the gain os los disposal.
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Taxes

Current Tax. Current tax liabilities for the current and pri@ripds are measured at the amount
expected to be paid to the tax authority. Thegéées and tax laws used to compute the amount
are those that are enacted or substantively enattegorting date.

Deferred Tax.Deferred tax is provided using balance sheet lighitethod, on all temporary
differences at reporting date between the tax bafsassets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax assets are recognized for all dededi#imporary differences and carryforward
benefits of unused tax credits from excess of mimmezorporate income tax (MCIT) over regular
corporate income tax (RCIT) and net operating t@ssyover (NOLCO), to the extent that it is
probable that taxable profit will be available aggiwhich the deductible temporary differences
and carryforward benefits of excess of MCIT ovelR@&nd NOLCO can be utilized except:

= where the deferred tax asset relating to the dddedemporary difference arises from the
initial recognition of an asset or liability in ehsaction that is not a business combination
and, at the time of the transaction, affects neitine accounting profit nor taxable profit; and

* in respect of deductible temporary differences @ased with investments in subsidiaries and
interest in a joint venture, deferred tax assetg@rognized only to the extent that it is
probable that the temporary differences will regérsthe foreseeable future and taxable
profit will be available against which the tempgrdifferences can be utilized.

The carrying amount of deferred tax assets is veadeat each reporting date and reduced to the
extent that it is no longer probable that suffitiexable profit will be available to allow all or

part of the deferred tax assets to be utilizedretognized deferred tax assets are reassessed at
each reporting date and are recognized to the etktanit has become probable that future taxable
profit will allow the deferred tax assets to beawsred.

Deferred tax liabilities are recognized for allable temporary differences, except:

= where the deferred tax liability arises from thiiahrecognition of goodwill or of an asset or
liability in a transaction that is not a businesmbination and, at the time of the transactions,
affects neither the accounting profit nor taxabiefip and

» in respect of taxable temporary differences assetiaith investments in subsidiaries and
interest in a joint venture, where the timing o tieversal of the temporary differences can be
controlled and it is probable that the temporaffedénces will not reverse in the foreseeable
future.

Deferred tax assets and liabilities are measurdkabx rates that are expected to apply to the
year when the asset is realized or the liabilityeled, based on tax rates and tax laws that have
been enacted or substantially enacted at the regatate.

Deferred tax assets and liabilities are offsed, l[Egally enforceable right exists to set-off catre
tax assets against current tax liabilities anddéferred taxes relate to the same taxable enttty an
the same taxation authority.
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Value Added TaxRevenue, expenses and assets are recognizedthetashount of tax, except:

= where the tax incurred on a purchase of assetrvices is not recoverable from the taxation
authority, in which case the tax is recognizedaas$ @f the cost of acquisition of the asset or
as part of the expense item as applicable; and

» receivables and payables that are stated withrtlwiat of tax included.

The net amount of tax recoverable from, or pay#adléhe taxation authority is included as part of
“Other current assets” or “Trade payables and athaent liabilities” accounts in the
consolidated statements of financial position.

Earnings per Share (EPS) Attributable to Equitydead of the Parent Company

Basic EPS is calculated by dividing the net incdareghe year attributable to the equity holders of
the Parent Company by the weighted average nunflsenamon shares outstanding during the
year, after considering the retroactive effectto€k dividend declaration, if any.

Diluted EPS is computed by dividing the net incdorethe year attributable to the equity holders
of the Parent Company by the weighted average nuoflsmmmon shares outstanding during the
period, adjusted for any potential common sharggltiag from the assumed exercise of
outstanding stock options. Outstanding stock agtiwill have dilutive effect under the treasury
stock method only when the average market pricheofinderlying common share during the
period exceeds the exercise price of the option.

Where the EPS effect of the shares to be issusthimgement and employees under the stock
option plan would be anti-dilutive, the basic anldteéd EPS would be stated at the same amount.

Contingencies
Contingent liabilities are not recognized in thesalidated financial statements but are disclosed

unless the possibility of an outflow of resourcesedying economic benefits is remote.
Contingent assets are not recognized in the cataell financial statements but are disclosed
when an inflow of economic benefits is probable.

Business Segments

The Jollibee Group is organized and managed sebagatcording to the nature of business. The
three major operating businesses of the JollibeeGare food service, franchising and leasing.
These operating businesses are the basis upon thieiclollibee Group reports its primary
segment information presented in Note 5.

Events after the Reporting Period

Post year-end events that provide additional in&tiom about the Jollibee Group’s financial
position at reporting date (adjusting events) aflected in the Jollibee Group’s consolidated
financial statements. Post year-end events teata@radjusting events are disclosed in the notes
to consolidated financial statements when material.
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4. Significant Accounting Judgments, Estimates and Assnptions

The preparation of the consolidated financial st&tets requires management to make judgments,
estimates and assumptions that affect the repartedints on the consolidated financial
statements and related notes at the end of thetirggpperiod.

Judgments, estimates and assumptions are conjimvalluated and are based on historical
experience and other factors, including expectatafrfuture events that are believed to be
reasonable under the circumstances.

Judgments
In the process of applying the Jollibee Group’saating policies, management has made the

following judgments, apart from those involvingiesttions, which have the most significant effect
on the amounts recognized in the consolidated dinhstatements.

Functional Currency.Management has determined that the functional esgkptation currency of

the Parent Company and its Philippine-based suatidiis the Philippine peso, being the currency of
the primary environment in which the Parent Compamy its major subsidiaries operate. The
functional currencies of its foreign operations@termined as the currency in the country wheze th
subsidiary operates. For consolidation purpokedareign subsidiaries’ balances are translated to
Philippine peso which is the Parent Company'’s fonel and presentation currency.

Operating Lease Commitments - Jollibee Group asé&d he Jollibee Group has entered into
commercial property leases for its QSR and offaea lessee. Management has determined,
based on an evaluation of the terms and condititimecarrangements that all the significant risks
and benefits of ownership of these properties, wthe Jollibee Group leases under operating
lease arrangements, remain with the lessors. Auoagly, the leases are accounted for as
operating leases.

Rent expense amounted to B1,438.0 million an@l1819 million for the three months ended
March 31, 2012 and 2011, respectively (see Note224and 29).

Operating Lease Commitments - Jollibee Group asdre§ he Jollibee Group has entered into
commercial property leases on its investment ptggpartfolio and various sublease agreements.
Management has determined, based on an evaluétios terms and conditions of the arrangements,
that the Jollibee Group retains all the signifiadgsks and benefits of ownership of the properties
which are leased out. Accordingly, the leasesareunted for as operating leases.

Rent income amounted to B23.4 million and B21illom for the three months ended March 31,
2012 and 2011, respectively (see Notes 13, 20 @pd 2

Impairment of AFS Financial Assets - SignificanPoolonged Decline in Fair Value and
Calculation of Impairment LossThe Jollibee Group determines that an AFS finarasakt is
impaired when there has been a significant or pged decline in the fair value below its cost.
The Jollibee Group determines that a decline inaue of greater than 20% of cost is
considered to be a significant decline and a dedbna period of more than 12 months is
considered to be a prolonged decline. This detetiun of what is significant or prolonged
requires judgment. In making this judgment, thiéhk®e Group evaluates, among other factors,
the normal volatility in price. In addition, impaient may be appropriate when there is evidence
of deterioration in the financial health of the éistee, industry and sector performance.
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To compute for the impairment of AFS equity instants, the Jollibee Group expands its analysis to
consider changes in the investee’s industry artdrsperformance, legal and regulatory framework,
changes in technology, and other factors thattatiecrecoverability of the Jollibee Group’s
investments.

For unquoted equity shares, the Jollibee Groumagdis the expected future cash flows from the
investment and calculates the amount of impairmaerie difference between the present value of
expected future cash flows from the investmentitsnacquisition cost and recognizes the amount in
the consolidated statements of comprehensive income

There were no provisions for impairment loss on AR&cial assets in 2012 and 2011. The
carrying amount of AFS financial assets amounteRili?8.1 million and B120.6 million as of
March 31, 2012 and December 31, 2011, respecifsey Note 10).

Estimates and Assumptions

The key estimates and assumptions concerning theefand other key sources of estimation
uncertainty at reporting date that has a significesi of causing a material adjustment to the
carrying amounts of assets and liabilities witlia bext financial year are discussed below.

Impairment Loss on Receivabléhe Jollibee Group maintains an allowance for impant losses

at a level considered adequate to provide for piatemcollectible receivables. The level of
allowance is evaluated on the basis of factorsatfiett the collectability of the accounts. These
factors include, but are not limited to, the lengftithe Jollibee Group’s relationship with the
customers and counterparties, average age of esamuohcollection experience. The Jollibee Group
performs a regular review of the age and stattisesie accounts, designed to identify accounts with
objective evidence of impairment and provide therapriate allowance for impairment losses. The
review is done quarterly and annually using a coatimn of specific and collective assessments.
The amount and timing of recorded expenses fopanyd would differ if the Jollibee Group made
different judgments or utilized different methodgies. An increase in allowance account would
increase general and administrative expenses anelde current and noncurrent assets.

Provision for impairment loss on receivables in 2@inounted to B35.4 million resulting from
specific and collective assessments. The cargingunt of receivables amounted to

B2,302.7 million and B2,388.6 million as of Ma&h 2012 and December 31, 2011, respectively
(see Note 7).

Net Realizable Value of InventorieBhe Jollibee Group writes down inventories to eetizable
value, through the use of an allowance accountneder the net realizable value of inventories
becomes lower than the cost due to damage, phyletalioration, obsolescence, changes in price
levels or other causes.

The estimates of net realizable value are basedeomost reliable evidence available at the time
the estimates are made of the amounts the investare expected to be realized. These estimates
take into consideration fluctuations of prices osts directly relating to events occurring after
reporting date to the extent that such events mordonditions existing at reporting date. The
allowance account is reviewed on a regular bagieftect the accurate valuation in the financial
records.
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The Jollibee Group assessed that the net realizahle for some inventories is lower than cost,
hence, it recognized provision for inventory obsonce amounting to B19.5 million in 2011.
The Jollibee Group wrote-off allowance for invegtobsolescence amounting to B70.0 million in
2011. The carrying amount of inventories amouteed2,602.9 million and B2,860.1 million as
of March 31, 2012 and December 31, 2011, respédygtigee Note 8).

Estimation of Useful Lives of Property, Plant arglipment and Investment Propertighe
Jollibee Group estimates the useful lives of prijpglant and equipment and investment
properties based on the period over which the ptppglant and equipment and investment
properties are expected to be available for useparitie collective assessment of the industry
practice, internal technical evaluation and expegewith similar assets. The estimated useful
lives of property, plant and equipment and investinpeoperties are reviewed periodically and
updated if expectations differ from previous estigsadue to physical wear and tear, technical or
commercial obsolescence and legal or other limithé use of property, plant and equipment and
investment properties. However, it is possiblé theure financial performance could be
materially affected by changes in the estimateadibabout by changes in the factors mentioned
above. The amount and timing of recording the egption and amortization for any period
would be affected by changes in these factors modmstances. A reduction in the estimated
useful lives of property, plant and equipment angstment properties would increase the
recorded depreciation and amortization and decreaseurrent assets.

There was no change in the estimated useful lif/psoperty, plant and equipment and
investment properties in 2012 and 2011.

Impairment of Goodwill and Other Intangible Assefie Jollibee Group determines whether
goodwill and other intangible assets with indeéiniseful life is impaired at least on an annuaikbas
or more frequently if events or changes in circamses indicate that the carrying value may be
impaired. This requires an estimation of the vatugse of the CGU to which the goodwill is
allocated. Estimating the value in use requiresltilibee Group to make an estimate of the exgecte
future cash flows from the CGU and also to choos@table discount rate in order to calculate the
present value of those cash flows.

Management has determined that goodwill and otttengible assets are not impaired. The carrying
amount of goodwill and other intangible assets artemito B8,754.5 million and B8,584.1 million as
of March 31, 2012 and December 31, 2011, respégciisee Note 14).

Estimating the Fair Values of Acquiree’s Identif@ldssets and LiabilitieswWhere the fair values of
the acquiree’s identifiable assets and liabilitasnot be derived from active markets, the Jollibee
Group determined the fair values using internakaibn techniques and generally accepted valuation
approaches. The inputs to these valuation appesaie taken from historical experience and
observable markets where possible, but wheredmstifeasible, estimates are used in establishing
fair values. The estimates may include discoursrand assumptions used in cash flow projections.

The fair values of the identifiable net assets @eddrom San Pin Wang, BK Group, Chowking US
Operations and Chow Fun amounted to B46.4 milkdr1,1.5 million, B260.0 million and
R17.2 million, respectively (see Note 11).
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Impairment of Property, Plant and Equipment ancebinent PropertiesThe Jollibee Group

performs impairment review of property, plant agdipment and investment properties when certain
impairment indicators are present. Determiningdirevalue of assets, which requires the
determination of future cash flows expected to dr@egated from the continued use and ultimate
disposition of such assets, requires the Jollibeaiisto make estimates and assumptions that can
materially affect the consolidated financial stadats. Future events could cause the Jollibee Group
to conclude that the assets are impaired. Anytiegimpairment loss could have a material adverse
impact on the Jollibee Group’s financial positiow gperformance.

Provision for impairment losses on investment pridgg amounted to B21.1 million for the three
months ended March 31, 2012. The aggregate cgmglues of property, plant and equipment
and investment properties amounted to B11,414l@méand B11,329.9 million as of March 31,
2012 and December 31, 2011, respectively (see N@&tand 13).

Realizability of Deferred Tax AssefBhe carrying amounts of deferred tax assets atregcnting
date is reviewed and reduced to the extent thes Hre no longer sufficient taxable profits avdéab
to allow all or part of the deferred tax assetsdautilized. The Jollibee Group’s assessmenten th
recognition of deferred tax assets on deductillgpteary differences and carryforward benefits of
excess of MCIT over RCIT and NOLCO is based orfdhecasted taxable income. This forecast is
based on past results and future expectationsvenue and expenses.

The carrying amount of deferred tax assets amount®d,017.6 million and B967.6 million as of
March 31, 2012 and December 31, 2011, respect(gely Note 24).

Present Value of Defined Benefit Obligatidrhe present value of the pension obligations depend
on a number of factors that are determined on ma@al basis using a number of assumptions.
These assumptions include, among others, discai@mtexpected rate of return on plan assets and
rate of salary increase. Actual results that difiem the Jollibee Group’s assumptions are
accumulated and amortized over future periods lzeretore, generally affect the recognized expense
and recorded obligation in such future periods.

The assumption on the expected return on plansassdttermined on a uniform basis, taking into
consideration the long-term historical returnsefiaiocation and future estimates of long-term
investment returns.

The Jollibee Group determines the appropriate dista@te at the end of each year. It is the istere
rate that should be used to determine the presém of estimated future cash outflows expected to
be required to settle the pension obligationsdeltlermining the appropriate discount rate, théodal
Group considers the interest rates on governmertsiibiat are denominated in the currency in which
the benefits will be paid, and that have terms atunity approximating the terms of the related
pension liability.

Other key assumptions for pension obligations aset in part on current market conditions.

While Jollibee Group’s assumptions are reasonataeappropriate, significant differences in actual
experience or significant changes in assumptionsmaderially affect pension and other pension
obligations.

The carrying amount of pension liability amounte@811.4 million and B278.7 million as of
March 31, 2012 and December 31, 2011, respectivgtyecognized net actuarial gains amounted to
B293.8 million as of March 31, 2012 and DecemiiePB11 (see Note 25).
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Share-based Paymentshe Parent Company measures the cost of its esgiitied transactions with
management and employees by reference to thealai of the equity instruments at the grant date.
Estimating fair value for share-based payment &retiens requires determining the most appropriate
valuation model, which is dependent on the terndscanditions of the grant. The estimate also
requires determining the most appropriate inputedosaluation model including the expected life of
the share option, volatility and dividend yield andking assumptions about these inputs. The fair
value of the share option is being determined uiadlack-Scholes Option Pricing Model. The
expected life of the stock options is based orexpected exercise behavior of the stock option
holders and is not necessarily indicative of ther@se patterns that may occur. The volatility is
based on the average historical price volatilityolvimay be different from the expected volatilify o
the shares of the Parent Company.

Total expense arising from share-based paymengnézd by the Jollibee Group amounted to
R20.5 million and B16.3 million for the three rtimnended March 31, 2012 and 2011, respectively
(see Notes 22 and 26).

Fair Value of Financial Assets and Liabilitie$he Jollibee Group carries certain financial assets
liabilities at fair value, which requires extensiv@ of accounting estimates and judgments. The
significant components of fair value measurememéwletermined using verifiable objective
evidence (i.e., foreign exchange rates, interéss raolatility rates). The amount of changesin f
value would differ if different valuation methodgies and assumptions are utilized. Any
changes in the fair value of these financial assediliabilities would directly affect profit ors$s
and other comprehensive income.

The fair value of financial assets and liabilitge discussed in Note 31.

Provisions. The Jollibee Group recognizes a provision for digation resulting from a past event
when it has assessed that it is probable that #lowwwf resources will be required to settle the
obligation and a reliable estimate can be madeecaimount of the obligation. These assessments are
made based on available evidence, including th@@pof experts. Future events and developments
may result in changes in these assessments whicimpact the financial condition and results of
operations.

There were no additional provisions recorded in2&id 2011.

Total outstanding provisions for legal claims aestructuring costs amounted to B30.5 million as
of March 31, 2012 and December 31, 2011 (see Note 1

Contingencies The Jollibee Group is currently involved in litigats, claims and disputes which
are normal to its business. The estimate of tbbgile costs for the resolution of these claims has
been developed in consultation with the Jollibeeupts legal counsels and based upon an
analysis of potential results. Except for thogmlelaims provided under Note 17, management
believes that the ultimate liability, if any, witBspect to the other litigations, claims and disput

will not materially affect the financial positiomd performance of the Jollibee Group.
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Segment Information

Business Segments

The Jollibee Group’s operating businesses are @ag@diand managed separately according to the
nature of the products and services provided, eaith segment representing a strategic business
unit that offers different products and serveseddht markets.

» The food service segment is involved in the openatiof QSR and the manufacture of food
products to be sold to Jollibee Group-owned anactigsed QSR outlets.

= The franchising segment is involved in the franicigof the Jollibee Group’s QSR store

concepts.

*= The leasing segment leases store sites mainletddiibee Group’s independent franchisees.

The following tables present certain informationremenue, expenses, assets and liabilities and
other segment information of the different busiresgments as of March 31, 2012 and
December 31, 2011 and for the three months endedhiV&d, 2012 and 2011:

March 2012 (Unaudited)

Food Service Franchising Leasing Eliminations Cormdidated
(In Thousands)

Revenue from external customers  B15,720,054 B727,250 B39,105 P— P16,486,409
Inter-segment revenues 4,929,810 123,402 268,691 (5,321,903) —
Segment revenues 20,649,864 850,652 307,796 (5,321,903) 16,486,409
Segment expenses (20,483,007) (123,402) (316,944) 5,321,903 (15,601,450)
Other segment income (loss) (3,725) — 15,589 - 11,864
Segment result P163,132 B727,250 B6,441 B— 896,823
Interest income 53,272
Interest expense (46,646)
Income before income tax 903,449
Provision for income tax 221,021
Net incom: P682,428
Assets and Liabilities
Segment assets B38,304,761 B— B401,479 B— B38,706,240
Deferred tax assets 1,000,984 - 16,603 - 1,017,587
Consolidated assets B39,305,745 B— B418,082 P— P39,723,827
Segment liabilities B12,185,877 B— P131,013 B— B12,316,890
Deferred tax liabilities 766,526 - 4,042 - 770,568
Long-term debt - including

current portion 5,509,702 - - - 5,509,702
Income tax payable 188,716 - 3,100 - 191,816
Consolidated liabilities P18,650,821 B— P138,155 B— P18,788,976
Other Segment Information
Capital expenditures 835,213 B- B- B- 835,213
Depreciation and amortization 650,909 — 1,288 — 652,197
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March 31, 2011 (Unaudited)

Food Service Franchising Leasing Eliminations Cldated
(In Thousands)

Revenue from external customers  B13,249,665 P684,641 BP35,482 B— P13,969,788
Inter-segment revenues 4,733,307 102,706 261,283 ,097296) —
Segment revenues 17,982,972 787,347 296,765 (2997, 13,969,788
Segment expenses (17,789,564) (102,706) (318,374) 5,097,296 (13,113,348)
Other segment income 46,151 — 275 - 46,426
Segment result B239,559 B684,641 (B21,334) B— 902,866
Interest income 23,827
Interest expense (65,469)
Income before income tax 861,224
Provision for income tax (230,596)
Net incom: B630,628
Assets and Liabilities
Segment assets B31,447,928 B- B352,144 B- 8P3L72
Deferred tax assets 878,654 - 41,485 - 920,139
Consolidated assets B32,326,582 B— B393,629 B—P32,720,211
Segment liabilities B11,939,053 B— B156,174 B- P12,095,227
Deferred tax liabilities 159,043 - 8,061 - 167,104
Long-term debt - including

current portion 2,380,516 - - - 2,380,516
Income tax payable 205,806 — 3,449 — 209,255
Consolidated liabilities B14,684,418 B— B167,684 B— P14,852,102
Other Segment Information
Capital expenditures B721,311 B— B— B— B721,31
Depreciation and amortization 544,643 — 1,311 — , G5

Geographical Segments

The Jollibee Group’s geographical segments aredb@sé¢he location of the assets producing
revenues in the Philippines and in other locat(evisch includes PRC and the U.S.). Sales to
external customers disclosed in the geographicaheats are based on the geographical location

of the customers.

Majority of the Jollibee Group’s revenues were gatexrl from the Philippines, which is the

Jollibee Group’s country of domicile.

The Jollibee Group does not have a single exteustbmer which revenue amounts to 10% or
more of the Jollibee Group’s revenues.

The following table presents revenues, segmentsaaad capital expenditures of the Jollibee
Group’s geographical segments:

Philippines International  Eliminations Consolidated
(In Thousands)

March 31, 2012:
Revenues R13,051,321 B3,470,166 (B35,078R16,486,409
Segment assets 24,642,148 14,064,092 - 38,706,240
Capital expenditures 514,931 320,282 — 835,213
March 31, 2011:
Revenues 11,353,028 2,649,524 (32,764)13,969,788
Segment assets 22,619,866 9,180,206 - 31,800,072
Capital expenditures 485,096 236,215 - 721,311
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6. Cash and Cash Equivalents
This account consists of;

March 2012 December 2011

(Unaudited) (Audited)
Cash on hand P173,981,221 P169,886,592
Cash in banks 3,104,937,354 2,315,131,475
Short-term deposits 4,193,062,033 4,170,294,808

P7,471,980,608 B6,655,312,875

Cash in banks earn interest at the respective gawnspecial demand deposit rates.

Short-term deposits are made for varying periodgod three months depending on the
immediate cash requirements of the Jollibee Grang,earn interest at the respective short-term

deposit rates.

Interest income earned from cash in banks and-shont deposits amounted to B31.4 million and
B21.0 million for the three months ended MarchZii1,2 and 2011, respectively (see Note 23).

7. Receivables
This account consists of;

March 2012 December 2011

(Unaudited) (Audited)

Trade B2,178,497,588 B2,250,407,136
Less allowance for impairment loss 164,397,880 164,744,992

2,014,099,708 2,085,662,144
Receivable from retirement fund 127,711,364 137,745,214
Advances to employees 95,152,422 100,368,090
Current portion of employee car plan receivables 44,087,936 43,901,365
Others 21,682,283 20,940,239

P2,302,733,713 P2,388,617,052

Trade receivables are noninterest-bearing andearerglly on a 30-60 days term.

Receivable from retirement fund, advances to engaeycurrent portion of employee car plan
receivables and other receivables are expecteel tollected within the next financial year.
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The movements in the allowance for impairment fos¢rade receivables as of March 31, 2012

and December 31, 2011 are as follows:

March 2012 December 2011

(Unaudited) (Audited)
Balance at beginning of period P164,744,992 R136,082,073
Provisions - 35,354,094
Reversals - (1,711,028)
Translation adjustments (347,112) 19,853
Write-offs — (5,000,000)

Balance at end of period

P164,397,880 P164,744,992

The provisions in 2011 resulted from specific anlfiective impairment assessments performed

by the Jollibee Group.

8. Inventories

This account consists of:

March 2012 December 2011
(Unaudited) (Audited)

At cost:

Food supplies and processed inventories

Packaging, store and other supplies

P2,377,207,591 B2,659,794,971
193,707,869 176,813,937

At net realizable value -
Novelty items

2,570,915,460 2,836,608,908

31,951,210 23,494,371

Total inventories at lower of cost and net
realizable value

P2,602,866,670 P2,860,103,279

The cost of novelty items carried at net realizafallere amounted to B54.7 million and P46.2
million as of March 31, 2012 and December 31, 20&4pectively.

The allowance for inventory obsolescence amoumé&P?.7 million as of March 31, 2012 and

December 31, 2011.

9. Other Current Assets

This account consists of;

March 2012 December 2011
(Unaudited) (Audited)

Deposits to suppliers and others
Prepaid expenses:

RP725,798,450 PB653,903,361

Rent 411,092,618 364,942,365
Insurance and other prepayments 213,359,843 170,509,345
Taxes 128,744,010 112,741,258
Supplies 54,822,880 52,818,366

P1,533,817,801 P1,354,914,695
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Deposits to suppliers and others are generallyieppb purchase of inventories and availment of
services and others within the next financial year.

Prepaid expenses and supplies are charged to iopsrat the next financial year as the related
expenses are incurred.

10.

Available-for-Sale Financial Assets

This account consists of quoted investment in shdres and shares of public utility companies
amounting to B128.1 million and B120.6 millioncadlarch 31, 2012 and December 31, 2011,
respectively.

The movements on the carrying value of AFS findrasaets are as follows:

March 2012 December 2011

(Unaudited) (Audited)
Balance at beginning of period P120,649,438 PR176,283,046
Additions 7,500,000 -
Write-offs - (229,360)
Reclassification — (50,866,500)
Fair value changes - (4,537,748)
Balance at end of period P128,149,438 PB120,649,438

As of March 31, 2012 and December 31, 2011, thealized gain on AFS financial assets
amounted to R102.6 million.

Reclassification out of the AFS category includesreviously held equity interest in Chow Fun
Holdings which was increased to 80.55% in 2011 (sate 11).

11.

Business Combinations, Acquisition of Non-controlhg Interests, Incorporation
of New Subsidiaries and Interests in and Advances tJoint Ventures

Acquisition in 2012

Business Combination through Acquisition of EqSityares

San Pin WangOn March 9, 2012, the Jollibee Group, through JW&Iguired 55% of the issued
and outstanding shares of Guangxi San Pin Wand &od Beverage Management Company
Limited, which operates the San Pin Wang beef reobdkiness in South China, from Guangxi
Zong Kai Food Beverage Investment Company Limitedk, the seller), for a total acquisition
cost of RMB30 million (B195.9 million). The Jdée Group paid RMB20 million

(B135.1 million) as of March 31, 2012. The présetue of the remaining RMB10 million
(B60.8 million) is payable on or before March 2013

This acquisition is pursuant to the framework agreet which was signed on April 30, 2010 and
the share purchase agreement signed on Octob20P®, As joint venture partners, JWPL and
GZK will also place additional investments totaliRyIB20 million into this fast food chain in
anticipation of its expansion.
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The fair values (provisionally determined to bealda the book values at the date of acquisition,
except as otherwise indicated) of the identifiassets acquired and liabilities assumed from GZK
as at the date of acquisition were as follows:

Cash and cash equivalents B7,525,090
Receivables 2,894,103
Inventories 13,041,495
Other current assets 31,336,869
Property, plant and equipment 71,613,166
Intangible assets 3,073,784
Other noncurrent assets 10,817,615
Total identifiable assets acquired 140,302,122
Less:

Trade payables and other current liabilities 03,853
Net identifiable assets acquil P46,434,469

Goodwill acquired in the business combination wetenined as follows:

Fair value of consideration

Cash R135,110,309

Liability 60,826,786
Total 195,937,095
Non-controlling interests’ share in the net

assets acquired 20,895,511
Aggregate amount 216,832,606
Less acquisition - date fair value of net assets

acquired 46,434,469
Goodwill B170,398,137

Goodwill comprises the value of expected synerggirag from the business combination.
The net cash outflow on the acquisition is as feo
Cash paid on acquisition R135,110,309

Less cash acquired from subsidiary 7,525,090
B127,585,219

Acquisitions in 2011

Business Combination through Acquisition of EqSityares

Burger King. On September 30, 2011, the Jollibee Group, thrasgharent Company, acquired a
majority ownership of the firm that operates Burierg in the Philippines. The Parent Company
invested B65.5 million to purchase 54% equityregein BKTitans, Inc., owner of PERF
Restaurants, Inc. (or collectively the BK Groupg sole franchisee of the Burger King Brand in
the Philippines.

The Jollibee Group’s primary reason for the busiresnbination is to gain presence in the
premium price segment of the hamburger categotiydriast food market.
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Business Combination through Purchase of Assets

Chowking US operationsOn May 27, 2011, the Jollibee Group, througwitelly-owned
subsidiary, TTC, entered into an Asset Purchasedéwmgent with Fortune Capital Corporation,
owner and operator of all Chowking stores in thedd$he master licensee therein, to purchase
the latter’s property and equipment, inventories security deposits of its twenty (20) existing
stores. The purchase consideration amounted38.Bénillion. The Jollibee Group paid

B520.0 million of the total consideration as otBwber 31, 2011. The balance shall be paid over
the next five (b) years.

With this acquisition, the Jollibee Group will beiged to take a more active role to further the
growth of the Chowking business in the USA.

Business Combination Achieved in Stages

Jinja Bar and Bistro On March 31, 2011, the Jollibee Group, througtwholly-owned
subsidiary, JWPL, acquired from Aspen Partners, PL4D0 shares of Chow Fun Holdings, LLC
(Chow Fun) for US$3.2 million (R139.6 million),ibging up its equity share in Chow Fun to
80.55%. The Jollibee Group (through JWPL) previpbheld 13.89% equity share in Chow Fun.
Chow Fun is the developer and owner of Jinja BarBistro in New Mexico, USA.

The carrying amount of the previously held equiteiest in Chow Fun was presented as part of
AFS financial assets in 2010 (see Note 10). Roidhe business combination, the previously held
equity interest was remeasured at the acquisitéda-fhir value resulting to a loss amounting to
R12.8 million which was recognized in the statetm@h comprehensive income under “General
and administrative expenses” account in 2011.

The Jollibee Group’s objective in this venturedghhance its capability in developing Asian food
restaurant concepts for the mainstream consuméig idnited States as part of its long-term
strategy.

The fair values (provisionally determined to bealda the book values at the date of acquisitions,
except as otherwise indicated) of the identifiaddsets acquired and liabilities assumed from BK
Group, Chowking US Operations, and Chow Fun aseatlates of acquisitions were as follows:

Chowking US
BK Group Operations Chow Fun
Cash and cash equivalents B17,071,231 B— B3350,
Receivables 5,951,921 - 331,325
Inventories 13,302,567 14,515,550 3,883,969
Other current assets 3,245,199 - 3,073,027
Property, plant and equipment* 222,303,494 2390417, 105,912,607
Deferred tax assets 3,323,559 - -
Other noncurrent assets 50,269,948 6,322,410 -
Total identifiable assets acquired 315,467,919 FEYP00 118,071,264
Less:
Trade payables and other current
liabilities 168,691,196 - 23,760,278
Long-term liabilities - - 77,128,142
Income tax payable 1,102,058 - -
Deferred tax liabilities 30,976,291 - -
Pension liability (Note 25) 3,199,600 — -
Total identifiable liabilities assumed 203,969,145 — 100,888,420
Net identifiable assets acquired B111,498,774 B2590680 B17,182,844

* The carrying amount of BK Group’s property, plantaguipment amounted to P119,049,189 at the date
of acquisition.
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Goodwill acquired in the business combinations vadatermined as follows:

Chowking US
BK Group Operations Chow Fun
(54.00%) (100.00%) (80.56%)
Fair value of consideration
Cash = P519,960,000 PB139,644,000
Advances 65,454,545 - -
Liability — 173,320,000 —
Total 65,454,545 693,280,000 139,644,000
Non-controlling interests’ share in
the net assets acquired 51,289,436 - 3,340,345
Previously held equity interests
(13.89%) — - 29,092,500
Aggregate amount 116,743,981 693,280,000 172,076,845
Less acquisition - date fair value
of net assets acquired 111,498,774 259,980,000 17,182,844
Goodwill P5,245,207 PB433,300,000 P154,894,001

Advances were made to BK Group prior to its actjoisiin 2011.
Goodwill comprises the value of expected synergresng from the business combinations.

The net cash outflows on the acquisitions are lisae:

Chowking US
BK Group Operations Chow Fun
Cash paid on acquisition B— PB519,960,000 B139,644,000
Less cash acquired from subsidiary 17,071,231 4,870,336

(B17,071,231) PB519,960,000 PR134,773,664

BK Group, Chowking US Operations and Chow Fun dbuated B719.4 million and

B23.6 million from the date of acquisition to Deateer 31, 2011 to the consolidated revenue and
net income for the period, respectively. If theiness combinations had taken place at the
beginning of 2011, consolidated revenue and netniecfor the year would have been

R63,170.9 million and B3,262.1 million, respeslyv

Prior to 2011 acquisitions

Mang Inasal. On November 22, 2010, the Jollibee Group, throtgyParent Company, acquired
70% of the issued and outstanding shares of Maagplrfrom Injap Investments, Inc. (the seller),
owner and operator of Mang Inasal restaurant basimethe Philippines, for a total acquisition
cost of B2,976.2 million. The Jollibee Group pBRi700.0 million as of December 31, 2010.
The present value of the remaining 10% of the paselprice amounting to B276.2 million is
payable over a 3-year period until 2013. Such amawas withheld as assurance for
indemnification against the seller’s representatiand warranties. The first half of the remaining
liability was paid in 2011.

Jollibee Group’s primary reason for the businesslmpation is to grow Mang Inasal’s sales from
existing stores through application of the Jolligreup’s knowledge of consumers and available
recipes and products, continued expansion of Maagdl's store network, cost improvement on
its raw materials and operational efficiency bylgmg the Jollibee Group’s technology and scale.
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Mang Inasal contributed B432.2 million and B4fillion from the date of acquisition to
December 31, 2010 to the consolidated revenue enidcome for the period, respectively. If the
business combination had taken place at the bewrofi2010, consolidated revenue and net
income for the year would have been B55,751.2aniknd B3,392.4 million, respectively.

Hong Zhuang Yuan and Souths&2n August 23, 2008, the Jollibee Group, through OWP
acquired 100% of the issued and outstanding slohtdeng Zhuang Yuan and Southsea, which
operates the Hong Zhuang Yuan restaurant chaiR@ PTotal consideration paid amounted to
B2,648.1 million resulting to total goodwill amding to B2,497.3 million (see Note 14).

Hangzhou YongheOn August 12, 2008, the Jollibee Group throughwitslly-owned subsidiary,
Shanghai Yong He King Food & Beverage Co., Ltdaf®}hai Yong He), entered into an Asset
Purchase Agreement with Hangzhou Yonghe, a thiny BRC company operating a fast food
business, to purchase the latter’s lease rigltetrame and other intellectual properties of its
eight existing stores in the province of Hangzhexcept for the equipment used in the stores
which are owned by another company. The purchassideration amounted to B6.9 million.

The equipment used in the eight stores are ownddhimgzhou Huadong Xianzhi Equipment
Marketing (Hangzhou Huadong). Accordingly, in tiEla to the Asset Purchase Agreement,
Shanghai Yong He entered into an Equipment Purchgssement with Hangzhou Huadong to
purchase the store equipment for a total consideraf B110.2 million. Pursuant to the
Equipment Purchase Agreement, ownership of the stguipment was transferred to and
accepted by Shanghai Yong He upon the fulfillmgnHbangzhou Yonghe of the following
conditions for each store:

a) Assignment of the lease contracts to Shanghai YAmgenewed for at least another five
years based on the agreed rent fees; and

b) Transfer of all related business licenses andfiaties to Shanghai Yong He.

The lease contracts and store equipment of the €3ystores have been transferred to Shanghai
Yong He in 2009. Pursuant to the agreements, $laarvgpng He, however, will allow Hangzhou
Yonghe to continue the operations of its existirggthise contracts with third parties until the
termination of the contracts in 2013.

The goodwill arising from the acquisition of thasehold rights of Hangzhou Yonghe is expected
to benefit Yong He King stores in Hangzhou thustezas added to the goodwill from the
acquisition of Belmont, the operator of Yong He ¢ichain of restaurants.
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The restated fair values of the identifiable asaetpiired and liabilities assumed from Mang
Inasal, Hong Zhuang Yuan and Hangzhou Yonghe teatates of acquisitions were as follows:

Hong Hangzhou
Mang Inasal Zhuang Yuan Yonghe
Cash and cash equivalents B132,213,023 B182,049,407 B—
Receivables 113,733,554 483,296 -
Inventories 126,423,715 3,103,119 -
Other current assets 557,888 57,747,358 -
Property, plant and equipment* 263,083,640 185,401,252 -
Trademark 2,004,255,942 - -
Leasehold rights - - 15,442,438
Other noncurrent assets 26,086,618 11,451,011 -
Total identifiable assets acquired 2,666,354,380 440,235,443 15,442,438
Less:
Trade payables and other
current liabilities 271,381,354 285,604,384 -
Income tax payable 59,145,715 - -
Deferred tax liabilities 628,717,866 3,755,095 4,632,732
Total identifiable liabilities assumed 959,244,935 289,359,479 4,632,732
Net identifiable assets acquired R1,707,109,445 B150,875,964 210,809,706

*The carrying amount of Mang Inasal and Hong Zhuafugn'’s property, plant and equipment amounted
to B171.6 million and B172.9 million, respectiyedt the dates of acquisitions.

As discussed in Note 2, the valuation of the agsdfdt$ang Inasal was completed in 2011 resulting
to the recognition of a trademark and a correspangeduction in the amount of goodwill
provisionally recognized of B2,004.3 million antl,@33.1 million, respectively. There was also a
corresponding reduction in the amount of goodwjlB41,033.1 million from B2,814.4 million to
P1,781.3 million (see Note 14).

Goodwill acquired in the business combinations vadatermined as follows:

Hong Hangzhou
Mang Inasal Zhuang Yuan Yonghe
(70%) (100%) (100%)

Fair value of consideration

Cash B2,700,000,000 B2,501,104,716 B117,074,250

Liability 276,243,250 147,024,154 —
Total 2,976,243,250 2,648,128,870 117,074,250
Non-controlling interests’ share in

the net assets acquired 512,132,834 — -
Aggregate amount 3,488,376,084 2,648,128,870 117,074,250
Less acquisition-date fair value of

net assets acquired 1,707,109,445 150,875,964 10,809,706

Goodwiill P1,781,266,639 P2,497,252,906 P106,264,544




-40 -

The net cash outflow on the acquisition is as fedp

2011 2010 2009

Cash paid
Mang Inasal B146,459,707 B2,700,000,000 B—
Hong Zhuang Yuan - 147,024,167 795,009,120
Hangzhou Yonghe 31,665,403 40,273,704

178,125,110  2,847,024,167 835,282,824
Less cash acquired from subsidiary
Mang Inasal - 132,213,023 —
B178,125,110 B2,714,811,144 P835,282,824

The rollforward analysis of the liability for acgition of business as of March 31, 2012 follows:

San Pii Chowking U¢ Hangzho Hong

Wang Operation Mang Inasal Yonghe Zhuang Yuan Total
Balance at January 1, 2010 -B P- B- PB32,425,50 P147,024,167R179,449,67
Additions - - 279,783,543 - — 279,783,54
Payments - - - - (147,024,167)(147,024,16
Translation adjustments - - — (760,103 — (760,103
Balance at December 31, 2010 - - 279,783,543 31,665,40 — 311,448,94
Accretion - - 11,953,746 - - 11,953,74
Additions - 173,320,00 - - - 173,320,00
Settlements - - (146,459,707) (31,665,40¢ — (178,125,11(
Acquisition price adjustment - - (3,540,293) - — (3,540,292
Translation adjustments - 2,040,001 — - — 2,040,001
Balance at December 31, 2011 - 175,360,00 141,737,289 - - 317,097,28
Additions 60,826,786 - - - - 60,826,78
Translation adjustments - (3,680,00C — - - (3,680,00C
Balance at March 31, 2012 P60,826,786/B680,00 P141,737,289 P P— B374,244,07

Acquisition of Non-controlling Interest

Adgraphix. On January 1, 2010, the Jollibee Group, througm@#arth, a wholly-owned
subsidiary of the Parent Company, acquired the irenga40% of the issued and outstanding
shares of Adgraphix for a total consideration &f(Bmillion which provided the Jollibee Group a
100% interest in Adgraphix. The difference betwt#enconsideration and the carrying value of
non-controlling interest acquired of B1.2 millisrrecorded as part of “Excess of cost over the
carrying value of non-controlling interests acgdfraccount in the consolidated statements of
financial position.

Establishment of New Subsidiaries

JFPPL. On July 27, 2010, the Jollibee Group, through JW4dined an agreement with Hua Xia
Harvest Holdings Pte. Ltd. (Hua Xia Harvest), agaipore-based company, to undertake food
manufacturing operations to supply products to feexvice businesses primarily to entities within
the Jollibee Group. Under the terms of the agre¢ntiee Jollibee Group and Hua Xia Harvest
formed JFPPL in Singapore which is 70% owned byltikbee Group and 30% owned by Hua
Xia Harvest. JFPPL started commercial operatioribe last quarter of 2011.
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IConnect. On August 26, 2009, Grandworth, a wholly-owned giiasy of the Parent Company,
incorporated IConnect, a multimedia advertising pany, with initial capital of B6.0 million,
owning 60% of its issued and outstanding sharasDécember 23, 2010, Grandworth made
additional investments of B3.0 million without ciga in the ownership percentage.

GPPL. On January 1, 2009, the Jollibee Group through JVifRlorporated GPPL, a Singapore-
based holding company, with initial capital of USS$nillion (R41.3 million), owning 100% of its
issued and outstanding shares.

Interests in Joint Ventures

SuperFoods GroupOn January 20, 2012, the Jollibee Group, throMgRL], acquired ownership
of 50% share in the business of the SuperFoodsp3toaugh formation of joint ventures. This
consists of a 49% share in SF Vung Tau Joint SBmkpany, organized in Vietham, and a 60%
share in Blue Sky Holding Limited in Hongkong. Tioemation of joint ventures is an
implementation of the Framework Agreement made ay BD, 2011 between the Jollibee Group,
through JWPL and its partner, Viet Thai Internagiiodoint Stock Company and Viet Thai
International Company Limited (collectively, Supedés Group). The Framework Agreement
provided for the Jollibee Group to contribute ataf P1,086.6 million to gain 50% effective
ownership of the joint ventures.

Advances were made to SuperFoods Group prior axgsisition in 2012 (see Note 15).

The details of the Jollibee Group’s interest in addances to the joint venture as of
March 31, 2012 are as follows:

Interest in a joint venture - cost P1,086,562,975
Equity in net loss during the period (23,131,186)
1,063,431,789
Advances:
Balance at beginning of period (Note 15) 2,903,505,390
Reclassification (Note 15) (1,086,562,975)
Additions during the period 16,613,169
Translation adjustments (47,368,251)
Balance at end of period 1,786,187,333

P2,849,619,122

The aggregate amounts as of March 31, 2012 refaténa Jollibee Group’s 50% interest in
SuperFoods Group follow:

Current assets B531,622,777
Noncurrent asse 1,156,112,800
Total assets B1,687,735,577
Current liabilities B503,475,493
Noncurrent liabilitie 250,125,733
Total liabilities B753,601,226
Income B306,615,666
Expenses (352,878,037)

Net los: (B46,262,371)
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Coffeetap Corporation (Coffeetapn May 4, 2010, the Jollibee Group, through iteRtar
Company, entered into a joint venture agreemeirtt itgtpartners to become the master franchisee
in the Philippines of “Caffe Ti-Amo”, a Korean rastant brand offering coffee and gelato (ltalian
ice cream) in a casual dining format. The jointtuee entity, incorporated as Coffeetap
Corporation, is 50%-owned by the Jollibee Group 80fb-owned by its partners, with an initial
capitalization of B10.0 million.

On November 30, 2011, Coffeetap sold its asseBatéFrance Corporation with cash proceeds of
B20.8 million. The Company also terminated ihéhise agreement with Caffe Ti-Amo Korea
on the same date. The dissolution plans for Cte#fekas been formally approved by the BOD on
February 28, 2012.

The details of the Jollibee Group’s interest in addances to the joint venture as of March 31,
2012 and December 31, 2011 are as follows:

March 2012 December 2011

(Unaudited) (Audited)

Interest in a joint venture - cost B5,000,000 B5,000,000
Cumulative equity in net loss:

Balance at beginning of period (1,881,701) (2,181,411)

Equity in net earnings during the period - 299,710

Balance at end of period (1,881,701) (1,881,701)
Advances:

Balance at beginning of period 70,216 18,803,882

Payments during the period - (18,733,666)

Advances during the period 12,953 —

Balance at end of period 83,169 70,216

P3,201,468 P3,188,515

The aggregate amounts as of March 31, 2012 andnfilere31, 2011 related to the Jollibee
Group’s 50% interest in Coffeetap follow:

March 2012 December 2011

(Unaudited) (Audited)
Total assets B11,682,639 B11,682,639
Total liabilities B5,446,041 B5,446,041
Income B— B21,559,757
Expenses - (20,960,337)
Net income B— B599,420

Cessation of Operations of Manong Pepe Karinderia

On April 9, 2011, the Jollibee Group, through itsoly-owned subsidiary, Fresh N’ Famous,
discontinued the operations of its Manong Pependearia business unit. The move is part of the
Jollibee Group’s plan to concentrate resourceslilding larger QSR businesses. The cessation
of operations of Manong Pepe Karinderia did notehawnaterial impact on the Jollibee Group’s
consolidated financial statements.
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Sale of Delifrance Business Unit's Assets

Fresh N’ Famous terminated its franchise agreemightDelifrance Asia Limited effective
December 31, 2010. Assets of Delifrance BusinesswWkre sold to CaféFrance Corporation on
December 31, 2010 with cash proceeds of B110I®mil The termination of the franchise

agreement is part of the management’s intenti@mot@entrate its resources in building larger

QSR businesses.

12.

Property, Plant and Equipment

The rollforward analysis of property, plant and ipgquent are as follows:

March 2012 (Unaudited)

Plant,
Buildings, Office, Store
Land and Condominium Leasehold and Food
Land Units and  Rights and Processing Furniture and Transportation Construction
Improvements _Improvementsimprovements _ Equipment Fixtures  Equipment __in Progress Total
(In Thousands)
Cost
Balance at beginning of period B679,254 B966,833 R11,203,440 P9,187,941 B877,229 B404,697 B672,799 B23,992,193
Additions - 736 316,409 232,419 24,393 5,062 256,193 835,212
Arising from business combination (Note 11) - 2,906 39,122 41,801 5,832 1,742 2,275 93,678
Retirements and disposals - - (512,005) (62,053) (7,091) (10,845) (6,535) (598,529)
Reclassifications - 56,773 18,622 50,126 (16,697) 13,653 (122,477) 0
Translation adjustments (1,216) (2,065) (80,903) (31,621) (3,693) (1,185) (4,424) (125,107)
Balance at end of period 678,038 1,025,183 10,984,685 9,418,613 879,973 413,124 797,831 24,197,447
Accumulated Depreciation and Amortization
Balance at beginning of period 7,220 699,836 5,566,671 6,330,640 583,019 247,405 - 13,434,791
Depreciation and amortization (Notes 21 and 22) 38 9,385 320,921 277,031 31,847 11,152 - 650,374
Arising from business combination (Note 11) - 277 6,960 12,684 1,510 634 - 22,065
Retirements and disposals - - (463,445) (44,326) (6,254) (7,179) - (521,204)
Reclassifications - 27,325 (27,325) - - 0
Translation adjustments — (1,537) (33,336) (18,938) (1,426) (832) — (56,069)
Balance at end of period 7,258 735,286 5,370,446 6,557,091 608,696 251,180 — 13,529,957
Net Book Value 670,780 B289,897 P5,614,239 P2,861,522 B271,277 P161,944 B797,831 P10,667,490
December 2011 (Audited)
Plant,
Buildings Office, Store
Land and Condominium  Leasehold and Food
Land Units anc  Rights and Processing Furniture and Transportation Construction
Improvements Improvementdmprovements  Equipment Fixtures Equipment  in Progress Total
(In Thousands)
Cost
Balance at beginning of year B657,165 BR996,048 R9,126,262 R8,604,349 P611,650 P364,786 P205,466 PR20,565,726
Additions - 3,675 1,520,970 1,078,019 171,422 75,017 851,346 3,700,449
Arising from business combination (Note 11) 21,826 - 571,204 312,014 158,214 6,018 7,234 1,076,510
Retirements and disposals (278)  (36,698) (433,903) (873,487) (69,066) (42,364) (7,185)  (1,462,981)
Reclassifications (Note 13) 541 2,359 337,400 44,583 6,017 (18) (386,678) 4,204
Translation adjustments — 1,449 81,507 22,463 (1,008) 1,258 2,616 108,285
Balance at end of year 679,254 966,833 11,203,440 9,187,941 877,229 404,697 672,799 23,992,193
Accumulated Depreciation and Amortization
Balance at beginning of year 6,674 680,629 4,568,886 5,843,478 456,008 239,532 - 11,795,207
Depreciation and amortization 820 42,698 1,162,513 1,032,343 106,122 42,821 - 2,387,317
Arising from business combination (Note 11) - - 92,995 244,748 74,495 5,443 - 417,681
Retirements and disposals (274)  (23,627) (295,297) (801,120) (53,213) (41,178) - (1,214,709)
Translation adjustments — 136 37,574 11,191 (393) 787 — 49,295
Balance at end of year 7,220 699,836 5,566,671 6,330,640 583,019 247,405 — 13,434,791
Net Book Value P672,034 B266,997 PB5,636,769 P2,857,301 B294,210 P157,292 B672,799 PR10,557,402

The cost of fully depreciated property, plant agdipment still in use amounted to

B5,678.4 million and B5,809.3 million as of Ma&h 2012 and December 31, 2011, respectively.

Loss on disposals and retirements of property t@ad equipment amounted to B51.8 million and
P46.2 million for the three months ended MarchZB1l2 and 2011, respectively.

Construction in progress account mainly pertainsosis incurred for ongoing construction of a
plant, properties and soon-to-open stores.
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13. Investment Properties

The rollforward analysis of this account follows:

March 2012 (Unaudited)

Buildings
and Building
Land Improvements Total
(In Thousands)
Cost
Balance at beginning of period B692,858 B333,654 B1,026,512
Translation adjustments — (2,392) (2,392)
Balance at end of period 692,858 331,262 1,024,120
Accumulated Depreciation and
Amortization
Balance at beginning of period - 228,773 228,773
Depreciation (Notes 21 and 22) - 1,824 1,824
Translation adjustments — (297) (297)
Balance at end of period — 230,300 230,300
Accumulated Impairment Losses
Balance at beginning of period 25,270 - 25,270
Provisions (Note 22) 21,177 - 21,177
Balance at end of period 46,447 — 46,447
Net Book Value B646,411 B100,962 B747,373
December 2011 (Audited)
Buildings
and Building
Land Improvements Total
(In Thousands)
Cost
Balance at beginning of year B684,853 B331,959 1,018,812
Additions 8,005 6 8,011
Translation adjustments 5,893 5,893
Reclassifications (Note 12) (4,204) (4,204)
Balance at end of year 692,858 333,654 1,026,512
Accumulated Depreciation and
Amortization
Balance at beginning of year 213,822 213,822
Depreciation - 14,277 14,277
Translation adjustments 674 674
Balance at end of year 228,773 228,773
Accumulated Impairment Losses
Balance at beginning and end of year 25,270 — D5,27
Net Book Value P667,588 P104,881 R772,469

The accumulated impairment loss provided in thee/alf land amounting to B46.4 million and
R25.3 million as of March 31, 2012 and Decembe2B11, respectively, represents the excess of
the carrying values over the estimated recoveramieunts of non-income-generating investment
properties, which is its estimated fair value lessts to sell.

The cost of fully depreciated buildings still beilegsed out by the Jollibee Group amounted to
R202.0 million as of March 31, 2012 and Decemlie2811.
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The Jollibee Group’s investment properties haveegaie fair values B1,334.2 million as
determined by independent appraisers in 2011.

In determining the fair value of the investmentpg@udies, the independent appraisers used the
market data approach which considered the locakebaobnditions, the extent, character and
utility of the property, sales and holding pricésimilar parcels of land and the highest and best
use of the investment properties. The fair vagpresents the amount at which the assets can be
exchanged between a knowledgeable, willing setidraaknowledgeable, willing buyer in an
arm’s-length transaction at the date of valuatroadcordance with International Valuation
Standards.

Rent income derived from income-generating progsrimounted to B7.6 million and
B7.8 million for the three months ended MarchZ1,2 and 2011, respectively (see Notes 20 and
29).

Direct operating costs relating to the investmenpprties that generated rent income recognized
under “Cost of sales” and “General and administea¢ixpenses” account in the statements of
comprehensive income amounted to B3.7 millionRdh@ million for the three months ended
March 31, 2012 and 2011, respectively.

14. Goodwill and Other Intangible Assets

This account consists of goodwill and trademarlku@eg through business combinations related
to the following food restaurant concepts:

March 2012 December 2011

(Unaudited) (Audited)
Goodwill:
Hong Zhuang Yuan B2,497,252,906 B2,497,252,906
Mang Inasal 1,781,266,639 1,781,266,639
Red Ribbon Bakeshop:
Philippine operations 737,939,101 737,939,101
US operations 434,651,055 434,651,055
Yong He King:
Yong He King 429,016,109 429,016,109
Hangzhou Yonghe 106,264,544 106,264,544
Chowking US operations 433,300,000 433,300,000
San Pin Wang 170,398,136 -
Jinja Bar & Bistro 154,894,001 154,894,001
Burger King Philippines 5,245,207 5,245,207
Total goodwill 6,750,227,698 6,579,829,562
Trademark - Mang Inasal 2,004,255,942 2,004,255,942
Goodwill and other intangible assets B8,754,483,640 B8,584,085,504

The valuation of trademark of Mang Inasal was catgul in 2011. As a result, there was a
corresponding reduction in the amount of goodwjlB41,033.1 million from B2,814.4 million to
P1,781.3 million (see Notes 2 and 11).
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The rollforward analysis of this account follows:

March 2012 December 2011

(Unaudited) (Audited)
Balance at beginning of period B6,579,829,562 B5,986,390,354
Additions 170,398,136 593,439,208

Balance at end of period

P6,750,227,698 B6,579,829,562

Impairment Testing of Goodwill

Goodwill acquired through business combinationeHaeen allocated to eight CGUs, which are
subsidiaries of the Parent Company, owned dirextindirectly. The recoverable amounts of the
CGUs have been determined based on value in usdat#ns using cash flow projections from
financial budgets approved by senior managemerdrgay a five-year period.

The calculation of value in use is most sensitiveéhe following assumptions which vary per

geographical location:

Geographical Pre-tax Long-term

CGUs Location Discount Rate Growth Rate
Hong Zhuang Yuan PRC 11.91% 8.5%
Mang Inasal Philippines 14.54% 4.0%
Red Ribbon Bakeshop:

Philippine operations Philippines 13.79% 0.0%

US operations USA 13.75% 0.0%
Yong He King PRC 11.91% 8.5%
Chowking US operations USA 11.91% 0.0%

Key assumptions with respect to the calculationaddie in use of the CGUs as of December 31,
2011 and 2010 on which management had based ldloasprojection to undertake impairment

testing of goodwill are as follows:

a) Discount rates — discount rates represent the mumarket assessment of the risks specific to
each CGU, regarding the time value of money anivighgal risks of the underlying assets
which have not been incorporated in the cash flstimates. The discount rate calculation is
based on the specific circumstances of the Jolieeip and its CGUs and derived from its
weighted average cost of capital (WACC). The WA@Kes into account both debt and
equity. The cost of equity is derived using thei@d Asset Pricing Model (CAPM). The
cost of debt is based on the interest bearing tamgs the Jollibee Group is obliged to
service. CGU-specific risk is incorporated by gpud individual beta factors. The beta
factors are evaluated annually based on publicijl@ve market data.

b) Long-term growth rates - rates are determined wattsideration of historical and projected
results, as well as the economic environment irctwtihe CGUs operate.

c) Earnings Before Interest, Taxes, Depreciation ambiization (EBITDA) margin - is based
on the most recent value achieved in the year giegehe start of the budget period, and
adjusted for planned efficiency improvement, if any

No impairment loss was recognized for the threethwanded March 31, 2012 and 2011.
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15. Other Noncurrent Assets
This account consists of:

March 2012 December 2011

(Unaudited) (Audited)
Security and other deposits (Notes 30 and 31) PB1,094,045,227 B1,069,719,992
Noncurrent portion o

Rent and other long-term prepayments 210,618,707 219,830,829
Employee car plan receivables
(Notes 30 and 31) 92,835,860 92,835,860
Deferred rent expense 63,566,673 63,566,673
Deferred compensation 15,598,069 15,598,069
Advances to SuperFoods Group 2,903,505,390

Other assets 142,650,141 251,975,279
B1,619,314,677 B4,617,032,092

Advances to SuperFoods Group

On May 20, 2011, the Parent Company, through JVERined a Framework Agreement with
SuperFoods Group to establish jointly-controlletitiers that will own and operate a portfolio of
restaurants in various territories including Vietmadlongkong, Macau and Southern China.
SuperFoods Group owns and operates various braddsling Highlands Coffee Shops and Hard
Rock Café franchised-stores in Macau, Hong Kong\éietham and Pho 24 brand.

In accordance with the Framework Agreement, JWRlgugh its 99%-owned subsidiary, JSF,
extended loans to the SuperFoods Group with detsifellows:

Loan to future co-venturer

Loan to the owners of the SuperFoods Group amayti$35.0 million (B1,502.2 million),
extended on June 30, 2011, is payable in June ZDié.loan bears interest of 5% per annum
payable in lump sum also in June 2016. The loagised to be used for general corporate
purposes. Total interest from this loan amounte@@0.7 million as of March 31, 2012.

Deposits for formation of joint ventures

As of December 31, 2011, the formation of the jorntures in Vietham and Hong Kong are in
process pending fulfillment of certain legal andulatory requirements. JSF advanced a total
amount of $25.0 million (B1,086.6 million) to g% effective ownership of the joint ventures.
Before the formation of the joint ventures, the s were treated as advances.

Loan to Blue Sky

On June 10, 2011, a loan was extended to BluetB&y}long Kong-based entity, amounting to
$5.0 million (B214.6 million) payable in June 20IBhe loan bears interest of 5% per annum
payable also in June 2013. Total interest from liban amounted to B8.7 million as of March 31,
2012.

The advances to SuperFoods Group were reclassifietierest in and Advances to Joint Ventures
after the formation of the joint ventures in Jayp2012 (see Note 11).

Security and Other Deposits

Security and other deposits represent depositperating leases entered into by the Jollibee
Group as lessee, including returnable containetsoérer deposits. The security deposits are
recoverable from the lessors at the end of thelesasn. These are presented at amortized cost.
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The discount rates used range from 2% to 22% il 20he difference between the fair value at
initial recognition and the notional amount of gexurity deposits is charged to “Deferred rent
expense” account and amortized on straight-linestlma®r the lease terms.

Accretion of interest on financial assets amountve@3.2 million and B2.8 million for the three
months ended March 31, 2012 and 2011, respectfgsel/ Note 23).

16.

Trade Payables and Other Current Liabilities

This account consists of;

March 2012 December 2011
(Unaudited) (Audited)
B4,200,421,712 B4,727,839,645

Trade
Accruals for:

Local and other taxes 966,940,181 1,218,775,444
Salaries, wages and employee benefits 908,714,680 994,079,595
Advertising and promotions 608,463,515 583,427,974
Rent 372,049,400 375,760,995
Utilities 207,846,444 205,784,551
Freight 106,205,724 112,605,492
Store operations, corporate events and others 1,350,927,169 1,336,924,567
Deposits 285,617,021 300,922,559
Unearned revenue from gift certificates 75,359,816 95,225,956
Dividends payable 3,806,571 6,563,034
Other current liabilities 257,166,601 207,685,057

P9,343,518,834RP10,165,594,869

Trade payables are noninterest-bearing and areatigreettled on a 30-day term.

Accruals, deposits, dividends payable, and otheeatliabilities are expected to be settled within
the next financial year.

Unearned revenue from gift certificates will beageized as revenue as the gift certificates are
redeemed.

17.

Provisions

The Jollibee Group has outstanding provisions aitiogino B30.5 million as of
March 31, 2012 and December 31, 2011, consistipgafisions for legal claims and

restructuring costs.

Provisions for legal claims which amounted to B2fillion include estimates of legal services,
settlement amounts and other costs of claims mgaiast the Jollibee Group. Other information
on the claims are not disclosed as this may preguitie Jollibee Group’s position on such claims.
The Jollibee Group’s management, after consultatibi its legal counsel, believes that the
provisions are sufficient to meet the costs relébetthe claims.
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The provision for restructuring costs amountingfio2 million relates to the Jollibee Group’s
Cost Improvement Program to improve the qualitgafices and reduce the costs of backroom
operations for its various QSR systems.

18.

Short-term and Long-term Debts

Short-term Debt
Short-term debt consists of unsecured short-temk lwan of the Parent Company. This loan is
availed with maturity of one year with interesteraf 2.63% in 2011.

Short-term debt amounted to B900.0 million as afdl 31, 2012 and December 31, 2011.
Interest expense recognized on short-term debt at@dwo B7.5 million and B20.0 million for the
three months ended March 31, 2012 and 2011, régplgcisee Note 23).

Long-term Debt
The details of the Jollibee Group’s long-term debof March 31, 2012 and December 31, 2011
are as follows:

March 2012 December 2011

(Unaudited) (Audited)
USD-denominated:
Loan 1 B1,716,800,000 B1,747,538,268
Loan 2 1,277,459,964 1,310,653,702
Loan 3 300,440,000 -
Loan 4 557,960,000 -
Loan 5 15,162,551 19,973,021
PHP-denominated:
Loan 6 1,492,650,649 1,492,650,649
Loan 7 149,228,380 149,228,380
5,509,701,544 4,720,044,020
Less current portion 766,262,551 777,301,991

P4,743,438,993 B3,942,742,029

USD-denominated loans of JWPLoan 1 consists of a 3-year unsecured loan sesdjfiiom a
local bank on April 29, 2011 amounting to US$40i0iom (B1,712.0 million) with a fixed
interest rate of 2.53%. The principal is payahld semi-annual installments commencing on
October 29, 2012 up to April 28, 2014, the datenafurity.

Loan 2 consists of a 3-year unsecured loan acqtroeda foreign bank on May 9, 2011
amounting to US$30.0 million (R1,287.9 million)tva fixed interest rate of 2.72%. The
principal is payable in 4 semi-annual installmexdsmimencing on November 9, 2012 up to
May 8, 2014, the date of maturity.

Loan 3 consist of a 2-year unsecured loan acqfiioad a local bank on March 1, 2012 amounting
to US$7.0 million (R300.4 million) with a fixedterest rate of 1.23%. The principal is payable on
February 28, 2014, the date of maturity.

Loan 4 consist of a 2-year unsecured loan acqtioad a local bank on March 9, 2012 amounting
to US$13.0 million (B558.0 million) with a fixedterest rate of 1.22%. The principal is payable
on March 7, 2014, the date of maturity.
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The loan agreements provide certain restrictiosraquirements principally with respect to
maintenance of required financial ratios and makehiange in ownership or control. As at
December 31, 2011 and 2010, the Jollibee Groupgsmpliance with the terms of its loan

covenants.

USD-denominated loan of RRBI USKoan 5 consists of a 5-year unsecured loan acqfrioeda
foreign bank in December 2007 amounting to US$1ilBom with an interest rate of 6.50%. The
principal is payable in 60 monthly installments enemcing on January 1, 2008 up to

January 1, 2013, the date of maturity.

PHP-denominated loan of the Parent Compahgan6 resulted from the combination of
extended short-term debts as of December 16, 201disting of the remaining B700.0 million of
the B1,000.0 million loan together with the B80@illion loan to form a single long-term loan
due on December 16, 2013. The fixed interestaatéhe loan is 3.9% payable on a quarterly
basis.

PHP-denominated loan of PERF Restaurants, lngan 7 was originally a five-year
USD-denominated loan availed on December 20, 2§’ RHRF Restaurants, Inc. On the same

day, the loan of US$3.4 million was converted 1882 million bearing fixed interest rate of
5.32% per annum.

Long-term debt consists of the following:

March 2012 December 2011

(Unaudited) (Audited)
Principal B5,526,524,469 B4,738,001,401
Unamortized debt issue cost (16,822,925) (17,957,381)

P5,509,701,544 B4,720,044,020

The movements in unamortized debt issue cost dialass:

March 2012 December 2011

(Unaudited) (Audited)
Balance at beginning of period P17,957,381 P7,085,160
Additions - 18,108,030
Amortization (1,134,456) (7,235,809)
Balance at end of period B16,822,925 B17,957,381

The repayment schedule of the outstanding long-texbt as of March 31, 2012 is as follows:

2012 2013 2014 2016 Total

USD-denominated:

Loan 1 B430,552,555 B861,105,110 B430,552,555 =— PP722,210,220

Loan 2 320,380,829 640,761,660 320,380,829 - 1528]318

Loan 3 - 300,440,000 - 300,440,000

Loan 4 - 557,960,000 - 557,960,000

Loan 5 15,162,551 - - - 15,162,551
PHP-denominated:

Loan 6 — 1,500,000,000 - — 1,500,000,000

Loan 7 - 149,228,380 149,228,380

R766,095,935 B3,001,866,770 P1,609,333,384 9,228,380 P5,526,524,469
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Interest expense recognized on long-term debt atadun B38.4 million and B44.3 million for
the three months ended March 31, 2012 and 201dectsgely (see Note 23).

19. Equity
a. Capital Stock

The movements in the number of shares follow:

March 2012 December 2011

(Unaudited) (Audited)

Authorized - B1 par value 1,450,000,000 1,450,000,000
Issued:

Balance at beginning of period 1,052,943,936 1,051,429,521

Issuances 2,352,692 1,514,415

Balance at end of period 1,055,296,628 1,052,943,936
Subscribed:

Balance at beginning of period 2,009,297 2,009,297

Subscriptions 2,352,692 1,514,415

Issuances (2,352,692) (1,514,415)

Balance at end of period 2,009,297 2,009,297

1,057,305,925 1,054,953,233

On February 15, 1993, the SEC approved the incrafabe Company’s authorized capital
stock from 6.6 million shares, with a par valuea per share, to 750.0 million shares, with
a par value of B1 per share, for the Companyt&lrpublic offering (IPO). The offer price of
the shares for such IPO ranged from B7.50 to33@fer share.

The total number of shareholders is 3,395 and 3a33f March 31, 2012 and December 31,
2011, respectively.

b. Treasury Shares

The cost of common stock held in treasury of BA8@illion consists of 16,447,340 shares as
of March 31, 2012 and December 31, 2011.

c. Excess of Cost over the Carrying Value of Non-aalhirg Interests Acquired

The amount of excess of cost over the carryingevafunon-controlling interests acquired as
of March 31, 2012 and December 31, 2011, recograsquhrt of “Equity Attributable to
Equity Holders of the Parent Company” section m¢bnsolidated statements of financial
position resulted from the following acquisitiorfsn@n-controlling interests:

20% of Greenwich in 2006 P168,257,659
15% of Belmont in 2007 375,720,914
40% of Adgraphix in 2010 (1,214,087)

P542,764,486
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d. Retained Earnings

The Jollibee Group has a Cash Dividend Policy afateng one-third of its net income for the
year as cash dividends. It uses best estimate pét income as basis for declaring cash
dividends. Actual cash dividends per share dedlasea percentage of the EPS are 34.1%,
72.2%, and 32.6% in 2011, 2010 and 2009, respégtive

The retained earnings of the Parent Company isctest to the extent of B5,180.5 million as
of March 31, 2012, representing appropriation faufe expansion and cost of common stock
held in treasury amounting to B5,000.0 million &180.5 million, respectively.

Consolidated retained earnings include undeclatained earnings of subsidiaries amounting
to B773.7 million and B593.2 million as of Ma&h 2012 and December 31, 2011,
respectively. The Parent Company’s retained egsmavailable for dividend declaration,
computed based on the guidelines provided in SE@ddandum Circular No. 11, amounted
to P14,465.4 million and B14,076.4 million asvarch 31, 2012 and December 31, 2011,
respectively.

The Parent Company’s cash dividend declaration2@&f and 2010 follow:

Total Cash
Cash Dividend Dividends
Declaration Date ~ Record Date Payment Date per Share Declared
2011
April 13, 2011 May 5, 2011 May 31, 2011 B0.50 B586,071
November 4, 201 November 22, 201 December 16, 2011 0.57 586,430,790
B1.07 B1,100,016,861
2010
April 12, 2010 May 7, 2010 June 3, 2010 B1.43 4B1,036,350
November 10, 201 November 25, 201 December 21, 2010 0.82 841,916,455

P2.25 P2,302,952,805

An important part of the Jollibee Group’s growthagtgy is the acquisition of new businesses
in the Philippines and abroad. Examples were adoqns of 85% of Yonghe King in 2004 in
PRC (B1,200.0 million), 100% of Red Ribbon in 2QB4,700.0 million), the remaining 20%
minority share in Greenwich in 2007 (B384.0 miiliothe remaining 15% share of Yonghe
King in 2007 (B413.7 million), 100% of Hong Zhuavigan restaurant chain in PRC in 2008
(B2,600.0 million) and 70% of Mang Inasal in 2@©@,979.8 million).

The Jollibee Group plans to continue to make sualisteacquisitions in the coming years.
The Jollibee Group uses its cash generated fromatipes to finance these acquisitions and
capital expenditures. These limit the amount shadividends that it can declare and pay
making the level of the Retained Earnings highantthe paid-up capital stock.
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20. Royalty, Franchise Fees and Others

This account consists of:

March 2012 March 2011

(Unaudited) (Unaudited)
Royalty fees B717,994,683 B651,840,791
Rent income (Note 29) 23,430,807 21,926,546
Service fees 15,674,016 13,555,668
Franchise fees 9,255,357 32,799,748
Other revenues 62,695,090 50,124,383

P829,049,953

P770,247,136

21. Cost of Sales

This account consists of:

March 2012
(Unaudited)

March 2011
(Unaudited)

Cost of inventories
Personnel costs:
Salaries, wages and emplo
benefits
Pension expense
Rent (Note 29)
Electricity and other utilities
Depreciation and amortization
(Notes 12 and 13)
Supplies
Contracted services
Repairs and maintenance
Security and janitorial
Communication
Professional fees
Entertainment, amusement
and recreation (EAR)
Others

RP7,975,754,867 B6,616,009,839

1,812,471,976
18,596,049
1,330,545,142
741,924,949

595,602,364
400,138,588
273,918,260
147,046,218
70,103,987
27,875,347
27,385,710

6,858,235
380,765,285

1,547,832,216
18,089,266
1,063,960,524
610,046,820

490,928,048
343,508,366
220,198,811
128,558,044
72,924,160
25,434,443
20,880,768

5,462,007
312,957,280

P13,808,986,977R11,476,790,592
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22. General and Administrative Expenses

This account consists of:

March 2012

(Unaudited)

March 2011
(Unaudited)

Personnel costs:
Salaries, wages and emplo
benefits
Pension expense
Stock options expense
(Note 26)
Taxes and licenses
Rent (Note 29)
Professional fees
Transportation and travel
Depreciation and amortization
(Notes 12 and 13)
EAR
Impairment in value of
investment properties
(Note 13)
Donations
Communication
Supplies
Training
Electricity and other utilities
Contracted services
Repairs and maintenance
Security and janitorial
Insurance
Corporate events and others

P747,870,969

15,022,385

20,501,714
186,266,059
107,490,227

68,573,677

62,608,524

56,595,079
22,225,872

21,177,361
20,000,000
18,407,531
15,686,057
15,485,212
13,687,089
11,463,726
5,354,536
5,128,037
2,455,910
106,751,588

P676,466,006

15,240,076

16,296,377

170,797,238

54,957,652
61,803,743
63,929,174

55,025,693
26,053,128

15,566,347
15,583,500
11,057,452
13,486,951
8,361,835
22,379,913
6,960,530
5,741,609

111,027,431

P1,522,751,553 B1,350,734,655

23. Interest Income (Expenseplnd Other Income

March 2012 March 2011
(Unaudited) (Unaudited)
Interest income:
Cash and cash equivalents:
Cash in banks B4,588,093 B2,678,343
Short-term deposits 26,864,723 18,307,960
Accretion of interest on
financial assets (Note 15) 3,199,901 2,840,993
Loan and advances 18,619,005 —
B53,271,722 B23,827,296
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March 2012 March 2011
(Unaudited) (Unaudited)

Interest expense:
Long-term debt (Note 18) (B38,408,711) (P44,276,880)

Short-term debt (Note 18) (7,463,160) (19,975,624)
Accretion of interest on
financial liabilities (773,910) (1,216,311)

(P46,645,781) (P65,468,815)

Other income:
Pre-termination of operating

leases B17,499,136 B1,024,654
Charges to franchisees 4,452,589 3,185,455
Rebates and suppliers'

incentives 4,445,897 18,229,218
Write-off of other liabilities 2,896,664 7,677,327
Foreign exchange gain (loss) (2,574,306) 629,294
Penalties and charges 2,228,148 3,605,090
Other rentals 1,948,585 1,549,786
Insurance claims 241,595 751,890
Gain on asset sale - 7,584,630
Miscellaneous income 3,856,971 2,188,266

P34,995,279 P46,425,610

24. Income Taxes
The Jollibee Group’s provision for current incorag tonsists of the following:

March 2012 March 2011
(Unaudited) (Unaudited)

Final tax withheld on:
Royalty and franchise fee

income P163,469,449 P131,861,532
Interest income 5,596,384 3,569,947
RCIT:
With itemized deduction 70,164,646 60,821,888
With optional standard
deduction 32,088,060 28,131,717
MCIT 9,915,681 6,210,874

P281,234,220 P230,595,958

On December 18, 2008, the BIR issued Revenue RemgaNo. 16-2008, which implemented
the provisions of Republic Act 9504 (R.A. 9504)@ptional Standard Deduction (OSD). This
regulation allowed both individuals and corporabe payers to use OSD in computing for taxable
income. Corporations may elect a standard deduetpivalent to 40% of gross income, as
provided by law, in lieu of the itemized allowedddetions.



-56 -

For the periods ended March 31, 2012 and Decenhe?(.1, Zenith, Grandworth and RRBHI,
wholly-owned subsidiaries, elected to use OSD mpmating for its taxable income. In 2010, only

ZFC elected to use OSD. The total tax benefit ftbenavailment of OSD amounted to
B43.8 million and B35.7 million in 2011 and 20ddspectively.

The components of the Jollibee Group’s deferredatmets and liabilities follow:

March 2012 December 2011

(Unaudited)

(Audited)

Deferred tax assets:
Operating lease payables
NOLCO:

P372,784,822

R375,501,157

PRC-based entities 238,991,600 178,380,252
Philippine-based entities 65,316,061 88,474,713
Pension liability and other benefits 102,087,175 93,269,607
Excess of MCIT over RCIT 77,125,874 67,210,194
Unamortized past service costs 56,558,901 58,718,821
Allowance for impairment loss on receivables 40,497,598 40,497,598
Unaccreted discount on security deposits and
employee car plan receivables 24,965,998 25,835,415
Accumulated impairment loss in value of
property, plant and equipment, investment
properties, and other nonfinancial assets 13,976,165 14,883,112
Provisions for legal claims and restructuring
costs 9,150,192 9,150,192
Allowance for inventory obsolescence 6,817,002 6,819,589
Unrealized foreign exchange loss 1,622,366 1,622,647
Others 7,693,486 7,251,187
1,017,587,240 967,614,484
Deferred tax liabilities:
Excess of fair value over book value of prope
plant and equipment and other intangible
assets of acquired businesses 722,649,188 727,268,779
Deferred rent expense 18,538,895 18,689,914
Prepaid rent 17,026,475 16,683,538
Operating lease receivables 3,857,674 4,210,150
Unrealized foreign exchange gain 252,068 252,068
Others 8,244,104 8,778,700
770,568,404 775,883,149
Deferred tax assets - net 247,018,836 PB191,731,335
The rollforward analysis of the account follows:
March 2012 December 2011

(Unaudited)

(Audited)

Balance at beginning of period

P191,731,335

P151,758,133

Provisions 60,213,180 83,696,480
Arising from business combination - (55,093,816)
Translation adjustments (4,925,679) 11,370,538

P247,018,836

P191,731,335
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The availment of the OSD method also affected ¢aegnition of several deferred tax assets and
liabilities. Deferred tax assets and liabilitites, which the related income and expense are not
considered in determining gross income for incoaxepurposes, are not recognized. This is
because the manner by which the Jollibee Groupoespe recover or settle the underlying assets
and liabilities, for which the deferred tax assatd liabilities were initially recognized, wouldtno
result to any future tax consequence under the @8Mod. Meanwhile, deferred tax assets and
liabilities, for which the related income and experare considered in determining gross income
for income tax purposes, are recognized only te#tent of their future tax consequence under
OSD method. Hence, the tax base of these deftaxesssets and liabilities is reduced by the
40% allowable deduction provided for under the Of&hod.

Accordingly, the Jollibee Group’s deferred tax éssad liabilities, which were not recognized
due to the use of the OSD method in future yeaesas follows:

March 2012 December 2011

(Unaudited) (Audited)
Deferred tax assets:

Operating lease payables P16,284,938 P12,798,357
Allowance for impairment losses on:

Receivables 3,963,705 3,963,705

Investment properties 3,980,982 3,980,982

Other noncurrent assets 1,641,000 1,641,000
Pension liability 1,879,014 1,696,689
Unamortized past service costs 761,833 790,318
Unaccreted discount on financial instruments 239,476 250,180
Unrealized foreign exchange loss 4,056 4,056
Others 185,968 185,968

28,940,972 25,311,255

Deferred tax liabilities:

Operating lease receivables 2,453,164 2,251,507
Deferred rent expense 380,088 380,088
Others 345,778 345,778

3,179,030 2,977,373

P25,761,942 P22,333,882

As of March 31, 2012, NOLCO and excess of MCIT dveiT of the Philippine-based entities
that can be claimed as deductions from taxableniecand income tax due, respectively, are as

follows:

Excess of

Carry Forward MCIT over

Year Incurred/Paid Benefit Up to NOLCO RCIT
2012 December 31, 2015 B— B9,915,680
2011 December 31, 2014 123,607,275 31,785,395
2010 December 31, 2013 144,421,913 26,782,117
2009 December 31, 2012 26,886,523 8,642,682

294,915,711 77,125,874

Less applied in 2012 77,195,508 -
B217,720,203 B77,125,874
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The PRC enterprise income tax law provides thairimetax rates are unified at 25%. As of
March 31, 2012, NOLCO of the PRC-based entitiesd¢ha be claimed as deductions from
taxable income are as follows:

Carry Forward Deferred Tax
Year Incurred Benefit Up to Tax Losses at 25%
2012 December 31, 2017 R242,445,394 R60,611,348
2011 December 31, 2016 293,103,064 73,275,766
2010 December 31, 2015 111,775,152 27,943,788
2009 December 31, 2014 136,958,228 34,239,557
2008 December 31, 2013 113,216,809 28,304,202
2007 December 31, 2012 58,467,755 14,616,939

P955,966,402 P238,991,600

The following are the movements in NOLCO of the PiiaSed entities:

March 2012 December 2011

(Unaudited) (Audited)
Balance at beginning of period P178,380,252 R174,770,129
Additions 63,958,561 73,275,766
Increase in effective tax rate - 1,250,624
Write-off - (73,363,383)
Expired - (2,412,380)
Translation adjustments (3,347,213) 4,859,496

P238,991,600 P178,380,252

25. Pension Costs

Defined Benefit Plan

The Parent Company and certain Philippine-basesidiabies have funded, independently
administered, non-contributory defined benefit planvering all permanent and regular
employees with benefits based on years of serviddadest compensation.

The following tables summarize the components bprasion expense recognized in the
consolidated statements of comprehensive incomehanidinded status and amounts recognized
in the consolidated statements of financial positar the plans.

2011 2010 2009
Current service cost R103,419,805 R91,496,560 2,278,495
Interest cost 152,865,858 135,969,783 97,064,311
Expected return on plan assets (96,084,188) (71,412,182) (40,469,083)
Recognized net actuarial loss
(gain) (2,879,732) 63,713 1,883,134

P157,321,743 P156,117,874 P140,753,857
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Pension Liability

2011 2010
Present value of defined benefit obligation B1,088,666 P1,364,744,185
Fair value of plan assets (1,316,251,468),201,052,350)
Present value of underfunded (overfunded)
obligation (15,162,797) 163,691,835
Unrecognized net actuarial gains 293,837,311 483537

B278,674,514 P212,089,188

The movements in the present value of benefit abtig are as follows:

2011 2010

Balance at beginning of year B1,364,744,185 R19%54,564
Interest cost 152,865,858 135,969,783
Current service cost 103,419,805 91,496,560
Arising from business combination (Note 11) 3,199,6 -
Actual benefits paid:

Out of plan assets (103,908,857) (103,951,840)

Out of Jollibee Group’s funds (22,958,089) (9,557,532)
Net ectuarial loss (gain):

Due to experience adjustments (559,592,159) 36,832,650

Due to change in assumptions 363,318,323 -
Balance at end of year P1,301,088,666 B1,364,384,

The movements in the fair value of plan assetasfellows:
2011 2010

Balance at beginning of year B1,201,052,350 BBA3B44
Contributions 70,977,928 108,668,770
Expected return on plan assets 96,084,188 71,442,118
Actual benefits paid (103,908,857) (103,951,840)
Actuarial gain on plan assets 52,045,854 151,649,39
Balance at end of year P1,316,251,463 B1,2013662,
Actual return on plan assets B148,130,042 B22108

The major categories of plan assets as a perceotdlge fair value of total plan assets are as
follows:

2011 2010
Investments in government debt securities 69.64% .8089
Investments in shares of stocks 19.42% 24.54%
Cash in banks 9.65% 13.75%
Loans and receivables 1.29% 1.91%
100.00% 100.00%

The Jollibee Group expects to contribute in 2012raount equivalent to the underfunded defined
benefit obligation based on 2011 actuarial valumatio
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The overall expected rate of return on plan assatetermined based on the market prices
prevailing on that date, applicable to the periaithiv which the obligation is expected to be
settled. The latest actuarial valuation of therdef benefit plan is as of December 31, 2011.

As of December 31, 2011 and 2010, the principala@l assumptions used to determine pension
benefits obligations are as follow:

2011 2010

Discount rate 6.50%—7.20% 11.00%—-11.31%

Salary increase rate 5.00%—7.50% 8.00%

Rate of return on plan assets 5.00%—7.00% 8.00%
The amounts for the previous five periods are hsvis:

2011 2010 2009 2008 2007

Defined benefit obligation P1,301,088,66B1,364,744,185R1,213,954,564 B985,573,966 P896,922,683
Plan assets 1,316,251,4631,201,052,350 973,263,844 531,760,226 433,325,653
Deficit (surplus) (R15,162,797) P163,691,835 B240,690,720 P453,813,740 B463,597,030
Experience adjustments on:

Plan obligation P559,592,159 (P36,832,650) (R62,252,853) P- (R220,551,925)

Plan assets 52,045,854 151,659,394 47,163,376  (34,311,708) 2,211,130

Defined Contribution Plan

The employees of the PRC-domiciled and USA-basbkdidiaries of the Jollibee Group are
members of a state-managed pension benefit scheenated by the local governments. These
subsidiaries are required to contribute a specpmdentage of their payroll costs to the pension
benefit scheme to fund the benefits. The onlygaion of these subsidiaries with respect to the
pension benefit scheme is to make the specifiettibations.

The contributions made to the scheme and recograizeet pension expense amounted to
R121.2 million, B94.9 million and B106.8 milliaon2011, 2010 and 2009, respectively.

26.

Stock Option Plans

Senior Management Stock Option and Incentive Plan

On December 17, 2002, the SEC approved the exemmguested by the Jollibee Group on the
registration requirements of the 101,500,000 ogtiomderlying the Parent Company’s common
shares to be issued pursuant to the Jollibee Gsdignior Management Stock Option and
Incentive Plan (the Plan). The Plan covers salidaty members of management of the Jollibee
Group, certain subsidiaries and designated aHiliantities.

The Plan is divided into two programs, namely, Management Stock Option Program (MSOP)
and the Executive Long-term Incentive Program (E)TIThe MSOP provides a yearly stock
option grant program based on company and indiVigeidormance while the ELTIP provides
stock ownership as an incentive to reinforce eméregurial and long-term ownership behavior of
participants.

MSOP. The MSORP is a yearly stock option grant prograrmdpemembers of the corporate
management committee of the Jollibee Group and reesvdf the management committee, key
talents and designated consultants of some ofubedss units.
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Each MSOP cycle refers to the period commencinthetMSOP grant date and ending on the last
day of the MSOP exercise period. Vesting is comaitl on the employment of the employee-
participants to the Jollibee Group within the vegtperiod. The options will vest at the rate of
one-third of the total options granted on each\amsary of the MSOP grant date until the third
anniversary.

The exercise price of the stock options is deteenhiloy the Jollibee Group with reference to
prevailing market prices over the three months idtiately preceding the date of grant for the 1st
up to the 7th MSOP cycle. Starting with the IBBOP cycle, the exercise price of the option is
determined by the Jollibee Group with referencnéomarket closing price as at date of grant.

The contractual term of each option is seven ye@he Jollibee Group does not pay cash as a
form of settlement.

On July 1, 2004, the Compensation Committee ofithiébee Group granted 2,385,000 options
under the 1st MSOP cycle to eligible participanibe options will vest at the rate of one-third of
the total options granted on each anniversarywhieh will start after a year from the MSOP
grant date. One-third of the options granted,a%,J00 options, vested and may be exercised
starting July 1, 2005 and will expire on June 3,2 On July 1, 2005 to 2011, the
Compensation Committee granted series of MSOP gjtarder the 2nd to 8th MSOP cycle to
eligible participants. The options vest similathie 1st MSOP cycle.

The movements in the number of stock options ottt and related weighted average exercise
prices (WAEP) are as follows:

March 2012 December 2011 December 2010
(Unaudited) (Audited) (Audited)
Number of Number of Number of
Options  WAEP Options WAEP Options WAEP

Total options granted
as of end of period 26,790,664 B46.89 26,790,664 P46.89 23,273,694 P40.39

Outstanding at beginning

of period 17,505,395 P52.39 15,904,997 RP43.46 15,911,282 R39.43
Options granted during

the period - - 3,516,970 89.90 3,172,744 57.77
Options exercised during

the period (1,669,592) 31.45 (1,507,813) 43.07 (2,730,984) 36.78
Options forfeited during

the period — — (408,759)  62.03 (448,045) 42.36
Outstanding at end

of period 15,835,803 P54.60 17,505,395 B52.39 15,904,997 P43.46

Exercisable at end of
period 8,777,214 B41.70 10,424,829 B40.10 8,234,603 B37.86

The average share price is B104.27, B85.48;ahd® as of March 31, 2012, December 31, 2011
and 2010, respectively. The weighted average m@ngacontractual life for the stock options
outstanding as of December 31, 2011, 2010, and R0088 years, 5.31 years, and 5.59 years,
respectively.
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The weighted average fair value of stock optiomstgd in 2011, 2010, and 2009 is B23.67,
B22.77, and B13.11, respectively. The fair vafughare options as at the date of grant is
estimated using the Black-Scholes Option Pricingi®ptaking into account, the terms and
conditions upon which the options were grantede dption style used for this plan is the
American style because this option plan allows @gerbefore the maturity date. The inputs to
the model used for the options granted on the dsdtgsant for each MSOP cycle are shown
below:

Risk-free Expected Stock Price

MSOP  Year of Dividend Expected Interest Life of on Grant Exercise
Cycle Grant Yield Volatility Rate the Option Date Price

1st 2004 1.72% 36.91% 6.20% 5-7 years B24.00 0e20.
2nd 2005 1.72% 36.91% 6.20% 5-7 years 29.00 27.50
3rd 2006 1.72% 36.91% 6.20% 5-7 years 31.50 32.32
4th 2007 1.70% 28.06% 6.41% 3-4 years 52.50 50.77
5th 2008 1.80% 26.79% 8.38% 3-4 years 34.00 39.85
6th 2009 2.00% 30.37% 5.28% 3-4 years 48.00 45.45
7th 2010 2.00% 29.72% 5.25% 3-4 years 70.00 57.77
8th 2011 2.00% 34.53% 4.18% 3-4 years 89.90 89.90

The expected life of the stock options is basedistorical data and current expectations and is
not necessarily indicative of exercise patternsmfiesy occur. The expected volatility reflects the
assumption that the historical volatility over aipd similar to the life of the options is indicai

of future trends, which may also not necessarilyhieeactual outcome.

ELTIP. The ELTIP entitlement is given to members of thgpoocate management committee.

Each ELTIP cycle refers to the period commencinghenELTIP entitlement date and ending on
the last day of the ELTIP exercise period. Vestmgonditional upon achievement of the Jollibee
Group’s minimum medium to long-term goals and idlisal targets in a given period, and the
employment of the employee-participants to thakledl Group within the vesting period. If the
goals are achieved, the options will be granted.

The exercise price of the stock options is deteeahiioy the Jollibee Group with reference to
prevailing market prices over the three months idliately preceding the date of entitlement.

The contractual term of each option is five yearke Jollibee Group does not pay cash as a form
of settlement.

On July 1, 2004, the Compensation Committee gawenttiement of 22,750,000 options under
the 1st ELTIP cycle to eligible participants. Tdptions will vest at the rate of one-third of the
total options granted from the start of the graatedand on each anniversary of the ELTIP grant
date. One-third of the options granted, or 7,583 @ptions, vested and may be exercised starting
July 1, 2007 and will expire on June 30, 2012. JOly 1, 2008, a total entitlement of 20,399,999
options under the 2nd ELTIP cycle was given toilelegparticipants. The options vest similar to
the 1st ELTIP cycle.
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The movements in the number of stock options ouditg and related WAEP are as follows:

March 2012 December 2011 December 2010
(Unaudited) (Audited) (Audited)
Number of Number of Number of
Options  WAEP Options WAEP Options WAEP

Total options given
as of end of period 43,149,999 P29.38 43,149,999 P29.38 42,399,999 P29.20

Outstanding at beginning

of period 27,674,569 B32.52 30,661,735 P32.72 33,387,498 P31.53
Options granted during

the period - - 750,000 39.85 250,000 39.85
Options exercised during

the period (7,035,930) 20.00 (787,166) 20.00 (2,975,763) 20.00
Options forfeited during

the period - — (2,950,000) 39.85 - -
Outstanding at end of

period 20,638,639 P36.78 27,674,569 P32.52 30,661,735 R32.72

Exercisable at end of
period 3,188,640 B20.00 10,224,570 B20.00 11,011,736 B20.00

The weighted average remaining contractual lifetierstock options outstanding as of
2011, 2010, and 2009 is 3.02 years, 3.74 years3 &adyears, respectively.

The fair value of stock options granted in 2011 2040 is B7.26. The fair value of share options
as at the date of grant is estimated using thekBatoles Option Pricing Model, taking into
account the terms and conditions upon which thmoegtvere granted. The option style used for
this plan is the American style because this opplan allows exercise before the maturity date.
The inputs to the model used for the options grhotethe dates of grant for each ELTIP cycle
are shown below:

Expected Stock price

ELTIP Year Dividend Expected Risk-free life of on grant Exercise
Cycle  of Grant yield volatility interest rate the option date price
1st 2004 1.72% 36.91% 6.20% 5 years B24.00 B20.00
2nd 2008 1.80% 26.79% 8.38% 3-4 years 34.00 39.85

The expected life of the stock options is basetistorical data and current expectations and is
not necessarily indicative of exercise patternsmfiesy occur. The expected volatility reflects the
assumption that the historical volatility over aipd similar to the life of the options is indicai

of future trends, which may also not necessarilyhieeactual outcome.

The cost of the stock options expense chargeddmtipns under “General and administrative
expenses” account amounted to B20.5 million ar@i3million for the three months ended March
31, 2012 and 2011, respectively.
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27. Related Party Transactions

The Jollibee Group has transactions within and antbe consolidated entities and related parties.
A related party is an entity that has the abilitycontrol or exercise significant influence, ditgct

or indirectly, over the other party in making fircéal and operating decisions. Transactions
between members of the Jollibee Group and thescblzdlances are eliminated at consolidation

and are no longer included in the disclosures.

Compensation of Key Management Personnel of tHddelGroup

The aggregate compensation and benefits to keygeamant personnel of the Jollibee Group in

2011, 2010 and 2009 are as follows:

2011 2010 2009
Salaries and short-term benefits R391,620,377 9/238,761 R387,276,428
Stock options expense (Note 26) 73,596,182 65,627,8 147,522,179
Net pension expense frcdefined
benefit plan 28,897,958 23,822,756 42,141,407
Employee car plan and other long-
term benefits 25,322,690 23,818,817 23,454,128

B519,437,207

P502,310,196 P600,394,142

28.

Earnings Per Share

Basic and diluted EPS are computed as follows:

March 2012 March 2011
(Unaudited) (Unaudited)

(a) Net income attributable to the equity
holders of the Parent Company B672,465,206 B621,880,367

(b) Weighted average number of sharbasic 1,036,017,158
Weighted average number of shares

1,028,810,848

exercisable under the stock option plan 9,144,706 4,863,259
Weighted average number of shares that
would have been purchased at fair
market value (2,273,296) (1,750,675)
(c) Adjusted weighted average shares —
diluted 1,042,888,568 1,031,923,432
EPS:
Basic (a/b) P0.649 R0.604
Diluted (a/c) 0.645 0.603
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29. Commitments and Contingencies
a. Operating lease commitments - Jollibee Group aekes

The Jollibee Group has various operating lease domants for QSR outlets and offices.

The noncancellable periods of the leases range 3rto20 years, mostly containing renewal
options. Some of the leases contain escalatiarseta The lease contracts on certain sales
outlets provide for the payment of additional rétzased on certain percentages of sales of
the outlets. Rent payments in accordance witlethms of the lease agreements amounted to
B1,430.1 million and B1,105.9 million for thedbrmonths ended March 31, 2012 and 2011,
respectively.

The future minimum lease payments for the noncatael periods of the operating leases

follow:

2011 2010
Within one year B2,434,760,040 B2,267,533,317
After one year but not more than five years 8,848,035 8,426,563,541
More than five years 5,572,429,106 5,237,059,679

P16,825,941,181 P15,931,156,537

The difference of rent expense recognized undesttiagght-line method and the rent amounts
due in accordance with the terms of the lease agrets amounting to B7.9 million and

R13.0 million for the three months ended MarchZi12 and 2011, respectively, are charged
to “Operating lease payables” account in the catdiatdd statements of financial position.
Rent expense recognized on a straight-line basimatad to B1,438.0 million and B1,118.9
million for the three months ended March 31, 204@ 2011, respectively (see Notes 21 and
22).

b. Operating lease commitments - Jollibee Group adtes

The Jollibee Group entered into commercial proplesges for its investment property units
and various sublease agreements. Noncancellatibelp®f the lease range from 3 to 20
years, mostly containing renewal options. All EsBclude a clause to enable upward
revision of the rent charges on an annual basisdas prevailing market conditions. Rent
income in accordance with the terms of the leaseesgents amounted to B23.5 million and
B22.3 million for the three months ended MarchZi,2 and 2011, respectively.

The future minimum rent receivables for the nonediable periods of the operating leases

follows:

2011 2010
Within one year B41,985,306 B40,020,952
After one year but not more than five years 153,299 215,947,396
More than five years 43,667,310 68,268,412

P238,853,438 P324,236,760
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The difference of rent income recognized undeistreight-line method and the rent
amounts in accordance with the terms of the legsmeanents amounting to (B0.1 million)
and (B0.4 million) for the three months ended M&8t, 2012 and 2011, respectively, are
included under “Operating lease receivables” activuthe consolidated statements of
financial position. Rent income recognized onraight-line basis amounted to B23.4 million
and P21.9 million for the three months ended M&th2012 and 2011, respectively (see
Note 20).

c. Contingencies

The Jollibee Group is involved in litigations, cte and disputes which are normal to its
business, except for the legal claims provideddnteNL7. Management believes that the
ultimate liability, if any, with respect to thesgdations, claims and disputes will not
materially affect the financial position and resudf operations of the Jollibee Group.

30. Financial Risk Management Objectives and Policies

The Jollibee Group is exposed to a variety of fanalrrisks which result from both its operating
and investing activities. The Jollibee Group’& msanagement policies focus on actively
securing the Jollibee Group’s short-term to medterm cash flows by minimizing the exposure
to financial markets. The Jollibee Group doesawbively engage in trading of financial assets for
speculative purposes.

The Jollibee Group’s principal financial instrumeate cash and cash equivalents, trade payables
and other current liabilities (excluding accrualslbcal and other taxes and unearned revenue
from gift certificates) and short-term and longatediebts. The main purpose of these financial
instruments is to raise financing for the Jollilig&®up’s operations. The Jollibee Group has other
financial assets and liabilities such as receialdmng-term loan receivable, security and other
deposits, AFS financial assets and liability fogasition of businesses which arise from the
Jollibee Group’s current operations. The maingigksing from the Jollibee Group’s financial
instruments are foreign currency risk, credit askl liquidity risk. The Jollibee Group’s

BOD and management review and agree on the pofimigaanaging each of these risks as
summarized below.

Equity Price Risk
The Jollibee Group is not exposed to significantitygprice risk on its investment in quoted
equity securities consisting of investment in cshlares and shares of public utility companies.

Interest Rate Risk
The Jollibee Group is not exposed to significatenest rate risk as all of its interest-bearing
short-term and long-term debts bear fixed intersss.

Foreign Currency Risk

The Jollibee Group’s exposure to foreign currersly arises from the Parent Company’s
investments outside the Philippines, which are ipjamPRC and USA. While the foreign
businesses have been rapidly growing, the netsasE&reign businesses account for only
10.54% and 10.44% of the consolidated net assdbtedfollibee Group as of March 31, 2012 and
December 31, 2011, respectively. Therefore, tted &xposure to foreign exchange risk of the
Jollibee Group is still not significant.
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The Jollibee Group also has transactional foreignenicy exposures. Such exposure arises from
the Jolibee Group’s Philippine operations’ cash ea&h equivalents and receivables in foreign
currencies.

The following table shows the Jollibee Group’s Pipine operations’ foreign currency-
denominated monetary assets and their peso eguiisas of March 31, 2012 and December 31,
2011:

March 2012 (Unaudited) December 2011 (Audited)
USD RMB PHP Equivalent USD RMB PHP Equivalent
Assets
Cash and cash
equivalents 1,513,300 8,067 65,005,857 1,624,507 8,067 71,274,453
Receivables 163,361 — 7,011,458 140,089 - 6,141,502
Net exposure 1,676,661 8,067 72,017,315 1,764,596 8,067 77,415,955

Foreign Currency Risk Sensitivity Analysis

The Jollibee Group has recognized in its profiiogs, foreign currency exchange gain (loss)
included under “Other income” account which amodrte(R2.6 million) and B0.6 million on its
net foreign currency-denominated assets for treethronths ended March 31, 2012 and 2011,
respectively (see Note 23). This resulted fromnttowements of the Philippine peso against the
USD and RMB as shown in the following table:

Peso to
usD RMB
March 31, 2012 B42.92 P6.82
March 31, 2011 43.39 6.56

The following table demonstrates the sensitivita teasonably possible change in USD and
RMB to Philippine peso exchange rate, with all otveriables held constant, of the Jollibee
Group’s income before income tax (due to changésdariair value of monetary assets and
liabilities) as of March 31, 2012 and DecemberZ1,1.:

March 2012 December 2011
(Unaudited) (Audited)
Increase (Decrease) Effect on Income Effect on Income
in B per Foreign Currency Before Income Tax Before Income Tax
(In Thousands)
usD
R1.50 B2,515 R2,647
(1.50) (2,515) (2,647)
1.00 1,677 1,765
(1.00) (1,677) (1,765)
RMB
0.95 7.7 7.7
(0.95) (7.7) (7.7)
0.63 5.1 5.1

(0.63) (5.1) (5.1)
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Credit Risk

Credit risk is the risk that a customer or courdetypfails to fulfill its contractual obligationg t

the Jollibee Group. This includes risk of non-paytrby borrowers and issuers, failed settlement
of transactions and default on outstanding corgract

The Jollibee Group has a very strict credit polittg. credit transactions are only with franchisees
that have gone through rigorous screening befastigig them the franchise. The credit terms
are very short, deposits and advance paymentdsaresauired before rendering the service or
delivering the goods, thus, mitigating the posgipbdf non-collection. In cases of defaults of
debtors, the exposure is contained as transadtiahsvill increase the exposure of the Jollibee
Group are not permitted. Significant credit trantigans are only with related parties.

Credit Risk Exposure and Concentratiofhe Jollibee Group has no significant concentration of
credit risk with counterparty since it has sho#dit terms to franchisees, which it implements
consistently. In addition, the Jollibee Grouparichisee profile is such that no single franchisee
accounts for more than 5% of the total systemwadessof the Jollibee Group.

With respect to credit risk arising from financéssets of the Jollibee Group, the Jollibee Group’s
exposure to credit risk arises from default of¢banterparty, with a maximum exposure equal to
the carrying amount of these instruments.

Credit Quality The tables below show the credit quality by €lafsfinancial assets that are
neither past due nor impaired, based on the Jellid®up’s credit rating system as of
March 31, 2012 and December 31, 2011.

March 2012 (Unaudited)

Neither Past Due nor Impaired Past Due or
Total A B C Impaired
(In Millions)
Loans and Receivables
Cash and cash equivalents (excluding cash on hand)  B7,298.0 R7,298.0 B— B— B—
Receivables:
Trade 2,178.5 1,021.7 130.1 9.8 1,016.9
Employee car plan receivables* 136.9 136.9 - - -
Receivable from retirement fund 127.7 127.7 - - -
Advances to employees 95.2 95.2 - - -
Other receivables 21.7 21.7 - - -
Other noncurrent assets:
Long-term loan receivable 210.6 210.6 - - -
Security and other deposits 1,094.0 1,094.0 - - —
P11,162.6 P10,005.8 P130.1 P9.8 P1,016.9

*Including noncurrent portion shown as part of “Othencurrent assets” account in the consolidateatesnents of financial position.

December 2011 (Audited)

Neither Past Due nor Impaired Past Due or
Total A B C Impaired
(In Millions)
Loans and Receivables
Cash and cash equivalents (excluding cash on hand) B6,485.4 B6,485.4 B- = =
Receivables:
Trade 2,250.4 1,249.8 159.2 12.0 829.4
Receivable from retirement fund 137.7 137.7 - - -
Employee car plan receivables* 136.7 136.7 - - -
Advances to employees 100.4 100.4 - - -
Other receivables 20.9 20.9 - - -
Other noncurrent assets:
Long-term loan receivable 225.3 225.3 - - -
Security and other deposits 1,069.7 1,069.7 — — -
P10,426.5 BP9,425.9 R159.2 R12.0 B829.4

*Including noncurrent portion shown as part of “Oth@ncurrent assets” account in the consolidateateshents of financial position.
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The credit quality of financial assets is managgthle Jollibee Group using internal credit
ratings, as shown below:

A - For counterparty that is not expected by the JadliGroup to default in settling its
obligations, thus, credit risk exposure is minimaéhis counterparty normally includes
financial institutions, related parties and custsweho pay on or before due date.

B - For counterparty with tolerable delays (normallynir 1 to 30 days) in settling its
obligations to the Jollibee Group. The delays tmaylue to cut-off differences and/or
clarifications on contracts/billings.

C - For counterparty who consistently defaults in switlts obligation, but with continuing
business transactions with the Jollibee Group,raag be or actually referred to legal
and/or subjected to cash before delivery (CBD) seheUnder this scheme, the
customer’s credit line is suspended and all subsm#®aurders are paid in cash before
delivery. The CBD status will only be lifted uptull settlement of the receivables and
approval of management. Thereafter, the reguéaitterm and normal billing and
collection processes will resume.

The aging analyses of receivables are as follows:

March 2012 (Unaudited)

Neither
Past Due
nor Past Due but not Impaired (Age in Days)
Total Impaired 1-30 31-60 61-120 Over 120 Impaired
(In Millions)
Receivables:
Trade B2,178.5 P1,161.6 B170.1 B110.3 B195.3 B376.9 R164.3
Employee car plan receivables* 136.9 136.9 - - - - -
Receivable from retirement fund 127.7 127.7 - - - - -
Advances to employees 95.2 95.2 - - - - -
Other receivables 21.7 21.7 — — — - -
Other noncurrent assets:
Long-term loan receivable 210.6 210.6 - - - - -
Security and other deposits 1,094.0 1,094.0 - - — - -
B3,864.6 B2,847.7 B170.1 P110.3 P195.3 B376.9 R164.3

*Including noncurrent portion shown as part of “Othencurrent assets” account in the consolidateatesnents of financial position.

December 2011 (Audited)

Neither
Past Due
nor Past Due but not Impaired (Age in Days)
Total Impaired 1-30 31-60 61-120 Over 120  Impaired
(In Millions)
Receivables:
Trade B2,250.4 R1,421.1 P192.8 P115.0 P156.5R200.3 B164.7
Receivable from retirement fund 137.7 137.7 - - - - -
Employee car plan receivables* 136.7 136.7 - - - - -
Advances to employees 100.4 100.4 - - - - -
Other receivables 20.9 20.9 - - - - -
Other noncurrent assets:
Long-term loan receivable 225.3 225.3 - - - - -
Security and other deposits 1,069.7 1,069.7 — — — — —
P3,941.1 P3,111.8 P192.8 P115.0 P156.5 P200.3R164.7

*Including noncurrent portion shown as part of “Oth@ncurrent assets” account in the consolidateateshents of financial position.



-70 -

Liquidity Risk

The Jollibee Group’s exposure to liquidity riskenef to the risk that its financial liabilities aret
serviced in a timely manner and that its workingitzd requirements and planned capital
expenditures are not met. To manage this exp@suteéo ensure sufficient liquidity levels, the
Jollibee Group closely monitors its cash flows.

On a weekly basis, the Jollibee Group’s Cash amkiAg Team monitors its collections,
expenditures and any excess/deficiency in the wgrkapital requirements, by preparing cash
position reports that present actual and projectesth flows for the subsequent week. Cash
outflows resulting from major expenditures are pkohso that money market placements are
available in time with the planned major expenditum addition, the Jollibee Group has short-
term cash deposits and has available credit linsagcredited banking institutions, in case there
is a sudden deficiency. The Jollibee Group mangtailevel of cash and cash equivalents deemed
sufficient to finance the operations. No changesawnade in the objectives, policies or processes
of the Jollibee Group during the periods ended M&%L, 2012 and December 31, 2011.

The Jollibee Group’s financial assets, which haatunity of less than 12 months and are used to
meet its short-term liquidity needs, are cash asth @quivalents and receivables amounting to
B7,472.0 million and B2,302.7 million, respedifyas of March 31, 2012.

The tables below summarize the maturity profiléhef Jollibee Group’s financial liabilities based
on the contractual undiscounted cash flows as otM31, 2012 and December 31, 2011

March 2012 (Unaudited)

Within 1 Year 2-3 Years 4-5 Years Total
Trade payables and other current liabilities* B8,301,218,837 P— P— P8,301,218,837
Short-term debt 900,000,000 - - 900,000,000
Long-term debt (including current portion) 766,095,935 4,611,200,154 149,228,380 5,526,524,469
Liability for acquisition of businesses
(including current portion) 164,853,965 209,390,110 — 374,244,075
P10,132,168,737 P4,820,590,264 P149,228,380 ,1@15987,381

*Excluding accruals for local and other taxes antearned revenue from gift certificates.

December 2011 (Audited)

Within 1 Year 2-3 Years 4-5 Years Total
Trade payables and other current liabilities* B&,893,469 B- B- B8,851,593,469
Short-term debt 923,670,000 - - 923,670,000
Long-term debt (including current portion) 806,83} 3,904,007,733 157,167,330 4,867,991,397
Liability for acquisition of businesses
(including current portion) 110,072,000 145,144,000 70,144,000 325,360,000
P10,692,151,803 P4,049,151,733 P227,311,330 ,9B3414,866

*Excluding accruals for local and other taxes antearned revenue from gift certificates.

Capital Management
Capital includes equity attributable to equity resklof the Parent Company.

The primary objective of the Jollibee Group’s capmanagement is to ensure that it maintains a
strong credit rating and healthy capital ratiosrider to support its business and maximize
shareholder value. The Jollibee Group has suffigapitalization.

The Jollibee Group generates cash flows from opassufficient to finance its organic growth.

It declares cash dividends representing about lning-of its consolidated net income, a ratio that
would still leave some additional cash for futucguisitions. If needed, the Jollibee Group would
borrow money for acquisitions of new businesses.
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As of March 31, 2012 and December 31, 2011, tHééel Group’s debt ratio and net debt ratio

are as follows:

Debt Ratio

March 2012 December 2011
(Unaudited) (Audited)

Total debt (a)
Total equity attributable to equity holders
of the Parent Company

P18,788,976,004R18,685,773,452

20,201,726,449 19,518,762,522

Total debt and equity attributable to equity
holders of the Parent Company (b)

P38,990,702,453R38,204,535,974

Debt ratio (a/b)

48% 49%

Net Debt Ratio

March 2012 December 2011
(Unaudited) (Audited)

Total debt P18,788,976,004B18,685,773,452
Less cash and cash equivalents 7,471,980,608 6,655,312,875
Net debt (¢ 11,316,995,396 12,030,460,577

Total equity attributable to equity holders
of the Parent Company

20,201,726,449 19,518,762,522

Total net debt and equity attributable

to equity holders of the Parent Company (b) B31,518,721,845R31,549,223,099
36% 38%

Netdebt ratio (a/b)

31. Fair Value of Financial Assets and Liabilities

The following table sets forth the carrying valaesl estimated fair values of financial assets and
liabilities, by category and by class, as of MaBdh 2012 and December 31, 2011. There are no
material unrecognized financial assets and lidddlias of March 31, 2012 and December 31,
2011.

December 2011 (Audited)
Carrying Value Fair Value

March 2012 (Unaudited)
Carrying Value Fair Value

Loans and Receivables

Cash and cash equivalents B7,297,999,387 B7,297,999,387 P6,655,312,875 P6,655,312,875

Receivables:
Trade 2,014,099,708 2,014,099,708 2,085,662,144 2,085,662,144
Receivable from retirement fund 127,711,364 127,711,364 137,745,214 137,745,214
Employee car plan receivables* 136,923,796 136,923,796 136,737,225 152,335,294
Advances to employees 95,152,422 95,152,422 100,368,090 100,368,090
Other receivables 21,682,283 21,682,283 20,940,239 20,940,239
Other noncurrent assets:
Long-term loan receivable 210,618,707 210,618,707 225,288,889 225,288,889

1,069,719,992
10,431,774,668

1,133,286,665
10,510,939,410

1,094,045,227
10,998,232,894

1,094,045,227
10,998,232,894

Security and other deposits

AFS Financial Assets
Investments in club shares and shares
of public utility companies 128,149,438 128,149,438 120,649,438 120,649,438

P11,126,382,332 P11,126,382,332 P10,552,424,106 P10,631,588,848




-72 -

March 2012 (Unaudited) December 2011 (Audited)
Carrying Value Fair Value Carrying Value Fair Value

Other Financial Liabilities
Trade payables and other current

liabilities** P8,301,218,837 P8,301,218,837 P8,851,593,469 P8,851,593,469
Short-term debt 900,000,000 900,000,000 900,000,000 900,000,000
Long-term debt (including current

portion) 5,509,701,544 5,526,524,469  4,720,044,020 4,738,001,401
Liability for acquisition of businesses

(including current portion) 374,244,075 374,244,075 317,097,289 321,130,578

P15,085,164,456 P15,101,987,381 P14,788,734,778 P14,810,725,448

*Including noncurrent portion shown as part of “@hnoncurrent assets” account in the consolidatediesnents of financial position.
**Excluding accruals for local and other taxes andearned revenue from gift certificates.

Financial Instruments with Carrying Amounts Approgite Fair Value

Management has determined that the carrying amadissh and cash equivalents, receivables,
trade payables and other current liabilities arattsterm debt reasonably approximate their fair
values because of their short-term maturities.

Financial Instruments Carried at other than Faiu¥a

Management has determined that the estimateddhie\of security and other deposits,
noncurrent portion of employee car plan receivahtery-term debt and liability for acquisition of
business (including noncurrent portion) are basethe discounted value of future cash flows
using applicable rates as follows:

2011 2010
Security and other deposits 1.72%—7.64% 1.29%-7.67%
Employee car plan receivables 1.66%-5.08% 1.299%%9%4.9
Long-term debt (including current portion) 1.78%64%%0 1.30%—-2.06%
Liability for acquisition of businesses
(including current portion) 1.57%-2.11% 2.25%—-4.70%

AFES Financial Assets
The fair value of investments that are traded ganized financial markets are determined by
reference to quoted market bid prices at the abdeisiness at reporting date.

Unquoted AFS financial assets are carried at esstdny impairment in value. These financial
assets are equity shares of private entities adatrtraded in an active market, hence their fair
value cannot be determined reliably.

The Jollibee Group does not have the intentiorigpase these financial assets in the near term.
Fair Value Hierarchy

The Jollibee Group uses the following hierarchydetermining and disclosing the fair value of
financial instruments by valuation technique:

= Level 1: quoted (unadjusted) prices in active miarkar identical assets or liabilities

= Level 2: other techniques for which all inputs whitave a significant effect on the recorded
fair value are observable, either directly or indtty

= Level 3: techniques which use inputs that haveifitant effect on the recorded fair value
that are not based on observable market data
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The Jollibee Group’s quoted AFS financial assetsuarting to B128.1 million and B120.6 million
as of March 31, 2012 and December 31, 2011, ragpbgtare the only financial instruments
measured at fair value using Level 1 fair value sneament (see Note 10).

There were no transfers between Level 1 and Lef&l alue measurements, and no transfers
into and out of Level 3 fair value measurement$nduthe year.

32.

Events after the Reporting Period

Dividend Declaration

On April 12, 2012, the BOD of the Parent Compangraped a regular cash dividend of B0.58 a
share of common stock to all stockholders of reesrdf May 9, 2012. The cash dividend is
expected to be paid out by May 31, 2012. The dastiend is 16.0% higher than the B0.50
regular dividend a share declared in April 2011.

33.

Non-cash Transactions

The Jollibee Group’s principal non-cash transactinder financing activities pertains to the
extension of the terms of two short-term loans ti#aate both matured in 2011 totaling
B1,500.0 million, combined to form a new loan whére now due to be paid in 2013, under a
new loan agreement.

The Jollibee Group’s non-cash transaction undexsting activities pertains to the acquisition of
50% equity interest in SuperFoods Group and 54%yenpierest in BK Group through advances
given prior to 2012 and 2011, respectively.



