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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

1. For the Quarter ended March 31, 2008

2. Commission identification numbe25160

3. BIR Tax Identification No 310-000-189-138

4. Exact name of issuer as specified in its chari@®VG CORP

5. Province, country or other jurisdiction of incorption or organization_: Metro Manila, Philippines

6. Industry Classification Code: I:I (SEC Use Only)

7. 34F RCBC Plaza Tower 2, 6819 Avala Avenue, Makatiiy 1200
Address of issuer's principal office Postal Code

(632) 757-1731 to 40
8. Issuer's telephone number, including area code

9. NA
Former name, former address and former fiscal, yeainanged since last report

10. Securities registered pursuant to Sections 8 araf fti®e SRC, or Sections 4 and 8 of the RSA

Number of shares of common stock

Title of each Class outstanding and amount of debt outstanding

Common 622,948,863

11. Are any or all of the securities listed on a Stesichange?
Yes [ ] No [ ]
If yes, state the name of such Stock Exchangelandlass/es of securities listed therein:

Philippine Stock Exchange; Common Shares

12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Sewti 7 of the SRC and SRC Rule 17.1 thereunder or
Section 11 of the RSA and RSA Rule 11(a)-1 thereyndnd Sections 26 and 141 of the
Corporation Code of the Philippines, during thecping twelve (12) months (or for such shorter
period the registrant was required to file suctoreg)

Yes [ 1 No [ ]

(b) has been subject to such filing requirementdte past ninety (90) days.

Yes [ 1] No [ ]



13.

14.

15.

State the aggregate market value of the votingkdtetd by non-affiliates of the registrant. The agmte
market value shall be computed by reference t@tioe at which the stock was sold, or the averagabd
asked prices of such stock, as of a specified ddten sixty (60) days prior to the date of filinglf a
determination as to whether a particular persoantity is an affiliate cannot be made without inwog
unreasonable effort and expense, the aggregateetmaalue of the common stock held by non-affiliates
may be calculated on the basis of assumptions mehs® under the circumstances, provided the
assumptions are set forth in this Form. (See digfinof "affiliate" in “Annex B”).

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY/SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS:

Check whether the issuer has filed all documentsraports required to be filed by Section 17 of @uzle
subsequent to the distribution of securities urdplan confirmed by a court or the Commission.

Yes [ ] No [ ]
DOCUMENTS INCORPORATED BY REFERENCE

If any of the following documents are incorporatgd reference, briefly describe them and identify
part of SEC Form 17-A into which the document ixoirporated:

(a) Any annual report to security holders; (N/A)
(b) Any information statement filed pursuant toGGRule 20; (N/A)

(c) Any prospectus filed pursuant to SRC Rule \IA)
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. . S.5.
VAKATE B2y

TREASURER’S CERTIFICATION

[, EMMANUEL L. JALANDONI, of legal age, Filipino and with office address at the
34F RCBC Plaza Tower 2, Ayala Avenue, Makati City, after being sworn in accordance with
law, hereby certify that:

1. [ am the Treasurer of IPVG CORP. AND SUBSIDIARIES (the
“Corporation”), a corporation duly organized and existing under and by virtue of the laws of the
Republic of the Philippines under SEC Certificate of Regislration No. 25160 with principal office
address at 34F RCBC Plaza Tower 2, Ayala Avenue, Makati City.

2. The Financial Statement (“F/S”) diskette submitted contains the exact data stated
in the hard copies of the F/S of the Corporation.

3. [ am executing this certification to attest to the truth of the foregoing and in
compliance with the reportorial requirements of the .

o™ h
WITNESS MY HAND on o T day of . 2008 at

SUBSCRIBED AND SWORN to before me on this" b day ol

at A ' _ _ Affiant exhibited to mec his Community Tax Certificate
No. 19465935 issued on January 9, 2008 at Makati City, MM.

Doc. No.__U3v
Page No. 94 ;

BookNo. _{I¥ :
Series of 2008.




Financial Highlights
For the First Quarter of 2008

Consolidated First Quarter Net Revenues for 2008
increased by 490% to Php812.6 Million from
Php137.8 Million during the same period in 2007.

Consolidated Gross Profit for the First Quarter
increased by 624% to Php383.4 Million from
Php52.9 Million during the same period in 2007.
Gross Margin was much higher at 47% as compared
to 38% during the same period in 2007.

Earnings Before Income Tax, Depreciation and
Amortization (EBITDA) improved to
Php76Million during the first quarter of 2008,
versus Php17.4Million during the sarperiod in
2007.

Consolidated Operating Expenses for the First
Quarter increased by 644% to Php339.1Million
from Php45.56Million during the same period in
2007.

Consolidated Net Income for the first quarter in
2008 is Php21.89Million (net of minority interest
& taxes), compared to Php6.13Million for the
same period in 2007.



Milestones
For the First Quarter of 2008

Year-Opener: Global and Vertical Expansion through strategic acquisitions and joint-venture
partnerships

IPVG executed on a global expansion during the djegrter of 2008. From purely Philippine-baseceraies in
2007, Q1 2008 consolidated revenues from IPVG’satjmns around the world.

Some of the key highlights of these activities uig:

* In January, IPVG entered a niche and high-grawtitket of high-end managed security with the adtipis
of Prolexic Technologies — the leading providerlpoS (Distributed Denial of Service) mitigation. §US$
10.5M investment instantly gave the IT company @gl footprint for DDoS mitigation, and strong Ua8d
European presence.

« Later that month, IPVG formed a 50/50 equitynferenture agreement with GMA New Media, Inc. — the
digital media arm of GMA Network, Inc. to createnaw subsidiary called I-Play, Inc. Investment iRl&y
valued at PhP 800M with an initial capitalizatiohRhP 200M. The new venture will focus on the deisig
operating and maintaining casual online gamingaawial online gaming-related portals.

* In February, IPVG entered into the mobile sersicgarket when it acquired 70% of the outstandingtah
stock of MegaMobile Inc., valued at PhP 6.4M.

« In March, IPVG announced the 70% acquisition &hhsed contact center Influent which has fadliirethe
US, Panama and the Philippines. The company ia@irlg contact center specializing in banking, fiiah
services and insurance (BFSI) markets in the UBadta total of 11 delivery centers with over 146éts and
ranked among the Top 20 call center companies widkelaccording to customer service magazine survey.

*Finally, IPVG, through its gaming subsidiary IP Games, closed the quarter with two partnership
announcements, namely, 1] ESTsoft, a Korean gawelaleer for the publishing and distribution riglids the
highly anticipated massively multiplayer onlineeglaying game (MMORPG), CABAL Online and; 2] GDH
K.K., a Japanese media company, through its groagpany GONZO Rosso K.K. for an online licensingldea
to launch the % Japan-made MMORPG - Pandora Saga, in the PhiigpitPVG also expanded into the
Vietnam online games market through an investmgotCyberworld.



MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

Our discussions in the foregoing sections of tkisort pertain to the results of our company’s opierss for
the first three (3) months of 2008. This reponers the different business units under the grauguding the
parent company. References are going to be madestdts of operations for the same quarter of thevipus
year 2007.

The report shall also contain forward-looking statents that reflect our current views with respextthe
company’s future plans, events, operational perforoe, and desired results. These statements,diyvidry
nature, are not 100% accurate, and therefore caontisubstantial element of risks and uncertaintidstual
results may be different from our forecasts.

Furthermore, the information contained herein shiblié read in conjunction with the accompanying itza
consolidated financial statements and related notér financial statements, and the financial dssions
below, have been prepared in accordance with Riitip Generally Accepted Accounting Principles (GAAP

|. BUSINESS AND GENERAL INFORMATION
The succeeding section briefly describes the Basibaits and their corresponding operational highlis for

the reporting period. A more extensive discussiotiie businesses is contained in the Annual R&§B@ 17-

IPVG Corp. is a company listed in the Philippin@c&t Exchange, Inc. and is focused in the followgngwth
areas: Information Technology & Telecommunicati@ii®T), Online Computer Games and Business Process
Outsourcing (BPO).

IPVG established the following subsidiaries: in 300P Converge Data Center to focus on the IT&Tiatives,
and IP E-Game Ventures Inc. to pursue our Onlinmider Games business, and in 2006, IP Contace€ent
Outsourcing for our BPO initiatives.

A. IP Converge Data Center

IP Converge Data Center Inc. is a wholly-owned &liag/ of IPVG, incorporated on September 2005, &nd
the only carrier-neutral international telco-gratéga center in the Philippines. IP Converge praviclestomers
with internet connectivity, co-location servicepplication management, solutions architecture, ewachaged
network services. By partnering with all the plesy@n the telecommunications industry, IP Conveoffers
clients with a wider array of mission critical ajgaltions, diverse in both carrier and specific eafglutes used
for transmission of traffic.

Business Segments

IPC’s business comprises of three (3) main segnwdeoducts and services. Our services are ardhom our
robust network infrastructure and data center ifaes| in conjunction with strategic partnershipishwocal and
international IT providers and carriers, and a adrilly-trained network engineers.

Internet Data Center (IDC) Services
Server Co-Location
Disaster Recovery
Network and Data Security
Managed Network Services

IP-Transport and Connectivity
Global Internet Access (GIA)
International Managed Bandwidth Service (IMBS)
Multiple Protocol Layer Switching / Internet ProadeVirtual Private Network (MPLS / IP-VPN)
Voice Over Internet Protocol (VOIP) Termination



IT Consultancy and Systems Integration
Network Consultation
Banking and Financial Solutions

B. IP E-Game Ventures Inc.

E-Games’ business is comprised of three (3) magmeats of products and services, which are deliveseur
end customers through our base of more than 8,0@0net café retailers, and through broadband riater
access at home. We are concentrating primarilyoal linternet consumers, which have a potentiad lodsver
15million customers.

* MMORPG (Massively Multi-Player Online Role-PlagiliGames).

Massively Multiplayer Online Role-Playing Game(MMORPG) is a genre of online computer role-
playing games (RPGSs) in which a large number ofgrkainteract with one another in a virtual world.
As in all RPGs, players assume the role of a fi@iacharacter, and take control over many of that
character's actions. MMORPGs are distinguished somgle-player or small multi-player RPGs by the
number of players, and by the game's persistendwosually hosted by the game's publisher which
continues to exist and evolve while the playemisyfrom the game.

This segment of games targets the hardcore galversurrently publish the market-dominant product
RAN Online, and have launched another game, Grafapada in 3Q2007. RAN Online has more
than 800,000 active users and more than 30,00Quc@mt users (data as of March 2007).

Also this January 2008, E-Games partnered with [Sd{rean based application software and
solutions development company, ESTsoft, to brirgghitghly anticipated futuristic action MMORPG,
CABAL Online, to the country. CABAL Online is a upie third-person MMORPG that combines
futuristic, fantasy and medieval themes into ongoaepacked, sophisticated role playing adventure.
The game has been successfully launched in AsimpEuand America (including USA and Canada),
gathering 20,000,000 registrations across the glob¥ietnam, CABAL Online recorded a maximum
of 75,000 concurrent users at any given time. kxpected to be one of the biggest titles to ht th
Filipino online gaming community.

* MMO Casual

The termCasual Gameis used to refer to a category of electronic or gorer games targeted at a
mass audience. Casual games usually have a fevesinips and an engaging game design, making it
easy for a new player to begin playing the gamguét minutes. They require no long-term time
commitment or special skills to play, and there@mparatively low production and distribution st
for the producer. (Source: Wikipedia)

Our casual game O2Jam is currently the market teaderms of daily users. It has more than 500,000
active users, and concurrency levels of more tt2300D (as of March 2007). Our new game Audition,
Dance Battle, which was launched in Q4 2006, is#heonline casual game in the world, and we
expect tremendous success in this market. Sinctautsch, Audition has been one of the fastest
growing casual games in the country, and has nfae 800,000 registered users with concurrency
levels of more than 6,000 users as of March 2007.

The company’s casual game titles have a combintideaaser base of over 700,000, with over 6,000
concurrent users. In the first quarter or 2008,aer€s entered a joint venture with GMA New Media
Inc., the digital media arm of GMA Network, Inc. form I-Play. I-Play, having P800M authorized

capital, aims to evolve and promote casual onliaenigg and its digital content development,
especially with the convergence of traditional digital media through IP E-Games and GMANMI.

I-Play, Inc. is equally owned by IP E-Games and GMMI, with each party having a 50% stake in
the company.



C. IP_Contact Center Outsourcing Inc.

IP-Contact Center Outsourcing, Inc (“IPCCO”) is &oly-owned subsidiary of IPVG that focuses on the
business process outsourcing (“BPQ”) industry.

Property and Facilities

IPCCO’s operations are currently located at thé 28or of IBM Plaza, Eastwood City Libis, wherd af the
customer service agents hold office. IPCCO hastmlethe Cisco Unified Communications and Collabora
Suite (“UCC” formerly IPCC) that provides a pure IPolPBX. This enables IPCCO to easily deploy and
integrate multiple sites, as well as provide a lowast structure.

IPCCO has two clients supporting three (3) progra®g programs include Tier 1 Customer Servicediar
affiliate IP E-Games, Operator Services for IPV@uyr of companies, and Tier 1 Technical Supportifor
Converge.

IPCCO has also secured a contract with a FortunbabR00 company to provide tier 1 customer cappstt
in its AsiaPacific markets. The majority of IPCCQ@lgents are US-facing and operating during thénnghift in
the Philippines. We provide Inbound, Outbound vaisavell as non-voice BPO services.

Business Segments
Inbound Solutions

IPCCO provides inbound services that are virtutilie extensions of our Clients’ operations withesrdnd
service processing abilities. We hold the respdlityilof representing our Clients’ brand with thanse care as
its business owners. We establish close-knit mratiips with our clients to implement technology @novide
premier outsourced support to meet our customeicgeneeds.

IPCCO also provides non-voice support by regulaséing monitoring chat rooms. We maintain clean roceat
time 24/7. Our Client offers mobile community sadat such as mobile online chatting, content clephiouse
and interactive mobile entertainment. It has ovemillion registered users worldwide and has licehste
products and services to more than 85 mobile opeyah 33 countries. Some of their customers anthpes
include Cingular, TMobile, Verizon, Sprint NexteldaVVodafone.

Our inbound voice support varies in levels or tigdsme of our biggest Clients is one of the oldgscslty
direct mail order companies in the US; produce ®@ catalogs per year. IPCCO processes over 80¥enf
US orders. Our services include Inbound CustomeriGx Inbound/Outbound Sales and Order Entry &kBac
Office.

We also service a leading global provider of pushad. The client a service similar to Blackberny a wide
variety of mobile devises and is a leading providérsolutions for individual users, small and mediu
enterprises through wireless operators. IPCCO heshriical Support Level 2 offering customer Support
infrastructure for over 40 mobile operators worldevi We follow the sun supporting centers in APAGIEA
and Americas.

Outbound Solutions

IPCCO provides an extensive range of outbound isolsitin both business-to-business and business-to-
consumer programs. Our Business-to-Business proggaahes out to existing and potential new custsrfuer

a leading NASDAQ:-listed local search engine compamnsistently ranks in the Top 100 in U.S. website
traffic according to Internet research firm, com®corhe company is based in Irvine, California dvas
affiliate offices across the country and aroundvtioeld.

We also service Business-to-Consumer solutionsi¢oad the leading Fortune 500 companies acrosshIeast
Asia. We introduce our Client’s products and sarsito their potential customers to increase thaiket share
and promote their new products. Our experiencegssalam goes above and beyond the targeted sglesdfi
set by our Customer.



Distance Learning

IPCCO offers Distance Learning, an e-Learning sube serve one of the largest English languagedshin
Korea. They are regarded as the pioneer in prayidomprehensive English education in Korea. Ouladise
learning solutions has been proven cost effectikis not constrained by geographic consideratides offer
opportunities in situations where traditional edigrahas difficulty operating given the distancel gime. We
provide flexibility and tailor fit our services twur customers needs.

We recruit, train and manage personal English &@&cto educate students in Korea and China. Weideov
outbound modules in business and practical Endlissons. Lesson durations vary from a minimum ten
minutes to a maximum of an hour, guaranteeing disamuality through our robust voice platforms.

D. IPAY COMMERCE VENTURES INC.

i-Pay Commerce Ventures, Inc. (i-PCV), is a sulasidiof IPVG Corp. It provides value-added payment
processing services to various partners in thagpirles and abroad. Such services include proagssitocal
and international remittances, processing of imermased debit and credit card payments (e-cominerce
issuance of debit cards, loyalty programs amongreth

Through strategic partnerships i-PCV is at thefforg of end-to-end payment processing.
Products

1.i-CASH is the flagship product of iPCV. It is a cash magragnt solution that integrates the following:
Cash Card Features:
Receive international remittances or local monapgfers
Load more monetary value at i-CASH top-up estabiishts
Withdraw at any ATM in the Philippines
Withdraw from any VISA ATM abroad
- Transfer funds to other i-CASH holders
Debit Card Features:
Cash-less shopping at your favorite stores thra@&emyicnet and Visa terminals
On-line transactions
Internet purchases
Bills payment
Privilege and Loyalty Card features
Freebies and discounts from 200+ merchants natiwi
Rewards through i-Loyalty for remittance and vittteaminal usage

2. Local Remittances. Payment processing solution supporting local remdés. Handles bulk allotment
distribution requirements of agency and mannings$ypf companies, as well as remittance requirenats
retail customers. This solution supports bank-tokitsansfers and door-to-door delivery.

3. Payment Processing ServicesA one-stop-shop payment processing solution tharesdes the various
payment requirements of merchants ranging from:chat accounts, electronic commerce through Visa,
MasterCard, Diners Credit and Debit Cards.

Market and Competition

i-PCV operates in a highly competitive and dynamarket with players from different industries swsh
telecommunications, banking and finance, remittaocdit card.

Among the major players are the following:

Industry Major Players

Telecommunications Globe Telecom, Smart Commurinatilnc.
Banking & Finance BPI, PNB

Remittance IRemit, Inc. / Western Union
Credit Card Issuing & Acquiring Equitable Card Netw/ BPI



Revenue Sources
i-PCV currently has (3) major revenue sources bmakawvn as follows:

1. Issuing BusinessAs issuer of Visa and i-CASH debit and loyalty cardPCV derives revenues from fees
such as card fee, membership fees and transaetsn f

2. Remittance BusinessThrough i-PCV'’s local and international remittarmesiness, revenue is derived from
the remittance processing fees.

3. Acquiring Business.The acquiring business covers processing of paysrtennerchant establishments from
various credit card issuers as well as i-CASH deaits. It also covers loading of value to the iSEAcard
(top-up) and drawing of funds (cash back) througBASH virtual terminals deployed in various partner
merchant establishments.

Revenue from this business is derived from commissbased on the face value of the sale (MerchiacbDnt
Rate) and other transaction fees. As of Decembgef3Q27, i-PCV has not yet started commercial ojpmnaf
and has not reported any revenues.

Strategic Partners

1. iPayDNA International Limited. A reputable international organization specializimg e-commerce
solutions, which include among others, processindebit card / credit transactions from major dedvicredit
card brands as well as direct debits from baniGhima.

2. SabiClub Corporation. The Philippine-based licensor of Station 168 Iné¢@afes, servicing 30,000 of its
members nationwide. The membership is targetedrtbtiie Korean community based in the Philippines,
where about 70% of the membership base is Korean.

E. Prolexic Technologies, Inc.

Acquired in January 2008, Prolexic TechnologiesaisUS-based managed security service provider of
Distributed Denial of Service (DDoS) mitigation stbns. Prolexic’s services use a global networigiged to
protect businesses from all forms of distributedialeof service attacks and emerging security tisrém DNS,
VolP, and email while simultaneously increasingaek performance. Leveraging unique filtering teiciues,
high-speed bandwidth and peering, advanced routing,other patentpending devices, Prolexic hasextehe
most powerful DDoS detection and protection sysitethe world.

Prolexic’s Clean Pipe Virtual Transport® servicaleles enterprises and service providers to scamstgthe
largest and most aggressive DDoS attacks on thenktt This protection can be provided through ehre
different delivery methods:

DNS Redirection / Proxy

An original delivery method and still the quickes¢thod to deploy Prolexic’s solution, IPs on
Prolexic’s intrusion prevention network (IPN) amoyided to the customer. Through a DNS
change, all customer traffic is routed to ProlexitPN, where it is cleansed. Once traffic is
filtered of malicious content, it is proxied baak the customer’s infrastructure. Proxy is a
simple configuration and provides the additionaldfé of content caching.

BGP Routing / GRE Tunneling

Clean Pipe Virtual Transport® can be easily implated over a dedicated GRE tunnel.
Prolexic will announce the customer’s subnet anmthél traffic to its location via Generic
Route Encapsulation (GRE) tunnels. GRE tunnelirayides a customer several advantages,
including total control over when traffic is filled. Traffic re-routes can be performed quickly
using BGP, the standard routing protocol in useyad support complex routing policies.

Direct Circuit

A dedicated circuit that can withstand a 10+ Gbgsl$lood or TCP connection flood. With
dedicated circuits, customers will have the defensguired to survive such attacks without
notice. Clean Pipe Virtual Transport® circuits da@ implemented like a standard BGP4-
enabled Internet circuit. Connections can be mailectty within Prolexic’s points-of-
presence, or via a Prolexic partnered low-costaddd circuit directly to Prolexic’s IPN.



This wholly owned subsidiary continues to be théy @ervice-based DDoS mitigation platform that asve
North America, Europe and Asia.

F. Interactive Teleservices Corporation (Influent)

Incorporated in December 1994 in Nebraska, Interacteleservices Corporation (Influent) offers fisrtune
1000 clients full range of call center outsourcemjutions that helps its clients acquire, retanowgand service
their customers. It is ranked among the top 20 agldiusiness process outsourcing (BPO) companies and
operates 10 call centers in the US, Panama an@hhippines. IPVG acquired 70% of Influent to sifynits
commitment to be a global outsourcing providerluaft's strong presence and capability in North Aoz
where 80% of revenues come from, coupled with IR/@Gfrastructure and capabilities in Asia will hegalize
IPVG’s commitment to become a significant globatisowrcing provider.

As stipulated under the purchase agreement, IPCQ@dvsell or lease incremental capacity of 250sseathe
Philippines to Influent on an as-needed basisuémit's strong pipeline of work is expected to bdBMG'’s
Philippine BPO business in the second half of 2008.

Business Segments
Its goal is to create a seamless extension ofiésts’ businesses through outsourcing and alle@ntinstead to
focus on their core competencies. Major servicesaarfollows:

Outbound Telesales
Inbound Sales
Customer Service
Customer Retention
Lead Generation

G. MEGAMobile

The acquisition of 70% of MEGAMobile’s outstandingpital stock marks the entry of IPVG into the dyia
and highly competitive area of mobile content aralug-added services (VAS). The Philippines has an
estimated subscriber base of 55 million and theahehfor mobile content stemming from this marketis
opportunity that should be seized. IPVG’s investtrisraimed to strengthen MEGAMobile’s content pipe)
marketing programs and infrastructure. Its additoiPVG’s current lines of business creates a pevduct
that will form a synergy among its communicatioogfsourcing and online gaming operations, thus lexgab
the subsidiaries to reach out to its huge custdrase and strategic distribution network.

Business Segments

MEGAMobile’s business is comprised of four (4) maggments of mobile content products and servideshw
are offered to subscribers and through major telmgonication companies:

Community

Advertainment

Content and Messaging

Partnerships (IP E-Games, IPCV, etc.)

H. IP Converge Data Center Pte. Ltd.

To cater to the ever growing and diverse needssafustomers, IPVG has established its presenSagapore
using its newly acquired Data Center as its layyadh

From the Data Center, IPVG offers co-location, mekwvservices, managed services including secuaityl
disaster recovery, and a host of other servicescaistomized facilities that meet the specific neeti®ur
clients’ distinct requirements.



The Data Center, located in New Tech Park, Lorohgd®, sits in a central location in Singapore, €lusthe
Central Business District (CBD) and major telecomiuation cable paths and landing sites. The Datad® is
laid out in a 2000 square meter location on the® New Tech Park is home to a number of compaini¢kse
technology, media and communications fields. Tha dantre itself is 850 square meters of custorti-bpace
in an environment that conforms to the Tier-4 (Fadlerant Site Infrastructure) definition of theptime
Institute. IPVG offers total systems managememtnfisimple stand-alone server co-location to fullgnaged
services including full bandwidth provisioning.

Together with IPVG’s main data center in MakatiyCiPhilippines and its PoP in Hong Kong — IPVG has
essentially completed its “ring” covering ASEAN archina. The overall resulting infrastructure gives
customers a choice between the telecommunicatiodsbasiness hubs of Singapore, Hong Kong and the
Philippines — using these as a springboard forisgrhe IT needs of their employees and customenssa the
region.

Current Capacity
The current capacity of the data center as of Deeerh8, 2007 is as follows:

1. Thirty-five (35) vacant collocation racks with pomgrovisioned — equipped with 2 x 16A power
strips, and are ready to take in customer equipfieerollocation. IP-Converge is able to customize
power requirements for customers for these ractisldithere be a need for such. The area that
contains these racks already has raised flooraugs:, fire suppression.

2. 2x2,500 square feet of space — the spaces alleaayraised flooring, fire suppression, CRAC
cooling, and main power distribution points. Howevacks have yet to be provisioned in the space —
but for a purpose — so as to cater to larger astbourequirements of customers, such as caged areas
or vaults, special power and related cabling regménts, custom racks, and others. This can be
reconfigured to one room of 5000 square feet.

The IP-Converge Network

The NTP data center serves as IP-Converge’s netiRokin Singapore, in addition to PoPs in Manilaval
as in Hong Kong. The diagram below shows an oeendgf IP-Converge’s Asian network.



II. RESULTS OF OPERATIONS

Financial Highlights and Key
Performance Indicators

Consolidated Balance Sheet

Total Assets

Current Assets

Property and Equipment

Total Liabilities
Interest-bearing Loans

Stockholders Equity

Consolidated Statements of Income
Revenues (net)
Gross Profit
Expenses
Income / (Loss) from Operations
Earnings Before Interest, Taxes and
Depreciation
Net Income / (Loss) after minority
interest & taxes

Consolidated Cash Flows

Net Cash Provided / (Used) By Operating

Activities

Net Cash Provided / (Used) in Investing

Activities
Capital Expenditures
Intangible Assets
Net Cash Used in Financing Activities

Key Performance Indicators

Gross Margin

Net Operating Margin
Earnings Per Share
Outstanding Shares
Number of Employees

Current Ratio
Debt to Equity Ratio
Exchange Rates ($ to Peso)

Ratios

As of March 31 As of Dec. 31 Increase (Decrease)
2008 2007 Amount %
2,533,924,680 1,491,645,277 1,042,279,403 70%
1,243,535,708 889,807,342 353,728,366 40%
370,057,272 184,674,629 185,382,643 100%
1,460,066,908 458,231,844 1,001,835,064 219%
880,691,775 132,350,918 748,340,857 565%
1,076,715,751 1,036,271,412 40,444,339 4%

For Three Months Ended March 31

Increase (Decreaje

2008 2007 Amount %

812,603,953 137,836,875 674,767,078 490%

383,389,562 52,935,961 330,453,601 624%
339,124,880 45,555,996 293,568,884 644%
44,264,682 7,379,965 36,884,717 500%
75,988,202 17,429,722 58,558,480 336%
21,890,419 6,128,909 15,761,510 257%
Increase
As of March 31 As of Dec. 31 (Decrease)

2008 2007 Amount %
(237,195,217) (138,499,227) (98,69BP9 71%
(494,227,123) (637,707,489) 143,480,336 -22%

(211,025,512) (142,080,844) (68,944,668) 49%

(28,608,927) (48,960,218) 20,251 -42%

773,011,236 899,730,787 (126,719,551) -14%
As of March 31 As of March 31
2008 2007
0.472 0.384 0.088 23%
0.045 0.044 0.001 2%
0.0589 0.0108 0.048 444%
622,948,863 565,831,163 57,117,700 10%
556 198 835 181%
As of March 31 As of Dec. 31
2008 2007
1.00 0.72 0.28 39%
0.82 0.13 0.69 540%
41.868 41.401 0.47 1%

Current Ratio is computed by dividing Current Assst Current Liabilities.

Gross Margin is computed by dividing Gross ProfitTotal Revenue.
Net Operating Margin is computed by dividing Netdme / Loss by Total Revenue.
Earnings Per Share is computed by dividing Net hmed Loss by Weighted Average Number of CommoreShar

Debt to Equity Ratio is computed by dividing theal &tockholders Equity by the sum of Short Tereh laong
Term Interest Bearing Loans and Advances from &tddkrs.



GROUP RESULTS

Total Consolidated Revenues for the first three tm@mf 2008 increased by P674.8.9Million or 490%umndr
Php137.8Million for the same period in 2007 Piop812.6 Million. The increase from 2007 is due to additional
revenue contribution of newly acquired companiedjuént, Prolexic, & Megamobile and the improved
revenues of E-Games. Business Process Outsoyiniiigent, IPCCO, and |-Pay) operations contribuéddo

of total revenues reported, Online and Mobile GafiEe&ames and Megamobile) contributed 15% of thal to
revenues reported, and Communications (IP Convéhgdexic, and IPC SG Pte) contributed 24% of ttalt
revenues reported. Consolidated Gross Profit iseedy 624% td®hp383.4Million or a Gross Margin of
47.2%, as compared to 38.4% in the same period in 2007.

Consolidated Operating Expenses increased by 64df& Php45.6Million during the same period in 2007 t
Php339.1Million in 2008 due to the inclusion of newly acquiredssdiaries and increase in expenses incurred
by the parent company and by the other businedseay, Megamobile and IPC SG Pte, are currentlpa qne-
operating stage and continue to incur higher ex@ensative to revenues.

Total Consolidated Net Income from Operations iasesl by Php36.9Million from Php7.38Million in 206y
Php44.3Million in 2008. Earnings Before Income Tax, Depreciatimnd Amortization showed an
improvement from Phpl17.43Million in 2007 to Php®@Million in 2008.

I"# $$" compared to Php6.13Million for the same
period in 2007.

Total Consolidated Assets increased by 70% fromLPIg2Million as of the last reporting period of Retber
31, 2007 to P2,534Million as of March 31, 2008 pgrPhp1,042Million due to the increase in Currestéts,
Intangible Assets, and Property, Plant and Equigrbesught about by the acquisitions. Net of dejatém,
Property and Equipment increased by 100% whilengitde assets which consists of goodwill, softwanel
licensing rights increased by 119% from Php322.litMilto Php707.9Million.

Total Consolidated Liabilities increased by P1,008&4 or 219% from P458Million as of December 2007

to P1,460Million as of March 31, 2008, due to tmelusion of Notes Payable of Influent and Prolexic.
Combining this with a Long Term loan availed fronrt@mmercial bank in 2005 increased the consolidated
interest-bearing loans by 565% from Php132.4MillioriPhp880.7Million.

Total Stockholders Equity increased by Php40.4bftillto Phpl,077Million due to the increase in retdin
earnings brought about by our profitable perfornear@ombining this with the increase in notes pagabebt
to Equity ratio for the company increased by 54@®.82x as of March 31, 2008 from 0.13x as of [&.
2007.

Additional details on the balance sheet accounty rha found at the accompanying Notes to Financial
Statements.

Expenses
The top eight expenses in Peso terms are as follows

Salaries and Benefitsincreased by P134.9Million from P14.8Million in @D to P149.7Million in 2008
due to the increase in employees from acquisitiomsin all subsidiaries from 198 as of end of Ma3dh
2007 to 556 as of end of March 31, 2008.

Depreciation expense increased by P21.9Million or 224% due ht® increase in fixed assets and
capitalizable softwares.

Outside Serviceswhich consist of contractual services relatedxemal Legal & Audit services and the
maintenance and upkeep of the premises, increase@t9Million.

Communication, light, & water expenses increased by P23Million or 1007% duééoiricrease in our
utilities requirements in coordinating with our rygmartners across the globe. This was also thdtres
increased business activity across all and inctudiew subsidiaries.

Rental expenses increased by P18.4Million or 954% broagbut by the acquisitions and expansion.
Transportation and Travel increased by P11.8Million or 236% due to the iasexl frequency of local
and overseas travel by the employees to pursuegitgartnerships, sales opportunities, and sifiing.
Professional Feeéncreased by P14.2Million due to services engagedlation to the acquisitions.



Commissionexpenses amounting to P14.6Million of the newlyuie companies namely Prolexic and
Influent were paid out to partner resellers.

Other operating expenses increased significantlynfthe same period in 2007 in view of the inclusidrihe
cost of activities of Influent, Prolexic, and Megalnile into the group and the increase in generainmss
activity of our existing companies. These includax@s and Licenses (707%), Supplies and Other Office
Expenses (225%), Representation Expenses (124%jailReand Maintenance (1,468%), Advertising and
Promotions (236%), and Miscellaneous Expenses Q%31

IP SERVICE INDUSTRIES

Communications

The Communications segment is composed of IP CgeydProlexic Technology, and IP Converge Pte Ltd.
Total service revenue for this segment translatesi®s of the group’s total revenue for the firgseghmonths of
2008. Year on year, this business segment’s revehare increased by Php113.7Million or 130% duthéo
acquisition of Prolexic Technologies, a new US-daaed wholly owned subsidiary. The following graph
shows the revenue distribution of the segmentHergast four quarters starting March 2007. Of ggneent’s
total revenue|P Converge Data CenterandProlexic Technologiesaccount for 49% and 47%, respectively,
while the remaining 4% comes from IP Converge Rtk L

Communications Revenue
Php-Millions

8.16

O IP Converge Pte Ltd.

| Prolexic Technologies, Inc.
95.0

O IP Converge Data Center
98.0 02 05 .

Mar-08 Dec-07 Sep-07 Jun-07 Mar-07

IP Converge Data Center’s year on year revenueased by 12% or Php10.6Million to Php98Million tbe
first quarter 2008 from Php87.4Million for the saperiod last year. This is in spite of the margimpression
in its bandwidth services as a result of a jointtuee entered with First Cagayan. The acquisitibRrolexic’s
global operation contributed to the remarkable ghow

The components of our Cost of Services are aswsllo

Internet Bandwidth. Our partnerships with PCCW Global, Asia Netcom, atiter major telcos allos

us to source the most cost-efficient bandwidthisesvin this part of the world. This comprises@60%

of our total cost of sales. We deliver this direcbur customers, or through interconnection féged with
other telcos. We have secured a license with tatoNal Telecommunications Commission (NTC) as a
Value Added Service (VAS) provider on May 26, 20@3ch will expire on May 25, 2010.

Rent is the portion of the IDC facilities whichasclusively “sold” as part of the data center seesi

Repairs and Maintenance is composed of the casiagfitaining the UPS and Airconditioning Equipment,
and other incidental costs due to the ordinary vemalrtear of our network, computer and office emapt
within the data center facilities.

Salaries and Direct Labor pertains to personnekdasthe maintenance and operations of the DatdeCe
facilities.



Commissions to Sales managers account for 2-3%ubfcost of sales. The company offers a fixed
percentage over gross margins to a number of erepowho are directly responsible for the management
of the customer accounts, including securing ofcinatract.

Other Costs include allocated power and utilitiether outside services, supplies, and other intaden
expenses related to the operations of the daterctuility.

The gross profit of Communications segment forftrst quarter of 2008 was &hp100.5Million, or a gross
margin of 49%. Fixed operating expenses includiegreciation amounted to Php91.1Million, resultinga
Profit of Php9.4Million from operations. Net Prodifter other charges is Php8.92Million.

Facilities

The data center facility itself is located in RCBGza -- a very high quality, secure building ie theart of
Makati, the business district of Manila and of ®kilippines. The data centre is laid out over 1,8G0are
meters in one floor of the plaza and is readilyessible by road through the main thoroughfares yal# and
Sen. Gil Puyat Avenues, and through the helicoptat on the roof of the building. The floor itsetintains
office space and 650 square meters of conditioreaded floor space for co-location of servers and
communications equipment. The same facility houbes Philippine data termination node for the PCCW
worldwide network www.PCCW.comwww.Reach.con) and thus is ideal for any client requiring degatre
services and bandwidth to the internet or to spelitations via IPLC. Both Reach Networks and As&tcom
provide network facilities to IP-Converge. Equiprngnour data centre is supplied by Cisco, Junipetworks,
and HP.

RCBC Plaza is a PEZA accredited building. By ccaking in RCBC Plaza, IP Converge has been gramted
license as a PEZA-registered entity due to its \egh export earning performance, where betweeto @0%

of our revenue comes from exports or cross-bortilemts. As a PEZA registered entity, IP Convergdk enjoy
fiscal incentives, including income tax holidays.

Online Games & Mobile Content

The Online Games and Mobile

Content Segment is composed of IP Online Games & Mobile Content Revenues
E-Games Ventures Inc., Megamobile, Php-Millions

and the overseas operations of IPVG. OIPVG Overseas
Their  combined  revenue  of

Php125Million from this segment for 1.7 @ Megamobile Inc.
the first quarter of 2008 accounts for 13

15% of the group’s total revenue. D:ECF'game Ventures,
For the second straight year, the 112.0

revenues of E-Games continued to

grow side by side with the growth of S. 53. 7.2
our subscribers. During the first

quarter of 2008, E-Games posted

gross sales of P112Million, a 90%
share of this business segment’s total
revenue. Its net revenue of
P93.3Million was an 88% increase over Php49.7Milladuring its reporting quarter ending March 200ikty&
five percent (65%) of its total revenue was coniiéal by its flagship titte RAN Online.

Mar-08 Dec-07 Sep-07 Jun-07 Mar-07

IPVG’s Overseas revenue from licensing supportisesvof Php11.7Million account for 9% of the segtigen
total revenue. Megamobile contributed Phpl.3MillionValue Added Services which mostly cafnem its
Community and Content & Messaging categories.

Total cost of sales for the online games and matutgent segment during the first quarter of 20@®@nted to
Php29.44Million, and is composed mostly of Royggyments to the game publishers, telecommunications
costs in maintaining and running the games, cdsfwaduction and printing of the pre-paid cards ethare



used by our subscribers to purchase items in theegand direct labor expenses of our game operaterass
Margin is 58% from the Net Revenues, or 69% from @ross Sales (where net revenue is defined asGros
Sales less Distributor’'s Margin).

Total Operating expenses for the first quarter amedi to Php27.5Million, Php26.6Million or 97% of igh
was incurred by IP E-Games, resulting in an Incénom operations of Php49.3Million.

In terms of subscriber basH-EGames operates the #1 and #2 online gamesnmarket with explosive
potential. RAN Online represents the top MMORPG ¢bteely Multiplayer Online Role Playing Game) ireth
country, and Audition leads the MMOCasual Gamesketar

RAN Online has more than 700,000 active users aatkrthan 52,000 concurrent users as of March 2008

compared with 600,000 and 40,000 active and coentiusers, respectively, for the same period last.y
0O2Jam and Audition combine for more than 600,0@¥aasers and 8,000 concurrent users as of Mai6B.2

Business Process Outsourcing

Business Process Outsourcing generated
service revenues amounting to
Php504Million which made up 61% of the
Group’s revenues. The acquisition of the 0.08

leading US-based contact center, Influent, ' OIPAY Commerce Ventures,
significantly improved the capacity to 22.8
offer value added services in the BPO
industry. This is evidenced by its DOnteractive Teleservices Corp.
Php480.7Million or 95% contribution to
segment’s total or 59% the group’s total
revenues.

Business Process Outsourcing Revenues
Php-Millions

Inc.
B P Contact Center Outsourcing

480.7

IP Contact Center continues to show 26.4 21.6
improvement  with its  year-on-year —
revenue growing by Php22.1Million or Mar-08 Dec-07 Sep-07 Jun-07 Mar-07

0.9 0.7

226% to Php22.8Million. Revenues from

its existing contracts from third party customensoanted to 2.8% of the total revenues of the GrolRCCO
expects to become profitable in the 2nd half of®88 utilization increases from current 40% toeaf 70%
from additional clients. The strong pipeline of waf Influent is expected to boost Philippine BP@simess in
the second half of 2008.

I-Pay Commerce Ventures reported its first reveinuBebruary, ahead of schedule. Revenues are expéxt
come in gradually starting Q2 and exponential ghoint2nd half of 2008 due to launch of core sersiddajor
contributors will come from e-commerce and remit&businesses. I-Pay Commerce will be one of IPVG’s
fastest growing businesses in terms of percentemetly in the second half of 2008.

Liguidity and Capital Resources

The following table shows our consolidated castvéidor the Three Months ended March 31, 2008 and
December 31, 2007:

As of March 31 As of Dec. 3. Increase (Decrease)

Consolidated Cash Flow 200¢ 2007 Amount %
Net Cash Provided / (Used) By Operating Activities 237,195,217) (138,499,227) (98,695,990) 1%
Net Cash Provided / (Used) in Investing Activities 494,227,123) (637,707,489) 143,480,366 -22%
Capital Expenditures (211,025,512) (142,080,844) (68,944,668) 49%
Intangible Assets (28,608,927) (48,960,218) 20,351,291 -42%

Net Cash Used in Financing Activities 773,011,236 ,890,787 (126,719,551) -14%



Our consolidated cash and cash equivalents amotmtlp212.78Million at the end of March 31, 20824%
or Php41.59Million increase from the previous périoCash used in operating & investment activitiese
covered by cash provided by financing activities.

Financing Activities

The $750,000.00 credit facility from Export and uistty Bank for the expansion of our Data Centeilifess,
which was guaranteed by the Trade and InvestmertlBement Corporation of the Philippines (formerly
PhilExim Agency), remained outstanding in full &shMarch 31, 2007. Principal repayment commencesl th
guarter, one year after the grant of the loan.

Loan payments amounting to Php3.35Million were eiffey Php5.3Million generated from issued shares.
Additional advances from stockholders amountingPtgp19.37Million also came in. On top of this, the
additional financing provided to our two newly-agdgd subsidiaries by way of payable notes amouited
Php751.7Million.

Net cash provided by financing activities amourtteBhp773Million.
Operating Activities

Consolidated cash used in operating activitiesfagdarch 31, 2008 was Php237.2Million, Php98.7Miflior
71% higher than the Php138.5Million as of end ot®uaber 2007. Funds were mainly generated from the
operating units of Egames, IP Converge, and newidialies Prolexic, Influent, & Megamobile.

Investing Activities

The group’s keen eye for opportunities is proventbyacquisition of new companies at the starthig year
which led to the Php362.7Million increase in gooltlwit also continued to make capital investmenss a
illustrated by the Php211Million addition to prope& equipment.

The Data Center business continues to be a stableesof funds for the group with its recurringlanis from
new and existing customers. Our subscriber bakgé&mes, on the other hand, is expected to contingeow
with the introduction of new titles. Revenue (asabh) contributions from these subscribers wilitoaie to
increase, and will finance the operations. Bothhafse businesses, on their current state, aresissHining.
Any additional funds required by these companigténfuture, will be used for expansion.

We believe that our present cash position and atgaing cash flows from both business units willaide to
sustain our operations. We also continue to laokMays to provide for an efficient and cost-effeetworking
environment. By centralizing our procurement pesceartnering with key suppliers, and leveragingttoe
growing size and requirements of our existing besées, we are able to lower our costs of acquisitia our
over-all cost structure.

Requirements under SRC Rule 17 and 68.1

We have extensively disclosed the risks in our AhiiReport 17A filed with the exchange on May 15020

Aside from risks that are inherent in our businssseich as risks from competitive forces and frdw t
performance of business operations, we do not deresy other trend, event or uncertainty that héle a
material impact on our net sales and income fragrctntinuing operations of our subsidiaries.

Any events that will trigger direct or contingent financial obligation, which is material to the compay,
including default or acceleration of an obligation.

We do not foresee any event that would triggeradiceg contingent financial obligation, includingfdelt or
acceleration of any obligation.

All material off balance sheet transactions, arrangments, obligations (including contingent obligatins)
and other relationships of the company with uncondaated entities or other persons created during th
reporting period.



Under the terms of the Agreement with Reach Netwtkippines Inc. and IP Converge Data Center Hier t
acquisition of the assets of the former's dataerefacilities, IP Converge has opened Standby Lett€redit
with a local bank in favor of Reach Network Philipgs Inc. that allows Reach to draw against the SBlthe
event that IP Converge ceases its business opesatitd vacates the premises at tH fisbr. The standby
Letter of Credit will expire on August 31, 2010.

Any significant elements of income or loss that didiot arise from the issuer’s continuing operations.

The company does not foresee any extraordinarynecor charges that would arise from non-core opeyat
business.

Issuances, repurchases, and repayments of debt aaduity securities.

We have not issued, repurchased, nor repaid artyatebequity securities.

Any change in the composition of the issuer duringhe interim period, including business combinations
acquisition or disposal of subsidiaries and long-ten investments, restructuring, and discontinuing
operations.

During the period reported, our company acquired9a®f Prolexic Technologies, Inc., and 70% each of
Interactive Teleservices Corporation (Influent) &l§amobile, Inc. These acquisitions have material
period to period changes on our financial statement

Changes in contingent liabilities or contingent agts since the last annual balance sheet date.

There have been no changes in any contingentitiabibr assets since the last annual balance daé&=t
Disclosures not made under SEC Form 17-C.

All disclosures made under SEC Form 17-C have filsshduring the period.

Other subsequent events disclosed under SEC Form-T7.

None to disclose, other than those subsequentlyiomed.



OTHER OPERATIONAL INFORMATION

DIRECTORS & CORPORATE OFFICERS

Directors:
Name Age | Citizenship Positions held Term of Office
Jaime C. Gonzalez 62| Filipino Director, Chairman, | 11 June 2003 - present
Jaime Enrique Y. Gonzalez 31 Filipino Managing DBice, CEO| 11 June 2003 — present
& President
Srinivas Polishetty 41| Indian Director, Treasurer 13 Feb 2004 - present
Marco Antonio Y. Santos 39| Filipino Director, Deput 13 Feb 2004 - present
Chairman
Christopher Cox 38| American Director 13 Feb 20@4desent
Rene Fuentes 61| Filipino Independent Director 1B F@O4 - present
Juan Kevin Belmonte 46| Filipino Director 26 July020 present
Emmanuel L. Jalandoni 39| Filipino Director & Chief 27 November 2007 —
Finance Officer present
Roger Stone 59| British Director, Deputy 19 June 2006 - present
Chairman
Carlos G. Dominguez 62| Filipino Director 2 Qctober 2004 - present
Juan Victor S. Tanjuatco 60| Filipino Independermnebior 22 October 2004 -present
Eduardo Martin Lichauco 39| Filipino Director 19 &up006 - 22
November 2007

Mr. Jaime C. Gonzalezis a graduate of the Harvard Business School (M&#¢ of De La Salle University in
Manila: B.A. in Economics (com laude) and B.S. ion@nerce (cum laude). He is presently Chairman and
Chief Executive Officer of AO Capital Partners Lted, a financial and investment advisory firm with
headquarters in Hong Kong. He is a member of thar@mf Directors of a number of publicly listed
companies, including IPVG Corp., Euromoney Insiitoal Investor PLC (a leading international mediaup
focused primarily on the international finance sedisted in the London Stock Exchange); and Chairrof
Export and Industry Bank (a commercial bank ligtethe Philippine Stock Exchange).

Mr. Jaime Enrique Y. Gonzalezis the founder and incorporator of IPVG Corp., @sdredecessors Adobo
Interactive Inc. and Balikbayanmail.com. He mambtiee company’s growth from start-up to take-offget to
its present structure and size. Mr. Gonzalez sdswees as a Director on the board of Retail Sgstiak., Elite
Holdings, Inc. and has held past directorships Witlsamail Philippines, Inc. His undergraduate stsidias in
Middlebury College and he participated in a MastersEntrepreneurship course at the Asian Instinfte
Management.

Mr. Srinivas Polishetty is currently the Vice President of American Ori€apital Partners (Philippines). He
has an MBA degree from the Asian Institute of Maragnt and McGill University of Montreal. Prior to
joining American Orient Capital Partners (Philipgs), he worked as an equity research analyst cayésian
utilities and was a deputy director for a leadindian oil and gas firm.

Mr. Marco Antonio Y. Santos is a Director in Mapua Information Technology Geninc., iPeople Inc. (a
listed company), Market Intelligence Holdings, Inétndio Communication Inc.; Chairman in Edsamail
Holdings Pte Ltd. and Touch Media Philippines In¢e was General Manager of Edsamail Singapore teriva
Ltd. (2000-2001), Head Marketing of Evoserve, I18640), Director of Mezcal Corporation of the Phplipes
(1998), AVP Marketing Manager of Philippine Fuji dé& (1996-2000), Marketing Trainee of Fuji Xerox.Co
Ltd. Japan (1992-1995) and Copywriter/Marketingicgff of Basic/ Foote, Cone and Belding (FCB) (1990-
1992), and presently Directors in Pocket Aces Coalmiernational On-Line Games, Inc., Clubs Diamond
PanPac Corporation and Botika Ng Munisipyo, Inc. Bantos holds a Bachelors of Science Degree fhem t
Ateneo de Manila University (1990), majoring in Maement Engineering.



Mr. Christopher Cox has worked in numerous investment and corporai@nfie boutiques focusing on
technology, including Lord, Abbett & Co., and Raisen, Stephens & Co. Prior to entering the invesim
world, he successfully turned around Serotta &gt Cycles, a market leader in high-end hand-tidycles
in the United States. He has a Masters Degrediilod®phy from Cambridge University, an MBA from
Harvard Business School, and a Masters of Sciemea the University of South Carolina. Currently is
working to improve the education process in a negibthe United States.

Mr. Rene Fuentesis currently the Liberal Arts Program Director afddvisor of Sycip Gorres Velayo & Co.
(SGV & Co.) His business experience during the pagears up to present, include management camaylt
and directorship in foundations and private compsnwhich include, La Flor De La Isabela, Inteioval
Wine & Food Society (Philippine Branch), PhilippiA@istralia Business Council, Philippine-New Zealand
Business Council, De La Salle University Sciencerfation, Inc., and 1911 Insurance Agency Corponati
He took his MBA from University of Sta. Clara, Wed States.

Mr. Eduardo Martin Lichauco is Senior Vice President of AO Capital Partnersjrevestment and financial
advisory services firm, covering the Asia Pacifigion. He is also Managing Director of AO Tholoregpal,

AO Capital’s joint venture private equity fund wittholons Capital. Prior to AO Capital, he was Coynt
Manager of ations of Walden International, a legdgiobal venture capital firm. He also served in a
concurrent capacity as Vice-President of the fir®@&uth/Southeast Asia operations, identifying ctossler
investment opportunities between the US and thsmelg the semiconductor, software, IT-Enabled #ew
and telecommunication industries. Mr. Lichauco lbagr 15 years of private equity and venture capital
experience and started his career with H&Q Phitippj Inc. where he served as Associate Director. Mr
Lichauco also worked with the Project Finance divisof ING Bank, in between his stints with Waldand
H&Q.

Mr. Lichauco received his Masters in Business Adstiation (MBA) with Honors from the Arthur D. Li&
School of Management in Chestnut Hill, Massachas&tEA. He also holds a Bachelor of Arts degreejoMa
in Economics from the Ateneo de Manila UniversityManila, Philippines.

Mr. Juan Kevin G. Belmonte is the president of Nuvoland, a real estate compand Philstar Global
Corporation which owns and operates philstar.corfeaaling internet portal. He sits on the Boardghaf
Philippine Star Group of Companies, IP E-Game Viegulnc., and Nuvoland. Mr. Belmonte was a parate
Arthur Andersen & Co./SGV & Co.

He received his Masters in Management from NortbevadUniversity, USA.

Mr. Roger Stone has had more than thirty (30) years experiencéhénareas of marketing, sales, software
development and executive management in the ITteledommunications industries. For a number ofyea
he ran his own consultancy business and leveraigegkposure to European, Asian & Pacific rim, Calnéind
Latin American business markets. He has spent al@@syears of his career working outside the United
Kingdom in Austria, Hong Kong, India, Philippinégietnam, Thailand and Costa Rica and has held senio
management posts in IT companies including CEO &fkabased plc. He graduated from Loughborough
University of Technology in the United Kingdom wigim Honours degree in Aero /Automotive Engineering.

Mr. Carlos G. Dominguezis a director of several publicly listed and ptev@ompanies in the Philippines. He
serves as Chairman/Director of RCBC Capital CorfimmaPresident and Director of Philippine Tobaédoe-
Curing and Redrying Corporation, Baesa Redevelopr@emnporation, C.G. Dominguez & Associates, Inc.,
Retail Specialists, Inc., Sports Specialist Worldlyilnc., Huntly Corporation, Halifax Capital Resms, Inc.,
and Director of Alsons Consolidated Resources,, IHouse of Investments, Inc., United Paragon Mining
Corporation, Shangri-La Plaza Corporation, and hNart Mindanao Power Corporation. He also senged a
Secretary of the Department of Agriculture and Bepartment of Environment and Natural Resourcemgur
the Aquino Administration from 1986 to 1989, andswdhe Chairman and Chief Executive Officer of
Philippine Airlines from 1993 to 1995. He took big Master of Business Administration from the Aderde
Manila Graduate School of Business, and also topkStanford Executive Program from the Stanford
University.



Mr. Juan Victor Tanjuatco is a holder of a Masters Degree in Business Adstration in Finance from
Wharton School of Finance and Commerce, Universfty’ennsylvania and a Bachelor of Arts Degree in
Economics from Ateneo de Manila University (cumdaly he has built up his work expertise through
extensive exposure in the United States with IBMd@elphia, in Hongkong with Credit Agricole Indasa
(formerly Banque Indosuez), in New Zealand alsdhvidainque Indosuez, and in the Philippines, withdsan
Indosuez, Manila Offshore Branch and the Bancomu@rinc. Mr. Tanjuatco is currently the ExecutWiee
President of Export and Industry Bank, Chairman Biréctor of Tincan Mobile Solutions, Inc., Directof
Ketmar Fast food Corp. and President of Tanjuateedlbpment Corp. and Tanay Central Rice Mill, Inc.

Mr. Emmanuel L. Jalandoni holds a Bachelors of Science Degree from the Atededlanila University
(1990), majoring in Management Engineering. Befomging the Company as the Chief Finance Offiddr,
Jalandoni was Chief Finance Officer for Edsamailditms Pte Ltd. an e-commerce company and Internet
Service Provider that pioneered the free emailisesvin the country. Prior to that, he was als® Pinogram
Sales Manager for Wholesale Banking Solutions asy#nAsia Division from 1998 to 2000, and held vas
positions at Citibank N.A., Manila branch from 19801997. As the current group Chief Finance @ffiof
IPVG, he is in charge of Accounting, Finance aneabBury operations of the parent company and of the
different subsidiaries.

Executive officers and Significant Employees of IP% and Subsidiaries

In addition toMr. Jaime Enrique Y. Gonzalezwho is the President and Chief Executive Officértte
Corporation (since 2003Mr. Roger Stonewho is the Deputy Chairman (since January 20089, Mr.
Emmanuel L. Jalandoni, the Chief Financial Officer (since May 2004), the otHexecutive officers and
Significant Employees of the Corporation and itbssdiaries — and members of the IPVG Management
Committee, are:

Reynaldo R. HuergasPresident, IP Converge Data Center Inc. (sincaalgr2006)

Rene is a seasoned executive with more than tweray{20) track record of successful sales and iz
business development, management and executiveiexpe in technology, telecommunications, and custo
service management in Asia and the United Statesor to joining IPVG, he was Managing Director of
myAyala Inc. Contact Center Solutions and ServiGesup from June 2005, and for Global Data Hub Inc.
(formerly Ayalaport Makati Inc.) from April 2004 tMay 2005, where he managed a full-scale data cente
operation. He spent ten years in Hong Kong, Siogaand Indonesia in companies where he occupieidrs
management positions, was Vice President for FIXetivorks Group of Globe Telecoms from 1994 to 1997,
and was Country Manager for Unisys World Trade tiadonesia and Singapore.

Steve TsadPresident, IP E-Game Ventures Inc. (since Jan2@oy)

Steve has held various management positions ovendg) years within the companies Dupont and Gayni
He has had specific experience in the wide scapdogiment of IT Solutions and Operational Integrasicof
Mergers & Acquisitions. Steve has an MBA from Bab<@ollege (presently ranked #1 for Entrepreneujship
and studied International Business at Harvard. eStevalso a pioneering MMOG gamer, starting soméhef
earliest MMOG communities and portals. He has egpee in consulting for some of the top MMOG
developers.

Eric P. ParagasPresident, IP Contact Center Outsourcing, Inccésifune 2005)

Eric is in charge of developing IPVG’s contact enand business process outsourcing initiatived, &as
responsible for managing initially the data cemfperations immediately after the acquisition froeaBh. He
was Managing Director of Riscuity Inc., the firsSUicensed and BOI-registered A/R portfolio mamagst
company in the Philippines, from August 2002 to iAR@004, where he was responsible for the Phifippi
operations including Project Management, IT, HurRasources and Training, Quality Assurance, Margetin
Strategic Planning and Implementation. Prior &,the was a consultant for Smart Communicatiort$ezsl of
Business Process Analysis and Design Departmenbil®dCommerce Group in 2001 and e-Commerce
strategist in Sun Microsystems Philippines Inc. iBess Consulting Services in 1999. He foundedngernet
development firm in 1997 called Agora IntegrateduSons Inc, and was head of Investment Centerttier
Subic Bay Metropolitan Authority. He holds a Degyia Finance and International Business, Minor iol@&)y

at the University of Texas, Austin, Texas (1991).



Warren Liu Chief Technology Officer (since November 2003)

Warren has over ten (10) years of experience inGhming and Technology Industry. He has consultetl a
managed network solutions for clients in the Unifdtes as well as throughout Asia. He is the feurad
Wewp!, one of the first gaming review websites, ethsubsequently made a successful transition tavate
financing group. He is the founder and directoMattual Batavia a pioneering company in the motzled
technology sector. He has been one of the piorigett'e MMOG space in terms of community and market
understanding.

Maria Eleonor A. Santiago Chief Legal Counsel and Corporate Secretary (dNmeember 2006)

Bebong obtained her Bachelor of Laws degree fraanShn Beda College of Law and Bachelor of Arts Begr
in Political Science from the University of the Rpines-Diliman. She took up the Strategic Bustes
Economics Program from the University of Asia ané Pacific. She started her law practice as andawoof
Medel Macam Del Rosario & Collado Law Offices thenSenior Associate of Romero Lagman Valdecantos &
Arreza Law Offices. In 1996, she joined Jaka Itwests Corporation as Corporate Legal Counsel whlege
practiced corporate law and handled cases fordka Group of Companies in various fields of lawhsas,
criminal, civil, administrative and immigration.

Jose Manuel S. FernandpVice President for Business Development (sincg RE07)

Manny has over 14 years experience in the telecanwations industry, having started his career ia th
industry way back in 1994. Prior to joining IPV& tvas the Senior Vice President/Chief Operatiorf&€¥fin
Wireless Services Asia Inc., the first-ever molitentent provider in the Philippines. Manny likewitmok
management positions in some of the top compamnidhd industry such as Isla Communications, Eritsso
Telecommunications Inc., and Sendo Internationdl LWith more than a decade of experience, Manrgy ha
gained extensive proficiencies in Commercial Pasgimp Programs, Business Development and P&L
Management. Manny is a founding member and diregftohe Internet and Mobile Marketing Associatioh
the Philippines (IMMAP) — the premier marketing @dation for organizations that utilize the interr@and
mobile as part or their entire business model. Magraduated with a degree in Business Management in
Ateneo de Manila University. He took his Master'sgiee in International Management at The American
Graduate School of International Management (Theid® in Arizona, USA.

Oleen Miranda, Vice President for Human Resources & Organizaflemelopment (Since May 2007)

Oleen has a doctorate in Organization Psychologyfthe Marshall Goldsmith School of Management,
California School of Professional Psychology, US3he is also a licensed psychologist with The Britis
Psychological Society in the UK, and has experigndeoth the business and public sector environmesie
has worked for institutions ranging from London Hibal and Holloway Prison in the UK, to blue chip
companies such as Ford and Chevron in the UK andHd6role in IPVG is to ensure continued and invprb
business performance across all subsidiaries widleeompany transitions from its dramatic growtlagshinto
well established market leader.

Antonio Jose Garcig Vice President for Investor Relations (Since R096)

Tonio is a Marketing graduate of De La Salle Unsigr with over 25 years experience in operations
management, stock brokerage and portfolio managesenurities dealing and customer service with AGJ
Securities Corp, Vantage Securities Corp. and U@BuSties Corp. He also has extensive experiendédn
creation, launching, development, and overall manamt of various businesses, more particularlyPtatweb
Corp., where he was formerly a Senior Vice Prediden

Gil Edeza, Vice President for Business Development (Sinece 2007)

Gil is the former Global CTO of Level-Up Games, drab been involved in major technology start-upthen
country such as Netopia, Wolfpac Communicationsl, bevel Up. He counts 18 years of experience @ th
Information Technology and Telecoms sectors, inclydis stint as the youngest Country Manager ofTan
Multinational Company — 3Com.

Alejandro James A. Chiongbian President, i-Pay Commerce Ventures Inc. (sincel 2007)



Dondi initially joined the IPVG group in 2006 aBaisiness Consultant/Project Director, and was unséntal

in the research, design and development of IPV@gment and remittance business. Prior to thiswas
connected with the Renoir Group from 2004 - 200ére; he specialized in the analysis and imple mientaf
organizational change which resulted in significaneasurable, and sustainable profit for companiesthe
banking, finance, logistics, manufacturing, proagagsmedical and health, real estate and telecormations
industries - across the Asia Pacific and the UnB&ates. From 1999 — 2001, Dondi held various jmositin
Eastern Shipping Lines and Eastern InternationastiRl Packaging Corp. He has an MBA from the Asian
Institute of Management in the Philippines and ko#d degree in Finance from the George Washington
University in Washington DC, USA.

Family Relationships

Mr. Jaime C. Gonzalez is the father of Jaime Emrijfu Gonzalez. Jaime Enrique Y. Gonzalez and Maftco
Santos are second cousins. Christopher Cox isdhén-law of Jaime C. Gonzalez and the brothdesm-of
Enrique Gonzalez.



IPVG CORP. AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
As of March 31, 2008 (Unaudited)



IPVG CORP. & SUBSIDIARIES

Audited Balance Sheet as of Dec. 31, 2007 & Unauglit Balance Sheet as of March 31, 2008

31-Mar-08 Dec. 31, 2007 Increase /
UnAudited Audited Decrease %
ASSETS
Current Assets
Cash (Note 1) 212,778,231 171,189,335 41,588,896 24%
Short-term Investments 0 125,000,000 -125,000,000 -100%
Receivables — net (Note 5) 595,404,136 261,927,015 333,477,121 127%
Due from related parties 188,570,055 139,594,522 48,975,533 35%
Inventory 10,782,911 12,180,647 -1,397,736 -11%
Prepaid expenses and Other Current Assets
(Note 6) 236,000,374 179,915,823 56,084,551 31%
Total Current Assets 1,243,535,708 889,807,342 353,728,366 40%
Noncurrent Assets
Investment in shares of stock 23,467,436 9,999,998 13,467,437 135%
Property Plant and Equipment - net (Note 7) 3700867 184,674,629 185,382,643 100%
Intangible Assets — net 707,922,755 322,714,757 385,207,998 119%
Deferred Income tax 133,476,942 32,429,508 101,047,434 312%
Other Assets 55,464,568 52,019,043 3,445,525 7%
Total Noncurrent Assets 1,290,388,972 601,837,935 688,551,037 114%
Total Assets 2,533,924,680 1,491,645,2771,042,279,403 11%
LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities
Accounts Payable and accrued expenses
(Note 8) 404,935,151 208,328,785 196,606,366 94%
Notes Payable (Note 10) 564,080,617 564,080,617 n.a.
Loans Payable — Current (Note 11) 105,197,950 1855128 12,822 0%
Current portion of obligations under finance
lease (Note 12) 4,175,091 5,674,156 -1,499,065 -26%
Advances from Officers & Stockholders 20,756,918 ,386,539 19,370,379 1397%
Income Tax Payable 15,817,425 12,077,835 3,739,590 31%
Unearned Revenue 50,117,322 32,988,795 17,128,526 52%
Other Current Liabilities (Note 9) 75,700,188 5L45 17,200,943 29%
Total Current Liabilities 1,428,394,758 424,140,482 1,004,254,275 237%
Noncurrent Liabilities
Loans Payable - Non current (Note 11) 19,096,536 , 96240150 -1,867,614 -9%
Notes Payable - Long-term (Note 10) 187,614,096 0 87,d14,096 n.a.
Obligations under finance lease (Note 12) 527,485 527,485 0 0%
Subscription Payable 7,666,092 7,666,092 0%
Accrued Retirement Liability 2,951,017 3,502,615 551,598 -16%
Other noncurrent liabilities 1,431,021 1,431,021 0%
Total Noncurrent Liabilities 219,286,246 34,091,362 185,194,884 543%
Total Liabilities 1,460,066,908 458,231,844 1,001,835,064 219%
Minority Interest 52,361,098 39,107,178 13,253,920 34%
Share in Accumulated Losses of a Subsidiary in
excess of Investment (2,857,980) (2,857,980) 0%
Stockholders' Equity 1,024,354,653 997,164,234 27,190,419 3%
Total Liabilities & Stockholders Equity 2,533,924,80 1,491,645,277 1,029,025,483 69%




IPVG CORP and Subsidiaries
Statements of Income
For the Quarter Ending March 31, 2008

March 31, 2008 March 31, 2007 Increase /
UnAudited UnAudited (Decrease) %
Gross Sales (Note 13) 832,264,438 156,170,263 0874,75 433%
Less: Discount 19,660,485 18,333,388 1,327,097 7%
Net Revenues 812,603,953 137,836,875 674,767,078 0949
Less: COST OF SERVICES 429,214,391 84,900,914 344,313,477 406%
GROSS PROFIT 383,389,562 52,935,961 330,453,601 624%
EXPENSES
Salaries, Wages and Benefits 149,657,321 14,758,834 134,898,487 914%
Communication, light & Water 25,334,173 2,288,457 23,045,716 1007%
Professional Fees 16,427,706 2,243,310 14,184,396 632%
Other Outside Services 25,376,308 524,991 24,851,317 4734%
Representation expenses 2,665,531 1,188,892 1,476,639 124%
Taxes and licenses 7,457,264 923,618 6,533,646 707%
Rental expenses 20,335,478 1,929,374 18,406,104 954%
Supplies & other Office expense 8,311,067 2,557,604 5,753,463 225%
Repairs and Maintenance 2,951,090 188,179 2,762,911 1468%
Advertising and Promotions 12,674,105 3,772,246 8,901,859 236%
Transportation and Travel 16,838,290 5,008,733 11,829,557 236%
Depreciation and Amortization
expense 31,723,520 9,787,045 21,936,475 224%
Miscellaneous expense 2,330,260 122,001 2,208,259 1810%
Commission expense 14,595,259 14,595,259 NA
Loss on Damages 0 0 NA
Provision for Doubtful expense 2,146,958 2,146,958 NA
Donation 300,550 300,550 NA
Research & Development expense 0 0 NA
Total Operating Expenses 339,124,880 45,293,284 293,831,596 649%
Income (Loss) From Operations 44,264,682 7,642,677 36,622,005 479%
Other Income/Expenses
Bank charges (1,578,548) (262,713) (1,315,835) 501%
Interest Income 3,946,164 117,955 3,828,209 3245%
Interest Expense (14,020,081) (1,279,703) (12,748),3 996%
Other Income/Expense 1,205,958 316,190 889,768 281%
Gain/loss on forex 2,864,238 (405,497) 3,269,735 -806%
Other Income/Expense (7,582,269) (1,513,768) (6,068,501) 401%
Income (Loss) Before Share in Net
Losses (Income) 36,682,414 6,128,909 30,553,505 499%
Share in Net Losses (Income) of
Consolidated Subsidiaries in excess of
Investments 13,253,920
Income (Loss) Before Tax 23,428,494 6,128,909 17,299,585 282%
Provision for Income Tax 1,538,074
Net Profit (Loss) After Tax 21,890,419 6,128,909 J53,505 499%
Earnings (Loss) Per share 0.0589 0.0108 0.048 444%
Outstanding Shares 622,948,863 565,831,163 57007,7 10%



IPVG Corp and Subsidiaries
Consolidated Statement of Cashflow
For the Period ended March 31, 2008 and December 32007

March 31, 2008  Dec. 31, 2007  March 31, 2007
UnAudited Audited UnAudited
CASHFLOWS FROM OPERATING ACTIVITIES
Net Income (loss) before tax %&'&""( ( 183,984,382 6,128,909
Adjustments for:
Gain (loss) on disposal of property and equipment (58,218,139)
Depreciation, Amortization 31,723,520 51,570,924 9,787,045
Stock options benefit
Interest expense 14,020,081 10,753,352
Loss on disposal of property and equipment
Interest Income (3,946,164) (8,273,535) (117,955)
Impairment losses 3,553,040
Operating loss before working capital changes 94K 776 183,370,024 15,797,999
Changes in operating assets and liabilities
Decrease (increase) in:
Receivable (333,477,121)  (116,439,101) (13,305,536)
Due from related parties (48,975,533)  (192,798) (13,665,985)
Inventory 1,397,736 (9,244,366) 1,161,938
Prepayments and other current assets G698 (161,031,512) (7,150,815)
Deferred Income Tax (98,845,918)
Increase (Decrease) in:
Accounts Payable and accrued expenses 60B866 94,457,308 18,546,688
Other Current Liabilities 17,219,923 17,279,988 5,699,067
Unearned Revenue 17,109,546 (2,502,421)
Accrued Retirement (551,598) 1,342,810
Cash Provided by (used) in Operations (227,1213,299126,960,068) 7,083,356
Interest received 3,946,164 5,702,424 117,955
Income taxes paid (6,488,231) -
Interest paid (14,020,081) (10,753,352) -
Net Cash Provided by (used in) Operating Activitie (237,195,217  (138,499,227) 7,201,311
CASHFLOWS FROM INVESTING ACTIVITIES
Increase in goodwill (362,679,722)  (271,530,070)
Increase in Investment of Shares of Stock (134877, (5,375,000)

Proceeds from disposal of property and equipment
Acquisitions (Disposal) of:

Property and equipment

Intangible Assets
Proceeds from Short-term Investments

(211,025,512)  (142,080,8
(28,608,927)  (48,960,218)
125,000,00(1.25,000,000)

(11,909,635)
(12,120,671)

Decrease (increase) in other noncurrent assets 7,638,359)

Additional investments in associates and joint uent (2,499,998)

Increase in other assets (3,445,525) 0
Net Cash used in Investing Activities (494,227,3p  (637,707,489) (29,405,306)
CASHFLOWS FROM FINANCING ACTIVITIES

Proceeds from loans 102,293,097 0
Repayment of loans (1,854,791) (13,146,587) (5,067,183)
Increase (decrease) in obligations under findease (1,499,065) (5,369,410) (1,253,800)
Increase (decrease) in other noncurrent ligdslit (3,279,906) (887,312)
Increase (decrease) in Notes Payable 751,694,713
Proceeds from Issuance of shares of stock 0noBo 147,965,795 10,000,000
Deposits for Future Subscription
Decrease (Increase) in share in accumulated lo$ses
subsidiaries in excess of investments 11,075,085
Advances from officers and stockholders 19,379, (4,426,563)
Increase in Additional paid-in capital 4,250,000 654,765,312 274,817
Additions to minority interest 9,853,964
Net Cash Provided by Financing Activities 773,01236 899,730,787 3,066,522
Net Increase / (Decrease) in Cash and Cash Equisgal 41,588,896 123,524,071 -19,137,472
Cash and Cash Equivalents at the Beginning oY dar " "H#'%% 47,665,264 47,665,264
Cash and Cash Equivalents at the End of the Period 212,778,231 171,189,335 28,527,791



IPVG Corp and Subsidiaries
Consoldated Statement of Changes in Stockholders Hity

3 Mo Period 12 Mo Period 3 Mo Period
Ending Ending Ending
31-Mar-08 Dec. 31, 2007 31-Mar-07
CAPITAL STOCK UnAudited Audited UnAudited

Common Stock

Balance at Beginning of Period 622,948,863 430,883,068 430,883,068

Conversion of Advances from Stockholders to

Equity

Transfer From Deposit for Future Subscription

Issuances during the year 1,050,000 192,065,795 10,000,000

Balance at the end of the Period 623,998,863 622,948,863 440,883,068
Additional Paid In Capital

Balance at Beginning of year 770,532,758 115,767,446 115,767,446

Additions during the year 4,250,000 654,765,312

Paid-In Capital from Issuance of Shares of

Stock 274,817

Balance at the end of the Period 774,782,758 770,532,758 116,042,263
Deposits for Future Subscription

Balance at Beginning of Period 1,009,333 45,109,333 45,109,333

Conversion of Advances from Affiliates to

Equity

Issued as Common Stock

Transfer to Additional Paid In Capital

Additional Deposits during the Period (44,10m)

Balance at the end of the Period 1,009,333 1,009,333 45,109,333

Common Stock Options Outstanding

DEFICIT
Balance at Beginning of Period
Net Income (Loss)
Balance at the end of the Period

TREASURY STOCK - 97,510 shares

Minority Interest
Balance at Beginning of the year
Additions during the year
Share in Net Income (loss) during the year
Issuance of shares
Balance at the end of the Period

Total Stockholders Equity

(397,242,831)
21,890,419
(375,352,412)

(83,888)

39,107,178
13,920
0
52,361,098

1,076,715,752

3(384,584)
146,491,753
9@B242,831)

(88)88

6,208,597

9,853,964

23,044,617

39,107,178

1,036,271,413

(543,734,584)
6,128,909
(537,605,676)

(83,888)

(3,080,388)
(12,434,888)
21,723,873
6,208,597

70,553,697




IPVG Corp. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Unaudited

1. Corporate Information

IPVG Corp. (the Parent Company) is a company imuated in the Philippines and listed in the
Philippine Stock Exchange (PSE). The Parent Cowipgrimary purpose is to invest its funds in
information technology businesses, as well as emgagmanagement of investment in media and
information technology industry, and to engagehi business of providing internet, intranet, ex@tan
content delivery, non-regulated on-line gaming, -negulated computer game retailing, call centers,
data center and value-added services to any anypas of information technology users, whether
private or government-owned, in the local, regiomadl global markets, including but not limited to
reselling manufacturing, assembling, processingdpeing, inventing and developing, any and all
kinds of communication products and services; pasehsale, import and export, license, distribution
and rental of any computer hardware, equipmentadindther types of similar or allied products and
the components thereof; engage in e-commerce,dimglbut not limited to purchase, sale, import and
export distribution and marketing at wholesale eatdil insofar as may be permitted by law, all lind
of goods, commodities, ware and merchandise ofyekerd and description through the use of
internet, intranet, extranet and other value-addadices; and in consequence or as may be nedgssari
useful and convenient in the premises, carry onwamtrtake such activities which may be reasonably
and conveniently carried on in connection with ocidental to the above purpose, or calculated,
directly or indirectly, to enhance the value ofrender profitable, any of the Corporation’s propent
rights.

The Parent Company'’s registered office address34"aFloor, Tower 2, RCBC Plaza, Ayala Avenue,
Makati City.

The consolidated financial statements of IPVG Campd Subsidiaries (the Group) as of and for the
quarter ended March 31, 2008 are authorized foaisse by the Management CommitteeMey 15,
2008subject to adjustments based on internal and eadtacrdit.

2. Summary of Significant Accounting Policies

Adoption of New Standards, Revised Standards, Amemds to Standards and Interpretations
The FRSC approved the adoption of new standarg&ee standards, amendments to standards and
interpretations.

New Standard and Amendment to Standard AdoptedOn 2
Effective January 1, 2007, the Group adopted thewiing new standard and amendment to standard
which are relevant to its operations:

PFRS 7, Financial Instruments: Disclosuresintroduces new disclosures to improve the
information about financial instruments. It reqsire disclosure of quantitative and qualitative
information about exposure to risks arising fromaficial instruments, including specified
minimum disclosures about credit risk, liquiditgkiand market risk, as well as sensitivity analysis
to market risk. It replaces the disclosure requéets of PAS 32 Financial Instruments:
Disclosures and Presentatioddoption of this standard resulted in the inclusimnadditional
disclosure on the consolidated financial statemgeis Note 4).

The Group adopted the amendment to the transitjpreeisions of PFRS 7 as approved by the
FRSC of the Philippines, which gives transitoryigklwith respect to the presentation of

comparative information for the new risk disclosusbout the nature and extent of risks arising
from financial instruments. Accordingly, the Grodjg not present comparative information for

the disclosures required by PFRS 7, unless théodises were previously required under PAS 32;
and



Amendment to PAS 1Presentation of Financial Statements - Capital Risares introduces
disclosures about the entity's objectives, policied processes for managing capital; quantitative
data about what the entity regards as capital; lvenethe entity has complied with any capital
requirements; and if it has not complied, the cqnsaces of such non-compliance. Adoption of
these amendment resulted in inclusion of additiadiatlosures in the consolidated financial
statements (see Note 4).

New Standard, Revised Standards, Amendment toéthadd Interpretations Not Yet Adopted

PFRS 80perating Segmentsequires an entity to adopt the “management agpro@® reporting
segment information. It is required for adoptiorlyoby entities whose debt or equity instruments
are publicly traded, or are in the process of diliwith the Philippine SEC for the purposes of
issuing any class of instruments in a public mark&FRS 8 is effective for annual periods
beginning on or after
January 1, 2009 and will replace PAS $égment Reporting

Revised PFRS Business Combinationincludes in its scope business combinations inrgl
only mutual entities, and those in which separatities or businesses are brought together to
form a reporting entity by contract alone. All lmess combinations are accounted for by applying
the acquisition method (referred to previously he purchase method). Revised PFRS 3 is
effective for annual periods beginning on or aftgly 1, 2009;

Revised PAS 1Presentation of Financial Statementkis revised standard will be effective for
financial years beginning on or after January Q20 accordance with the revised PAS 1, the
statements of changes in equity shall include dragsactions with owners, while all non-owner
changes will be presented in equity as a singke With details included in a separate statement.
Owners are defined as holders of instruments ¢ladsis equity.

In addition, the revised PAS 1 provides for theddtiction of a new statement of comprehensive
income that combines all items of income and expaesognized in the statements of income
together with “other comprehensive income”. Theigiens specify what is included in other
comprehensive income, such as gains and lossesailalde-for-sale assets, actuarial gains and
losses on defined benefit pension plans and changbg asset revaluation reserve. Entities can
choose to present all items in one statement, gorésent two linked statements, a separate
statement of income and a statement of compreremstome;

Revised PAS 23Borrowing Costsremoves the option to expense borrowing costs agdines
that an entity capitalize borrowing costs diredlyributable to the acquisition, construction or
production of a qualifying asset as part of thet @dghat asset.Revised PAS 23 is effective for
annual periods beginning on or after January 19200

Amendment to PAS 27Consolidated and Separate Financial Statementtates mainly to
changes in the accounting for non-controlling iestrand the loss of control of a subsidiary.
Amendment to PAS 27 is effective for annual peribeginning on or after July 1, 2009;

IFRIC 11,PFRS 2 - Group and Treasury Share Transactialescribes how to apply PFRS 2,
Share-based Paymento share-based payment arrangements involvingrdity’'s own equity
instruments and share-based payment arrangemestibsifliaries involving equity instruments of
its parent company. IFRIC 11 is effective for amnperiods beginning on or after January 1,
2008;

IFRIC 13, Customer Loyalty Programmeaddresses the accounting by entities that opeoate
otherwise participate in, customer loyalty progragsnfior their customers. It relates to customer
loyalty programmes under which the customer careerd credits for awards such as free or
discounted goods or services. IFRIC 13 is effector annual period beginning on or after July 1,
2008; and

IFRIC 14,PAS 19 Employee Benefits - The Limit on a DefinedeBt Asset, Minimum Funding
Requirements and their Interactiodarifies when refunds or reductions in futureteiutions in
relation to defined benefit assets should be reghi@s available and provides guidance on the
impact of minimum funding requirements (MFR) on lsassets. It also addresses when a MRF



might give rise to a liability. IFRIC 14 is effée¢ for annual periods beginning on or after
January 1, 2008.

Under prevailing circumstances, the adoption ofabeve new standard, revised standards, amendment
to standard and interpretations are not expecteldat® a material effect on the Group’s financial

statements.

The following summary explains the significant asoting policies which have been adopted and
consistently applied in the preparation of the otidated financial statements.

Principles of Consolidation
The consolidated financial statements include teants of the Parent Company and the individual

accounts of the following subsidiaries:

Proportion of Ownership

Interest Held by Effective  Equity

Parent Interest of the
Name of Subsidiary Company Subsidiary Parent Company
IP Converge Data Center Inc. (IPCDC) 100.00% 100.00%
IP-Converge Pte. Ltd. (IPCP) 100.00% 100.00%
IP Converge Data Services, Inc. (IP55S) 100.00% 100.00%
IP Contact Center Outsourcing Inc. (IPCCO) 100.00% 100.00%
International On-line Games, Inc. (I08) 100.00% 100.00%
Station 168 Corp. (S168) 100.00% 100.00%
IP E-Game Ventures Inc. (IPEG) 71.01% 71.01%
Ran On-line, Inc. (RO® 100.00% 71.01%
Prolexic Technologies 100.00% 100.00%
Interactive Teleservices Corporation (Influent) V(%) 70.00%
Megamobile 70.00% 70.00%
I-Pay Commerce Ventures Inc. (iPCV) 57.00% 57.00%
IP Distance Learning Ventures Inc. (IPIY.) 60.00% 60.00%
Single Search Philippines, Inc. (SSPI) 50.94% 50.94%
Next Sequel Interactive Inc. (N1 33.33% 33.33%

(a) has not started commercial operations
(b) dormant

IPCDC is a company registered and incorporatedhe Rhilippines to develop, produce, design,
integrate, sell, buy or otherwise deal with goodsl aervices in connection with the transmission,
receiving, or exchange of voice, data, video orfany or kind of communication.

IPCP is a company registered and incorporated rigepiore to carry on the business of an internet
access/service provider. IPCP was incorporated ubyn 23, 2007 and has not started commercial

operations.

IPDS is a company registered and incorporated é Rhilippines to render various services and
applications such as data center services, coitocaervices and managed services. IPDS was
incorporated on September 6, 2005 and has noedtadmmercial operations.

IPCCO is a company registered and incorporatechénRhilippines to engage in business process
outsourcing activities and operate as a contadecen

IOG is a company registered and incorporated irPthiéppines to engage in the business of intevacti
gaming and content distribution, catering to thealpregional and global market and provide intgrne
intranet, extranet and other value-added servi@#.was incorporated on January 1, 2005 and has not

started commercial operations.

S168 is a company registered and incorporateceifPtiilippines to engage in the business of progidin
computer and internet service to the public suchntesactive online gaming, internet access, ledse



computer, and any other incidental services thei®1®8 was incorporated on July 12, 2006 and has
not started commercial operations.

IPEG is a company registered and incorporated @ Rhilippines to engage in the business of
interactive gaming and content distribution.

ROl is a company registered and incorporated irPthiéppines to engage in the business of intevacti
gaming and content distribution. ROI was incorpena on
August 3, 2006 and has not started commercial tipas

IPAY is a company registered and incorporated i Ehilippines to provide end-to-end payment
solutions, card issuance platforms, payment vehilitked to electronic wallets, switching solutions
remittance services, and any other value addedicssrvfor payment processing. IPAY was
incorporated on April 16, 2007 and has not stactedmercial operations.

IPDL is a company registered and incorporated éRhilippines to provide English learning services
through learning centers, e-mail, internet, pharel any other means of communication. IPDL was
incorporated on April 24, 2007 and has not stactadmercial operations.

SSPI is a company registered and incorporatedeifPtiilippines to primarily engage in the busingss o
website and data maintenance, phone line servéces providing relationship matchmaking services
for Filipino citizens over the internet. SSPI lsaspended its operations in 2004.

NSI is a company registered and incorporated irPthippines primarily engaged to create, produce,
operate, maintain and carry out audio, visual amdicavisual materials including but not limited to
presentations, promotions, commercials, and doctaries through any medium of communication or
telecommunication. NSI has suspended its operatin@605. Although the Parent Company controls
less than 50% of the voting shares of stock of NiShas the power to govern the financial and
operating policies of the aforementioned entityccérdingly, NSI was included in the consolidation.

Subsidiaries are entities controlled by the GroQpntrol exists when the Group has the power to
govern the financial and operating policies of atitg so as to obtain benefits from its activitieln
assessing control, potential voting rights that aterently exercisable are taken into account.
Subsidiaries are consolidated from the date corigalransferred to the Group and cease to be
consolidated from the date control is transfernetdad the Group.

The financial statements of the subsidiaries aepamed for the same reporting year using uniform
accounting policies for like transactions and otbeents in similar circumstances. All significant
intragroup account balances and transactions vienenated in the consolidated financial statements.

Non-derivative Financial Instruments

Non-derivative financial instruments comprise o$ltashort-term investments, receivables, due from
related parties, deposits, accounts payable andietexpenses, loans payable, obligations under
finance lease, advances from officers and stocldns|dother current liabilities and subscriptions

payable.

Non-derivative financial instruments are recognizatlally at fair value plus any directly attritalile
transaction costs. Subsequent to initial recogmjtnon-derivative financial instruments are meagur
as described below.

Cash
Cash includes cash on hand and in banks. Casinkstearns interest at the respective deposit rates

Receivables

Receivables are recognized and carried at origivaice amounts less allowance for any uncolleetibl
amount. An estimate for doubtful accounts is matien collection of the full amount is no longer
probable.



Investments in Shares of Stock
Investments in shares of stock of companies areumted for by the cost method. Under this method,
investments are carried at cost less impairmeselgdf any.

Property and Equipment
Property and equipment are stated at cost lessradated depreciation, amortization and impairment
losses, if any.

Initially, an item of property and equipment is reeged at its cost, which comprises its purchasgepri
and any directly attributable cost of bringing #sset to the location and condition for its intehdse.
Subsequent costs are added to the carrying ambtimt asset when it is probable that future economi
benefits associated with the asset will flow to @®up. Costs of day-to-day servicing of an aaset
recognized as expenses in the period in which éheyncurred.

Depreciation is computed using the straight-linghmd over the estimated useful lives of the assets.
Leasehold improvements are amortized over the atinuseful lives of the improvements or the term
of the lease, whichever is shorter.

The estimated useful lives of property and equipraea as follows:

Number of Years

Computer equipment 3-5
Office furniture and equipment 3-5
Network equipment 7-10
Leasehold improvements 5-7

The useful lives and depreciation and amortizati@thod are reviewed at each balance sheet date to
ensure that such useful lives and depreciatioraamottization method are consistent with the expukecte
pattern of economic benefits from those assets.

When an asset is disposed of, or is permanentlydvatvn from use and no future economic benefits
are expected from its disposal, the cost and aclatetl depreciation, amortization and impairment
losses, if any, are removed from the accounts agdesulting gain or loss arising from the retiremne
or disposal is reflected in current operations.

Intangible Assets
Intangible assets consist of computer software wiianeasured at cost less accumulated amortization

and impairment loss, if any. Amortization is comgmlitusing the straight line method over the
estimated useful lives of three (3) to five (5) ea

Intangible assets also include acquired goodwillictvhrepresents the excess of the cost of the
acquisition over the fair value of the net ideiatifie assets at the date of acquisition. Goodw#tased

at cost less impairment loss, if any. Goodwilréviewed annually or more frequently if events or
changes in circumstances indicate the carryingevalay be impaired.

The useful lives of intangible assets are assessbd either finite or indefinite. Intangible assetith
finite lives are amortized over its useful life aatk assessed for impairment whenever there is an
indication that the intangible asset may be immhifEhe amortization period and the amortization
method for an intangible asset with a finite usdifiel are reviewed annually or earlier whenever an
indicator of impairment exists.

Revenue Recognition

Revenue is recognized when it is probable thatettenomic benefits associated with the transaction
will flow to the Group and the revenue can be t#liameasured. Revenue is generally recognized
upon the performance of the related service.




Impairment of Assets

The carrying amount of the Group’s non-current &ssee reviewed at each balance sheet date to
determine whether there is any indication of impaint. If any such indication exists, the recovkrab
amount of the impaired asset is estimated.

An impairment loss is recognized whenever the dagrgmount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment loasesecognized in the consolidated statements of
operations.

The recoverable amount of non-current assets igtbater of fair value less costs to sell and vatue
use. In assessing value in use, the estimatedefash flows are discounted to their present value
using a pre-tax discount rate that reflects curmeatket assessments of the time value of money and
the risks specific to the asset. For an assetdib@s not generate cash inflow largely independént
those from other assets, the recoverable amoulgtésmined for the cash-generating unit to whieh th
asset belongs.

An impairment loss is reversed if there has bearhange in the estimates used to determine the
recoverable amount. An impairment loss is reversdy to the extent that the asset’s carrying arhoun
does not exceed the carrying amount that would Haeen determined, net of depreciation or
amortization, if no impairment loss had been recoaph

Share-Based Payment Transactions
Certain employees receive remuneration in the fofnshare-based payment transactions, whereby
employees render services in exchange for shanéghts over shares (“equity-settled transactions”)

The cost of equity-settled transactions with empésyis measured by reference to the fair valubeof t
stock options at the date at which they are grafdss the established stock option price of P1 per
share. Fair value is determined using the clositg listed in the PSE.

The cost of equity-settled transactions is recaghizogether with a corresponding increase in gguit
over the period in which the option can be exettise

Leases

Leases in which a significant portion of the rigsl rewards of ownership are retained by the lessor
are classified as operating leases. Payments mader operating leases are recognized in the
consolidated statements of operations on a stréiighbasis over the term of the lease.

On the other hand, leases where substantiallyhalrisks and benefits incidental to the ownersliip o
leased properties are transferred to the lessedamsified as finance lease. Minimum lease paysnen
under finance lease are apportioned between tladen charge ad the reduction of the outstanding
liability. The interest expense component of ficatease payments is recognized in the consolidated
statements of operations using the effective istare method.

Borrowing Costs
Borrowing costs are expensed as incurred.

Retirement Cost

Retirement cost is computed based on Republic Act ™41 (RA 7641) entitled “Retirement Pay
Law” which provides that all employees regardlefspasition, designation or status and irrespeabive
the method by which the wages are paid are entittedetirement benefits provided under (a)
compulsory retirement at the age of sixty-five (§6) optional retirement at sixty (60) or more bot
65 and have served at least five years in the Caypa

Income Taxes

Income tax on the profit or loss for the year cosgs current and deferred income tax. Incomegax i
recognized in the consolidated statements of opesatexcept to the extent that it relates to items
recognized directly in equity, in which case itégognized in equity.

Current income tax is the expected tax payablehentéaxable income for the year, using tax rates
enacted at the balance sheet date, and any adjustrtax payable in respect of previous years.



Deferred income tax is provided using the balasiceet liability method. Deferred tax assets are
recognized for the future tax consequences ataidatto temporary differences between the carrying
amounts of assets for financial reporting purpasesthe amounts used for taxation purposes and the
carry forward tax benefits of the net operatingslearryover (NOLCO) and the minimum corporate
income tax (MCIT) over the regular corporate incotag. The amount of deferred tax provided is
based on the expected manner of realization ot#éine/ing amount of assets and liabilities, using ta
rates enacted at the balance sheet date.

A deferred tax asset is recognized only to thergxteat it is probable that future taxable profiidl be
available against which the asset can be utilipederred tax assets are reduced to the extenittisat
no longer probable that the related tax benefit lvélrealized. The carrying amount of the defeteed
asset is reviewed at each balance sheet date dunceckt if appropriate.

Related Party Transactions

Parties are considered to be related if one pasytine ability, directly or indirectly, to contrible other
party or exercise significant influence over thkestparty in making financial and operating degcisio

It includes companies in which one or more of tlireeaors and/or controlling interest or are in a
position to exercise significant influence therein.

Foreign Currency Translation

The functional and presentation currency of theupris the Philippine Peso. Transactions in foreign
currencies are recorded in Philippine peso basetherexchange rates prevailing at the transaction
dates. Foreign currency denominated monetary sasset liabilities are translated into Philippines
peso using the prevailing exchange rate at balaheet date. Exchange gains or losses arising from
translation of foreign currency denominated iterhgages different from those at which they were
previously recorded are credited or charged toaijmars.

Income / (Loss) per Share

Income or Loss per share is computed by dividingimsome or loss applicable to common stock by
the weighted average number of common shares adista during the year, with retroactive
adjustments for any stock dividends declared.

Subsequent Events

Post quarter-end events that provided additionfrination about the Company’s position at the
balance sheet date (adjusting events) are recabmizehe financial statements. Post quarter-end
events that are not adjusting events are discliostgk notes to the financial statements when rizdter

3. Management's Use of Estimates

The preparation of the consolidated financial stetlets in conformity with PFRS requires
management to make estimates and assumptions ffeat the amounts reported in the financial
statements. The estimates and assumptions usedheinfinancial statements are based upon
management’s evaluation of relevant facts and nmistances as of the date of the financial statements
Actual results could differ from such estimates.

PAS 1,Presentation of Financial Statementshich was adopted by the Group effective Jandary
2005, requires disclosure about key sources ahasittn, uncertainty and judgments management has
made in the process of applying accounting policiEse following presents a summary of these
significant estimates and judgments:

Estimating allowance for doubtful accounts

The Group maintains allowances for doubtful accswatta level considered adequate to provide for
potential uncollectible receivables. The level bistallowance is evaluated by management on the
basis of factors that affect the collectibility atcounts. The Group reviews the age and status of
receivables, and identifies accounts that are forbeided with allowances on a continuous basis.



Estimating useful lives of property and equipment etangible assets

The Group estimates the useful lives of propertg aguipment and intangible assets based on the
period over which the assets are expected to b#éahlefor use. The estimated useful lives of
property and equipment are reviewed at each balsineet date and are updated if expectations differ
from previous estimates due to physical wear aad technical or commercial obsolescence and legal
or other limits on the use of the assets. In a@mhitestimation of the useful lives of property and
equipment and intangible assets is based on deke@ssessment of industry practice, internal
technical evaluation and experience with simileses It is possible, however, that future resolts
operations could be materially affected by charigesstimates brought about by changes in factors
mentioned above.

Asset impairment

The Group assesses impairment on assets whenemetsen changes in circumstances indicate that
the carrying amount of an asset may not be recbilera The factors that the Group considers
important which could trigger an impairment revigwlude the following:

Significant underperformance relative to the expéchistorical or projected future operating
results;

Significant changes in the manner of use of theimed assets or the strategy for overall business;
and

Significant negative industry or economic trends

In determining the present value of estimated futcash flows expected to be generated from the
continued use of the assets, the Group is requoedhake estimates and assumptions that can
materially affect the consolidated financial staderms.

Deferred income tax

The Group reviews its deferred income tax asseeaelh balance sheet date and reduces the carrying
amount to the extent that it is no longer probahée sufficient taxable profit will be available &iow

all or part of the deferred income tax asset tautiezed. However, there is no assurance that the
Group will generate sufficient taxable profit tdoaV all or part of the deferred income tax assetba
utilized.

4. Cash

This account consists of the following:

31-Mar-08 31-Dec-07 30-Sep-07 30-Jun-07
Cash on Hand 153,002 110,000 125,000 80,000
Cash in banks 212,625,230 171,079,335 754,198,928 4,932,872

Total 212,778,231 171,189,335 754,323,928 25,017,872




5. Receivables
This account consists of the following:
31-Mar-08 31-Dec-07 30-Sep-07 30-Jun-07
Trade Receivables
IPVG Corp. 85,696,987 71,241,484 71,515,343 10,760,023
IP Converge Data Center 92,869,914 75,974,155 77,754,736 71,312,518
IP E-game Ventures, Inc. 3,451,267 6,689,209 23,452,968 17,036,986
IP Contact Center Outsourcing 18,633,684 17,294,515 19,789,733 1,272,300
IP Converge Pte Ltd. 25,699,527 16,966,477
Megamobile 759,156
Interactive Teleservices Corp. 246,925,615
Prolexic Technologies, Inc. 19,193,264
Notes Receivable 4,456,907
Other Receivables 5,198,858 79,668,155
Other Receivables — IPVG overseas 100,000,000
Interest Receivable 2,571,111 1,993,542
Advances to Projects 404,510 216,097 18,081,345 20,141,875
Others 5,115,413 102,088 3,381,536 2,231,567
Total 608,405,102 270,723,291 215,969,203 122,755,269
Less: Provision for Impairment (13,000,965) (8,296, (5,989,669) (5,989,669)
Eliminating Entries
Net 595,404,136 261,927,016 209,979,534 116,765,600

The increase in this account is attributed in dalkhe inclusion of combined Php266.9Million recdiles

from Influent, Prolexic and Megamobile. Advance®tojects represent amounts spent by the company fo

third-party projects which are due for billing a®s as commercial agreements are executed.

The Table below shows the aging of receivables:
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6. Prepaid Expenses and Other Current Assets

This account consists of the following:
31-Mar-08 31-Dec-07
Prepaid expenses 61,119,463 16,708,156 '$$ B # (S
Prepaid advertising 23,223,200 23,223,200
Deposit -Indefeasible rights of use in cable 118,030,000 118,030,000
system
Deposits 19,163,438 18,752,979 $ &"&% (&%
Creditable withholding taxes 2,672,306 2,125,475 "0 '(# 'S
Input value added taxes (VAT) 15,723,978 4,363,491 %' % #" ‘& &
Output Tax (5,028,229) (4,363,491)
Others 1,096,218 1,076,012 S(## $(# #
236,000,374 179,915,823




7. Property, Plant and Equipment

The movement of this account consists of the falhaw

Office Furn Office Computer Transpo. Machinery Network Leasehold Telemarketing Sofware
& Fixtures Equipt. Equipt. Equipt. & Equipt. Equipment Imp. Equipment
Cost:
Beginning Balance 6,181,528 25,742,083 53,185,065 5,340,121 24,96/1,751 88,5[12,119 46,002,928 0
Q‘;‘:'tz'ggi from January — 1,713,010 82,652,904 182,274,826 6,156,208 51785.71 48,732,880 82,000,699 237,984,562 432232
Adjustments
Sg(')asnce as of March, 7,894,534| 108,394,991 235,460,091 11,496,329 25013537  137,244,998,003,627 237,984,562 43,223,205
Accumulated
Depreciation
Beginning Balance 3,014,58p 2,643,565 19,650,401 1,043]825 18,230,489 11,249,360 9,115,273 0
_Dm?;anz%%gom January 475398| 50,438,841 92,562,077 2,181,735 581,797 29,680,814 53,741,059 229,484,373 397510
Balance as of March, 2008 3,489,98 53,082,405 112,212,478 3,225,560 18,816,286 40,980,174 63[166,332 229,984,373 39,751
Carrying amount:
Beginning Balance
Balance as of March 2008 4,404,55 55,312,587 123,247,612 8,270,769 6,197,251 96,314,824 64,837,295 8,000,189 B,472,
8. Accounts Payable and Accrued Expenses
This account consists of the following:
31-Mar-08 31-Dec-07 30-Sep-07 30-Jun-07
Accounts payable 269,378,015 192,472,894 202,269,542 158,089,558
Accrued expenses 131,820,931 13,822,327 20,165,523 17,131,116
Others 3,736,205 2,033,564
404,935,151 208,328,785 222,435,065 175,220,674
The increase in this account is due to the incrempayables to various suppliers and contractors.
9. Other Current Liabilities
This account consists of the following:
31-Mar-08 31-Dec-07 30-Sep-07 30-Jun-07
Customer Deposits 46,497,681 43,494,183 45,122,460 39,401,396
Output VAT - net 14,060,004 1,840,900 10,126,076 9,781,662
Salaries Payable 4,458,228 3,852,740 3,861,465 3,521,092
Interest expense payable (253,801) 1,108,049 1,108,049
Unearned Service Income 31,625,697 31,858,076
Withholding taxes payable 8,584,755 3,923,043 5,259,893 3,162,115
Advances from Customers 1,159,950 2,332,803 2,323,555
Advances rent - net 964,516
Payable to Reach 964,516 0
Others 228,856 4,423,862 2,975,596 2,284,294
75,700,188 58,499,244 102,412,039 93,440,239

The increase in this account is attributed to tieedase in Customer Deposits through advance pagmen
from customers of IP Converge, advance paymenis Bestributors of Egames, and Salaries payable.



10. Notes Payable

31-Mar-08
Influent 728,882,376
Prolexic 22,812,337
751,694,713
Less: Non-current portion
Influent 187,614,096
564,080,61

As part of IPVG's acquisition agreement with InfitePhp320.35Million of Influent’s notes payablealtbe
waived upon closing of transactions i{f Quarter 2008.

11. Loans Payable

This account consists of:

Malayan Bank loan (MB loan) 50,000,000
Unicapital, Inc. loan (UC loan) 46,489,000
Export and Industry Bank ( EIB loan) 21,454,500
RCBC Savings Bank loan (RCBC loan) 5,550,967
Others 800,020
124,294,487
Less: noncurrent portion
EIB loan 14,956,575
RCBC loan 4,139,961
Others
19,096,536
105,197,950

12. Obligations Under Finance Lease

In 2006 and 2005, the Parent Company sold anddeaaek certain computer equipment for a period
of three (3) years under finance lease agreeméhtRC| Leasing and Finance, Inc., in behalf of IP
Egames. The stated interest rate for the finaraseles 18% per annum.

As of March 31, 2008, the details of the obligasiamder finance lease are as follows:

Minimum Lease

Principal Interest Payments
Less than one year 4,175,091 352,520 4,527,611
Between one and three years 527,485 15,191 542,676
4,702,576 367,711 4,334,864

13. Service Revenue

This account consists of the following:

For Three Months Ending
31-Mar-08 31-Dec-07 30-Sep-07 30-Jun-07

Communications
IP Converge Data Center 97,986,223 102,089,397 109,260,450 105,755,799



Prolexic Technologies, Inc.

94,985,946
IP Converge Pte Ltd. 8,161,729 18,294,026
Online & Mobile Games
IP E-game Ventures, Inc. 112,044,071 75,753,298 63,493,261 50,666,640
Megamobile Inc. 1,309,200
IPVG (Overseas) 11,657,861
BPO
IP Contact Center Outsourcing 22,844,818 26,423,159 21,561,376 886,424
Interactive Teleservices Corp. 480,665,862
IPAY Commerce Ventures, Inc. 81,396
Corporate Overhead 2,527,332 (64,726,799) 62,222,795 5,042,912
Total Revenues 832,264,438 157,833,080 256,532 162,351,775
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